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			Don’t cry, Caterpillar

			Caterpillar, don’t cry

			You’ll be a butterfly—by and by.

			Caterpillar, please

			Don’t worry about a thing

			“But,” said Caterpillar,

			“Will I still know myself—in wings?”

			 

			—Grace Nichols
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			To my wife,

			my true north.
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			HOPES AND FEARS: 

			PAST AND FUTURE

			 

			Don’t cry, Caterpillar

			Caterpillar, don’t cry

			You’ll be a butterfly—by and by.

			Caterpillar, please

			Don’t worry about a thing

			“But,” said Caterpillar,

			“Will I still know myself—in wings?”

			 

			—Grace Nichols

		

	
		
			CHAPTER 1

			THE ADDICTION

			 

			Addiction is the irrational pursuit of a likely harmful reward. There are two common properties to addictive temptations. First, they are reinforcing (i.e., position us to want more) and second, they are rewarding (i.e., induce comfort and pleasure). Many large and small companies and their leaders are stuck in their approach to planning and execution. Some are compulsive about rigid budgeting cycles, some are obsessed with existing business models, while others are focused on defending their turf. They are guided by old habits formed in an era when competition was more static. They are, by definition, addicted and pursuing a dangerous prize.

			 

			 

			“We are addicted to our thoughts. We cannot change anything if we cannot change our thinking.”

			 

			—Dr. Santosh Kalwar, Scientist and Author 

			 

			 

			Change your thinking and you can change your future. 
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INDISCRIMINATING DISEASE

			 

			About one in a thousand start-ups looking for capital find it, and of those, a significant number fade away quickly. While a few start-ups make it as “unicorns” (early stage companies valued at over a billion dollars), thousands waste investors’ capital every year. Roughly $25 billion of venture capital money is put to work annually (less than 0.2% of U.S. GDP). This funding has influenced about 11% of private sector jobs and created companies that account for almost one-fifth of the value of the U.S. economy.  Surprisingly, however, over the past decade the investor return on venture-backed companies has been close to half of the returns for the S&P 500.  

			Research shows that just shy of 70% of the time investors did not achieve sufficient returns to justify their investment and close to 40% of venture-backed companies returned nothing to investors. That means only one in twenty investments results in meaningful returns. There is a difference between losers and winners, and clearly, it is not how much money they raised! The winners approach the market, their business, and their competition with a different, more dynamic way of thinking and doing. 

			At the other extreme, many industry giants (“dinosaurs”), are reluctantly stepping aside to make room for the new generation of Wall Street darlings. Only 15% (74) of the original S&P 500 companies created in 1957 are still on the list; of those, only 2% (12) are outperforming the S&P index. In the last 30 years, the average tenure of an S&P 500 company CEO has dropped from about 10 years to 6. The average period a company remains on the S&P index is now about 14 years, half what it was 30 years ago. In other words, something is not working with the way large companies compete and evolve. 
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			Looking ahead, a 2015 Harvard Business Review article reveals a dangerous trend: “We investigated the longevity of more than 30,000 public firms in the United States over a 50-year span. The results were stark: Businesses are disappearing faster than ever before. Public companies have a one in three chance of being delisted in the next five years. ... That’s six times the delisting rate of companies 40 years ago.” The article offers three contributing trends: i) businesses face more diverse environments, which are often harsher and less predictable; ii) technological innovation has increased the pace and impact of change—products and business models become obsolete more quickly and; iii) businesses are more interrelated than ever before—connections that can create tremendous vitality in the economy, but also increase risk.

			Losers fail to recognize the less predictable competitive forces, neglect to embrace the increasing pace of change, and ignore the dynamics of a more connected world. As Einstein put it, “We cannot solve our problems with the same thinking we used to create them.” Our addictions to past ways of thinking and doing can be fatal!

			The losers, be they start-ups or global giants, have one thing in common—they are trapped in rituals; they fight the competitive battle with obsolete rules and tools. Failure is rooted in this approach. While every industry from retail to transportation to entertainment to health care has fundamentally changed, the way we strategize to win in the marketplace has, by and large, remained the same. This disease, which is our addiction to orthodoxies, does not discriminate based on industry, size, or age of the organization. The losers are comfortable with their old ways and ignore the likely consequences. Many start-ups think that money alone overcomes the challenges offered by a fast and furious competitive world, while many conglomerates want to address tomorrow’s contests with yesterday’s solutions. The winners see the light, kick the habit, and end the cycle of sameness; they break the rigidity of their thinking and doing. 

			 

			 

			“We can easily forgive a child who is afraid of the dark;

			the real tragedy of life is when men

			are afraid of the light.”

			 

			—Plato
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			Not too long ago, as a board observer (no voting rights) representing a group of investors, I attended a board meeting for a software platform provider serving the manufacturing industry. 

			Over the past months, based on the input from the business units and data gathered, Brian, the Chief Strategy Officer had shaped alternative corporate strategies. He had met with various members of the management team and influencers. He had played the game of give and take by balancing organizational power, being sensitive to the corporate politics, and making sure everyone was happy—like the kind of pork barrel game played in Congress; I vote for this bill if you give me that. In the past few weeks, Brian had expanded his efforts by having one-on-one sessions with the board members, securing the votes. 

			Prior to that day’s meeting, I had a number of conversations with board members and a couple of one-on-one sessions with Brian. The board members were all seasoned professionals with impressive résumés. Brian, an Ivy League JD/MBA and a veteran strategy consultant was also impressive. But in retrospect, they were all addicted to the way things were done in the past.

			The official marching orders from the board and the CEO were to grow top-line revenues by 17% and enhance performance (cut costs) by 10%. To hit the targets, the planning journey had started close to a year before. Brian had assembled an “A” team to examine corporate strategy and answer the big questions: where should we go from here? How should we beat the competitors? And where should we invest our money? 

			Brian’s team had worked with various corporate managers to develop strategies and business plans—solid budgets, defensible arguments, and ambitious execution targets. Each business unit contemplated new products and offered means of cutting costs through automation or layoffs. Mountains of data were gathered, customers were surveyed, and employees were asked to offer improvement ideas.

			It took months for the business units to access and organize the data and months to make sense out of it. The consequence: they started thinking about the future based on old and stale data. Imagine a doctor prescribing medicine based on a patient’s year-old lab results when the patient did not even have the symptoms.

			In my briefings prior to the board meeting, Brian had emphasized that we can only plan around what is known and must commit to a singular strategy, then put investments and enthusiasm behind a forceful execution. Votes have been secured and consensus has been built, he victoriously claimed; the board meeting was an academic exercise needed only to officially record the votes. 

			Brian’s addiction to a pre-formatted and static approach to planning was in line with the board members’ expectations and their addictions to habitual approaches and process. 

			In all, 10 months had passed before the strategy was shaped and an execution team mobilized. In the meantime, the world had been moving and changing. By the end of the board meeting, we had an excellent strategy ... for the year before!

			What happened here? Three things: a strategy based on old and static information was approved; consensus solutions as opposed to the most compelling strategy were adopted; and the internal power structure was reinforced. The company was committed to a single path forward—designed to ignore the constantly shifting marketplace. This is a process most companies go through, simply because it is the way they have always done it. 

			What followed? Millions were spent on execution. The company had to go through a significant financial restructuring and more money was invested. Brian moved to another tech company. 
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			The strategy was safe and comfortable but lacked the ability to adapt. The competition was months ahead before the company even started to execute. It was a strategy driven by budgets and artificial targets. The company’s board and management had agreed to preserve their leading market position.

			They chose to be methodical and secure in their plans and actions; but they should have been aware of the uncertainties and prepared to tolerate insecurity. They were addicted to a stale and static process, while the world they were competing in was rapidly changing and dynamic.  
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			The new generation of CEOs suggests “stay hungry and stay foolish” (Steve Jobs, Apple); “Move fast and break things” (Mark Zuckerberg, Facebook); “most companies that are great at something don’t become great at new things, because they are afraid” (Reed Hastings, Netflix). However, established approaches to strategy and execution are intended to achieve certainty and minimize risk. They are designed to steer away from breaking things, subdue creative foolishness, and submit to fear. They are methodical, sequential, and measured. They are anchored in the past—in planning, in aspiration, and in execution. Strategies are shaped by leaders who surround themselves with other leaders (board members) who share the same addictions.

			There is a compounding effect of being wrong—break the cycle. Fear not what could happen if you leave your old ways (addictions) behind, fear what awaits if you don’t!

			Adam Grant, Wharton professor and New York Times bestselling author, in his book the “Originals” asked tech icons ranging from Larry Page and Elon Musk to Jack Dorsey and Mark Cuban about their entrepreneurial journey. Grant suggests that “They all felt the same fear of failure that the rest of us do. They just responded to it differently. ... When most of us fear failure, we walk away from our boldest ideas. Instead of being original, we play it safe, selling conventional products and familiar services. But great entrepreneurs have a different response to the fear of failure. Yes, they’re afraid of failing, but they’re even more afraid of failing to try. ... Throughout history, the great originals have been the ones who failed the most, because they were the ones who tried the most.” 
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			“It wasn’t raining when Noah built the ark.”

			 

			—Howard Ruff

			 

			The best time to induce change is when things are good. That is the time to experiment, to learn, and to discover your next advantage. That is the time when you have more control over your evolution. Many companies rise or fall with the economy. The delayed awakening happens during downturns—searching for costs to cut or markets to tap into in order to survive. There is comfort in making a little profit and coasting along. But the danger is to face the next down turn unprepared or worse, to never realize your full potential.

			 

			[image: 121176.jpg] 

			 

			When faced with the reality of change, our past successes and biases trigger fear, provoking us to pursue a path of survival. We make process adjustments as opposed to breaking from our addictions and initiating a purposeful evolution. The caterpillar aims to be a butterfly, an entirely different species, and not just an insect that survives another day or two—that is its edge. 

			Being addicted to the past is not a function of the leader’s smarts, hard work, or previous successes—again, this disease does not discriminate. As Bill Gates puts it, “Success is a lousy teacher. It seduces smart people into thinking they can’t lose.” Unfortunately, in most cases the seeds of destruction are sown in your success. Failures are often built on a foundation of old orthodoxies, beliefs, and practices—the principles and biases that fueled past victories may no longer be viable. 

			Our biases create a massive force against change.  Meissner, Sibony, and Wulf from McKinsey claim that “two particular types of bias weigh heavily on the decisions of large corporations—confirmation bias and overconfidence bias.” Confirmation bias leads us to more easily accept what is in line with our beliefs and ignore any conflicting information. Overconfidence tricks us into making decisions that are not rooted in the realities of our capabilities. Both are side effects of our addictions and both must be overcome. 

			Confirmation bias is how psychologists and economists explain “disappointment,” where what is expected is not validated. American car company executives in the 70’s and 80’s assumed that their theories of markets and production were absolute. Newspaper executives presumed that an “editor is an editor,” and journalism is the same whether online or in print. Neither group of executives looked to disprove their ideas nor descend from conventions. To break the cycle of addiction, begin with disproving yourself (if you think decision A is right, look for data points and reasons to disprove it in support of an alternative decision)—aim to challenge your assumptions and counter your decisions. If you can’t refute them, you are acting out of intelligence and if they don’t uphold, your decisions were habit driven. 

			Overconfidence, the child of arrogance, is the product of two factors: i) giving the information you have too much weight (e.g., I have years of experience, things just work like this in my industry and I know my people and my customers), or ii) resisting the knowledge that you don’t know and having trouble imagining other ways of framing the future (e.g., using an internet site to buy a book, watch a movie, rent a room, or get a cab).

			Other biases influencing our decisions, include “group thinking bias” as we get desperate to build consensus; “status quo bias” as we avoid the pressure of change; and the “now bias” as we push for immediate results (going for the low hanging fruits). All these biases are anchored in our outdated beliefs, in our unexamined perceptions, and in the insecurities that caused our addictions in the first place.  	
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CORPORATE AFFAIRS 

			 

			Our institutional ways reinforce our biases and magnify the resistance to change. In most companies, employees and executives alike are invested in and protective of their planning practices. The budgeting process, the enemy of innovation, agility, and change, drives the timelines, decisions, and actions. Processes are guided by templates—ideas have to fit into predefined slots, or be set aside. You must conform to procedures, spend hours and hours on PowerPoint creation and filling out forms, or find yourself without the needed resources to operate effectively. Additionally, despite advertised initiatives and mantras, failure is still viewed as toxic and must be avoided. It is safer to submit to the organizational habitual beliefs and practices than to risk failure. 

			So year after year, we contain innovation to conform to norms, fill in the forms masterfully, overshoot on budgets and then compromise, and effectively focus on a future that is, not so surprisingly, very similar to our past. And that is the state of corporate affairs in most organizations today. 

			Recent A.T. Kearney research shows that 62% of executives see the strategy formulation process as much more challenging than a decade ago. Over 75% of those surveyed claimed that they spend more time on planning than before. Over 80% of the senior executives reported to be satisfied with the planning results; but, tellingly, close to half of management and employees doubt effectiveness—they simply don’t believe executives have devised the right strategies. The study also showed that strategies are perceived to fail because they are top down and isolated (not reflecting the reality of market and company capabilities) and they are based on accepted wisdom and trending of the past (old habits and biases). 

			Mona Vernon, the head of Thomson Reuters Labs and a rising corporate leader who focuses on blending data analytics and corporate strategy suggests that, “there are some fundamental assumptions about annual planning cycles that are really flawed.  The annual planning cycle is rooted in a world where a lot of assumption around competitive advantage, particularly for large companies, was rather consistent . ... Today, cycle time and the competitive pressures are different. I am not sure in today’s market how you can function with a static plan anymore, it is a bit risky.” Break the cycle—manage your risk by planning more dynamically and evolving relentlessly.

			Again from Vernon, “Monsanto spent about $900 million buying a climate centric technology company delivering data products for farmers. If you are the competition looking at this acquisition and what it really means: do you want to wait for the next annual planning cycle to come up with a response? Probably not!”

			Larry Page, the CEO of Alphabet (formerly CEO of Google), suggests that companies often fail because “they usually miss the future.” Thomas Edison, way back in the early 20th century, asserted that opportunity is missed by most people “because it is dressed in overalls and looks like work.” Changing the state of the union, destroying your addictions, and embracing the future with a different way of thinking and doing is hard work. Don’t miss the future, the work is worth it. 

			A surgeon can operate on a patient using the most advanced non-invasive methods and devices to increase the chances of success, reduce recovery time, and lessen the patient’s discomfort. The doctor can be more precise in her diagnoses based on improved testing, enhanced instrumentation, and better data. She can be more targeted in treatment and much more effective in helping the patient achieve sustainable health.

			Alternatively, the same instruments used decades ago can be employed in a multi-hour operation, risking the patient’s life. The doctor can use her experience to guess the source of the ailment based on anecdotal symptoms. She can treat the patient the old-fashioned way because that is comfortable or because the nurses in the operating room are used to it. 

			The patient’s symptoms and disease are the same, but the way care is provided and health is regained is vastly different. You, the leader, are the doctor and the patient is your company. The old way of leading, strategizing, managing, and executing may be comfortable for you and your team, but it puts the patient at unwarranted risk. 

			Victor Hugo once said, “Nothing else in the world . . . not all the armies . . . is so powerful as an idea whose time has come.” It is time to change.

			You must alter your behavior and methods and not trust that past successes indicate the path to future wins. Balance the consistency needed to measure performance and manage the day-to-day with the imagination required to lead and surpass foes. 

			When addicted, we justify our behavior and actions using the “consistency” excuse. Bernard Berenson, the American historian, claimed, “Consistency requires you to be as ignorant today as you were a year ago.” Oscar Wilde called consistency, “the last refuge of the unimaginative.” Don’t be historically ignorant and unimaginative. Don’t use consistency as an excuse. 
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YOU HAVE A PROBLEM 

			 

			The threat is real whether you are an aspiring entrepreneur with dreams of riches running a start-up or a well-compensated CEO at the helm of a formidable enterprise. Many believe that addiction is a consequence of one’s insecurities and is progressive, becoming more destructive over time. First, admit that you are addicted. Next, shift your thinking and actions. Be insecure about your future and get addicted to change and constant “Ahas.” 

			Choose comfort and sameness and risk extinction. Or, embrace a world ruled by flux and filled with untapped advantages. Get the Caterpillar’s Edge: evolve, evolve again, and become a butterfly . ... Live with “Aha.”
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			“I must be cruel, only to be kind.”

			 

			—William Shakespeare
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