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Foreword


People create value. And people can never do great things operating in the dark.


In July 2015, Harvard Business Review published an article co-authored by McKinsey’s Managing Director Dominic Barton, Ram Charan and Dennis Carey entitled “People Before Strategy: A New Role for the CHRO”. In it, they argued that CEOs and CHROs need to form a “new contract” together to build and assign talent, especially key people, to unleash the energy of their organizations. This new contract would elevate HR and establish a mechanism they called the “G3”, a core team of the CEO, CHRO and CFO. Very compelling notions. But challenging to implement, as Dom, Ram, and Dennis readily acknowledged.


Sandy Ogg is here to help.


His ideas, based on decades of experience leading truly successful talent-led transformations at organizations like Blackstone, Unilever and Motorola, are practical. Sandy has mentored many of the brightest emerging stars in the talent space and shared his real-world playbooks with anyone who has asked for them. While the concepts beneath his books are appealing, all of them culminate in practical plays that will work in company after company, including yours.


We at McKinsey formed a partnership with Sandy and his company CEOWorks to bring these ideas to our clients, many of which are among the leading—and most demanding—institutions in the world. Sandy’s first edition of /move: The CEO’s Playbook for Capturing Value and this edition of Sandy and Tero’s new book /grow: The CEO’s Master Playbook for Coaching Value into Existence contain the essence of the work we do together with these institutions.


What makes Sandy’s “stuff” so special?


From my perspective, it comes down to three things:


• Deep roots in business VALUE


• Clear focus on integrated DESIGN


• Built-in bias towards SPEED and ENERGY.


VALUE


Organizational thinking can be even more perplexing and complex than financial, operational and, perhaps, even strategic thinking. Human beings are, after all, unpredictable. They have annoying things like biases, free will and differing philosophies on things. Consequently, the literature on organizations and talent is filled with well-meaning gurus offering lots of conceptual advice without any deep and concrete connection to business results.


Who among us hasn’t sat through endless organizational discussions about culture, engagement and other topics—discussions that run entirely separate from the “real” discussions about business performance? We all know which topics get the attention when push comes to shove....


Never with Sandy. He reminds us to make direct connections between value and talent, value and leadership, value and culture, org design and change. No discussions of “talent for talent’s sake”. No abstract conversations about culture or org charts for him. Instead there are value-oriented discussions that can guide design. “What drives value? What are the key roles? How do we make smart bets on people in these roles? How do we enable them to succeed?” These are the kinds of questions that get—and rightly deserve—the attention of CEOs and Boards.


DESIGN


In recent years, one thing has struck my colleagues and I as we speak with leaders around the world. A shift in the language that many great CEOs use to describe their roles. The shift seems to move the emphasis in their role away from being an individual leader towards being the “designer of the organization”. We hear words like “architect”, “mayor” and “servant leader” more and more often.


We think this is a critical shift to understand. The number of “re-organizations” keeps increasing, while the success rate remains low (and may actually be declining). Professor Alfred D. Chandler Jr. famously said that “structure follows strategy”1 and, while that may be true by definition, today’s leaders need to design structures to respond to much faster-changing environments.


By defining the roles of the G3 members as “designers”, Sandy helps executives frame the challenge of building organizations that can adapt and change fast enough in the context of today’s exponential world. He shifts this work from the “urgent” to the “important” and gets us out of “the world is crazy” and “chaos theory” views of change management. He helps executives take a holistic top management view using design questions like:


• Business - How and where do we want to make money?


• Organization - What operating framework will support that?


• Execution - Where do we need to eliminate friction to capture value?


• Energy - How do we manage and renew our truly most scarce resource?


• Leadership - Who do our leaders need to be or become to make this all work?


SPEED AND ENERGY


While the two topics above capture the intellectual essence of Sandy’s ideas, they fail to capture the essence of who he is and who he inspires us to be as leaders. To be with Sandy is to receive a jolt of energy. Every moment is filled with a relentless focus on “what we’re trying to do” and how can we “bend the curve” and “really make a difference”. “Let’s go!” might be the most common thing he says. In Sandy’s world, we can all grow more, go faster, take more risks, be more accountable, perform better.


I think all of us need as much of that kind of energy and focus on value that we can get. Not that we’re not focused on value or energized already. But being with Sandy, listening to him, working with his ideas is like having that amplified to the exponential power of 10.


“They’re designed to fail!” That got our attention.


I remember one of the first times I looked at a client’s organization chart with Sandy. Modern organizations are complicated. There was a lot to take in: matrices and layers and “shared services” (which inevitably give rise to “shadow functions”).


As our team was assimilating the diagram and trying to make sense of it all, Sandy got excited and said, “They’re designed to fail!”. That got our attention. Sandy then pointed out what should have been obvious. The design reflected how the company “used to make money” and was oriented to “make sure there were no mistakes”. It was woefully disconnected from the leaders’ own statements of the vision for the company, where it was headed and how it needed to act to get there.


Crazy times call for bold actions. We all need a little of that unconventional willingness to speak “truth to power” in our lives.


Sandy is here to give us that, as well as a creative framework for designing organizations to win, so we can boldly take our versions of it into the world.


I trust you will find the ideas in his books as inspirational—and flat out useful—as I have.


We look forward to discussing them with our clients as we build and grow their organizations going forward.


Chris Gagnon


Senior Partner


MCKINSEY & COMPANY




 


Preface


Let’s look at leadership in the context of today’s world.


The challenge for leaders is clear. Change is exponential. Disruption is rampant. Engagement is abysmally low. Tenures are shortening. And stakeholders still expect company leaders to keep delivering growth in tighter and tighter timeframes in spite of tougher and tougher circumstances.


Growth today comes from creating and capturing value in increasingly faster and more agile ways. Growth comes from people working together with speed on exactly what needs to be done in the business. From extraordinary performance.


The key to successfully delivering on an urgent value agenda? Exponential leadership.


For decades, leadership research has focused on the leader’s actions and behaviors. Yet it is not our individual actions alone that influence outcomes. The context in which we lead profoundly influences our effectiveness. There are always numerous factors at play in any situation. Contextual and systemic factors whose influence it is hard to observe, evaluate and measure. Factors that require—and sometimes demand—specific things of us as leaders.


We have done the research to identify the fundamental factors that have, until now, been in the background of our conversations about leadership. This research, combined with our years of experience learning what CEOs need to do to generate value fast, forms the foundation of the Value Design model articulated in this book.


Since changing the rules, systems and tools of an organization requires decision-making power, we have written this practical guide specifically for the CEO and the senior leaders who work in close proximity to them. Not only must the CEO and these executives and board members be in charge of their own leadership. They must also ensure that the entire organization’s leadership is effectively coaching value into existence.


We trust that this, our first book on the subject of “leadership by design”, will inspire you to think differently about people, business, performance and growth. May these ideas help you better serve the organizations you lead.


Sandy Ogg & Tero Kauppinen


January 2019
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Behind every successful organization there is a factor that sets it apart from unsuccessful organizations: dedicated, competent, dynamic and effective leadership.
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Leadership by design is about you, the role you play as a CEO and who you are as a leader.


Leadership by design is for you and the C-level leaders, your senior leadership team and the board members at the center of your leadership ecosystem.


It is for these senior leaders, the ones who work in close proximity to you and who share responsibility with you to create the platform for leadership for everyone in your organization.


This book is an invitation for you—and your senior leaders—to take time out and think about your leadership in the context of today’s world. A world where technology is changing the nature of work itself. Where the rate of change has shifted from linear to exponential. Where change is, literally, changing fast. A world in which you must masterfully and rapidly coach value into existence. A world in which people expect you to literally deliver the miraculous.


Everyone expects you to do with the value curve what technology is doing to the change curve.


Bend it up—exponentially.


That means transforming your business and mobilizing your organization—and perhaps even bringing along the whole ecosystem of which you are a part—for exponential value creation in a very short period of time.


A formidable challenge.


What we offer here will help you meet that challenge and take advantage of the huge opportunities exponential change offers.


People are looking to you to show them the way through our increasingly chaotic, uncertain “now”. They want to connect their energy with business opportunities that align with what they value. And they want to know you have put some thought into designing the way forward.


Yet “exponential” is an entirely new context for business. We have all grown up thinking in terms of linear change and linear growth. “Exponential” demands a very different mindset. In an exponential world, if you are not accelerating, then you are falling behind.


Achieving momentum is necessary—but insufficient—in an exponential world. You have to go from velocity to acceleration to keep bending the curve.


Acceleration puts everything and everyone under tremendous pressure.


The design of your business, your organization, your leadership system, your processes and your standards of behavior: all of these were likely set up in the past to handle linear change and growth and deliver linear business results. Try to get people to deliver exponential value inside these old frameworks and you handcuff their ability to accelerate. Try to get them to execute exponentially faster and you will soon see the blinders they have on about their old success formulas. To win in today’s context, we need to remove the handcuffs and blinders.


Wars are lost by using old strategies.


This book gives you a taste of something bigger than strategy. Something more than just planning.


Design.


In the following pages, we share with you a five-part framework for designing your enterprise to grow in an era of exponential change. This is not only about how your enterprise looks and feels. Design is about how it works. And the secret to how it works is leadership.


Leadership is where you can have the greatest impact on the future of your company. This is the leverage point of all leverage points.


You may create the best designs in the world for your business, for your organization, for the flows of execution and energy that can turn your vision into reality. But what makes those four designs really work is an “exponential leadership” framework, created to meet the specific requirements of your enterprise. A framework that tightly integrates the designs of your business, your organization, execution and energy into a cohesive, smoothly functioning whole.


This framework articulates what has been considered nebulous or “soft” and integrates it with what is tangible or “hard” in the leadership conversation. This integration of the “soft” with the “hard” doesn’t always proceed in a straight line. And so we invite you to bear the following in mind as you read this book.


Each chapter is a module unto itself. And all the chapters are inter-related. Your natural inclination might be to start with one section that is of particular interest to you right now and scan the others. However, if you are using this as a guidebook for creating designs, we recommend you read through all the chapters—from beginning to end—before starting to sketch anything out. That way, you will stand a much better chance of ending up with an integrated set of designs that are both workable and congruent.
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Our Smart Revolution


We are all in the midst of a revolution of global proportions. A revolution that is challenging the very foundation on which our enterprises have been built.


It’s real. It’s highly disruptive. And it’s fast.


It doesn’t matter what you call this Internet-driven phenomena—the Digital Revolution, the Third Industrial Revolution (like Jeremy Rifkin)1 or The Fourth Revolution (like Klaus Schwab)2. All that matters is that it’s here.


The speed, the pace and the depth of the changes are unlike anything we have experienced in the past three decades. Opportunity windows open and close faster. Businesses flash in and out of existence. Digital technologies disrupt our operations, our supply chains, even our industries overnight.


Our enterprises were not designed for this. And our leaders are not ready for it.


The processes we have been using to transform our organizations will be insufficient to the task. A cosmetic transformation may seem prudent and less risky, but it won’t work during a revolution. We need transformation that goes deeper, transformation that fundamentally disrupts our business models and redesigns everything that’s necessary to meet the requirements of this new era.
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We can no longer lead in conventional ways.


We need to lead by design.







The Game Changers


Revolutions are driven by game-changing advances in three of the most important areas of society:


•  power


•  communications


•  transportation.


Radical, pervasive changes in these three areas drive economic activity during revolutionary times.


• Harness power—in the form of fossil fuels or renewable energy sources—to deliver services and create and transport goods


• Manage activities using fast, reliable communications


• Sort out transportation logistics to move things and people to arrive where they are needed, exactly when they are needed.


The first law of thermodynamics still governs all our economic activities. Work will always be the process of transferring energy to or from a system. So power, no matter what energy source it relies on, is obviously the centerpiece that fuels any revolution.3


It’s the countries and companies that mobilize in all three areas that tend to come out ahead.
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Many organizations in today’s 3.0 world are designed to fail.


In the midst of revolution, we still see CEOs trying to create 3.0 businesses that run on 2.0 execution and 1.0 leadership and management.


Everything they have is at risk. One small disruptive force can topple their whole enterprise and put them out of the game entirely.
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Redesign your organization to win.


Restack the building blocks of your enterprise to get ahead of today’s environmental turbulence.


Grow a 3.0 business that runs on 3.0 leadership and delivers 3.0 execution.
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Turbulence Check




Growth is built into everyone’s genes. It’s built into management’s genes, the salesman’s genes, the investors’ desires.


People expect companies to grow.4


Andy Grove, Former CEO | INTEL





This expectation doesn’t go away, no matter how intensely the winds of change are buffeting your organization. To quickly get a sense of what you are up against, do a turbulence check and then use the Score Your Company tool see here. This will give you a sense of how ready you are to succeed in spite of these external forces.


How tumultuous is your business environment?


Consider the turbulence surrounding and potentially shaping your company’s future. Identify the primary sources specifically impacting your business. For example, traditional product-based enterprises would probably identify the same-day delivery systems of Amazon® and eBay® as game-changing. Top automakers might similarly consider autonomous vehicle technology as a disruptive influence on their industry’s traditional business model. Finance firms could see blockchain technology, with its capability to accelerate transaction processing, transforming how stock exchanges operate.


Rate how turbulent your company’s environment is on the following continuum. Transfer this number (see here).
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Company XYZ: A State of Readiness?


This recently privatized public sector company desperately needs to grow. However, outdated protectionist regulations still in effect forbid it to do certain things that could help it compete in the private sector. The business’s entire industry is in upheaval. The introduction of real-time data, mobile payments and dynamic pricing have customers demanding instant gratification.
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The company’s newly hired CEO has developed a strategy to match the new situation. Unfortunately, he designed the new business model to match the capabilities and capacity of existing talents in the organization, rather than creating a more aggressive model that can take the company where it truly needs to go.


The organizational culture, slow moving and hierarchical, lacks the flexibility and responsiveness this new business model requires. People can execute fast on existing work, but they slow down to a crawl when they have to do something new together. Energy levels are at all-time low, due in part to two recent rounds of workforce reductions and the unspoken threat of more.


Some leaders, still attached to the company’s old success formula, perpetuate the old leadership culture. Other leaders can clearly see the situation they are in but, while they are eager to go where the new CEO is taking everyone, they don’t quite know how to align on a way to get there.


This company clearly is not ready to meet their perfect storm.










Score Your Company


Is your enterprise ready to win in the face of today’s turbulence? Or is it designed to fail?


Your strategic responses must be aggressive enough, your execution fast enough, your organization flexible enough to win in this context. Not only that, but you must also maintain sufficient levels of energy and leadership strength to make growth possible. All five of these factors are required for your enterprise to win. All five must be congruent for it to be ready.


Respond candidly to the questions below. Count up the number of “Yes” answers you have in each section. Transfer each section’s score to the chart on the right, then tally up your Readiness Score and compare it to your Turbulence Rating.


BUSINESS Aggressiveness
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1. Do you have the right data for deciding what your company’s role in the world should be tomorrow?
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2. Does your company’s purpose still make sense in light of this data?
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3. Have you accurately identified where you must win?







	[image: imgny1.jpg]

	
4. Are your strategic choices aggressive enough?
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5. Do your leaders have a clear understanding of the most influential trends affecting your business?








ORGANIZATION Agility
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1. Do the roles in your organization match the challenges of the business and the goals of your value agenda?
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2. Have you leveraged the company’s scale without unduly limiting autonomy?
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3. Is momentum increasing on work that is critical to the future of the business?
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4. Do decisions happen fast enough?
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5. Is your organization fit and agile enough to create and capture this value?








EXECUTION Speed
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1. Is everyone focused on your strategic choices?
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2. Have you assembled the right combination of capabilities to deliver on your value agenda?
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3. Are the right vital few priorities mobilized?
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4. Have you eliminated the bad habits that trap value and prevent execution from happening?
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5. Do you have sufficient capacity on hand to run the business and change it at the same time?








ENERGY Levels
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1. Does your company’s purpose fuel sufficient engagement and growth?
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2. Do you have enough energy yourself and do you give it in a scalable way to this purpose?
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3. Do your leaders give energy to the people in the organization?
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4. Are people’s hearts and minds aligned in applying their energy to the work to be done?







	[image: imgny4.jpg]

	
5. Have you removed all bottlenecks and sources of drag to accelerate execution?








LEADERSHIP Strengths
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1. Are your current leaders ready, willing and able to drive the necessary change?
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2. Is same-day succession possible for your critical roles?
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3. When it comes to standards of behavior, have you set the bar high enough to kickstart the sense of urgency and insurgency that growth requires?
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4. Is the credibility of your leadership brand sufficient for what you are up to?
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5. Does your current feedback system constantly and effectively improve leadership?
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Why be a victim of the context in which we live? Why be a prisoner of habit, thinking and acting in ways that are ineffectual in today’s world?


Instead, be a designer of the future in a way that few others can match.
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