Disequilibrium
Introduction

SME s face real challenges due to their size, they operate  further down the supply chain and are often dependant on larger businesses for support.

If they are in a fortunate position where their unique capabilities cannot be replicated they can act as  a monopoly  supplier and maybe control their own destiny with a modicum of assurance and certainty.

For the vast majority of SMEs they live in a constant state of flux, being exposed to external forces typified in Porter’s five forces model (1) and having to cope with changes in the environment. They also have to cope with internal changes brought about by growth, and major technological changes that alter the balance of the infrastructure of the business processes themselves, in short they live in a constant state of flux and the challenge is to manage the business in this unequal state.

Lets take a medical analogy and explore whether equilibrium ever exists, normal everyday cardiac activity is rhythmic  and periodic, responding to the energy demands of the brain and physical needs of the body, heartbeat rises and falls dependant on activity levels, However, even the heart, that most natural of regulators is prone to bouts  of ventricular fibrillation, Irregular heartbeats are more common than first thought. The dynamics of the heart are complex, yet it’s main job is to maintain equilibrium. Under stress, the heart will not stop fibrillating on it’s own, this chaotic state is stable , only a large external device, a defibrillator can re establish  a steady state, but is fibrillation  a manifestation of another chaotic state and the heart is fundamentally living with chaos in one form or another and the only difference is the pace at which it beats?  

Using the medical analogy to promote an equilibrium view is perhaps best thought of as closely examining traditional models of the firm, which like the heart, at first glance appear to be functioning in a steady state with the traditional resource based view of the firm lending itself to the maintenance of steady states or equilibrium. 

Game theoretical approaches would also act like the heart in that additional demands or movements by other parts of the body will prompt the heart to react by altering the rhythmic patterns , however, place the heart of the firm under pressures of disequilibrium and you encounter apparent unpredictability’ or is this organised chaos and the only difference in behaviour is the pace of chaos and it’s response to external stimuli.  

The Pace of change
In the past the rate of chaos has been slower, but with sophisticated and fast performance improvements  in the very infrastructure of the way the business develops, SMEs are constantly having to find ways to catch up with the pace of the business environment in which they operate. The move to more visibility in Supply Chain structures themselves mean that change is enforced upon them (usually via IT) by their upstream customers, who themselves are being fed by a constant stream of  ephemeral market data. The move towards lean and agile business processing means that the SME is caught in the responsiveness trap of having to change to maintain it’s customer base.
The dynamic environment has been likened to  ‘Clock speeds’ (2), and the three variables identified with Change are Product , Organisational and Process  clock speeds and whilst there has been an emphasis on decay of organisational resources, typically in larger organisations, in SME’s this analysis is focussed on organisational, that is to say it does not possess the amount of material to decay as it’s larger counterparts.

This process creates a looped approach to change management because as soon as steady state is reached then further feedback and change emerges which causes in itself further disequilibrium.

Charles Fine and Little Brown and Co (2) have also developed a ‘Double Helix structure which illustrates how industry and product structures evolve, constantly caught in an iterative process , this analysis is a useful approach to managing chaos and constantly trying to maintain equilibrium in larger organisations can be achieved by measuring which part of the double helix the industry/product is, however, at the SME level, the firm simply does not know.
There are much clearer signs in the SME by virtue of the fact that it does not have the complex structures, reporting systems, IT infrastructure or any of the  elaborate neurological connections that exist in larger organisations, these signs are usually picked up via the internal competencies (sometimes called ‘Tacit knowledge’). At it’s most stripped down level, the management of chaos then devolves around choices
On the one hand it can commit complexity to supply chain management and find a best fit of resources to cope with the upstream partners needs (effectively trying to mirror the partners position in the Helix) and then try to change it’s position on the Helix the minute the partner itself changes (or a new partner comes along), or it can keep things plain and simple, easy  to handle and therefore easy to change.

SME strategy has therefore to be simple,  adaptive and responsive.

Even the Intended strategy has to cope with chaos of the unexpected, typical models such as that devised by Johnson and Coles (3) will show ‘intended strategies’ undergo transformation before they become ‘ realised strategies’

SME thinking therefore ,in old fashioned speak has to be ‘Change Ready or ‘Chaos Aware’’ which by definition infers that a constant state of change/chaos is apparent at all levels of the business and is  a diffused attribute that influences the way an SME thinks within it’s simplistic environment

Keep it simple, ensure everyone is on board with the need to change existing frameworks and understands why!

To achieve this state represents a paradigm which is more prevalent in smaller operations, the fact that small equates to nimble means that response times are faster and inertia is less. This is achieved almost subconsciously by having a Corporate attitude that accepts change as the norm. 
The Diffusion of Chaos
This ‘diffusion’ ofChaos capabilities is derived from two key sources within the business
Firstly internalisation- this is the degree to which an SME has to be change ready to accommodate the environment in which it operates, this is the traditional view, there is also a further view on this that the secondary  diffusion of Chaos emanates from within and an awareness at all levels of the business that constant change is a required state whereby opportunities for change are constantly explored, a much more active process of change management.

This has also been described as a ‘Shaping ‘ process (Appendix 4) and there are three main parts, namely

A Shaping view

A Shaping platform

A Shaping Act and assets

Taking this more proactive approach necessitates thinking of how the SME steers through it’s environment, at the SME level it is much more easier to shape ( and change) strategy because of the ‘flatness’ of the organisation structure. Small informal employee and management structures are much more easily managed where there is reasonable access and visibility of senior management. Quite often ‘chaotic’ behaviour or ‘chaostic’ thinking is influenced by the osmotic pressures displayed everyday by Senior Management and percolates through every layer of the business.

SME leaders consciously or subconsciously understand that living with disequilibrium requires the ability to think on your feet and this agile thinking gets transmitted through the apparent behaviour of the CEO.

Instinct

Instinct, risk taking, co ordinating resources are  all part and parcel of managing disequilibrium. The successful SME manages to combine all three and change becomes part of the DNA and readily embraced.

Managing in a dynamic environment requires swiftness of thought and feet.

Having a proactive imagination and considerable scenario planning helps engagement of the business and it’s partners.

Keeping Change in the environment strengthens operational efficiencies in overcoming obstacles, two way communication is vital and in SMEs it is easy to take the Corporate temperature and gauge the willingness and receptivity to the cope with the present state and the pace and desire to achieve the intended state.

Open channel communication is paramount in assessing changeability and cutting  across functional boundaries for ideas can also assist the diffusion process   
Having a long view and taking small strategic steps towards this end means that chaos does not go off the Agenda and that the chaotic influences of external and internal Strengths, Weaknesses ,Opportunities and Threats become minimised.
The SME has particular challenges in keeping the ‘diffusion of chaos’ uppermost as a unique capability.
More specifically

Does the ‘Chaos aware’ strategy allow for extreme change? 

Does the ‘Chaos aware’ strategy allow room for the increased resources if growth is inevitable and how are  these additional resources made ‘Chaos aware

Can the CEO sustain the ‘Chaos aware’ mindset so that complacency or tiredness does not set in and ruin this key strategic capability

A large part of the strategy is based on Instinctive thinking of the CEO or the Board, at the SME level it is more obvious when the drive and determination dwindle to such a degree that atrophy sets in and the diffusion either becomes too diffuse, decays  or disappears completely, constant  change is an energetic approach to business, managing the Corporate Energy levels is also  a key component of disequilibrium management.

Chaos should be refreshing not exhaustive, so focus of change and the longer term alignment of the Corporate and Change strategy requires careful management.

Do not get in  the ‘change for change’ sake mentality.  

Get into the mentality that Chaos is healthy

Non linearity in feedback processes serve to regulate and control, if you push a non dynamic process in a different direction, it will remain off track, if you push a dynamic system , it will attempt to return to it’s starting point, Physicists will tell you of a phenomenum called Mode Locking, ( eg where radio receivers can lock in on signals even when there are small frequency fluctuations.),  

With all such control processes, a critical factor is robustness and the ability of organisations to withstand the fluctuations of change and having reserves of resource to temporarily draw on to cope with the change before it returns to equilibrium and puts these additional resources back into cold store.
In short the simpler the system, the simpler the behaviour, the second law of Thermodynamics is quite apposite –Everything  tends towards disorder., the disorder in SME behaviour arises from the pace, quantity and time of the change, coping with this chaos is the unique capability of successful SMEs. 
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