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PRAISE FOR THE REGENERATIVE BUSINESS

“Carol Sanford’s clear and accessible writing keeps urging us toward higher 
levels of organizational and self-actualization. The Regenerative Business blends 
an educator’s precision guidance with a sage’s wisdom and insight to deliver a 
roadmap for higher performance, greater impact, and long-term value creation. 
Her teachings bring work systems design into sharp focus, a new and essential 
skill set for innovative business leaders to embrace and master.”

William Rosenzweig, Co-author, The Republic of 
Tea: How an Idea Becomes a Business, Oslo Business for 

Peace Award, UC Berkeley, Haas Business School

“The work that Carol Sanford describes in The Regenerative Business profoundly
changed my life, and I’m confident it will change yours too. Carol’s work also 
exponentially contributed to increasing the value of my company over the three 
years we worked together—that value increased by about $100 million. Carol 
uniquely understands how to cultivate human potential by developing more
conscious, creative, innovative, and intentional human beings. You will discover 
purpose in your work that will drive extraordinary results. You will find that 
you have the ability to develop capabilities that you never dreamed of. And per-
haps most important of all, you will discover that your work can be fulfilling in 
numerous ways that deeply feed your soul.”

Jeffrey Hollender, Founder and CEO, SustainNatural.
com, and Founding CEO, Seventh Generation

“The Regenerative Business is a passionate call to reimagine work that is rooted 
not only in Carol’s many years as consultant to some of the most transforma-
tive companies of our time, but also in the latest research in psychology and 
productivity. Rather than thinking of organizations as machines and people 
as cogs to be manipulated, Carol advocates for a vision of firms as cradles of 
human development, supporting their employees through journeys of discovery 
that focus on the lived experience of the customer. Her work points the way to 
building authentically purpose-driven firms that will drive the kind of disruption 
that my own research suggests is likely to be catalysts in reimagining capitalism 
and to a way of being in the world that is simultaneously deeply pragmatic and 
an expression of transformative hope.”

Rebecca M. Henderson, John and Natty McArthur 
University Professor, Harvard Business School
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“Carol lays out the future of workplace design just in time for the paradigm shift 
we are experiencing now. She provides us with a language and methodology, 
tested for decades, on aligning our highest individual potential with nature’s 
patterns to evolve our highest collective capacity. She has already influenced my 
own thinking and that of Kauffman leaders, and we are partnering with her for 
more evolution in entrepreneurship and education to great ends. It’s just what 
the world needs to transform our fractured and fragmented workplace culture 
into a healthy, regenerative whole system.”

Mark Beam, Maverick in Residence, Kauffman Foundation

“What I appreciated about Carol’s book is that she has taken what I write
about—the science of motivation in the individual and one-to-one contexts—
and through her brilliant approach, shows us how to apply the science in the 
organization context. She demonstrates, with dozens of case stories, how to apply
the concepts systemically. Why not design organizations where people thrive? 
Carol shows you how.”

Susan Fowler, Author, Why Motivating People Doesn’t Work … and 
What Does: The New Science of Leading, Energizing, and Engaging

“Leading successful business transformation in a complex and challenging envi-
ronment requires clarity, alignment, will, and a sense of purpose at all levels across
the organization. The principles and ideas presented in The Regenerative Business
deliver these effects systemically and in a way that brings deeper satisfaction 
and meaning to work. Carol explains her approach using real-world examples 
and with candor that is both clarifying and refreshing. Using her frameworks to 
build a developmental organization is producing significant cultural shifts that 
are moving our business forward. Associates are energized to grow their impact, 
and customers are feeling the difference.”

Lara Lee, President, Orchard Supply Hardware

“Carol Sanford has deep experience helping the leadership of a diverse range of 
companies address pressing business challenges. Drawing on a unique embedded 
responsibility perspective, The Regenerative Business offers important new meth-
odologies for human development and work design, aligned with strategies that 
ensure business and society thrive together in an increasingly complex world.”

Steve Lippman, Director of Corporate Citizenship, Microsoft, Inc.
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“Carol Sanford has fundamentally challenged and transformed the way we think 
about entrepreneurship, innovation, and developing our leaders. Since she began 
teaching at the school, the impact of Carol’s regenerative frameworks and con-
cepts has reached beyond the classroom. She has supported the students, faculty, 
and leadership to explore how the curriculum, learning community, and orga-
nization can form a seamless whole in pursuit of driving transformative change. 
The Regenerative Business is essential reading for any leader looking to design 
and lead a thriving twenty-first century organization.”

Christer Windeløv-Lidzélius, Principal, Kaospilot, Denmark 
… business and design in leadership and entrepreneurship

“Prepare to abandon all current thinking about what makes organizations great. 
Original, powerful, and persuasive, The Regenerative Business exposes the lim-
ited worldviews and minimal expectations that drive most organizations. In their
place, it offers practical and insightful frameworks for creating “regenerative” 
processes, illustrated with successful and profitable real-world applications of 
these ideas. Promoting ways of seeing and being in the world that couldn’t be 
more timely or essential, The Regenerative Business details frameworks that 
engage the whole person in the larger systems in which they operate.”

Jessica Lipnack and David McConville, Co-chairs, 
Board of Directors, Buckminster Fuller Institute

“Everyone is talking about the future of work. Carol Sanford offers us a clear-
headed framework for how to get there, while leaving us with important ques-
tions that we need to answer for ourselves. If you’re looking for a thoughtful and 
comprehensive guide to evolve your organization, you’ll love this book.”

Jonathan Raymond, Author, Good Authority, and CEO, Refound

“At Sustainable Brands, we are committed to being a living lab of the sustain-
able brand of the future. I know full well Carol is a master at applying systems 
thinking to smart, sustainable organizational behavior, and I can’t wait to put 
Carol’s concepts into practice at SB.”

KoAnn Vikoren Skrzyniarz, Founder/CEO, Sustainable 
Life Media, producers of Sustainable Brands
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“Carol Sanford is one of the most interesting and unique business thinkers we 
know. Her approach is integral, whole, and holistic. In fact, it is the way we should 
run business in the twenty-first century.”

Food Inspiration Magazine

“For all the talk of efficiency, modern business is grossly inefficient in developing 
its most valuable resource: the people who work in it. Only 13 percent of the global 
workforce is actively engaged by work (Gallup 2014). Carol’s book offers a vision 
and blueprint on how to start to change that. Borrowing from deep ecology and 
studies of living systems, she has written a timely guide for all those (from leaders 
to students and everyone in between) interested in the redesign of work itself.”

Manoj Fenelon, Faculty, Pratt Institute and School of Visual Arts’ Design 
for Social Innovation Program, former Director of Innovation, Pepsico

“I have had the privilege of working with Carol Sanford over several decades, 
observing her wisdom and guidance catalyze businesses across the United States 
and Europe into profound transformations in how they worked, and the systemic 
value they produced. Instead of focusing on incremental improvements in exist-
ing ideas and work patterns, she moves people far upstream in their thinking to 
where they can rediscover their inherent, unique genius as a source of radical new 
creativity. In revealing the ideas and methods behind her work, The Regenerative 
Business opens a new world to business leaders who seek to make their business 
an agent of regeneration for their customers, employees, and communities.”

Pamela Mang, Co-author of Regenerative Development and Design: A 
Framework for Evolving Sustainability, Co-founder of Regenesis Group

“Carol Sanford’s new book is deep, thoughtful, and thought provoking. She 
challenges conventional ways of thinking about work and helps us to envision 
organizations in which employees are increasingly motivated, capable, and 
instrumental in charting the direction of the firm. Carol systematically repudi-
ates a host of revered practices and provides an alternative structure for rethink-
ing all aspects of how work is designed. I have known Carol for several decades 
and marvel at how she invites us to think much, much more systemically about 
how what we do at work and how we think about developing people’s potential is 
central to making the world (and the organizations of which we are a part) better.”

Pamela J. Hinds, Professor, Stanford University 
School of Engineering and Management Science
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“Doing ‘less worse’ is not a goal. Imagine a healthy system and then recreate 
it. Carol Sanford calls us all to a higher ground and a new way of looking at 
organizations, and at ourselves. Technology, transparency, and data allow us 
to see things differently. We have learned too much about the consequences of 
industry to operate in the same way as before. Thanks to Carol’s wise advice, 
we are redesigning business, using the fashion industry as our pilot, creating a 
respectful and regenerative ecosystem. Carol helped light the spark that ignited 
the Fair Fashion Center. Her spiritual consciousness and business acumen make 
her the ideal partner with which to reshape our thinking, our companies, and 
as a consequence, our world.”

Cara Smyth, GCNYC Vice President and Founding 
Director of the Fair Fashion Center

“If you aspire to build a developmental way of working that is able to adapt to 
rapidly changing market conditions and achieve disruptive, sustainable inno-
vation, you need to read The Regenerative Business. Carol Sanford introduces a 
breakthrough methodology that will fundamentally transform your thinking 
and your organization. Incorporating insights from Sanford’s extensive experi-
ence and a compelling writing style, this book is an indispensable resource.”

Denise Lee Yohn, Author, What Great Brands Do

“Sanford ably weaves together a compelling book that shifts our focus from the 
standard technocratic, mechanistic view of the business world to a more compre-
hensive view that places the human being at the center. This humanistic, systems 
approach can truly help organizational leaders of all types drive change, while 
also recognizing the power of people who are the center of any organizational 
endeavor. In the end, The Regenerative Business is a critical addition to the larger 
body of new thinking around people-centered workplaces, change management, 
and disruptive innovation, pushing us to recognize Sanford’s powerful point 
that ultimately ‘the work of growing great companies turns out to be, as well, 
the work of growing ourselves.’

Nathan Long, President, Saybrook University
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“As the world of work becomes more global, automated, and unpredictable, Carol 
Sanford offers an innovative approach to innovation itself—change the way we 
think, invest in people, and then structure the organization to support them so 
the regenerative paradigm can work its magic. Grounded in theory and expe-
rience, Sanford offers compelling examples and case studies that make this a 
must-read for leaders everywhere.”

David Livermore, PhD, author and thought leader 
on global leadership and cultural intelligence
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Dedication

To the brilliant leaders of regenerative business organizations with whom 
I have been in an astounding, reciprocal educational process for decades. 
Thank you all.
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xv

Foreword

Michiel Bakker, Google Food Lab

With the speed of change in the world, organizations are faced with seem-
ingly more opportunities but also more complex interrelated challenges 
than ever before. How can we best ready ourselves for the world we live 
in today let alone tomorrow? Our success will depend on growing our 
individual and joint thinking capabilities and our capacity for caring. 
In her latest book, The Regenerative Business: Redesign Work, Cultivate 
Human Potential, and Achieve Extraordinary Outcomes, Carol Sanford 
builds upon her core beliefs that we all have not only the desire, but even 
more importantly, the opportunity to make a much bigger impact on the 
world and other people’s lives than we even realize.

In this remarkable book, Carol writes about how to develop human 
talent in ways that benefit the individual, businesses, and society: an amaz-
ing win for all. She makes the case that the time has come to evolve our 
thinking about organizational design and structure in order to develop so 
much more of our human potential. What excites me so much about this 
book is that Carol is giving us clear guiding principles and inspiration on 
how to build the power, passion, and potential of people but without being 
prescriptive or formula driven. And that is how I come to know Carol and 
her books over the years. She shares fascinating and thought-provoking 
insights that help you further develop your own critical thinking capabili-
ties—and, most important, your desire to act.

Carol has been and continues to be a tremendous source of inspiration 
for me. Through her books, many personal conversations with her over 
the years, and her participation in the Google Food Lab, I have become a 
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total believer in her approach and thinking. She taught me that everything 
begins with you as an individual taking full responsibility for your own 
actions. It is about “external considering,” caring for others and living 
things. And you must have the notion of personal agency, believing that 
you have a responsibility to act upon the opportunities to which you have 
access. If you don’t, who will or should?

When I read Carol’s first book, The Responsible Business, seven years 
ago, I was working for Starwood Hotels and Resorts. That book opened 
my eyes about how to engage an entire organization and all of its stake-
holders in broader challenges. And to be clear, the term organization can 
be defined here in many different ways. You don’t have to be a CEO to 
embrace and act upon the notion that in whatever you do, you have to 
consider the impact you make on all stakeholders of an organization. The 
beauty of Carol’s work is that it is so relevant for everybody.

The Responsible Business became a must-read for my team members 
when I moved to Google in 2012 (and it still is). It is now the foundation 
of how we think holistically about the impact we (can) make with what we 
do; it is embedded in what we do. Carol’s thinking was one of the sparks 
that enabled us to create in the fall of 2012 the Google Food Lab, a platform 
to engage various food system representatives in collaborative discussions 
about the future of food. Since joining the Google Food Lab, Carol has 
been contributing and sharing her insights and thinking with so many 
lab participants and has helped evolve both the lab’s reach and impact and 
her own. Affecting change in food systems around the world is incredibly 
complex and requires the type of thinking and collaboration for which 
Carol so passionately advocates. I can say firsthand that one of the things 
that makes Carol so special is that she fully practices what she teaches.

The concepts in this newest book, The Regenerative Business, have 
already helped me evolve my thinking on people management. It has 
broadened my viewpoints on how to work best with people in today’s 
environment and how you can make such a difference by designing work 
in ways that ignite their growth and contribution. Furthermore, Carol 
highlights for me the need for individuals and organizations to increase 
their critical thinking capabilities, a competency now more important 
than ever as the pace of change in the world accelerates. The book connects 
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the dots so well between the organization, strategy execution, and culture 
evolution (covered in her book The Responsible Entrepreneur)—and now 
the people who are doing the work.

Unlock and maximize the potential of yourself and those you work 
with by enjoying this great read.
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xix

Foreword

Cheryl Kiser, Lewis Institute at Babson

It has been said many times that Carol Sanford’s insights, writings, and 
contributions to business and society are a gift. The Regenerative Business 
is an extraordinary gift that she has given to us at a powerfully impor-
tant time as we better refine and define the purpose of business. A gift 
for everyone who believes that the human spirit is best served when it is 
allowed to create and express itself authentically and in community. A gift 
for those who know that business needs a redesign, and a new articulation 
of what really drives business growth, innovation, employee engagement, 
and a better connection to society. And for those who know that develop-
ing and engaging the whole person on the job builds a more integrated 
and whole organization that is more relevant, responsible, and successful.

Thank you, Carol Sanford, on behalf of all of us in academia, busi-
ness, government, and civil society who seek to influence and educate 
leaders of all kinds capable of creating great economic and social value 
simultaneously.

If only every person had exposure to your way of thinking, being, 
and expressing, we would universally be a regenerative society in which 
we create from a place of abundance, not scarcity. Where we awaken and 
more effectively tap into our desire to co-create, innovate, connect, and 
generate positive outcomes not just for ourselves but for others. Where 
the desire to contribute to something greater than ourselves unleashes 
our discretionary effort and spurs innovation and personal commitment 
to the business or organization we are part of in ways never imagined.
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The Regenerative Business is an invitation to embark on a powerful 
journey to make much needed change. Carol is an incredible intellectual 
and spiritual force whose decades of business and life experiences are 
already altering our perspective on business and what it takes to create 
true value in today’s marketplace.

Her stories of business transformation, positive disruptive frame-
works, usage of systemic language as an activator of change, connec-
tion to things greater than oneself, intentional design for creativity as an 
accelerator of innovation, spirituality and connection to natural systems 
as vital to business, and finally stories, of creating social value without 
using programs like corporate social responsibility, all cause reflection on 
what we thought we knew about business, and why we must know how to 
create a regenerative business.

The Regenerative Business honors what we know to be true. Creativity 
and innovation are inherent in human beings, and when they have a place 
to be usefully expressed, they provide the necessary energy for successful 
businesses and enduring societies. A regenerative business taps into this 
powerful source, fostering it, developing it, and harnessing it to improve 
life for customers and workers.

The Regenerative Business is one of the most important books right 
now. The world is more unpredictable and increasingly more unknowable 
than ever before. We can no longer extrapolate from the experiences of 
the past to predict the future. Leading and managing for these uncer-
tainties will require new mindsets, new designs, and new habits. When 
these uncertain conditions exist and define our new normal, the best 
way to navigate and create is to act, learn, and build our way forward. To 
activate the human urge and desire to create is the most powerful energy 
source we have, and Carol has brilliantly captured this essence in The 
Regenerative Business.

Gallup International has told us for years through its polls that close 
to 70 percent of all employees are disengaged from their work, and many 
of them are actively disengaged. This is a problem. A huge problem.

No matter where I go or whom I talk with in business, four persistent 
challenges are glaringly evident: how do we grow our business, how do 
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we innovate, how do we engage our employees, and how do we connect to 
society in an authentic way to create a competitive advantage?

Carol’s approach to getting there from here requires a new way of 
designing in order to develop people not to be great performers—although 
they will be—but to be exceptional co-creators who innovate, seek oppor-
tunity, and engage with society so that business becomes a far more pow-
erful economic and social force.

The Regenerative Business not only provides a roadmap for what we 
need to do to create regenerative business, it illuminates who we need to 
be as leaders and managers to make it happen.

Again, huge gratitude to Carol Sanford for helping Babson open the 
aperture on its view of what business can and should be. As its founder, 
Roger Babson, once said and as Carol calls forth in all of us today, “[We] 
inspire in students the will to make business an agent for the advancement 
of the good of the state . . . Men who combined business acumen with this 
higher purpose can serve their day and generation as vitally and nobly as 
the greatest statesmen, educators, preachers, and poets.”
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1

Introduction: Pursue 
Disruptive Innovation

When you change the way you look at things, the things you 
look at change.

Max Planck, Quantum Theorist and Nobel Laureate

THESE DAYS, the idea of disruptive innovation is a hot topic among 
business leaders of every stripe. Many are coming to believe that dis-

ruption is core to their longevity and market position in a fast-changing 
world. Customers expect the companies they buy from to be on top of 
what’s evolving in their environments and to help them address the emerg-
ing challenges and aspirations that they are discovering. Many companies 
complain that customers are fickle, but actually they are engaged in a pro-
cess of ongoing change, just like the world around them. A well-developed 
capacity for innovation is the way that modern companies get out ahead 
of continual change.

When it’s done well, disruptive innovation has the power to regener-
ate whole industries and markets. Beyond this, it also has the potential 
to regenerate the social and ecological systems within which an industry 
operates. This kind of innovation requires what I call enlightened disrup-
tion—and it takes courage. It calls for leadership that lives on the edge 
and is willing to introduce changes that reinvent the game for all of the 
businesses within an industry.

Unfortunately, most businesses work on innovation in entirely wrong-
headed ways. In general, they focus exclusively on innovating their prod-
uct offerings. Instead of designing new ways to work that lead naturally 
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2 The Regenerative Business

to great products, they seek out how-to templates offered by so-called 
experts. This severely limits the scope and significance of potential inno-
vation, and it leaves companies dependent on outside expertise as the 
templates they adopt become outdated.

From my perspective, the potential for disruptive innovation exists 
in every aspect of a business, not just in its offerings. It is possible and 
important to innovate with regard to management, production, distribu-
tion, customer relations, marketing, supply system, investment, and at 
least a hundred other arenas. Foundational to all of these is innovation 
with regard to how organizations develop their people.

Human development builds a company’s capacity to generate the 
thinking that will evolve its operations, industry, society, and world. 
Designing work systems to grow this capability in every member of the 
organization is essential. This, I believe, is the only way to create a busi-
ness that consistently produces enlightened, disruptive innovation in a 
fast-changing world.

Regeneration is a process by which people, institutions, and materi-
als evolve the capacity to fulfill their inherent potential in a world that 
is constantly changing around them. This can only be accomplished by 
going back to their roots, their origins, or their foundings to discover 
what is truly singular or essential about them. Bringing this essential core 
forward in order to express it as new capacity and relevance is another 
way to describe the activity of regeneration. In other words, regeneration 
is the means by which enlightened, disruptive innovation happens.

Disruption takes know-how, which has to be grown into an organi-
zation. That is why this book focuses on work design. More specifically, 
it focuses on work design that intentionally develops people’s capacities 
and capabilities. A regenerative business grows its members, every single 
one of them, into innovators with a shared commitment to bring forward 
radically disruptive ideas. It also grows the capability of its members to 
think like CEOs, with clear enough understanding of markets and strat-
egy to ensure that every new idea is not only compelling in its own right 
but also has the power to advance the company as a whole. When these 
complementary conditions are present, a business becomes a pipeline 
for innovation. This is the way to create a powerhouse, an organization 
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 Introduction:  Pursue Disruptive Innovation 3

that is fast, flexible, resilient, and unique enough to keep pace with the 
twenty-first century.

The Regenerative Mindset

At this point, you may be wondering, “Well, it sounds good, but why isn’t 
everybody already doing it?” In practice, there are some real and not-so-
obvious challenges built into creating regenerative organizations. The 
single greatest barrier to innovation is our unconscious attachment to 
comfortable and habitual patterns of thought—that is, to our  mindsets. 
These mechanical habits are precisely why we find ourselves stuck with 
borrowed ideas, unable to generate anything profoundly creative and 
new.

How then do we learn to cultivate the unique qualities of thinking that 
are required for a regenerative innovation process? How do we become 
masters of innovative thinking, so that we are able to innovate the process 
itself? In my experience, we must each start by becoming aware of our 
mindsets and the effects they have on how we think and what we think 
about. By working to make ourselves conscious of these effects, we can 
develop the ability to choose and evolve our mindsets, which will enable 
us to proactively create the thinking that we will need for regenerative 
business practice.

A mindset is a lens through which we view and make sense of the 
world. It determines what we can see, how we make sense of what we 
see, and how we act. For example, if we envision the world as a machine, 
then it becomes very easy to see humans and other living systems as 
interchangeable cogs. In fact, this particular mindset has shaped many 
of the ways businesses, sciences, and governments have been organized 
for at least two centuries.

One of the subtle hazards associated with mindsets is that they can be 
the source of a host of problems. For example, one of the reasons people 
hang onto the machine mindset is that it has enabled us to build efficient 
systems for the creation and distribution of products. However, it has 
also generated dehumanized workplaces, damaged ecosystems, and loss 
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of local cultures around the world. To paraphrase Albert Einstein, these 
problems cannot be solved with the same mechanical mindset that cre-
ated them.

In business, the regenerative mindset is actually quite rare. Yet the 
capacity for disruptive innovation depends on the ability to see the world 
through precisely this lens. To create and continue to evolve a world-
changing business, the regenerative mindset must be intentionally built 
in, not unconsciously designed out.

Consolidated Diesel

Again, it’s essential to note that there is more to the idea of enlightened 
disruption than just bringing breakthrough products to market. A regen-
erative organization also shakes up the status quo in ways that make it 
possible to build new social systems, new capabilities for critical thinking 
and engagement, and new energy for democratic institutions.

I know from experience that all of this can be accomplished through 
the skillful practice of work design. Let me describe for you a startup that 
I worked on in the early 1980s, where I learned firsthand the power of 
regenerative business.

Consolidated Diesel Company, a joint venture between Cummins 
Engine and J.I. Case, was formed to build small engines for an array of 
consumer and industrial applications. When the startup team received 
the charter to create a new, state-of-the art manufacturing business, they 
quickly realized that it would also need to be a state-of-the-art operation 
with regard to how it worked with people. I was part of the team of con-
sultants that helped them determine how to step up to these challenges.

We began by developing an inspiring direction: to usher in a new era 
of engines that were of such high quality that the most demanding cus-
tomers in the world (at that time, Japanese manufacturers) would insist 
on using them in their own products. To achieve this, we committed to 
connecting every employee as directly as possible to the customers. “The 
customer’s dream guides every decision we make!” became our motto.
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Within a year and a half of its launch, Consolidated Diesel had dis-
tinguished itself as the world’s leading manufacturer of small engines. 
Japanese manufacturers quickly recognized and took advantage of the 
superiority of its products, and they were followed soon after by man-
ufacturers in the West. In particular, companies in the United States 
were drawn by the fact that Japanese imports were entering the country 
with American engines in them. Beginning with motorcycle engines, 
Consolidated Diesel quickly branched out to make products for almost 
any function that required a small engine: everything from lawn mowers 
to farm equipment.

The company’s workers were completely self-managing; we never 
could come up with a good reason to have supervisors. Instead, on-site 
experts with deep experience in manufacturing provided the operator 
teams with the information and education they needed to act in ways 
that would evolve the capacity of their customers. Every member of the 
organization became an active cocreator of every aspect of management, 
from strategy to hiring to pay system to customer service.

This nonhierarchical structure was backed up with a strong culture. 
Every employee was expected to develop a profound understanding of 
what would strategically increase customers’ successes. Based on this, 
they were encouraged to take on critical responsibilities and challenges 
beyond their own current capability and then grow into them. This cre-
ated a cohesive spirit, as everyone pulled together to achieve something 
that would truly benefit the users of their products.

What made this success even more extraordinary was that the busi-
ness was located in rural North Carolina, a society deeply divided by 
racism. One of the startup design team’s explicit objectives was to adopt 
new business practices that would dismantle racism within Consolidated 
Diesel, its parent companies, and its suppliers. The team identified five key 
areas—including hiring and promotion—where discrimination usually 
occurred, and then they established principles and practices that would 
disrupt the subjective, often unconscious biases that went into decision 
making. They also placed strong emphasis on transparency, so that it was 
possible to challenge any decision that might be interpreted as discrimi-
natory. This emphasis on transparency was carried into the design of the 
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facility, which used glass walls to define private work or meeting areas. 
The results were immediate and profound, and they soon spread beyond 
the company. Employees developed a training program for Consolidated 
Diesel’s suppliers that was based on their own growing expertise; it suc-
cessfully broke down deeply engrained patterns of discrimination.

Consolidated Diesel’s accomplishments turned out to be enduring. 
Twenty years after the start-up, I read a cover article in Fast Company 
magazine that touted the revolutionary nature of the company’s work 
design.1 I still see the work we did together cited from time to time in books 
and magazines. As my first massive work-design effort, Consolidated 
Diesel represented a steep learning curve for me. Now, more than three 
decades and one hundred organizational designs later, I’ve been able to 
deepen and significantly evolve my understanding of what it takes to cre-
ate regenerative businesses.

Throughout this book, I will share my discoveries about the business 
practices that are fundamental to becoming regenerative in how we work. 
They represent my best effort to understand what makes people whole, 
creative, and capable of making valuable contributions to successful busi-
nesses. Insofar as these discoveries are universal, they are also true about 
me and about you, the reader. Consequently, the work of growing great 
companies turns out to be, as well, the work of growing ourselves. I invite 
you to join me in this process of discovery.

 Who Is This Book For?

Most people spend 60 percent of their waking lives at work, which is the 
cornerstone of our society and our economy. Consequently, we ought to 
have work that works well. This book is written for people who want to 
design new and better ways of working: ways that address the preponder-
ance of dissatisfaction that most people experience with their work.

When I use the term design, I refer to the act of intentionally gener-
ating something new, something that responds creatively to the specific 
needs and opportunities of a business, its customers, and its employees. 
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I do not mean implementing yet another off-the-shelf, currently popular 
program of the week. For this reason, I focus on the overarching principles 
and criteria that designers need to hold consciously in mind, whether they 
are setting up brand new companies or redesigning venerable institutions 
with many generations of success under their belts.

My emphasis on principles and criteria, rather than prescriptive reci-
pes, is deliberate. My aim is to grow a higher level of discernment and 
creative thinking into the practice of work design, and offering another 
book that simply tells people what to do would undermine this intention. 
My hope is that readers will find this book stimulating and challenging, 
a pointer to the path we need to take if we are to harmonize the needs of 
businesses with those of their markets and of society as a whole.

This is a book for people who love the ability of businesses to foster 
innovation and creativity by unleashing the inherent intelligence of every-
one involved. Unfortunately, business education and corporate cultures 
continually reinforce the idea that supporting the people in an organiza-
tion comes at the expense of profitability. But with a number of pioneer-
ing business leaders, I’ve been able to demonstrate again and again that 
the opposite is true. Not only can leaders tap into the intelligence of their 
people as a way to grow powerfully profitable businesses, but also they can 
grow this intelligence to make their businesses disruptive and therefore 
non-displaceable and future-proof in their chosen markets.

Are you a pioneering business leader, a decision maker who is respon-
sible for setting direction in your organization or for designing and imple-
menting the way people work? Then I want this book to help you build 
financial success while blowing the roof off the creative potential of your 
team.

Overview

This book is divided into three sections. Part 1 provides an orientation to 
regenerative work design—what it is, why it matters, and how it addresses 
the business challenges of the twenty-first century. It describes the core 
characteristics of a regenerative approach and the paradigm shift this 
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approach represents with regard to human development and disruptive 
innovation.

Part 2 provides the basis for assessing your business and its work 
design. What are its practices, where did they come from, and what are 
the hidden consequences of using them? For anyone who wants to create a 
regenerative business organization, this assessment is critical. A regenera-
tive approach is not something that you just add on to everything you’re 
already doing. It requires a radical re-envisioning of what business is and 
how it works. Thus, the first step to evolving your business is to create a 
plan for cleaning house, eliminating and replacing old practices that no 
longer serve you. (An obvious example might be replacing performance 
reviews and incentive programs, which are increasingly recognized as 
toxic practices, without bringing in something equally destructive.)

Part 3 lays out five necessary phases that your business will move 
through as it grows into a regenerative organization. It provides tested 
concepts and guidance for creating a work design that enables you to 
attract and keep great people, generate extraordinary financial returns, 
and contribute to a better society. Rather than promoting a one-size-fits-
all approach, it offers a framework for stimulating your own creativity 
with regard to the unique conditions of your business, so that the work 
design you generate will be yours and yours alone.

Free download: Supplemental materials to help start your business’s 
regenerative work design are available at www.CarolSanford.com/
bookdownloads.
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CHAPTER FIVE

Eliminate Thirty Toxic 
Business Practices

You never change things by fighting the existing reality. To 
change something, build a new model that makes the existing 
model obsolete.

R. Buckminster Fuller, Critical Path

AS WE MOvE through different stages of our lives, we are shaped (often 
unconsciously) by our family and social environments, our cultures, 

and the character of our times. These social forces frame how we interpret 
our experiences, and they also affect the decisions and choices we make. 
Through continual reinforcement, these influences come to seem normal, 
natural, even inherent and necessary. Unless we expend real effort—such 
as through personal development or therapy—we can be completely blind 
to the impact of social forces and the habitual patterns of thinking and 
behavior they reinforce.

The patterns we develop in response to social forces deposit like lay-
ers of sediment in the psyche, and they can significantly constrain our 
potential. At times, they can even be harmful. For instance, we might have 
internalized negative messages from our family or school about our worth, 
beauty, lovability, or intelligence that inhibit our pursuit of fulfilling lives. 
We also build up layers of patterns arising from different periods in our 
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lives or from different social contexts, and these can be in conflict with 
one another, causing us to appear self-contradictory. For instance, a girl 
might receive messages from her community about the importance of 
becoming a nurturing mother, while receiving messages from her parents 
about the importance of being independent and professionally successful. 
As she attempts to reconcile these apparent inner contradictions, she may 
have no conscious awareness that they arose outside of herself and could 
possibly have nothing to do with her own unique path in life.

Businesses are just as susceptible to this accretion of unconscious 
influences handed down from one era and generation to the next. This 
can cause them to appear self-contradictory or two-faced, for example 
with regard to how they behave toward employees. Thus, a business can 
be its own worst enemy when it comes to evolving its capacity to innovate 
or even to perform effectively.

In order to become regenerative, it’s not enough for a business to add 
a new set of assumptions on top of the built-up layers of old. Instead, the 
organization must engage in a process of self-examination in order to 
recognize and root out self-destructive practices that might otherwise 
prevent the company from pursuing its potential. In what follows, I’ve 
collected thirty common business practices that I believe are toxic, and 
I’ve identified the likely sources from which they arose. In order to move 
forward, companies must take deliberate steps to eradicate these practices 
and replace them instead with the regenerative business practices I will 
discuss in chapters 6–11.

The Aristocracy Paradigm

Control over ownership leads to bureaucratization

Probably the oldest unconscious belief influencing business practice is 
the idea that some small segment of the population is superior to the rest 
and should be entrusted with decision making on behalf of everyone. 
Personal will, in other words, is replaced by or subordinated to the will 
of a leader. This idea is reflected in the traditions surrounding kings, 
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organized religions, and ownership of land and other resources as they 
have been passed down over the past six thousand years. How we articu-
late what makes someone superior has changed over millennia, at times 
privileging warcraft, cunning, wisdom, spiritual attainment, inheritance, 
wealth, or popular acclaim.

This paradigm is still very much alive in many modern institutions, 
especially business, where the CEO is assumed to be somehow inherently 
superior and treated accordingly. In work design, it shows up in some 
of the most ubiquitous, seemingly commonsensical, and unquestioned 
business practices.

In the business world, control over ownership inevitably results in 
bureaucracy. Generally, hierarchies refer to structured sets of relationships 
that rank people or things in levels, one above another. In some cases, 
hierarchies can be a useful way to make sense of complexity because they 
allow us to conceptualize different orders of relationship. For example, 
living organisms are classified into species, genera, and families as a way 
of indicating how closely related they are.

The problem arises when we habitually use hierarchies not as a way 
to organize thinking but as a way to organize people to do different levels 
of thinking. This has led to hierarchical organizations, where ranking is 
translated into defined levels of authority, responsibility, and power. In 
most hierarchical businesses, small groups are designated to do significant 
parts of the creative thinking and decision making on behalf of all the 
others, profoundly proscribing the contributions that those others are 
allowed to make. This direct violation of the principles of internal locus 
of control and personal agency has the effect of undermining intrinsic 
motivation and accountability.

Delegation flows from hierarchy, as an upper level of authority dictates 
actions and responsibilities for lower levels. Skillful delegation is highly 
prized and generally seen as an indication of executive accomplishment. 
But delegation is inherently fragmenting. It bounds off tasks to be handed 
down to subordinates, who may never have access to the larger picture that 
provides the rationale and meaning for those tasks. Also, it means that 
the decision about which task is important or necessary is always made 

6718_Book.indd   75 7/19/17   3:54 PM



Copyright Nicholas Brealey Publishing 

Not for sale or distribution

76 The Regenerative Business

by the superior, which turns subordinates into functionaries rather than 
free, creative agents.

Management by objective is a modification of the idea of delegation, which 
requires people at lower levels of a hierarchy to define what they will 
accomplish within the overarching goals set by those at higher levels. 
This is intended to blunt the sting of subordination and designed to allow 
some measure of autonomy and decision-making authority. However, the 
boundaries within which individuals can act are still dictated from the top 
down, and their actions are expected to aggregate into the accomplishment 
of goals at the levels above them.

Downsizing in a hierarchy is undertaken by top management as a way to 
preserve the core of an organization (which, not coincidentally, is gener-
ally defined as the top management) so that it can live on to fight another 
day. Such a decision flows down through the hierarchy, usually generating 
devastating impacts on employees, their families, and their communities. 
The assumption that the wisdom needed to make such a decision rests at 
the top cuts a business off from the wisdom of the whole. It also means 
that the systemic effects of downsizing are externalized and inadequately 
accounted for.

Businesses harm themselves, their employees, their communities, and 
their customers when they behave as though market cycles are unexpected, 
unpredictable, and impossible to prepare for adequately. By not thinking 
creatively and building agreement across the organization about how it 
will manage these kinds of uncertainties, businesses miss the opportunity 
offered by changing circumstances to improve the well-being of employees 
and stakeholders. As a result, what should be a welcome source of evolu-
tion leaves only chaos in its wake.

Job descriptions communicate the place that individuals will fill within 
the system as a whole and the boundaries within which they may exer-
cise creativity. Job descriptions enable an organization to ensure that all 
necessary work has been assigned. They are intended to eliminate con-
fusion and conflict about what is expected and what is appropriate. In a 
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hierarchy, job descriptions are always determined by the organization, 
and the expectation is that employees will adapt themselves to the needs 
that have been defined.

Job descriptions are particularly corrosive to initiative, personal 
agency, and innovation. They are based on fixed ideas about the tasks 
and competencies that a company will need. They fail to take into account 
that human beings have the inherent ability to observe a changing world, 
recognize what’s going to be needed, figure out how to do it, and learn the 
skills to produce it. Innovative businesses organize themselves around the 
intrinsic motivation and creative energy of individuals.

The Machine Paradigm

Control over process leads to routinization

Sometime around the Renaissance, improvements in the technology 
of clocks led to the metaphor of the universe as a cosmic clockwork or 
machine. This shift in paradigm enabled the rise of the industrial revo-
lution, which not only celebrated and elaborated the place of machines 
in the world, but also organized military and social systems (including 
businesses) to operate like machines. By allowing people to function as 
interchangeable parts in machine-like systems, the industrial era severed 
the bondage to particular lords and lands, allowing unprecedented social 
mobility. But it also dehumanized people by imagining them as generic, 
interchangeable cogs.

This paradigm is still alive and well in modern business organizations. 
Its hallmark is standardization: machines depend on reliably identical 
parts, inputs, and outputs. This has reinforced the use of ideals as bench-
marks against which people and work are judged: the closer to the ideal, 
the more reliably identical something can be. Thus, work design that is 
informed by a mechanistic perspective will strive to achieve procedural 
uniformity and standardization.

Typically, a business based on the machine paradigm sees people as 
skill sets, views tasks as problems to be solved, and treats organization as 
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the means by which people manage the parts to get the results they want. 
This leads to a host of business practices that have been around so long 
and are so familiar that they have come to be seen as business realities 
rather than business choices.

Core competencies are those functional capabilities that need to be present 
in order for an organization to operate successfully. They are definable 
and measurable, which makes it possible to assess whether or not they 
are present. For example, many organizations assess potential recruits 
based on how proficient they are in currently popular software programs. 
Functional capabilities are also impersonal, which is key to making per-
sonnel interchangeable. A business that requires a core competency can 
buy it or train for it because the competency is what matters, not a par-
ticular individual.

The idea of core competencies is antithetical to innovation. It locks a 
business into skills that are generic and repeatable. In other words, core 
competencies are appropriate to situations that are unchanging, rather 
than to those that are dynamic. They also treat people as though they, 
too, were generic, rather than unique, creative beings with the ability to 
learn, grow, and bring something unexpected and inspired to their work.

Recruitment is an extension of the practice of thinking about people in 
terms of their core competencies. Companies search and hire the com-
petencies they need, either plugging holes in the workforce or bringing 
in new skills that will be needed in order to extend into new markets or 
arenas.

This leads the vast majority of businesses to misunderstand and 
 underutilize their most valuable asset—the human drive and intelligence 
of the people they currently employ. Too many organizations start from 
the false premise that talent and intelligence are basically fixed at birth: if 
people haven’t developed skills in one arena or another by the time they 
come to work for the organization, then they probably can’t develop them 
at all. This false belief that talent must be hired because it can’t be grown 
can become a very expensive proposition. In my experience, nothing could 
be more untrue.
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In the past forty years, companies I work with have shown time and 
time again that the best way to get the talent and innovation a business 
needs is to grow it in house. When organizations help workers get con-
nected to the aspirations of their customers, there is no ceiling to the 
challenges the employees can successfully face and the limitations they 
can effectively overcome. Businesses don’t need to be located in centers 
of enterprise like Silicon Valley or Austin, Texas, in order to be success-
ful innovators. They just need to learn how to develop their people. In 
the process, they also help make the communities where they are located 
become more enterprising.

Feedback is a metaphor explicitly derived from machines and introduced 
into common parlance by early thinkers in the field of cybernetics, or 
artificial intelligence. It refers to the governing mechanism that notices 
when a machine is producing too much of something and causes it to 
scale back or shut down (for example, the thermostat on a furnace that 
regulates heat).

Although feedback can be remarkably useful in mechanical systems, 
it turns out to be a very poor metaphor when applied to human beings. 
Giving people information that shuts them down is actually a bad idea. 
First, the vast majority of feedback that people offer one another is projec-
tion—90 percent, according to a recent article in Psychology Today.1 The 
deficiency that one person attributes to another is actually far more likely 
to be their own. By encouraging projection, feedback not only erodes inter-
nal locus of control in the person being critiqued, it also undermines integ-
rity and the potential for personal growth in the one doing the critiquing.

Second, the use of feedback in organizations undermines self-man-
agement and motivation. Rather than cultivating the capacity to be self-
reflective and self-correcting, feedback makes employees increasingly 
dependent on outside input for knowing how well they are performing. 
And third, one of the insidious side effects of feedback is conformity of 
opinion, the tendency of people to become increasingly unwilling to share 
unpopular perspectives for fear of being chastised or ostracized. This robs 
a business of the multiplicity of viewpoints that are critically necessary 
for understanding a complex world.
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People and organizations are often willing to tolerate these downsides 
because of the common belief that feedback is the only way we can gain 
other people’s insights into our own blind spots. But these insights, colored 
by projection and barbed by annoyance, can very easily have the effect of 
shutting us down. It’s far more useful, and far more accurate, to practice 
self-reflection as a way to identify for ourselves the key restraints we will 
need to work on if we are to have the beneficial impact we seek to create 
in the world.

Problem solving looks at the world in terms of shortfalls with regard to ide-
als or expectations. This creates cognitive gaps that we feel driven to close, 
launching a logical and culturally accepted process for seeking solutions. 
Typically, we make a thorough examination of the problem, generally by 
breaking it into its component parts and seeking its root material causes. 
By discovering and eliminating these causes, we expect to address and 
resolve the problem. This powerful and useful idea emerged from the sci-
entific method and found wide acceptance in the age of industry. However, 
it places subtle blinders on our thinking and creativity.

Many people believe that problem solving is the source of innova-
tion. However, problem solving is by definition focused on addressing 
what exists and attempting to make it better. True innovation comes from 
reaching for the potential in something: its possible manifestations that 
don’t yet exist. Bringing entirely new things into existence is what makes 
innovation so disruptive, and this is precisely what gets shut down when 
thinking is defined or circumscribed by problems.

Brainstorming is a method that was developed to address one of the short-
comings of problem solving. Because problem solving is based in existence 
and relies on evidence, it can reinforce pessimism and critique, making it 
difficult to get teams to think flexibly and inclusively. Brainstorming was 
intended as a way to break down inhibitions against putting bad ideas on 
the table. The theory posited that by creating a nonjudgmental space in 
which the mind was free to roam, it was possible to generate new thinking.

The problem is that undisciplined thinking such as brainstorming 
tends to generate undisciplined ideas, usually in the form of long and 
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not especially useful lists. Although brainstorming has been linked to 
the evidence-based worldview of materialist science, no scientific evi-
dence exists to demonstrate that brainstorming actually works. In fact, 
the practice of brainstorming contradicts what most of the research 
into creativity has shown to be true. Creativity requires the discipline 
of cognitive dissonance—the simultaneous holding in the mind of two 
apparently contradictory ideas—to achieve breakthroughs.2,3 This is why 
Steve Jobs famously disallowed brainstorming, insisting instead on col-
lectively generated images of the lived experience of customers as the 
basis for design.4

Standards and procedures are precise descriptions of the ways that people 
are meant to do work so that it can be consistent in both execution and 
outcome. This is critical to the functioning of a social enterprise that has 
been conceived as a machine. For all parts to work together smoothly, 
their timing and results need to be highly predictable.

Standards and procedures are among the most forceful means by 
which independent human beings are translated into cogs. Standards 
are nearly ubiquitous and often exist across entire industries. They are 
established by a small group to govern the actions of the many. For this 
reason, their comprehensiveness and sophistication are limited by the 
intelligence and experience of their creators. They explicitly restrict the 
exercise of consciousness, reflection, adaptability, innovation, caring, will, 
and self-determination. Standards and procedures arise from the fear 
of variation. Businesses that base their design on this fear preclude the 
possibility of authentic responses to a living world. Fear is no basis for 
enlightened disruption.

Binary evaluation is a formulaic process for determining whether actions 
or investments are achieving their intended purposes. As an extension of 
the machine paradigm, binary evaluation assesses actions in terms of on 
or off, white or black. Did we succeed or fail? What do customers like or 
dislike about our product? Of course, this kind of evaluation doesn’t have 
to be strictly binary. For example, think of the many times you’ve been 
asked to rate customer service you’ve received on a scale of 1 to 5. Still, 
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the basic premise is the same: there are a limited number of options, and 
the phenomena can be made to fit somewhere within them.

Binary evaluation replaces the inherent complexity of reality with an 
oversimplified set of choices. Not only does this reduce its effectiveness at 
giving us a picture of reality, it also reinforces anti-innovative patterns of 
thought. A binary or multiple-choice set of options creates a frame within 
which only a very limited number of things are possible. Moreover, it locks 
us into looking at and evaluating what already exists, thus preventing 
us from seeing potential in whatever is emerging through time. By way 
of example, think about the difference between asking, “What did and 
didn’t work?” and “What has evolved since the last time we undertook 
this action? What’s next in its evolution?”

Another characteristic of binary evaluation is that it is usually under-
taken by an outside, objective agent (an expert or a customer) with the nec-
essary expertise to assign value. This makes sense because machines are 
not able to evaluate themselves. Humans, on the other hand, are more than 
capable of assessing the value of their actions and choices, and this assess-
ment is the source of their creativity and their motivation to improve. 
When evaluation is externalized, it undermines this motivation.

Metrics-based auditing enables companies to account for the results of 
each of their actions so that they can know whether they are meeting the 
standards that they have set for themselves. Metrics were introduced into 
industry as a way to make processes transparent, objective, and therefore 
fair. If every worker is expected to produce the same output to the same 
standards within the same amount of time, then performance can be 
assessed in objective, numerical terms, and decisions to hire or fire become 
evidence-based.

Auditing is different from evaluating. Evaluating is focused on whether 
actions have achieved their intended purpose, while auditing is interested 
in whether an action has produced its expected, quantifiable output. It is 
possible to meet all of the numerical benchmarks while completely failing 
to achieve the purpose. For example, a company can become more and 
more efficient at producing a less than successful product, while missing 
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the major attributes that its market is looking for, thus losing out on the 
chance to introduce a successful product instead.

Metrics can be double-edged and need to be used with care. According 
to a well-known adage, “What you measure is what you get.” That is, 
once a metric has been established, workers will refocus their efforts in 
order to meet it, regardless of whether that is the most appropriate place 
to put their attention. In education, this is known as “teaching to the 
test.” In work design and education alike, it can have a seriously debilitat-
ing effect, as participants lose touch with the meaning of their efforts in 
favor of the immediate achievement of the numerical benchmark. This, 
of course, works in complete opposition to the cultivation of an innova-
tive workforce.

Function teams extend and elaborate the mechanistic approach to work 
design, making it more flexible and intelligent. Function teams can gen-
erate a more comprehensive view of work flow than their individual 
members can, and in more forward-looking companies they are given 
responsibility for finding ways to improve work flow. These teams enable 
redundancy as workers learn to do one another’s jobs within a particular 
segment of the company and can step in as needed to assist or substitute for 
one another. Such teams can also be assembled to respond to special needs 
or projects, bringing together different disciplines in an inclusive process 
with results that benefit from combining the intelligence of members.

The problem is that function teams perpetuate the fragmented outlook 
that is characteristic of the machine paradigm. They focus on streamlining 
the inner working of an organization, rather than on discovering what 
will be required to improve the lives of customers. Through this inward 
focus, they limit the possibilities for development in both their members 
and their organizations as a whole. By their very success, they diminish 
a business’s vitality, viability, and potential for evolution.

Restructuring refers to changing the way reporting relationships are orga-
nized. For most organizations, restructuring is the preferred method for 
addressing issues or attempting to create change. It is based on the premise 
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that any problems a company might be facing can be addressed by put-
ting the right people in the right positions and getting various kinds of 
work under the right umbrellas. For example, a company might change 
its structure from one that sorts all of its functions into different silos to 
one that brings together multiple functions around a regional focus.

What most companies miss is that changes in structure, no matter how 
big or dramatic, will not change the thinking processes of workers. As long 
as the collective orientation of an organization is internal, fragmented, and 
functional, restructuring can only produce fragmented, superficial, and 
usually very costly changes. Changes in the way an organization thinks 
and how it activates and channels the energies of its people are not the 
result of shifting structure but of shifting the nature of working process.

The Behavioral Paradigm

Control over labor leads to external motivation

The machine paradigm enabled the rapid development of the industrial 
era, but at some point the speed and predictability of industrial machines 
outstripped the predictability of the people operating them. At this point, 
attention shifted from how to control the manufacturing process to how 
to control labor.

In the early twentieth century, psychologist John Watson persuaded 
leaders of industry to fund his research laboratory at Johns Hopkins 
University. He promised that his research would show them how to con-
trol people’s behavior with the same level of scientific predictability and 
rigor that engineers were able to bring to the design of machinery. This 
work, which founded the discipline of behaviorism, was predicated on the 
belief that internal, subjective experience was irrelevant. The only phe-
nomena that mattered were behaviors that could be objectively observed, 
categorized, and conditioned. Watson’s research into operant conditioning, 
which was extended and elaborated by such well-known behaviorists as 
B.  F. Skinner, had enormous impact later in the century on the field of 
work design, education, parenting, and advertising.5
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Behavioral psychology is effective, in large part, because it taps into 
characteristics that humans share with many other animals. Through 
research on rats, primates, and other mammals, behaviorists were able to 
accurately describe how to condition people’s behavior.

Like the aristocratic and mechanistic paradigms that preceded it, 
this approach assumes an outside authority whose goals drive all activ-
ity and thus shape employee behavior. It ignores and therefore fails to 
take advantage of many of the higher functions of human intelligence. 
Companies and all of their people have the innate potential for reflection 
and self-management, qualities they need to develop in order to move into 
the uncharted territories where innovation occurs. Business practices like 
the following, which are based on the premises of behavioral psychology, 
inevitably have far more negative than positive effects.

Incentive is the promise of a future reward, designed to stimulate a single-
minded pursuit. For example, companies might promise salespeople a 
bonus for exceeding certain targets. An incentive generates a very specific 
stimulating effect on the brain by highlighting a gap between what people 
have and what they could have. This creates the compelling desire to close 
the gap, and thus serve as a source of energy to drive the development of 
desired behaviors and outcomes.

Because incentives trigger a primitive, engrained response, they pro-
duce a number of unintended consequences. First, they strongly reinforce 
self-aggrandizement, so much so that people can dedicate highly creative 
energy toward the counterproductive purpose of gaming the system. 
Second, they focus people’s attention on the incentive, rather than on 
customers. Third, they reduce the sense of agency and locus of control in 
workers, placing it instead in the hands of those who are creating the incen-
tives and providing the rewards. This not only undermines the ability to 
be self-managing, it also infantilizes people. Thus it is small wonder, given 
the ubiquity of this practice, that Americans struggle to see themselves as 
engaged, empowered participants in their own democratic institutions.

Rewards are designed to build and reinforce bonds of loyalty between 
workers and the superiors who bestow them. They can be distributed 
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through incentive programs, but they can also arrive unexpectedly as the 
result of beneficence from above. In contrast to incentives, their effect on 
the brain is to reduce stimulation and satisfy desire, thereby producing a 
bond with the organization or person who doles them out.

Rewards subtly erode human character and relationships by valoriz-
ing dependency and self-serving loyalty over authenticity and the self-
respect fostered within a community of equals. Organizationally, they 
contaminate a business culture by politicizing relationships, dividing 
people into competing camps of mutual benefit. In addition, they set in 
motion a downward spiral of dependency. As employees are less and less 
able to look to themselves to anticipate the needs of customers, each year 
they require management to provide them with increasingly explicit goals, 
incentives, and rewards to accomplish this basic work.

The irony is that the practice of giving rewards, which is so universally 
accepted as a way to improve performance, simply doesn’t work. As Daniel 
Pink points out in his book Drive, research has shown time and again that 
rewards are only effective when it comes to the simplest and most menial 
tasks.6 Anything that is complex and requires sustained effort depends 
on the development of people’s intrinsic drive, which operates indepen-
dently of external rewards. Yet, the belief that rewards are necessary to 
sustain motivation is so deep and unquestioned that people continue the 
practice throughout their social and professional institutions. They fail to 
understand how profoundly destructive it is to the development of free, 
independent, thoughtful, and democratic human beings, and they simply 
can’t imagine an alternative.

Recognition is a special case of reward, wherein an authority figure singles 
out an individual or team and holds them up as exemplary with regard to 
how they work or what they have accomplished. Recognition programs 
reinforce a specific business culture by honoring those qualities that will 
earn workers love, acceptance, admiration, and emulation. As a rule, a 
business will use the recognition process as an opportunity to call out and 
instruct others in the qualities they are to cultivate in themselves if they 
are to be accepted members of the community.
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Distinguishing particular people for recognition carries with it some 
very real hazards. First of all, no one is perfect, and shining a light on 
their accomplishments also opens them up to scrutiny by their peers with 
regard to their weaknesses, ultimately undermining the purpose of the 
reward. Second, no one does anything alone. When recognizing an indi-
vidual or team, a business implicitly disregards the work of everyone else 
in the organization who contributed to their success, thereby leading to 
discontent, jealousy, and competitiveness.

Third, recognition encourages generic behaviors, thereby diminishing 
the richness and diversity of an organization’s culture. By emphasizing one 
set of qualities as desirable, a company implicitly instructs its individual 
employees to abandon or sublimate the singular qualities that make them 
unique, setting them outside of group norms. But these qualities are the 
sources of passion and drive in individuals and the pathways by which 
innovation enters an organization. Singling out one individual or group 
for recognition has the effect of turning down the lights on all the others, 
depreciating the greater part of a company’s most valuable assets.

Role modeling is based on identifying a living exemplar whose way of 
being should be emulated. Companies who adopt it as a primary manage-
ment practice consider it to be critical for the development of leadership. 
A leader engages in exemplary behavior—often based on the life of an 
important historical figure, such as General George Patton or Eleanor 
Roosevelt—that others are expected to copy.

Role modeling has the same genericizing effect that recognition pro-
grams have. In addition, it feeds an unhealthy form of grandiosity in 
everyone who is asked to take it on. It sets them up to imagine that they 
are superior to others, a behavioral manifestation of the old aristocratic 
paradigm.

Rating and ranking is the foundation on which rewards, recognition, and 
role modeling are all based. Rating and ranking is carried out against 
the background of a set of standards and expectations established by the 
organization to govern the performance and behavior of its labor force. 
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Workers can be individually rated and then ranked in comparison to 
others with regard to their relative success in meeting these standards 
and expectations.

In a sense, rating and ranking provides the stick that goes with the 
carrots of reward and recognition. By incentivizing conformity to orga-
nizational norms and ideals, rating and ranking reinforces the corrosive 
loss of differentiation and individual creativity in a work force. Instead of 
seeing their business as an instrument for contributing to a better world, 
workers come to see themselves as instruments of an authoritarian will 
that requires them to give up their own unique identities and passions. In 
this way, the aristocratic and mechanistic paradigms reassert themselves 
through newer, more sophisticated psychological means.

Not surprisingly, innovation as a collective activity is impossible in 
a system that promotes conformity. This forces companies to establish 
specialized innovation programs staffed by innovation experts who do 
the work on behalf of the rest of the company. But in fact, this reduces the 
potential scope for innovation because no team of specialists can match the 
comprehensive view and collective intelligence of an entire organization. 
It also tends to limit innovation to product offerings, rarely addressing 
innovation in such things as operations, distribution, or customer service.

Performance reviews extend the mechanistic idea of feedback and stan-
dards into the behaviorist paradigm. As with feedback, a performance 
review starts from the assumption that the only way for workers to get an 
accurate view of their performance is to have other people tell them how 
they are doing. As with standards, a performance review assumes an exter-
nal and objectively verifiable level of expected performance. Performance 
reviews, backed up by incentives and punishment, are designed to steer 
workers closer and closer to standardized ideals of behavior and results. 
Originally, the practice was an exclusively top-down activity, in which 
a superior reviewed the work of a subordinate, but it has shifted over 
time. Now it is often a participatory engagement in which subordinates 
incorporate their own perspective into the review. And an even more 
inclusive ordeal, known as 360-degree feedback, includes input from a 
worker’s colleagues.
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The minute a business standardizes assessment to an imposed review 
process, it obliterate the sense of agency and individuation in workers. 
Their work is carried out as mechanical activity inside a box, rather than 
as a creative and living response to emerging conditions. This box is usu-
ally formed by goals that are set at the beginning of the year, and these 
goals provide immediate limits within which work takes place, regardless 
of what is happening in the larger world. This places counterproductive 
limitations on the thinking of workers, who wish to receive good reviews 
and therefore focus on achieving the goals rather than take the risk of 
examining them and of seeming to question authority.

In addition, performance reviews trigger all of the same negative con-
sequences as feedback, providing an enormous distraction for workers. 
Rather than looking outward to the larger effect that a company is trying 
to produce in the world and for its customers, workers look inward to their 
review. They waste time and spend psychological energy worrying about 
or arguing with its contents. Add to this the research demonstrating that 
reviews are inevitably skewed by unconscious personal and institutional 
bias, and the entire process can be seen to diminish energy, goodwill, and 
the likelihood that creative outliers will find ways to make useful contri-
butions.7,8,9 Happily, this view is becoming more generally accepted, and 
human resource divisions have begun to move away from the practice of 
employee reviews.

Market research and customer feedback are two practices that arose as 
local businesses grew into companies so large that they could no longer 
maintain direct contact with customers. Market research allowed com-
panies to identify the needs and desires of customers and thus to steer 
the course of product development and improvement. The practice has 
evolved in sophistication, taking into account ethnographic information, 
demographic trends, and, of course, direct feedback from customers.

Yet inevitably, market research is only the application of the behavioral 
paradigm to customers. It assumes that consumers are like rats mov-
ing through a maze, motivated by rewards and looking for ways to get 
them more easily and consistently. And customers, unlike rats, can say 
where they are encountering difficulties running the maze. Based on their 
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reports, the company can then shift its behavior and hope in return that 
customers will shift theirs.

As Steve Jobs has pointed out, consumers will tell you what annoys 
them or what they want right now, but they are almost never able to articu-
late what they aspire to achieve and what might help them get there.10 
This is why, as the Harvard Market Research Center has demonstrated, 
80 percent of the information derived from surveys will fail to translate 
into sales.11 The dirty secret about market research is that it makes people 
in a company lazy. Instead of generating deep thinking about directions 
customers are seeking to go in their lives, workers come to depend upon 
relatively useless information about where customers are right now. This 
becomes the basis for making bad and very expensive decisions about 
where to invest product development resources—decisions whose failures 
are blamed on almost everything but the original market research.

Universal training is useful and necessary for building skills. For example, 
when a company adopts a new software program to manage its internal 
systems, then it is necessary to train everyone to use it. However, training 
is not appropriate when it comes to the development of human creativ-
ity, motivation, or agency. These need to be awakened, not inculcated. 
They require a structured educational process, one that is experiential, 
developed through time, reflective, and based on independent discovery 
within the context of work application. Whereas training is a mechanical 
process that everyone goes through in more or less the same way, educa-
tion is an individuating process that supports the development of unique 
capabilities. The role of an innovative organization is to create the condi-
tions within which true education can take place.

The Human Potential Paradigm

Self-actualization leads to internal motivation

The aristocracy, machine, and behavioral paradigms emphasized the use 
of external controls (over ownership, process, or labor) as a means to move 
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toward some ideal of performance. By the middle of the twentieth century, 
this emphasis on control was becoming increasingly out of step with a 
culture that was exploring the importance of human self-determination 
and self-expression. By the 1960s, this ferment had caused the rise of the 
human potential movement, led by such influential humanistic psycholo-
gists as Virginia Satir, Abraham Maslow, and Carl Rogers. They rejected a 
system that treated people as if they were merely tools, celebrating instead 
the idea that human beings were inherently worthy. In place of controls, 
they proposed self-direction; in place of optimization, they proposed actu-
alization; and in place of the idea of humans as the tools of others, they 
proposed the pursuit of the potential inherent in each person.

The human potential movement effectively shifted a host of organi-
zational systems toward a new view of the role of humans in work. These 
became far better able to tap the creativity and energy of employees, even 
as employees found their work to be more meaningful and satisfying. Still, 
by limiting its focus to the self-actualization of individuals, the human 
potential movement contained a fundamental blind spot. It kept the focus 
inward and human, which meant that it was unable to adequately take 
into account the relationship between humans and the larger systems that 
we interact with—especially the natural systems.

Perhaps the greatest issue that resulted from the adaptation of human-
istic psychology to business had to do with the consultants who attempted 
to do the adapting. Steeped as they were in the mechanistic and behaviorist 
paradigms, they misunderstood the fundamental insight of the human 
potential movement—that humans needed to be the authors of their own 
choices and actions. Instead, they took the concept of human development 
to be simply a replacement for the concept of performance. As a result, 
the programs that they developed to apply the philosophy of humanism 
were profoundly colored by the techniques of behaviorism. Some of the 
most common programs based on humanist principles are described here, 
along with the main reasons why they don’t work.

Surveys of organizational climate and culture are designed to help busi-
nesses develop an objective and unbiased understanding of how people 
feel about their overall work experience. The opinions of workers are 
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solicited on everything from fairness in hiring and pay to the degree of 
personal fulfillment they receive from their work. The aim of all this is 
to engage the intelligence and self-determination of employees in order 
to help companies provide supportive work environments that improve 
their people’s performance and motivation.

But like all such feedback processes, climate and culture surveys gather 
information about likes and dislikes within the frame of people’s existing 
body of experience. As a rule, they invite superficial reactions rather than 
deep, creative thinking. This makes them anti-innovative because they 
add nothing to the kind of insight that would put an organization out in 
front of its workers’ experience.

Even more important, surveys have the effect of separating workers 
from their own agency. Rather than encouraging co-responsibility for 
creating the conditions for meaningful work, surveys imply that someone 
else will take responsibility for the information that has been gathered. 
This usually leads to resentment, because by the time a complaint or sug-
gestion makes its way through the organization and back to the employee, 
in the form of some new program, it bears little relationship to what was 
originally articulated. “Why do they ask me, if they don’t intend to do 
anything about it,” disgruntled employees think to themselves (and some-
times complain aloud).

Typologies of personality are used by companies as a way to manage the 
complexity that shows up whenever we begin to think of people as autono-
mous, self-managing individuals, rather than machine parts or lab rats. 
They sort and classify people, but not by background, training, or educa-
tion. Instead they classify them according to personality or psychological 
traits, such as introverted and extroverted or analytical and synthesiz-
ing. In this way, the reasoning goes, programs and practices can be more 
closely tailored to their needs. Typologies are also intended to help people 
better understand themselves and one another in order to promote more 
harmonious working relationships.

Unfortunately, typologies simplify the unlimited diversity and 
changeability of human expression, and simplification is almost always 
a bad way to try to manage complexity. Also, they cannot be verified. 
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There is no scientific basis for the assertion that there are “four types of 
human mind” or “nine types” or “twelve types.” This in itself wouldn’t 
be an issue, if it weren’t for the fact that typologies are fundamentally 
destructive in practice.

The real issue is that typologies are a method of generalization. The 
minute a business groups people into categories, it diminishes their unique 
individuality, which is the most sustainable source of their motivation 
and desire to contribute. It also puts a box around the workers’ poten-
tial. Typologies emphasize the broad features that people have in com-
mon, while obliterating the subtler distinctions that differentiate them 
from one another. They perversely reinforce those broad commonalities 
at the expense of distinguishing differences, as people come to identify 
themselves with the category into which they have been placed. They also 
delimit the range of possible expressions, creating an artificial ceiling on 
what someone might aspire to become. For example, a person might con-
clude, “I’m a naturally messy thinker, so I could never be good at anything 
that requires attention to detail.”

Participatory ideation seeks to promote an atmosphere of inclusiveness 
by soliciting the opinions and thoughts of employees, using methods like 
group process, suggestion boxes, or memos circulated to invite responses. 
Ideally, these methods give employees a sense that they are playing a role 
in the decision-making process, while greatly enriching the raw material 
that management draws on to make its decisions.

Participatory ideation falls apart precisely when it parts company 
from decision making, action, and evaluation. Employees are asked to 
contribute thoughts without any expectation or opportunity to follow 
through with actions, and this diminishes both their agency and their 
sense of responsibility for the quality of thinking generated. The problem 
is that participation is simply too passive, too low-level an activity for a 
company to ask of its employees. What’s needed is a way of engaging, 
in which ideation, execution, and evaluation are undertaken as a single, 
seamless process. The quality and feasibility of ideas goes up and their 
tendency to create fragmentation goes down when people know that they 
will have to deliver on them.
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Instant potential derives from the philosophy that everyone has the inher-
ent capacity to rise to almost any occasion, if given the opportunity to sink 
or swim. Managers who operate from this philosophy give their employees 
major challenges and lots of leeway to figure them out. From this point 
of view, failure is an acceptable part of the process, since the whole point 
of the exercise is to get people to discover their potential through making 
the effort.

The problem here is the strong element of magical thinking in the idea 
that potential will manifest, full-blown and fully realized, in response to 
some challenge, as though it were controlled by an on-off switch. Actually, 
potential is open-ended. It grows over time as it is developed. A new-
born infant is almost pure potential, but the realization of that potential 
requires parenting, socialization, education, and self-examination if it is 
to manifest.

In fact, there are several hazards associated with the idea of instant 
potential. The first is that throwing people into the deep end can quite lit-
erally traumatize them. It can actually destroy their potential. The second 
is that if businesses adopt the belief that potential can be activated by an 
on-off switch, then these institutions are relieved of their critical respon-
sibility for providing the developmental culture within which potential 
actually flourishes. Businesses, if they truly want to unleash human poten-
tial, have to commit themselves to developing it, not just utilizing it.

Visioning taps the unique power of the frontal lobe of the human brain, 
which is able to project thoughts into the future. A visioning process 
invites people to generate a collective image of a better state that they want 
to move toward. Once this collective vision has come to life in people’s 
minds, they will move mountains to try to bring it into reality. Small 
wonder that visioning processes have been so widely adopted by groups 
of every stripe as a way to chart a future direction.

However, in spite of their power, visioning processes in the workplace 
are deeply toxic. First of all, visions occur in the minds of individuals, not 
in groups. In order to translate those individual visions into a collective 
statement, the diversity of interpretations needs to be ironed out, with all 
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of the areas of disagreement set aside. The result is a compromised pastiche 
cobbled together around what people are able to agree on.

Also, by inviting people to contemplate a better world, visioning pro-
cesses implicitly start from what currently exists and ask people to improve 
upon it. Even “blue sky” processes, intended to promote openness to the 
wildest of possibilities, assume people’s experience of what exists as the 
basis for their leaps of imagination.

At the same time, visioning processes fail to actually address reality. 
Because they are framed around questions about what kind of future 
people would like to see, they indulge people’s human tendency to uncon-
sciously project themselves onto the world. Visioning, in other words, sub-
tly promotes the subjugation of nature and people by making the desires 
of the visioners the principle around which they organize.

Instead, people in businesses and other organizations should engage 
together in the process of imaging the working of the living entities they 
wish to know and serve, seeing them as mutually interactive aspects of 
a whole system. This has the advantage of decreasing ego involvement 
and preventing projections, and it is something groups can learn to do 
together early in a work design or other change process. Also, imaging 
can be extended to any effort to engage with an entity or entities within 
a living system. It will always improve outcomes.

Institutional ideals offer an aspirational measure of behavior or accom-
plishment that can be shared across an organization. They describe a 
pattern for people to emulate, a way of being that informs an organiza-
tion’s distinctive culture and world view. Ideals are intended to energize 
a workforce, providing a template toward which people can move: “We’re 
energetic self-starters!” or “We get it right—first time, every time.” They 
establish the boundary conditions that indicate who will fit well within a 
given organizational culture.

The long and celebrated history of human ideals, reaching back far 
beyond ancient Greece, carries buried within it the equally long history 
of their destructive potential. Ideals, after all, are inherently compulsory. 
People who can’t meet the ideal are by definition failures, somehow less 
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than. This is as true of our ideals of human beauty, skin color, speech 
patterns, and manners as it is of our ideals of business behavior. Ideals 
objectify—they impose norms and open the space within which one group 
despises, excludes, or shuns another.

By extension, this exclusionary space limits the potential for indi-
viduated growth and development and therefore genuinely individual 
invention. As long as workers are striving to achieve someone else’s ideal, 
they are diverted from pursuing the expression of their own individual 
potential. This cuts them off from the source of their creativity and, there-
fore, from the contribution that they alone could make to the future of 
their organization. As with so many other practices that seek to create a 
common standard, institutional ideals undermine human innovation.

As a side note, it’s important to point out that principles and ideals are 
not the same thing, although they are both intended to cultivate aspira-
tion. Ideals are fixed, and thus they act in opposition to differentiation and 
evolution. Principles, on the other hand, are open-ended and encourage 
ongoing exploration and human development.

Here’s an example of the difference. When I first worked with DuPont, 
the company held a strong ideal of safety, expressed as zero tolerance for 
accidents. Not surprisingly this produced an atmosphere of anxiety, espe-
cially given the company’s history of firing any manager who experienced 
a serious accident on his or her watch. Perversely, this was leading to an 
increase in accidents.

We proposed a principle to replace this ideal: “An increasingly safe 
workplace every day.” Instead of starting the day by asking workers, “How 
safe were we overnight?” plant managers began to ask them to report on 
a different question: “How did we improve safety yesterday?” This shift 
in emphasis turned safety into something that people could engage with 
creatively. Instead of a fixed ideal, safety became something that had no 
upper limit, an arena within which innovation could flourish.

Human-centered design grew out of the recognition that older paradigms 
had focused entirely on the efficient accomplishment of tasks, leaving 
the higher needs of human beings almost entirely out of the picture. The 
human potential movement set out to address this oversight by working 
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on everything from comfort and ergonomics in the workplace to prob-
lem-solving participation as a way for employees to derive meaning and 
satisfaction from their work. Taken together, these strategies create a far 
more hospitable work environment for human beings.

As good as it may be, though, human-centered design leaves out one 
of the most critical prerequisites to a genuinely innovative work culture: a 
focus on stakeholders. Like most of the innovations of the human potential 
movement in general, human-centered design is focused inward: “As long 
as we keep our people happy, everything else will fall into place.” But this 
inward focus necessarily limits the amount of meaning that work can 
provide.

Until people develop their capacity to focus their attention on the 
evolution of those larger stakeholder systems that lie outside of themselves, 
the deep or disruptive innovation that makes work truly meaningful lies 
outside their grasp. Although the insights of the human potential move-
ment have been extremely important for growing more humane working 
environments, they are no longer sufficient to meet the need for profound 
changes in the world today.

Detoxifying Your Business

I meet people on a regular basis who express enthusiastic interest in add-
ing new tools to their toolbox. They can see the power of the practices I 
recommend and want to learn how to integrate them into the work they are 
doing. “Sorry,” I have to tell them. “I’m afraid I can’t help you with that.”

A regenerative approach is systemic and based on a coherent world-
view or paradigm. It can’t be bolted onto an existing work design that 
was built out of toxic practices and derived from antiquated paradigms. 
Why would you want to drag the old destructive patterns into the differ-
ent future that you are trying to create? You might be able to achieve a 
few improvements here and there, but the transformational benefits of a 
regenerative work design would be lost.

In order to work in a regenerative way, you need to clear the decks of 
old, toxic practices and the mindsets from which they arose. For example, 
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98 The Regenerative Business

I know of many companies that have encountered the concept of promises 
beyond ableness in one of my books or lectures and loved the idea. But 
when they try to implement it for themselves, they almost always create 
a program designed like all their other programs. They give employees 
instruction on how to select tasks, they provide incentives for those who 
successfully complete them, and they train people in the core competen-
cies that they will need. In other words, by hanging on to old paradigms, 
they take a concept that has the potential to completely transform their 
business and use it to reinforce pre-existing blinders.

Real promises beyond ableness have their origins within the workers 
themselves. The driver is intrinsic—the caring and creativity that can be 
found in any human being—rather than external in the form of some 
top-down program through which people are marched. A company that 
wants to foster promises beyond ableness needs to create the conditions 
for workers to have their own discoveries about what customers really need 
and to experience the awakening of their own will to do something about 
it. But creating the conditions for personal agency and authority requires 
dismantling the machineries of compulsion, feedback, and hierarchical 
authority. Once workers have discovered their own guiding star, they 
will organize themselves to grow the capabilities they need to be able to 
follow it.

In part 2 I have laid out the criteria and conditions for a regenerative 
business, along with many of the most toxic practices that you will need 
to weed out in order to make your business regenerative. In part 3 I will 
lead you through the change process required for building a regenerative 
business.
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