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MIT’s Enterprise Forum is a brilliant way to encourage entrepreneurship by creating a forum for mutual 

learning and by building a network of relationships among like-minded people who share an interest in 

starting and building companies. 

I appreciate this opportunity to share my learning and experience from 35 years of building my 

company, Analog Devices.  Analog Devices is a semiconductor company focused on what we call real 

world signal processing applications.  This year we’ll have sales of about $1.5 billion with about 7500 

employees spread throughout the world. 

We started the company in the boondocks of Cambridge with modest goals appropriate to our 

resources and experience and we enlarged the scope of our vision over the years as we grew and 

developed, but always in a way that was internally and externally consistent and congruent with our 

vision.  We did not have the benefit of venture capital but rather, we boot-strapped our way with sweat 

capital and retained earnings until we went public four years into the mission. 

The most basic question about entrepreneurship is why would you or me or anyone want to start a 

company anyway?  What is the purpose of the enterprise? How do you determine whether or not 

you’ve been successful? 

If you were able to see out to Cisco or Lucent or AOL for something well north of $100 million before 

having made a profit or a sale or even a product and before having to face the risk and hassle of building 

an organization, then I think we would all agree you were successful regardless of what your purpose 

had been. 

Until recently, to aspire to this outcome would have been considered a fantasy or even lunacy.  Today, it 

happens but still rarely.  So if that’s your goal, well that’s okay, why not, but at least you need a fall-back 

position. 

More typically you start a company because you want to run your own show, because you believe you 

can do something better that is already being done and because you hope you’ll achieve a level of 

financial independence that will give you the freedom to do whatever you want to do with the rest of 

your life. 

At least that’s the way I thought about it.  What I found after achieving financial independence was that 

I liked what I was doing so I just kept doing it.  As you get into it and satisfy your personal needs, you 

begin to think more fundamentally about the purpose of the company, independent of your personal 

goals.  Back in the sixties, most people would say the purpose of an enterprise was to create wealth for 

its stockholders.  I always had trouble with this concept, even though it served my personal interests.   
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Today, most people would say the purpose of an enterprise is to satisfy the needs of all its stakeholders 

– its stockholders, customers, employees and suppliers – probably in that order.  Based on what I 

learned from Hewlett-Packard, when I worked there in the 60’s, I adopted this stakeholder model long 

before it because fashionable, except I put employees as first among equals, then customers, then 

stockholders, then suppliers and then the communities in which we lived and worked. 

It’s always been a requirement in business that you meet the needs of stockholders, especially for VC’s, 

since otherwise you don’t get the money or even if you do get the money, they’ll throw you out if you 

don’t meet your promises and their expectations. 

And it’s pretty obvious that, especially as a newcomer, you’ve got to meet real needs of customers, 

conspicuously better than the competition, or else you will soon get into trouble. 

Meeting the needs of employees in start-ups is paradoxically more implicit than explicit.  This situation 

derives from the fact that everyone is so committed to survival and success that personal interests are 

subordinated to customer and stockholder satisfaction.  In fact, people often work so hard that social 

life and family life are seriously compromised not because it’s expected or requested, but because they 

want to. 

The start-up environment is the halcyon days for an enterprise.  The vision and priorities are crystal clear 

to everyone and there is a burning desire to achieve every milestone along the way.  People are not 

concerned about who works for whom or who has the authority to make decisions.  Everyone just jumps 

in and works together to get the job done.  There’s a lot of excitement and satisfaction from your work. 

The challenge is how to preserve the magic of the birthing process.  As the organization grows and the 

business becomes more complex, it’s difficult to sustain this communal spirit.  Many possible avenues 

for success emerge and the vision can become blurred.  An increasing number of objectives begin to 

compete for scarce resources and conflicts arise over priorities.  It becomes necessary to establish 

business processes to plan, to control, to coordinate action, to establish priorities and to make 

decisions. 

And you need to divide up responsibility, to establish structure and to define authority, which leads to a 

power structure and pecking order.  These transformations tend to inhibit individual freedom to decide 

and to act.   

As this scenario unfolds, as it inevitably does, the individual interests of the parts (employees, teams) 

can drift away from the collective interests of the whole (company). The challenge is to continue to align 

the interests of the parts with the interests of the whole company.  Thus, employee satisfaction must 

become an explicit goal with an explicit philosophy and strategy for meeting employee needs.  In fact, it 

can be argued that attracting and retaining employees is the biggest challenge for early stage companies 

today. 

So the question is, what do employees want from their association with the company?  Maslow’s 

hierarchy of needs is still a good place to start. 
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At the most basic level people want to feel secure in earning a living to cover the basic requirements of 

life which goes a lot further these days than just food and shelter.  You’ve got to educate your kids, 

acquire and maintain your BMW, vacation in the Caribbean and address all those other essentials of 

modern life.  People want to work in an environment where they can enjoy friendship and collaboration 

with interesting associates who are open, honest and helpful. 

They want to be part of an organization that’s the best at what it does and that’s successful in reaching 

its goals.  They want to be recognized and rewarded fairly for their contributions to that success. 

People want to be challenged to work to their fullest capabilities and even to be stretched beyond their 

capabilities as a way to grow and develop.  They like an environment which encourages boldness and 

risk-taking, which accepts failure as a possible outcome of pushing the envelope and which sees in 

failure an opportunity to learn. 

People want to be treated fairly and with respect.  Most of all, people want the freedom to decide what 

to do and how to do it once the overarching vision and objectives are determined. 

How do you go about assuring that these basic needs are met?  To start, you need to focus on 

continuously improving the quality of the work environment by initiating a number of programs that are 

known as satisfiers, not all at once, but gradually over time.  For example, recognition is a strong, 

universal yet often neglected need and it’s so easy to address.  You just have to realize it’s important 

and do it.  There are hundreds of good models out there to copy.  For example, one company I visited 

that stressed innovation as their primary success factor had pictures in the lobby of everyone who had 

been awarded patents along with the dates and titles of the patents.  What a powerful message. 

In thinking about these programs you need to distinguish between improving the quality of work-life, 

the quality of individual ability and the quality of teamwork and to make sure you address all aspects. 

And you need a way to gauge where you stand and where corrective actions are required.  One way is 

surveys.  A better way, is for senior managers to meet frequently with small groups to solicit feedback.  

Are people having fun, feeling important and valued and proud of what they and the company are 

accomplishing? 

A less tangible, but perhaps more important challenge is to establish a culture which respects the dignity 

of each person, which values the diversity and uniqueness which every person brings to the team and 

which encourages teamwork and high quality relationships as prerequisites for high performance 

organizations. 

In the beginning, the way the leader and other senior managers act, speak and listen and the way they 

behave with subordinates and especially with each other sets the tone of the place and begins to form 

the culture.  Everyone watches your behavior and takes their cues.  Are you open, honest, fair, caring? 

There are certain values and behaviors you want to reinforce and you do this mostly by example as 

manifest in your way of being.  But as you grow larger, you have to write this stuff down and embed 

your values and beliefs in your performance management system and in your approach to coaching and 
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developing people.  You have to be explicit about the behaviors you want and don’t want.  These values 

become the invisible glue which holds an organization together. 

In my view there is no alternative today to some form of a Theory Y, participative human resource 

philosophy which is implied by the highest levels of Maslow’s hierarchy of needs.  Today employees 

have a lot of options about where they work.  The best and brightest people want an environment 

which encourages and helps them to develop and advance to their full potential and which gives them 

the broadest latitude and freedom to exercise their judgment.   

If you accept this view, then there is no need to reinvent the wheel in articulating your business and 

human philosophy.  Rather, steal shamelessly from the best.  For example, Hewlett-Packard wrote their 

corporate objective in 1957 and it’s changed very little since that time.  When we wrote our corporate 

objective in 1972, we essentially copied HP because what they said then made so much sense.  We 

added a section on human resource philosophy to emphasize our commitment to employee satisfaction 

and the values and beliefs we wanted to inculcate.   

To be more explicit, let me read the Preface of our HR Philosophy: “At Analog Devices we view business 

as a human process, the ultimate goal of which is to satisfy the needs and aspirations of the people 

associated with the firm – primarily our employees, our customers and our stockholders.” 

As regards employees, we say “our goal is to create an environment in which each person feels affiliated 

with honest, interesting and helpful people, engaged in worthwhile and challenging tasks, achieving 

results for which they are proud, recognized and rewarded – an environment in which each person’s 

capability is challenged and occasionally exceeded, this stimulating and directing the development 

process.” 

Here are some of the basic beliefs about people which we articulate in our philosophy and consciously 

reinforce and perpetuate at Analog Devices.  

We believe: 

• That people are honest and trustworthy. 

• That people want to contribute to their full potential. 

• And that people want to be recognized and rewarded for their accomplishments. 

We believe: 

• That individual initiative and innovation are essential to success. 

• But learning to work in teams is also key. 

We believe: 

• That risk is inherent in our business. 

• And that failure of programs should not equate to failure of people. 

• And when breakdowns occur, blame the system and fix it, don’t blame the people. 
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Writing this stuff down is the easy part, committing your way of being to live what you say and to 

achieve consistent behavior throughout the organization is the hard part. 

As a simple example, we say we believe people are honest and trustworthy.  As a result, in the early 

days we resisted putting guards at the doors or requiring people to wear badges, even against strong 

voices to the contrary.  As a result, we’ve lost some PC’s and other equipment over the years, but 

nothing very significant.  It’s a small way of saying we trust you.  We make an exception in our wafer fab 

facilities, since a belligerent intruder here can cause unacceptable damage. 

Our business strategy is also strongly influenced by our philosophy about people.  Human beings have 

always been motivated to discover the unknown, to create new knowledge, to find better and different 

ways of doing things, to be the best at what they do. 

A business strategy which achieves leadership in its market niche gives expression to this human 

aspiration and opens opportunities for individual and group fulfillment.  People want to be part of an 

organization that is creating the future and controlling its destiny.  They want to be part of a winning 

team. 

A cornerstone of our business strategy has always been to tackle opportunities where we can be the 

leader or a least a leader.  In 75% of our product lines, we have the largest market share. 

Market leadership is sustained through the innovation process which not only satisfies customers’ needs 

and creates economic wealth, but also nourishes basic human drives for discovery and creativity. 

People seek purpose in their work.  Innovation implies not just invention, but also creation of something 

that customers care about and value. 

The biggest reward for engineers is for them to see their products sell big time and better yet to become 

the acknowledged industry standards.  This sparks pride and touches deep-rooted needs for recognition. 

People want to be affiliated with and to learn from the very best people in their field.  The best gravitate 

to the place that is committed to discovering and to advancing the state-of-the-art. 

Our spirit of innovation, entrepreneurship and leadership, and our commitment to learning and 

improvement are intangible but important reasons why people come and stay at Analog Devices.  As 

you grow larger, it takes a lot of proactive effort and initiative to sustain this spirit of adventure.  There 

are many pressures to play it safe and to “prove it to me.”  At Analog Devices we bet on people more 

than we bet on the numbers.  Nobody knows the future.  In the end we depend on the judgment of our 

people.  Competitiveness in high tech comes down to competence of our team versus their team. 

One of the themes that I have consistently emphasized at Analog Devices is the paramount importance 

of building trustful relationships with employees, customers, stockholders and suppliers. 

Trustful relationships start a commitment to openness, honesty and integrity.  But also, people want to 

deal with individuals and organizations who are sincere, reliable and competent and who have the 

resources to back up their commitments. 
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For example, with customers our goal is not just to deliver products and services which generate 

satisfaction or even delight, but more importantly, to build long term trustful relationships by 

consistently meeting our commitments and by responding to and quickly resolving problems as they 

arise.  If you win the trust and confidence of your customers, they will share with you their deepest 

concerns which allows you to offer solutions that are invisible to competitors. 

One story that always stuck in my mind was about a computer company that was having a lot of delivery 

problems.  They hired a consulting company to help and as one step they benchmarked best industry 

practices.  What they learned was that HP stood out on delivery performance.  On closer examination, 

however, they found that HP’s delivery to promise date was no better than their client’s.  But when HP 

was going to miss delivery, they notified the customer well in advance and worked with them to 

minimize the impact.  This showed that HP cared about their customers which actually strengthened 

their image and relationship even in the face of disappointments. 

Trustful relationships between the company’s leaders and its employees is also of paramount 

importance, which also comes down to demonstrating through words and deeds, large and small, that 

the company cares about their welfare.  But this is not enough.  Trustful relationships between groups 

and between people within the organization are also key to building high performance organizations 

through more effective teamwork and cooperation. 

One approach to building trustful relationships beyond the essentials of openness, honesty and integrity 

is to focus on conversations and networks of conversations as the most important process by which 

work is done in team based organizations. 

Visions are created with language.  Possibilities are discovered through conversations.  Alignment is 

achieved through conversation.  Coordination is managed through conversation.  Motivation is inspired 

by conversation.  Breakdowns are dissolved through conversations.  Learning is achieved through 

conversation.  Relationships are enhanced through conversation. 

So we can say that the most important and universal process that leaders use is conversation, and the 

most important skill is the ability to make intended actions occur through articulating, eliciting and 

coordinating commitments.  The fact is, many managers don’t do this very well. 

A fundamental problem that leads to misunderstanding in conversations is the basic assumption that 

what I say is what you hear.  In reality the words we speak don’t always accurately represent our 

intended meaning.  Moreover, what is heard is filtered by the listener’s beliefs, background and 

experience and very importantly by the emotion and mood of the moment.  (Example: performance 

review) 

A lot of waste can be avoided as well as damage to relationships by taking more responsibility for the 

interpretation of what we say and what the other person hears.  For example, for better listening we 

can say, “Now let me repeat what I heard you say to see if that is what you intended,” and for better 

speaking we can say, “Now tell me what you heard me say to see if that is what I intended.” 
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There’s much more we can learn to improve our conversation skills which I believe is very important.  In 

the time available tonight I can’t go into the details but I would like to give you a sense of what I have in 

mind.  For example, we can distinguish between different categories of conversations and different 

conceptual models for improving conversations as a process. 

Just to illustrate, there are conversations for relationships, conversations for possibilities and 

conversations for action,  We are born and nurtured to approach conversations for relationships and 

possibilities with a uniview of the world,  That is, the way I see the world is the way it is and the goal of 

conversation is to impose my views to overwhelm yours.  This view is especially prevalent among young 

engineers. 

An alternative is to accept that there can be several views of the world which are equally valid, 

depending on your background experience, belief, etc.  In this model, the goal of conversations is to 

discover and value multi-views of the world and to search for areas of agreement on shared concerns 

that will lead to mutually beneficial actions. 

To arrive at a multi-view, we need a shared model of how reasoning occurs and inferences are made.  In 

a conversation, we select from available facts and data those which are relevant to us.  We then make 

inferences from the selected facts and data, draw conclusions and make decisions and then take action. 

This ladder of reasoning usually occurs unconsciously with lightning speed.  The facts we select and the 

inferences we make are strongly influenced by our beliefs, experience, background, culture and a whole 

host of other factors that constitute the observer that we are.  In this respect, every person is unique in 

the way they see the world. 

A multi-view is created by consciously drilling down each other’s ladder of reasoning in a given situation 

to understand the facts and data that were selected, the basis for the inferences made and the 

background and beliefs which influenced each other’s reasoning process.  From this kind of open, 

exploratory conversation we discover shared concerns which then form the basis for coordinated action 

to achieve shared goals. 

Another method for achieving alignment, I’ll mention briefly, is balancing inquiry and advocacy.  Mostly, 

as I just said, we approach conversations with high advocacy in trying to impose our view of the world 

on others.  A more constructive way to advocate is by explaining our position by stepping through the 

ladder of reasoning as I pointed out. 

Inquiry can take the form of interrogation which is offensive.  Alternatively, we can adopt an interview 

style which sincerely seeks to understand the other person’s ladder of reasoning.  Productive 

conversations balance inquiry and advocacy so as to encourage mutual learning and to avoid over-

engaging.  

Conversations are like a dance in which both partners must learn the steps and be willing to practice.  By 

exercising these simple steps, you can greatly improve the quality of relationships and open new 

possibilities for action. 
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About 70% of the conversations we hold in a business context are conversations for action, that is, 

requests and promises on the one hand or offers and acceptances on the other.  A lot of breakdowns 

and misunderstandings occur because we are sloppy in our approach to these conversations.  This atom 

of work is a model which helps to improve the clarity of requests and promises and the reliability of 

commitments. 

Specifically, the process involves negotiating explicit conditions of satisfaction upfront which are clear to 

both the customer and performer, and creating an environment where promises are taken seriously, 

where the performer promptly gets back to the customer if something comes up where the conditions 

cannot be met and where the performer closes the loop on completion to make sure that the 

customers’ needs were in fact satisfied. 

Work in organizations gets done through a network of conversations in which the performer in one step 

in the process becomes the customer in the next.  As we know from experience, a breakdown in any link 

of the network becomes a problem for a lot of people and requires continuous expediting.  Developing a 

culture where people take their commitments to each other seriously is essential to creating a high 

performance organization which delivers satisfaction to the ultimate paying customers while creating a 

hassle-free work environment.  

Engineers and scientists are trained to be like Spock, to take emotions out of the equation and to rely 

solely on facts and logic.  And we are told at an early age to not let our emotions sway our decisions. 

Clearly the scientific model has an important role, but on the other hand, we cannot or should not deny 

the powerful role which emotions play in people’s lives. 

The biggest lesson that engineers must learn in making the transition to a manager or even a team 

leader is that people’s ambition and motivation on the one hand or resignation and fear on the other 

are stimulated through the emotional part of the brain, not through the cognitive part.  Facts and logic 

alone do not inspire people and organizations to accomplish great things.  The limbic or emotional 

system is accessed through conversations.  Vision may be created in the cortex, but new realities in the 

world are created through the words we speak and how we speak them.  The role of the leader at every 

level of the organization is to create a positive, ambitious mood in which people are inspired to work to 

their full potential and to accomplish extraordinary feats.  So when it comes to people and 

organizations, we cannot shy away from our emotions.  To the contrary, we must embrace and harness 

the emotional energy for which human beings seek expression.  It’s through conversational competence 

that we do this. 

In a broader sense, I assert that doing what comes naturally in speaking and listening is often not 

effective.  A lot of waste, inefficiencies, bad relationships and lost opportunities can be avoided by 

enhancing our conversation competence and learning to design conversations to achieve intended 

outcomes. 

We are living through a massive paradigm shift in the way organizations are managed which is best 

characterized by Russell Ackoff’s first axiom of systems thinking, namely, that “the performance of an 

organization depends much more on how the parts works together than on how well they work 
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separately.” In fact, Ackoff goes on to say that by optimizing the performance of the parts, you 

systemically suboptimized the performance of the whole.  Traditionally, division of responsibilities 

between the parts was predicated on the maxim “you do your part and I’ll do mine and by the way, staff 

off my turf.”  In high performance organizations people are committed to each other’s success.  To 

succeed as an individual, the team or organization of which you are a part must succeed and thus it is in 

your self-interest to reach across the boundaries of assigned responsibility to help others achieve shared 

goals.  It took me half of my adult life to begin to understand the power of systems thinking.  50/50 

relationships don’t work nearly as well as those in which all players are committed to do more than their 

fair share. 

In command and control organizations, emphasis is placed on vertical lines of authority and on reporting 

relationships and measurement systems which tend to optimize the performance of the parts.  In high 

performance organizations, the most important relationships are the horizontal interactions between 

the parts which are driven by commitments to shared goals. 

Drawing on our experience from Total Quality Management, the best way to think about organizations is 

as parallel structures.  The attributes of both structures are needed to address different kinds of issues.  

The traditional hierarchy focuses on control, on compliance to standards, policies and legal constraints 

and on authority to make decisions quickly where there is an emergency or sense of urgency.   

The network or cross-functional team based structure focuses on learning, improvement and 

development by empowering teams of people with the best skills and experience independent of their 

rank or functional position in the hierarchy.  Decisions are reached more through consensus and a 

democratic participatory process than through authority in order to gain the benefits of multiviews and 

the motivation from empowerment.  When the process doesn’t converge toward consensus, deadlocks 

are broken by deferring decisions to the team leader or the team sponsor. 

The management principles which apply to these two paradigms are very different as I’ve illustrated 

here.  The choice is not either/or.  Managers must be skilled at both and at deciding when and where to 

apply one approach versus the other. 

However, our life experience is so permeated by the command and control paradigm that many 

managers have difficulty functioning in an ambivalent environment.  They are uncomfortable with 

empowering subordinates to act independently in cross-functional teams and with accepting the 

decisions of these teams as requirements for their area of responsibility. 

By the same token, people working in teams often have greater allegiance to their bosses than to the 

team, since they perceive that the boss has more influence on their career progression. 

To operate effectively in both domains, functional managers must learn new skills and adapt to different 

roles, from being the boss to being the coach, facilitator and sponsor of teams – from controlling people 

to developing people and supplying people where they are most needed – from a functional orientation 

to a cross-functional orientation which focuses on optimizing the interactions. 
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It’s important also to note that in our quest for more democratic management we do not disempower 

our leaders to lead.  In the end, process is no substitute for the emotional energy which great leaders 

can inspire by their vision and their commitment to succeed. 

Greta leaders first and foremost know that they must win the trust and support of the organization in 

order to have the slack to be courageous and bold and to sometimes be wrong. 

Contrary to conventional wisdom, in my view, the role of leaders is not primarily to make decisions, but 

rather to encourage others to make decisions and, more importantly, to make commitments and to take 

ownership for outcomes. 

By articulating a compelling vision, the leader leads through enrollment and inspiration instead of by 

authority and power of position.  But there are times when it’s necessary and appropriate for leaders to 

use their power to absorb the risk for bold decisions, to break deadlocks or to move debate beyond 

trivia. 

In conclusion, having the best product that beats the competition hands-down is a necessary but not 

sufficient condition for start-ups to make it through the maze and dodge the unforeseen bullets they’ll 

face.  High technology companies like any other companies are more about people and the human side 

of the equation than they are about science and engineering.  Employees today have high expectations 

and a plethora of options to achieve their goals.  With a compelling vision in hand, goal one for leaders is 

attracting and retaining the human resources required to achieve the vision.  Goal two is creating a work 

environment where people are motivated to work productively and harmoniously together at their peak 

capability.  Goal three is to engender the belief and hope that the company will be successful in meeting 

its goals. 

A successful enterprise is not a zero sum game in which the interests of employees, customers and 

stockholders are in conflict and in some way must be traded off.  Rather, there is or there can be a 

virtuous cycle in which satisfaction at one level generates satisfaction at the next in a process that is 

positively reinforcing.  The energy for this virtuous cycle is derived from satisfied and motivated 

employees and thus they are or should be the first among equals in shaping the philosophy, objectives 

and strategies of the firm. 
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