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THINKING AHEAD TO
YOUR NEW ROLE
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PREPARING FOR THE
SELECTION PROCESS

BELOW ARE A SET OF QUESTIONS THAT BOARDS TYPICALLY ASK POTENTIAL CEO
CANDIDATES AS PART OF THE SELECTION PROCESS (OR CONSIDER AND DISCUSS
IMPLICITLY IN THEIR SELECTION COMMITTEE DISCUSSIONS). TAKING THE TIME TO
CONSIDER YOUR ANSWERS IN ADVANCE IS A VERY HELPFUL EXERCISE—NOT ONLY
TO PREPARE FOR INTERVIEWS THEMSELVES, BUT TO CLARIFY YOUR OWN THINKING
AHEAD OF MOVING INTO ANY NEW ROLE. WHILE SOME OF THESE QUESTIONS ARE
SPECIFIC TO THE CEO ROLE, THE MAJORITY ARE HIGHLY APPLICABLE TO ANY SENIOR
EXECUTIVE POSITION.

STRATEGY AND VISION

What is your vision for the company? What changes, if any,
would you make to the current strategic direction?

» Describe the key macro trends, customer segments and
their needs, channel needs, regulatory changes, industry
structure across the businesses; what are the biggest
changes in the industry in the last five years and how have
they affected the company?

e How the company can successfully maintain its sales and
profitability and differentiate itself relative to challengers;
what are the three to five biggest challenges overall and by
business and what should we be doing to address them?

< Where would you change the strategic direction?

If you had to develop an even more radical vision for the
company, what would it be?

What are the biggest opportunities facing the company?



What are the biggest obstacles/threats? Are there parts of the business where
you would choose to stop competing?

What would you do to ensure the company captures these opportunities and can
overcome the obstacles you mentioned?

ASSESSMENT OF WHERE COMPANY STANDS TODAY

How well do you think the company is currently doing? By business? Which
competitors (including non-traditional) should we be most concerned about?

What are the company’s biggest strengths? Biggest weaknesses/skill gaps? What
would you do to enhance the strengths and overcome the weaknesses?

How do you think the company has performed (holistic definition of perfor-
mance including managing external stakeholders such as regulators, developing
critical skills, attracting talent, enhancing the brand, creating the right culture)
to date? What have been the biggest wins? The biggest misses?

CULTURE AND ORGANIZATION

How would you describe the company culture? Do you think it is the right
culture given the vision you laid out? Would you make any changes? How would
you do this?

The company today, vis a vis the vision you laid out, could be a very different
organization. Would you organize any differently? What synergies, focus, talent
benefits would you get as a result?

Can you tell us how you assess the talent in the top team and the company
overall? Who would be your keepers? Would they stay? What would you do to
keep them? How strong is the bench beneath them?

CEO REQUIREMENTS

Given the vision and strategy you laid out, what are the types of skills and
profile the next CEO should have? Why? How does that compare with your
skill set?

Being a CEO in this environment is very challenging and all consuming—are you
up for it? Is your family up for it?
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ABOUT YOU—THE PERSON

Why do you want the top job? Do you think you are adequately prepared? Why?
Give us a sense as to what kind of person you are? What motivates you? What
fears do you have? What are your aspirations professionally and personally? (they
will want to go into your upbringing as well so be prepared)

What experiences do you bring to bear that would be valuable?

What are your biggest accomplishments at the company? Outside of the company?

What are your biggest failures at the company? Outside? What have you learned
from them and what would you do differently?

What are your biggest strengths? How will that help you lead this company?

How would you describe your management style (e.g., more externally focused;
very hands on)?

No CEO is perfect; what are your weaknesses? How would you overcome them? If
you were to not get this job, what do you think the reason would be?

What do others say about your leadership style? Give us some examples of your
leadership skills?

Give us some examples of your team building skills? Examples of your ability
to attract, develop and retain talent? Does the company do a good job on the

talent front?

What would you do if you do not get the job?

GOVERNANCE AND CORPORATE PROCESSES

What kind of mandate would you want from the Board for you to take this job?
What of that is non-negotiable?

Would it be okay to separate the CEO and Chairman roles? Why or why not?
What would you recommend?

How will you manage the company? How would you constitute the Exec-
utive Committee, with what mandate/charter, and meeting frequency and
meeting norms?



What changes if any would you make to the other committees (e.g., Audit, Risk)
and why? Would you create any new committees?

Will you make any changes to the key corporate processes (e.g., budgeting,
planning, risk reviews, business reviews)? Why?

What personal imprint will you put on these processes and how will the organi-
zation (remember your predecessor’s style may be very different than your’s and
what do you want the organization to take away from any changes you make)?

What changes, if any, would you make to the Board and Board processes?

It is good to have a vision and strategy, but how will you drive a true performance
culture and a performance ethic in the organization?

What would be your “100-day plan?” Your three to five key priorities for your

first year? Three-year plan? Five-year plan? What metrics will you use to
measure success?

STAKEHOLDER RELATIONS/REACTIONS

How will your peers react to your getting the job? Are you worried any of them
will leave? What would you do to prevent them from leaving?

How would the rest of the employees react especially the senior team?

How are your relations with key external stakeholders—regulators, investors,
analysts, the Board, others? You have limited experience in building relationships
with analysts, investors—how relevant is that?

What have you done to build these relationships?

A year from now when you become CEO, what would people internally and
externally say is different about the company as a result of your leadership? What

would they say makes them most optimistic about the company’s future?

O



A guide for the CEO=-elect

The days, weeks, or months between taking the job and assuming power
are precious. Put them to good use.

Kevin P. Coyne
and Bobby S.Y. Rao

It must be one of the most thrilling moments of an executive’s career—
the call to lead a company. With the new office come new responsibilities,
new excitement, a sense of accomplishment, and, unfortunately,

a high risk of failure: within three years of the appointment, one-third of

all CEOs chosen to guide US companies are gone.

Experience shows that getting a good start is essential. Much has been
written, of course, about a CEO’s first 100 days. But what about the weeks
and months before the job even begins? What can newly designated CEOs
do to improve their chances of long-term success in the vital period between
taking the job and taking the reins?

To help answer these questions, we interviewed 15 current and former CEOs
of US companies about their choices and lost opportunities during the
period just before they took over. The annual sales of their companies—in
a cross-section of sectors from high tech to financial services to consumer
goods—range from $1 billion to more than $25 billion. Most but not all of
the CEOs were considered successful in their roles. Our group was about
evenly split between external and internal hires, and none were founders or
members of a founding dynasty.

These veterans believe that a newly designated CEO can accomplish a great
deal before actually assuming the post. Although many CEOs-designate, they
say, are inclined to believe that no further groundwork is needed, nothing



Article at a glance

Newly designated CEOs are deservedly confident,

but few are fully prepared for the challenge that lies
ahead. Most could take better advantage of this
unigque period before they assume their new role.
CEOs-designate should analyze and address their
own weaknesses, begin to learn about the board’s
personalities and power structure, and prepare a Story
to tell major constituencies when the appointment

is announced.

To start with a clean slate, CEOs would be wise to get
the board or the outgoing CEO to do some of

the dirty work before they take power. They should
also identify confidants who can serve them

as a sounding board and, at least initially, avoid
committing themselves to the inevitable flood of
requests to participate in civic organizations.

Finally, incoming CEOs often underutilize their
predecessors, many of whom can provide a wealth of
knowledge—though at a price.

in a person’s resume or past is full
preparation for the challenges ahead.
Managers who rise from within a
company are particularly vulnerable
to overconfidence.

“I had been the COO and had sat on

the board,” the CEO of a large
technology company said, in comments
echoed by others. “PR and industrial
relations reported to me.” In fact, this
CEO even had nine months between his
designation and his assumption of power.
“I thought I had it figured out. Man, was I
wrong. | had no idea what I was in for.”

By starting out with a dose of humility,
future CEOs can get a head start in
diagnosing and addressing their

own weaknesses, in understanding

the organization and its other

leaders more fully, and in identifying
resources that can smooth the transition.

For CEOs, taking as much advantage as possible of the period between

their designation and their ascension can make the difference between

success and failure.

Seize the day

The golden time between winning the job and starting it differs for every

prospective CEO. Some have the luxury of learning about their appointment

privately well in advance of the public announcement. Our CEOs, past and

present, said that for getting insights into the way the company is perceived,

as well as its weaknesses and strengths, this period—however short—is

often more valuable than the period after the announcement. “People spoke

to me differently when they knew I was designated. It changed instantly,”

said one of our interviewees. Another noted, “The last time I knew if my

jokes were really funny was the day before my new position was announced.”

Newly designated CEOs also have more control over their time before

the announcement. Once the world learns the news, the demands from

stakeholders and the media proliferate rapidly.

CEOs-designate may be tempted to use the time before they formally

assume the new role to tie up loose ends at the “day job.” But while they

fulfill their commitments, they must also take advantage of the one-time

opportunity to prepare for the new position.
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Identify and attack areas of weakness

Many studies suggest that decisions reached during the first few months of
a CEO’s tenure are disproportionately important in determining its outcome.
Several of the CEOs we interviewed agreed, but few of them had a chance to
learn the new skills essential to making these decisions once they took over.
Instead, although they made more decisions during this period than they had
expected, they spent their time learning about the organization and the job.
Several interviewees therefore said that the period before CEOs take control
is the best time to assess and fill any critical weaknesses.

The CEO of a large financial-services company, for instance, told us that
technology was his Achilles’ heel. “In our company, IT reported to the CEO,
so I’d never had it report to me before,” he said. “I dealt with it, of course,
as a major user, but I never actually approved its spending requests and
architecture plans. We probably experienced two years of excess before I
could fully separate the necessary from the grandstanding. I wish I had
spent three or four days away from the company learning how to oversee IT.”

While the gaps in knowledge and skills may be more apparent in chief
executives entering a new industry, all CEOs-designate must carefully con-
sider whether their experiences and skills have prepared them to run each
business unit and function, to sign Sarbanes-Oxley certifications and similar
governance documents, to face the media, and to manage people who

have a wide range of skills, personalities, and ambitions. The chief executives
we talked with emphasized that gaps should be addressed before a CEO
takes up the position; it’s risky to do so while actually on the job.

Our CEOs suggested quite a broad range of methods for addressing weak-
nesses. One took a crash course in chemical engineering, another met
privately for several days with external industry experts, yet another hired
a private coach, and one simply accompanied the old CEO as he toured
field operations.

Get to know the board

Every board of directors is an intensely human entity, with all the personal
prejudices and intrigues likely to flourish in any group of highly success-
ful people. Our interviewees recommended that CEOs-designate go out of
their way to get to know each board member on a personal level as early
as possible. Many said that any failure to understand the board leads to
difficult though often avoidable situations rather quickly.

To illustrate the point, a CEO recalled that in one of his first board meetings,
he was asked his opinion of performance assessments for board members. In
accordance with what was considered to be best practice, he replied that he

generally favored them. “I was in the job eight years,” he said. “I don’t think



I ever fully regained the trust of two members of the group who thought
that these assessments would be used to push them out.”

The CEOs we talked with believe that newly designated top executives
should strive to understand directors individually. How does each of them
perceive the company and the board’s role in managing it? Different
members of the board of a health care company, for example, saw it from
different angles: one focused on its clinical mission, another on its
financials, and a third on the details of its management processes. Quite
predictably, these directors voted according to their own points of view.

Several interviewees urged newly designated CEOs to discover the “board
within the board”—a faction that wields disproportionate power. One
CEO said that the interval between the moment when this select group
“loses confidence in you and when you are out is very short. Once the side
conversations among the board within the board start, the board’s entire
focus will be on finding a replacement within a couple of weeks. It is
almost impossible to recover.”

The process of understanding the board must begin early—even during

the job interview—and continue in private conversations with each member.
Besides knowing how the board operates, it’s vitally important to learn
such things as why the previous CEO failed or succeeded, what the board
sees as the main threats and opportunities for the company, and the new
CEO’s mandate.

Have a story ready before Day One

New CEOs aren’t expected to have all details of their programs worked
out by the first day; the evidence suggests that they have six to nine months
to draw up a full agenda. Still, stakeholders look for important signals
immediately. Internal audiences, the media, and Wall Street will assume that
the new CEO was chosen from a slate of candidates with competing game
plans for the company—whether or not this is true. All of these parties are
looking for scraps of information about the winning plan.

One externally hired CEO, for example, told us that he got the nod on a
Tuesday—if he could report to work ten days later. In the interim, he had to
quit his current COO position and take an unavoidable trip to Africa. When
he returned to the United States, he flew directly to the public announcement
of his appointment before a large gathering of employees. As he stepped
off the platform, television cameras awaited him. The reporters immediately
asked, “What is your long-term strategy for the company?” The question
will come up repeatedly, and CEOs-designate needn’t be caught flat footed.
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What makes a good story? The CEOs we interviewed felt that it shouldn’t
be very detailed early in the process. Several things are important: each
major constituency should know that the CEO recognizes (and cares about)
its point of view, and the CEO must project confidence in the company’s
prospects and have clear ideas about where progress is possible and what it

would look like.

Our interviewees said that projecting confidence without making baseless
promises was among the hardest challenges they faced. Each of them had

a different way of achieving this balance: some used input from interviews
with stakeholders; others worked with communications experts. But

the interviewees agreed that the period before Day One is critical

in formulating a statement to inspire confidence in the new leadership.

Get help for unpleasant tasks
Some degree of change within the executive suite accompanies almost every
CEO transition. Often, especially when it is forced, the incoming CEO
knows which top managers to replace. This knowledge poses a dilemma
for the new CEO: either gain an unwarranted reputation for acting hastily
by firing someone soon after taking office or retain an unwanted member
of the top team, thereby hindering change for months until a “decent
interval” has passed and the executive
can be let go.

Helping organizations change requires . .
shifting not just how managers behave An often-overlooked alternative is

R e S to have the board or the departing
psychology of change management”

(www.mckinseyquarterly.com/links/17299). chief executive clean house in advance.
Getting the board to fire a troublesome
manager “saved me a quarter in my

plan,” said one CEO. Another—the CEO of a large bank, who had plenty of

time before taking over—worked out the rotations with his predecessor a

year in advance. During this period, the outgoing CEO persuaded several

older executives that both he and they should retire together, turning the
company over to a new generation of leaders. Although not all outgoing

CEOs are as cooperative, they are a valuable resource that incoming leaders

frequently ignore (see sidebar, “An awkward but valuable resource”).

Incoming CEOs must weigh the advantages and disadvantages of each
schedule and procedure for removing problem executives. Although work-
ing out their departure before the new CEO takes over could save time
and aggravation, it might be desirable to handle the situation personally,
thereby sending a strong and necessary signal throughout the organiza-
tion, especially if further radical changes are in store.



The dirty work isn’t limited to firings, of course. One newly designated

CEO asked his predecessor, before leaving, to initiate a series of unpopular

policy changes involving vacations, expense-reimbursement policies, and

various perks. The new CEO understood that the changes were needed but

didn’t want them to be his earliest signals to the company.

Find a confidant

It’s no less true for being a cliché that it’s lonely at the top. As the CEOs we

interviewed pointed out, the atmosphere there is very different, often in

unexpected ways, from what they had experienced in the other positions

they held during their careers.

“My biggest surprise was the solitary nature of the decision making,” said the

CEO of a natural-resources company with $20 billion in annual sales.

“I had known this would be the case intellectually, but the experience of it

is much larger than you would expect. Up to that time, there was always

someone to check my thinking on an important matter. Now there wasn’t.

For various reasons, I couldn’t look to board members. The people who

reported to me usually had narrow or vested interests. Outsiders wanted to

be helpful but didn’t know the intricacies of the company. It was a long

first year before I found someone.”

While all of the CEOs we asked regarded their spouses or partners as

invaluable emotionally, they all said that they needed another confidant from

outside the home as well. Some of the CEOs sought counsel from external

An awkward but valuable resource

The 15 CEOs we interviewed had widely different
experiences with their predecessors, a majority of
whom remained active in the company, often as

a member of the board. According to their successors,
this situation created more stress than enlightenment.

One CEO said that his predecessor “never once
disagreed, in front of the board, with anything | wanted
to do. But it was still difficult. | was changing many of
the things he worked hardest to put in place. | felt like |
had to tiptoe every step of the way.” Another noted that
his predecessor “stayed on the board for years. He was
very helpful on a few specific issues, but at a big price.
He should have resigned years before.”

Although having former CEOs continue to haunt the
executive suite may be awkward, in many cases they
represent a wasted resource. Among the external hires
we interviewed, very few spent much time talking with

them. Yet even ousted CEOs who were quite bitter
toward the boards that had ejected them generally
cared enough about the companies they once ran to be
willing to help their successors, who never asked them
for help.

Their stockpile of knowledge can be invaluable

and some of their insights can be quite unexpected.
“The most valuable time | spent with my predecessor
was going over the list of reports and activities he used
to monitor the company’s progress and health,” a CEO
brought in from the outside told us. “He taught me a
few ways to check on the underlying state of affairs |
would never have thought of. | also recognized some of
his blind spots,” including his failure to anticipate the
problem that led to his dismissal. “That was the first
new monthly report | asked for.”
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business associates, a few found board members they trusted, and one had
a professional coach he had been using for years. Trustworthiness and
intelligence were obvious criteria that our interviewees mentioned. Opinions
varied on whether it was better for the confidant to come from inside or
outside the company.

As one CEO said, “Frankly, in this role, you don’t need substantive help so
much. You just need a sounding board. Sometimes you just need to feel
less lonely.” Most incoming CEOs already have a strong circle of friends,
colleagues, and acquaintances. There really is no formula for finding a
confidant, beyond awareness of the need for one. New CEOs can use the
time before assuming office to ensure that they have someone (or some
people) they trust who can serve in this capacity.

Beware civic duties

Our interviewees found that as soon as their new positions were announced,
civic organizations flooded them with requests. Organizations they were
already helping wanted to give them more prominent roles, and a whole new
set of worthy causes suddenly saw them as leadership candidates. These
organizations grossly underestimate the time commitments they really want.

In part for this reason, the CEO of an industrial company said that his first
year as CEO “was miserable from a lifestyle standpoint. I was working
seven days a week to understand the company. But on top of that, my prede-
cessor encouraged me to take major roles in the community because of

our company’s profile and the fact that he always had.”

Of course, the flood of requests is flattering at first, but they are “a trap,”
another CEO told us. “You say yes to the early requests, thinking those
are all you will get. Then the more important ones come a little later. You
can’t say no to them, and you can’t renege on your earlier promises.”
Our interviewees recommended that newly designated CEOs postpone any
decision on greater civic involvement until after they get their bearings.

People called on to lead companies as chief executive find themselves thrust
into a hugely challenging role at a time when, in the United States at least,
they have one chance in three of failure. But they can help stack the cards in
their favor by preparing more diligently before taking office. Q

Kevin Coyne is a director in McKinsey’s Atlanta office, and
Bobby Rao is an alumnus of the Silicon Valley office. Copyright © 2005
McKinsey & Company. All rights reserved.
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TOP TEN TIPS FOR
NEW CEOs

SUMMARY OF ADVICE FROM FORMER MCKINSEY MANAGING DIRECTOR AND BP
CHAIRMAN IAN DAVIS, CURRENT MCKINSEY MANAGING DIRECTOR DOMINIC BARTON,
STEPHEN BEAR, ANDY BIAGOSCH AND ANDRE ANDONIAN.

Congratulations on being chosen for the CEO role. It is one
unlike any other. In it you have an incredible opportunity to
have impact on your company and all of your stakeholders.

This unique opportunity doesn’t come without its unique chal-
lenges, however. You will now have new responsibilities to—and
more intense scrutiny from—your board, investors, the media,
and regulators. You are also now peerless—which can be lonely.
Being “the one” exponentially increases demands on your time
as from here on out the buck truly stops with you.

You will no doubt get plenty of general advice from many people
during your transition which will fall into one of three categories:
Basic but helpful, “swing factors” between success and failure,
and that which is generally irrelevant/unhelpful. The purpose of
this brief note is to help you know which is which.

GENERALLY GOOD ADVICE (“BASIC BUT HELPFUL”)

In the most simplistic terms you are well advised to take stock of
your situation before you take action.

Key aspects of taking stock include understanding your
license to operate (expectations of all of your stakeholders
and the in-going legitimacy you have in their eyes, state of the
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business, the culture, your team, etc.) and connecting with your convictions
(what are your core beliefs about how things work and how to move forward,
what are your strengths and weaknesses, what legacy are you building towards)—
these will act powerfully as your compass during the melee’ of activity during
your transition.

With ample understanding, you’ll want to then move quickly into action, building
legitimacy (e.g., getting the right team in place, making decisions and taking
actions emblematic of needed change and reflecting an understanding of the busi-
ness and culture, communicating expectations while not boxing yourself in, etc.)
and aligning stakeholders on the desired direction (setting the change agenda,
reshaping expectations as needed, putting in place your operating model, etc.).

TOP 10 PIECES OF THOUGHT PROVOKING, SPECIFIC ADVICE
(“SWING FACTORS”)

The “top ten” less obvious learnings from CEO transitions (successful and not)
you'd do well to consider up front in your transition include:

1. Ignore your board at your peril—make it a point to establish a strong
relationship with the Chairman/independent lead Director in particular.

2. Asking goes further than telling—it may take longer, but it
creates far more alignment and motivation which, in turn, dramatically
accelerates impact.

3. You can never move fast enough on people—this is the number one
regret of CEOs, and may even mean moving on those who have been loyal
to you.

4. What you say isn’t what they hear—be absolutely certain when you
task people that they fully “get it”.

5. Play to your strengths—Ileopards rarely change their spots, so stay
authentic to who you are and fill gaps by leveraging those around you.

6. You alone set the tone—you will face ten crises a day, make sure you
choose your reactions, don’t let them choose you (stay in control of yourself)

7. Manage your energy, not your time—the quality of your presence
matters more than the quantity.

8. Team building doesn’t build your team—doing real work together
on issues of substance does (strategy, talent/bench strength, synergies,
culture, etc.).
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9. Think as much about consequences as rationale—play through the
“second bounce of the ball” to avoid unintended consequences.

10. Focus on the “one thing”—simplify, simplify, simplify by being clear on
what matters most in terms of metrics, initiatives, people, etc.

GENERALLY IRRELEVANT/UNHELPFUL ADVICE

Based on our experience, the drivers of success and failure in CEO transitions

are not generalizable far beyond what is mentioned above. It'd be naive to imply
otherwise as every CEO-transition is extremely unique, far more so than any other
senior executive role. We suggest treating other generic advice with caution.

Your best bet to ensure your successful transition is to find a thought partner
who can be a sounding board/confidant/sparing partner. Look for someone who
understands the role of the CEO, has (or will invest in getting) a full appreciation
who you are, and who will be straight with you—with no other interest than to see
you be successful.

o
We hope these thoughts help you cut through the noise of all the advice you are

and will be receiving as you take on your new role. In doing so, we hope they pave
the way for your transition and tenure as CEO to be a massive success.
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Letter to a newly
appointed CEO

McKinsey’s former managing director lan Davis offers to
new CEQOs advice distilled from his experience supporting
executives during their transitions into the role.

McKinsey&Company

London
June 1, 2010

It was great to meet for dinner yesterday. Once again,
congratulations on your appointment as CEO. It’s a big
honour, and an opportunity that I am sure you will relish.

I am glad that you found our discussion on CEO transitions
useful. You mentioned that it would be helpful to you

if | jotted down the key points we discussed, so | am putting
pen to paper. My suggestions are focused on making

a successful leadership transition—not on the role and
attributes of a successful CEO, about which so much has
already been written. They are based primarily on personal
observation of many CEO transitions, as well as on
interviews with a number of leading CEOs and chairmen
from around the world.
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1. Context iscritical. As an outside appointment, you

must quickly learn about the history, board structure,
governance, and national heritage of the company,

not to mention its financial performance, morale, and
capabilities. Then you must look at this context

through the eyes of other constituencies and stakeholders.
An early sense of how they might see things is valuable

in its own right; it also can help provide a reality check
on any assumptions or prejudices, as well as insights,
that you may have built up during your interview and
recruitment process. Too many CEO transitions get

off to a poor start as new leaders learn that what worked
in one context doesn’t necessarily transfer well to
another. Experience is valuable, but it also creates bias.
You won't often get such an opportunity or time to

step back and reflect, so take it.

. We talked about the alleged importance of the first

100 days. In my view, this is an arbitrary number to be
treated with scepticism. In a crisis or turnaround
situation, for example, you would not have the luxury of
a 100-day transition. In other cases, like the one you

are stepping into, you can afford to take a more measured
approach. You don’t want or need to make decisions

on, say, strategy or people or core control processes when
you are not confident in your knowledge. There is a

big difference between being undecided and indecisive.

The key is to be thoughtful and purposeful about your
transition time frame and to be very clear on what

you believe would constitute a successful leadership
transition. Set specific transition goals (for example,
establishing the trust of your top team and developing a
good relationship with your chairman).

Transitions involve leaving as well as starting. Do not
overlook the task of disengaging from your prior
job elegantly and professionally. Apart from it being
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the right thing to do, people will notice and remember.
People will also notice and remember how you talk about
and acknowledge your predecessor as CEO, and how
much respect you have for the past.

3. Taking over as a new CEO is exhilarating but can
also be overwhelming. A critical task early on is to
establish priorities. On day one, you will be handed a list
of commitments and meetings. Many of these will be
nonnegotiable (for instance, board meetings and annual
general meetings), but some will be driven by history
and the preferences of your predecessors. Take time to
decide which ones you want to attend, bearing in
mind the signalling effect your decisions will have.

Your style in these early transition days and in your
first meetings will be watched and noted. It will be
important to establish early what you stand for. It will
also be important to engage early with employees

at all levels to understand the mood and culture and to
get a sense of what they actually do and how they feel
about the company. People will pay particular attention
to how you conduct internal meetings, how you listen,
and how much attention you do or do not give to process.

As you establish your priorities you will need to
understand the expectations of the different constituents—
for example, your chairman, key investors and analysts,
regulators, unions, as well as the people in your
organisation. You will receive a lot of advice to set bold
expectations, but during the transition period it

is more important to understand expectations. This
understanding will help you stress test your emerging
priorities and your degrees of freedom. It will also

help you establish your communications approach.

4. Time will be a big challenge, particularly as your
truly discretionary time will be limited. It will seem
that everyone wants a piece of you. This will be
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true externally and internally. Be ruthless on the use

of your time and on what you will and won’t do. Avoid
developing a habit of cancelling meetings because

of time pressures. This will make you look disorganised
and will be demoralising to those you stand up. Don't
underestimate the possibility and impact of unforeseen
events, particularly when things are going well. Leave
space for reflection and for crises—you won’t know
when they will happen, but they will. The rule of thumb
is that you can expect at least one potentially career-
threatening event a year.

. You are fully aware that constructing your top team

and building relationships with key people will be a
fundamental—perhaps the most important—early task.
In your case, coming in as an external appointment,

you will need to get to know the current team and to
understand their motivations, capabilities, attitude

to risk, and ways of operating. Be open minded and take
time to reassess initial impressions or previous
experiences. (This would be all the more true had you
been an internal CEO appointment.) As always,

don’t be shy of biting the bullet if you feel it necessary:
it can be easier to make tough calls early in your
tenure as CEO. There is always the temptation to surround
yourself not just with people you respect but with
people with whom you feel comfortable and who are
aligned with your way of thinking. This is important,
but it can also be important to have a “bit of gritin

the oyster.” This diversity should enhance the quality of
challenge and reduce decision-making bias and

risk. It will also send a message of openness to the
broader organisation.

. Do not underestimate the importance of building a

professional, respect-based peer relationship

quickly with your board and, particularly, with your
chairman. It’s difficult to overstate the importance

of the support and confidence of both—you will need
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them, particularly when the going gets tough. This

is a two-way street, of course, but it's essential to invest
the necessary time and to start this process early. Do
not feel that this is solely the responsibility of the
chairman. In particular, observe your chairman closely
and get a good feel of how he likes to run the board

and how he likes to be kept informed.

It's useful to remember that the board consists of
individuals, each with his or her own experiences,
perspectives, and priorities; it's valuable and rewarding
to understand these. Remember, it is the board that
appointed you and it is the board that is accountable to
the company’s stakeholders for your success. They,

and particularly the chairman, will be as anxious as anyone
that you get off to a solid start and establish an
effective working relationship with the board, as well

as credibility within the organisation.

As you work on building your relationships with your
chairman and board, also make sure that you become
familiar with the formal corporate governance principles
and company by-laws. Your chairman and key
institutional investors will expect it, and you don’t want
to get caught out on such technicalities.

There will be many other relationships that could

merit your time during the transition period when you
are establishing yourself as CEO—for example,

with customers, investors, external advisers, media, and
suppliers. You will not be able to do them all justice
initially, so it's useful to draw up a map of whom you will
(and won’t) contact and when, based on your judge-
ment of priorities. It may be advisable to share this map
with your top team and seek their input. Again, the

key thought here is to get control and make mindful
choices, rather than letting circumstances or your

staff dictate your priorities.
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7. The quality and credibility of your direct support

team will be key. Your choice of personal assistant

and of the support office and technical infrastructure
around you will be among your most important

(and sometimes most difficult) early decisions. They
should both support and reflect your own style

and method of operating and be designed to take as
much of the burden off your shoulders as possible.

One CEO I know made a big mistake in keeping his
predecessor’s assistant and support set-up, even though
he was committed to a radical change agenda.

. Itis advisable to develop—early—a clear transition

communications strategy, both for internal and
external audiences, recognising that what appears

in the external media has a bigger influence on

internal and board perceptions than you might initially
think. Are you going to be personally visible and
accessible to your organisation and to your customers,
or are you primarily going to delegate through the

line? How are you going to use communication technol-
ogies (such as WebEx, blogs, and video messaging)

to leverage your presence and reach? How will you use
management conferences to build understanding

and alignment? What sort of external personal profile
do you want or need to have in the media and

with investors? What role will your chairman play in the
company’s communications and external profile?

Consistency of message is key. Over time you will need

to develop coherent themes and directions that

enable you to “tell the story.” But in the CEO transition
period, particularly since you are an outside appointment,
you may not be clear on your key messages, and, in

fact, people may not want or expect you to be too specific.
In this circumstance, it can be highly effective to

focus on your beliefs and what you stand for. In time,
these can evolve into specific themes that reflect
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your strategic priorities and direction as well as your
own style and personality. Don’'t underestimate

the damage and confusion that can be caused by saying
too much too soon or by making promises (sometimes
unintended) that cannot be delivered on subsequently.

9. A perennial challenge for all in positions of authority
is how to get objective, balanced feedback and
information. This can be all the more problematic in
a CEO transition. As soon as an appointment is
announced, relationships shift in both context and tone.
What you hear directly will now usually be filtered in
some way. People may be more prone than usual to tell
you what they think you want to hear. Conversely
others may overemphasise their criticisms and worries
in their desire to make an impression or simply
to reflect their own temperaments and frustrations.

Successful CEOs use a range of techniques to get

around the problem, but all involve some form of trian-
gulation and diversity of perspective. The chairman

and board have a role to play as do investors, customers,
and suppliers—it’s always advisable to keep an

external orientation to check that the messages from the
market are aligned with the messages from within

your organisation. Some CEOs use external advisors

to help gain perspective; others use more formal
techniques such as surveys and systematic feedback
mechanisms. Find some room and time for the
mavericks inside and outside your organisation. Find
some room and time to talk to frontline staff. Most
boards review the CEQ’s performance annually. In your
first year, you may well find it helpful to have a six-
month review as well. This may sound like unwanted
extra pressure, but in reality it will provide additional
objective feedback.

You should aim to build your own bulletproof fact base,
so challenge data and information that is presented to
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10.

you, particularly in your early days as CEO. How was it
collected? How reliable is it? Have there been any
definitional problems in the past? Such a judicious
approach will increase your knowledge and confidence
in the information you receive (and occasionally,

but valuably, they will do the opposite!). They will also
send a strong message to your organisation about

the importance of accuracy and of making assump-
tions explicit.

This note is too long already, but one final thought
about personal priorities and ground rules. The

CEO role has the structural potential to be all consuming.
“The reality is enslavement,” a CEO once said to me.

It's hard to escape and it's hard to switch off. Nevertheless,
there are some tips and techniques that might help.

It's important to establish early on how you are prepared
to live your CEO life, at least when you are not in those
occasional situations that require a 24/7 commitment.
Are you going to be routinely available during week-
ends for meetings and travel? Will you honour holiday
commitments? Do you intend to use air travel

as a chance to work or as a chance to relax? Will you
routinely go to external functions and dinners?

It's important to establish your own pattern and priorities
relatively early—not just for you and your family but
also to allow your organisation to adjust.

It can be helpful to develop simple habits and rules that
reduce stress and wear and tear—examples include

not looking at your Blackberry within two hours of going
to bed, controlling your accessibility via e-mail or
mobile phone, setting limits on alcohol consumption,
planning travel meticulously to avoid continental
crisscrossing, and setting aside specific time for exercise
or nonwork reading. And, as we discussed over dinner,
the nine-hour rule has always helped me put sufficient
space between my last appointment on one day

and my first appointment the following day—and get

a reasonable night’s sleep.
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Finally, don’t forget that the role of CEO brings an
element of celebrity as well as power, with all the attendant
benefits, temptations, and dangers.

Frank, | hope this letter is a helpful summary of our
discussion. | am attaching a page which summarises the
key questions that new CEOs might ask during their
transition period. Hopefully it will be a useful checklist for
you over the next months. As | have said, there are

few absolute rights and wrongs, but it is important to make
mindful choices about each of them. | will obviously

be interested to hear of your experiences and feedback.

In the meantime, as we discussed, | will set up meetings
with a few other CEOs. I'm sure you will enjoy getting

to know them and that they will form a useful peer group
and sounding board for you.

Best of luck in what | am sure will be a great experience.
I look forward to catching up with you in a month or so—
my turn to pay this time.
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CEO transition checklist

1. Have I reflected on the context of my transition—not
just from my own perspective, but from that of all key
stakeholders?

2. Have | established in my own mind the time frame and
intended outcomes of my leadership transition?

3. Have | established my initial set of priorities with a full
understanding of what others expect of me?

4. How will | control my agenda and allocate my time?

5. Have | developed a clear process and time frame
for selecting my top team?

6. Have | committed sufficiently to building a relationship
with my chairman and board?

7. Do | have a mechanism for building the necessary
support office and infrastructure?

8. Have | thought through my communications plan—
internal and external?

9. Do | have a mechanism for getting balanced feedback
and information?

10. Have | established appropriate personal ground rules?



Sample board interview questions for CEO candidates

Making a successful transition
iNnto your new executive role
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Sample board interview questions for CEO candidates

Congratulations

The excitement comes
from the great opportunity
you’ve been granted to
make a differenceona
bigger stage and to leave
alegacy that will last far
beyond your tenure.
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enough: research shows that the failure rate among newly hired or
promoted executives has stood at 40 percent forthe past 15 years.

Knowing how, when, and who is as important as what. \What
goes wrong in the 40 percent of transitions that fail? It’s not that
executives don’t appreciate what needs to be done; rather,
the stumbling block lies in how and when and with whom they
choose to act. The research is clear: 68 percent of transition
failures happen because of the information new leaders use, the
sequence they follow, and the manner in

The failure rate among ,
which they engage others.

newly hired or promoted
executives has stood at
40 percentfor the past
15years. Why is this?

Make your transition impact-driven, not
calendar-driven. Type “executive transi-
tions” into Amazon and you’ll find a daunting
list of books offering 90-day and 100-day plans for success.
They all offer much the same message: you have a limited period
to get up to full productivity as a leader, and if you don’t make it
in time, you’re doomed. Such an approach may make for good
marketing, but it isn’t supported by the evidence. In practice,
most new leaders—92 percent of external hires and 72 percent
of internal hires—take far more than 90 days to get up to full
productivity. Many executives admit that it took them at least six
months to achieve real impact. Instead of trying to meet arbitrary
timelines, you will be far better served by taking the time you need
to do the things that matter most.

These lessons come together in the practical approach that we
describeinthisbooklet: ourhigh-impacttransitions methodology.
The key elements are outlined in Exhibit 1. Our research and
experience indicate that all the elements that go to make up “how,
what, who, and when” are necessary to a successful transition,
though the relative emphasis you place on them will be dictated
by your own specific circumstances. We would not consider any
transition complete until a leader has acted on all these elements,
and neither should you.

1 The statistics on failure rates and their causes have been compiled from a number of landmark
studies, including Bradford Smart, Topgrading, Prentice Hall, 1999; Mark Murphy, “Leadership 1Q
study: Why new hires fail,” Public Management, volume 88, number 2, March 2005; “Executive
transitions market study: Summary report 2008,” Institute of Executive Development and Alexcel
Group, 2008; George Bradt, Jayme Check, and Jorge Pedraza, The New Leader’s 100-Day Action
Plan, Wiley, 2009; and recent Gallup polls.



EXHIBIT 1
HIGHIMPACT TRANSITIONS METHODOLOGY

WHAT

HOW

1. Take stock

2. Take action

la. ldentify high-impact

2a. S5et strategy with

Bl opportunities execution in mind
Culture b. Assess organizational | 2b. Influence mindsets
dynamics and behaviors
2c. Build your team as
Team lc. Choose your team 2 team
Myself 1d. Personally get up 2d. Flay the role that

to speed

only you can play

Engage Align Develop gﬂgfg;z;i Lead
stake- the top )the leadership with
holders | team roadmap | ~oalition | PUrPose

WHO AND WHEN
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What and how

1. Take stock

The will to winis not
nearly so important
as the willto
prepare to win.
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1a. Where are the highest-impact opportunities?

Make sure you
establish one

set of baseline
numbers that a) are
true indicators of
performance, b) are
agreed upon by your
stakeholders, c) give
you strategic insight
into trends affecting
future performance.



In another case, the incoming leader of a business unit was
given a set of reports that showed the company was growing,
customer retention was among the best in the industry, and the
unit was earning a respectable operating income. However, once
performance was seen from a value-driver view, the positive
spin turned out to be a mirage. Recent growth was fueled by
acquisitions in non-core markets that would dilute value in the
long term, the customer base had a long unprofitable tail, and
operating income was calculated through a unique algorithm
that added back internal transfers for services provided by other
areas. Only after the organization agreed on one set of numbers
that represented the true performance of the unit could real
progress be made.

In addition to taking a value-driver view of the numbers, you
would be well advised to ensure you have a grip on the external
trends that could affect future performance. That will enable you
to adjust trend lines and market forecasts to changing contexts.
As a cautionary tale, consider the new leader of a retail division
who based its growth plan on an analysis of historic results
and decided to ramp up the number of new store openings.
Meanwhile, more nimble competitors had started to invest in
developing their online offerings, picking up on trends in adjacent
industries that were shifting from analog to digital channels
in response to widespread customer adoption of tablets and
smartphones. Before long it became clear that the new leader
had missed the emerging trend and invested too heavily in a store
network that was rapidly becoming unprofitable.

How to find high-impact opportunities

m Cast performance information from a value-driver
perspective to get a true reading of performance

m |dentify the external trends and competitive positions
that will affect performance in the next three to five years

®  Align your team and organization on how the business is

performing and where the high-impact opportunities lie
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EXHIBIT 2

THE OHI' IS A COMPREHENSIVE SURVEY THAT

MEASURES ORGANIZATIONAL HEALTH

NINE DIMENSIONS UNDERFIN ORGANIZATIONAL HEALTH...

Direction

. Coordination
Accountability and cortrol

‘I,
External

orientation s

Inhovation
and learning

|
L

Capabilities Motivation

Environment
and climate

...AND MEASURE THE ABILITY TO ALIGN, EXECUTE AND RENEW

..

ALIGNMENT EXECUTION

Are people at all How does the organization
levels aligned around — execute in accordance
the organizations with its strategy? Can it
vision, strategy, perform essential tasks

culture, and values?  with its current capabilities
and motivation level?

RENEWAL

How does the
organization
understand, interact
with, and adapt to its
situation and external
environment?
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1b. What are the cultural dynamics of the organization | will
be leading?

Research has established that 70 percent of change efforts fail,
and that most of these failures are due to cultural factors. New
leaders should put just as much rigor and discipline into
understanding their cultural starting
point as they do into understanding their
business performance.

New leaders should put just
as much rigor and discipline
into understanding their
cultural starting pointas
they do into understanding
their business performance.

There is more to this than just asking
around and looking at annual employee
engagement or satisfaction surveys,
since these have little to do with the aspects of culture that
actually drive performance. Instead, we suggest that leaders
use atool that has been created specifically for this purpose: the
organizational health index (OHI).2 The OHI uses a combination of
surveys and analytical techniques to measure all the key aspects
of culture that drive alignment on direction, quality of execution,
and the ability to innovate, adapt, and renew over time (Exhibit 2).
And what you can measure, you can then manage.

The importance of the elements that make up the OHI for greater
clarity has been established through rigorous analysis. At the
company level, research reveals that those in the top quartile of
organizational health are 2.2 times more likely than lower-quartile
companies to have above-median EBITDA (earnings before
interest, taxes, depreciation, and amortization). Across all
measures of business performance, correlation coefficients
indicate that roughly 50 percent of performance variation between
companiesis accounted for by differences in organizational health.

Within companies, the same holds true. For example, a large
multinational oil company analyzed correlations between
performance and organizational health across 16 refineries and
found that organizational health accounted for 54 percent of the
variation in performance. These findings are hardly surprising—

2 More details on organizational health and the research underpinning it can be found in Scott
Keller and Colin Price, Beyond Performance: How great organizations build ultimate competitive
advantage, Wiley, 2011.
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we know from our own experience that the healthier you are, the
better you can perform.

Consider the new leader of an HR function whose people prided
themselves on being the guardians of the organization’s culture.
Although traditional employee satisfaction scores were high, a
diagnostic using the OHI revealed bottom-quartile scores in
important areas such as operational management, bottom-up
innovation, career opportunities, and role clarity. What’s more,
the group had long considered themselves role models of good
performance management, yet the analysis showed that virtually
everyone in the function was rated “very good” or “distinctive.”

Digging deeper, interviews and focus groups revealed the root
cause of the lack of differentiation: an ingrained tendency to
avoid conflict. Armed with these insights into the organization’s
dynamics, the new leader had a powerful platform from which
to drive much-needed change. If HR couldn’t establish a healthy
culture of challenge in its own function, how could it enable the
wider organization to do so?

As this example suggests, looking through the OHI lens
enables organizations to probe beneath the surface of observ-
able behaviors into underlying mindsets. For example, an OHI
diagnostic helped the new business-unit leader of an integrated



multi-business company understand that its cross-selling
strategy would be thwarted by its prevailing mindset of “We win
by adopting industry best practices.” To succeed with the new
strategy, the organization needed a new mindset: “We win by
providing customers with a full suite of products and services—
an offering our mono-line competitors can’t match.”

Similarly, an OHI diagnostic helped a new head of sales see
how his strategy to increase customer needs profiling was
being watered down by the prevailing sales culture. The attitude
that “We serve customers best by giving them what they want;
additional questions are a burden” needed to be replaced by
“We serve customers best by helping them understand their
unarticulated needs.”

How to assess your organization’s cultural dynamics

m Establish a measurable baseline for your organization’s
culture

®  |dentify prevailing mindsets that shape employees’
behaviors

®m  Articulate the shifts in mindsets and behaviors needed to

drive improved performance.
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1c. How strongis the team | am inheriting?

By far the most common regret we hear from leaders reflecting
on their transition is “l wish I'd moved people on sooner to put my
own team in place.” That said, you’d do well to ignore sugges-
tions that are neither helpful nor fact-based, such as “You should
replace 50 percent of your team if you
want to be successful.” So how do you
know who to move on, and when?

The most common regret
from leaders reflecting on
their transitionis “l wish I’d
moved people on sooner to

put my own team in place.” The first step in answering this question

is to assess where each team member
fits into a matrix of “performance” and “shared values,” or simply
“skill” vs. “will.” Blockers and allies will be easy to see. But what
should you do with the big group in the middle? We suggest you
ask yourself the following questions:



®» Dothey have a clear understanding of what’s expected of them?
® Do they have visible role models of what “good” looks like?

®  Aretheirrewards and consequences aligned with the
behaviors and results we expect from them?

= Have they had opportunities to address any skill gaps they
may have?

If the answer to these questions is “no,” you’d do well to ensure
that appropriate expectations, role models, incentives, and
training are putin place so that you can judge your team members’
true potential. If the answers to the questions is “yes” and you still
aren’t getting the performance and behaviors you are looking for,
then these individuals aren’t of the caliber you need on your team.
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The good news is that most leaders are pleasantly surprised by
how quickly they can win the “war for the middle” by establishing
the right supporting mechanisms. Consider the new leader of
an operations function who inherited two team members that
everyone had written off as waiting to retire. Instead of adopting
aknee-jerk response, the new leader took the time to understand
that the company’s compensation structure gave the pair little
incentive to excel. What’s more, they had never been given candid
feedback on how they were performing against expectations.
Once these barriers were overcome, colleagues were delighted
to see how quickly the pair were able to put their deep experience
to good use in leading the function forward.

The second step in assessing the strength of your new team is to
be clear about the mix of skills and perspectives you need and
how it compares with what you’ve got. Even when you have strong
players on your team, you may still need to bring in new talent.

At one company, the incoming head of risk looked at his team’s
profile and realized that although they had deep skills in managing
credit and operational risk, a recent industry crisis meant they now
needed strong reputational risk management skills as well. By acting
quickly, he was able to recruit a valuable new executive from another
industry that had gone through similar reputational challenges.

Similarly, anincoming chief marketing officer quickly concluded that
while her team was well equipped with traditional marketing skills,
she needed to bring in fresh expertise to build her bench strength in
the less familiar areas of social media and digital marketing.

How to choose your team

m |dentify supporters and energize them; identify blockers
and move them out

®  Galvanize the fence-sitters by setting clear expectations,
acting as arole model, coaching, and aligning incentives

® Hire in the skills and capabilities and make the structural
changes you need to support future performance.




1d. What do | personally need to get smarter about in my

new role?

We recommend that early on you make a point of understanding
what stakeholders expect of you, get your “dumb” questions

answered (discreetly), and go and see what’s
actually happening in the business.

Your key stakeholders include your boss,
important internal and external customers, peers
you collaborate closely with, community groups,
regulators, and so on. What do they see as your
mandate? What are they wanting you to change?
What are they hoping you won’t change? What

Understand

what stakeholders
expectofyou,
getyour dumb
questions answered
(discreetly), and

go and see what’s
actually happening
inthe business.

degrees of freedom do they see you have? What

timeframes are important to them? When you first meet them,
stay in listening mode to hear what their expectations are; once
you know more, come back and spend time shaping what their
expectations should be.

To see why this is so important, consider the case of a new leader
who was charged with returning her business unit to profitability.
After taking stock of the situation, she approached her boss with
a sustainable plan. She was clear that year 1 activities would lay
the foundation for profitability, but positive numbers shouldn’t be
expected until year 2. At the end of the first year, when results were
still sub-par, she continued to have strong support from her boss and
peers because the unit’s performance was meeting the expectations
she had set. True to the plan, profitability was restored by the end of
year 2, and this positive trajectory continued throughout her tenure.

Getting smarter also involves finding discreet ways to acquire
the knowledge you’ll need for your new job. Don’t ever feel you
have to know everything or have all the answers at your fingertips,
but do invest time in understanding the technical aspects of your
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role, especially if you are entering a function or line of business
that is new to you.

When an executive without the usual finance background was
appointed as chief finance officer, he had a series of brown-bag
lunches with atechnical expert two levels down in the organization
to get smart about the technicalities of the company’s financial
hedging processes. A new chief marketing officer filled agapin her
knowledge by asking a recent young recruit for reverse mentoring
to learn about trends in social media. An executive who had been
headhunted from outside drew on insights from the company’s
long-standing consulting partner to understand the unwritten rules
of the culture and how to navigate them. A new country manager
joining from overseas held several dinners with the previous
incumbent to understand the nuances of the local culture.

Finally, there is no substitute for what the Japanese call genchi
genbutsu, or “go and see.” Before we can understand a situation
fully, we need to observe where and how the work gets done.
This means going to the factory floor, the call center, the retail
outlet, or whatever the frontline setting is to observe and meet the
people who are doing the actual work.

Being on the ground not only tells you what’s happening but
also makes your judgments and decisions more credible. When
the new leader of a distributed sales network paid a visit to every
sales center in her first three months in the job, she noticed the
wide variations in how account managers used the company’s
technology platform and other central resources. Later, she
was able to talk about what she had observed to illustrate
the changes she wanted to see, making employees feel more
confident in and motivated by her new strategy.

How to get up to speed
®m  Understand and shape key stakeholders’ expectations
®m  Acquire any technical knowledge and skills you need

® Spendtime in the field to understand how frontline
operations work.




2. Take action

Now you’ve taken stock, you need to start getting
things done. As the German writer Goethe said,
“Knowledge is not enough; we must apply. Willing is
not enough; we must do.” The four most important
actions in an executive transition are setting strategy
with execution in mind, influencing mindsets and
behaviors, building your team as a team, and playing
the role that only you can play.
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“Knowingis
not enough;
we must apply.
Willing is not
enough; we
mustdo.”



2a. Set strategy with execution in mind

It’s axiomatic that a well-executed “good enough” strategy will
beat a poorly executed brilliant strategy every time. What many
leaders don’t realize until too late, however, is that
the will to execute can and should be developed
from day 1 of the direction-setting process.

A well-executed
“good enough”
strategy will beat
apoorly executed
brilliant strategy
every time.

One way to do this is to build extra variables
into that process. Most leaders set direction
with reference to a fact-based view of market
opportunities: which growth segments, trends in profit pools,
customer and consumer insights, competitive positioning,
and so on. But few leaders take the trouble to assemble facts
about the institutional capabilities they need to capture these
opportunities, or compare these desired capabilities with those
that already exist in the organization.

Ignoring this variable can sabotage execution. Consider the
new business leader who pursued a product-bundling strategy
without ensuring his team had the pricing and merchandising
expertise to execute it profitably. Conversely, taking the practi-
calities of execution into account can actually expand your
strategic options. The new head of government relations at one



company recognized thatits sales force possessed consummate
relationship-building skills, and took advantage of this talent to
build relationships with politicians in the nation’s capital.

Even fewer leaders take into account a third variable—employee
passion—as they set strategy, but those that do tend to be among
the most successful. Once you’ve drawn up alist of strategies that
match your market opportunities and institutional capabilities,
consider which of them will also get people excited. Itisn’t hard to
get a sense of where your employees’ passions lie; just ask them
when you are out in the field getting to know the organization.
What’s more, today’s leaders can take advantage of advances
in social media technologies to put their fingers on the pulse of
employee sentiment on a much bigger scale than ever before.

One new leader was faced with the challenge of stable growth
and maturing markets in his business unit. As well as asking
the strategy function to identify growth ideas, he used the
company’s employee chat portal to host a dialogue to identify the
next big thing for the business unit. Over two weeks, the online
event generated nearly 800 ideas from 9,000 employees in 20
countries. The leader and his top team considered the strength
of excitement around the ideas as well as the ideas themselves
when choosing a priority list of 15 initiatives to launch.
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Animportant
truth about
human nature:

Another way to lay the groundwork for superior execution during
direction setting is to engage a broad leadership coalition in
the process. A famous experiment by the economist Daniel
Kahneman illustrates the underlying principle:

Researchers ran a lottery with a twist. Half the participants were
given a lottery ticket with a random number printed on it. The
other half were asked to choose their own number and write it on
a blank ticket. Before drawing the winner, researchers offered to
buy back the tickets. They wanted to find out whether there would
be any difference in the price demanded by the people who had
been handed a number and those who had chosen a number
for themselves. Given that a lottery is pure chance, it would be
rational to assume that there would be little or no difference. The
real answer? Researchers had to pay at least five times more to
those who wrote their own number.

The result of the experiment reveals an important truth about
human nature: when we choose for ourselves, we are far more
committed to the outcome. That doesn’t mean you should let
everyone decide their own direction, but it does mean enabling
a broad group of people to feel personally involved in setting
the direction—or at least choosing the implications—for their
own area.

One new business-unit leader applied this principle
by holding three separate multi-day offsite sessions
for his top 100 leaders during his first four months
in the role. The first offsite was intended to hold

when we choose

for ourselves,
we are far more
committed to
the outcome.

up a mirror to reality—the external context, the
value-driver view of the business, and the cultural
baseline—so that the group could roll up their
sleeves and draft a statement of direction. During
the second offsite, the group developed a portfolio
of strategicinitiatives toimplementacrossthe businessand made
personal commitments to them. In the third offsite, the group
honed their skills at leading change to create the desired culture.

By the end of the process, each of the top 100 leaders felt they
had been able to write their own lottery ticket. What’s more, the
process was then cascaded through the organization in a series



How to set strategy with execution in mind

® Take into account your existing institutional capabilities
and employees’ passions

®m  Putin place any infrastructure you need to support your
initiatives

= |nvolve a broad leadership coalition in setting direction.




2b. Influence mindsets and behaviors

The strategy you pursue is bound to require some degree of
mindset and behavior change among leaders and employees.
Typical shifts include a sharper customer focus, more
collaboration, better performance management, stronger risk
management, and so on. You will already have identified these
shifts while taking stock of your organization’s culture, but how
do you actually go about making them happen

How do you go about :
rapidly and at scale?

making cultural
changes rapidly and
at scale? Fortunately,
a playbook exists for
this very purpose.

Fortunately, a playbook exists for this very
purpose. We have boiled down years of
research and experience into four levers that
can reshape your organization: a compelling
story, reinforcement mechanisms, sKkills required for change, and
role modeling (Exhibit 3). By using these four levers together, you
can put in place a powerful and proven system to encourage the
behaviors you want to see.®

Approached in the right way, such interventions shouldn’t make
people feel they need to “do more things”; instead, they become
part of “doing things differently” as they are incorporated into
existing performance improvement initiatives. When one new
operations leader adopted lean methods across the unit, he used
the business-improvement processes not only to take cost out,
but also to instill the desired culture. For example, kaizen events
(problem-solving sessions used to improve the way people work in
lean organizations) not only empowered frontline employees to use
their ideas to improve operations but also tackled cultural issues
such as increasing trust between the front line and management.

Similarly, lean training programs weren’t confined to technical
skills but explored emotional intelligence and how individuals
could connect their work to their personal legacy. The change
story spoke of how leaders and frontline employees should live
the new values, as well as bringing to life the changes that the
transformation would bring. Incentive programs were adjusted

3 More details on influencing mindsets and behaviors can be found in Scott Keller and Colin
Price, Beyond Performance: How great organizations build ultimate competitive advantage, Wiley,
2011, and Carolyn Aiken and Scott Keller, “The irrational side of change management,” McKinsey
Quarterly, April 2009.
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INFLUENCING MINDSETS AND BEHAVIOURS

“TCHOOSE TO CHANGE MY MINDSET AND BEHAVICR TF ...”

Senior leader/senior team
Symbolic acts
Influence leaders

Change story
Ongoing two-way
communications
Language and rituals

!
O
ROLE MODELING

and staff behaving differently.”

“ ... Isee my leaders, colleagues,

O

4

A COMPELLING STORY

“... lunderstand what is
being asked of me and it
makes sense.”

5

SKILLS REQUIRED FOR CHANGE

“... I have the skills and
opportunities to behave in the
new way.”

0

2

REINFORCEMENT MECHANISMS

“... 1 see that our structures,
processes, and systems
support the changes that I am
being asked to make.”

0

|

Refreshing the talent pool
Technical and relational skills
Field and forum

|

Structure
Systems
Processes
Incentives



How to influence mindsets and behaviors

= Employ the influence model: role modeling, a compelling
story, skill building, and reinforcement mechanisms

® |ntegrate cultural interventions into performance-
improvement efforts (do things differently rather than doing
more things)

= Monitor impact regularly and adjust your approach as
needed.




2c. Build your team as ateam

Once you have your team of all stars, it’s time to build them
into an all-star team. But what does it actually mean to b
high-performing team, and how can you tell when you’ve got one?
You don’t need fancy frameworks; in fact, a simple approach is
better. You can use the following questions as your litmus test:

= Are we aligned on our direction? (Take into account the
external context, emerging trends, strategy, culture, goals,
operational implications, and so on.)

= Do we have a high quality of interaction? (That means trust,
open communication, and constructive conflict.)

®  Are we strongly motivated to work together to improve our
business or function? (We need to feel that our work together
matters and that we are learning, growing, and making
adifference.)

These simple questions can help you and your team reflect on
how you are doing and take actions to address issues.

When it comes to building your team, skip “team-building”
exercises such as rope courses and trust falls. A team gels best
when its members do real work together and feel a shared sense
of meaning and accomplishment. This doesn’t mean sitting in the
same room while each member reads out their
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tive criticism, embrace diverse points of view, respect others’
backgrounds, good will, and competence, and ensure that underly-
ing assumptions behind high-level agreements are harmonized.

When one new business-line leader broached the idea of going
away for an offsite, he was surprised by the negative reaction,
and discovered that his team was known for being dysfunc-
tional and that past HR-led interventions to help its members
work together better had failed. Once at the offsite, however,
the team asked the simple questions above and took the time
to discuss issues fully. They quickly realized that their lack of
mutual trust was caused by differences in their interpretations
of what mattered for the business and what their area was
expected to contribute to it.

The breakthrough came when each team member was asked to
write down his or her top five priorities for the business. When the
team compared their lists, it turned out they had identified not five
but 33 priorities between them, and there were no priorities that
appeared on everyone’s list. It was hardly surprising that previous
interventions, such as playing golf and discussing personality
types, had made no difference. Team members hadn’t realized
that their views of what mattered for the business differed so
widely. That explained why other people’s day-to-day actions
sometimes seemed incompatible with company priorities, and
why trust had broken down so badly.



As you build your formal team, think too about who will make
up your informal team. Who are your unofficial advisors—your
sounding board and source of discreet advice? Who will keep
you informed of the word on the street? Who can offer unfiltered
praise and criticism grounded in a knowledge of who you are and
what you are trying to achieve?

For some leaders, the answer might be one or two people they
have grown up with professionally. For others, it might be an
outsider who knows the company well but can tell it like it is
because they aren’t part of its culture or politics. For yet others,
it might be a trusted peer from another part of the organization.
Many leaders rely on a mix of all three, though most opt to keep
their inner circle relatively small.

How to build your team as a team

m  Get your senior team to agree on what a high-performing
team looks like, and gauge progress regularly

®  Focus your senior team by getting them to do the work that
only they can do together

®  As well as building your formal team, cultivate an
informal team to use as a sounding board and source of
discreet advice.
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2d. Play the role that only you can play

The higher up the management ladder you go, the more powerful
the amplification that happens between what you do and say and
how it’s heard by the rest of the organization. Like it or not, you
are the chief story teller, Gber role model, master architect, lead
performance manager, and chief coach for your business. With
so much attention focused onyou, it’simportant
you are thoughtful and deliberate about what
you spend your time doing—and not doing.

I’s important you
are thoughtful and
deliberate about
what you spend
your time doing—
and not doing.

Start by knowing yourself. What do you want
other people to say about you as a leader? What
stamp do you want to leave on your company?
What will it take for your business to succeed? What gives you
energy, and what drains it away? What are you good (and bad)
at? What behavior will you not tolerate from those around you?
What lifestyle tradeoffs are you willing (and not willing) to make?
You should be able to answer these questions with clarity and
conviction.

You’ll also need to decide where you can make the biggest
difference. Where will you roll up your sleeves and get involved in
solving problems? Where do you draw the line between matters
that only you should decide and those that can be delegated
to others? How will you hold people accountable, and what
will their rewards and consequences be? What are the most
powerful symbolic acts you can take to inspire actions in others?
Once you’ve answered the questions, it’s up to you and your
assistant to make sure your calendar reflects these priorities and
preferences so that you use your time to achieve the greatest
possible impact. The choices made by the business head of a
retail network offer a good example. When an initial diagnostic
revealed there were significant opportunities in supply-chain



management, she decided she would personally sign off on the
budget for every new store opening. Onerous though this proved
to be, it enabled her to coach her team and role model how
she expected such decisions to be made, and sent a broader
message to the organization about the importance of being on
top of the numbers and managing costs. It also took advantage
of her strong background in finance and negotiation and allowed
her to add real value.

There was one catch, however. The leader lacked the self-
awareness to realize she had a natural aversion to risk and
believed she could do the job better than anyone else, making
it difficult for her to relinquish control. Two years later she was
still managing in the same fashion. What started as a powerful
symbolic act that saved the company money had turned into
habitual micro-management that disempowered her team. By
this point, other leaders and employees had learned what they
needed to do to adopt a more cost-oriented mindset.

This example illustrates one last point for new executives as
they start to make an impact in their role. It’s important to guard
against hubris—the tendency for people in powerful positions to
become over-confident. If you find yourself feeling excessively
proud, not wanting to listen to your critics, surrounding yourself
with yes people, refusing feedback on how you are doing, and
refusing to adjust your path as the context changes or new
information emerges, you could be about to sabotage your own
success. Steve Jobs advised college graduates to “Stay hungry,
stay foolish”; we would advise executives in transition to “Stay
hungry, stay humble.”

How to play the role that only you can play

= Know what you are good at, what gives you energy, and
what you expect of others

®m Decide where to spend your time and where to delegate
so that you can make the biggest possible difference

m  Continue to learn and grow even as you succeed, guarding
against complacency and hubris.
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EXHIBIT 4
COMPLETENESS CHECK FOR HIGHIMFPACT TRANSITIONS

HOW

- e e e

1. Take stock

————— A ——— ———————— e e ——

la. Have I looked at value-driver analyses and external
trends to identify where high-impact opportunities
exist?

O Have [ cast performance data from a value-driver perspective
to get a true reading of performance?

O Have lidentified the external trends and competitive positions
that will affect performance in the next three to five years?

O Are my team and organization aligned on how the business is
performing and where the high-impact opportunities lie?

- .

Tb. Have I rigorously assessed the cultural dynamics of
my organization?

O Havelestablished a measurable baseline for my
organization's culture?

O Have lidentified the prevailing mindsets that shape
employees’ behaviors?

O Havel articulated the shifts in mindsets and behaviors that
will drive improved performance?

Business

——— e ———— e e ——

Culture

WHAT

——— ~ T ——— e e ———

= B
lc. Have [put the right team in place?

O Have lidentified supporters and energized them, and
identified blockers and moved them out?

Have [ galvanized the fence-sitters by setting clear
expectations, acting as a role model, coaching, and aligning
incentives?

O Have [ hired in the skills and capabilities and make the
structural changes [ need to support future performance?

Team
O

—— ~ i ——————— e ———

1d. Have I done what it takes to get up to speed in
my new role?

O Have [ understood and shaped key stakeholders’
expectations?

O Have I acquired the technical knowledge and skills [ need?

O Have I spent time in the field to understand how frontline
operations work?

Myself




O

O

O

Za.

HOW

2. Take action

e ————— e ——

e e e e e e

Have we shaped a clear, execution-oriented strategy
that people feel they own?

Have we taken into account our existing institutional
capabilities and employees’ passions in setting strategy?

Have we put in place any infrastructure we need to support our
initiatives?

Have we involved a broad leadership coalition in setting
direction?

—— I

O

O

2b.

Am I influencing the necessary shifts in mindsets and
behaviors at scale?

Am 1 using role modeling, a compelling story, skill building, and
reinforcement mechanisms?

Am 1 integrating cultural interventions into performance-
improvement efforts to do things differently rather than do
more things?

Am I monitoring impact regularly and adjusting our approach as
needed?

——— ———— ———— e e |

.Is my team becoming a high-performing team?

Have we agreed on what a high-performing team looks like, and
do we gauge our progress regularly?

Does my team stay focused on doing the work that only we
can do together?

Have 1 also cultivated an informal team to use as a sounding
board and source of discreet advice?

i ———— e e e

. Am I playing the role that only I can play?

Do T know what [ am good at, what gives me energy, and what |
expect of others?

Do I know where to spend my time and where to delegate to
make the biggest possible difference?

Am 1 continuing to learn and grow even as | succeed, guarding
against complacency and hubris?
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Who and when

What should you
tackle first? What
timing should you
aimfor?



Engage stakeholders

As soon as Martin found out about his new role, he immersed
himself in the insurance brokerage business. He spent time with
the outgoing leader to understand her view of the history of the
organization and its future priorities, listening carefully while
bearing in mind that performance was below par during her
tenure. He organized a Saturday session with third-party experts
to get primed on industry dynamics, best practices, and value
creation in the context of a bank-owned insurer. In addition, he
met up with a couple of colleagues from earlier in his career who
now worked in the insurance brokerage business, and he started
to get to know the team he was inheriting.

Once in the role, Martin began to engage the organization,
spending a lot of time in the field visiting its regional offices. While
there, he met high-performing employees individually to get their
advice on what needed to change and what didn’t, and spent
time getting to know the broader office. He also met key customer
accounts to hear their hopes and concerns.



To connect with employees throughout the organization,
Martin began a weekly blog to share his reflections on what
he was hearing and thinking. This also served to set a tone of

transparency, which had been lacking under
the previous leadership. During an early staff
meeting with his team, he held a “getting to
know you” Q&A session so that they could
understand why he took the role, know what
kind of transition process he had in mind, and
learn a bit more about him as a leader and
a person.

At the same time, Martin asked a small team

Six weeks into his
new job, Martin
announced a
restructuring of the
business, the early
retirement of two
executives, and the
creation of three
new roles.

to pull together a baseline analysis of the company’s business
performance and culture, with a focus on value drivers. He met the
team every week to get updates on its findings as they emerged.
Armed with this information and the experience he had gained in
the field, Martin identified which leaders weren’t going to make the
cut and what changes to the organization structure would help the
business. Six weeks into his new job, Martin announced a restruc-
turing of the business, the early retirement of two executives, and

the creation of three new roles.
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Align the top team

Ten weeks into his job, Martin brought his top team together for
an offsite session lasting two and a half days. By now he had filled
two of the new roles with people he trusted from past experience,
and an external search was under way for the other position.
In advance of the session, team members were sent baseline
information about the business so that they could use their time
together productively to focus on the work that only they could
do. They also had to answer questions about how far they agreed
with the strengths and opportunities identified by the diagnos-
tic, and what the implications might be. This pre-work was then
synthesized by a small working team, who organized the agenda
to confirm and celebrate areas where the top team was already in
agreement and focus discussion on areas of misalignment.

The session began with Martin putting a few stakes in the
ground to guide the direction-setting process. Through personal
introspection and discussions with a small informal group of
advisors, he had reached a set of convictions about the business,
and needed the team’s support for them: “We will operate as a
bank-owned business, not a standalone company,” “We will be
disciplined in our segmentation rather than being everything to
everyone,” and “We will show we can grow organically, and only
then consider further acquisitions.”

Martin was followed by his boss, Kim, whom he had asked to help
create a burning platform for change. She sent a clear message
to the team that the days of investing this year in the vain hope of
a pay-off next year were gone for good.

The next part of the session was devoted to answering the team’s
questions about the baseline analysis. Taking a value-driver view
had shed light on several areas of opportunity. The business’s
12 percent compound revenue growth was being driven by dilutive
acquisitions. It had more than 270 different compensation plans
in place across the sales force, and even in periods of declining
revenues, the overall pay structure remained high. A lack of
consistency in the use of shared services created a duplication
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of resources at central and local levels. Cross-selling rates to
customers of other parts of the company were low. The insurance
operation had 2,300 active supplier contracts, which incurred
substantial legal and administrative costs and failed to take
advantage of volume discounts and operational efficiencies.

To help the team engage and interact with these findings, they
were presented like paintings in an art gallery. Team members
walked past a series of posters of diagnostic data while the
working team that had put them together acted as guides
and interpreters.

An experienced facilitator then guided the team through a series
of discussions to help them reach agreement on performance
goals such as margin growth, cross-sell rates, and customer
satisfaction, and a set of transformational business initiatives
that would take place only if the team committed to working
together to make them happen. These initiatives included
defining a customer-segmentation strategy, optimizing technol-
ogy resources, standardizing office models and compensation
structures, and creating more integrated partnerships with other
businesses in the company.

The second day of the offsite was devoted to exploring the
priority initiatives in more detail, including measures of success,
milestones, working teams, and governance; ensuring that
the team was clear on how the new organization was meant to
work in terms of decision rights, key performance indicators,
and interdependencies; and discussing the culture that would
be needed to enable the business to achieve its objectives.
The team was shown data revealing that most employees had
limiting beliefs that would need to be tackled. For instance,
many employees felt that being part of a larger financial services
institution inhibited the insurance operation’s performance
rather than giving it a competitive advantage. They lacked trust in
the capabilities of colleagues outside their own department, and
there was a widespread belief that “Everything else (including
margin) takes care of itself as long as revenue is growing.” There
was also a perceived lack of alignment on a clear and compel-
ling direction. The discussion then turned to practical changes
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that needed to be made to shift these mindsets and behaviors
through role modeling, story telling, reinforcing mechanisms, and
skill building.

In the last half day of the session, the team developed an
approach for taking the work forward, tackling questions such
as how and when would the new direction be communicated?
When would a broader leadership group be engaged in more
detail? What should they talk about (and not talk about) back at
the office?

The team reached agreement on their operating rhythm and
norms, including how they would monitor their performance.
Toward the end of the session, they evaluated themselves on
their level of alignment, the quality of their interaction, and how
energized they felt about what had been decided. This allowed
them to identify what worked well and what didn’t so that they
could make adjustments for future sessions.
The session closed with the team members
talking about what the new direction meant for
them personally and what others could count on
them to doin the future.

The change story
was written by the
top team during the
first session, tapping
into the power of

the “write your

own lottery ticket”
approach.

Over the course of the two and a half days, the
team also started to capture the decisions they
were making in the form of a change story. At
mealtimes team members were handed a copy of the story so
far and asked to rate whether it captured the conversation and
represented the right answer for the company on a scale of 1 to
10. If it didn’t score 10, what needed to change in order for it to do
so? Thus the change story was written and revised by the top team
during that first offsite session, tapping into the power of the “write
your own lottery ticket” approach described earlier.
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Develop the roadmap

As he came out of the session, Martin felt positive about the
direction of change and the actions the top team had agreed on,
but he also knew that the effort thus far amounted to little more
than 10 people believing in words on a page. He quickly turned
his sights to developing a roadmap by launching working teams
to flesh out the initiatives needed to implement the strategy. He
charged the small team that had pulled together the diagnostic
with playing a program management office (PMO) role to coordi-
nate a portfolio of initiative teams, and made sure these teams
were staffed with the best talent from across the business. He
asked his direct reports to act as executive sponsors to guide the
initiatives, again signaling the importance of building the team by
doing real work together.
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A few weeks after the offsite, the initiative teams launched their

efforts in a working session with the top team, facilitated by

the PMO. They were given six weeks to He asked his direct
prepare for another offsite, this time for reports to act as executive
the top 300 leaders. By then, they would sponsors to guide the
need to be ready to explain the scope of initiatives, signaling the
their efforts, the milestones for assessing importance of building the
impact, how individual initiatives related team by doing real work
to one another, how others in the organi- together.

zation would be involved, and their initial

thoughts on what specific changes to the business were likely

to be in store. The PMO was tasked with fleshing out the change
management plan, planning the offsite in detail, proposing

a communications strategy, and ensuring that actions to shift
mindsets and behaviors were built into each initiative.

While developing the roadmap, Martin sought regular input from
his confidants on a diverse range of topics: how best to bring his
new external hires on board, which of his team members were on
message once back in the field and which were not, how to strike
the right balance between pushing for change and acknowledg-
ing good work in the past, and what he should communicate in
the upcoming offsite. He also continued to get out in the field
himself and kept up his blogs to communicate with the wider
organization. He ensured that he and his team had the financial
and operational data to see whether the early efforts were
having an impact, and that leaders had individual performance
targets that were directly linked to the overall objectives for the
insurance business.

Martin also made a point of spending time with the initiative teams
as they came up with their hypotheses, and took part in deep
dives to solve problems in areas with the greatest potential for
value creation. At the same time, he kept up discussions with key
stakeholders to harmonize his plans with their expectations. On
the day before the offsite session for the top 300 leaders, Martin,
his top team, and the initiative teams met for one last review of the
work to ensure that it held together as a coherent whole and that
everyone knew their roles for the next few days.



Mobilize a broad
leadership coalition

Kim, Martin’s boss, kicked off the two-day session with an
address designed to convince the leaders of the power of being
part of a larger enterprise. Martin then gave his opening address,
sharing a high-level view of the organization’s direction and initia-
tives that covered both business and cultural elements. He also
referred to key points from the baseline analysis produced for
the top team session, which had subsequently been sent to the
top 300 leaders in order to maintain the transparency so lacking
under the previous leadership. The audience was then given a
detailed overview of the new organization—who was who and
how each area was expected to work together with others.

Inthe next part of the session, each participant followed a personal
agenda that took them through a series of six breakout sessions
devotedto theinitiatives most relevant to them, in which they rolled
up their sleeves in smaller groups to help solve problems and push
the organization’s thinking. The whole group then reconvened
and the leader of each initiative reported on how the sessions had
shaped their thinking, discussed next steps, and explained how
leaders could stay involved. In the closing afternoon, participants
had the opportunity to articulate their “elevator speech” about the
changes and consider how the new direction would affect their
teams and their own work as leaders.

The day after the offsite, leaders met in their business and func-
tional groups to determine what the new direction meant for their
area and discuss how they would communicate the strategy
to their respective groups. Representatives from the PMO
introduced the communications plan and provided materials to
help cascade the key messages throughout the organization.
Booklets had been printed overnight with an updated version of
the change story that reflected the input from the top 300 leaders;
it covered who we are, where we are heading, how we will get
there, what is expected of me, and why it matters. As a powerful
symbol of alignment and commitment, the cover of the booklet
featured a graphic with the signatures of all 300 leaders, which
had been obtained at dinner the evening before.
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Lead with purpose

With the top 300 leaders’ session behind him, Martin began to
move from transition mode into a steady-state operating rhythm.
In the next six months he held monthly meetings with the PMO,
steering committee, and initiative teams, switching to a quarterly
schedule once things were on track. He was thoughtful about how
he spent histime, balancing customers, business partners, regula-
tors, and team coaching, and keeping back enough time to reflect
on strategy, the organization’s dynamics, and his personal impact.

By now Martin felt confident in his new structure and his new
team. They continued to focus on the work that only they could
do together, and felt they were gelling as a high-performing team.
As for individual team members, many were fully on board in both
skill and will, and he had clear milestones in mind for the rest.
He continued to make regular use of his inner circle of informal
advisorsto help him understand how to make the greatest possible
impact on the culture. He also got them to alert himif his language
or actions risked producing unintended consequences, knowing
that his finance background meant he was most comfortable
managing by the numbers and could easily miss important cues
in other areas.

A year into the journey, Martin was back in front of his top 300
leaders. Much had happened since the last time they’d been
together as a group. He’d had to move out one of his top team
members unexpectedly after major risk and compliance issues
had emerged in his area. Unforeseen changes in the economic
climate that limited growth on the commercial side had dictated
a change in strategy to focus more on the consumer business.
Thanks to the operating rhythm Martin had put in place, the team
was able to pick up the need for adjustments at an early stage and
make changes in a timely and seamless manner.

Martin was pleased to announcethatthe business unit was starting
to see a turnaround in its fortunes. By implementing the agreed
strategic initiatives, strengthening performance management in
each area, and bringing about significant cultural change (partly
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by abandoning the acquisition strategy on which the organiza-
tion had previously depended), the business had beaten its plan,
delivering increases in cross-sell penetration and profit margins.
The cultural side had seen improvements across the board. In
one particularly large shift, more than 95 percent of employees
felt there was a clear shared direction,
up from less than 50 percent prior to
Martin’s arrival.

“So what should we change
in our directioninthe coming
year?” The answer came with

aclick of the slide changer: . ., ,
“NOTHING. We have the right The highlight of Martin’s presentation

came after he had reviewed the results
to date. He paused on a slide that read
“So what should we change in our
direction in the coming year?” The answer came with a click of
the slide changer: “NOTHING. We have the right strategy, the
right plans, and the right team.” Cue a round of applause.

strategy, theright plans, and
therightteam.”



How we can help

Our goal in helping leaders with their transitions is simple: to
provide highly personalized support that is tailored to your needs
and draws on proven best practices to accelerate your progress
from transition to sustainable impact. That’s why we developed
the method for achieving a high-impact transition that we’ve
outlined in this booklet.

Foreach element of the approach, we’ve developed proprietary tools
and techniques that represent powerful interventions in their own
right. More importantly, though, they reinforce one another to enable
all the elements of your transition to come together in a seamless
whole, asthey did in Martin’s case as we’ve discussed previously. We
can support you in “taking stock” by:

®  Providing analytical support to help you understand the value
drivers of your business, your competitive position, and the
external trends that will affect your future performance. We
draw on analytical methods and data from our global industry
and functional practices to obtain a full, accurate, and insight-
ful reading of your organization’s performance.

m Establishing a measureable baseline for your organization’s
culture and identifying the mindset shifts required to improve
your performance. We use purpose-designed tools including
our organizational health index, rapid assessment of mindsets
methodology, and social network analysis.

®  Acting as an experienced thought partner and sounding board
as you design your organization, put your team in place, and
get up to speed in your new role. We use our OrgLab interactive
restructuring tool and organization design benchmarks, team
assessment framework, and unrivalled network of experts and
peer coaches to give you the support you need.

® Building top-team alignment on your organization’s strategic
and cultural direction using proven techniques that help
develop a deep shared conviction about the future. For
instance, we use pre-work methods to ensure all participants’
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perspectives are understood and articulated prior to the first
workshop, create agendas based on appreciative inquiry,
and introduce techniques to help your top team improve their
interactions as they do the real work of setting direction.

We can support you in “taking action” by:

= Working with you and your team to set the right execution-
oriented strategy. Our interactive methods help you find
where your organization’s opportunities, capabilities,
and passions intersect. We apply our ten timeless tests
of strategy and our portfolio of initiatives framework and
toolkit to help you develop an implementation roadmap for
your organization.

= |ntroducing you to reliable methods to influence shifts in
your organization’s culture and mindsets, such as the five
frames of performance and health, the influence model,
and our cultural interventions catalogue. By integrating
these methods into existing performance initiatives, your
organization doesn’t have to do more things to shift the
culture, but rather does things differently for greater impact.

= Aligning and mobilizing the broader organization to execute in
ways that create understanding, conviction, and action. The
methods we use include our next-generation PMO toolkit,
large-group interventions catalogue, and dialogue-based
story-telling and cascading methods.

m  Creating the right conditions for a high-performing team by
helping you set an operating rhythm that balances action,
reflection, and renewal. Among the methods we apply are our
top-team effectiveness survey and toolkit, capability-building
modules, and facilitation techniques.

®  Providing coaching and continuous learning opportunities to
help you weave together all aspects of your transition to stay
ahead as you develop in your role. We apply methods such
as our personal effectiveness assessment tool and executive
time and energy calendar analysis, and alert you to ongoing



learning opportunities through our roundtable forums and the
McKinsey Leadership Development Center.

Although we typically support executives for the full duration of their
transition, we find our role as an external advisor is most effective
when it is tailored to suit your needs. Some leaders get the greatest
benefit from having us play a visible hands-on role in performing
analyses and developing solutions to cut through office politics
and challenge orthodoxies. Other leaders prefer a more discreet
approach, using us behind the scenes as a thought partner and
facilitator to help align their team and the broader organization.

Recognizing the value created when an incoming leader swiftly takes
the organization to a new level of productivity, yet other companies
engage us institutionally to provide “on call” support to any transition-
ing executive anywhere in the organization. No matter which model is
best for you, we can help you make your transition a success.

*kk

Helping leaders during their transition represents some of the
most meaningful work we do. It enables talented people like you
to achieve success at a pivotal time in your career. It helps your
company develop its leaders and achieve a high return on its
investmentintheirtransitions. Inturn, youremployees, customers,
shareholders, and communities all reap the benefits.
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My transition story

The head of Juniper Networks discusses his strategy for making
the transition into the CEO role.

Kevin Johnson
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When Kevin Johnson took the reins at Juniper Networks, in September

2008, he left a role that was, by some measures, much bigger: in his previous position, as
president of Microsoft’s platform and services division, he had been responsible for more
than $20 billion in revenue, including the company’s lucrative Windows business. By contrast,
the sales at Juniper, a provider of IT networking infrastructure, were $3.3 billion during
Johnson'’s first full year as CEO.

The timing of his start date didn’t make his transition easy. During Johnson’s first week,
Lehman Brothers collapsed and the global macroeconomic landscape changed dramatically.
This required some quick moves: a doubling down on big R&D bets, for example, combined
with significant cuts in other operating costs. All the while, Johnson tried to follow a set of
transition principles that he described recently in an interview with McKinsey’s Endre Holen
and Allen Webb.

Johnson’s suggestions: Seek advice before day one on the job. Don’t come in with a

new strategy; instead, use your first few months to connect with the organization, set the
strategic agenda, and shape a talent plan. Bring your top managers and your board along
with you. Be very deliberate about how you will effect needed cultural changes. And don’t
underestimate the increased scope of your new role.

Learning before starting

My appointment as Juniper’s CEO was announced in late July 2008, and | went to work

in early September. During those six weeks, | was wrapping up my responsibilities at
Microsoft, but I also spent time with five different CEOs, asking them for their advice on
the job and the transition. Each of them gave me an interesting perspective from a slightly
different angle.

One message was the need to be thoughtful about how your direct reports and the
executive staff would see the transition. Juniper’s previous CEO, Scott Kriens, had been in
that job for 12 or so years, almost since the time the company was started. A lot of people
had invested their careers in Juniper and wondered whether I was going to clean house. So
one of the CEOs | talked with told me that it's important to assess the talent quickly and
then be clear with them—either you're going to keep them or you’re not—but you shouldn’t
leave it vague, which isn’t helpful either for them or for you.

Another point was the importance of having the former CEO there to help you when you
need his or her ideas and input, but not making him or her extremely visible for the whole
organization, because it’s hard for people to disconnect from the previous leader and
establish a connection to the new one. A CEO | spoke with had recently succeeded a long-
tenured CEO. That discussion helped me understand that the previous leader—especially
one who's still on the board or has some other role—may be going through an emotional
disconnect from the organization, while you’re trying to engage with it. You have to be
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sensitive to that reality and figure out how you can make the best use of the previous CEO’s
expertise, knowledge, and talent, but also how you can get enough room to establish your
own leadership agenda and connection with the team.

In my situation, Scott Kriens was phenomenal: he gave me the breathing room to establish
my leadership agenda—which I'm sure was hard for him because he had put so much
energy into his work—but he was there for me as well. For the first few months, Scott and I
found that having dinner every other week gave us two or three hours when I could share
my observations and thinking with him and get his thoughts too.

The first few months

I was hired to scale up the company and take it to the next level. The status quo wasn’t
going to get us there, and I didn’t have all the time in the world. One CEO I talked with
emphasized that when you come in, you've got a certain period of time to put an agenda on
the table, and if you haven’t made enough of the changes you need to make in the first 12 to
18 months, it’s going to be too late.

My personal opinion is that from day one, you should have a point of view about the
business: “Hey, this is a good company; this is a good industry,” or “This a good industry,
but our company’s in trouble.” That doesn’t mean that you translate your point of view into
a new strategy on day one. But by the end of your first couple of months, you'd better have a
basic idea of your long-term goals, the strategy to get there, and what you’ve got to do about
leadership and talent over the next 12 months or so.

Before even starting on the job, I put together a plan of what I wanted to accomplish in the
first 100 days: how I would invest my time and the key people I needed to connect with—
the leadership team, employees, key customers, investors, partners, and the board. When
I showed up on the first day, I used this plan to communicate with the team about how I
would approach the transition. In the first week, I connected with my direct reports, sent
an e-mail to all employees, and set up my calendar. But five days after I started, Lehman
Brothers declared bankruptcy and the global economy changed dramatically. | continued
to work on the 100-day plan, but in parallel I was trying to digest everything that was
happening in the economy. That was probably a very unusual transition, but I'd expect all
of them to have some serious issue—internal or external—that wasn’t anticipated.

My objective for the 100-day plan was primarily to connect with different constituents,
listen and learn, start testing some ideas, and begin to shape the strategic agenda. In week
one, I asked my direct reports to sit down together as a group and answer four questions:
what are you most proud of about Juniper and why, what needs to change and why, what
do you hope I do as the new CEO, and what are you most afraid | might do as the new
CEO? Those four questions gave me a very quick read on the situation, opened up an
interesting dialogue with my direct reports, and helped me to feel comfortable.
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After | asked the questions, | left the room for an hour or so to let my direct reports work
through their answers collectively. I wanted them to talk as a group without me because
that would allow them to be candid and anonymous. They wrote down the answers on a
whiteboard anonymously, so I didn’t know whose individual point of view each answer
reflected. I also had the HR executive summarize the answers, which I then discussed with
the team.

Then over the first three months, I took the top 100 or so people in the company and had a
one-hour one-on-one session with each of them. I also did two-hour business reviews with
every business group. And at the end of 100 days, I wrote a memo. It didn’t state specific
solutions or actions but instead focused on my early observations about the company’s
business, strategy, people, culture, and competition—issues that we ought to be thinking
about. I shared the memo with the top 100 people in the company. The memo forced me

to digest everything I had learned and allowed me to communicate my thoughts in a
consistent way with each person who got it. People could think, “OK, Kevin did all of these
one-on-ones and at least I get to see what he took away from them,” instead of, “Oh, wow,
he spent all of this time doing these one-on-ones; I wonder if he learned anything?”

Four months after | started at Juniper, | had each of my direct reports conduct a people
review with me on their organizations, their talent, and an assessment of their direct
reports. That allowed me to learn what my direct reports thought about their people

and where we had gaps. This review was the basis for a board meeting where I took our
directors through an all-up assessment of Juniper’s talent. Three months later, | took the
leadership team through a strategy review process in a very structured way, and that fed
the next board meeting. These management exercises allowed me to take the organization
and the board along on a quest for the right answers—our long-term goals and the strategy
that would help us achieve them.

Particularly in the beginning, it's important to look at the way you sequence decisions
and actions. For the compensation model, especially, there was a very specific window of
opportunity. Since I started in September and our fiscal year begins in January, I knew
that if I didn’t do that by January 1, it would take me another year. So | did it within the
first 100 days, which allowed me to communicate what I thought was important and how
our rewards systems should reflect this.

By the end of the first few months, I had spent time listening and learning, developing our
long-term goals and strategy, and made some important decisions on people and reward
systems. This was the beginning of my journey.

Shaping the culture
As I've said, Lehman Brothers and the economy tanked five days after I took over at
Juniper. I actually found the crisis somewhat helpful, because whenever you have a
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compelling event—an economic crisis, a competitive attack, a huge product launch—it
brings teams together. It puts you in the battlefield immediately, and teams bond and

get to know one another on the battlefield; that’s where relationships are created, tested,
and strengthened. Besides bringing our team closer together, the economic collapse gave
people a compelling reason to accept change. They now had a different mind-set: this is no
longer business as usual.

Often you have to change not only the people and strategy but also the culture. For
example, when | asked people what they were most proud of at Juniper they would say,

“Our culture of collaboration and innovation.” When I asked them what they hoped I would
change, often they would say, “We avoid conflict as a culture and try to get to consensus
on everything, so sometimes we're paralyzed in making hard decisions.” Embracing
what'’s great about a culture and at the same time injecting new elements into it can be
challenging.

To tackle cultural issues, | put together a team of about 40 employees. Some had been with
the company for 1 or 2 years, some for 12 or 14 years. They came from every discipline—
sales, R&D, finance, HR. We got support from a consultant, Ann Rhoades, who had been
chief people officer at Southwest Airlines and Jet Blue. Ann and her team organized a two-
day work session with the Juniper team, where we talked about the company’s culture. |
was able to listen, share ideas, and help influence the result, but the output of this session
primarily came from these 40 people, who really understood the values that make us what
we are. I took those values to the company’s top 30 executives and we massaged them
again. Eventually, we ended up with five.!

This process allowed me to embrace the great things about the culture of the past and
amplify them, and then inject the new things we needed for our future. And those values
have been translated into behaviors. For example, we now say, “Here are the behaviors
that would demonstrate a given value for someone in a sales role.” The values are woven
into the performance reviews too and into the way we recognize outstanding employees.
The company never really celebrated successes as much as we needed to, so we launched
an awards program. Every quarter, I give out three CEO awards. Each winner gets up to
$100,000 of equity and public recognition. We use rewards to recognize people we want
others to see as role models.

Adapting to the scope of the CEO role

I came to Juniper from running a really big organization at Microsoft. You might think that
the new job was simpler, but that would confuse scope with scale. Some of the big-scale
jobs I had at Microsoft—running worldwide sales, marketing, and services, for example—
had a defined scope: basically, running field operations. One thing I noticed in running

LJuniper’s five values appear online at juniper.net/us/en/company/profile/value.
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things at scale is that once you get to a certain point, the numbers are bigger but the
challenges and responsibilities aren’t. Running $20 billion in revenue isn’t much different,
by itself, from running $30 billion. The numbers are bigger, but the things that you do
and the skills you need to lead a growing organization are basically the same. By contrast,
expanding into different customer segments, adding new core businesses, and taking on a
broader range of initiatives all increase the scope, complexity, and challenge of a job.

When I came to Juniper, all of the things that I learned at Microsoft about scaling up an
organization were very applicable. But my new role at Juniper also expanded the scope

of my responsibilities to new areas, including investor relations, managing a board,

and allocating resources across a company. Now | had responsibility for an end-to-end
business with multiple business groups and a wide range of products, services, and
customer segments. I have to create the conditions so that these groups can innovate

and create new products and technologies, to create the right environment for sales

and marketing, to get enough time for investor relations, to engage with the board, to
understand my role under Sarbanes—Oxley, to close big deals. The scope of the job is much
wider.

This kind of expanded scope opens up new experiences. One new thing for me as CEO was
communicating with the financial community. And I made some mistakes here. When

the economic downturn hit, we decided that, strategically, continuing to fund R&D and
customer satisfaction were the two most important things for the company. When so many
others were laying off huge numbers of workers, we increased investment in R&D and
customer satisfaction. Meanwhile, we cut operational expenditures in every other part of
the business.

On my first earnings call, I stressed the importance of investments in R&D and customer
satisfaction. I was less clear about reducing our overall operational expenses. All the
analysts heard was the increase in investment. At a time when some people were saying,
“Kevin, you should lay off 10 to 15 percent of your workforce today,” I was saying that we
were going to increase investment in R&D. The analysts thought I was a coconut head. I
had to communicate more clearly and completely so that people could understand how
we would operate during the downturn. We did reduce overall operating expenses while
still managing to increase our investment in R&D. We even exceeded our expectations on
operating margins. I think that we earned a lot of credibility; it always has to be earned.

Dealing with a board as CEO was also a new experience. I had been involved with boards
before, but as CEO I'm accountable to them in a new way. | faced the question of how

often to communicate with our board and in what way—one-on-one or collectively? It’s
important to stay connected with board members and to give them a perspective between
board meetings. I use a combination of approaches. Sometimes I'll call individual directors
on certain topics and discuss them one-on-one. Other times | may ask the whole board to
meet with the leadership team on a specific topic.
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Related thinking

“Letter to a newly
appointed CEO”

“Managing CEO
transitions”

“Planning for your next
CEO”

“A guide for the
CEO-elect”
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I also found that it’s very helpful to send periodic e-mails to directors on strategic topics
and events. If there are significant things I want our directors to know about, I shoot them
a quick e-mail: here’s an update on three topics—boom, boom, boom. When we get to the
next board meeting, these e-mails have kept everyone up to date on important topics, and
we don’t have to bring everyone up to speed on everything. This was very important in

my first few months because it gave the board more opportunities to understand how I
approach issues and engage with people than they would get from board meetings alone. o

Endre Holen is a director in McKinsey's Seattle office; Allen Webb is a member of McKinsey Publishing.
Kevin Johnson is the CEO of Juniper Networks. Prior to joining Juniper, he spent 16 years with Microsoft
Corporation, including serving as president of the platforms and services division and group vice president of the
worldwide sales, marketing, and services organization. Copyright © 2010 McKinsey & Company. All rights reserved.
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The Inconvenient Truth

About Change Management

Why it isn’t working and what to do about it

The Idea in Brief

The Idea in Practice

by Scott Keller and Carolyn Dewar

In 1995, John Kotter published research that
revealed only 30 percent of change programs
are successful. Fast forward to 2008. A recent
McKinsey & Company survey of business
executives indicates that the percent of

change programs that are a success today is...

still 30%. The field of ‘change management’, it
would seem, hasn’t changed a thing.

Digging deeper into why change programs
fail reveals that the vast majority stumble on
precisely the thing they are trying to transform:
employee  attitudes and  management
behavior. Conventional change management
prescribes addressing these behavioral and
attitudinal changes by putting in place four
basic conditions: a) a compelling story, b) role
modeling, c) reinforcement systems, and d) the
skills required for change.

These prescriptions are well grounded in
psychological research and make good
common sense — which, we believe, is precisely
where things fall apart. The inconvenient truth
of human nature is that people are irrational in
anumber of predictable ways. The prescription
is right, but rational managers who attempt to
put the four conditions in place by applying
their “common sense” intuition typically
misdirect time and energy, create messages
that miss the mark, and experience frustrating
unintended consequences.

In the same way that the field of economics
has been transformed by an understanding
of uniquely human social, cognitive and
emotional biases, so too the practice of change
management is in need of a transformation
through an improved understanding of the
irrational (and often unconscious) nature of
how humans interpret their environment and
choose to act.

A) CREATING A COMPELLING STORY

#1: What motivates you doesn’t motivate
(most of) your employees. Research confirms
that there are at least five sources of meaning
for humans at work: impact on society, the
customer, the company/shareholder, the
working team, and “me” personally. What’s
more, workforces are evenly split as to which of
these is a primary motivator. “Telling five stories
at once” is the key to unleashing maximum
energy for change.

#2: You're better off letting them write their
own story. Research indicates that when
employees choose for themselves (versus
“being told”), they are more committed to the
outcome by a factor of almost five to one.
Time communicating the message should
be dramatically rebalanced towards listening
versus telling.

#3: It takes both “+” and “-” to create real
energy. Deficit-based approaches (“solve the
problem”) to change can create unproductive
fatigue and resistance. Constructionist-based
approaches (“‘capture the  opportunity”)
generate more excitement and enthusiasm,
but lead to risk-averse solutions. By moving
beyond this dichotomy and pursuing both
approaches simultaneously, managers can
neutralize these downsides and maximize
impact in mobilizing the organization.

B) ROLE MODELING

#4: Your leaders believe they already “are
the change.” Most executives have the will
and skill to role model, but don’t actually know
“what” they should change due to their self-
serving biases (if they didn’t think what they
were doing was right, they wouldn’t be doing it).
Smart use of concrete 360-degree behavioral
feedback can break through this barrier.

#5: Influence leaders aren’t that influential. It
is not enough to invest in a few rather than in
many as a way of catalyzing desired changes,
no matter how appealing the idea is. New
research shows social “contagions” depend
less on the persuasiveness of “early adopters”
and more on how receptive the “society” is to
the idea. While influence leaders are important,
we warn against overinvesting in them - your
effort is better spent elsewhere.

C) REINFORCING MECHANISMS

#6: Money is the most expensive way to
motivate people. A change program’s
objectives should be linked to employee
compensation to avoid sending mixed
messages. Little upside is gained, however,
due to a number of practical considerations.
There is a better, and less costly, way. Small,
unexpected rewards have disproportionate
effects on employees’ motivation during
change programs.

#7: A fair process is as important as a fair
outcome. Employees will go against their
own self-interest if the situation violates other
notions they have about fairness and justice.
Careful attention should be paid to achieve
a fair process and fair outcomes in making
changes to company structures, processes,
systems and incentives.

D) CAPABILITY BUILDING

#8: Employees are what they think. Behaviors
drive performance. Mindsets (the thoughts,
feelings and beliefs held by employees) drive
behaviors. Capability building should focus on
technical skills as well as shifting underlying
mindsets that enable the technical skills to be
used to their fullest.

#9: Good intentions aren’t enough. Even
with good intentions, it is unlikely employees
will apply new skills and mindsets unless the
barriers to practice are lowered. The odds
can be improved by using “field and forum”
approaches linked to trainees’ day-to-day
accountabilities  reinforced by quantifiable,
outcome-based hurdles along the way.

Show me the money!

Where we have tested these inconvenient truths
in practice versus more rational, conventional
approaches to influencing behavior we
have found they achieve significant positive
results. For example, in 18-month longitudinal
studies using control and experimental group
methodologies we achieved a 19 percent lift
in profit per banker versus 8 percent and a
65 percent reduction in call center customer
churn versus 35 percent with conventional
approaches alone.
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Conventional change management approaches have done little to change the fact that most
change programs fail. The odds can be greatly improved by a number of counterintuitive
insights that take into account the irrational but predictable nature of how employees

interpret their environment and choose to act.

The Inconvenient Truth
About Change Management

Why it isn’t working and what to do about it

In 1995, John Kotter published what many
consider to be the seminal work in the field of
change management, Leading Change: Why
Transformation Efforts Fail. Kotter’s “call to action”
cited research that suggested only 30 percent of
change programs are successful.! His work then
goes on to answer the question posed in its title
and to prescribe what it takes to improve this
success rate.

Kotter is perhaps the most famous purveyor
of change management wisdom, but in fact
he is one of many who have a point of view
regarding how managers and companies can best
manage change. In the last two decades, literally
thousands of books and journal articles have
been published on the topic. Today, there are
more than 1,800 books available on Amazon.com
under the category of “Organizational Change.”
The field has developed to the extent that courses
dedicated specifically to managing change are
now part of the curriculum in many major MBA
programs. *

With so much research done and information
available on managing change, it stands to reason
that change programs today should be more
successful than those of more than a decade ago,
right?

The facts suggest otherwise. McKinsey &
Company recently surveyed 1,546 business
executives from around the world, asking them if
they consider their change programs “completely/
mostly” successful: only 30 percent agreed.*
Further investigation into a number of similar
studies over the last 10 years reveals remarkably
similar results.” The field of change management,
it would seem, hasn’t really changed a thing.

This failure to live up to its promise is why
many senior executives today recoil at the mere
mention of the words ‘change management’.
Memories come flooding back of significant time
and effort invested in “the soft stuff” that, in the
end, yielded little tangible value.

The focus of McKinsey’s applied research over
the last four years has been to understand why
change management efforts consistently fail to
have the desired impact and, most importantly,
what to do about it. At this point in our
research we don’t claim to have all the answers.
We have, however, developed and tested a set of
perspectives in real-life application that senior
managers have found genuinely insightful and
that have consistently delivered business results
far beyond expectations.
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SUCCESSFUL CHANGE
REQUIRES UNCOMMON SENSE

Digging deeper into why change programs fail
reveals that the vast majority stumble on precisely
the thing they are trying to transform: employee
attitudes and management behavior (versus
other possible sources such inadequate budget,
poorly deployed resources and poor change
architecture).®

Literally thousands of prescriptions are
put forward in various change management
publications regarding how to influence employee
attitudes and management behavior. However,
the vast majority of the thinking is remarkably
similar. Colin Price and Emily Lawson provided
a holistic perspective in their 2003 article, The
Psychology of Change Management, that suggests
that four basic conditions have to be met before
employees will change their behavior:’

A. A compelling story: They must see the
point of the change and agree with it, at least
enough to give it a try

B. Role modeling: They must also see
colleagues they admire modeling the desired
behavior

C. Reinforcement  systems:  Surrounding
structures, systems, processes and incentives
must be in tune with the new behavior

D. The skills required for change: They need
to have the skills to do what is required of
them.

This prescription is well grounded in the field
of psychology and is entirely rational. Putting
all four of these conditions in place as a part of
a dynamic process greatly improves the chances
of bringing about lasting changes in the mindsets
and behaviors of people in an organization—and
thus achieves sustained improvements in business
performance.

One of the merits of the approach above is its
intuitive appeal, so much so that many managers
feel that, once revealed, it is simply good common
sense. And this, we believe, is precisely where
things fall apart. The prescription is right, but
rational managers who attempt to put the four
conditions in place by applying their “common
sense” intuition typically misdirect time and
energy, create messages that miss the mark, and

experience frustrating unintended consequences
from their efforts to influence change.

Why? In implementing the prescription, they
disregard a scientific truth of human nature:
people are irrational in many predictable ways.
The scientific study of human irrationality has
shown that many of our instincts related to
understanding and influencing our own and
others’ motivations push us towards failure
instead of success. We systematically fall victim to
subconscious thought processes that significantly
influence our behavior, even though our rational
minds tell us they shouldn’t. How many of us
drive around looking for a close parking place
to “save time” for longer than it would have taken
to walk from the available parking spaces? How
about falling into the trap of spending $3,000
to upgrade to leather seats when we buy a new
$25,000 car, but finding it difficult to spend the
same amount on a new leather sofa (even though
we know we will spend more time on the sofa
than in the car)? Are you willing to take a pencil
home from work for your children to use, but
are not willing to raid the company’s petty cash
box for the money to buy a pencil for the same
purpose? These examples point to how all of us
are susceptible to irrationality when it comes to
decision making. 8

The scientific study of human
irrationality has shown that
many of our instincts related to
understanding and influencing
our own and others’ motivations
push us towards failure instead
of success.

In the same way that the field of economics has
been transformed by an improved understanding
of how uniquely human social, cognitive and
emotional biases lead to seemingly irrational
decisions,” so too the practice of change
management is in need of a transformation
through an improved understanding of the
irrational (often unconscious) way in which
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humans interpret their environment and choose
to act.

In what follows we will describe a number
of counterintuitive insights regarding human
irrationality and implications for putting the four
conditions for behavior change into place. We
will also offer practical—if inconvenient—advice
(as it calls for investing time and effort in areas
that your rational mind will tell you shouldn’t
matter as much as they do) on how to improve the
odds of leading successful change. We illustrate
these approaches through concrete examples of
how various companies have, either by conscious
awareness, intuition, or simple luck, leveraged
predictable employee irrationality to great effect
in making change happen.

Dealing with the human side of change is
not easy. As Nobel Laureate Murray Gell-Mann
once said, “Think how hard physics would be if
particles could think.” All told, we don’t expect
our advice to make your life as a change leader
any easier. We are convinced, however, it will
have more impact.

A.THE INCONVENIENT
TRUTH ABOUT CREATING A
COMPELLING STORY

Change management thinking extols the
virtues of creating a compelling change story,
communicating it to employees and following it up
with ongoing communications and involvement.
This prescription makes sense, but in practice
three inconvenient truths often get in the way of
this approach achieving the desired impact.

Inconvenient Truth #1: What motivates you
doesn’t motivate (most of) your employees
We see two types of change stories consistently
told in organizations. The first is the “good to
great” story along the lines of “Our historical
advantage has been eroded by intense competition
and changing customer needs; if we change, we
can regain our leadership position once again,
becoming the undisputed industry leader for the
foreseeable future and leaving the competition
in the dust.” The second is the turnaround story
along the lines of, “Were performing below
industry standard and must change dramatically
to survive; incremental change is not sufficient—
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investors will not continue to put money into
an underperforming company. We are capable
of far more based on our assets, market position,
size, skills and loyal staff. We can become a top-
quartile performer in our industry by exploiting
our current assets and earning the right to grow.”

These stories both seem rational, yet they too
often fail to have the impact that change leaders
desire. Research by a number of leading thinkers
in the social sciences, such as Danah Zohar, Chris
Cowen, Don Beck and Richard Barrett, has shown
that stories of this nature will create significant
energy for change in only about 20 percent of your
workforce."” Why? The stories above all center on
the company—beating the competition, industry
leadership, share price targets, etc.—when in fact
research shows that there are at least four other
sources of meaning and motivation that can be
tapped into to create energy for change. These
include impact on society (e.g., making a better
society, building the community, stewarding
resources), impact on the customer (e.g., making
it easier, superior service, better quality product),
impact on the working team (e.g., sense of
belonging, caring environment, working together
efficiently and effectively), and impact on “me”
personally (my development, paycheck/bonus,
empowerment to act).

What the leader cares about (and
typically bases at least 80 percent
of his or her message to others
on) does not tap into roughly
80 percent of the workforce’s
primary motivators for putting
extra energy into the change
program.

The inconvenient truth about this research
is that in surveys of hundreds of thousands of
employees to discover which of these five (society,
customer, company/shareholder, working team,
“me” personally) sources of meaning most
motivates them, the result is a consistently even
20 percent split across all dimensions. Regardless
of level (senior management to the frontline),

industry (healthcare to manufacturing), or
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geography (developed or developing economies),
the results do not significantly differ.

This finding has profound implications
for leaders. What the leader cares about (and
typically bases at least 80 percent of his or her
message to others on) does not tap into roughly
80 percent of the workforce’s primary motivators
for putting extra energy into the change program.
Those people leading change should be able
to tell “five stories at once” and in doing so
unleash tremendous amounts of organizational
energy that would otherwise remain latent in the
organization.

By way of practical example, consider a
cost-reduction program at a large U.S. financial
services company. The program was embarked
on with a rational change story that “ticked all
the boxes” of conventional change management
wisdom. Three months into the program,
management was frustrated with the employee
resistance inhibiting impact. The team worked
together to re-cast the “story” around the cost
program to include an element related to society
(to deliver “affordable housing”™ we must be
most affordable in our services), customers
(increased simplicity, flexibility, fewer errors,
more competitive prices), the company (expenses
are growing faster than revenues, which is not
sustainable), working teams (less duplication,
more delegation, increased accountability, faster
pace), and individuals (bigger, more attractive
jobs created: a great opportunity to “make your
own” institution).

This relatively simple shift in approach lifted
employee motivation measures from 35.4 percent
to 57.1 percent in a month, and the program went
on to achieve 10 percent efficiency improvements
in the first year—a run rate far above initial
expectations.

Inconvenient Truth #2: You're better off
letting them write their own story

Well-intentioned leaders invest significant
time in communicating their change story.
Roadshows, town halls, magazines, screen-savers
and websites are but a few of the many approaches
typically used to tell the story. Certainly the story
(told in five ways!) needs to get out there, but the
inconvenient truth is that much of the energy
invested in communicating it would be better
spent listening, not telling.

In a famous experiment, researchers ran a
lottery with a twist. Half the participants were
randomly assigned a lottery ticket. The remaining
half were given a blank piece of paper and a pen
and asked to write down any number they would
like as their lottery number. Just before drawing
the winning number, the researchers offered
to buy back the tickets from their holders. The
question researchers wanted to answer is, “How
much more do you have to pay someone who
‘wrote their own number’ versus someone who
was handed a number randomly?” The rational
answer would be that there is no difference (given
alottery is pure chance and therefore every ticket
number, chosen or assigned, should have the
same value). A more savvy answer would be that
you would have to pay less (given the possibility
of duplicate numbers in the population who write
their own number). The real answer? No matter
what geography or demographic the experiment
has taken place in, researchers have always found
that they have to pay at least five times more to
those who wrote their own number."

This result reveals an inconvenient truth about
human nature: When we choose for ourselves, we
are far more committed to the outcome (almost by
a factor of five to one). Conventional approaches
to change management underestimate this impact.
The rational thinker sees it as a waste of time to
let others self-discover what he or she already
knows—why not just tell them and be done with
it? Unfortunately this approach steals from others
the energy needed to drive change that comes
through a sense of ownership of “the answer”.

When we choose for ourselves,
we are far more committed to
the outcome (almost by a factor
of five to one).

Consider another practical example in Barclays’
Personal Financial Services CEO, David Roberts,
who employed a fairly literal interpretation of the
above finding. He wrote his change story in full
prose, in a way that he found meaningful. He then
shared it with his team, getting feedback on what
resonated and what needed further clarification.
He then asked each of his team members to “write
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their own lottery ticket” what was the change
story for them, in their business, that supports the
bigger PFS-wide change story? His team members
wrote their change story, again in full prose, and
shared it with their teams. Their teams gave
feedback and then wrote their own story for their
area/department, and so the process continued
all the way to the frontline. It took twice as long
as the traditional roadshow approach, but for a
five-times return on commitment to the program,
it was the right investment to make."

Sam Palmisano, current CEO of IBM, in
spearheading a change effort to move IBM
towards a values-based management system,
enabled thousands of employees to “write their
own lottery ticket” regarding IBM’s values.
During a three-day, online discussion forum
(dubbed ValuesJam), over 50,000 employees were
empowered literally to rewrite IBM’s century-old
values.”

Other applications need not be so literal. At
a global consumer goods company the CEO
brought together his top 300 for three two-day
“real work” sessions over three months where they
created the story together. Again, this invested
significant time, but having the top 300 five-times
committed to the way forward was considered
well worth the investment. At BP, to develop a
comprehensive training program for frontline
leaders, a decision was made to involve every
key constituency in the design of the program,
giving them a sense of “writing their own lottery
ticket.” It took a year and a half to complete the
design using this model, but was well worth
it. Now in implementation, the program is the
highest rated of its kind in BP. It involves more
than 250 active senior managers from across the
businesses willingly teaching the course, and,
most importantly, has resulted in managers who
have been through the training program being
consistently ranked higher in performance than
those who haven’t, both by their bosses and by the
employees who report to them."

At a minimum, we advocate that leaders
leverage the “lottery ticket” insight by augmenting
their telling of the story with asking about the story.
Consider David Farr, CEO of Emerson Electric,
who is noted for asking four questions related
to his company’s story of virtually everyone he
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encounters in the organization: 1) how do you
make a difference? (testing for alignment on the
company’s direction); 2) what improvement idea
are you working on? (emphasizing continuous
improvement); 3) when did you last get coaching
from your boss? (emphasizing the importance of
people development); and 4) who is the enemy?
(emphasizing the importance of “One Emerson”/
no silos, i.e., he wanted to emphasize the “right”
answer was the competition and not some other
department!).

On a final note, many executives are
surprised not only by the ownership and drive
for implementation that comes from high-
involvement approaches, but also by the improved
quality of the answers that emerge. As one CEO
told us, “I was surprised how people stepped
up during the direction-setting process — I was
worried about everything getting ‘dumbed down,
but in the end we got a better answer because of
the broad involvement.”

Inconvenient Truth #3: It takes
both “+”and “~"to create real energy

In 210 B.C,, a Chinese commander named
Xiang Yu led his troops across the Yangtze River
to attack the army of the Qin (Ch’in) dynasty.
Camped for the night on the banks of the river,
his troops awakened to find their ships on fire.
They rushed to the boats ready to take on their
attackers, only to find that it was Xiang Yu
himself who had set their ships ablaze. Not only
that, but he had also ordered all the cooking pots
crushed. Xiang Yu’s logic was that without the
pots and the ships, they had no other choice but
to fight their way to victory or die trying. In doing
so he created tremendous focus in his troops, who
battled ferociously against the enemy and won
nine consecutive battles, obliterating the main-
force units of the Qin dynasty.

The above story is perhaps the ultimate
example of creating a “burning platform” to
motivate action—a message that says “We've
got a problem, we have to change!” This model
is often referred to as a deficit-based approach
to change. It identifies the problem (what is the
need?), analyzes causes (what is wrong here?)
and possible solutions (how can we fix it?), and
then plans and takes actions (problem solved!).
Advocates of this approach point out that its
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linear logic and approach to dissecting things
to understand them is at the heart of all the
scientific progress made by Western civilization.
They also cite examples like that of Xiang Yu,
where it has a profound effect. Given the case
for the deficit-based approach, it has become the
model predominantly taught in business schools
and is presumably the default change model
in most organizations. At success rates of 30%,
however, the vast majority of change leaders are
not enjoying the same success as Xiang Yu did.
Why is this?

Research has shown that a relentless focus on
“what’s wrong” is not sustainable, invokes blame
and creates fatigue and resistance, doing little
to engage people’s passion and experience, and
highlight their success. This has led to the rise of
what many refer to as the constructionist-based
approach to change. In this approach the change
process is based on discovery (discovering the
best of what is), dreaming (imagining what might
be), designing (talking about what should be) and
destiny (creating what will be)."®

Consider a study done at the University
of Wisconsin where two bowling teams were
recorded on video over a number of games.
Each team received a video to study. One team’s
video showed only those occasions when it
made mistakes. The other’s showed only those
occasions when it performed well. The team
that studied its successes improved its score
twice as much as the other team. The conclusion
is that choosing the positive as the focus of
inquiry and storytelling is the best answer for
creating change.'® Whereas the deficit-based
change approach is well suited for technical
systems, research into the constructionist-based
approach shows that in human systems a focus
on “what’s right” can achieve improved results.
So should enlightened change leaders shift their
focus exclusively to capturing opportunities and
building on strengths instead of identifying and
solving problems? We think not.

Humans are more risk averse when choosing
among options framed as “gains” than when
they choose among those framed as “losses.”
For example, what would you do if given the
choice between a sure gain of $100 and a 50
percent chance of gaining $200? Social science
experiments show that most individuals are risk

averse and take the gain. What would you do if
given the choice between a sure loss of $100 or a
50 percent chance of losing $200? If you are like
most individuals, you are risk seeking in this case
and choose a 50 percent chance of losing $200.”
A single-minded focus on “what’s possible,” with
its bias towards more conservative choices, flies in
the face of achieving radical change. The reason
for this is that, as humans, we inherently dislike
losses more than we like gains.”®

The inconvenient truth is that both the deficit-
based and constructionist approaches to change
have their merits and limitations. It is clear that a
single-minded focus on today’s problems creates
more fatigue and resistance than envisioning a
positive future. But it is also clear that when it
comes to behavioral change some anxiety is good,
and that an over-emphasis on the positive can
lead to watered-down aspirations and impact.

It is clear that a single-minded
focus on today’s problems
creates fatigue and resistance...
But it is also clear that when it
comes to behavioral change
some anxiety is good.

We believe the field of change management has
drawn an artificial divide between deficit-based
and constructionist-based approaches. The best
answer is an “and” answer. While it is impossible
to prescribe generally how the divide should be
split between positive and negative messages, as
this will be specific to the context of any given
change program, we strongly advise managers not
to “swing the pendulum” too far in one direction
or another. Consider Jack Welch at GE, who
took questions of “what’s wrong here?” (poor-
performing businesses, impending bankruptcy,
silo-driven behaviors, bureaucracy, etc.) head on,
as well as “imagining what might be” (number
one or two in every business, a “boundaryless”
culture of quality, openness, accountability, etc.).

Revisiting the University of Wisconsin
bowling team experiment mentioned above, we
suspect that a team that studied its successes and
mistakes would outperform teams that studied
only either/or.
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B. THE INCONVENIENT TRUTH
ABOUT ROLE MODELING

Conventional change management suggests
leaders should take actions that role model the
desired change and mobilize a group of influence
leaders to drive change deep into the organization.
Unfortunately, this prescription rarely delivers
the desired impact because it neglects two more
inconvenient truths about change management.

Inconvenient Truth #4: Your leaders believe
they already “are the change”

Most senior executives understand and
generally buy into Ghandi’s famous aphorism,
“Be the change you want to see in the world.”
They, often prompted by HR professionals
or consultants, commit themselves to “being
the change” by personally role modeling the
desired behaviors. And then, in practice, nothing
significant changes.

The reason for this is that most executives
don’t see themselves as “part of the problem,” and
therefore deep down do not believe that it is they
who need to change, even though in principle
they agree that leaders must role model the
desired changes. Take for example a team that
reports that, as a group and as an organization,
they are low in trust, not customer-focused and
bureaucratic. How many executives when asked
privately will say “no” to the questions, “Do you
consider yourself to be trustworthy?” and “Are
you customer focused?” and “yes” to the question
“Are you a bureaucrat?” Of course, none.

The fact is that most well-intentioned and
hard-working people believe they are doing the
right thing, or they wouldn’t be doing it. However,
most people also have an unwarranted optimism
in relation to their own behavior. Consider that
94 percent of men rank themselves in the top
half of male athletic ability. Of course this is
irrational, as mathematically exactly 50 percent
of males are in the top half of male athletic ability.
This isn’t only true for males and athletics—far
more than 50 percent of people rank themselves
in the top half of driving ability, although it is a
statistical impossibility. When couples are asked
to estimate their contribution to household work,
the combined total routinely exceeds 100 percent.
In many behavior-related areas, human beings
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consistently think they are better than they
are—a phenomenon referred to in psychology
as a “self-serving bias.
change management approaches surmise that top
team role modeling is a matter of will (“wanting
to change”) or skill (“knowing how to change”),
the inconvenient truth is that the real bottleneck
to role modeling is knowing “what” to change at
a personal level.

»]

® Whereas conventional

The fact is that most well-
intentioned and hard-working
people believe they are doing
the right thing, or they wouldn’t
be doing it. However, most
people also have an unwarranted
optimism in relation to their own
behavior.

Typically, insight into “what” to change can
be created by concrete 360-degree feedback
techniques, either via surveys, conversations
or both. This 360-degree feedback should not
be against generic HR leadership competency
models, but instead against the specific behaviors
related to the desired changes that will drive
business performance. This style of feedback can
be augmented by fact gathering such as third-
party observation of senior executives going about
their day-to-day work (e.g., “You say you are not
bureaucratic, but every meeting you are in creates
three additional meetings and no decisions are
made”) and calendar analyses (e.g., “You say you
are customer focused but have spent 5 percent of
your time reviewing customer-related data and no
time meeting with customers or customer-facing
employees”).

Consider Amgen CEO Kevin Sharer’sapproach
of asking each of his top 75, “What should I do
differently?” and sharing his development needs
and commitment publicly with them.?® Consider
the top team of a national insurance company
who routinely employed what they called the
“circle of fire” during their change program: Every
participant receives feedback live in the room,
directly from their colleagues on “What makes
you great?” in relation to “being the change” and



96

“What makes you small?” Consider the leadership

coalition (top 25) of a multi-regional bank who,
after each major event in their change program,
conducted a short, targeted 360-degree feedback
survey regarding how well their behaviors role
modeled the desired behaviors during the event,
ensuring that feedback was timely, relevant and
practical.

While seemingly inconvenient, these types of
techniques help break through the “self-serving
bias” that inhibits well-meaning leaders from
making a profound difference through their
actions to the ultimate impact of the change
program.

Note that some readers may be thinking, “But
surely there are a few people who are fully role
modeling the desired behaviors—what does this
mean for them?” If the purpose of senior executive
role modeling is to exhibit the behaviors required
that ensure the success and sustainability of the
change program (e.g., collaboration, agility in
decision making, empowerment), then the answer
is “keep up the good work!” If the answer, however,
is expanded to include role modeling the process
of personal behavioral change itself, there is more
to do. Recall that Gandhi also said famously, “For
things to change, first I must change.”

We often cite Tiger Woods’ reaction to his
astonishing, 18-below-par victory in the Masters
tournament in 1997: he chose to rebuild his
swing. As he practiced many of its 270 elements,
he endured a period of awkward performance.
The press deemed him a one-Masters wonder.
Four years later, he won the world’s four major
golf tournaments in one year, an unprecedented
accomplishment. At one point, Woods’ lead over
the second-ranked player was larger than the
gap between No. 2 and No. 100.*' The lesson is
clear: continued success requires critical self-
examination and growth. Few senior executives
would suggest they are less in need of personal
learning than Tiger Woods.

Inconvenient Truth #5: Influence leaders
aren't that influential

Almostallchange managementliteratureplaces
importance on mobilizing a set of “influence
leaders” to help drive the change. Typically

guidance is given to find and mobilize those in
the organization who either by role or personality
(or both) have disproportionate influence over
how others think and behave. We believe this is
sound and timeless advice - indeed having a cadre
of well-regarded people proactively role modeling
and communicating the change program is a “no
regrets” move. However, since Malcom Gladwell
popularized his “law of the few” in his best-selling
book, The Tipping Point, we have observed that
the role of influence leaders has moved from being
perceived as a helpful element of a broader set of
interventions to a panacea for making change
happen (likely an unintended consequence of
Gladwell’s work which itself was directed towards
marketers versus change leaders).

Influence leaders are no more

likely to start a social “contagion”
than the rank and file... success

depends less on how persuasive

the “early adopter” is, and more

on how receptive the “society” is

to the idea.

Gladwell’s “law of the few” suggests that rare,
highly connected people shape the world. He
defined three types of influence leaders that are
among this select group: Mavens—discerning
individuals who accumulate knowledge and
share advice; Connectors—those who know lots
of people; and Salespeople—those who have the
natural ability to influence and persuade others.
Gladwell famously illustrates his point with the
example of Hush Puppies. The footwear brand was
dying by late 1994—until a few New York hipsters
began wearing their shoes. Other fashionistas
followed suit, whereupon the cool kids copied
them, the less-cool kids copied them, and so
on, until voilal Within two years, sales of Hush
Puppies had exploded by 5,000 percent, without a
penny spent on advertising.”? Compelling stories
such as this have been interpreted by many change
leaders as evidence that the lion’s share of their
role should focus on getting the influence leader
equation right and - voila! - all else will follow.
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Duncan Watts, a network-theory scientist
working for Yahoo!, has conducted a number of
experiments that help explain why “influence
leaders” are not the panacea the above example
implies. In the context of the Hush Puppies story,
he essentially posed the more expansive question,
“Given East Village hipsters were wearing lots of
cool things in the fall of 1994, why did only Hush
Puppies take off? Why didn’t their other clothing
choices reach a tipping point too?” His research
shows that influence leaders are no more likely
to start a social “contagion” than the rank and
file. He concludes that success depends less on
how persuasive the “early adopter” is, and more
on how receptive the “society” is to the idea. To
start a social epidemic is less a matter of finding
the mavens, connectors, and salespeople to do the
infecting and more a matter of developing the
“virus” that society is a fertile spreading ground for.
Watts suggests a better metaphor than a virus—a
forest fire—for the way social influence really
works. There are thousands of forest fires a year,
but only a few become roaring monsters. Why?
Because in those rare situations the landscape is
ripe: sparse rain, dry woods, badly equipped fire
departments. In these situations, no one will go
around talking about the exceptional properties
of the random smoker who unwittingly tossed a
smoldering cigarette butt into a patch of parched
grass in the middle of a forest during a drought.”

The inconvenient truth is that it is not enough
to invest in a few rather than in many as a
way of catalyzing desired changes, no matter
how appealing the idea is. We warn against
overestimating the impact a group of influence
leaders can have and, in turn, overinvesting in
them in a world of scarce resource (time, money,
people). We advocate that change leader attention
should be balanced across all four conditions
for change — a compelling story, role modeling,
reinforcement systems, and the skills required
for change - to ensure they are reinforcing
in ways that maximize the probability of the
change “spark” taking off like wildfire across the
organization.
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C.THE INCONVENIENT
TRUTH ABOUT REINFORCING
MECHANISMS

Conventional change management emphasizes
the importance of reinforcing and embedding
desired changes in structures, processes, systems,
target setting and incentives. If you want
collaboration, create cross-functional teams. If
you want customer focus, make sure your systems
give you a full picture of the customer relationship.
If you want just about any behavior, make people’s
paycheck dependent on it, and so the logic
goes. Again, these are all perfectly rational until
confronted with two inconvenient truths.

Inconvenient Truth #6: Money is the most
expensive way to motivate people

Upton Sinclair once wrote, “It is difficult to
get a man to understand something if his salary
depends upon him not understanding it.”** If
a change program’s objectives are not linked
somehow to employee compensation, this sends
a strong message that the change program is not
a priority, and motivation for change is adversely
affected. The flip-side, however, is not true.
When change program objectives are linked to
compensation, motivation for change is rarely
meaningfully enhanced. The reason for this is as
practical as it is psychological in nature.

Consider the change manager who is working
to link the change program with compensation.
He or she is faced with existing executives” annual
compensation plan that is typically comprised of
three elements: a portion dependent on how the
corporation does (typically an earnings or return-
on-capital number for the whole company), a
portion dependent on how the leader’s specific
business or function does, and a portion
dependent on individual goals, often related to
operations or people.

The change manager dutifully
builds change-program impact into earnings

rational

forecasts and business unit/functional financial
operating plans. Come review time, however, he/
she realizes that with the myriad of controllable
and uncontrollable variables that influence the
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financial outcomes, the link to specific change
program implementation becomes weak at best.
Operational (non-financial) impact from change
program implementation creates a stronger link
to outcomes and individual efforts. Unfortunately,
however, the weighting of non-financial outcomes
from the change program in the context of the vast
array of other metricsalso “linked” torewards (e.g.,
compliance, safety, social responsibility, diversity,
talent development, leadership competencies)
renders any link to compensation hardly relevant.

The reality is that in the vast majority
of companies it is exceedingly difficult to
meaningfully link a change
individual compensation. So why not just change
the compensation approach? This is of course an
option, but easier said than done and certainly
not without risk and potential unintended

program to

consequences when considering that change
must happen in real time—the organization must
continue to carry out its day-to-day tasks and
functions while at the same time fundamentally
rethinking them. The good news is that there
are easier, relatively inexpensive ways to use
incentives to motivate employees for change.

In one study, researchers gave people a tiny
gift and measured the increase in satisfaction
with their lives. Specifically half of a group of
people who used a photocopier found a dime
in the coin return. How much did the gift
increase their satisfaction with their lives? When
asked about how satisfied they were with their
lives, those with the dime were 6.5 on a 7 scale
whereas those without were only 5.6.% Why such
a lift in satisfaction for such little reward? For
human beings it holds that satisfaction equals
perception minus expectation (an equation
often accompanied by the commentary, “reality
has nothing to do with it”). The beauty of this
equation for change managers is that small,
unexpected rewards can have disproportionate
effects on employees’ “satisfaction” with a change
program.

Gordon M. Bethune, while turning around
Continental Airlines, sent an unexpected $65
check to every employee when Continental made
it to the top 5 for on-time airlines. John McFarlane
of ANZ Bank sent a bottle of champagne to every
employee for Christmas with a card thanking
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them for their work on the company’s “Perform,
Grow and Breakout” change program. The CEO
of a large multi-regional bank sent out personal
thank-you notes to all employees working directly
on the company’s change program to mark its
first-year anniversary. Most change managers
would refer to these as merely token gestures and
argue that their impact is limited and short-lived.
Employees on the receiving end beg to differ.
Recipients of these “dime in the photocopier”
equivalents consistently report back that the
rewards have a disproportionately positive impact
on change motivation that lasts for months, if not
years.

For human beings it holds that
satisfaction equals perception
minus expectation - small,
unexpected rewards can have
disproportionate effects.

The reason these small, unexpected rewards
have such impact is because employees perceive
them as a “social exchange” with the company
versus a “market exchange.” To understand the
difference, consider the following: Assume you are
at your mother-in-law’s house for Thanksgiving
dinner. She has spent weeks planning the meal
and all day cooking. After the meal you thank
her and ask her how much you should pay for the
experience. What would her reaction be? Most
people report that their mother-in-law would be
horrified and the relationship damaged as a result.
Why? The offer of money takes the interaction
from a social norm, built around a reciprocal,
long-term relationship, to a market norm that
is more transactional and shallow. Back to your
mother-in-law, would she have accepted a nice
bottle of wine for the table as a gift from you?
Likely yes, as small, unexpected gifts indicate
social norms are at play. 2

Consider the study of a daycare center where
a $3 fine was imposed for parents picking up
their children late. When the fine went into place,
incidents of late pickups went through the roof.
Why? Before the fine was imposed, the daycare
staff and the parents had a social contract—for the
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parents, feeling guilty about being late compelled
them to be more prompt in picking up their
kids. Once the fine was imposed, the daycare
center had inadvertently replaced social norms
with market norms. Free from feelings of guilt,
parents frequently chose to be late and pay the fee
(certainly not what the center had intended!)*”
When it comes to change, social norms
are not only cheaper than market norms, but
often more effective as well. By way of example,
consider the AARP (American Association of
Retired Persons) which asked some lawyers if
they would offer less expensive services to needy
retirees, at something like $30 an hour. The
lawyers said no. Then the program manager
from AARP had the idea to ask the lawyers if
they would offer free services for needy retirees.
Overwhelmingly, the lawyers said yes. When
compensation was mentioned the lawyers applied
market norms and found the offer lacking. When
no compensation was mentioned they used social
norms and were willing to volunteer their time.*®

Inconvenient Truth #7: A fair process is as
important as a fair outcome

Consider a bank which, as part of a major
change program, diagnosed that its pricing did
not appropriately reflect the credit risk that the
institution was taking on. New risk-adjusted rate
of return (or RAROC-based) models were created,
and the resulting new pricing schedules delivered
to the frontline. At the same time, sales incentives
were adjusted to reward customer profitability
versus volume. The result? Customer attrition
(not only of the unprofitable ones) and price
over-rides went through the roof and, ultimately,
significant value was destroyed by the effort. The
rational change manager scratches his or her head
in confusion wondering, “What went wrong?”

“Ultimatum games” offer a compelling example
of the inconvenient truth at play here. Give a
stranger $10. Tell them they must split the money
with another stranger however they wish. If the
person accepts the offer, the money is split. If they
reject the offer, no one gets any money. Studies
show that if the offer is a $7.50/$2.50 split, more
than 95 percent will reject it, preferring to go
home with nothing than to see someone “unfairly”
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receive three times as much as they do.”” You may
be thinking to yourself that with a total pie of $10
to share, unequal allocations are rejected only
because the absolute amount of the offer is low.
Seemingly irrationally, however, the “ultimatum
game” findings are the same even when the
absolute amount of the offer is equivalent to two
weeks of wages.*

Employees will go against
their own self-interest (read:
incentives) if the situation

violates other notions they have
about the way the world should
work, in particular, in relation to
fairness and justice.

The inconvenient truth is that employees will
go against their own self-interest (read: incentives)
if the situation violates other notions they have
about the way the world should work, in particular,
in relation to fairness and justice. In the case of
the banking price-rise example described above,
whether right or wrong, the frontline view of the
pricing and incentive changes was that they were
unfair to the customer, a symbol of increasingly
greedy executives losing sight of customer service.
Even though it meant they were less likely to
achieve their individual sales goals, a significant
number of bankers vocally bad-mouthed the
bank’s policies to customers, putting themselves
on the customer’s side, rather than the bank’s.
Where possible, price over-rides were then used
to show good faith to customers and inflict
retribution on the “greedy” executives.

In making any changes to company structures,
processes, and change
managers should pay an unreasonable amount

systems incentives,
of attention to employees’ sense of the fairness
of the change process as well as the outcome.
Particular care should be taken where changes
effect how employees interact with one another
(headcount reductions, changes to processes such
as talent management, annual planning, etc.)
and with customers (sales stimulation programs,
call center re-designs, pricing, etc.). Ironically,
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in the pricing example described above, the
outcome is inherently fair (customers are asked
to pay commensurate to the risk the bank is
taking on), and therefore the downward spiral
described could have been avoided (and has been
by other banks adopting RAROC-based pricing)
by carefully tending to employees’ perceptions
of fairness in the communications and training
surrounding the changes.

D. THE INCONVENIENT TRUTH
ABOUT CAPABILITY BUILDING

Conventional change management emphasizes
the importance of building the skills and talent
needed for the desired change to be successful
and sustainable. Though hard to argue with, in
practice there are two more inconvenient truths
that demand attention if one is to successfully
build the needed capabilities.

Inconvenient Truth #8: Employees are what
they think

Many managers believe in their heart of
hearts that the “soft stuff”—employees’ thoughts,
feelings and beliefs—has no place in workplace
dialog. “All that matters is that they behave in
the ways I need them to; it doesn’t matter why,”
they will say. While rational—behaviors drive
performance after all—this view misses the
point that it is employees’ thoughts, feelings and
beliefs that drive their behaviors. Ignoring the
underlying mindsets of employees during change
is to address symptoms rather than root causes.

Consider an analogy from
management. When a motor burns out on a
machine on the shop floor it is replaced, right?
Effective managers will only replace the engine
once the root causes are known: “Why did the
motor burn out?” Because it overheated. “Why
did it overheat?” Because it was insufficiently
ventilated. “Why was it insufficiently ventilated?”
Because the machine is too close to the wall. The
operator then moves the machine away from the

operations

wall and replaces the motor. Not doing so would
mean the fix would be short-lived (the new motor
would have quickly burned out too, due to the lack

of ventilation). A far better solution is achieved by
addressing the root cause.

this change
management. Consider a bank that through a
benchmarking exercise found that its sales per
banker were lagging the competition. “Why are
sales per banker lower?” the rational manager

Let’s see how applies to

asks. Analysis shows bankers are not spending
enough time with customers. “Why aren’t they
spending more time with customers?” Because
a significant amount of their time is spent
completing paperwork. With this diagnosis the
bank set about reengineering the loan-origination
process to minimize paperwork and maximize
customer-facing time. Not only that, bankers are
provided with new sales scripts and easier-to-use
tools so that they’ll know what to do with the
extra time in front of the customer. Training on
the new processes and tools is administered and,
voila, problem solved. Except for the fact that six
months later, the levels of improvement are far
lower than envisioned.

Ignoring the underlying mind-
sets of employees during change
is to address symptoms rather
than root causes.

What went wrong? A further investigation
into “why”, with an eye to the bankers’ mindsets,
provides a much fuller view of the root causes:
Is there anything about how they think and
feel, or what they believe about themselves and
their jobs, that explains why they wouldn’t be
spending more time with customers? Faced
with a stalled improvement program, the bank
in question proceeded down this line of inquiry.
They quickly found that most of the bankers in
question simply found customer interactions
uncomfortable and therefore actually preferred
paperwork to interacting with people (and, in
turn, created reasons not to spend time with
customers). This was driven by a combination
of introvert personalities, poor interpersonal
skills and a feeling of inferiority when dealing
with customers who by and large have more
money and education than they do. Furthermore,
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supervisors (who had mostly been recruited from
the banker ranks) were also insecure with their
selling and interpersonal skills, and therefore
placed more emphasis on managing paper-based
activity, further exacerbating the problem. Finally,
most bankers loathed to think of themselves as
“sales people”—a notion they perceived as better
suited to employees on used-car lots than in bank
branches. Efforts to create “more sales time” flew
directly in the face of their vocational identity.

Armed with these root-cause insights, the
bank’s change program was enhanced to directly
address the mindset challenges as well as the
process and tool barriers. Training for bankers
and supervisors was expanded to include
elements related to personality types, emotional
intelligence and vocational identity (recasting
“sales” as the more noble pursuit of “helping
customers discover and fulfill their unarticulated
needs”). This enhancement not only put the
program back on track within six months, but
also ultimately delivered sustainable sales lifts in
excess of original targets.

Those skeptical of the importance of mindsets
are encouraged to consider the Roger Bannister
story. Until 1954, the four-minute mile was
considered to be beyond human achievement.
Medical journals of the day went so far as to
declare it an impossible “behavior.” In May of that
year, however, Roger Bannister broke this barrier,
running the mile in 3 minutes, 59.4 seconds. What
is perhaps more amazing is that two months later
it was broken again, by Australian John Landy.
And within three years, 16 other runners had also
broken this record. What happened? A sudden
spurt in human evolution? Genetic engineering of
a new super race of runners? Of course not. It was
the same human equipment, but with a different
mindset—one that said “this can be done.”

Bannister emphasizes in his memoirs that
he spent as much time conditioning his mind
as he did conditioning his body. He wrote, “the
mental approach is all important... energy can
be harnessed by the correct attitude of mind.”*
While perhaps inconvenient, when it comes to
building capabilities required for change, we
believe a balance should be struck between
building technical skills and shifting underlying
mindsets (to enable the technical skills to be used
to their fullest).
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Inconvenient Truth #9: Good intentions
aren't enough

It is well documented that after three months
adults retain only 10 percent of what they
have heard in lecture-based training sessions
(e.g.
discussions). When they learn by doing (e.g., role
plays, simulations, case studies), 65 percent of the
learning is retained. And when they practice what
they have learnt in the workplace for a number of
weeks, almost all of the learning can be expected
to be retained.”” Accordingly, effective skill-
building programs are replete with interactive
simulations and role plays to ensure time spent

presentations, videos, demonstrations,

in the training room is most effective. Further,
commitments are made by participants regarding
what they will “practice” back in the workplace
(“My Monday morning takeaway is...”) to embed
the learnings. This is all well and good, except
that come Monday morning, very few keep their
commitments.

Consider a social science experiment at a
Princeton theological seminary. Students were
asked a series of questions about their personality
and level of religious commitment and then sent
across campus. Along the way, they met a person
slumped over coughing and groaning and asking
for medical assistance. Did self-proclaimed nice
people help more? Absolutely not. Neither did
religious commitment correlate to who provided
help. The only predictor of the seminarians’
behavior was that half were made to think they
were late for an appointment across campus, while
the others believed they had plenty of time. Sixty-
three percent with spare time helped, as opposed
to just 10 percent of those in a hurry. When short
of time, even those with “religion as a quest” did
not stop to help.*

Given this aspect of human nature, it is
unreasonable to expect that most employees will
genuinely practice new skills and behaviors back
in the workplace if nothing formal has been done
to lower the barriers to doing so. The time and
energy required to do something additional, or
even to do something in a new way, simply don’t
exist in busy executives’ day-to-day schedules.
Ironically, this is particularly the case in the
days following training programs, when most
managers are playing catch-up from their time
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away. This failure to formalize and create the
space for practice back in the workplace dooms
most training programs to deliver returns that
are at best 65 percent of their potential.

We advocate a number of enhancements to
traditional training approaches to “hardwire” day-
to-day practice into capability-building processes.
First, training should not be a one-off event.
Instead, a “field and forum” approach should
be taken, in which classroom training is spread
over a series of learning forums, and fieldwork is
assigned in between. Second, we suggest creating
fieldwork assignments that link directly to the
day jobs of participants, requiring them to put
into practice new mindsets and skills in ways
that are “hardwired” into to the things for which
they are accountable. These assignments should
have quantifiable, outcome-based measures
that indicate levels of competence gained, and
certification that recognizes and rewards the
skills attained.

Failure to formalize and create
the space for practice back in the
workplace dooms most training
programs to deliver returns that
are at best 65 percent of their
potential.

Consider one company’s approach to building
lean manufacturing capabilities. The first forum
offered a core of basic skills and mindsets in
performance Fieldwork then
followed, involving cost, quality and service

improvement.

improvement targets over a three-month period.
Anyone delivering on these targets was awarded
a green-belt certification in lean. The next forum
provided much deeper technical system design
skills and project and team leadership training.
The fieldwork that followed involved participants
redesigning entire areas of the plant floor and
overseeing a portfolio of specific improvement
teams—all aspects of which had quantitative
targets (both in terms of financial results, and
people and project leadership in 360-degree
evaluations). Anyone achieving their fieldwork
targets then became a black belt in lean. The
final forum built more advanced skills in shaping

plant-wide improvement programs in the context
of pressing strategic issues, applying improvement
concepts to more complex operations, and
coaching and mentoring others. Fieldwork again
put these lessons into practice with quantitative
improvement goals attached, resulting in a set of
“master black belts” emerging from the program.

SHOW ME THE MONEY!

So far, we have tested the incremental impact
of applying these inconvenient truths in practice
above and beyond more conventional approaches
to influencing behavior in three longitudinal
studies. Each study has employed control versus
experimental group methodologies (comparing
impact with like customer and employee
demographics, ensuring minimal distortions of
trial over a one-year test period). In each of these
cases, the results have been profound.

In retail banking, for example, applying
conventional change management approaches
in a salesforce stimulation program achieved an
8 percent lift in profit per business banker and 7
percent per retail banker. While respectable, this
was below management aspirations of achieving a
10 percent lift in both areas. Where inconvenient
truths were acted on beyond conventional change
management approaches, however, the program
achieved a 19 percent lift in profit per business
banker and 12 percent per retail banker, far
exceeding management’s expectations.’

Inthe call centers ofalarge telecommunications
company, the results of a customer churn
reduction program applying conventional change
management approaches resulted in 35 percent
churn reduction, falling short of management’s
aspiration of a 50 percent reduction. Acting
on the inconvenient truths, however, delivered
65 percent churn reduction to the delight of
management, employees and customers.
back office which had

implemented lean operations improvements

An insurance

found that performance six months after the
“step change” was stagnant, not fulfilling the
continuous improvement expectations of the
program. Revamping the program to leverage
inconvenient truths, the company has now posted
more than two years of 5 percent improvement
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(above and beyond the step change) in cost, quality
and service, exceeding the 3 percent continuous
improvement target built into the budget.

As mentioned above, we acknowledge
that our research into the impact of applying
approaches based on the inconvenient truths
about change management is still in its
relatively early days by virtue of the fact that
sustainable impact can only be measured over
numbers of years. The longitudinal examples
mentioned above, however, give us confidence
and motivation to broadly share the thinking
above.

David Whyte once wrote, “Work, paradoxically,
does not ask enough of us, yet exhausts the
narrow part of us we bring to the door.” Our
research and experience has led us to believe that
the impact of conventional change management
thinkingisheld back by exactly this paradox. More
activity is undertaken, less energy is tapped into,
and ultimately change impact is disappointing.
By acting on the inconvenient truths discussed
above, Whyte’s paradox is at least in part resolved
by tapping into motivations that are uniquely
human. In doing so, tremendous individual and
organizational energy for change is unleashed.
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A CEO PRIMER

OTHER CEO-SPECIFIC TOPICS WHERE WE ARE HAPPY TO CONNECT YOU WITH
MCKINSEY COLLEAGUES FOR ADVICE

Managing board dynamics

Managing investors

Driving growth and long-term value
Driving growth through M&A & JVs
Integrated performance management
Managing performance and operating rhythm
Managing talent

Building your top team

Creating a high performing organization
Winning the productivity game

Private equity: friend or foe

Driving a step-change in sales performance

Pricing as a competitive advantage
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“The only training
for being a CEOQ,
is being a CEQO.”
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GCEO NETWORK:
THE BOWER FORUM

A McKINSEY LEADERSHIP DEVELOPMENT PROGRAM

The Bower Forum is a unique platform for CEOs to counsel and
learn from fellow chief executives. Led by a highly respected
and experienced CEO with an excellent record of leading a
global organization, a small, exclusive cohort of chief executives
convenes at a workshop to engage with each other, experts, and
McKinsey senior partners. This provides a rare opportunity for
CEOs to share experiences, discuss aspirations and challenges,
debate CEO-specific issues, and reflect on the legacies they
want to build. In addition, personal coaching and “fieldwork”
supported by a dedicated McKinsey senior partner helps the
CEOs to bring the learnings from the workshop back to the office.
Participation in the Bower Forum is by invitation only.

THE BOWER FORUM PARTICIPANTS

Bower Forum was designed for CEOs who aim to build lasting
legacies of outstanding performance and who share a willingness
to exchange ideas in a candid, confidential setting.

The Bower Forum workshop groups are assembled to reflect
similar needs among participants—but deliberately go

beyond industry and geographic boundaries. This ensures the
opportunity to learn from leaders across industries and the
globe—and allows participants to share personal circumstances
without confidentiality risks. Participants can partly co-create
the agenda as they go along and in discussions with their
McKinsey partner in advance of the program.
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Participants are CEOs of global companies and have a direct board relationship.
Depending on which program CEOs are invited to join, they fulfill additional
criteria to ensure best possible prerequisites for an engaging, meaningful
conversation among participants.

THE BOWER FORUM WORKSHOP

Participating CEOs choose one of the proposed workshops as the starting point
of their Bower Forum experience and commit to confidentiality.

The workshop modules are tailored to the needs of the participants and are led
by an experienced CEO/chairperson and functional experts. Topics are specific
to the CEO role and include driving organizational performance and health,
developing strategy, strengthening governance, transforming the top team, and
managing stakeholders. A strong focus is also given to personal topics, such as
ensuring a healthy work-life balance.

With its discussion-based setup and the involvement of a variety of McKinsey
subject-matter experts, the content of the workshops can be adapted to current
topics and events. During the workshop, Bower Forum members will engage in
open, confidential group discussions, personal and group reflection, and close
interaction with their McKinsey coaches.

FIELDWORK AND COUNSELING

Members have the option to work closely with McKinsey senior partners before,
during, and after the workshops to get the most out of the Bower Forum.

In particular, McKinsey senior partners will offer personal support as CEOs
create and implement their plans after the workshop. CEOs and partners will
engage regularly to translate workshop learnings into practice and generate
momentum on key initiatives.

THE BOWER FORUM PROGRAMS

This advanced leadership program gives CEOs a personalized learning environ-
ment characterized by extensive peer counseling and learning led by world-class
faculty of global CEOs/Chairpersons and McKinsey experts.

We offer different Bower Forum programs to address the specific situation and
context of individual leaders.
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Bower Forum—for CEOs

This field-and-forum experience encompasses a two-day
workshop followed by optional field work. It is a unique
platform for CEOs to counsel and learn from fellow chief
executives. Hosted by highly respected and experienced
“lighthouse” CEO(s) /chairperson in partnership with
McKinsey, the Forum gives a small (four to six), exclusive
cohort of CEOs the opportunity to convene and engage with

each other, privately share experiences, discuss aspirations
and challenges, debate CEO-specific issues, and reflect on the
legacies they want to build. Participants can partly co-create
the agenda as they go along while keeping alignment with the
broader frameworks.

Bower Forum—for CEOs of Family-owned
Businesses

CEOQs or chairpersons of family-owned businesses discuss
dynamics, challenges, and opportunities specific to their

situation. Discussions include skills and capabilities required
to address and manage different generations, and to ensure
the right governance.

Bower Forum—for Chairpersons

Four to five chairs of the board will discuss aspirations and
priorities. The program will help chairpersons engage in a
candid dialogue between peers in a private environment and
to discuss aspirations and challenges of managing a board

of directors. The program is complemented by topic specific
breakouts featuring a selection of today’s critical governance
challenges. The agenda will be finalized based on their
specific needs following a discussion prior to the program.

Additionally, the Bower Forum offers deep dive programs for
past Bower Forum participants as well as regional variations
in specific languages (Spanish, Chinese).

THE BOWER FORUM FACULTY

In addition to senior McKinsey director faculty, the forums are hosted by
experienced chairpersons/ex-CEOs. These include Bruno Pfister (Rothschild
Bank), Daniel Vasella (Novartis), lan Davis (Rolls Royce), Klaus Kleinfeld (Alcoa),
Marcel Rohner (UBS), Rolf Dorig (Swiss Life/Adecco) amongst many others.
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EXECUTIVE TRANSITIONS
MASTER CLASS

HOW TO HAVE THE GREATEST IMPACT AS YOU TAKE ON YOUR NEW ROLE

Congratulations! No doubt, being chosen for your new role is a
powerful acknowledgment of all that you have accomplished to
date. It also represents a great opportunity to make a difference
on a bigger stage and leave a legacy that will last far beyond
your tenure.

HOW A MASTER-CLASS IN TRANSITIONS CAN BE
HELPFUL TO YOU

It will come as no surprise to hear that the higher up you go,
the higher the bar for success. Research shows that 40 percent
of newly hired or promoted senior executives are considered

a failure after their first 18 months. This is a particularly
startling fact when one considers that these executives were
promoted because of their continuous track record of moving
up into larger and more demanding roles. What is more, this
statistic has remained true for the last 15 years, suggesting that
prevalent management advice has not helped.

Why is this? As one gets closer to the top, there is a dramatic
increase in the breadth of responsibility (often from thousands
to tens of thousands of employees to align and mobilize), com-
plexity of decision making (as more and more variables have to
be considered and trade-offs made), and scrutiny from stake-
holders (the spotlight is brighter and often opposing demands
are greater). Added to that, the window to demonstrate perfor-
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mance and set a new tone as a leader is exceedingly short. The aphorism, “you
never get a second chance to make a first impression” is apropos in transitions,
yet these factors make it exceedingly difficult to get it right.

McKinsey & Company has recently concluded a multi-year research effort aimed
at “cracking the code” on how transitioning executives can beat the odds. We
found that while most executives appreciate what needs to be done, they often
misstep when it comes to how, when, and with whom they choose to act. You are
invited to tap into everything we have learned in these areas during a two-day
leadership forum.

WHAT YOU WILL GAIN FROM THE SESSION

During the session, we will share our findings with you and a small group of, at
most, 20 peer executives from around the world who are also in transition. The
interactive format enables participants to learn fully from faculty, special guest
speakers, and one another. It also creates ample time and thought partnership to
apply the insights to your specific situation so that you walk out with a clear and
practical game-plan to make your transition a resounding success.

Should you attend, you will walk away with the means necessary (across business,
culture, team and personal leadership topics) to get your organization to work at
full productivity in the desired direction that you are leading them as quickly as
possible, including tools, approaches and counter-intuitive insights to:

Have more impact

¢ Find “hidden” value creation opportunities that previous leaders may
have missed

e Gain clarity as to where and how you should spend your time to
make the biggest difference across multiple priorities that need to be
simultaneously managed

Implement faster

e Get the right team members in place and build them into a high-
performing, high-trust team

e Create buy-in and energy for execution at scale as a result of the co-creative
process employed to set direction
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Make changes sustainable

¢ Quickly and methodically understand the organizational culture and
prioritize needed mindset and behavior shifts

¢ Influence these shifts in the course of driving performance improvement —
an essential part of making change happen at scale without overloading the
organization with initiatives

You will also have the chance to hear lessons learned and any questions you have
answered by senior executive guest speakers who have a track record of successful
transitions. Last but not least, you will leave with an expanded network of peer
relationships with other executives as well as with McKinsey partners who can act
as an independent sounding board as your transition unfolds.

The session will take place at the Langham in Chicago on October 15 and 16, 2014.
Participation is on an invitation-only basis. The format uses a proven learning

model that involves client executives and McKinsey partners attending in pairs.

If you would like to attend, please let us know by emailing jacqui_miranda@
mckinsey.com

We hope to see you there!
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