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INTRODUCTION


BEHIND THE WORDS


I learned about leading and following when I was a boy, during my 10-plus years as a Scout. Scouting let me be part of changing groups as we built shelters, cooked outdoors, and solved all kinds of exciting challenges that demanded collaboration. I learned the importance of including everyone to leverage the knowledge of the group in arriving at the best decisions. I learned that there is no leadership without followership, and I learned about the importance of esprit de corps. It also became evident that team members could take turns assuming leadership.


After high school, at 18 years old, I joined the Danish Army. Less than a year later, when my training had been completed, I was appointed sergeant and assumed command of people much older than myself. This was the start of a 10-year learning journey with leadership at the center.


After some years of service, I went through the Danish Army’s Officers Academy. There, I learned more about leadership, including how to build motivation, develop team cohesion, and exert the directive leadership necessary during combat. During my time as an officer, I completed two diplomas, one in Human Resources and one in organizational development. My interest in leadership grew. I became a father, and after a decade of service, I left the Army to pursue a civilian career.


As an operations manager in retail, I soon understood the importance of adapting the leadership style to the context. Moving from the Army into retail was my first significant shift in the leadership context, the sum of external and internal factors setting the tone for performance and effective leadership. I later transitioned into Human Resources, still in retail. I spent the following years leading a department, developing retail leaders in the stores and in central functions like IT, finance, and supply chain. This expanded my understanding of the shifts in contextual demands across different functions. During this period, I completed a graduate diploma in organizational development.


I joined a global company as a senior HR director, leading them in organizational transformations, leader and leadership team development, and talent assessment and acquisition. Working with teams across the globe was my second significant shift of leadership context. Over the years that followed, my cross-cultural sensitivity to leadership expectations and effectiveness grew enormously. The people I met and the people I led were very different from the soldiers and retail workers I had led before. The external environment and the organization’s purpose, structure, and culture were different. The differences were amazing, and the experience ignited a desire to work across different leadership contexts.


I later became a consultant focused on leadership and organizational development. My partners and I built a consultancy assisting large enterprises in developing their leaders, leadership teams, and organizational performance. As of this writing, I have now been doing this for more than 15 years.


My appetite for understanding leadership context and effective contextual leadership grew over the years. At the same time, I found no framework to help explain the differences in context that influence leadership within and across functions, organizations, geographies, industries, and markets. There are multiple useful frameworks for parts of the leadership context—for example, the GLOBE framework for understanding the effect of national culture on leadership,1 or the VUCA framework (volatility, uncertainty, complexity, ambiguity),2 which assists the understanding of contextual effects from the external environment. However, no coherent approach that covers the leadership context had been identified, leaving it to leaders and leadership developers to navigate the many disparate frameworks.


My appetite and frustration led me to research leadership context more rigorously and in greater depth. Along with consulting, I joined the Master of Business and Management Research program at Henley Business School in the United Kingdom in late 2016. This program is an integrated first phase in Henley’s Doctor of Business Administration program, which I completed in 2021.


From the beginning, my research focused on leadership context and its impact on effective leadership. My research and my experience as a leader and leadership developer are the backdrop for this book. This book is for leaders, leadership developers, and recruiters.


RATIONALE FOR THIS BOOK


Effective contextual leadership is complex. To handle that complexity, leadership context needs to be operationalized so factors and their impact on leadership can be recognized. The research behind this book serves that purpose. The book is not a full account of everything that goes on in the leadership context. It is not bias-free, since the intent is to include the factors, dynamics, and perspectives that are most worthwhile for a leader in pursuit of effective contextual leadership. That means nuances are left out—this book doesn’t reduce leadership context to the seven success steps every leader must know. Rather, the book dives in to discuss the effects playing out in the leadership context. The emphasis is on developing the critical analytical skills and reflexivity that will enable you to handle the messy reality of leadership.


This book addresses factors that have been confirmed to influence the effectiveness of leadership and the engagement and performance of those you lead. It provides a shared language about leadership context. This focus gives you a solid foundation for becoming an effective contextual leader. The ambition is to provide you with a practical framework of factors that have been proven to affect what matters much to leadership, backed up by solid research. I promise that when you finish this book you will be better prepared to lead, armed with an approach that will enable you to match and shape leadership context and lead more effectively.


WHAT WILL I GET OUT OF THIS BOOK?


This book is a manual assisting you in understanding the leadership context. As a leader, you can make more informed choices about which leader behavior to enact. This will draw your attention to how you optimally match the context for maximum leadership effect. The book will provide you with a language for building a shared understanding of the leadership context in your leadership team. You will gain insights on how to better promote your organization’s performance by shaping the leadership context. When your organization goes through change, understanding leadership context will be incredibly helpful in assisting the design of the future organization. Understanding the “as-is” and “to-be” context, especially in mergers or large-scale organizational changes, is an effective change accelerator.


As a leadership developer, you can apply the leadership context framework to tailor and target leadership development interventions. Your leadership training can become more fit for purpose across different functions, levels, and geographies. You can teach the leadership teams more effective contextual leadership. Applying the framework enables you to empower those leading multiple entities to understand and shape their leadership context to promote performance. The contextual understanding can be applied to any leadership framework, like the ones existing in most large corporations, and adds the value of better fit-for-purpose leadership. In continuation, the framework can contextualize and increase the value of well-warranted existing leadership theories like exemplary leadership,3 full range leadership theory,4 or complexity leadership theory.5 Finally, the framework can add crucial contextual understanding to interpreting leadership or employee surveys.


For recruiters and talent developers, the benefits are enormous. The framework improves your understanding of the leadership context when recruiting, increasing the likelihood of matching the right candidate. Furthermore, applying the leadership context framework accelerates the onboarding of new leaders, as the framework helps explain the contextual demands and restraints. When designing talent programs where exposure to different contexts is often a key development driver, awareness of leadership context can increase the focus of such programs. You get better at deciding which contexts to put the talent into and how to derive learning from this exposure.


The framework can be applied directly from the book or assisted by the Leadership Context Inventory™ (LCI™). The LCI™ survey captures how the leadership context can be leveraged and shaped to promote performance. You can download an example of the LCI™ report on drnoerby.com.









CHAPTER 1


[image: ]


WHY FOCUS ON LEADERSHIP CONTEXT?


Every leader who has changed jobs between organizations knows it: You need to get your hands around the leadership context to lead effectively.


[image: ] DEFINITION: LEADERSHIP CONTEXT


The organizational intentions, environment, structure, culture, and people factors that hinder, help, or guide leadership and work performance.


When entering a new organization, you need to understand the organizational intentions, the strategy, and which parts of the operating model it’s most vital to be on top of. You need to know the critical policies and processes and understand the organizational setup and the mandates across functions and departments. It is crucial to get to know the people and find out how the culture sets the tone for how the organization operates. Also, it is important to understand how the external environment and the internal setup correspond.


A global survey published in Harvard Business Review of nearly 600 executives and their perception of the biggest stumbling blocks when entering a new role confirms this picture.6 To lead effectively as a newcomer, you need to integrate into the leadership context. The same applies for leaders transitioning sideways or upward in their organizations. It is crucial for success that the transitioning leader identifies the key levers for optimizing performance in the new context rather than running on past assumptions.7


Given this almost self-evident importance of context, it is not surprising that, over the last two decades, leadership research has paid increased attention to the importance of context to leadership.8 The increased attention is, however, not supported by a move toward placing leadership context at the center of research, but rather by paying more attention to the inclusion of a few contextual factors in the studies.9 This was one of the challenges leading to the studies behind this book. There is much good research out there, but the problem is that it treats context in a piecemeal fashion. The lack of coherent frameworks leaves the leader with the big challenge of pulling together an approach to understanding leadership context and making the best contextual leadership choices. Optimizing the leadership context to best support performance and deliberately choosing the best leadership behavior given the context is key to performance. A leadership developer must understand which parts of the context are vital to the leaders being trained or developed. The recruiter must uncover which contextual factors are most vital to job success to assess the candidates regarding the critical success criteria.


But it’s complicated! Yes, leadership context is complex, but there is a limited range of most important contextual factors in any leader’s context. Besides these factors, there are patterns and mechanisms that can be understood. By applying a framework, you become cognizant of what is going on, how to respond, and what can be done to shape the context. The complexity of reality is there no matter what, but the framework allows you to identify the key levers and direct your leadership energy better. That is the ambition of this book!


THE BACKGROUND: FOUR STUDIES INTO LEADERSHIP CONTEXT


The first study behind the findings in this book was a qualitative study built on interviews with leaders.10 The study identified an initial set of factors, effects, and patterns related to leadership context and effective contextual leadership. From this orientation, a two-year analysis of existing research drew together factors and contextual effects across almost 3,500 empirical leadership studies and 400 conceptual studies.11 It resulted in essential fundamental understandings about the nature of leadership context, which are discussed further in the following chapter. The research continued into a third study, a two-round modified Delphi study.12 A Delphi study is research where experts are asked for their judgments in several survey rounds until you have found the judgments they statistically agree to. More than 125 tenured leadership experts from across the globe contributed, and the quotes in the book come from them. Across the seasoned leaders, Human Resources professionals, and researchers who participated, the significance of understanding leadership context more deeply came across again and again. An example of this emphasis on the importance came from Professor Dave Ulrich, one of the most influential thinkers, professors, and authors in modern Human Resources and leadership, who ended his input with this remark:
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[image: ] You are contributing to a needed deeper understanding of leadership context in a very nice way.


Dave Ulrich, PhD, Author of 30+ Books and the Rensis Likert Professor at the Ross School of Business, University of Michigan, and Partner at the RBL Group, USA
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The study uncovered the experts’ agreement about which contextual factors are most important and what effects they exercise on leadership and work performance. The study uncovered three effects of the factors in the leadership context. In essence, the contextual factors can




	hinder leadership and performance,


	help leadership and individual, team, or organizational performance, or


	guide the choice of leadership behavior.





The fourth and final study was a quantitative global survey study verifying the Leadership Context Inventory™, LCI™. The study, comprising input from more than 400 leaders, operationalized the findings from the global expert study into an online survey.13 The survey results are presented in a report on the state of the leadership context, supporting leaders, leadership developers, and recruiters in their work with effective contextual leadership. To learn more about the LCI™, visit www.drnoerby.com.


There are two types of referencing used in the book. References are endnoted when referring to specific research findings, theories, or concepts, but a literature overview has also been included in appendix C that points to relevant literature in each section for those readers who want to explore more. This is done because the content represents integrated knowledge from the resources in question.









CHAPTER 2
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THE FRAMEWORK FOR LEADERSHIP CONTEXT


Julie, a senior leader I worked with as a consultant, took over as the head of a division struggling with high cost of poor quality. There were customer complaints, and manufacturing struggled to keep their production timelines. Based on her experience, Julie understood that establishing a shared understanding of the key dynamics creating systemic trouble was crucial. She engaged the leadership team in mapping the external and internal factors. The division’s task was to develop the organization to meet quality standards and production timelines consistently. Julie made this focus central in the leadership team’s work, and only factors significantly influencing these objectives were allowed into the discussions. 


The team discussed the operating conditions created by high external complexity and how they had set up the systems to handle that vast amount of information flowing in. They mapped the maturity of the processes that influenced quality and the production timeline. Finally, the leadership team evaluated the expertise of the people and the habits embedded in the organizational culture related to discipline, collaboration, and continuous learning. Julie and her team mapped the input onto the wall in their meeting room. They pinpointed three initiatives to restore efficiency and quality. 


First, they planned to formalize the key processes and retrain everyone involved. 


Second, they committed to involve all leaders and, hereafter, every team, in dialogue about what high discipline and good collaboration look like and how they can come to life. Let every team make commitments regarding what they would do more and less and hang these posters on the walls. They would revisit those commitments and keep working on aligning toward them. 


Finally, they decided to have a central lean team that updated the continuous learning practices. The lean team spent the year that followed training teams across the organization to drive a continuous learning culture. Julie built a shared understanding of the context. The leadership team identified the key factors that would change the system and shaped the context to support the organizational intention of efficiency. 


The process was driven by Julie’s understanding of three essential features in a leadership context, namely




	there are five layers in the leadership context,


	the effects of context on leadership and organizational performance define which factors should be considered, and


	the leadership context is a force field.





In this chapter, I describe how these features come together in the framework for leadership context.


THE FIVE LAYERS OF THE LEADERSHIP CONTEXT


Any contextual factor that can influence leadership or work performance is part of the leadership context. The effects can hinder, help, or guide effective leadership or work behavior.


There are five different layers of contextual factors that exercise an influence in the leadership context. See figure 1 below and the definitions that follow.


[image: ]


Source: Data from “Towards a Stratified Leadership Context Framework” (doctoral thesis), Noerby (2021), and the Leadership Context Inventory™ (LCI™) Verification Study, Noerby (2023).


Intentions


Since leadership is about influencing people to make organizational intentions come true, these intentions comprise the first layer in the leadership context. The intentions are about what the organization tasks the leaders to achieve through their leadership, exercising a guiding influence on leadership. The organizational intentions guide the leader in how she should be investing her person-to-person leadership efforts and shape the leadership context. The intentions fall into four related categories:




	Purpose Focus: The intention to contribute positively to the greater good of society and our world.


	Efficiency & Stability Focus: The intention to maximize return on the invested resources, minimize cost, and improve performance.


	Innovation & Change Focus: The intention to innovate or change the foundation for future business beyond what we currently do.


	Human Capital & Relations Focus: The intention to get, grow, and keep the talent, expertise, engagement, and relationships that enable performance.





Environment


An organization always has an external environment influencing organizational behavior. These external factors are mainly outside the organizational members’ control. Still, their effects create a set of operating conditions that must be considered. These factors reach into the organization’s everyday life and demand that leaders and employees build and maintain practices that fit the operating conditions. There are five contextual factors in the external environment layer:




	External Dynamism: The rate, speed, magnitude, and predictability of external changes influencing decision-making.


	External Complexity: The number, transparency, and diversity of external elements influencing decision-making.


	Risk Intensity: The presence of threat or error potential, how critical the consequences would be, and how likely it is that the risk manifests.


	Workforce Dispersion: The degree of employee separation due to time- or place-bound demands and hybrid working choices.


	System Openness: The number of channels and the exchange frequency between the organization and its external environment, influencing priorities, attitudes, and behavior.





Structures


The structures in a company emerge as the organizational design evolves and choices are made during the organization’s birth, being, growth, and crises. The structures, processes, and procedures comprise the operating model. These structural features are built over time to respond to the external environment and operational demands from the company’s core activities. When it comes to structures, a leader must reflect on what needs to be considered operating conditions and which parts can be rethought or reshaped to promote leadership effect. There are five contextual factors in the structures layer:




	
Centralization: The extent to which decision authority and mandate are centralized or delegated into the organization.


	Formalization: The level of decided and documented policies, procedures, rules, and guidelines that must be followed.


	Internal Complexity: The number of different job roles, the level of task complexity, and the change rate in task requirements.


	Interdependence: The number and intensity of dependencies across jobs, functions, or boundaries requiring coordination or alignment.


	Resource Constraints: The availability of resources to operate, innovate, or change, including resources that can reallocated through optimization or prioritization.





Cultures


A layer of cultures in a leadership context includes the shared beliefs and habits held by the people participating. The company culture comprises a combination of multiple subcultures that have emerged for a reason, often to regulate specific parts of how people come together to make something happen. So, in response to recurring challenges, dilemmas, and demands, we will build organizational habits that turn into cultures. The cultures are highly interesting since they are malleable and hold hindering, helping, and guiding contextual effects that significantly influence performance. Furthermore, the cultures are related to the organizational intentions, making it possible to identify which cultures should be strengthened to promote particular organizational intentions. There are twelve subcultures, whereof three cultures each relate to an organizational intention:


Related to Purpose Fulfillment 




	Purpose Culture: The way we prioritize our company’s purpose in our decision-making and actions.


	Fairness Culture: The way we act and react to the fairness of rules and policies, leader decisions, and the distribution of resources, rewards, and sanctions.


	Ethical Culture: The way we act and react to behave ethically, promote ethical conduct, and make ethical decisions.





Related to Efficiency & Stability 




	Focus & Ambition Culture: The way we set direction and goals, translate goals into actions, and stretch our ambitions to always perform better.


	Discipline Culture: The way we act and react to meet expectations, deliver on commitments, hold each other accountable, and rigorously adhere to standards.


	Safety Culture: The way we approach physical and emotional safety, evaluate, prevent, and mitigate threats, accept necessary risks, and respond to incidents.





Related to Innovation & Change 




	Continuous Learning Culture: The way we learn continuously to refine, develop, improve, and expand existing operations.


	Innovation Culture: The way we drive progress through experimenting, innovating, adopting new technologies, and applying new skills and work methods.


	Change Culture: The way we adapt to changing work requirements and constructively respond to and contribute to change.





Related to Human Capital & Relations 




	Collaboration Culture: The way we collaborate, act on shared principles, trust and include, embrace diversity, nurture good relations, help each other, and back each other up.


	Empowerment Culture: The way we actively engage when being led, take charge, and act out responsibilities, also when having to guide and influence peers.


	Voice Culture: The way we voice concerns, speak up, and engage in discussions to align, promote problem-solving, and arrive at good decisions.





People


At the base layer of leadership context, we find the company’s most important asset, its people. The people composition influences the leadership context greatly because it lays the foundation for the cultures and performance behavior in the organization. The diversity in the people composition also impacts the leadership context and comes with particular expectations for leadership. There are three composition factors in the people layer of the leadership context:




	Personality Composition: The composition and diversity of personality dispositions influencing our beliefs and guiding our behavior.


	Value Composition: The composition and diversity of value orientations influencing our beliefs and guiding our behavior.


	Expertise Composition: The composition, levels, and diversity of expertise influencing work abilities and approaches.





THE EFFECTS OF CONTEXT DEFINE THE FRAMEWORK


Understanding which of the above factors could influence leadership or performance behavior in the context is key. Usually not all the factors are relevant, and the leader should identify the handful of influential factors she should consider in choosing her leadership approach. Focusing on the few significant contextual factors, as we saw Julie and her team doing at the beginning of this chapter, is the first step in becoming an effective contextual leader.


We can have several different leadership contexts in a single organization. For example, we might have one leadership context in the customer service department and another in the production department, or we might have different leadership contexts in the French and American subsidiaries of the same company due to different national cultures, employee backgrounds, and market conditions. Consequently, a leader can exercise leadership in several different leadership contexts. It depends on who participates in the leadership relations and how other factors shift between departments. For example, the leadership context changes between employees who are physically near and those at a distance or between those pursuing innovation and those pursuing operational efficiency. In a military setting, it changes between leading those in harm’s way and leading those supporting them from safety. Even with these differences in leadership context, though, other large parts of the leadership context remain the same because of the employees’ shared organization.


RECOGNIZING THE EFFECTS OF LEADERSHIP CONTEXT IS ESSENTIAL FOR A LEADER


To understand what is important to consider to lead effectively, look for the effects of leadership context. There are three crucial effects that a leader should recognize and respond to, namely hindering, helping, and guiding effects.


Hindering effects make life more difficult. One example of a hindering effect is when distance forces us to communicate in online meetings, and a lot of body language disappears. Another is when a leader is trying to implement aligned processes, but it isn’t easy because the organization has celebrated the freedom to work in one’s own way for the last ten years, resulting in a weak discipline culture. Other examples are when a job is cumbersome because of risks demanding safety precautions or when a dynamic and complex market makes it difficult for a leader to plan.


Context can also help a leader exercise influence. One example of a helping effect is when a strong collaboration culture and a high level of trust makes people put in extra effort to pull through what the leader has asked of them. Another is when a strong empowerment culture in combination with formalized processes helps workers handle operational problems effectively. One more example is when a diverse team composition helps the team think outside of the box because of the many different perspectives. These helping effects can be actively used by the leaders in an organization. This shows us that some parts of leadership context can be shaped to strengthen the leadership influence and, in some instances, substitute for the constant leader presence.


The third effect of leadership context is that it guides the choice of leadership behavior, such as when a risk-intense external environment guides certain decision-making practices to ensure that decisions can be made quickly when incidents occur. Also, different leadership intentions, which are part of the leadership context, naturally guide the choice of leadership behavior. For example, the intention to optimize a running operation guides the leader in implementing detailed key performance indicators (KPIs) and recurringly benchmarking these externally to drive continuous improvements.


The effects above show us that leadership context comprises tangible and intangible factors. Tangible factors may include the task interdependence between two departments, the physical distance between team members, or the level of formalized standards and rules. Intangible factors may include the collaboration culture, the values and beliefs held by different nationalities, or the differences in personalities among team members. These factors connect and influence each other. The more the leader recognizes the hindering, helping, and guiding effects, the better. It allows the leader to leverage, mitigate, and shape the leadership context to promote the organizational intentions.


Some of these contextual factors are malleable, while others are unyielding and firm. As examples of malleable context, the leader can strengthen the ethical culture, increase the formalization of particular procedures, or change the team’s composition to bring in new skills. Conversely, the distance between employees, the risks a team faces in solving their tasks, or the dynamism in the market an organization serves can be immalleable for the leader. She cannot influence these contextual factors and needs to interpret how she best leads in the response given these settings. The awareness of what context the leader cannot shape and the interpretation of how to mitigate hindering effects while leveraging helping effects within these settings is an integral part of contextual leadership. At the same time, it is just as important to identify and shape the malleable factors in the leadership context to promote work performance.


GIVE PEOPLE A LANGUAGE TO TALK ABOUT CONTEXT


On an ongoing basis, people in an organization interpret the context, individually and together, allowing them to act with what they perceive to be adequate responses. The interpretations occur through individual thinking and are influenced through dialogue and the experience from interactions. These ongoing interpretive processes make leadership context somewhat fluid, as the perception of the norms for how we do things around here will differ from person to person.


At the same time, organizations cannot function effectively without shared interpretations of the context influencing the vital parts of the operation and decision-making. This fluidity demands an ongoing leader engagement in dialogue, alignment of perceptions of the context, and adequate responses.


This makes building shared language important for exercising effective leadership. Language influences the prototyping and sets boundaries for employees’ opportunities to participate in building shared understandings. Hence, it is important to provide a language to talk about the context and a process that engages employees in interpreting the contextual dynamics. An example is when a team applies a risk assessment framework for discussing risks and deciding about risk mitigation. Another example is when a company formulates common values, engages its teams in interpreting them into expected behavior, and uses the language to provide feedback at weekly team meetings. This was the mechanism Julie and her team applied in the team sessions described at the beginning of this chapter.


This shows us that the leadership context encompasses very tangible factors like dangerous conditions, a distance between employees, or complexity in the market. Also, the leadership context has a large portion of more intangible factors concerning how things are done within the organization. Both tangible and intangible contextual factors have in common that we interpret their effects and decide how we should react based on the interpretations. That is done by accessing our individual and shared prototypes and using the language available. Therefore, it is essential to understand that people choose what they do and how they go about it by following the meaning they ascribe to their world. They act from their map of the world, yet under the social influence of the people they work with, including the leader.


THE LEADERSHIP CONTEXT IS A FORCE FIELD


In the leadership context, the contextual factors interact, and the effects from one factor can diminish or intensify the effects from another factor. Therefore we cannot understand the leadership context by considering one factor without looking for knock-on effects from other factors. Some factors keep each other in check, so influencing one contextual factor can shift the balance with other factors, which should be handled as part of the same change process. Herein lies an understanding that the organizational intentions and external environment hold guiding effects that the leader must match by shaping the context to optimize performance and engagement. See figure 2 below for an illustration of the force field. Throughout the book, we will investigate these dynamics between factors to consider how to shape the context best to promote performance and engagement.
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Source: Data from Noerby (2021, 2023).


There is no mathematical formula for how the factors influence each other, and most factors influence across the layers in many ways. However, patterns can be recognized, and some factors play well together in supporting performance and engagement. If some factors are out of balance with each other, other factors will create less optimal support for performance and engagement. This book will highlight a range of these patterns to build awareness of how to optimize the leadership context. In the force field, we can consider if a given factor holds the power to intensify or diminish the effect of other contextual factors. For example, we can compensate for weakly formalized processes that are not well documented by hiring people with high expertise, or we can strengthen the empowerment culture to match a highly dynamic external market. The empowerment culture would strengthen decentralized and quick decision-making in response to the dynamic changes in the market. Julie and her team recognized the force field when they decided to formalize processes, train people to build expertise, and strengthen their discipline culture to restore quality and production predictability.


As leaders engaged in understanding and shaping context, we should look for how strongly the contextual factor is connected to other factors. These connections come together to form the context’s compound influence on leadership and performance. The purpose is to build a strong context promoting organizational intentions. Sometimes, that requires that other parts of the context be changed simultaneously to alter some of the factors sustaining an undesired balance.


An example comes from a leader I met who shaped his organization’s context toward a stronger service culture because of customer dissatisfaction. Besides strengthening the service culture, he also decentralized mandates to empower frontline staff to handle complaints. In addition, the leader formalized the complaint handling process to secure consistent and speedy action no matter who served the customer. During the process, the leader changed the composition of the customer service teams. Despite intensive work to strengthen the service culture, some employees kept reinforcing beliefs that “customers are a nuisance,” so they were rotated to other departments to remove the contextual factors maintaining the undesired culture. 


In this manner, the contextual factors act in concert and should be understood from a holistic viewpoint. However, like when cooking, first, we need to understand what objectives we want to realize—which dish we want to prepare. Then, we consider the ingredients we have available and how they can contribute to the dish. Finally, we make sure to use the ingredients in the correct order so that all of them can come together in a great meal. Similarly, when it comes to leadership context, we must consider the effects of the contextual factors and influence the factors, processes, and practices setting us up for performance.


THE STRENGTH OFTHE LEADERSHIP CONTEXT


Leaders should consider the fitness and strength of the factors influencing performance and engagement to understand contextual strength. See figure 3 below.
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Source: Data from Noerby (2021, 2023).


The leader should consider these dimensions when assessing how strongly the context promotes leadership and performance. The sum of fitness and strength determines how much the context can help promote performance, engagement, and well-being. Below is a brief introduction to the strength dimensions, and throughout the book, we will unpack how to understand and work with the contextual factors to build a strong leadership context.




	
The fitness to the organizational intentions. Structures and cultures address processes and practices in the organization. If you want innovation, the structures and cultures should support these ambitions. The same applies if you are pursuing efficiency, want to make the company’s purpose come true, or want to develop your human capital and relations. This type of fitness is about understanding the intentions and translating these into how the leadership context best supports the ambitions.


	
The fitness to the external environment. The external environment forms the operating conditions that must be met with ways of organizing that promote performance. Understanding the external environment allows the leader to shape processes and structures to build requisite agility, complexity, risk readiness, common ground, and absorptive capacity in response to external factors.


	
The strength of structures in organizing how processes run and how mandates are distributed in the organization. The more the structures support value creation in the organization’s key processes, the stronger the context.


	
The strength of cultures. “Culture eats strategy for breakfast” is a famous quote often attributed to Peter Drucker. It indicates that your organizational habits and beliefs must be aligned with your intentions and key processes to succeed with your strategy. Given that the subcultures in the company fit the organizational intentions and external environment, the stronger the culture, the higher the performance.


	
The strength of the human capital and organizational relations. The people base is crucial for the structures and cultures to deliver optimal performance. The leader should consider the alignment between all five layers in the leadership context and influence the context to promote performance. That includes influencing the people composition to enable the desired performance.





It follows that the cornerstone in contextual leadership is shaping the context to set the organization up for optimal performance. That is done by working with the three drivers that strengthen and align structures and cultures:




	Creating clarity of priorities, principles, and processes and the reasons for having them.


	Increasing the level of shared interpretations of the priorities, principles, and processes through the involvement of people to create ownership and commit to action.


	Strengthening the alignment in priorities, behavior and practices, and continuous learning and realignment.





These three drivers form the steps in the shaping process that leaders can use to build contextual strength, as identified in the global leadership context study. We will learn this process as the PIA Cycle, which will be unpacked in the following chapter and used throughout the book.









CHAPTER 3
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EFFECTIVE CONTEXTUAL LEADERSHIP


By understanding leadership itself and how the influence of leadership impacts levels of performance and engagement, we lay the foundation for effective contextual leadership. Therefore, this chapter begins with some perspectives on leadership as a background for understanding leadership context. It continues to describe what makes leadership contextually effective. The chapter ends by highlighting the two leadership approaches the studies identified as levers in being a contextually effective leader.


Leadership can be understood and defined in many ways. It can be understood as a range of leadership behaviors that a leader can combine to best influence the followers in any given situation. Approaches like full range leadership14 or exemplary leadership15 are examples of the behavioral approach. The theories display a range of leadership behaviors that have proven their worth in influencing followers to pursue organizational goals. Many international companies have adopted the behavioral approach. Often, these companies have developed specific versions of leadership behavior ranges used to guide leadership development and assessment of leadership behavior. In this view, leadership is about choosing the most effective behavior to promote the purpose pursued.


LEADER ATTRIBUTES AND LEADERSHIP BEHAVIOR


We can understand leadership by focusing on the leader and the attributes that make followers follow. This viewpoint adds important fundamental rules of thumb for leaders by highlighting the importance of leader authenticity. The focus is on the leader’s self-awareness and ability to exercise leadership in a genuine, transparent, and trustworthy manner.16 Different leaders can exercise the same leadership behaviors, such as providing feedback or setting direction, in very different ways depending on their style rooted in their beliefs and underlying values. Different styles can be equally effective depending on the context. Nevertheless, the followers compare their experience with their intrinsic and often unconscious beliefs about good leadership.


These values held by the leader and followers are at the core of understanding how differences in national culture influence leadership effectiveness. Our cultural values underpin how we lead and react to leadership. The awareness of differences in cultural expectations regarding leadership is a part of the necessary self-awareness for any leader leading different nationalities. It concerns the leader’s attention to what is perceived as effective leadership through the lens of the national cultures represented among those she leads.17 From this perspective, leadership is about the leader’s awareness of how her character, authenticity, cultural background, and style play into the context and match with the people she leads. From authenticity and cross-cultural leadership research, we learn that no matter where in the world you lead and what other differences in context are at play, people react positively to leaders who are trustworthy, just, and honest. Leaders who are positive with a can-do mindset, encouraging people through positive reinforcement, are appreciated. Leaders who focus on motivating the team and invest in building relationship quality between themselves and their people, and between their people themselves, are allowed more influence. Leaders who act from integrity and are clear on their standpoints, who are decisive and make sure priorities are clarified, are considered better leaders. These are fundamentals that form the basis for exercising influence in pursuit of organizational goals and creating followership.18


FOLLOWERSHIP


There is no leadership without followership. From this vantage point, leadership can be considered a shared process where decisions and commitments are cocreated between a leader and her followers. Or, as expressed by Dorthe Rønnau, senior vice president of people and culture at Coloplast, a global company with 14,500-plus employees in the intimate healthcare industry:
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[image: ] Obligating each other mutually in the leader-follower interaction is a great enabler in reaching objectives and creating business performance.


Dorthe Rønnau, Senior Vice President, People & Culture at Coloplast, Denmark
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Understanding leadership as an influencing process cocreated between the leader and followers is a pathway to empowering teams and employees. We can understand sharing leadership with active followers as building the guidance and mandate enabling followers’ self-directed initiative.19 It involves creating the practical frames and resources for employees that allow and obligate them to act out their role requirements and accountabilities. It also involves building the employees’ skills so that they can live up to the freedom to operate and encourage self-directed actions. In turn, working in this way with shared leadership influences intrinsic or psychological empowerment. Psychological empowerment is the sense of meaning one derives from the job and the confidence level in one’s competencies (self-efficacy) related to the job demands. It also relates to one’s experience of freedom to make decisions and willingness to do so (self-determination), along with the experienced impact from one’s own job.20 In this shared leadership perspective, leadership is about engaging people in cocreating structures and cultures that promote empowered performance. It is about creating active followership.21 Followership involves participating when someone is leading, assuming ownership, and taking charge on the organization’s behalf. For example, it might include active participation in qualifying decisions, prioritizing tasks, or interpreting and aligning behavioral expectations. It is about surfacing issues and considerations, voicing opinions, suggesting solutions, and contributing to collective learning.


BASIC LEADERSHIP UNDERSTANDINGS


Across these leadership perspectives that all concern the ways in which leadership creates followership, we can summarize the following basic understandings about leadership that we will come back to many times during the book. See figure 4.
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Data from Gardner, Avolio, and Walumbwa (2005), GLOBE (2020); Avolio (2004); Dickson, Den Hartog, and Mitchelson (2003); Pearce and Conger (2002); Spreitzer and Quinn (2001); Riggio, Chaleff, and Lipman-Blumen (2008).


We each have a “bank account” of social capital, the credit other individuals earn with me, determining how much influence I grant them. If my leader has earned much social capital over time, I trust her and will do my utmost to comply with her requests. This also applies to each of my colleagues, with whom the amount of social capital influences how much support and help I will offer.


Social capital builds when I experience genuine interest and care for my well-being from my leader. It builds when my leader leads from consistent principles and acts predictably. When I experience fair treatment of myself and others, I also add positive social capital points to the leader’s “bank account.” The opposite is true if I experience inconsistency or perceive something unfair—it deducts points, and I will be more reluctant to go the extra mile, take the initiative, and be an active follower. We all hold implicit prototypes, mental models of our expectations for what good looks like. These are our intrinsic criteria for expected and accepted social behavior from other people. This highlights the importance of aligning role expectations to work contribution, collaboration, and degrees of freedom. It is a crucial leadership discipline to align expectations, clarify commitments, and hold people accountable to these commitments.


Relationship quality and leader authenticity grow out of valuable, enriching positive interactions between people. This requires us to interact frequently, to speak about matters that matter often enough, and to follow up, discuss solutions, brainstorm together, solve problems, celebrate, plan, organize, and give each other feedback. Trust builds through frequent quality exchanges and converts into perceived authenticity. I get to know my leader and know what she stands for. I have experienced that she cares for me and helps me. A final crucial part of these leadership basics is relationship repair, which is our reaction when we disappoint each other, misunderstand one another, get into conflict, or in any other way distort our relationship. Restoring the relationship and agreeing to mutual commitments is imperative to rebuild trust and collaboration. We must acknowledge mistakes and extend apologies when necessary.


A SYSTEMIC LEADERSHIP VIEW


Leadership can also be considered from a broader systemic viewpoint concentrated on influencing the whole organizational system. It involves recognizing that organizational performance is created through complex social interactions in networks constantly adapting to the external environment. The viewpoint comes from understanding organizations as complex adaptive systems and understanding leadership in these settings as complexity leadership.22 It involves viewing an organization as a living organism and assuming it acts from a collective intelligence built, maintained, and constantly evolving among the people in the organization. In that respect, leadership facilitates that the organization continuously adapts and develops while maintaining operational efficiency. This viewpoint puts leadership in the broader focus, expanding beyond the direct leader-to-follower influence. It highlights that leadership can also influence organizational performance by shaping structures and processes to strengthen distributed capabilities and interplay.


In complexity leadership, a leader’s role is to facilitate the development of a complex adaptive system by creating strong cross-organizational collaboration with delegated freedom to act. From a systemic viewpoint, leadership is about setting the organization up for success by influencing goals, structures and processes, and cultures and people to empower actions while maintaining the necessary control.


A DEFINITION OF LEADERSHIP AND SEVEN CATEGORIES OF EFFECTIVE LEADERSHIP PRACTICES


With an offset in these perspectives, we can define leadership.


[image: ] DEFINITION: LEADERSHIP


Leadership is any intentional behavior exercised to influence others, directly or indirectly, to realize the organization’s intentions, aims, and objectives.


This definition implies that leadership includes interpreting the organizational intentions and choosing leadership interventions to promote performance toward the goals. It means that leadership can be exercised directly from a person toward another person, a team, or an organization. It clarifies that leadership can be temporary, informal, emerging, and directed toward people in or outside the organization. Finally, leadership as defined here also concerns shaping organizational structures and cultures and changing the composition of teams to promote the intended performance.


The leadership definition spans the range of leadership perspectives discussed in the previous section and captures the effective leadership behavior identified in multiple significant leadership theories.23 The leadership perspectives, along with the findings in the leadership context studies, allow us to identify seven categories of leadership practices imperative for leadership effectiveness:


Category 1: Build Purpose and Direction


Understanding the purpose of the organization and embedding this understanding throughout the organization is a vital part of leadership. Leadership is exercised to realize the purpose and deliver on the organization’s intentions. Organizational intentions should be the primary guide for leadership choices. An organization’s intentions are often a mix between efficient operational ambitions, innovation, and development priorities. An organization can be pursuing one or more intentions at a given time. A department could be pursuing efficiency, for example, or a specific throughput in production, or they could be striving to maintain a particular degree of service toward their customers. A team could be pursuing improvements in existing performance, such as growing sales or increasing quality. Another desired outcome could be to succeed in changing a way of operating or establishing new ways of going to market, such as moving office locations, implementing a new IT system, or launching a new product. A desired outcome of leadership could also be to develop the organization’s competencies to enable new ways of operating or increase existing performance. The leader needs a deep understanding hereof to be effective. Hence, setting direction and making sure the directions convert into resource allocation, activity prioritization, ownership, and actions in the organization forms a centerpiece in leadership. The leader must facilitate an understanding of how goals connect to effective and adequate actions and embed the goal-path understanding throughout the organization.


Category 2: Translate the Desired Outcomes of Leadership into Behavioral Requirements


The leader should promote the organizational behavior that will yield the highest return on effort given the outcomes in focus.24 The leader needs to link the desired outcomes to actions, behavior, and effort, then ask the team to invest themselves in those things. At the same time, she needs to identify the efforts that yield fewer results or are counterproductive. The leader’s task is to create a clear goal-path line of sight from the desired outcomes to the behaviors that should be celebrated. The goal-path clarity forms the basis for facilitating continuous learning and taking corrective and reinforcing actions to yield even more performance. It is the leader’s responsibility to call out the desired behavior, staff and organize, develop competencies, and reward to promote the behavior. This is the basis for developing a solid feedback practice—knowing what behavior should be promoted.


There are four categories of performance behavior, as displayed below. The behavior in focus concerns four types of performance behaviors, and the leader should determine which behavior to promote to deliver on the intentions in the particular team, department, or function. Underpinning the performance behaviors are the intrinsic engagement and empowerment drivers heavily influenced by leadership. See figure 5 below. The performance behaviors and the engagement and empowerment drivers are thoroughly described in appendix A.
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Source: Data from Noerby (2021, 2023).


Category 3: Make Sense of the Context


There are external factors a leader needs to understand to lead effectively, such as whether the environment is stable or dynamic, dangerous or safe. The leader needs to engage with external stakeholders, monitor the environment, and interpret this context into operational demands and decisions. The recurring interpretation of moves and shifts in the external environment, the external dependencies, and the societal dynamics reaching into the leadership context should inform the leader’s choices. It is the leader’s responsibility to secure an appropriate match between the organization and the surroundings. Importantly, while doing so, the leader must always start from the organization’s purpose and direction since it is not given that a leader should always match the context to be most effective. There will be instances where the leader must shape the context to promote the organization’s purpose and direction. Making sense of the context and converting that into leadership choices is at the heart of contextual leadership.


Category 4: Calibrate Structures and Processes


Setting the organization up to deliver on the purpose and priorities fosters an effective operating model aligned to the organizational intentions. The leader must adjust the formalization of processes and centralization of decisions and functions to promote optimal organizational functioning. Leadership involves choosing the way of organizing, taking into account the organization’s intentions and strategy and the demands flowing from the context, and ensuring the fitness and strength of the context. It requires setting up effective processes central to value creation and being deliberate about resource allocation to yield the highest possible performance given the purpose, direction, and context.


Category 5: Cultivate Cultures to Promote Performance


Leadership is setting the tone about how the organization does things, collaborates, engages with customers, and secures safety in the workplace or any other part of the organizational functioning. These habits and beliefs build a culture sustained by the repetition of behavioral patterns. There are multiple cultures within any organization that guide its behavior. The leader can influence these cultures to promote the desired performance. Examples include the safety culture or the learning culture.


An integrated part of leadership encompasses shaping the cultures most central to the organization’s value creation. A leader does this by understanding how the different cultures help or hinder the desired performance behavior and then engaging with the context and her people to shape the culture.


Category 6: Form, Engage, Empower, and Direct Your Teams


Influencing people is at the heart of leadership. The leader must secure the expertise and diversity necessary to deliver on the organizational purpose and business ambitions. Hence, leadership requires adjusting the team composition and organizational setup when necessary. By leading the way and interacting with her people, the leader must facilitate the emergence of engagement and empowerment. She should inspire, enable, and develop people to act to their fullest potential. Finally, at the practical level, the leader should reinforce desired behavior and correct inefficient practices.


Category 7: Measure and Manage Performance


Managing tasks, measuring results and related execution efforts, driving planning and prioritization, sequencing projects, and monitoring deviations from performance standards are all fundamental parts of leadership. Some call this management, but separating it from leadership makes no sense in the practical world. It is about ensuring that the necessary KPIs are in place, that the tasks are managed, planned, prioritized, and followed through on. It is about anticipating and handling operational problems, following up, and installing corrective and reinforcing actions.


These seven categories capture the practices identified in numerous studies about how effective leadership influences organizational performance.25 The categories are helpful in two ways. Firstly, they help us understand leadership in relation to leadership context. Secondly, they can be used to sense-check our organizations’ leadership frameworks. The categories help bring attention to any parts of the effective leadership range that your current framework does not cover. Also, as further discussed in the following section, paying attention to these categories can spur consideration about which leadership behavior ranges should be further developed and enacted.


WHAT MAKES LEADERSHIP CONTEXTUALLY EFFECTIVE?


Two leadership disciplines make leadership contextually effective: matching the context with appropriate leadership approaches and shaping context to promote performance and engagement in the organization. Both disciplines rest upon making sense of the context, an underrepresented category of leadership behavior in most leadership frameworks. One of the main reasons for this is that much leadership research builds on early frameworks defining leadership as only concerning the person-to-person influence.26 The effects of being good at making sense of the context reach into the other six categories of effective leadership behavior discussed above. This involves interpreting the organizational intentions and using them as the main criteria guiding your leadership choices—both when leading people directly and when shaping context to promote performance. This widens the understanding of the leadership range covered by many frameworks to include shaping structures, processes, cultures, and team composition as part of leadership.


A crucial part of making sense of the context is understanding the organizational intentions. Leading from intention is an inherent part of leadership. Many leadership theories emphasize the importance of leading from purpose and setting direction. While many of these theories provide helpful input on how to lead, few give guidance on how to understand the components of the organization’s purpose, strategy, and objectives. To be contextually effective, a leader must understand how much organizational intentions concern optimization, innovation, developing people, and promoting purpose. From this understanding, a leader needs to identify which individual, team, and organizational behavior links to the mix of objectives. She must understand how organizational intentions translate into the performance she should promote. This understanding enables her to decide if a contextual demand should be matched with appropriate leadership approaches or if the context should be changed to optimize performance and engagement.27 It provides the criteria for deciding if the prevailing culture or an established procedure should be leveraged as-is or changed to promote performance. Many leadership theories assume it is best to match the context to be effective, and this is mainly true. However, effective contextual leadership involves deliberate choices about which contextual demands to match and which contexts to challenge and change through leadership. This shaping of context to promote performance and engagement is the theme of the following chapter.


First, we will end this chapter by considering how to effectively match context with leadership. Matching the leadership context with appropriate leadership interventions is not a new thing. The contingency view of leadership that different approaches are most appropriate for different contexts has existed for decades. Two leadership approaches kept surfacing in the global leadership context study, and the findings align with many leadership studies, as we shall see below. The first concerns the opening versus closing leadership approach, while the second relates to the directive versus sharing leadership approach. Together, they provide a solid foundation for converting an understanding of the leadership context into effective leadership, as we will learn throughout the book.


Opening versus Closing Leadership


The opening versus closing leadership approach is about understanding how to lead for development, innovation, and change versus leading to drive efficiency in running operations. See figure 6 below for indicators.


These two disciplines have been discussed as parts of leadership versus management, or transformational versus transactional leadership. In recent years, these discussions have matured into the research on ambidextrous leadership.28 Ambidexterity refers to holding two different leadership skill sets, one in each hand. The metaphor concerns using the approach in the hand most appropriate for the intention the leader is trying to achieve, being equally skillful with each hand, and understanding when to use the left versus the right hand and when to change hands. In one hand, the leader holds the range of opening behaviors facilitating idea generation, redesigning ways of working, changing, developing, and innovating. In the other hand, the leader holds the toolbox with approaches like stabilizing processes, diligently running according to instructions and plans, planning, plan-do-checkact procedures, monitoring KPIs, and implementing corrective actions to reduce deviations.
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Or, as captured here by Greg Daniel, speaking from decades of experience in running large-scale people-intensive services operations:
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[image: ] You can have both control and innovation, but the framework needs to be communicated effectively, allowing employees to understand the difference. The leader must clarify the space where the employees have the freedom to innovate and the space where standards and processes must be followed.


Greg Daniel, MBA, EMEA Alliance Director at CBRE Global Workplace Solutions (GWS), Ireland
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Ambidextrous leadership involves recognizing which discipline is most appropriate to create the results in focus and shifting between the two disciplines. In contrast to situational leadership, ambidextrous leadership takes its offset in the organizational intentions and lets that determine the leadership approach. Situational leadership concerns the specific task at hand in relation to the competence level of the person who is working on the task. Before that becomes relevant, the leader has decided if she is going to engage in opening leadership behavior to drive more innovation, development, and change, or if she is investing her leadership efforts more in closing leadership behaviors, focusing on applying known methods to get the job done most effectively and with the fewest possible resources. Ambidextrous leadership is about understanding if the leader should create an open discussion to reengineer task priorities, resource allocations, and processes. The opening discipline involves unfreezing the existing ways of working and figuring out how to reconfigure and innovate a novel way forward. It involves understanding if the leader should minimize changes and discussions about operations to incremental continuous improvements and focus on getting things done with existing processes, creating clarity and transparency by following standards with a diligent and disciplined focus on operating consistently along decided processes. It allows for high control and efficiency and for reactions to deviations to restore stable operations. This is captured here by Magnus Röstlund, working for NKT, a global provider that designs, manufactures, and installs power cable solutions that enable sustainable energy transmission:
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[image: ] Quick turnarounds in a dynamic environment require leadership that gets employees to change direction for tomorrow in specified areas and, at the same time, maintain parts of the existing operation and performance. If this clarity and balance are built into the leadership style and working processes, it’s possible to change without losing performance.


Magnus Röstlund, MBA, Vice President, Head of Engineering and Material Technology at NKT, Sweden
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This deliberate choice of opening versus closing leadership behavior is key in effective contextual leadership. As you saw in figure 6 above, any context will call for a combination of opening and closing behavior. Effective contextual leadership comes from awareness of the optimal mix between opening and closing behavior to match the context combined with the skills in the two disciplines and the ability to shift between them.


Directing and Sharing Leadership


The other key choice in leadership approach that kept emerging in the studies is the balance between directing and sharing leadership. See figure 7 for indicators.


[image: ]


Source: Data from Noerby (2021).


Assuming a leader-led directing or sharing leadership approach relates to empowerment. Empowerment is driven by enablement and mandates, so this choice of best-fit approach includes considering the distribution of leadership in the organization. Shared leadership has gotten a lot of attention during the last two decades, driven by understanding leadership as a practice rather than equaling leadership to a leader.29 People in an organization can assume leadership on a given task because they hold the highest expertise or are situated closest to the task. People can participate more or less in cocreating leadership by soliciting input on decisions, suggesting priorities, anticipating trouble, and proposing mitigating actions. The choice between concentrating leadership with the leader or sharing leadership depends on the expertise in the organization, the employees’ cultural expectations, the dispersion of the workforce within the organization, and other contextual factors. Striking the appropriate level of sharing leadership is about understanding how much taking-charge behavior and freedom to act among the employees will best serve the intended way of operating. It involves considering which decisions we want to distribute and which decisions we want to keep in the hands of the leader. It is related to the centralization built into the structures of the organization but also to the expectations from the people in the organization. How much do they expect the leaders to lead and make certain decisions? Like with ambidexterity, this comes before the situational interaction on a given task. It requires shaping the organization to an empowerment level through a combination of structures, people composition, and cultures and backing that up with the appropriate level of shared leadership. Throughout this book, we will come back to matching the two leadership approaches to the factors in the leadership context.


In the following chapter, we turn to the other discipline in contextual leadership: shaping the leadership context to promote performance and engagement.









CHAPTER 4
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SHAPING LEADERSHIP CONTEXT
FOR PERFORMANCE


This chapter unfolds the three-step discipline of shaping leadership context to promote performance and engagement. Leadership theories usually leave out engaging with the context and shaping the context to promote performance. The omission is disturbing since these practices hold significant power to promote individual, team, and organizational performance.30


Throughout this chapter, we will follow Jack and his team to demonstrate the dynamics of shaping context. Jack was the chief commercial officer of a company selling quality assurance systems and the company was strong in their markets when it came to standard solutions. However, due to their customers’ globalization, external complexity was moving the client preferences toward tailor-made solutions. The company shifted its strategy and wanted to supplement its standard product business by delivering tailor-made solutions. They changed their purpose statement from “… deliver the leading quality assurance solution” to “…assisting the client in releasing their potential of quality assurance.”


The executive leadership team asked the functional heads to involve their teams to identify which organizational transformations the shift required. For Jack, the starting point in the commercial organization was a weak learning culture and very little cross-organizational collaboration. They had been entirely focused on selling standard solutions and were successful in doing so. That needed to be supplemented by mastering tailor-made solution sales. Jack’s leadership team identified two priorities for the sales force based on this goal: they needed to increase their involvement with the software engineering department to include technical expertise early in the sales processes, and they needed to develop a better method for specifying the customer requirements in the sales processes.


When facing a task like Jack’s, the leader needs to identify which part of the leadership context is malleable, meaning it will allow the leader to shape it. How much a leader can shape context depends on the nature of the contextual factor, the other factors, and the leader’s mandate and energy to shape the context. The starting point is understanding which performance the leader is supposed to create through leadership influence—goals guide behavior! The leader needs to understand the organizational intentions and convert these into goals and operating principles for her part of the organization. This interpretation should be verified up the hierarchy.


Suppose an organization intends to drive costs out and efficiency up. In that case, it sets expectations for a department’s daily practices and behaviors. On the other hand, if the organization wants the leader to innovate and create new solutions, it sets other expectations for organizational behavior. After interpreting and verifying these expectations with the stakeholders up the leadership hierarchy, a leader can often influence the goal setting, the sequencing, and who gets which goals. The organizational intentions converted into goals and priorities set the tone for shaping the leadership context.


Jack verified the two priorities identified with his peers in the executive team. He aligned the priorities of closer collaboration and a new specification process with the chief operating officer, who headed up the engineering department.


Having clarified priorities as Jack did, a leader can influence which decisions, mandates, processes, or tasks are centralized and which are delegated to a department or a team. Also, a leader can formalize specific processes to ensure that instructions for how they should run are clear and can thus create the foundation for aligning behavior to the formalized descriptions. Likewise, a leader can guide behavior through resource allocation. The leader can promote performance and development by assigning staff, time, attention, or money to selected tasks or parts of the organization. It is about aligning the organizational setup and the leadership intentions with the strategy, goal setting, budget, and operating model. Within these frames, the leader can shape parts of the leadership context to promote the organizational goals and intentions. In continuation, organizational culture is a vital part of making an organization perform and is a central part of the leadership context.


Organizational culture is the shared perception of how to act and behave in an organization. To shape culture, we must focus on the relevant subcultures and direct our initiatives to those. A culture emerges when a group of people together learn how to collaborate, decide together, and respond to the conditions and challenges they face.31 When new members enter the organization, they are influenced by more experienced colleagues who teach them how things are done within the organization. Culture is reproduced through people’s behavior and interaction patterns along with how people talk about what is going on—that is, they keep confirming the shared mental pictures of their world. Therefore, a leader can influence selected parts of the culture by influencing how people act toward and talk about customers, safety, discipline, collaboration, or practices essential to performance and well-being.


THE THREE STEPS IN SHAPING THE CONTEXT FOR PERFORMANCE AND ENGAGEMENT


The global leadership context study and the follow-up research identified a set of best practices for shaping the context to promote performance and engagement. These interrelated processes correspond with existing research on effective learning and transformation.32 The process addresses three main elements:




	
Priorities & Principles,


	
Involving & Interpreting, and


	
Acting & Aligning.





Together these three steps form the acronym PIA, and the PIA Cycle has, since its early conception, been used by hundreds of leaders driving transformations. Besides refining the process, the real-life use has also proven the transformative power of the PIA Cycle, which we will see in many cases throughout the book. The processes of the PIA Cycle are illustrated in figure 8 below and are described in the following sections. We will revisit Jack and his team in each step.
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Source: Data from Noerby (2021).


Priorities & Principles


Verify and clarify priorities and principles up the hierarchy. The leader should identify the most critical organizational intentions—the balance between driving efficiency and promoting innovation. The leader should translate the organizational purpose into priorities in his area and ensure he understands the priorities in developing the human capital. He should engage with his immediate manager and other stakeholders to ensure that he understands the strategic priorities and verifies the ambition levels. If priorities are not cascaded top down, the leader is obligated to identify and verify the priorities and principles he finds most relevant, given his knowledge of the business. Suggesting and verifying these on one’s own initiative is an inherent part of effective contextual leadership. Any leader is responsible for having his organization operate from clear priorities and principles—even when these are not given from above.


It is imperative to understand the organizational intentions to secure focus on shaping the most influential contextual factors and avoid trying to take everything into account. Unclear organizational intentions can lead to analysis paralysis as one attempts to consider all possible contingencies triggered by the contextual dynamics.


Use priorities and principles to frame the focus into the organization. Framing is crucial in building strong contexts that promote performance. Framing is the mutual clarification of what matters the most for performance, collaboration, innovation, or any other theme in focus. Framing is a key driver in creating a common focus for directing attention and interpreting how to change behavior, processes, and procedures. The contextual leader’s task is to clarify his organization’s intentions, objectives, directions, priorities, and principles. In addition, he must also identify and announce the most important contextual demands to include in discussions, follow, measure, and address while operating. Together, the intentions and the contextual demands provide the priorities and principles that focus the leader’s work in shaping the context. This way, he provides direction and frames the solution space with the key contextual elements that should be on the radar. Framing allows the leader to express precise business priorities and clear ambitions, strategic objectives, and performance outcomes balanced toward the contextual demands. The leader should explain the why behind the organizational intentions and operating principles. The same goes for the contextual demands and reasons behind them. The priorities from the organizational intentions must always be there, as they serve as the main criteria for decision-making.


Jack engaged his leadership team with the new strategic priorities and the updated purpose of “assisting clients in releasing their potential of quality assurance.” He explained the changes in the external environment to clarify the why behind the choices. The company aspired to evolve to stay competitive and match the future external environment. Jack also highlighted the risk of not acting and the danger of becoming obsolete due to the limitations in matching customer requirements with the current portfolio of standard solutions. He explained how engineering had already been working on modularizing the current solutions into smaller components. This would allow tailoring without losing system robustness while remaining cost competitive.


The first version of a new specification process for tailor-made solutions was ready. Jack’s leadership team discussed and interpreted what new expertise would be required in the sales force and how the collaboration with the engineering department should develop. They also discussed who from the sales, engineering, finance, legal, and customer service teams to involve in which parts of the process.


Clarifying priorities and principles, as Jack and his team did, lays the foundation for the second stage in the PIA Cycle, involving and interpreting. However, a leader does not have to uncover all priorities and principles before engaging in interpretation and alignment. On the contrary, the PIA Cycle is a focused approach where the leader shapes the context bit by bit through his people’s involvement. Being contextually effective and shaping context is an ongoing learning process.


Involving & Interpreting


Involving the right people. The people who will eventually have to make things happen should be involved in an interpretation process. A leader cannot involve everyone in everything. Still, when it comes to shaping context, the significant players in the team and organization must be involved in the interpretation. Involving people in how to make things come alive is not the same as opening up the decisions about what needs to happen. The leader should control the what-how balance, but involving people in the interpretation is the key to successful organizational learning and performance.


Interpreting together. Sensemaking and sensegiving are two sides of the interpretation process. Sensemaking is the receiving process and occurs inside our minds when we are involved in interpreting what the demands, policies, rules, or principles mean to us. The leader ensures that the right people get together and facilitates the interpretation, surfacing, and alignment of different assumptions into shared perceptions of how the demands should be met in practice. Sensegiving is communication, ensuring expectations are clear, explaining how priorities, principles, and demands translate into behavior, and giving reinforcing and corrective feedback to align behaviors. Sensegiving is also explaining the dynamics in the context, ascribing meaning to what happens, and making sure people are influenced in their sensemaking of events, incidents, and messages. The leader is important in sensegiving, but more importantly, he should facilitate the surfacing of interpretations by asking many questions to activate the collective critical thinking in the team. Everyone holds their own mental maps with interpretations of the world, meaning that even though we listen to the same words, we will not necessarily ascribe the same meaning to those words. Thus, it is essential to activate people in the interpretation process and have them brief back on how they believe priorities and principles should be turned into behavior. What is OK and what is not OK? What needs to change and why? What are the next best steps that are within our action zone?


When it comes to shaping leadership context, it is imperative to make the sensemaking collective. You do that by asking people to share their interpretations and commit to actions. Collective sensemaking is crucial in strengthening leadership context by making interpretations a shared foundation for action. This influences the culture and guides actions positively related to performance.


Jack’s leadership team agreed that each of them should engage their parts of the sales organization in sessions on interpreting how to make the updated specification process work. What needed to change in the sales dialogue? How should the commercial teams acquire the skills to specify in the new modularized solution setup? They also agreed to include the designated engineering supporter in the first sessions to start building the collaboration around the new specification process.


The line of sight from intentions to actions should guide the leader in collective and individual sensegiving. This requires that the leader facilitates breaking down objectives and other intentions into actions with the team. This is because making sense of how one’s efforts contribute to the overall objectives is a strong performance and engagement driver. Besides breaking down objectives into committed actions for which people are held accountable, the line of sight also helps explain what is happening and makes it easier to discuss priorities. It also allows the leader and team to reflect on how actions result in positive or negative outcomes—what works and should be repeated and what should be done differently. Through this learning process, the leader activates the intrinsic motivational effect of contributing. The stronger the link between efforts and contributions, the more meaningful one’s job will be perceived to be.


Sensemaking is key in strengthening context because people choose what they do and how they go about it by following the meaning they ascribe to their world. We all act from our cognitive, emotional, and embodied maps of the world, yet under the influence of the social structures in which we exist. Sensemaking always takes place and guides actions, even when the leader does not engage in the PIA Cycle. Here lies a risk that can weaken the leadership context if people make a “wrong” sense of what is going on and reinforce each other in their perceptions. This can turn into (mis)beliefs about why resources are not allocated, why specific projects are not prioritized, why leaders made hard decisions the way they did, or why changes were made.


Thus, when the leader influences sensemaking, he gives sense to what is going on. He builds acceptance, preventing misconceptions from turning into counterproductive behavior, such as resistance to change or deviations from norms. Secondly, he lays a part of the foundation for self-directed initiative, allowing the followers to make choices conducive to the organizational intentions. Sensemaking takes effect when the leader frequently and consistently facilitates learning and explains decisions, trade-offs, and resource allocation linked to the organization’s intentions. It happens when he engages the team in how actions and effects align with the desired direction and purpose, followed by concrete agreements about how to get more of the desired actions. Sensegiving is also using the purpose to debate or explain hard choices and navigate dilemmas. The consistent application and messaging form the basis for internalizing the understanding as an employee, resulting in more organizational citizenship.


Jack and his team started by themselves, interpreting the new company purpose to ensure they aligned around sensemaking and could exemplify the why behind the strategic shift. They interpreted how that should change the mindset and culture in the commercial organization. Also, they would need a stronger purpose drive and more empowered action to integrate engineering into the sales process. In order to make this happen, the salespeople would need to discuss and perceive the engineering department differently. These beliefs and behaviors relate to particular parts of the culture, and the team formulated new principles that were included in the PIA sessions in the commercial teams: (1) Customer-centricity in solution design and (2) Engineering is our closest ally. They engaged the sales teams in interpreting which behavioral and mindset changes these two principles required. They wrote these commitments down and brought them back into the leadership team. They used the commitments to follow through on the behavioral changes in the biweekly meetings.


It is vital to facilitate that people read back how they will act out the priorities and principles. Making people explain how they will convert expectations to their behavior influences the beliefs and assumptions underpinning that behavior. It shapes beliefs when a group makes concrete agreements about what to do more and less to meet the priorities the leader frames. A shared process in a group of employees creates a social bond about expected behavior. It allows members in the group to surface their disagreements and worries about any demanded behavioral changes. It allows the leader to clarify the demands for assuming new behavior, working in new ways, following new processes, or changing attitudes. The leader can insist on how to act going forward and explain why it is crucial. The group can be involved in what it takes to make it happen, whether training is needed, how to collect feedback, and how to help each other promote the new behavior. The involvement creates positive mutual support and peer pressure to follow the new agreed-upon standards and attitudes. The leader should demand that we act our way into a new understanding, since there is no basis for learning without experience. That encompasses a demand to act in a new way for a period before evaluating how that new way has been working. It takes time to get used to new ways of working, and it takes repeated interpretations of what makes the new ways work before experiences settle in as beliefs. Hence, the third step in shaping context requires reinforcing commitments to the desired behavior and repeating the why.


Jack and his team had multiple sessions before carrying the transformation into the organization. Something happened during these sessions: the leadership team together realized what needed to happen and why. Their interactions between the meetings with legal, engineering, and customer service leaders matured their understanding. The interactions built new beliefs about what the company was to their customers with each of Jack’s leaders and, as Jack told me, also with himself. During the month the leaders spent preparing before involving the wider commercial organization, they built a shared understanding and ownership. It turned out that the same transformation of beliefs, attitudes, and understandings was a crucial driver when Jack’s leaders started the PIA sessions in each part of the organization.


Acting & Aligning


Committed action, please! The interpretation step of the PIA Cycle must end with clear, committed calls to action. These may be clear agreements about who does what or commitments to new ways of acting, behavior changes, stopping certain initiatives, or reallocating resources. Without specific commitments, the interpretation will rarely convert into action. Action is the precondition for learning, the key to the Acting & Aligning stage. This stage is about acting our way into a new understanding of how things are done within the organization. It is about making people use the new processes as they were intended or making the new form of collaboration and coordination work between two functions in the organization. It involves changing the way we talk to each other and interact. Such development demands committed, observable action that we can follow up on to learn and align with how we intend things to run.


Aligning is learning together and keeping each other accountable. In the Acting & Aligning stage of the PIA Cycle, the leader facilitates learning and shared decision-making to adjust behaviors, processes, structures, or resource allocation to optimize performance. Reinforcing and correcting the behavior to align with agreed-upon commitments, along with having repeated discussions about why we are shifting attitudes or ways of working, is key to building culture. This is done through feedback between team members and from the leader. It is done by having recurring team dialogues about getting more of the desired behavior and why doing so is relevant. It is about having team sessions sharing experiences, interpreting what worked well and what should be improved going forward, ending in agreements on what to do more and less, and finally, agreeing on when to follow up again. The practice reinforces the interpretation of what good looks like and provides a platform for building shared beliefs about its value. In these follow-up PIA sessions, the leader and team should focus on two types of alignment: (1) aligning behavior to the agreed-upon practices and (2) aligning the context to promote the organizational intentions and desired performance.


Aligning behavior to the agreed-upon practices involves aligning organizational behavior and daily practices to the intended ways of working, documented processes, methodologies and decided-upon rules, regulations, values, codes of conduct, policies, and principles. It involves the corrective actions we decide in our recurring follow-up meetings to make new ways of working succeed, such as ensuring that the sales force enters the agreed-upon data from every sales meeting into the CRM system so that we can analyze the data and act on the patterns. Making that happen can require repeated follow-up dialogues to motivate the behavior and help the sales force commit to it. This is the interaction between acting and repeated involvement, where we learn together and make new commitments in the PIA Cycle.


This is also when we recognize that our behaviors must change because of changing contextual requirements. For example, a leader might choose to meet negative effects from increased external threats by engaging with their team more often to ensure quick decisions, or a team might increase the number of team meetings to meet increasing interdependencies.


Aligning context involves checking if adjusting any structures and processes might create a better fitness for current and future intentions and help desired performance emerge. It is ensuring alignment on what we aim to achieve; that is, the intentions, goals, objectives, performance demands, and prioritization between them. Identify competing priorities, and clarify which goals are most important. This involves aligning processes, roles, rules, regulations, principles, methodologies, measurements, systems, and other structures to remove competing priorities. In continuation, we learn when we act to make new practices and processes come to life. Making sure that we align the documented processes, work instructions, methodologies, rules, and regulations to real-life best practices is part of driving learning through the PIA Cycle. This part of alignment includes adjusting roles, responsibilities, standard operating procedures (SOPs), measurements, instructions, policies, system flows, and other structures that maintain behavior to reflect what we have learned to yield the best performance. It can also encompass adjusting the organizational intentions to fit reality in cases where objectives and performance criteria need to be adjusted. Perhaps experience has proven that performance ambitions can be raised or that the initial business priorities need to be adjusted since the market opportunities require reprioritization.


Jack’s leadership team set a time frame of two quarters for integrating the new specification process. First, they trained everyone in the new specification tool. Then, they embedded the PIA sessions as part of the biweekly sales meetings and worked on sharing experiences, learning together, and committing to using the new specification method in the ongoing sales processes. They identified necessary changes in the ERP system and quotation and contract templates to optimize the approach. These necessary alignments were escalated to the leadership team to ensure alignment across the commercial organization and with legal and finance. Each leader ran the PIA follow-up sessions by asking the sales reps to account for their application of the new process. This created positive peer pressure. Also, during this period, the leadership team decided to align the incentives for sales reps to recognize and reward selling tailor-made solutions.


As Jack’s leaders learned, follow-up sessions with the reflect-adjust-commit dynamic are an integrated part of succeeding in the Acting & Aligning stage. The aim is to streamline behavior and context to help performance and leadership rather than hinder it. The repeated involvement and interpretation influence the shared and individual prototypes of good customer service, planning behavior, or collaboration, which builds culture! Over time, this process of influencing culture by involving people in the three steps settles in with most individuals and becomes their personal beliefs. However, despite a persistent influence from a leader to make a new culture emerge, some people might not take over the new beliefs about how things are done within the organization. They keep acting and advocating in the old way. Then the leader faces a choice—either to accept non-desired and counterproductive work behavior, which hinders performance, or to dismiss the employees who could not be coached, motivated, and helped to change their behavior and attitudes.


This highlights an important consideration in shaping the leadership context—changing people in the leadership context. We all hold particular expertise, values, beliefs, and personalities. So, naturally, if the composition of people changes, that influences leadership context. The leader can reallocate people to different projects, functions, or departments to shape the context to promote success. Also, if mandated, the leader can add people holding the necessary expertise, values, or personality types to promote performance. Changing the people composition has a significant influence on performance potential. Hence, recruiting or removing people from a department is vital in shaping the leadership context.


During the transformation, Jack’s leadership team realized that not all sales reps were good at tailoring solutions in the sales process. They tried but failed to meet the requirements of the new incentive structure and lost engagement. Some of them were top performers before the shift in strategic focus. This experience led to an update of the incentive scheme to support organizing the teams, with some sales reps mainly focused on selling standard solutions and others engaging primarily in tailored solution sales. Also, during the following year, more people with engineering skills were hired into the sales organization when the staff turnover opened the opportunity to do so. The leadership team learned that keeping the focus in the biweekly sales meetings had been a key transformation driver. They also learned that the last part of the PIA Cycle, lifting good practice from team to team, yielded many good results.


Observing and lifting good practice to organizational standards. There is an important organizational learning level to the PIA Cycle. It is about observing good practices in the organization and benefiting from the experience in one team by transferring the practices to other teams. This involves tapping into the work practices in a part of the organization to discover which work practices can be turned into methods and principles that could be made “company standard.” Such observation can be done through internal audits of the practices in the company’s factories and lifting the best methods to a set of production principles that are then implemented across the other production plants through PIA Cycles.


This observe and lift process is key for successfully deploying any strategy. The deployment should cascade down through the leadership teams in the organization based on clear priorities and principles that have been interpreted in the leadership team above. When the interpretation process has run in the leadership team lowest in the organizational hierarchy, the plan of committed actions should loop back up the reporting lines. By following PIA Cycles in the deployment process, you ensure that the changes needed to realize strategy are understood and qualified through discussions among those who are going to make things happen. You also get feedback on feasibility, resource constraints, and misalignments across units and get a sense of the commitment to make things happen. You cannot effectively deploy strategy, organizational change, culture change, or any other significant reshaping with communication that does not include involvement and interpretation. These dynamics are fundamental when shaping culture and are discussed more in chapter 8.


Jack and his team succeeded in lifting several good practices across the teams in the commercial organization. The value arguments in negotiating the pricing of the tailor-made solutions turned out to be a vital profit driver. One of the teams found a very effective way to prepare for negotiations by building a catalog of value arguments and objection-handling phrases. This catalog was lifted across the teams and enriched with experience from the other teams. The updated version was deployed across the teams in the biweekly PIA sessions. One team developed a pre-sales diagnostics sheet for vetting whether a customer would benefit most from a standard or tailor-made solution. The sheet was lifted to become a marketing tool deployed to all teams as a standard way of operating.


During this period, Jack and his leaders were reminded of the importance of walking the talk and how good examples from one team inspired the other teams to transform. They learned the value of role modeling, and thus, we end this chapter with insights into the dynamics of role modeling.


ROLE MODELING


A large part of the leadership context comprises people and how their shared interpretations guide organizational behavior. Hence, role modeling is crucial for effective contextual leadership.33 You must walk the talk and show the way, and others will follow! Any leader is on stage, and their behaviors are interpreted. Followers observe which actions are taken, and, equally important, they observe when they experience that no actions are taken at times when they feel action from the leader is necessary. As noted here by Mike Frausing, speaking from more than three decades of global leadership experience in multinational companies as well as start-ups:


[image: ]


[image: ] The organization will look up to the leader to see if he or she is “living the culture” …if not, they are not likely to follow the rules. It’s critical that the leader is a good example and “walks the talk.”


Mike Frausing, CEO & Owner at Andvari Holdings, Singapore
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We all notice if a leader acts consistently, guided by the same principles across different situations. It also makes a difference whether a leader engages often enough to build an understanding among followers that allows them to act in the leader’s spirit. The driver behind the mechanism is observational learning, and it applies even if it isn’t intentionally orchestrated. It provides the leader with a huge opportunity to influence followers by exemplifying desired behavior. It is accelerated when combined with sensemaking, explaining why the course of action is desirable and which outcomes it influences. The sensemaking should be followed by a dialogue about how it can be taken over by the observers and, finally, by entering into clear agreements about trying it out. Acting in new ways allows the leader to follow up and investigate experience. Uncover what worked and what did not together with the followers who have tried the new behavior. This dialogue allows the leader to express demands for new behavior, ask for commitments to act in new ways, and hold people accountable for the agreed-upon actions. This learning cycle reinforces the alignment in the team, and the contextually aware leader should always be focused on building the desired behavioral standards into the team by repeating the PIA Cycle.


It is worth noting that if the process is not orchestrated, it emerges anyway—people observe the informal role models, interpret how to act, and align their actions to the accepted group norms.34 Unguided and informal role modeling creates a behavioral path dependency, which can create performance challenges. Conversely, engaging in the PIA Cycle can shape the context and break counterproductive path dependency, as emphasized by Joep Bovens, who has more than 15 years of multi-cultural leadership experience as an operations director in facility management, a highly people-intensive industry:
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[image: ] Being a role model as a leader drives behavior. It’s embedded in human DNA. Everyone (sub)consciously will deploy behavior to meet their manager’s and significant peers’ expectations. If these expectations are set by authentic behavior that supports collaboration and performance, role modeling will have a substantial positive effect.


Joep Bovens, Head of Transformation at ISS, Germany
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Luckily, there are role models among the employees in most organizations who deeply understand the purpose and act it out. They are active in suggesting initiatives promoting the purpose and acting toward peers and customers. We know who they are. They are energized, and their positive energy is infectious. They go above and beyond. They show the way. These role models are an excellent source for reinforcing the desired behavior, both when aligning to “protocols” and promoting the alignment in behavior between significant players. Any leader should actively identify the good examples, share them with others, and explain why these actions guided by purpose are so desirable. Then the leader should make explicit agreements about how others can try to act out in similar ways and follow up on the experience. Role modeling should be used actively by the leader to reinforce desired behaviors. It is both leading by example and, equally important, identifying examples from the organization and using them to commit to and motivate similar behavior. It is about the power of storytelling combined with precise demands to act similarly. It is also about direct leader feedback correcting and reinforcing desired behaviors.


The following chapters unpack the factors in the leadership context, their nature, their effects, and how to lead in context. Read the chapters to understand how the leadership context force field comes together. From there, use the book as a tool, consulting the parts of most interest. Not all factors matter equally in different leadership contexts, so prioritizing your time on the factors most relevant to you makes sense once a coherent understanding is established.









CHAPTER 5
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LEAD FROM THE ORGANIZATIONAL INTENTIONS


Leadership should be exercised in alignment with the organizational intentions. Thor, a leader I have worked with for many years, took over a furniture company as the CEO. The company was in dire circumstances. The company produces ready-to-assemble furniture delivered in flat-packs to low-cost and middle-segment furniture stores. Over the years up until Thor took over as the CEO, the sales force had pursued differentiation in the highly competitive market by offering the customers customized variations of the furniture portfolio. This had incurred high shifting costs, led to many mistakes, and created a logistical nightmare for production. In addition, the product portfolio had evolved to cover multiple rooms, including kids’ rooms and bathrooms. Both room types have product quality requirements that differ significantly from the company’s original focus, living rooms. Profits plummeted, and the former CEO addressed this with the sales force multiple times, only to find that they had introduced more variations to increase the share of wallets with their customers.


To lead effectively, a leader must understand the organizational intentions—the operational and strategic priorities. Suppose the leader has not been part of the strategy process. In that case, it is imperative for the leader to engage with someone who can fill him in on the reasons and assumptions behind the strategic priorities so that he can understand the design choices behind the operating model, the prioritized value drivers, and the guiding principles for how the company intends to operate. Leadership is influence exercised by anyone in the organization over others in order to realize the organization’s intentions, aims, and objectives. In order to exercise effective leadership, it is critical to profoundly understand the organizational intentions and the related value and loss drivers. Is the intention to drive efficiency by utilizing existing knowledge, innovate to create new value with new knowledge, or both in a balance? It is imperative to understand how organizational capabilities, especially human capital, enable or limit efficiency and innovation activities. This sets the tone for developing people and relations, which is vital to effective leadership. Also, it is a foundation for effective leadership to understand how the organization’s purpose translates into leadership priorities.


OUTSIDE-IN AND INSIDE-OUT


An organization will have a balance between an outside-in and inside-out approach to its strategy and operating model. The balance comes down to how the organization yields value from its internal resources by matching the opportunities and demands in the external society. The outside-in approach is where an organization focuses on understanding and catering to the needs of its external customers and lets that guide the development of its internal capabilities. The company’s activities and internal priorities are guided by the market demands, product trends, and other outside opportunities to offer services or products that match these requests. In the outside-in approach, leadership must be guided by a mindset of customer-centricity, market orientation, and external sensing to pick up and exploit the opportunities in the external market. One company that exemplifies this kind of strategy is management consultancy McKinsey (www.mckinsey.com), which tailors its solutions to develop their clients’ organizational performance. Their solutions depend on their clients’ industries, legacies, product portfolios, brand power, and target markets. They are customized, and the ability to understand the customer and their operating conditions is a vital part of the value proposition.
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