
Breathing Life into a Dying System 7 

change. For example, many farmers in India have lost ownership of 

their seeds to Monsanto.

 7. A disconnect between actual ownership forms and best societal use of 

property. The disconnect between actual ownership and best soci-

etal benefit results in a bubble in which state and private property, 

despite their merits, allow the overuse and mismanagement of the 

ecological and social commons in epic proportion.

 8. A disconnect between technology and real societal needs. This discon-

nect generates technology bubbles that serve the well-being of a few 

in already overserved markets. For example, most R&D spending 

by the pharmaceutical industry caters to markets at the top while 

largely ignoring the needs at the base of the socioeconomic pyramid.

These bubbles and structural disconnects produce systems that are 

designed to not learn. The systems operate through delayed or broken 

feedback loops that prevent decision-makers from experiencing and per-

sonally feeling the impact of their decisions. In our current complex 

FIgure 1. The iceberg model: a surface of symptoms and structural disconnects 
(bubbles) below it.
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 3.0:  The social-market model, characterized by the rise of a third 

(NGO) sector and by negotiated coordination among organized 

interest groups.

 4.0: The co-creative eco-system model, characterized by the rise of a 

fourth sector that creates platforms and holds the space for cross-

sector innovation that engages stakeholders from all sectors.

As in evolutionary stages, the earlier stages continue to exist at the later 

stages: That is, all four coordination mechanisms are complementary; 

they are not substitutes for one another.

Today, though, we are having the wrong conversation. Economic and 

political discourse is often framed as a choice between more privati-

zation, deregulation, and slashing of the welfare state and more regu-

lation, government, and stimulus-based deficit spending. This debate 

reflects the world of the twentieth century, not the world of the twenty-

first century.

To paraphrase the quote above attributed to Einstein, we cannot solve 

the current 4.0 type of eco-system problems with the 2.0 and 3.0 ego-

FIgure 2. The iceberg model: symptoms, structures, thought, and sources.
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view concerns the power of attention: We cannot transform the behavior 

of systems unless we transform the quality of attention that people apply 

to their actions within those systems, both individually and collectively.

Leading from the Emerging Future

In exploring this territory more deeply, we realized that most of the 

existing learning methodologies relied on learning from the past, 

while most of the real leadership challenges in organizations seemed to 

require something quite different: letting go of the past in order to con-

nect with and learn from emerging future possibilities.

We realized that this second type of learning— learning from the 

emerging future— not only had no methodology, but also had no real 

name. And yet innovators, entrepreneurs, and highly creative people 

all express an intimate relationship with this deep source of knowing. 

Otto started referring to it as Theory U and presencing. Presencing is a 

blended word combining sensing (feeling the future possibility) and pres-

ence (the state of being in the present moment). It means sensing and 

actualizing one’s highest future possibility— acting from the presence 

of what is wanting to emerge.

FIgure 3. The blind spot of leadership.
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 3. Go to the edges of the self. To apply this process in the context of insti-

tutions, we have to power it with a new leadership technology. The 

core of this technology focuses on tuning three instruments: the 

open mind, the open heart, and the open will. With an open mind, 

we can suspend old habits of thought. With an open heart, we can 

empathize, or see a situation through the eyes of someone else. With 

an open will, we can let go and let the new come.

 4. Pass through the eye of the needle. At the deepest point of each U jour-

ney is a threshold. Crossing that threshold, passing through the eye 

of the needle, can feel like dying and being reborn. According to the 

Bible, “It is easier for a camel to go through the eye of a needle than 

for a rich man to enter the kingdom of God.”21 The phrase “eye of 

the needle” refers to a gate in ancient Jerusalem: For a man to fit his 

camel through Jerusalem’s gate, he had to remove all the bags from 

the camel’s back. Likewise, if we want to go through the eye of the 

needle at the bottom of the U, we have to let go of everything and 

offload all the baggage that isn’t essential. Going through that gate 

FIgure 4. The U process of co-sensing and co-creating: presencing.
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Truth rather than operating with an open mind, by getting stuck 

in Us versus Them rather than operating with an open heart, and 

by being frozen inside one rigid identity rather than operating with 

an open will. What do we call social systems that have these three 

characteristics? Fundamentalist. Fundamentalism is the result of 

closing down and freezing our mind, heart, and will— as opposed to 

opening, warming, and illuminating them.

We live in the tension of these two fields. We are not one, but are 

often torn in two. Sometimes we operate from our highest future 

possibility (presencing). But every now and then we lose it and get 

stuck in old patterns of downloading (absencing). We experience this 

fragile nature of current reality not only in personal relationships, 

but also in the area of global development and change. We are torn 

FIgure 5. The social spaces of collective creation (presencing) and destruction 
(absencing).
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table 1 Structural Disconnects and System Limits

 
Ecological  
issue

Income  
issue

Financial  
issue

Technology  
issue

Leadership  
issue

Consumerism 
issue

Governance 
issue

Ownership 
issue

Surface 
Symptom

1.5 planet 
footprint

Top 1 percent 
own more 
than bottom 
90 percent

US$1.5 
quadrillion 
speculation 
bubble

Quick 
technological 
fix syndrome

Collectively 
creating 
results that 
nobody wants

Burnout, 
depression, 
consumer-
ism without 
well-being

Inability to 
face chal-
lenges at 
scale of whole 
system

Overuse 
of scarce 
resources; 
tragedy of the 
commons

Structural 
Disconnect

Decoupling 
of unlimited 
growth 
and finite 
resources

Decoupling 
of Haves and 
Have Nots, 
of wealth and 
basic need

Decoupling 
of financial 
economy and 
real economy

Decoupling of 
technological 
solutions and 
societal needs

Decoupling of 
old leadership 
tools and new 
challenges

Decoupling 
of GDP and 
well-being

Decoupling 
of parts and 
whole

Decoupling 
of current 
ownership 
forms and best 
societal use

Systemic 
Limit

Limits to 
growth → 
cultivating 
finite 
resources

Limits to 
inequality → 
embodying 
human rights

Limits to 
speculation 
→ organizing 
around the 
real economy

Limits to 
symptom 
fixes → 
focusing on 
sustainable 
solutions

Limits to 
leadership 
→ direct, 
distributed, 
dialogic self-
governance

Limits to 
consumerism 
→ attending 
to inner and 
relational 
sources of 
happiness and 
well-being

Limits to 
competition 
→ redrawing 
boundaries 
of competi-
tion and 
cooperation

Limits to state 
and private 
property → 
property 
rights for the 
commons

 



FIgure 6. Only in its early stages does economic growth boost life expectancy. 
Source: United Nations Development Program, Human Development Report (New 
York: Oxford University Press, 2006).
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FIgure 7. Health and social problems are closely related to inequality among 
rich countries. Source: Richard Wilkinson and Kate Pickett, The Spirit Level: Why 
Equality Is Better for Everyone (New York: Penguin, 2009), 20.
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Nobel Laureate Joseph Stiglitz argues in The Price of Inequality that 

even after the 2007– 08 financial crisis, “the wealthiest 1 percent of 

households had 220 times the wealth of the typical American, almost 

double the ratio in 1962 or 1983.”4 Stiglitz emphasizes that inequality 

results from political failure and argues that inequality contributes not 

only to the social pathologies pointed out above, but also to economic 

instability in the form of a “vicious downward spiral.” The results are 

daunting: almost a quarter of all children in the United States live in 

poverty.5

The third data point connects this conversation to the ecological dis-

connect. Figure 8 depicts the sustainable development challenge to our 

current economy. This challenge is visualized through two thresholds. 

The first is the average available biocapacity per person. The second is 

the threshold of high human development. What would sustainable 

development look like? All countries would need to be in the sustainable 

development quadrant at the bottom right of the figure. The distance 

between most countries and that quadrant shows the magnitude of our 

challenge.

FIgure 8. Ecological footprint versus human development index, 2008. 
Source: Global Footprint Network and WWF, Living Planet Report 2012 (Gland, 
Switzerland: WWF, 2012), 60.
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table 2 The Challenge-Response Model of Economic Evolution

 
Primary societal 
challenge

Response: 
coordination 
mechanism

Primary sector/
players

Primary source 
of power

Dominant  
ideology

Primary state  
of consciousness

Society 1.0:  
State-Driven, 
 Mercantilism, 
Socialism

Stability Commanding: 
hierarchy

State/
government

Coercive (sticks) Mercantilism; 
socialism 
(state-centric 
thought)

Traditional 
awareness

Society 2.0:  
Free-Market-Driven, 
Laissez-Faire

Growth Competing: 
markets

Capital/business; 
state/government

Remunerative 
(carrots)

Neoliberal 
and neoclassic 
(market-centric) 
thought

Ego-system 
awareness

Society 3.0: 
Stakeholder-Driven, 
Social-Market 
Economy

Negative domes-
tic externalities

Negotiating: 
stakeholder 
dialogue

Civil society/
NGOs; capital/
business; state/
government

Normative 
(values)

Social 
democratic or 
progressive 
thought

Stakeholder 
awareness

Society 4.0: 
Eco-System Driven, 
Co-Creative 
Economy

Global disruptive 
externalities, 
resilience

Presencing: 
awareness-based 
collective action 
(ABC)

Cross-sector 
co-creation: civil 
society/NGOs; 
capital/business; 
state/government

Awareness: 
actions that arise 
from seeing the 
emerging whole

Eco-system-
centric thought

Eco-system 
awareness

 



table 3 The Matrix of Economic Evolution

Stage  Nature  Labor  Capital  Technology  Leadership  Consumption  Coordination  Ownership

0.0: Communal; 
Premodern 
Awareness

Mother 
Nature

Self-
sufficiency

Natural 
capital

Indigenous wisdom Community Survival Community Communal

1.0: State-Centric: 
Mercantilism; 
State Capitalism; 
Traditional 
Awareness

Resource Serfdom, 
slavery

Human 
capital

Tools: Agricultural 
Revolution

Authoritarian 
(sticks)

Traditional 
(needs-driven)

Hierarchy 
and control

State

2.0: Free Market: 
Laissez-Faire;  
Ego-Centric 
Awareness

Commodity 
(land, raw 
materials)

Labor 
(commodity)

Industrial 
capital

Machines: first 
Industrial Revolution 
(coal, steam, railway)

Incentives 
(carrots)

Consumer-
ism: mass 
consumption 

Markets 
and 
competition

Private: 
exchange 
of private 
ownership 
in markets

3.0: Social Market: 
Regulated; 
Stakeholder-
Centric Awareness

Regulated 
commodity

Labor 
(regulated 
commodity)

Financial 
capital 
(externality-
blind) 

System-centric 
automation: second 
Industrial Revolution 
(oil, combustion 
engine, chemicals)

Participative 
(norms)

Selectively 
conscious 
consumption

Networks 
and 
negotiation

Mixed 
(public-
private)

4.0: Co-Creative: 
Distributed; 
Direct; Dialogic; 
Eco-Centric 
Awareness

Eco-system 
and commons

Social and 
business 
entrepre-
neurship

Cultural 
creative 
capital 
(externality-
aware)

Human-centric 
technologies: third 
Industrial Revolution 
(renewable energy 
and information 
technologies)

Co-creative 
(collective 
presence)

CCC:  
collaborative 
conscious 
consumption

ABC: 
awareness-
based 
collective 
action

Shared 
access to 
services 
and 
common 
resources
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That’s what the theory said! In reality, the story unfolded somewhat 

differently— namely, with overwhelming externality problems. These 

circumstances prompted economic systems to evolve into the upper two 

quadrants, in order to operate from all three or four of them. Prompted 

by the global rise of the NGO sector, most economies have moved to 

include negotiation and dialogue among stakeholders as part of their de 

facto coordination mechanisms today.

The shift to the upper quadrants reflects a much higher degree of 

awareness of externalities on the part of individual decision-makers. It 

means creating holding spaces in which actors and decision-makers can 

internalize the impact that their decisions have on others and the state 

of the whole (externalities). In the case of negotiation and dialogue, the 

interiorizing of externalities is usually limited to some subset of the 

system, such as one’s own network or interest group. Coordinating via 

ABC internalizes the externalities of the whole eco-system. For ABC 

to work, groups must open up and link their common interests (head), 

their collective action (hand), and their shared solidarity and empathy 

(heart). Negotiation and dialogue require essentially the same process 

but tend to be limited to parts of the system.

The struggles of Northern Europeans (especially Germans) to inte-

riorize the externalities of their Southern European neighbors in the 

current euro crisis and vice versa, and the struggle of the white Ameri-

can middle class to extend the Social Security system to people of color 

and those without jobs (many of whom were left out of the New Deal 

table 4 Four Economic Coordination Mechanisms:  
A Journey of Interiorizing the Whole

System Integration/
Degree of 
Interiorizing 
the Whole

Primacy of  
the Whole

Primacy of  
the Parts

High 4.0: ABC*: head, heart, 
and hand (intentional)

3.0: Negotiation and dialogue: 
head, heart, and hand (ad hoc) 

Low 1.0: Central planning: 
visible hand

2.0: Markets and competition: 
invisible hand

* Awareness-based collective action.



table 5 Evolution of Property Rights by Economic Stage

Economy Property Rights Types of Goods Bundle of Rights and Responsibilities Institutionalization

0.0 Open access Common pool resources: 
ocean fisheries, atmosphere 
(nonexcludable, rival)

No property rights Communal ownership

1.0 State property 
rights

Public goods: national 
defense (nonexcludable, 
nonrival)

Property rights assigned by state State ownership: four-year 
election cycles

2.0 Private property 
rights

Private goods: food, cloth-
ing, housing (excludable, 
rival)

Private property rights can be exchanged 
by market (access, use, management, 
exclusion, and right to sell)

Private ownership: quarterly 
results

3.0 Mixed (public-
private) property 
rights

Mixed goods (public-private): 
eco-system services (exclud-
able, nonexcludable, rival)

Mixed property rights that are managed 
and in part exchanged by markets (access, 
use, management, exclusion, and right 
to sell)

Mixed-stakeholder ownership 
(organized interest groups)

4.0 Commons-based 
property rights

Common goods: fisheries, 
eco-system services (non-
excludable and rival)

Property rights are jointly controlled by 
trust-based co-owners, stakeholders, and 
trustees (access, use, management, exclu-
sion, and shared cultivation)

Shared eco-system ownership 
(trustees representing the 
whole system, including 
future generations)

 



table 6 Organizational Assessment

 Nature Labor Capital Technology Leadership Consumption Coordination Ownership

1.0 Resource Serfdom Human Tools Authoritarian Traditional Central 
planning

State

2.0 Commodity Commodity Industrial Machines Incentives Consumerism Markets and 
competition

Private

3.0 Regulated 
commodity

Regulated 
commodity

Financial System-centric 
automation

Participative Selective 
conscious 
consumption

Networks and 
negotiation

Mixed

4.0 Eco-system, 
commons

Entrepreneurship Cultural, 
creative

Human-centric Co-creative Collaborative 
conscious 
consumption

ABC: Awareness-
based collective 
action

Commons: 
shared access



table 7 The Matrix of Social Evolution

Field: Structure 
of Attention

Micro: Attending 
(Individual)

Meso: Conversing  
(Group)

Macro: Organizing 
(Institution)

Mundo: Coordinating 
(Global System)

1.0: habitual 
awareness

Listening 1: 
downloading habits 
of thought

Downloading: speaking 
from conforming

Centralized control: 
organizing around 
hierarchy

Hierarchy: commanding

Suspending

2.0: ego-system 
awareness

Listening 2: factual, 
open-minded

Debate: speaking from 
differentiating

Divisionalized: 
organizing around 
differentiation

Market: competing

Redirecting

3.0: stakeholder 
awareness

Listening 3: empathic, 
open-hearted

Dialogue: speaking from 
inquiring others, self

Distributed/networked: 
organizing around 
interest groups

Negotiated dialogue: 
cooperating

Letting Go

4.0: eco-system 
awareness

Listening 4: generative, 
open-presence

Collective creativity: 
speaking from what is 
moving through

Eco-system: organiz-
ing around what 
emerges

Awareness-based 
collective action: 
co-creating
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 5. With a different-colored pen, indicate in the table what you would 

like the future to look like (using percentages).

 6. Compare the two sets of percentages, notice the gaps, and develop 

ideas for bridging them.

CirCle	Conversation

 1. After answering the six questions above individually, have each 

member of your circle share their insights, questions, and intentions 

in regard to their personal profile.

 2. What interesting small prototypes can you think of for exploring 4.0 

types of operating that can move your profile from actual to desired?

table 8 Personal Assessment

Awareness
Micro:  
Listening

Meso: 
Conversing

Macro: 
Organizing

Mundo: 
Coordinating

1.0:  
habitual

Level 1: 
downloading

Downloading Centralized 
control

Central 
planning

2.0: 
ego-system

Level 2: 
factual

Debate Divisionalized Markets and 
competition

3.0: 
stakeholder

Level 3: 
empathic

Dialogue Networked Negotiation 
and dialogue

4.0: 
eco-system

Level 4: 
generative

Collective 
creativity

Eco-system ABC: seeing/
acting from 
the whole
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The driving forces behind the rapidly growing interest in mind-

fulness include (1) the crisis of the old paradigm; (2) successful inter-

ventions like MBSR that have pioneered a new approach to medicine, 

blending medical science, clinical application, and mindfulness; (3) 

training programs in MBSR for health professionals that seeded the 

field over many years; and (4) the establishment of the Center for Mind-

fulness along with an ongoing research program that helped to turn 

this momentum into published scientific studies and nurture a new 

field in medical science and a vibrant new research community. Jon 

recalls:

In the year 2000, during a meeting in Dharamsala, India, organized 

by the Mind and Life Institute, in which the Dalai Lama and a group of 

psychologists, neuroscientists, scholars, and contemplatives explored 

together the subject of destructive emotions and what might be done 

to mitigate the enormous personal and societal harm that so often 

stems from them, the Dalai Lama, amazingly and yet characteristi-

FIgure 9. Research publications on mindfulness, 1980– 2011. Figure prepared 
by David Black, MPH, PhD, Cousins Center for Psychoneuroimmunology, Semel 
Institute for Neuroscience and Human Behavior, University of California, Los 
Angeles. Source: J. M. G. Williams and J. Kabat-Zinn, eds., Mindfulness: Diverse 
Perspectives on Its Meaning, Origins, and Applications (London: Routledge, 2013), 2.
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often through government. Accordingly, figure 10, which shows how 

stakeholders communicate within our society’s systems, differentiates 

between individual and collective entities on the one hand, and suppli-

ers and consumers on the other hand. The four levels of conversation 

are represented by four rings.

The most common types of conversation, represented by the outer-

most ring, are

 1. unilateral and linear;

 2. low on inclusion and transparency; and

 3. organized by an intention to serve the well-being of the few.

At the center are the rarest and most precious types of conversation, 

which offer a major acupuncture point for future change. They are

 1. multilateral and cyclical;

 2. high on inclusion and transparency; and

 3. organized by an intention to serve the well-being of all.

Figure 10. Four levels of stakeholder communication in economic systems.

producers
 and 

suppliers

consumers,
users,
and 

citizens

individual

collective

Commercials
one-way

Propaganda

Lobbying and corruption
one-way

Consumerism

Markets
two-way

Voting

Elections
two-way

Public
Relations

Conversations

Conscious 
consuming

Stakeholder
dialogues

Corporate social
responsibility

CO-CREATION



Leading the Institutional Inversion 193 

in which decisions are made closer to markets and consumers or to com-

munities and citizens (figure 12). The good thing about 2.0 structures is 

the entrepreneurial independence of all of its divisions or units. The bad 

thing is that no one is managing the space between the units.

Which brings us to 3.0 structures, in which the source of power moves 

even farther from the top and originates beyond the traditional boundaries 

of the organization. The result is a flattening of structures and a networked 

type of organizing. Coordination works through negotiation and dialogue 

among stakeholders and organized interest groups. Power emerges from 

the relationships between players across boundaries (figure 13).

The good thing about 3.0 structures is their networked connec-

tions. The bad thing is the increase in vested interests. Special-interest 

groups use their networked connections to benefit their ego-interests 

while compromising the well-being of the whole. Examples include 

Wall Street (making taxpayers pay for its own risk-taking), Monsanto 

FIgure 12. Structure 2.0: 
decentralized. The source of power 
moves closer to the base. 

FIgure 11. Structure 1.0: 
pyramid. Power is centralized 
and resides at the top. Solid lines 
here indicate traditional vertical 
leadership structures.

FIgure 13. Structure 3.0: networked. 
Sources of power turn relational. 
Dotted lines here and in the following 
figures indicate networked and 
relational leadership, rather than 
hierarchical structures.
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awareness. Any system or community that wants to become aware of 

itself has to cultivate that negative space below the former base; that is, 

it has to cultivate the soil of the social field, the root system of the emerg-

ing new 4.0 types of organizing.

Institutional inversion can thus be described as a profound opening 

process that shifts the source of power from the top/center to the sur-

rounding sphere. It can also be told as a story of overcoming the vertical 

mind-matter split between leadership and frontline work in a system by 

inverting the pyramidal structure into a U-shaped holding space that 

cultivates the root processes of the social field: attending, conversing, 

organizing, and integrating.

Leading the 4.0 Revolution across Sectors

In spite of the importance of personal and relational change, we all know 

that none of the change initiatives discussed in earlier chapters will 

make a dent in the global challenges that we face unless we succeed in 

transforming the key institutions that constitute our society’s systems.

The way we do this is by helping them to advance to 4.0. This re -

quires a process of institutional inversion that replaces and supplements 

the old mechanisms of hierarchy and competition. The cultivation of 

dialogic and co-creative relationships will allow the stakeholders in each 

eco-system to innovate at the scale of the whole.

This chapter outlines a developmental roadmap for the institutional 

transformation that our generation is called to bring about. We can do it 

proactively, or we can leave it to our children after a long series of painful 

external disruptions and shocks. It’s a transformation that has been in 

the making for many years. The journey to 4.0 is the next stage of a pro-

cess that has been continuing over several centuries, and which differs 

FIgure 14. Structure 4.0: 
inverted pyramid. Transforming 
relationships from ego (I-in-me) 
to eco (we-in-me).



table 9 Sectors of the Current Institutional Transformation

Stage Government Health Schools Companies NGOs Banks

1.0 
Traditional 
Awareness: 
Hierarchy

Dominating 
state

Authority and 
input-centered: 
institution-driven

Authority and 
input-centered: 
teacher-driven

Centralized: 
hierarchy: 
owner-driven

Program-focused: 
reactive-driven

Traditional 
banking: 
owner-driven

2.0 
Ego-System 
Awareness: 
Markets and 
Competition

Dormant  
state

Outcome-
centered: 
managed care–
driven

Outcome-
centered: 
testing-driven

Decentralized: 
divisions: 
shareholder- and 
target-driven

Policy-focused: 
advocacy- and 
campaign-driven

Casino banking: 
speculation-driven

3.0 
Stakeholder 
Awareness: 
Networks and 
Negotiation

Welfare  
state

Patient-centered: 
need-driven 
pathogenesis

Student-centered: 
learning-driven

Matrix or 
network: 
stakeholder-driven

Strategic 
initiative–
focused: 
stakeholder-driven

Socially 
responsible 
banking: 
stakeholder-driven

4.0 
Eco-System 
Awareness: 
Awareness-
Based  
Collective 
Action (ABC)

D-4: direct, 
distributed, 
democratic, 
dialogic

Citizen-centered: 
well-being-driven 
salutogenesis

Entrepreneurial-
centered: 
co-sensing- and 
co-creating-driven

Co-creative 
eco-system: 
intention-driven

Eco-system- 
focused: 
intention-driven

Transformative 
eco-system 
banking: 
intention-driven
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relationships, while the lion relates to 3.0 (“I want”) and the child or self-

propelling wheel belongs to 4.0 (the sacred “Yes”).

Beijing: Leading Learning Communities in  
the Chinese Government

This may sound hopelessly idealistic, and some of you may be tempted 

to roll your eyes as you read this. But we believe that the few emerg-

ing 4.0 examples that we report on in this book are just exemplary 

pieces of a much larger shift that is starting to happen around the 

table 10 Parallels in Education and Health Systems Transformation

Stage Health Schools Relationship
Learner/ 
patient

Teacher/
physician

1.0 
Traditional 
Awareness: 
Hierarchy

Authority- 
and input-
centered: 
institution-
driven

Authority 
and input-
centered: 
teacher-driven

Doctor-/
teacher-
centric

Recipient Authority

2.0 
Ego-System 
Awareness: 
Markets and 
Competition

Outcome-
centered:  
managed 
care–driven

Outcome-
centered: 
testing-driven

Transactional Customer Expert

3.0
Stakeholder 
Awareness: 
Networks 
and 
Negotiation

Patient-
centered: 
need-driven 
pathogenesis

Student-
centered: 
learning-
driven

Dialogic Client Coach

4.0 
Eco-System 
Awareness: 
Awareness- 
Based  
Collective 
Action 
(ABC)

Citizen-
centered: 
well-being-
driven 
salutogenesis

Entrepre-
neurial-
centered: 
co-sensing-, 
presencing-, 
and 
co-creating-
driven

Co-creative Co-creator Midwife

 



table 11 Stages of Economic Logic and Corporate Development

Stage of  
Economic 
Development

Coordination 
mechanism  
(power)

Pivotal  
sector

Dominant  
economic logic

Purpose  
of business

Company  
examples

Stakeholder 
relationships

1.0: 
Centralized 
State Economy

Hierarchy, 
regulation, 
control (sticks)

First sector:  
public

Economies of 
scope: vertical 
integration

Control over 
entire value 
chain

Old IBM Controlling

2.0: 
Free-Market 
Economy

Market and 
competition 
(carrots)

Second sector: 
private

Economies of 
scale: horizontal 
integration

Profit and 
shareholder  
value

Intel, Microsoft Transactional

3.0: 
Social-Market 
Economy

Networks and 
negotiations 
(norms)

Third sector:  
social 

Economies of 
networks (and 
scope): circular 
integration

Eco-system 
domination

Apple, Facebook, 
Google

Empathic but 
dominating: no 
shared ownership

Co-Creative 
Eco-System 
Economy

ABC: awareness-
based collective 
action (presencing 
of the emerging 
whole)

Fourth sector: 
cross-sector 
collaboration

Economies of 
presencing: spiral 
integration

Eco-system 
stewardship: 
co-creative 
relationships 
with self, other, 
nature, whole

Emerging 
examples: Natura, 
BALLE, Alibaba

Generative: 
co-sensing, 
presencing, and 
co-creating highest 
future potential
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such as propaganda and corruption, in the outer sphere to co-creative 

relationships in the innermost sphere.

The problem of our economy today is that too much money circulates 

in the toxic outer sphere, which includes speculative profit extraction 

that fuels more speculation bubbles as well as corruption and propa-

ganda. Furthermore, too little money moves into the innermost sphere, 

which is the heart and source of all social, economic, and cultural life. 

It is in that inner heart where the sources of all economic value and cre-

ation and of all human creativity are found: education, community, and 

the cultivation of the eco-system commons. And it is here where gift or 

seed money is most required.

OK, so there’s too much money in the outer sphere and too little 

money in the inner sphere. But how big is that problem, really? It’s big. 

Remember the $1.5 trillion in foreign transactions, not even 5 percent 

of which is connected to anything in the real economy? That’s how big 

it is. It’s a huge problem— and there is a lot of money at stake for very 

tiny but powerful special-interest groups that feed themselves from the 

FIgure 15. Shifting the center of gravity for economic and conversational action.
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elements of the U.school as a broad societal innovation platform. Some 

of our first results are summarized below.

awareness-baseD	aCtion	researCh

The books Presence and Theory U introduced the U as a language and 

transformative grammar of profound innovation and systems change.3 

The Matrix of Economic Evolution, introduced in this book, is another 

cornerstone in our evolving framework of consciousness-based action 

research. The Presencing Institute also operates a creative commons– 

based website that shares the further evolution of this framework and 

its practical methods and tools.4

ColleCtive	leaDership	CapaCity	builDing

At PI and MIT, we created and prototyped several high-impact 

 capacity-building environments that embody and blend many of the 

Creating knowledge
through awareness-based

action research
• Research Roundtables
• Research Retreats
• Action Research PhD Program 
• Global Forum

Building collective
leadership capacity

• Foundation Program
• Global Classroom
• Social Presencing Theater
• ELIAS/IDEAS
• Master classes

Convening
Innovation Labs
for Society 4.0
• Global Well-being Lab
• Education Lab
• Food Lab
• Health Lab
• Resilient Cities Lab

academic & research
partners

innovation lab
partners

capacity building
partners

Social
Technologies 

Communities
of Practice 

Prototypes

HUBS

FIgure 16. U.school: three core activities.




