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THE


PERFORMANCE


TRIANGLE


Performance is part of what people do. For most of us, sports provide a playing field where we can stretch our potential, test the limits, and feel what flow means – the state where we perform at our peak. Climbing in the mountains is one of these sports where performance becomes easily visible and flow turns addictive. It takes experienced leadership to set the pace for the group in a way that minimizes their effort over a four or five-hour hike, safely performing at a 1,000-meter altitude difference. The system is simple: a steady pace provides the rhythm, trust limits any interference to potential, and a high level of awareness – listening to the sound of the boots in the snow and the breathing – allows for agile adjustments to remain in tune with the group. The result is a setting that we call in business culture. It is an environment that helps all members of the group to release their productive energy and to succeed. The way to get there becomes more important than the goal itself. The mountain peak is the symbol that mirrors leadership, systems, and culture to frame the Triangle.
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DIAGNOSTIC
SELF-MENTORING


Today’s business environment has changed and with it the way we run organizations. It’s a new era: Markets are dynamic, complexity increases with size, ambiguous signals and uncertainty challenge strategy and leadership. To win in such a volatile environment, leadership teams in most industries must be agile – flexibly react to early signs and act on them quickly. These are considerable challenges even in normal times. The critical question most leaders must ask themselves is: Are we changing as fast as our environment does?


An agile organization needs good decision-making at all levels – from the centre to the periphery – tapping into the full potential of the people, the operating model, the information technology, and leadership practices. In the increasingly complex operating environment of organization where stakes on even small decisions are high, leaders need to rely on employees at the periphery to make decisions. As decisions are made by people, the task is to create an operating environment where people focus on purposeful, value-adding tasks, and share what they know to unlock creativity and accelerate growth.1 With delegated decision-making, people at the front hear early signals and act on them quickly to make a difference at the client front.


People in organizations don’t make decisions in isolation. They need to interact with others to apply their ideas, creativity, and knowledge. This kind of decision-making involves change in culture, leadership, and systems as reflected in institutional norms, incentives, operating practices, managerial principles, and corporate routines. It requires intensified interactions within the organization and its outside stakeholders. The quality of the decisions and their implementation greatly depend on whether organizations are able to close the knowing-doing gap – translating knowledge into action.


Your organization has most likely been around for decades and is led by managers that are trained to follow inherited procedures and rules with tools that have been built for effectiveness. But the routines that we use to set goals, create plans, allocate resources, manage operations, and measure performance are unsuitable for today’s fast-moving businesses and the need to manage future challenges. Hence, the operating system of our businesses needs a fundamental rethink2 for two reasons: (1) Knowledge workers, as Peter Drucker called them, work differently.3 (2) The focus of leadership shifts from efficiency to include agility.


Agility means innovation, and with this an entrepreneurial spirit and the guide for intense interactions and utmost client orientation. I define innovation as the successful implementation of creative ideas in an organization.4 But where do we take it from? Creativity, ideas, knowledge, and the ability to learn are readily available in (most of) your organization. The challenge is to mobilize the energy for the benefits of clients. In the new era, 75% of all jobs require knowledge. Knowledge is the most critical resource in most of today’s organizations. And most knowledge resides with people – not the organization. But how do you translate that knowledge into action and performance? How do you make the knowledge stick with the organization? In a recent poll by The Economist, 81% of respondents expect knowledge exchange and collaboration to be important for the interplay between agility and innovation.5


Client orientation is the ultimate benefit of an agile organization. It means to focus, integrate and reconfigure the energy and resources “in a knowledge-rich environment to provide customer-driven products and services in a fast-changing market environment”.6 It further means the “ability to respond to and create new windows of opportunity in a turbulent market environment driven by customer requirements cost-effectively, and rapidly”.7 If you are not agile, you can’t do it, because customer expectations are never static.8


For higher agility, people need to be at the centre of your attention. To come to this conclusion, we need to make the following assumption: Since European Humanism in the 18th century, people have been seen as responsible, critical, self-developing individuals. They want to contribute, learn, and grow. However, there is no such thing as the image of mankind. We are all different, unique, and mostly irrational. But this generalization helps us to better deal with the fissure between what people need to perform well and the current reality of control in most organizations. Indisputably, people are central to creating an agile organization.9 And in agile organizations, the true value of people is in their relationships, interactions, and collaboration.


Why a book on leadership with a focus on people, agility, decision-making, and managerial control? Here is my personal story: I tossed the idea of a book around for many years until a defining moment when I made the decision to write. It is when the focus of the book became clear through two observations that resulted in my “aha!” – one of those magic moments that lead to ultimate clarity. During a seminar for chief executives in the Middle East, the owner and leader of the first private hospital in Riyadh volunteered a comment: “You always put people first when you talk about future challenges,” and she continued, “this is very refreshing to me”. I took note and thanked her for the kind comment. That was it. Four weeks later, I was asked to run a strategy workshop for a friend of mine who had taken charge of a well-known service club nearby. Quite nervous about the event with key industrial, political, and military leaders, my friend introduced me as a facilitator – “I decided to engage Lukas for the workshops on our future challenges because he is one of the few high-level advisors that cares about people”. The ice was broken. Participants accepted an advisor that did not come from the big five. It was a success. I went on to do other stuff.


It took me another two weeks until a specific moment with beautiful sunshine on skis that I will never forget. I stopped with a view to the mountains and the idea was there. I understood what both had said. It finalized my decision to write. After reflection, I realized that two critical pieces of feedback did not reach my attention. My awareness had a filter that sorted out important things as they fell through my attention. The filter had a name: stress, fear, expectations to do a good job for clients and a natural dose of pride. My own interferences kept me from using the feedback, raising the level of awareness and paying attention. I did not see the essential things that were important to me – the clues to being flexible and reacting to early signals.


The insight was that “putting people first” is an important message, and I realized that I had been working on this for years. It acted as a wrapper around a well-developed piece of work that was difficult to box into one thing until now: What can CEOs do to become agile with their organization while simultaneously getting more mileage from the people in their organization? It became clear that one needs the other. Higher agility requires dedication to people.


Since that moment, I deliberately observe my wording and emphasis in speeches and seminars. I’ve installed a few observation points to get feedback and to help me learn. This experience has started a conscious process with a deliberate focus and attention on people. The magic moment combined the insights from the feedback with my experience and the work of supporting leaders who manage organizations for superior performance. I had the choice and made a deliberate decision: trust in the idea, make the toolbox to manage people the core idea, and focus on writing the book – finally.


During this book, I will use analogies and metaphors from sports. It has a specific background and intent. Ten years ago, I had the opportunity to participate at an inner game workshop on skis with a friend of mine. After 40 years of skiing with experience on the race track, intense touring in the Swiss Alps, and teaching skiing as a student, I discovered a new, more fulfilling approach to skiing. The intensity of the feedback from observing rather than the control of the movement resulted in a deep learning experience. It not only improved my overall performance, it also made skiing joyful and fun again in a new dimension. It became clear to me that this had deep implications for the work of leadership.


When I turned 50, my wife asked me to join her on a driving range – golf being something “I don’t do, coming from the mountains”. She has tried that for the last 25 years. The agreement was that I would take a golf lesson. I remember every part of that lesson from a golf pro. Since then, golf has become part of my life – maybe more so than skiing. Learning something completely new has reinforced my conviction that I needed to deal with my self-induced interferences in order to exploit the potential of my golf swing. Skiing and golf are similar in the sense that both sports require self-control. There is no partner as with tennis who influences your game. In that sense, the game is fully “under your control”. As my friend once said, offering feedback: your golf is still in a controlling mode. I continue to have to work on a more self-determined game. It’s fun and learning takes place. I become more agile in the way I deal with my challenges.


By reading this book, you are invited to join the experience. It is designed as an option to help you raise awareness for people, to make a deliberate choice for learning, and to focus your attention on making agility work for your organization.


Back to business. To capture relevant opportunities, leaders must set the stage for people to deal with their challenges of work: bridge the outer game with the Inner Game of Work.10 In that sense, the outer game represents the internal and external challenges that people face when they perform. The bridge is needed to ensure that there is minimum interference occurring from within the individual and the organization. Interferences limit the potential and reduce overall performance. “The main obstacles to improved business responsiveness are slow decision-making, conflicting departmental goals and priorities, risk-averse cultures and silo-based information.”11 Furthermore, expensive but unexploited potential – your employees – is an impediment to growth, in particular in businesses that depend on the knowledge of creative people who want to contribute and perform.


Why people first? Work is always work for others, e.g. customers. Without a customer, work is not work. Leadership is about allocating resources to customers. It is your core values that rank your interests as a tough choice between customers, employees and shareholders. But the need to prioritize your core values is independent of your choice of primary customer.12 There is no right or wrong. It is more important to make that choice deliberately, communicate it clearly, and align your values accordingly. Regardless of your primary interest, people are important assets. People-centric is a discrete decision and a deliberate investment in people. It is the choice for agility, innovation, and growth.


Innovation is the essential capability that sets organizations apart. And, as Gary Hamel states, “Growth is the scoreboard, not the game”.13 Innovation is about people. It is the creativity of people (labour) that makes the difference. Money (capital) is not creative per se and not an alternative resource for innovation. The investment in people means innovation. Today, we live in societies where there is freedom to think and do as we wish. These are the essential prerequisites for innovation. In return, we owe much of our happiness to creating something. The experts agree: human beings are the happiest when they are using their creativity.14


The people choice has consequences. It is a big shift for most leaders from where their organizations are to what is needed to manage in the knowledge age. The old tools don’t work in the new era. Just reshuffling the toolbox does not do it. Corporate leadership takes a fundamental retooling. This also means that leaders need to learn new ways of using the tools, change their habits, and alter their practices to support creative people. Moreover, the deliberate choice for people-centric makes people successful and simultaneously reduces transaction cost. Much of the control mechanisms can be reduced to gain self-control. It returns superior yields to customers, employees, investors, and to you as a leader.


Diagnostic self-mentoring does not follow a normative checklist – the one best way to lead. It rather works as a self-assessment, helping you and your leaders acquire new insight, and combining it with your own experience for superior learning and growth. As such, it follows a mentoring approach with seven questions as the guide. The diagnostic offers carefully selected observation points to decode your leadership. Various tools help you lead your team and manage the operation. This book is intended to guide your self-mentoring path: at your own speed, your desired depth and with nobody interfering with your learning.


SEVEN QUESTIONS


This book – mentoring you to ask yourself and your team the right questions – is based on three ideas: (1) Manage the operation, (2) Build the operating system, and (3) Involve the team in doing this to ensure you win the game.


First, as a leader you must “work in the system”. This means making decisions: Think, decode, and make sense help you to ask simple what and when questions. Work in the system is about balancing various tensions as you decide on what opportunities to tackle and the specific challenges that you need to deal with. It is about using the firm’s operating system with its current routines, rules, and tools to get things done.


Second, you need to simultaneously work on the system. This is to enable good decision-making throughout the organization: decide and design help you ask how questions. “Work on the system” is about creating the environment for a people-centric culture, where people release their productive energy, are creative and flexible to react to change. As such, create, maintain, and adapt the culture, leadership, and managerial systems in your firm to cope with higher challenges.


Third, engage people in the conversation about what it takes to succeed. Ask who and why questions to get organized and coach your team to manage accordingly.


These questions are a constant companion: use them for meetings, workshops, seminars, or any dialogue with people in your organization. You and your team have to be able to give consistent answers to some of the most important questions from your people.


Seven questions engage your leadership team in the conversation about the game.




Seven questions


1. Why does it matter to you?


2. How do you know it’s there?


3. What does it mean to your team?


4. How do you ensure it’s everywhere?


5. How do you make it stick?


6. Who is accountable for making sure it happens?


7. How do you lead with it?





The first two questions test whether you have created a solid underpinning for a people-centric culture. The third question addresses your ability to focus everyone’s attention on your agenda. Questions four and five ask whether you have done enough to energize the talent that means success. Question six deals with your ability to make the change happen. And the final question seven puts it all together in a simple but effective management tool with five steps as your leadership cycle.


The development of the questions began 25 years ago. Many years of interesting assignments with a leading financial services firm provided me with rich experience in leading businesses and corporate staff teams in different cultures and asking questions over and over. The unique opportunity to develop state-of-the-art strategic management systems, to lead a corporate structure design project, and a large-scale post-merger integration project created a high awareness for what it takes to build, lead, and maintain an organization. This was when I started to write the questions down. A pattern emerged.


In the last ten years, through the delivery of many executive leadership programmes, I tested and refined the questions with the experience from working with many clients. At the same time, the creation and use of the AgilityINsights Diagnostic™ for my mentoring work helped me to structure the questions in a way that supports leaders effectively, using them for sizeable challenges and in a variety of circumstances.


It is recommended that you use The Performance Triangle in line with the diagnostic tool. The book outlines the corresponding practices for corporate leadership in the knowledge economy with the scientific background, practical “things to do”, “things to avoid”, insights from our research, and extended literature on 30 practices. As such, use the book as a guide and resource for your corporate development work.


DEVELOP YOUR GAME PLAN


Why are these questions essential for success? Simply because it is your game. Each is part of an essential game plan you must apply to successfully transform. It is a sticky game as it is not mobile, and it cannot easily be decoded. As such, your people-centric approach is a competitive advantage that matures over time.


It is a different performance plan. It offers insight and questions to enable the learning of your team. The seven questions provide observation points to focus your attention and create the experience. Focus means that it is more important to know where you are than what things need to be. This is why I provide questions that help you understand where your organization is with respect to putting people first. “Observation points” are the tools that translate your experience into performance.


I know that providing best practices, tips, and recipes does not work. This is why I offer my personal experiences from sports rather than business-oriented client experiences merely to illustrate my reasoning. Your task is not to copy – rather to make your own experiences faster and better than your competition. The value comes from your own doing, whether they are successes or failures.


I use a double loop learning15 approach to guide the mentoring process. The first loop, as work in the system, functions like a thermostat. Once you have set it, it will correct the temperature to your standard. The second loop, as work on the system, will challenge your standards. It helps you and your organization to reexamine your leadership, hence it makes learning a process that addresses the governing variables of your business.


To support the learning, I often use the positive power of negative thinking: the things to avoid in order to learn what should not be done. The reason is simple. Economic theory is a positive theory. It explains the world as it functions. But this does not mean that every theory should be used as a blueprint for action. “All descriptive concepts, once they are used to organize reality and guide behaviour, become normative.”16 Such checklists or rules reinforce central tendencies with mediocrity as a result. Copying someone else is the attempt of becoming the same. In a book about people, we should refrain from treating everyone the same. For example, just because everyone uses incentives to motivate people, it does not mean that this is the right thing to do for every person. Effective managers do not work towards average results. Hence, the idea is that you develop your game plan by avoiding things that don’t work and by using your own insights to think about what might work better. Use the following diagnostic to start your personal experience and game plan.


THE DIAGNOSTIC: DECODE AGILITY


My job is to raise the questions and provide a scoring mechanism to focus your attention. Your job is to engage the team in a conversation to find the answers. I want to challenge your thinking. You might disagree on a specific point of view. This is perfectly fine. By using these questions, your organization will remove the obstacles, then support you to build the capabilities for innovation and growth.




[image: image] How agile is your leadership?





Figure 1 lists the self-assessment questions of the AgilityINsights Diagnostic™ (AID10)17 to get your thinking started. The scores will provide you with a clear answer and guide you through the next steps.


Instruction: Score your responses with a circle on High, Medium or Low as follows: H = We are the best that I can think of M = We hit the middle group; L = There is ample room for improvement.




Figure 1: The AID10 diagnostic


For yourself, your team or your organization, to what extent do the following statements apply?










	A My organization is well aligned to deliver what it promises to all stakeholders. It attracts the right clients, employees, and investors with a compelling strategy.


	H M L







	B My team shares the same intent, agenda, attitude, and beliefs. It does what it says and releases productive energy to drive performance.


	H M L







	C All leaders enable trust through productive conversations on direction, purpose, expectations, and boundaries. They rely on responsible people to get stuff done.


	H M L







	D Our infrastructure supports good leadership and decision-making without too much bureaucracy throughout the organization.


	H M L







	E Our policies clarify the rules of the game with the right balance between rigorous standards and sufficient degrees of freedom. They make people accountable.


	H M L







	F Our processes help everyone set the pace, and raise the awareness for critical decisions with adequate control. They help us reduce complexity.


	H M L







	G All our controls help people focus on important things. They give people sufficient guidance on how things are to be done in a fast-moving environment.


	H M L







	I We/I freely collaborate and exchange information across organizational boundaries for high efficiency and leverage.


	H M L







	J We/I have reliable relationships and establish trust with key customers and supports within and outside the organization.


	H M L







	K We/I have everything available that helps me/us find purpose, establish a clear identity, and fully commit to what the organization does.


	H M L










Next step: copy the next page with the Performance Triangle (Figure 2) – you will use it as you continue reading. Insert your scores as H, M or L into the boxes using green for H, yellow for M, and red for L to highlight the results. For now, don’t worry about the dotted line boxes; they will be filled with meaning as you continue reading.


If you see too much red, then immediate action is needed. The book will show you how to get there. If you see mostly yellow, then it’s time to break out of mediocrity. Keep reading in order to find the subtle difference. If you see all green, then reading this book will confirm that you are on the right track. Keep reading to stay ahead of the pack.




Figure 2: The Performance Triangle – your organization’s scorecard
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Record your three most importing things to do as you continue reading:


1


2


3





AGILITY ESSENTIALS


The Performance Triangle is the model that we use to relate leadership, systems, and culture to the success of an organization. It outlines what we call the firm’s operating system – the administrative underpinning for superior corporate agility. As a corporate development framework, the Performance Triangle provides the frame to build the capabilities required to achieve higher levels of flexibility and speed in dealing with a turbulent business environment.


The original idea of a frame to structure administrative work goes way back to Max Weber, 1947, with his renowned writings on modern bureaucracy.18 He argued that firms need to get organized in order to capture business opportunities. Authority, control, division of labour, hierarchical structures, formal rules, and human interactions were the themes. But the times and the requirement for effective control and organization have fundamentally changed. The needs are not so much on managerial efficiency as they are on new approaches to deal with an ever-changing environment, incorporating changing requirements for modern knowledge work.


This is why I use the triangle to define the operating system by starting with success; the features needed to reach peak performance and the state of flow. Success is what the organization actually delivers. Culture relates to the organization of collaboration and how this releases productive energy. Culture shows how the organization really operates: Attitudes, norms, politics, and actual work. Leadership is about the interactions of leaders and employees as well as their relationships based on trust. Systems represent the institution with its routines and principles for people to assume responsibility, to find purpose, and to collaborate across organizational boundaries. Culture, leadership, systems, and success influence each other. There are distinct relationships to explore.


Culture, leadership, and systems at the corner of the Performance Triangle represent the Levers of Agility – the things that can be altered to enable higher levels of agility and often the causes of an infected culture, faulty leadership or erroneous systems. The sides with collaboration, purpose, and relationships represent the robustness of an organization – the features that need to be developed for sustainably agile capabilities.19 A strong common sense, reliable relationships, and purposeful collaboration are needed to withstand unexpected external shocks. In that sense, agility and resilience go hand in hand.


The Performance Triangle is the model for how to think about agility. Responsiveness, competency, flexibility, and speed are some of the attributes of agility. The model integrates and aligns these factors into an interdependent system20 with people, their knowledge, and their creativity at the centre.21


You will decipher the wealth of the meaning of the Performance Triangle and essentials for people-centric leadership with the help of the seven questions. Learning will take a u-shape. Initial clarity will blur with detail. With increasing depth and insights, everything comes together in your defining moment with a higher level of understanding. Take your time to follow the path.


1 WHY DOES AGILITY MATTER?


Question one helps you to think through why agility is important and how it contributes to success. Simultaneously, it outlines what it takes to “play your game”.


As a leader, it is your task to deliver value to all stakeholders. Therefore, you evaluate market opportunities, potential risks, and the challenges of a competitive environment with your leadership team. You will decide on your agenda with a customer strategy to deliver superior growth. This includes making choices among competing demands on scarce resources.


But a turbulent environment has a significant negative effect on competitiveness. “It undermines an organization’s capacity to respond quickly and recover effectively from setbacks”.22 The ability to deliver on the promises, the attractiveness of the value proposition, and the capabilities to build competitive advantage are the signs of a successful organization. Increasing volatility and uncertainty make it necessary for firms to sense opportunities early and act on them quickly – the requirements for superior agility. As such it becomes clear that agile firms are better off competing in an adverse environment.


Innovation is required at every level to satisfy demanding customers in an economy where information and knowledge is imperative. Globalization and the increasing complexity of organizations require a culture of collaboration across organizational boundaries supported by new technologies.


The Performance Triangle helps you and your team understand how effective the organization’s operating system is in supporting your outer game.


2 HOW DO YOU KNOW AGILITY IS THERE?


With clarity on agility and what it takes to get there, use your scores to spot the areas that require your immediate attention. Most likely you will need to address the inner game to cope with the challenges of your organization. As such, question two introduces people, leadership, and systems to decode the traits that help you reduce the uncertainties related to today’s market environment.


Performance is always delivered by people. As such, it is your task to establish an operating environment for people who are ready to perform, who are able to contribute, and who want to have the opportunity to apply their full creativity. This outlines the requirements for a people-centric approach as a guide for how to build the key elements that enable employees to experience flow – the state of peak performance. It is obvious that this claim assumes a different image of mankind, requiring a leadership style opposite to traditional command and control, e.g. it builds on responsibility, something that every individual already has.


As organizations get bigger, leadership teams replace the direct influence the initial founder has on the firm. As such, leaders need to establish systems that create the framework for employees to collaborate and find purpose. Superior leadership and systems enable a culture that energizes employees and releases their productive energy as a prerequisite for success.


Question two is intended to provide food for thoughtful leadership. It engages your team in the discussion on how the inner game helps you and your entire organization address the outer game challenges. The scores on leadership and culture provide the answer for you to know whether the bridge is there.


3 WHAT DOES AGILITY MEAN?


Success, culture, leadership, and systems combine five system controls (information, strategy, implementation, beliefs, and boundaries), and frame the Leadership Scorecard. You can use the scorecard questions to help everyone in your organization to make sense – e.g. to find purpose. What does it mean for higher agility?


At the same time, the Leadership Scorecard summarizes the scores from your diagnostic test (Figure 1) in a table. High scores indicate that your entire organization works well in the system, meaning that it has suitable rules, routines, and tools, which leaders and employees use throughout the firm for rigor and discipline. Low scores indicate that viruses spread and result in leaders and employees who work out of the system. In organizations without a people-centric culture, temptations are high to take shortcuts to achieve goals faster. The negative impacts of this will damage your credibility and the brand of the organization. Such interferences directly reduce the potential of all people throughout the organization and result in lower performance.


Your task is to identify the infected areas, remove the barriers, and build on the potential. This is what questions four and five help you to do. It is the work on the system – make your organization agile and flexible by embedding the people-centric principles.


4 HOW DO YOU ENSURE AGILITY IS EVERYWHERE?


With clarity on the requirement for higher agility and the identified blockages to a people-centric culture in your operating system, question four helps you decide on the right rules, routines, and tools to ensure that your organization is ready to support the creativity of people. It is time to determine the rules of the game, set the pace, and frame the decision-making for the entire organization.


The Leadership Toolbox combines these capabilities, establishes the 30 essential tools for stronger accountability, and delivers the necessary information for people to find purpose. The toolbox questions assist your team to start the work on the system. The responses give you a first indication to what extent your framework supports the daily practice of people-centric leadership throughout the organization.


The diagnostic scores indicate where work is most needed. The Performance Triangle Equation is the tool that helps you make the decision on when to start with the fixing. But fixing the toolbox might not be good enough to ensure good decisionmaking throughout the firm. Your frame might need a new design. Interventions into the system to achieve higher levels of agility require: (1) Building the capabilities for agility, (2) Building them at all levels in the organization, and (3) Doing so strategically, e.g. aligning all change efforts towards that goal.23


5 HOW DO YOU MAKE AGILITY STICK?


Do you need a new toolbox or does the old one do its job? Question five guides you through the logic for the right design of all tools in your toolbox. Use the diagnostic scores to identify the areas that need an update. The Change Profiler helps you determine which interventions provide best value. It determines your design decision as a trade-off between things that are easy to change and those areas that provide the highest impact.


In times of higher challenges and the requirements of knowledge work, rules need to enable choice, routines need to create higher awareness, tools need to focus attention, and leadership needs to enable trust. A Leadership Toolbox with these attributes enables people to find purpose. It supports leaders to relate people in ways that enhance overall collaboration. This establishes a culture that cannot easily be copied and that is not mobile. As such, the new toolbox makes people-centric sticky – a true competitive advantage.


So far, we have explored how to build agility into the organization, and we have established the foundation to enable the people-centric approach. Now, we turn to the “who”. Who is accountable? Questions six and seven will ask you to engage your people in this conversation.


6 WHO IS ACCOUNTABLE FOR MAKING SURE AGILITY HAPPENS?


Changing your toolbox is critical, a sensitive task, and it is potentially risky. Question six is about how to organize the change from the old to the new “agile” toolbox and how to ensure its maintenance for a sustainable impact. To recap, as a leader at the top of a firm, you are responsible for the integration and alignment of the toolbox, e.g. building the tools to meet the requirements of higher agility and using them for people- centric leadership. No one else in the organization has a natural interest in doing this. Functional specialists, such as HR, the CFO, controllers, risk managers, strategy officers, governance and compliance officers, M&A professionals, organizational development specialists, or change leaders, will support that initiative but they require your guidance and your policy decision. Engage your entire support team to ensure that the tools fit and make change happen. Organize your leadership team and your infrastructure in ways that ensure that collaboration, client orientation, and people-centric practices happen naturally.


7 HOW DO YOU LEAD THE AGILE WAY?


Question seven puts it all together as a Leadership Cycle to help you – in person – coach your team by asking these questions over and over, and to ensure that your team does the same.


It is about playing the inner game in ways that help people address the challenges of the outer game as you have outlined for the organization. By offering people purpose in what they do and by relating them to your organization’s shared problem, collaboration will occur.


Take account of your successes with the intangible income statement and balance sheet. Focus on attention, trust, choice, and awareness are the attributes that help you translate the knowledge of people into superior performance, speed, innovation, and growth. As a result, agility will maximize the value of all stakeholders. Your organization will remain innovative and you will experience flow more often.


A SYSTEMS APPROACH TO LEADING PEOPLE


Agility follows a systems approach to leading people. It relates leadership, the systems framework, and culture to establish common ground. When I refer to systems, then it includes the dynamics of the formal and information-based rules, routines, and tools. Their role is to help people think, make decisions, and act in line with the desired behaviours. Three aspects of this definition are relevant. First, I refer to shared common ground used throughout an organization to support good decision-making. Second, I describe the formal functions of control in view of the fact that much of what is being done in firms happens through informal processes that affect much of the behaviours of people. Third, I focus on information-based systems as control tools to maintain and alter activities, e.g. the things that are being done.24


Managing people is recognized as one of the manager’s primary functions.25 But making control work for today’s organizations is a challenge. Controls must balance competing demands. They are created to solve the tensions between freedom and constraints, between top-down direction and bottom-up creativity, between experimentation and efficiency.26


Control is defined as “any mechanism that managers use to direct attention, motivate, and energize organizational members to act in desired ways to meet an organizational objective”27 It is the attempt to influence and control others’ behaviour work through attention. If individuals’ attention is not directed at what needs to be done, chances are very low that it will ever get done. Hence, without attention there is no performance. Therefore, the structuring and management of attention is central to control processes in organizations.


This is why attention is one of the most fundamental tasks of the brain. It is crucial for the performance of other cognitive tasks. It consists of three processes: selection, vigilance, and regulation – the what, how, and when of attention. The human brain cannot process all the stimuli of the brain. Selection is important to choose which stimuli to pay attention to. Vigilance is the capacity to maintain attention through high concentration on a particular stimulus. Regulation helps us to process multiple things simultaneously. Effective decision-making is impossible if one or the other process is missing.


Simon’s well-known concept of bounded reality explains the need to be selective in the allocation of attention in organizations.28 Or simply, because time and our ability to process information for perfect decisions are limited, people need to focus where they can and on best value. This means that organizations need to manage the process of attention and focus.


At the heart of people-centric is what I call five managerial control systems. The following metaphor helps you to get the general idea. It is one of the core concepts of this book. Imagine driving a car. You need five things to control your driving. First, you need diagnostic information that informs you about speed and the state of your vehicle (such as oil temperature). Second, a map or navigation system keeps you on track and helps you find the destination. Third, the engine generates the power with the wheels that translate energy into movement. Fourth, with the gas pedal, you tell the engine to get moving. Last, you need brakes to control your speed. Without brakes one cannot operate a car at high speed. Imaging driving a good car: its engine, gas pedal, and brakes are of equal quality. A bad car might have a huge engine but get you in trouble if you have to make an immediate stop. They lack the alignment with little fit between the parts.


Control systems have long been recognized as the fundamental aspects of all organizations29 through which managers seek to align employee capabilities, activities, and performance with organizational goals and aspirations.30 Organizations do not use controls in isolation, they use them as integrated management systems.


As such, they include control mechanisms (rules, norms, direct supervision, and monitoring) and control targets (input, behaviour, output). Managerial control systems are configurations of multiple formal and informal control mechanisms.31 Formal controls include a range of officially sanctioned and usually codified institutional routines such as written rules and procedural directives.32 Informal controls include values, norms, and beliefs that guide employees’ actions and behaviours.


I use the graphical representation of managerial systems in Figure 3 as an integrated control mechanism throughout the book to reinforce the driving metaphor and the importance of the systemic linkages. The dashboard is in the centre, navigation on top, the tires at the bottom, the gas pedal is right, and brakes are left. Keep this analogy and order of controls in mind as you continue reading. I will use the same structure for the presentation and the detailed discussion on the scorecard and tools leading to a people-centric culture. You will soon recognize a deliberate pattern.




Figure 3: Five managerial systems
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Systems help you, your leadership team, and all employees to:


• Have access to information and immediate feedback,


• Create meaning, balancing top-down direction and bottom-up creativity,


• Support implementation, balance freedom and constraints,


• Offer beliefs, motives, and purpose,


• Set boundaries, balancing entrepreneurship and efficiency.


Managerial controls work as a bonding mechanism in organizations. They create a variety of linkages that work like glue. Information and feedback mechanisms tie every organizational unit and employee to an overall umbrella of the firm. Performance information is reported to the centre whereas directional information moves to the periphery of an organization. Strategy links the CEO with the board. Strategy development is also an important feedback mechanism within the organization if employees are encouraged to inform the strategy with their insights. Implementation connects all organizational units with a conversation about their performance. As a rich communications process, it makes structures scalable, meaning that with it, organizations can grow without adding more infrastructure.


Beliefs link people to vision, values, and meaning to find purpose. And boundaries tie people to governance. Beliefs and boundaries set the frame for the things that are within or outside the limits. The nature of the challenges that the organization has decided to tackle determines much of the design, the use, and the impact of these controls. This is why these control tools need to fit your specific situation in order to support people-centric leadership. As with a good car, the brakes and the engine need to meet the requirements of the path and the nature of your intended trip.


Organizational effectiveness reflects the balance of attention allocated to (a) achieving particular, well-established goals; and (b) learning about unfolding events and determining priorities based on appropriateness criteria.33 “… Everyday situations [managers] confront almost inevitably involve both the exercise of control and the capacity to learn.” The following are some good reasons why today this is more important than ever before.


THE OUTER GAME


There are two main characteristics of the new era – both require a new way to deal with the challenges at hand, i.e. the outer game that people face in organizations: (1) a fastpaced, turbulent environment and (2) the growing importance of knowledge work.


Turbulent, “hypercompetitive”34, and “high velocity”35 are the characteristics of the current business environment. While they impose threats to businesses, they can provide opportunities for innovation and growth for those with higher levels of agility and resilience. But the impact of these challenges varies significantly between organizations and industries.36 This turbulence eventually asks firms to add agility and resilience to adaptive capacity to cope with their challenges.37


“The greatest danger in times of turbulence is not the turbulence; it is to act with yesterday’s logic.” – Peter Drucker


It is nothing new to say that the working environment has changed over the past 20 years. Equally, the way we do business has fundamentally changed with the emergence of new technologies. In the industrial economy of the 20th century, efficiency was top priority. With services becoming more important, the managerial focus shifted to customers. The new knowledge economy asks for new business models and new relationships with all stakeholders. To take advantage of opportunities, while at the same time competing against threats that come from sudden, large changes in the environment, requires organizations that are not only agile but also that create the changes themselves.38 This means that organizations need agility in ways that enable them to change or reinvent themselves on an ongoing basis.


In the past years, organizational work has made the transition towards more knowledge work with a greater level of uncertainty in process and goals, greater independence among individuals, and hence more focus on teamwork. Further, structures span departments, units or even organizations, and are often distributed across the globe.39 Relationships now vary greatly in form, from superior-subordinate hierarchies to matrixed relationships, peer-based groups, and virtual teams.


“If opportunity doesn’t knock – build a door.” – Milton Berle


The knowledge, ideas, and skills of people are the critical resources for businesses. The emergence of the knowledge economy in combination with the opportunities of the new technologies has fundamentally changed the rules of the game. The organizational environment has become more complex and fluid, meaning that management processes and control needs to change accordingly. It makes a strong case for a people-centric culture. Figure 4 (opposite) is an overview of the critical areas that require a rethink on how we lead our organizations.


The various predictions about globalizations and the information age have one theme in common: We don’t know what tomorrow will be, except that it will be different. This means that we will have to continuously adapt, learn, and add knowledge. People need to have the capabilities to deal with the challenges of the outer game: higher agility is required. The inner game is the solution.


Agility directly relates to growth and bottom-line profits. In a poll by the Economist Intelligence Unit in 2009, 90% of executives cited agility as central to global success.40




Figure 4: The new environment
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Research at MIT shows that agile companies grow revenues 37% faster and generate 39% higher profits than non-agile firms.41 75% of respondents of a McKinsey survey in 2006 attributed higher revenues and greater customer satisfaction to higher agility and speed.42 All these studies support our findings from the research that led to this book: a strong correlation between the features of an agile organization and success. Here is what I learned from the literature surrounding agility:


Haneberg43 defined agility as “our capacity to be consistently adaptable without having to change. It is the efficiency with which we can respond to nonstop change”. As such, organizational agility is the ability to make countless small adaptations in response to nonstop change that result in changing the DNA of the organization. Unlike in nature, businesses must respond in small increments that ultimately change the leadership, systems, and culture, allowing the firm to survive and prosper in a different environment.


This definition builds on a variety of models describing agility in more detail.44 Grantham, Ware, and Williamson45 suggested that success in the new era depends on the firm’s ability to continuously evaluate market trends, revise corporate strategies, and reallocate resources. Ongoing alertness then requires a collaborative strategy model describing a dynamic decision-making process where human resources, information technology, and corporate real estate work together in a unified process.


Doz and Kosonen46 suggested much of the same: to create an organization with the ability to move quickly to adapt to continuous change and volatility. Doz and Kosonen provided a framework for the continuous redirection and/or reinvention of the core business with strategic sensitivity, collective commitment, and resource fluidity as the key elements. Strategic sensitivity refers to a rich dialogue with diverse participants through the organization. Collective commitment is needed for best results with decision-making under uncertainty. Resource fluidity is required to adjust the business model, policies and routines, and to redeploy resources where they are most needed quickly.


In 2001, a study at Cranfield School of Management in the UK determined the attributes of an agile workforce looking at non-productive workers and managers. They discovered five broad capabilities: (1) intelligence as the collective ability to perceive and interpret external change, respond to it, and act fast, (2) competency as the ability to acquire new skills, (3) collaboration as the ability to join forces, (4) culture as the internal environment, and (5) information as the systems to deploy capabilities rapidly and effectively.47


Hugos48 added an operations, control, and leadership perspective to the agility discussion: “Responsiveness trumps efficiency”, efficiency requires predictability and low change vs. responsiveness to continuously change and adapt to create more value. Organizations need to go beyond efficiency. Responsiveness builds on efficiency. “Efficiency without responsiveness will kill your company”. On control, “more coordination and less control” is the counterintuitive response to agility. Less control enables people to move quickly but enhances the need for coordination. Centralized control never works in a fast-paced environment. People at the top of organizations take too long to make good decisions but distributed decisionmaking requires alignment. Coordination happens when people are motivated to work together. As such, agility requires what Hugos called implicit leadership, e.g. seek consensus, trust people, delegate more, and provide an environment for people to fulfil their potential.


In a longitudinal study of organizations, Collins and Hansen in Great by Choice49 describe firms that excel despite uncertainty, chaos, and luck. They found, contrary to popular belief, that the best leaders were not more risk-seeking than others, these firms were not more innovative, and not faster in their decision-making. But they were more disciplined and conscious of the right timing in their decision-making; they blended creativity with discipline, and were able to scale innovation through their organizations. Moreover, these successful firms did not change more than others as a reaction to outside factors. In fact, they changed less in reaction to their changing world compared to other firms. These firms show different behaviours: discipline with consistent action, creativity through learning, and constructive paranoia approach to take effective action.


To expand on the leadership perspective and to put people at the centre of attention, G. Hamel50 argued in What Matters Now that innovation is at the core of an agile organization, but for people to use their full potential and creativity, leadership must build organizations that are dedicated to human needs and values. Building an organization around people means to decentralize decision-making, emphasize community, ensure transparency in decision-making, make leaders accountable, align rewards to contributions, use peer reviews, and enlarge self-determination. However, Hamel argued, building a truly adaptable company is a lot of work. It requires a shift in aspirations, behaviours, and management systems. The reasons are obvious. Here is why: “In a traditional command-and-control management model, managers indeed aim to set clear goals, lay out strategic themes, and then march to the organization towards the execution of the goals”, outline Hope and Player,51 and although there is nothing wrong with this, times have changed. Few people believe that this works. They are aware that in an increasingly uncertain and turbulent world, businesses need more flexibility in their decision-making. Innovation and adaptation are needed when it comes to the design of managerial systems. Hamel continues: “We cannot command innovation and adaptation”, but “we can enable and encourage and inspire and even lead”. In turbulent times it is suggested that organizations can best use tools and practices to engage and empower front-line teams rather than continue to lead by command and control. Dissatisfaction with systems and tools often stems from poor use and the fact that they are often abandoned, resulting in added complexity, wasted time, and huge transaction costs.


To counteract poor managerial practice, Appelo52 (2011) builds on the practices of agile software development to suggest a series of methods, approaches, and techniques for team management in an increasingly complex organizational environment with a focus on social systems. At its core, Appelo suggested that people are the most important parts of an organization and that managers must do all they can to keep people active, creative, and motivated, and promote self-organization based on empowerment, authorization, and trust.


The need for fast and effective decision-making, effective use of knowledge embedded in people, and innovation are recurring themes throughout the literature on corporate agility, adaptability, and change. Innovation, whether in the form of new products and services or in the form of innovative processes to improve effectiveness or overcome the anchor of fixed costs, requires effective decision-making. Every innovation, regardless of the type, requires thorough evaluation, approval, and dedication of resources to be implemented. The heart of identifying potential innovations and navigating the decision-making process requires people. Clearly, figuring out what must be done, how to do it, and making it happen quickly demands that organizational leaders maximize all available assets, the most important of which is the reservoir of knowledge that resides within the minds and experience of diverse people scattered throughout the organization. Coordinating all of these moving parts in a fast-paced, complex, and volatile environment, and doing so quickly, is the essential element of the agile organization.


“61% of respondents say that rapid decision-making and execution are defining attributes of an agile business,” explain the results of the Economist study.53 And it is the quality of the decision-making process that enables firms to have “Flexible Footprints”, described as the ability to reconfigure as needed to take advantage of new value opportunities as windows of opportunity open.54


In the new era, knowledge dominates physical labour. There are two types of knowledge that determine how we get things done: explicit and implicit knowledge. (1) Explicit knowledge represents the codified facts and rules. They are easy to write down, easy to communicate, can be shared, and are easy to learn. But we know that a lot of important things don’t boil down to facts and rules. (2) Tacit knowledge is not codified. It exists in mental models, experience, and habits. As such, it requires us to be able to do things without being able to precisely explain them. Moreover, we trust tacit knowledge for many decisions that we make in our lives.


Traditional management is based on industrial rationalization approaches to management, e.g. the processes, controls, and practices that we are all used to in the reality of corporate life. Budgets, targets, Management by Objectives, incentives, and business plans prevail. The employees’ subjective response, which often goes against the purpose of rationalization, asks for an alternative way to manage organizations. The new era requires a rethink. The entire evolution of theory and practice of management is driven by this contradiction or paradox.55 We need to include the wealth of tacit knowledge in our routines, habits, and rules. Knowledge that is not shared is of little value to an organization. To fully use the knowledge of people, a different approach to leadership, organization, and collaboration is required.


Moreover, changes in the external environment have consequences for the internal setup of an organization.56 It is obvious that organizations in a dynamic environment place more value on initiative, freedom to act, innovation, and risk taking compared to organizations in stable environments with controls, plans, incentives, and allocation of resources.57 The external environment also influences the relationship between strategy and performance, with the external changes moderating the effects of strategy and performance. These factors affect the direction and strength of the relationship.58


The need for collaboration in networks also requires a new approach to control. Managerial control shifts from internalizing all activities to controlling them as integrated firms or conglomerates,59 to creating strategic advantage through greater stability, efficiency, and control, to an increasing advantage of competitors through faster learning and innovation.60 No company can control all the resources needed for innovation, meaning that companies increasingly require collaboration across their boundaries for strategic advantage. The challenges of today surpass organizational boundaries, requiring a fundamentally new approach to control.


Figure 5 summarizes the assumptions and some important differences between managing in the industrial versus the knowledge economy. As you will see, management in the industrial economy follows a command and control style of leadership. The knowledge era requires a different approach. It is built on responsibility, self-initiative, and self-control with a strong focus on client success.




Figure 5: The transition to the knowledge economy
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I am sure that most of you would argue to be on the right side – the organization for the knowledge economy. Your scores from the AgilityINsights Diagnostic™ test might indicate that you can stretch it further. Use this table for the rest of the book. You will come back to it more often than you think.


Tacit knowledge plays an important role in our ability to address current and future challenges. We rely on it to carry out rules and to know which procedures to apply. Expertise relies heavily on tacit knowledge. We depend on unconscious processes to perform many tasks. That’s how our experience gets translated into actions. We can’t learn tacit knowledge from a textbook. We know more than we can tell. This is why people-centric matters to corporate leadership more than you think. Use the diagnostic questions to add to your experience.


Agility requires a different approach to managing people: a “client-oriented” approach. Think of the following: most control approaches to management are built for managers. They ask themselves: what do I have to do to have things under control? Traditional managerial responses are rigorous routines, rules and controls. Many of the side-effects of traditional control bureaucracies have been widely published.61 On the other hand, if we ask employees what they need to do a good job, e.g. to be creative, learn and perform, then an intelligent managerial response looks quite different. Responses include, as we will see later in more detail, awareness, choice, focus, and trust. As such, employees are the clients of a service provided by managers called leadership. For higher agility and speed, we need to look at control from an employee perspective to balance the managerial perspective. In other words, we need a bridge between the needs of employees to perform and the opportunities that managerial controls create for leaders to stifle creativity, learning, and growth, in order to resolve the inherent tension between organizational practices that promote goal achievement and the unintended consequences as perceived by employees.


The Performance Triangle aims to establish that bridge to meet the needs of knowledgeable people and the modern corporate control. Throughout the book, I will expand on the requirements of the knowledge economy, on the nature of work, and explore what leaders can do to translate knowledge into action.


With the following question in mind, proceed to build your game plan:




[image: image] What are you going to do about your organization’s agility and people-centric leadership?





COACH YOUR TEAM


Self-mentoring is the game plan with superior leadership as the goal. I use mentoring for my process with the seven questions as it has the advantage of a relationship with choice. You are free to choose where to focus on and to what extent you want to raise your awareness. It is a free offer and an option. Once you have made the choice, it serves as your guide to build the capabilities for agility to reach higher levels of innovation and growth.


Your first step is to start asking questions. Ask them in person. Start with yourself, and then continue with your team. Use every opportunity to ask the employees in your organization. Ensure that the team does the same. Your focus is on the “how”. For you, it is more important than the “what”.


• How do we know with clarity?


• How do we move in one direction?


• How do we mobilize our resources?


• How do we maintain the focus?


• How do we search for new opportunities?


But your leaders and employees need the “what” first. This is why I now turn to the work in the system. It offers the questions that help them operate and conduct their business.


One last introductory note: agile leadership likely will require change in your organization – a more effective way to lead. But this will not happen with another disruptive change initiative. Like the British cycling team that won the Tour de France and Olympic gold medal for the first time in 2012, it takes thousands of little adaptations and interventions to get there – not just one change project. The benefit is that these little things are more likely to make the agile transformation sustainable over a longer period of time.





To support your coaching, The Performance Triangle…


1. Makes the case for the agility of organizations, teams, and individuals


2. Provides a simple but proven diagnostic tool to make you think about what it takes to reach higher levels of agility


3. Outlines a structure with the Performance Triangle on how to manage your organization to build the capabilities for innovation and growth, e.g. bridge the needs of people with the opportunities of agile organizations


4. Asks questions to help your mentoring process based on ten years of experience using the framework with organizations around the world


5. Provides insight and a scientific back-up from the research leading to this book


6. Combines these insights with the expertise gained from many business cases into things you should do or things to avoid, and
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