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ABOUT THIS BOOK

most current and necessary elements and practical “how-to” advice on how

to implement a best practice change or leadership development initiative
within your organization. The handbook was created to provide you a current
twenty-first century snapshot of the world of leadership development and orga-
nizational change today. It serves as a learning ground for organization and
social systems of all sizes and types to begin reducing resistance to change
and development through more employee and customer-centered programs that
emphasize consensus building; self-, group, organizational, and one-on-one
awareness and effective communication; clear connections to overall business
objectives; and quantifiable business results. Contributing organizations in this
book are widely recognized as among the best in organization change and lead-
ership development today. They provide invaluable lessons in succeeding during
crisis or growth modes and economies. As best practice organizational cham-
pions, they share many attributes, including openness to learning and collabo-
ration, humility, innovation and creativity, integrity, a high regard for people’s
needs and perspectives, and a passion for change. Most of all, these are the
organizations who have invested in human capital, the most important asset
inside of organizations today. And these are the organizations that have spent
on average $500 thousand on leadership development and change, and an aver-
age of $1 million over the course of their programs, with an average rate of
return on investment of over $2 million.

The purpose of this best practices handbook is to provide you with all of the

Xi



Xii ABOUT THIS BOOK

Within the forthcoming chapters, you will learn from our world’s best orga-
nizations in various industries and sizes

¢ Key elements of leading successful and results-driven change and leader-
ship development

¢ Tools, models, instruments, and strategies for leading change and
development

e Practical “how-to” approaches to diagnosing, assessing, designing,
implementing, coaching, following up on, and evaluating change and
development

e (Critical success factors and critical failure factors, among others

Within each case study in this book, you will learn how to

¢ Analyze the need for the specific leadership development or organization
change initiative

¢ Build a business case for leadership development and organization
change

e Identify the audience for the initiative

¢ Design the initiative

e Implement the design for the initiative

e Evaluate the effectiveness of the initiative



HOW TO USE THIS BOOK

PRACTICAL APPLICATION

This book contains step-by-step approaches, tools, instruments, models, and
practices for implementing the entire process of leadership development
and change. The components of this book can be practically leveraged within
your work environment to enable a leadership development or change initia-
tive. The exhibits, forms, and instruments at the back of each chapter may
be used within the classroom or by your organization development team or
learners.

WORKSHOPS, SEMINARS, OR ADVANCED DEGREE CLASSES

The case studies, tools, and research within this book are ideal for students of
advanced degree courses in management, organization development and behav-
ior, or social and organizational psychology. In addition, this book can be used
by any senior vice president, vice president, director, or program manager who
is in charge of leadership development and change for his or her organization.
Teams of managers—project manager, program managers, organization devel-
opment (OD) designers, or other program designers and trainers—should use
the case studies in this book as starting points and benchmarks for the success
of the organization’s initiatives.

xiii



Xiv HOW TO USE THIS BOOK

This book contains a series of distinct case studies that involve various
corporate needs and objectives. It is your job as the reader to begin the process
of diagnosing your company’s unique organizational objectives.

When applying and learning from the case studies and research in this book,
ask yourself, your team, and each other the following questions:

What is our context today?
What do we (I) want to accomplish? Why?

In what context am I most passionate about leading change and
development? Why?

What are the issue(s) and concerns we are challenged with?
Are we asking the right questions?

Who are the right stakeholders?

What approaches have worked in the past? Why?

What approaches have failed in the past? Why?

For more information on Lou Carter’s Best Practices Institute’s workshops,
research, assessments, and models on the most current leadership development
and organizational change topics, contact Louis Carter’s Best Practices Institute
directly, toll free at 888-895-8949 or via e-mail at lcarter@bpinstitute.net.



INTRODUCTION

study on trends and practices in leadership development and organization

change. BPI asked organizations in a range of industries, sizes, and positions
in the business cycle to identify their top methods of achieving strategic change
and objectives. The study found that there is a strong demand, in particular, in
the following areas of leadership development and organization change (see
Table 1.1). Our continual research in the area of best practices in leadership
development and change strongly support the assumptions and organizational
case studies that we profile within this book.

Based on this study, BPI chose the top organizations that are implementing
leadership development and organizational change with extraordinary results.
BPI found that each organization is unique in its methods of change and devel-
opment. Each organization has different methods, motives, and objectives that
are relevant only to the unique landscape of each of its individual dynamics and
designs. Leadership development and organization change, therefore, are mere
categories or a common lexicon for describing the way in which “real work” is
done within our best organizations. This “real work” is illustrated within every
chapter of the book in terms of the business results that are achieved as a result
of the practices that were institutionalized within the following organizations
(see Table I.2). A majority of our world’s best organizations describe leadership
development and organization change as “the real work of the organization.” In
the past few years, we have seen this shift occur in the field of organization

In September 2003, Lou Carter’s Best Practices Institute performed a research

XV
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Table L.1. Program Method of Achieving Strategic Change and Objectives with Highest
Level of Demand, in Order of Demand

OD/HRD Topic Ranking
Leadership development 1
Performance management 2
Organization development and change 3
Innovation and service enhancement 4
Coaching 5

development or “OD.” Organizations are finding that in order to compete, inno-
vate, and become more effective, productive, and profitable in an increasingly
global and challenging economy, the tools, techniques, and practices of OD are
necessary in order to harness the great power of human capital—both in
customers and employees. As you will see in this book, our best practice orga-
nizations prove the power of human capital through results-driven best practices
in organization development and change.

We have brought you eighteen of our world’s best organizations that have
used leadership development and organizational change program design and
development to achieve their strategic business objectives.

MAJOR FINDINGS

This year we talked to many organizations from a variety of industries with
proven, practical methods for leadership development and organizational
change to compile this book. We asked them to share the approaches, tools,
and specific methods that made their programs successful. These organizations
have a strong financial history, formal human resource management programs
that integrate company strategy with its program’s objectives, a strong pool of
talent, passion for positive change, and proven results from their initiatives.
All organizational initiatives were carefully screened through a six-phase diag-
nosis for an extraordinary leadership and organizational change program
(see under A Step-by-Step System to Organization and Human Resources
Development, below).

We chose companies that have succeeded in successfully implementing
results-driven transformational organization change that achieves positive
business results. These are the companies where change is facilitated through
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Table I.2. Listing of Best Practice Case Studies by Company, Industry,
Number of Employees, and Gross Revenue

Revenues

Company Industry Employees ($U.S.)
Agilent Technologies, Electronics 36,000 $6,010.0 M

Inc.
Corning Communications 23,300 $3,164.0 M
Delnor Hospital Health care 1,382 $235.1 M
Emmis Communications Media 3,080 $533.8 M
First Consulting Group Business services 1,775 $282.7 M
GE Capital Finance 315,000 + $131.7 B
Hewlett-Packard Computer hardware 141,000 $56,588.0 M
Honeywell Aeorspace Technology and 100,000 + $22,274 M

manufacturing

Intel Manufacturing, electronics 78,700 $26,764.0 M
Lockheed Martin Aerospace and defense 125,000 $26,578.0 M
Mattel Consumer products 25,000 $4,885.3 M
McDonald’s Corporation Leisure, restaurant 413,000 $15,405.7 M
MIT Education 9,400 $1,664.7 M
Motorola Telecommunications 97,000 $26,679.0 M
Praxair Chemicals 25,010 $5,128.0 M
St. Luke’s Hospital Health care 5500 $424 M

and Health Network
StorageTek Computer hardware 7,100 $2,039.6 M
Windber Medical Health care 427 $54 M

Center

integrated, multilevel programs that are systemic in nature, connect directly to
business objectives and continuous improvement, and include the following
shared elements.

Commitment to Organizational Objectives and Culture

Most of the initiatives we examined made a commitment to the strategic objec-
tives or culture of the organization. Almost all of these initiatives have a message
or vision upon which change or development was built. Emmis Communication
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stressed the following objectives in its change effort to promote better under-
standing and agreement on its structure, strategy, and culture: “Great Media,
Great People, Great Service.” Lockheed Martin designed its cultural change man-
agement program around its three core competencies:

¢ Candid and open communication

e Taking personal action to unblock obstacles that prevent effective
performance

¢ Acting when the need exists rather than ignoring issues

McDonalds’s leadership development program for regional managers enabled
newly promoted managers to meet expectations while furthering the organiza-
tion’s mission and strategic objectives by building the following competencies:

¢ Developing a strategic perspective
* Maximizing business performance

® Gaining skills in insightful reasoning, problem solving, innovation, and
mental agility

Motorola’s leadership development program centered around leadership
competencies and behaviors that promoted customer focus and superior
performance—envision, energize, edge, and execute—which were later dubbed
the “4e’s + Always 1.”

First Consulting Group (FCG) began by exhibiting one of FCG’s primary
values: “Firm First.” It detailed objectives directing that leadership should

e Eliminate barriers to the achievement of FCG’s vision

¢ Build succession plans; identify, train, and support future generations of
FCG leadership

e (Create an environment that causes leaders to interact and depend on
one another

¢ Instill Leadership First’s program values until they are as ingrained in
FCG’s culture as its universal personal characteristics.

¢ Be truly substantive rather than a “touchy-feely philosophical/conceptual”
program

e Ensure that the initiative is not a short-term “fad” remedy for current
problems but something to be kept alive for a multiyear period

MIT’s program is designed around the goal of creating an organization that
constructs, operates, serves, and maintains physical space in ways that enhance
MIT’s mission to advance knowledge and educate students in science, technol-
ogy, and other areas of scholarship. The program at Corning addressed the need
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to stress innovation as one of the most important quality programs because
it transcends and affects all areas of the organization, thus serving as a common
thread throughout the entire organization. StorageTek redefined its organizational
objectives and in doing so has made strides toward producing a culture that is
more employee-centered. Demonstrating greater commitment to its employees
has helped reconnect the company with consumer needs and has resulted in
greater productivity and a more optimistic outlook. Hewlett-Packard’s Dynamic
Leadership was designed to address clear and compelling corporate needs with
well-defined outcomes. To translate productivity into a true growth engine,
Honeywell has successfully evolved Six Sigma from a process improvement
initiative to a fundamental component of its leadership system with the power-
ful combination of Six Sigma, Lean, and Leadership.

Changing Behaviors, Cultures, and Perceptions

Sometimes leadership development and change programs transformed percep-
tions, behaviors, and culture(s) within a company. At MIT, employees have been
documented as saying that they find themselves being more authentic in their
interactions with coworkers and have the desire to create and be a part of an
organization that “anticipates” learning opportunities. Decentralizing the insti-
tution and control of resources improved the way that operating divisions, pre-
viously functioning in independent silos, were innovating. At Mattel, Project
Platypus demonstrated that delivering on the values of trust, communication,
respect, and teamwork could literally pay off and that creativity in the process
of innovation should be the rule rather than the exception. At Praxair, the new
management team had to transform a loose confederation of businesses with
different cultures, operating procedures, values, and ways of managing employ-
ees into a market leader that combines speed advantages of being small with
the scale advantages of being large. HP recognized that in order to compete
successfully in new market realities defined by global competition, with high-
quality products from Asia and Europe competing for market share in the United
States as well as their home markets, required a management culture that was
capable of engaging in high-speed collaboration, raising and resolving issues
rapidly, and making informed decisions efficiently. At Windber Medical Center,
Delnor Hospital, and St. Luke’s there was a definitive shift toward patient-
centered care and significant improvements in employee and patient morale and
satisfaction.

Competency or Organization Effectiveness Models

Virtually all of these programs have some sort of explicit model, usually using
behavioral competencies or organization assessment metrics. These range from
General Electric values to the metrics within Motorola’s performance management



XX INTRODUCTION

system. Many of the study’s programs were specific to the behaviors required of
coaches and managers who facilitate the performance management process. First
Consulting Group’s creation of targeted objectives to assist in achieving the
organization’s vision through an intensified and streamlined leadership develop-
ment program, incorporating 360-degree/multi-rater feedback, suggests that
leaders previously lacked self-awareness. MIT used adapted models based on the
work of Peter Senge, organizational learning capabilities, and W. Warner Burke’s
key competencies for organizational learning. These models frequently form
the basis of multi-rater and other competency-based assessment tools, and often
provide a focal point to the systemic design of the program itself.

Strong Top Management Leadership Support and Passion

Top leaders at the organization must not only budget for the change and lead-
ership development initiative, they must also strongly believe in the initiative
and model this behavior throughout the organization. Support from senior man-
agement has been identified by 88 percent of the contributors as a critical step
in overcoming resistance to change.

GE Capital energized its business leaders by designing its program around its
leaders’ behaviors and values, a focus that generated buy-in in high levels of the
organization, and by having participants work on projects for the office of
the CEO. Windber Medical Center’s patient empowerment program was driven
by its CEO, Nick Jacobs. In his account of Windber’s organizational change
program and what drove its emphasis for patient-centered care at the hospital,
President Jabobs writes, “When a patient walks into the typical hospital, the over-
whelming confusing signage, the smell of antiseptics, the curt and often unfor-
giving attitude of the employees, and the awesome power of the physicians are
usually clear indicators that they should leave their dignity at the door.” Jacobs
is passionate about patient care, and it shows in the programs that he has
supported for years.

When Agilent first became an independent entity, its CEO made development
of future leaders one of his first priorities. He drew on initiatives already in place
to ensure buy-in and then improved on these processes by making them
universally applicable. First Consulting Group demonstrated a strong sense of
support from top-level executives through its creation of the Leadership
Development Committee, which included the CEO, two vice presidents, and an
eighteen-member task force of director and vice president-level staff, whose
responsibility was to aide in conducting organizational assessment and bench-
marking survey data to assist in the development of future organizational
leaders. At Praxair, the change team recommended a four-step leadership strat-
egy design process to engage Praxair Distribution, Inc.’s (PDI’s) top 175 man-
agers in assessing the current state of the leadership practices and the changes
required for PDI employees to become a sustainable source of competitive
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advantage. Former chairman and CEO of Honeywell Larry Bossidy’s zeal for Six
Sigma was without a doubt exactly what the company needed to get this ini-
tiative off the ground and on the radar screen of every leader and employee.
FCG is unique in that the firm’s CEO and executive committee serve as facilita-
tors to the Leadership First program sessions, and one member is required to
be a sponsor for the participants.

A STEP-BY-STEP SYSTEM TO ORGANIZATION AND HUMAN
RESOURCES DEVELOPMENT

The Best Practices Institute has defined a six-phase system to leadership
and organization change, which may be seen in most of the case studies in
this book:

Business diagnosis

Assessment

Program design

Implementation

On-the-job support

A U1 s W N~

Evaluation

Phase One: Business Diagnosis

The first phase is usually a diagnostic step in which the business drivers and
rationale for creating the initiative are identified. Critical to this stage is enabling
consensus and a sense of urgency regarding the need for the initiative. A future
vision that is supported by management is a key factor of success for these pro-
grams. All of the systems have some model as a focal point for their work. The
best of these models capture the imagination and aspirations of employees and
the entire organization. Designing the system also leads to strategic questions,
such as those taken from the GE Capital example:

e What are biggest challenges facing the business—what keeps you awake
at night?

¢ [f you had one message to future leaders of this business what would
it be?

¢ What will leaders need to do to address the business challenges?

e What is it that you want to be remembered for as a leader?

e What was your greatest defining moment that taught you the most
about leadership?

e What excites you most about your current role?
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HP conducted a survey on “Reinventing HP.” More than seven thousand
managers and individual contributors responded. Several themes emerged that
underscored the need to accelerate decision making and collaboration. Respon-
dents throughout the organization recognized the need to accelerate decision
making and increase accountability for action, thereby reinforcing senior
management’s call for greater agility.

A well-thought-out diagnostic phase is usually connected to an evaluation of
the desired business impacts in Phase Six.

Phase Two: Assessment

Assessments range from GE Capital’s assessment system (in which participants
complete a 360-feedback survey that includes a question to describe a particu-
lar person at peak performance) to the Myers Briggs Type Indicator (MBTI) to
the Leadership Impact Survey (a survey that correlates leader behavior with
organization culture and value) to First Consulting Group’s system (in which
individual participant assessment is conducted with five vehicles: participant
self-assessment, 360-degree and multi-rater feedback, external benchmarks,
managerial style profile, and behavioral needs profile).

Assessment has become a norm for business. The question is how we use
the assessment to drive change in our businesses and ourselves. Agilent used
it to develop leadership behavioral profiles based on the company’s strategic
priorities, core values, and expectations of those in senior leadership roles.
StorageTek performed an internal scan to determine what components of
transformation were lacking. Praxair conducted the assessment process to
prepare the organization for future changes by engaging more than five hun-
dred employees: 175 leaders in the top three levels of management and over 325
employees across all fifteen regional businesses. Organizations such as General
Electric, Intel, Motorola, McDonald’s, and others use behavioral analysis tools
such as the Myers-Briggs Type Indicator or 360-degree assessments. Individual
coaching often accompanies this assessment to facilitate behavioral change in
participants. This coaching has been extremely successful for firms such as GE
Capital, Intel, Agilent, McDonald’s, and others.

Phase Three: Program Design

The following outstanding programs have several unique elements that are
worthy of note.

® Coaching. Intel’s coaching and mentoring system features internal
coaches and a support network of program participants and graduates.
Emmis Communications used coaching to help managers overcome
resistance to cultural change.
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e Selection of participants. Agilent’s coaching program has a results guar-
antee so employees are required to undergo a qualification process,
including an interview before being allowed to participate. Intel uses an
application process to screen out apathetic or disinterested candidates.
McDonald’s selects only high-potential candidates chosen by their
division presidents.

e Action learning. General Electric, Mattel and McDonald’s use action
learning as an integral part of their leadership development systems. In
particular, General Electric’s action learning program focuses on solving
real business problems, whereas McDonald’s centers around operational
innovations. These programs address such questions as

What is a “doable” project that still expands thinking?

How do we set senior management’s expectations for the business value
that the learning will produce?

How do action teams stay together as learning groups over time?

e Leveraging multiple tools. Every organization from Mattel to GE Capital
took great care to use a variety of methods to train, develop, and inno-
vate. At Hewlett-Packard (HP), the final design was a fast-paced pro-
gram that interspersed presentations with small group work, practice,
and discussions in order to provide sufficient depth and practice without
overwhelming the participants or requiring excessive time out of the
office. At Mattel, a small group was recruited to participate in an immer-
sion program that included the use of floor-to-ceiling chalkboards and a
twelve-by-forty-foot pushpin wall that acted as living journals, and self-
discovery speakers to help each participant discover a renewed sense of
self and expressiveness.

e Use of current practices. Corning uses past strengths and successes to
leverage future success. Through focusing on history and storytelling,
Corning is able to increase entrepreneurial behavior. StorageTek was
careful to build its organizational changes upon programs and practices
that were already in place in order to lend a sense of stability and
consistency to its initiatives.

e (Connection to core organizational purpose. St. Luke’s Hospital and
Health System embraces some basic concepts that foster a culture of ser-
vice excellence and form the basis of its models for leadership develop-
ment such as its management philosophy, vision for patient satisfaction,
PCRAFT core values, service excellence standards of performance, and
performance improvement plan. These concepts include

1. Employee satisfaction yields patient satisfaction yields a successful
“business” (Build your people . . . they build your business)
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2. Employee satisfaction begins and ends with effective leaders who
provide vision, clear expectations regarding care and service,
development and education, effective communication, role modeling,
constructive feedback, and recognition

3. Effective leaders can and need to be developed

4. Leadership development and education is based on educating to
change behavior

At Windber Medical Center, there was a clear program built on the following
transformational changes. The organization determined that it would focus on
patient-centered care as the number-one priority of the organization; provide a
loving, nurturing environment to the patients and their families; address all
patient and patient family issues quickly and efficiently; and become recognized
locally, regionally, and nationally for this new type of commitment to care that
did not compromise the patients’ dignity.

Phase Four: Implementation

Almost all of the initiatives have a formalized training and development pro-
gram or workshops to propel the change or development process into action.
The following are components of several noteworthy training and development
workshops:

e Lockheed Martin trained leaders to teach new behavioral competencies to
their employees in order to overcome their own resistance through public com-
mitment to the behavioral competencies. Lockheed Martin also focused on a
group of opinion leaders within the company to influence their peers during the
cultural change effort.

¢ First Consulting Group’s program, Leadership First, prides itself on employ-
ing a situational approach rather than a more typical subject matter approach by
incorporating case studies based on actual FCG work and scenarios. Unlike many
other programs that focus on motivation and communication, FCG’s program
focuses on various skills. For example, when completing a merger case study, the
potential leader must focus on a variety of issues: financial, legal, business and
revenue implications, emotional, motivational, and communication. FCG is also
unique in that the firm’s CEO and executive committee serve as facilitators to the
sessions, and one member is required to be a sponsor for the participants.

e Mattel’s Project Platypus centered on individual development in order to
maximize creativity directed toward product innovation. Trust, respect, and
communication were all encouraged through the use of storytelling, creative
culture speakers, and “face-to-face” connection. Outside experts such as a
Jungian Analyst and a Japanese Tea Master helped hone the team’s observa-
tional skills. Using the concepts of postmodernism and the company as a living
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system, the original group of twelve brainstormed, bonded, branded, and even
researched in nontraditional ways; their efforts resulted in “Ello,” a hybrid build-
ing toy for girls that is expected to be a $100 million line.

e To ensure that dynamic leadership principles were put into practice, HP
implemented a rigorous postcourse management system using a commercial
follow-through management tool (Friday5s®). In the concluding session of the
program, participants were asked to write out two objectives to apply what they
had learned to their jobs. The following week, participants were reminded of
their goals by e-mail. A copy of each participant’s objectives was e-mailed to
his or her manager to ensure that managers knew what their direct reports had
learned and intended to work on. The system made each participant’s goals vis-
ible to all the other members of his or her cohort to encourage shared account-
ability and learning. These were entered into a group-specific Friday5s® website.
The following week, participants were reminded of their goals by e-mail.

Other companies implemented change-catalyst programs to help prevent
systemic dysfunction.

® A key exercise in MIT’s transformational program was a visionary exercise
that focused on helping developing leaders envision change and see themselves
as a part of the whole system. Envisioning the department operating in a
healthy and productive way in five years stimulated participants to discuss what
they are doing today to help ensure that transformation. Participants became
involved in thinking in a new way and realized the impact their decisions had
not only for the future of the department, but also on each other.

¢ At Corning, an innovation task force was established to focus on the com-
pany’s successes and also identify short-comings—both considered an untapped
resource that needed to be made more visible and understood by employees in
order to champion and embrace the concept of innovation. Formalized training
programs for employees of all levels were set up and became part of the basis
for promotion, reviews, and hiring. Corning also instituted a program named
Corning Competes, which is designed for continuous improvement of business
practices through reengineering.

¢ StorageTek knew that for its initiatives to be successful they would need
to instill a sense of urgency, as well as ensure buy-in at all levels. They part-
nered with a company specializing in transforming strategic direction through
employee dialogue to create a learning map called “Current Reality: The Flood
of Information.” The map was extremely effective in engaging not only top-level
leaders worldwide, but all StorageTek employees in discussion about the com-
pany’s competitive environment. The next step, which included additional
communications and initiatives around achieving a high-performance culture,
served to sustain the sense of urgency.
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e At Praxair the assessment phase lasted over fifteen months and was far
more than a few surveys or focus groups. It was an intensive set of actions,
engaging more than five hundred employees and simultaneously laying the
foundation for implementation actions endorsed by those whose behaviors were
expected to change. Resistance during the implementation phase was virtually
nonexistent.

Phase Five: On-the-Job Support

These benchmark programs reach beyond the boardrooms and classrooms and
provide on-the-job reinforcement and support. Work in this phase defines the
follow-up support that determines whether change and development will trans-
fer on the job. In several of the programs, the support system outside of train-
ing is one of the most salient elements of the organization development-human
resources development (OD-HRD) initiative. Motorola installed a performance
management system to help transfer the shared goals of the organization to indi-
vidual behavior. McDonald’s integrated program-specific insights with the over-
all organization’s ongoing personal development systems and processes. Emmis
Communication celebrated individual achievements during special events and
used a balanced scorecard measurement system to incorporate the desired
behaviors to measure the company’s performance.

Agilent uses a slightly different approach in its coaching system, involving
periodic “check-ins” with the participants’ constituents throughout the coach-
ing process. The check-in is important in part because the developmental goals
addressed by the Accelerated Performance for Executives program often pertain
to the relations between managers and their supervisor, peers, and supervisees,
and so forth, and also because these constituents are the ones that determine
whether or not a participants have been successful in their development. Along
similar lines, Mattel increased manager participation in its innovation process
so that when employees returned to their original roles after participating in
Project Platypus, there was smoother reintegration and improved utilization of
new skills.

The coaching and mentoring case studies in this book are specifically
designed to provide ongoing support and development for leadership develop-
ment initiatives. Both the coaching and mentoring case studies, Intel and Gen-
eral Electric, are excellent examples of organizations that provide ongoing
support for leadership development and more specifically the organization’s
strategic business goals and objectives. Other organizations take a more direct
approach to providing ongoing support and development for change by
installing review processes. First Consulting Group, Motorola, MIT, and Praxair
have ongoing review, monitoring, and analysis processes in place to ensure that
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the new policies and procedures are being followed. Delnor Hospital helped
teams stay on track by requiring department heads to develop ninety-day
plans that outline specific actions to be taken each quarter in working toward
annual goals. This principle is also built into the hospital’s review and evalua-
tion system so everyone is held accountable for his or her performance in
achieving individual, team, and organizational goals.

Phase Six: Evaluation

Evaluation is the capstone—the point at which the organization can gain
insights on how to revise and strengthen a program, eliminate barriers to its
reinforcement and use in the field, and connect the intervention back to the
original goals to measure success. Several initiatives deserve noting in this stage:

e McDonald’s uses behavioral measurements to assess the participants’
performance after the program, including the rate of promotion and
performance evaluations.

e Emmis Communication measures revenue per employee, employee
survey results, and the rate of undesired turnover to measure the
success of the change effort.

¢ Lockheed Martin used employee surveys to track changes in critical
behavior. The results indicated that units that achieved significant
improvement in critical behaviors also improved in their financial
performance.

¢ Intel Fab 12’s leadership development program measures the effective-
ness of its program based upon increased participants’ responsibility
after graduation, postprogram self-assessments, peer recognition letters,
and results of WOW! Projects implemented by participants while in the
Leadership Development Forum.

e GE Capital surveys participants about actions taken at the individual,
team, and organizational levels to drive change. The surveys follow the
original construct of the program around the three levels of leadership
after graduation. A mini-360 is conducted around each participant’s
specific development need; 95 percent of the participants show an
improvement as viewed by their original feedback givers. Program
evaluations are also conducted to ensure that the design and content
remain relevant and adapt to a global audience.

¢ Agilent used a combination of mini-surveys, telephone check-ins, and
face-to-face interviews to determine perceived improvement in a leader’s
overall leadership effectiveness and specific areas for development. The
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aggregate results were impressive in that close to 80 percent of respon-
dents felt that the leader rated had been successful in his or her devel-
opment. That coaching results are guaranteed is another testament to
the effectiveness of the program.

CONCLUSION

Should companies invest in organization and human resource development?
Having spent an average of over U.S. $500 thousand and showing a return on
investment (ROI) of an average two times their investment in leadership devel-
opment and organizational change initiatives, most of the organizational con-
tributors in this book would make a strong case for “yes!” Most of the initiatives
in this book have made significant impacts on the culture and objectives of the
organization. The impacts on the business and transfer on the job may have
taken the form of improved global competitiveness, increased profitability, new
product sales, increased shareholder value, or hardening of a company for a
merger or acquisition. The exact metrics for these transformational impacts need
to be continually studied, tracked, and measured.

The future of the field of human resources, organization, and leadership
development rests not only in its ability to prove return on investment and mea-
sure outcomes on a consistent basis, but is also contingent on several factors
that will help sustain its continued growth and development. All eighteen best
practice systems share four main factors:

e Implementation and design with a full understanding of the uniqueness
of the organizational culture and organizational system within the
context of its social system

e Whole-scale organizational excitement and belief in the programs and
practices that are provided

¢ Continual assessment of hard and soft measurements resulting from the
program evaluated against costs

e The creation of a profit model for development that is tied to business
objectives

Not unlike other major industries, the consulting and development business
has become increasingly competitive during the past few years—especially after
September 11, 2001, and the Gulf crises in 2003, among several other factors that
have contributed to economic instability. Higher unemployment and layoffs
within consulting firms have left hundreds of thousands of niche-independent
consultants on the market. Organization and leadership development directors
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within organizations must be more mindful than ever to keep focus on their
organizational objectives and needs when dealing with any outside consulting
firm. I am reminded of the statement by John Atkinson, “If you don’t run your
own life, someone else will.” It is sage advice to listen to your own needs and
instincts for your organization, supported with sound data from all levels of your
organization.

Clearly, there are prominently shared views and approaches across the vari-
ous industries and OD-HRD practices of what is needed to address the challenge
of making change. The formula for organization development and change
remains an important goal, which companies need to keep as an asset. We look
forward to tracking these and other organizations as they continue in their
leadership development and change journeys.

October 2004 Louis Carter
Waltham, Massachusetts

David Ulrich

Ville Mont Royal, Quebec

Marshall Goldsmith

Rancho Santa Fe, California
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Agilent Technologies, Inc.
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2 BEST PRACTICES IN LEADERSHIP DEVELOPMENT AND ORGANIZATION CHANGE

OVERVIEW

As a 47,000-person Silicon Valley “start-up,” Agilent Technologies was presented
with an opportunity to begin anew. The senior leadership team set out to pursue
the company’s future strategy and new corporate values. A focused leadership
development program aligned with the company’s strategic initiatives, including
an integrated executive coaching program, quickly became a corporate imperative.

This case study will highlight the development and implementation of Agi-
lent’s APEX (Accelerated Performance for Executives) coaching program. APEX
has served over one hundred leaders through a sixty-person, worldwide coach-
ing pool over the past two and one-half years. Based on feedback from raters,
over 95 percent of the leaders have demonstrated positive improvement in over-
all leadership effectiveness while participating in the program.

The lessons learned by Agilent Technologies in the implementation of the
APEX program serve as valuable insights for any organization committed to
the continuing development of key leaders.

BACKGROUND

In 1999, Hewlett-Packard (HP) announced a strategic realignment to create two
companies. One, HP, included all the computing, printing, and imaging busi-
nesses. Another, a high-tech “newco,” comprised test and measurement com-
ponents, chemical analysis, and medical businesses. This second company
would be named Agilent Technologies.

Agilent became entirely independent on November 18, 1999, while being
afforded the NYSE ticker symbol “A” in the largest initial public offering in
Silicon Valley history. New corporate headquarters were constructed on the site
of HP’s first owned and operated research and development (R&D) and manu-
facturing facility in Palo Alto, California.

At the time of its “birth,” Agilent declared three new corporate values to
guide its future: speed, focus, and accountability. Agilent also retained the
“heritage” HP values: uncompromising integrity, innovation, trust, respect, and
teamwork.

With a clear understanding of the need for strong individual leaders to build
and sustain the company, an immediate requirement emerged to construct the
leadership development strategy. The development of future leaders was and
remains one of CEO Ned Barnholt’s critical few priorities.

Early Coaching Efforts

A key piece of the emerging leadership development plan would include exec-
utive coaching aimed at further developing key executives who were already
recognized as high-potential or high-performing leaders.
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Executive coaching had an established track record within HP, but efforts
were generally uncoordinated. Coaching hadn’t been strategically integrated
within the company’s leadership development initiatives. Multiple vendors and
individual practitioners provided different coaching programs at varied prices.
Learning from hindsight, Agilent had a desire to accomplish two early objectives:
(1) to create an outstanding “corporate recommended” integrated coaching
program and (2) to benefit from a preferred discount rate.

One of Agilent’s operating units, the Semiconductor Products Group (SPG),
had engaged in a coordinated, “results-guaranteed” coaching program beginning
in summer 1999 with Keilty, Goldsmith & Company (later to become Alliance for
Strategic Leadership Coaching & Consulting). Over fifty of SPG’s senior leaders
would receive one-year leadership effectiveness (behavioral) coaching, which
included a unique “results guarantee.” The effort attracted positive attention in
the company and would later form the foundation of the APEX program.

In February 2000, Dianne Anderson, Agilent’s global program manager, was
charged with designing the corporate coaching solution for the company’s
senior managers and executives (about 750 people worldwide). She worked
with Brian Underhill of Keilty, Goldsmith & Company to collaborate on the
design and delivery of the new APEX program, based on the same successful
coaching model used within SPG.

Agilent Global Leadership Profile

At the outset of the APEX program, it was agreed that a critical need centered on
the development of a new leadership behavioral profile to clearly and accurately
reflect the company’s strategic priorities, core values, and expectations of those in
senior leadership roles. Although a leadership inventory had been previously
custom-designed to begin the SPG divisional coaching effort, at this time it was
largely agreed that an Agilent-wide profile would be needed to position the lead-
ership behaviors throughout the whole organization in a consistent fashion.

This next-generation leadership profile was drafted, based upon key strate-
gic imperatives of top management, Agilent’s new and heritage core values, and
SPG’s original profile. After gathering feedback from multiple sources, the
Agilent Business Leader Inventory was created in summer 2000. The primary
competencies are provided in Exhibit 1.1.

Later, in spring 2001, Agilent decided to update the Agilent Business Leader
Inventory and create a set of profiles that would span all management levels
from first-level managers through senior business leaders. A multifunctional
team of Agilent and A4SL Coaching & Consulting (A4SL C&C) people set out to
create the new profiles.

Through a several-month iterative process of document review, internal
inputs, and refinements, a scalable and aligned Global Leadership Profile
was developed for use throughout the organization. In the end, the midlevel/first-
level manager profile turned out to be 80 percent the same as the executive
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profile, with only slight differences in some of the specific behavioral descrip-
tions for “Leads Strategy & Change” and “Drives for Results” areas.

Finally, both profiles were reviewed by a senior manager in each of Agilent’s
business units and by representatives of non-U.S. geographies. Feedback from
these reviews was incorporated into the final product, and hence the Agilent
Global Leadership Profile was ready for consistent application across all divi-
sions and has been in use since summer 2001. The primary competencies are
outlined in Exhibit 1.2. Assessment Plus of Atlanta, Georgia, served as APEX’s
scoring partner throughout the multiple revisions of the profile.

DESIGN OF THE APEX PROGRAM

Initial Objectives

During the same time that the design of the initial leadership profile was taking
place, the basic components of the new coaching program were being consid-
ered and crafted. From the outset, the Agilent viewpoint was a coaching
program that could address multiple objectives, including

e Senior manager and executive focus. Candidates for APEX participation
included vice presidents, corporate officers, business unit leaders,
general managers, directors, and functional managers.

® Global reach. Agilent is a worldwide organization with facilities in more
than sixty countries, including the United States. The APEX program
would need to effectively serve leaders with coaches in the local region
(as often as possible) or within an hour’s flight. The goal was to provide
multiple coaching options within each geographic area. Awareness of
local cultural nuances would be critical, and local language capability
would be highly preferred.

e Flexible and user-friendly. APEX needed to be user-friendly from start to
finish. To accomplish that a simple menu of options was created, which
was suitable for a range of budgets and varying levels of interest in the
coaching process. Priority was also placed on creating a program that
made it easy to initiate a coaching engagement and easy to administer
payment for coaching services.

e Accountability for results. APEX needed to provide added value for
Agilent. In return for the company’s investment in them, participants
would need to demonstrate positive, measurable change in leadership
effectiveness as seen by direct reports and colleagues.

Several months of design ensued to meet these objectives. The structure of
several coaching options was outlined. A general program description was
drafted. A global coaching pool was established, emphasizing locations of
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Agilent’s key global facilities. Certification standards for APEX coaches were
determined. Procurement standards were established to smooth the contracting
process. Procedures to guide the 360-degree feedback and follow-up survey scor-
ing were created. Finally, pages on the corporate intranet were developed that
contained the program description, pricing, coach bios, and contracting infor-
mation. The APEX groundwork was now in place.

By design, APEX would be a behaviorally based executive coaching approach,
focusing on improving leadership behaviors on the job. APEX would not be used
for career planning, life planning, strategic planning, or remedial coaching. This
distinction was to be made clear throughout the marketing process.

In May 2000 at a corporate Leadership Development Showcase, the Acceler-
ated Performance for Executives program was officially launched. APEX was
introduced to human resource (HR) managers and leadership development spe-
cialists throughout the organization. The first participants signed up. Although
refinements and new services were continually added, the APEX program his-
tory now shows two-plus years of delivering results consistent with the original
program objectives.

Five Coaching Options

Based upon an achievement-oriented mountaineering theme implied by the pro-
gram name, the full APEX offering includes five appropriately named coaching
options:

Base Camp. Executive participates in the Agilent Global Leadership Profile
and receives a two- to four-hour face-to-face coaching session to review
results, select area(s) of development, receive on-the-spot coaching, and
create a developmental action plan.

Camp 2. Executive participates in the Agilent Global Leadership Profile and
receives six months of face-to-face and telephone coaching and one mini-
survey follow-up measurement. Coach conducts telephone “check-in” with
key stakeholders. Coaching work is guaranteed for results.

Camp 3. Executive receives six months of face-to-face and telephone
coaching and one mini-survey follow-up measurement. Coach conducts up
to twelve interviews with key stakeholders and provides write-up of
results. Coach conducts telephone “check-in” with key stakeholders.
Coaching work is guaranteed for results.

High Camp. Executive participates in the Agilent Global Leadership Profile
and receives one year of face-to-face and telephone coaching plus two
mini-survey follow-up measurements. Coach conducts telephone “check-
in” with key stakeholders. Coaching work is guaranteed for results.

Summit. Executive receives one year of face-to-face and telephone coach-
ing and two mini-survey follow-up measurements. Coach conducts up to
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twelve interviews with key stakeholders and provides write-up of results.
Coach conducts telephone “check-in” with key stakeholders. Coaching
work is guaranteed for results.

In addition, several add-on options were made available, including additional
interviews, instruments, and team and group-based experiences.

The intention of multiple options was to allow participants maximum flexi-
bility and selection in their coaching experience. Participants in each option
were allowed to upgrade or extend into the next higher option without penalty
(for example, from six to twelve months). Some line executives have elected to
add a team-building objective with intact team participation in APEX. The most
commonly selected option has been High Camp.

Results-Guarantee Clause

Most of the APEX options include a unique offer from A4SL Coaching &
Consulting: a results guarantee. Leaders don’t pay until coaching is complete
and leaders don’t pay unless they improve. Improvement is determined by those
working with and rating the leader, not by the leader him- or herself.

This approach has proven to be popular among Agilent executives. In spite
of a challenging market environment, leaders can continue their personal devel-
opment efforts and delay payment for professional services for up to one year.
Plus, leaders know beforehand that they will only pay for demonstrated
perceived improvements in their effectiveness as determined via a follow-up
mini-survey process.

The results-guarantee clause requires “qualification” of potential participants
(more on that below). Leaders leaving the program early or who have been
determined to no longer be committed are billed a pro-rated amount for the
professional fees.

Further, in establishing a relationship with one coaching vendor, Agilent has
been able to negotiate a preferred rate. Coaching fees are set as flat rates for
each option. Coaches are encouraged to help achieve measurable change with-
out incentivizing them to spend excessive billable time, wasting money and the
leader’s valuable time in the process.

Worldwide Coaching Pool

A recurring challenge during the rollout of the program has been the assurance for
the availability of qualified coaching resources on a worldwide basis. As a virtual
organization, A4SL Coaching & Consulting contracts with independent coaches to
deliver coaching services on a worldwide basis. This means A4SL C&C can add
coaches to an Agilent coaching pool without incurring additional expenses.
Coaches had to agree to be compensated in the same manner as the results
guarantee—no payment (except expenses) until the conclusion of the coaching
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program and no payment without successful improvement. Sourcing coaches in the
United States was not difficult. However, in Europe and Asia, where executive coach-
ing is less established, quality practitioners have been fewer in number and extremely
busy, thus making it difficult to entice them to agree to the results guarantee.

With the wide variance and lack of regulation in the coaching arena in
general, it became evident from the outset that a set of coach certification guide-
lines was needed. Minimum APEX coach requirements were established, which
included significant experience working with senior executives, experience as
a behavioral coach, multiple years in leadership roles, and an advanced degree.
The results guarantee serves as a natural qualifier. That is, generally, the qual-
ity coaches believe in their work (and have enough of it), so they can guaran-
tee the results while affording a delay in compensation. Also, coaches agree to
participate in company conference calls, remain current in their profession, and
abide by a set of ethical guidelines. Coach bios are screened and potential
coaches are interviewed in detail.

The coaching pool has grown to over sixty coaches worldwide. Each coach
participates in a telephone orientation and receives a sixty-page orientation
package. Agilent now hosts quarterly conference calls to keep coaches informed
on corporate news, learn about the coaches’ challenges in working with Agilent
leaders, and provide a forum for peer-to-peer learning.

Internal Marketing

In that APEX stands as a corporate-developed recommended approach, there
has never been a guarantee that any of the decentralized businesses would take
advantage of the program. Early on, it was agreed that an internal marketing
campaign was necessary to highlight the benefits of the APEX program.

The Leadership Development Showcase served as an appropriate opening for
the program. Similar presentations were then conducted in a variety of internal
HR and leadership development sessions, both in person and via telephone dur-
ing summer and fall 2000.

As the program grew, word of mouth became an extremely effective marketing
tool. As more leaders participated in the program, word began to spread internally.
Some line executives have nominated themselves and entire reporting teams to go
through the program together as a unit. Higher-profile leaders have been some
early adopters, including multiple corporate officers and vice presidents (VPs). It
became apparent that the HR managers were well networked with each other as
well. As a result, word of APEX spread through the Agilent HR community.

Finally, a corporate intranet site and supporting documentation were created,
allowing for easy distribution of information about the program. Much time was
spent crafting crisp, straight-to-the-point documentation to assist business
leaders in understanding the program quickly.
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ABOUT THE APEX PROCESS

Qualification and Coach Assignment

Due to the unique nature of the results guarantee, APEX requires a participant
qualification process. Potential participants conduct a brief interview with the
A4SL Coaching & Consulting program manager to determine any specific needs
and to ensure that APEX will meet their objectives. Participants need to indi-
cate a genuine interest in the program (rather than being “told” to do it), be
willing to receive feedback, select areas for development, and follow up with
key stakeholders regularly regarding their development goals.

Based on this initial conversation, the program manager sends the partici-
pant a set of bios for two to four coaches, based on the participant’s needs,
style, and location. Participants then telephone interview the coaches, learning
more about the coach’s style, approach, and background. At the same time,
coaches ask questions to determine any unique needs or issues for this
individual.

In this fashion, executives have a greater sense of ownership in the process.
Encouraging the participant to select a coach greatly reduces mismatches. As a
further and final qualifier, leaders are required to fund APEX through their own
budgets. (Agilent corporate sponsors the design and ongoing development for
APEX but not the individual engagements.)

What Do Coaches and Executives Do in the Program?

What actually takes place between the A4SL C&C coach and the participating
Agilent leader during the delivery of the APEX process? In the broadest terms,
the coach’s efforts in the delivery of coaching services are directed toward two
dimensions:

1. The overall feedback process—guiding the participant through the
initial online 360-degree feedback solicitation and one or two mini-
surveys, as well as helping the participant both debrief and follow up
with feedback raters and providers.

2. Content coaching—helping the participant become more effective in
a targeted area (for example, listening skills, influencing without
position power, coaching others). For most APEX assignments, the
development targets are derived via the administration of Agilent’s
customized 360-dgree feedback instrument, the Agilent Global
Leadership Profile.

APEX coaching assignments have tended to originate in one of two ways.
The primary method is through individuals entering the program, generally at
the suggestion of a manager or HR manager. In other cases, a senior Agilent
executive nominates his or her leadership team to undergo development via the
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APEX program. Each individual selects an A4SL C&C coach, and the process is
initiated. As individual energies rise within the APEX coaching partnerships,
team synergies also grow around the collective personal development efforts.
The two objectives of personal development and team development are well
served in this model.

On a side note, there is a benefit in the team model particularly with regard
to the online collection of the 360-degree feedback data. That is, when full
teams are nominated to participate together as a unit, the data collection process
happens simultaneously for individual members, and frequently the fact that
the whole team is participating creates a greater sense of urgency.

The APEX coaching process includes in-person visits coupled with regular,
ongoing telephone or e-mail contact. In practice, coaches visit participating
Agilent leaders approximately every six to eight weeks (in any given APEX
assignment, the number of visits may be higher or lower). Telephone and e-mail
contact during a typical month could range from one to six contacts.

It is interesting that for an extended period spanning most of the APEX pro-
gram’s existence, Agilent has been operating under a restricted travel policy.
Although an immediate impact on some APEX assignments was a decrease in
travel (particularly internationally), most APEX partnerships continued to
benefit through the increased use of telephone and e-mail contact.

This travel restriction was successfully handled, in part, through A4SL C&C’s
global pool of coaches to supply local coaching resources particularly in key
international sites. Also, some coaches have had multiple APEX assignments at
a given Agilent site (for example Santa Clara; Denver; and Boeblingen,
Germany), thereby making even regular travel more economical, since the cost
was shared by multiple participants.

During each individual coaching session, any number of topics may be covered:

¢ Explore the current business context to determine what may be different
or similar since the last coaching session

e Review perceived progress toward the developmental action plan
¢ Identify resources and tools to support the executive’s change efforts
® Review the executive’s recent experiences with his or her behavioral goals

¢ Shadow the Agilent leader and observe first-hand personal leadership
tendencies (for example, staff meeting, team meeting, feedback delivery,
key presentation)

¢ Role play (coach and Agilent executive assume roles, do a practice
delivery or dry run, and conduct critique and review)

e Prepare for or review follow-up efforts with key stakeholders and
feedback providers

e Set action items to complete for next coaching session
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Follow-Up with Key Stakeholders

The APEX program was grounded in the A4SL Coaching & Consulting research
regarding the impact of follow-up on perceived leadership effectiveness. In vir-
tually every organization in which A4SL C&C has delivered coaching services,
one lesson is universally the same: regular follow-up with key stakeholders
equates with perceived improvement in leadership effectiveness.

At least some of the Agilent executives who were seen as following up effec-
tively probably informed raters of their development objectives during the ini-
tial debrief of the 360-degree results. The initial debriefing is ideally a focused,
five- to ten-minute individual meeting held with each respondent immediately
after the 360-degree report is received. The follow-up addresses

e Thanking raters for providing anonymous 360-degree input

Relating the positive feedback
¢ Disclosing the developmental goal(s)
¢ Enlisting the rater’s help in the participant’s developmental efforts

Having conducted this “initial debriefing,” APEX participants are encouraged
to follow up with raters at regular intervals (quarterly on average) to pursue
additional feedback on their improvement. Figure 1.3 provides some compelling
data demonstrating the difference in perceived improvement among those APEX
participants who followed up and those who did not.

MEASUREMENT: THE MINI-SURVEY PROCESS

APEX coaching includes up to two online mini-surveys (see Exhibit 1.3). In
addition to providing a clear insight into perceptions of behavioral change, these
mini-survey results are used to determine improvement for purposes of the
results-guarantee clause as well.

Mini-surveys are short, three- to five-item questionnaires completed by
a leader’s key stakeholders. Raters are asked to measure improvement in the
leader’s overall leadership effectiveness and specific areas for development.
Raters also indicate whether the leader has followed up with them regarding his
or her areas for development. Additional written comments are also requested.

Aside from verifying individual improvement, mini-survey data can be aggre-
gated to provide team, group, or corporate-level improvement data.

RESULTS

APEX results to date (as demonstrated by aggregated mini-survey data) are
impressive. Figure 1.1 depicts aggregate results regarding improvements in overall
leadership effectiveness. (Data originate from APEX as well as original SPG raters.)
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Figure 1.1 Aggregate Results for Overall Leadership Effectiveness.

Source:

Data collected and managed by Assessment Plus.

Question: Has this person become more or less effective as a leader
since the feedback session?
Scale: —3 “less effective” to +3 “more effective”
N = 831 raters
Seventy-three leaders

Nearly 57 percent of respondents felt that APEX leaders had improved in over-
all leadership effectiveness to a +2 or +3 level. Over 78 percent of respondents
felt that APEX leaders had improved to a +1, +2, or +3 level. Nineteen percent
of respondents felt that leaders did not change, whereas nearly 3 percent felt
that leaders got worse.

Figure 1.2 depicts improvement in participants’ selected areas for develop-
ment. (Once again, the data originate from all APEX as well as original SPG
raters.)

Improvement on specific areas for development selected by leaders
Scale: —3 “less effective” to +3 “more effective”
N = 2276 raters
Seventy-three leaders

11



12 BEST PRACTICES IN LEADERSHIP DEVELOPMENT AND ORGANIZATION CHANGE

35.0%
32.2%

30.0% —

25.0% -
22.8% 21.7%

20.5%
20.0% —

15.0% —

10.0% -

5.0% —

0.7% 0.5% 1.6%

0.0%
-3 -2 -1 0 1 2 3

<«— Less effective  More effective —»

Figure 1.2 Aggregate Results for Selected Areas of Development.

Source: Data collected and managed by Assessment Plus.

Nearly 54 percent of respondents felt leaders improved in their selected devel-
opmental goals to a +2 or +3 level. Nearly 77 percent felt leaders improved to
a +1, +2, or +3 level. Nearly 21 percent of raters did not perceive any change,
whereas 2 percent perceived leaders as getting worse.

Results for those leaders who followed up versus those who did not
(from APEX and the original SPG groups)
N = 831 raters
Seventy-three leaders

Of the 831 raters, 530 (64 percent) believed leaders followed up with them ver-
sus 301 (36 percent) who perceived no follow-up. Nearly 67 percent of following-
up leaders were seen as improving to a +2 or +3 level, compared to 38 percent for
those who did not follow up. More notably, 35 percent of leaders who did not
follow up were perceived as staying the same (0) compared to nearly 11 percent
who did follow up. Over 5 percent of those who did not follow up were perceived
as getting worse, compared to 1.2 percent of the follow-up group.

In addition, positive feedback was frequently reported through the qualita-
tive remarks of the mini-surveys.



AGILENT TECHNOLOGIES, INC. 13

45.0%

40.0% 39.5% |

35.0% 34.5%

30.0%

27.7%

25.0%

22.4%
21.2%
21.1%

20.0%

16.6%
15.0%

10.5%
10.0%

5.0%
2.8% 1.7%

. 1.0% 0.4% 0.2% 0.6%
0.0% ——:b—v—D_—v—‘:h T | | |

-3 -2 -1 0 1 2 3

<+— Less effective  More effective —»

[] Nofollow-up [l Follow-up

Figure 1.3 Aggregate Results for Follow-up Versus No Follow-up.

Source: Data collected and managed by Assessment Plus.

Overall, APEX results to date have been very encouraging. Leaders are
improving in both overall leadership effectiveness and their selected areas for
development, as perceived by those working with the leaders.

KEY INSIGHTS AND LESSONS LEARNED

The following are some key insights and lessons learned from the APEX
experience that may enable any organization to more effectively implement an
executive coaching program:
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e Senior leadership commitment to APEX. In the last two years, from 2001 to
2003, the technology sector has suffered its worst downturn in recent history.
Agilent’s APEX program stands as a visible demonstration by senior leadership
of their continuing commitment to developing leaders by sponsoring execu-
tive and personal development even in a difficult market climate. Many “high-
profile” senior leaders were early APEX adopters, and they inspired many more
leaders to enroll in the program.

¢ Personal commitment of Agilent leaders. The majority of APEX participants
have displayed a high level of personal commitment to self-development as
displayed through their respective individual coaching partnerships. The APEX
program has experienced a very low percentage of participants becoming dis-
interested or dropping out; most participants enjoy favorable feedback from
mini-surveys administered at the program’s conclusion. The investments being
made in personal development pay dividends for most APEX participants over
time.

e Worldwide scope of APEX. A key challenge in the development of the pro-
gram was locating and retaining high-level coaches internationally who are will-
ing to work under the results-guarantee clause. Early difficulties have since been
overcome in developing an international network of qualified coaches willing
to work within the performance-guarantee clause. Prior to this, some coaches
traveled internationally to deliver APEX coaching services.

® APEX target audience. Since its inception, APEX has been and remains a
developmental tool targeting high-performing or high-potential Agilent execu-
tives. It is not intended to serve as a remedial process for an underperforming
executive or as a performance-assessment program. APEX candidates are first
screened by Agilent’s Leadership Development Group to ensure that APEX is a
good fit.

e Coach follow-up with feedback raters. APEX coaches keep in regular con-
tact with a leader’s key stakeholders. Coaches want to know whether the
leader’s new behaviors are being noticed by their raters. The only APEX assign-
ment to go full term without achieving successful results had a coach who was
out of touch with the raters and did not recognize their continual dissatisfac-
tion with the leader. Because raters are “customers” in the process, coaches reg-
ularly communicate with them.

¢ Coach mismatches. The possibility of coach mismatches appears to have
been addressed and minimized. Participants starting in the APEX program
receive biographies of up to four A4SL C&C coaches within their geographic
area. Executives then contact and screen from this set of prospective coaches,
and ultimately select their coach. By allowing executives to largely self-select,
the APEX experience has yielded very few mismatches. In those very few
instances in which a mismatch has surfaced, alternative coaches have been
made available.
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Exhibit 1.1. The Agilent Business Leader Inventory

e Delivers superior market-driven performance
Focuses externally on the customer
Drives for results
Models speed
Models focus
Models innovation

® Practices active leadership
Leads people
Actively manages talent
Models accountability
Models trust, respect, and teamwork
Models uncompromising integrity

¢ Builds equity in the Agilent brand
Practices strategic portfolio management
Promotes a global brand
Creates a boundaryless organization

Exhibit 1.2. The Agilent Global Leadership Profile

e Delivers high-growth performance
Focuses externally on the customer
Drives for results
Models speed
Models focus
Models accountability

e Practices active leadership
Leads strategy and change
Actively develops self
Actively manages talent
Models uncompromising integrity
Models innovation

® Acts globally
Creates a global organization
Models trust, respect, and teamwork
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Exhibit 1.3. Agilent Sample Mini-Survey

Agilent Technologies Mini-Survey Follow-up to the 360-Assessment

Return Information:

You are rating Alison Jerden.

You are in the “PEERS” rater group.
Your Web ID is 434-211667.

You may take this survey online by going to . . .
http://www.assessmentplus.com/survey

or...

Fax this survey to 1.413.581.2791

or. ..

Mail this survey via traceable carrier (FedEx, UPS, etc.) to . . .
Assessment Plus

1001 Main Street

Stone Mountain, GA 30083-2922

YOUR FEEDBACK MUST BE RECEIVED BY AUGUST 09, 2000

If you have any questions, please call Alison Jerden at 1.800.536.1470
or email ajerden@assessmentplus.com
Company Items
C1 Since the feedback session, has this person followed-up with you regarding
how he/she can improve?
1: No
2: Yes
C2 Do you feel this person has become more or less effective as a leader since
the feedback session? (Do not consider environmental factors beyond this
person’s control.)
—3: Less Effective
—2:
—1:
0: No Change
1:
2:
3: More Effective
N: No Information

Original 360 Survey Items
Please rate the extent to which this individual has increased/decreased in effec-
tiveness in the following areas of development during the past several months.

2. Distills market knowledge into meaningful trends and patterns
—3: Less Effective
—2:
—1:
0: No Change
1:
2:
3: More Effective
N: No Information
2a Do you feel that change was needed in the area mentioned in the previous
question?
1: No
2: Yes
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Exhibit 1.3. (Continued)

14 Effectively communicates higher organization’s vision
-3: Less Effective
-2:
-1:

0: No Change

1:

2:

3: More Effective

N: No Information

14a Do you feel that change was needed in the area mentioned in the previous
question?
1: No
2: Yes

30 Openly shares information
-3: Less Effective
-2:
-1:

0: No Change

1:

2:

3: More Effective

N: No Information

30a Do you feel that change was needed in the area mentioned in the previous
question?
1: No
2: Yes

You are rating Alison Jerden

Comments
What has been done in the past several months that you have found to be
particularly effective?

What can this person do to become more effective as a manager in the
development areas noted above?
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OVERVIEW

Many dream of reinventing themselves as nimble technology
companies. Corning has actually done it.
—Charlie Cray, Wall Street Journal

For over a century, Corning Incorporated has been a company synonymous with
technology-based innovation. Today the spirit of innovation is stronger than
ever. This management case study will look at the evolution of the current inno-
vation process practiced at Corning. The case will describe the approach used
to successfully create, implement, and grow a world-class, systematic new
product innovation process. It will also chronicle those who have championed
innovation as a best practice for nearly two decades.

In 1984, then Vice Chairman Tom MacAvoy was asked to “fix” Corning’s
approach to innovation; the technology cupboard was bare. To get James
R. Houghton (Jamie), Corning’s chairman & CEO (1983-1996; 2001-current) to
bless this effort, MacAvoy stressed the significance of the innovation process as
the most important quality program in the company. Learning how to innovate
on a systematic basis over a long period, formerly a tacit matter, was now to be
formally articulated so that it could be practiced across the company.

Today, the innovation process is alive and well at Corning. In fact, it is clear
that the company’s expertise in this area is going to play a significant role in posi-
tioning Corning for sustainable value and growth. As Corning’s current Chief
Technology Officer Joe Miller states emphatically, “Innovation will lead the way.”
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INTRODUCTION

Corning Incorporated, responsible for at least three life-changing product
innovations—the light bulb envelope, TV tube, and optical waveguides—
celebrated its 150th anniversary in 2001. Known for shedding old, mature busi-
nesses while establishing its leadership in innovative new product lines and
process technologies, the company was awarded the National Medal of Tech-
nology for innovation in 1993. The drive to remain innovative and reinvent itself
is at the crux of Corning’s identity and has been since Amory Houghton, Sr.
(Jamie’s great-great grandfather) founded the company in the 1850s as a small,
specialty glass manufacturer.

In the 1870s, Houghton’s sons—Amory, Jr., and Charles—established
Corning’s tradition of scientific inquiry and emphasis on specialty glass
products. They believed very strongly in creating unique products for mankind
and in staying away from the mundane and the ordinary. They believed, there-
fore, in innovation and research and development. The next generation, Alanson
and Arthur, institutionalized research by bringing under management the
company’s collective ingenuity. In 1908, they set up one of the earliest corpo-
rate research laboratories in the United States, one of four at the time.

Corning’s experience since then offers countless examples in which innova-
tive activities aimed at one objective have borne fruit in many arenas. Employees
have responded to business challenges by finding new and innovative uses for
specialty materials. The company’s best business successes have resulted from
its ability to tailor specialty materials for particular applications. We will focus
on one such example, EAGLE2000TM 'in some depth later in the case, one that
used the innovation process to achieve a great result.

Starting with a semiformal, six-plus-stage process used in the 1960s and early
1970s, Corning’s innovation process has evolved through five iterations to its
current manifestation as a centralized component of product development.

DIAGNOSIS: STAY OUT OF OUR HAIR AND FIX IT

As vice chairman with special responsibilities for technology from 1983 to 1986,
Tom MacAvoy found himself the target of open resentment expressed by the
operating divisions, which seemed to believe that they had been bearing
the burdens of an insufficiently productive, centralized technical establishment
for far too long. Business leaders were given extremely challenging profit and
loss (P&L) targets to meet. They felt the high cost and inefficiencies of research,
development, and engineering (RD&E) were a major stumbling block to meet-
ing their numbers. “Stay out of our hair and fix it” was the message MacAvoy
was hearing.
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Organizational Challenge

Innovation at Corning, as in U.S. industry more broadly in the 1980s, was a con-
cept that had fallen out of public favor. This did not mean that Jamie Houghton
would cut the R&D budget as a percentage of sales; he reasserted his personal com-
mitment to maintain research and development (R&D) spending at 4 to 5 percent
at that time. Although this was twice the national average and quite competitive
for the glass industry, it was hardly in the ballpark for a “high-tech” company,
where 6 to 8 percent was closer to the norm. Today, in 2004, R&D spending is at 10
to 11 percent of sales and expected to stay at that level.

One universal method of “fixing” R&D in the 1980s was to decentralize
either the institutions themselves or the control over their funding, or both.
At Corning, key managers still believed it was imperative to keep specialty
glass and materials research physically centralized, but financial decentral-
ization was a major plank of the profitable growth plan. The centrally located
part of the technical community accordingly shrank from a high of 1,400 peo-
ple in the early 1970s to a core force of 800 people, including central manu-
facturing and engineering. Today, R&D is a mixture of centralized and
decentralized resource allocation. Corning works hard to excel at creating link-
ages between the technology and the business. In fact, this drive is so strong
at Corning that it overrides the natural organizational barriers inherent
between the two functions.

Change Objective

To get Jamie Houghton to bless this significant change effort, MacAvoy had to
stress the connection to at least two of the chairman’s critical imperatives:
performance, that is, 10 percent operating margin (at the time the OM was at
2 percent) and Total Quality Management (TQM). To be sure, Houghton’s
preoccupation with quality was complete. MacAvoy recalls: “I’d worked out
some very simple arithmetic. Let’s say we’re spending $150 million annually.
We’re probably wasting about a third of it, we just don’t know what third it is.
If quality is only about improving manufacturing we can get 5 percent at most
improvement in gross margin. The rest has to be about improving the way we
innovate. Finally I convinced him that this had to be one of the Total Quality
objectives.”

The change management mission was clear, and MacAvoy summarized the
objective this way: a good research laboratory staffed by good people, skilled at
sensing technical trends early; building relationships with OEM (original
equipment manufacturer) customers in growing industries; excellent links between
scientists and engineers and through sales and marketing groups to customers.

It was also clear that to achieve MacAvoy’s vision, innovation would become
a key driver for change: Corning’s #1 quality process, its #1 vital few. Innovation
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would challenge the traditional ways of thinking—it would challenge the cor-
poration and its businesses to think differently about what was possible. Inno-
vation would convert ideas into opportunities and those opportunities into
sustainable streams of earnings for Corning.

Assessment

Except for a few key projects protected by top management and a few new prod-
ucts that had come in from the periphery, most other aspects of the RD&E
program had fallen into a state of neglect. New product development was insuf-
ficient to sustain profitability, declines in new process development had allowed
core businesses and acquisitions to become unprofitable, and the manufacturing
sciences had deteriorated. There were, to be sure, pockets of promising
technology here and there, but they were not strategically integrated even in the
desired market-based businesses, end-use and systems-based products.

Corning’s defensive moves of the 1970s and early 1980s—to reduce
research funding (down 20 percent in real dollar terms over the decade) in
favor of development and to confine new investments primarily to low-risk
product and process extensions and renewals—had set up a cycle of dimin-
ishing returns. Corning’s traditional practice of sponsoring exploration and
“reach” projects across the board, as well as keeping up a certain level of risk-
taking, had had the important side benefit of replenishing the company’s
“technology till.” By the mid-1980s that till was in need of revitalizing—the
cupboard was bare.

Further, much of the rest of the company was paying no attention to inno-
vation at all, while low morale in the R&D organization itself was undermining
the effectiveness of its projects. Innovations that did occur were based on
extreme measures. Efforts to innovate were succeeding by acts of heroism or by
fighting the rest of the company.

Approach

With Houghton’s blessing, MacAvoy placed innovation under the umbrella of
Total Quality and, with that, was on his way.

The company’s innovation process previously had been defined only within
the research, product development, and engineering communities, and now the
company would work to make this minimalist, yet formal, process the central
integrating mechanism across the broader community.

A major part of MacAvoy’s effort consisted of a systematic appraisal of
Corning’s many past innovation successes and failures—its best practices and
lessons learned—from which he and his team aimed to develop an explicit,
formalized description of Corning’s way of innovating: an innovation process.
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INTERVENTION: KEY ELEMENTS

Innovation is possible in every aspect of our work together.
—Tom MacAvoy

As the first step toward significant change, MacAvoy set up the innovation task
force as a quality improvement team to find out why the rest of the company
was dissatisfied with RD&E. Members of the team—including recognized
Corning innovators—invested months of their time, most of it over early
morning breakfast meetings, which became commonly known as the Breakfast
of Champions. So as not to ignore outside perspectives, the team retained an
outside consultant as part of the program.

The first decision was to focus on Corning’s past history of successful inno-
vation as an untapped resource, one that could be crucial to rebuilding morale.
They also believed that the understanding of innovation implicit in the com-
pany’s shared memory needed to be made more visible. MacAvoy proposed a
slogan for this effort taken from a well-known saying of Corning veteran Eddie
Leibig: We never dance as well as we know how.

The group studied hundreds of Corning innovations, mining them for their
larger meaning. Many of their generalizations matched those that were coming
out in broader studies of innovation across the country: that high-caliber people
who were willing to take risks and had good communication and team-building
skills were key.

Another factor stood out: Corning’s ability to very quickly concentrate
maximum strength on a project of major importance, referred to internally as
“flexible critical mass.” This method enabled Corning to tackle outsized oppor-
tunities. In addition, innovation at Corning had never been the sole province of
scientists or even technical people. Corning had been good at identifying and
developing innovative leaders with the right qualities throughout the company’s
history, but this kind of leadership had gone by the board in the face of coun-
tervailing pressures to specialize, downsize, or reduce the asset base and shifts
in balance between the short-term and the long-term. Finally, based on a review
of current literature on innovation, the task force identified a five-stage Stage-
Gate™ model that could be adapted for Corning’s case (Figure 2.1).

The innovation process, although depicted in a linear fashion for teaching pur-
poses, is anything but linear. An iterative process by definition, innovation is one
of the most fluid, yet socially complex of business processes. Innovation tran-
scends the entire organization—it is a way of enabling people to learn together;
it provides a framework for a common language. Further, Figure 2.1 depicts
the concurrency of three functional disciplines—typically organized as cross-
functional teams for innovation activity.
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| Marketing

| Technology

| Manufacturing

| Il 1l \% \
Build knowledge Determine Test practicality Prove profitability Manage life
feasibility cycle

Ideas ————— Experiments —————» Projects —————» Production —————— Profits

Figure 2.1 Five-Stage Stage-Gate™ Model.

Source: Copyright © Corning Incorporated. Reprinted by permission.

Jim Riesbeck, director of corporate marketing, acting as the marketing mem-
ber of the Breakfast of Champions, cautioned against doing what many com-
panies were doing at the time, which was to define the process of new product
development in such minute detail that it reduced innovation to filling in end-
less checklists and inhibited creativity instead of enhancing it. The task force
adopted a skeletal overview of the essence of a process, grounded in Corning’s
own unique experience, to be used as an integrative framework. “We are going
to make this a marketing document. . . . We are really going to use this thing!”
exclaimed Riesbeck.

As a second step toward significant change, MacAvoy orchestrated a two-
and-a-half day innovation conference for more than two hundred senior Corning
leaders that was intended to focus attention on innovation and re-introduce
the innovation process. Moreover, he reminded those in attendance that the
conference’s subject matter was in fact nothing less than the company’s defining
activity: “In all cases, technology is involved and is at the heart of what we do.
We lead primarily by technical innovation. Translating technology into new
products and processes, into new ways to help our customers, into new sources
of profit and growth—that’s what we’re all about as a company.”
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The task force had not limited its deliberations to celebrating Corning’s past
achievements. It had also identified the key ways in which Corning had fallen
short of innovating effectively. MacAvoy portrayed innovation as one of the top
quality problems the company had. He firmly implanted the notion that improv-
ing the innovation process by 10 percent a year could cut costs in half. Doubling
that rate would be equivalent to doubling the RD&E spending level. It came
down to restoring several simple elements: an environment and culture of
energy and enthusiasm, entrepreneurial behavior at all levels, the right people
in the right places, sound business and technical strategies, improved processes
for nurturing ideas, and organizational mechanisms that could support the
organization’s drive for results.

Turning Point

The conference was a real turning point. The conceptual marriage of TQM and
innovation was far more than simple rhetoric. Although it would be another
seven years before quality programs and innovation would work together on
the same track, at least they began running on parallel tracks. A full decade
would pass before the change in attitude inaugurated at the innovation confer-
ence would be reflected in significantly increased RD&E budgets, but a new
generation of innovators with the necessary integrative skills was in the mak-
ing. Today Corning sees a reinvigoration of this marriage between TQM and
innovation effectiveness.

Critical Success Factors

Several enduring success factors emerged from the innovation conference. First,
the articulated formal process provided a framework for training programs at
all levels of the company, becoming part of the structure for project reviews and
the basis for hiring and deploying personnel. One requirement for attending the
training was to be part of an established team. Starting with marketing and tech-
nology and later spreading to other areas of the company, attention was paid
to fostering innovators and creating integrated technology plans. According to
Charlie Craig, Vice President and COO, Science and Technology, “The graphic
we use [three upside-down exclamation marks that resemble people, followed
by three right-side-up exclamation points] says it all (see Figure 2.2). The

it !

Figure 2.2 Innovation People!

Source: Copyright © Corning Incorporated. Reprinted by permission.
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exclamation points represent people, motivation, and the excitement of
innovation—the most important ingredients.”

The long-term benefit of having the five-stage innovation process and train-
ing people across the company in its use was that, in an era when “time to
market” became the competitive issue for industry at large, Corning had already
developed the routine practice of including all major parties in any new process
or product innovation as early as possible. Ted Kozlowski, one of Corning’s key
development managers for many successful products, commented that the
relations between people were critical.

Another consequence of the innovation effort was a rise in internal entrepre-
neurial behavior. At Sullivan Park, in particular, technologists were allowed to
supplement an essentially flat R&D budget with sales of shelf technology, sales
of services in which Corning had particular expertise, and increased government
contracting for technologies they wanted to pursue anyway. Those who were
willing to expend the effort were given the latitude to form small enterprises.

Yet another success factor was possibly the most unusual for companies at
the time: the continuation of a practice of collective self-examination that previous
Corning generations had also employed. In reviving the practice of storytelling,
the task force showed that reinvigorating shared memory was a powerful way to
build the company’s collective ingenuity. It tied the notion of best practices not
solely to the dictates of outside experts or to the examples of other companies,
but to the recovery of grounded experience in the company itself.

Additional components were to examine innovation as it impacted market-
ing and manufacturing.

Innovation in Marketing

I never believe it’s too early to bring in that marketing expertise . . . it’s
marketing knowledge, it’s customer knowledge . . . where’s the product
going to be used . . . let’s ask someone in that area and see what they
think. . . . Once you've got a technology you think you can use for
something . . . that’s maybe the secret . . . somebody’s got to believe . . .
“I think it can be useful here.”

—David Howard, Corning Telecommunications

Corning needed to focus on its effectiveness in both approach and deployment
of resources to understand current and future customer and market needs—a
weak point traditionally. Included in this focus was—and still is—the assess-
ment of current performance, development, and execution of improvement
plans. The prescription involved people in all functions and levels collecting
data, applying analytical tools, developing insight, and sharing that insight
throughout the organization, which today supports “roadmapping,” “portfolio,”
and the five-stage innovation process itself.
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Innovation in Manufacturing

In addition to a renewal of innovation at its R&D centers—the obvious place
where creativity matters—manufacturing processes, too, would benefit from a
return to Corning’s roots. While Corning was working to regain its position at
the forefront of innovation by inventing unique materials, processes, and tech-
nologies, its manufacturing operations shared some common problems that
made it difficult to sustain their lead over competitors. The quality effort was
already doing much to improve manufacturing discipline in all of Corning’s
plants when management asked Roger Ackerman (who, in 1996, succeeded
Jamie Houghton as chairman & CEO, until 2001) launched a companywide
assessment of its manufacturing operations in 1986.

As the innovation process evolved, the need to develop inherent linkages
among technology, marketing, and manufacturing became critical, as each com-
ponent was an equal leg in the three-legged stool of innovation. Ed Sever, for-
mer plant manufacturing engineer, states: “It’s as true in plants today as it’s
ever been—anytime there’s a major project, we make sure that there’s a plant
person assigned to the team . . . who knows they are the receiver, that it’s their
job to help make this thing happen, and they ought to be pulling equally as hard
as they’re [R&D] pushing.”

HIGH-TECH COMPANY

Knowledge, risk, cost, and time to market are critical to
successful innovation in a high-technology company.
—Charlie Craig

By the early 1990s Corning had demonstrated by means of its effective adop-
tion of quality and innovation as complementary disciplines that a future as a
high-technology company was a strategic option. Jamie Houghton’s address to
the Industrial Research Institute in 1993, on the tenth anniversary of his earlier
address to that body, was a sign that this was so. Innovation, Houghton
declared, was the glue that bound all functions into a cohesive team of inven-
tors, producers, and innovators. Speaking of the obligations of general man-
agement leadership in high-technology product development and marketing,
he argued that Corning had significantly improved the effectiveness of its
RD&E—the quality and rate of its innovation—by applying TQM principles to
innovation: “In my view, Innovation is absolutely an integral part of Total
Quality; in the mid-1980s, it was the largest single cost of quality problem we
had in the company. If we can continue to move forward on this, if we can get
another 10-20 percent better in being more effective in linking our technology
to the marketplace, we know what a huge opportunity it will be for us.”
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Corning Competes

Immediately following Houghton’s address to the Industrial Research Institute
(1993), Corning launched Corning Competes, a program designed to reengineer
its key business processes. Deliberate in its choice to reengineer rather than
restructure, Corning Competes represented a reinvestment in Corning’s business
processes through continuous improvement of best practices. It also provided
the necessary tools for better communication among the technical and business
constituencies. The company needed to enhance its capability to compete for
present and future business while improving its financial performance.

As the innovation process was the number one cost of quality in the company,
the goal of the Corning Competes innovation effectiveness team was to enable
Corning to get the most from its innovation investment in product and process
technologies. To ensure that the company was well positioned for growth and prof-
itability, the team sought to “reengineer the process by which Corning creates,
identifies, evaluates, prioritizes, and executes against market opportunities.”

Equally pressing within the technology community was the need to drive dis-
continuous improvement—to instill a “step change” within the continuum of
best practice continuous improvement. The company had to manage a culture
change that would enable it to strike a balance between continuous improve-
ment and the step changes necessary to deliver breakthrough technologies.
Some of Corning’s greatest profit-producing technology breakthroughs had come
from just that—from achieving that delicate balance between incremental
improvements on the one hand and breakthrough invention on the other, thus
leading to new product and process commercialization. Going forward, this kind
of innovation would be “the ticket” for Corning.

Innovation Today

The continued focus on innovation at Corning today—with an ever-evolving,
dynamic process featuring pronounced cross-functional and cross-disciplinary
integration—has allowed the company to make decisions faster and closer to
the point of action. Implemented flexibly yet with rigor, the innovation process
allows people and projects to overcome both internal and external barriers, to
be agile—gaining, sharing, and acting on new information and insights—
provide more opportunities to innovate, reduce product development time, and
enhance customer relationships. In short, it allows the company to outlearn
and lead the competition.

Through generations of change at Corning, innovation is the sustaining thread
throughout. “Innovation is in Corning’s DNA,” says Charlie Craig. It is what
allows the company to reinvent itself—most often through the reuse of its
technology—which it has done sixteen times in its 151-year history. The company
champions and nurtures innovation; it uses innovation as a means to succeed.
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Here is a current example. One way Corning is dealing with the telecom-
munications industry collapse, in which an entire market disappeared
seemingly overnight, is to repurpose and redirect its investment in intellectual
property around optical technologies, clearly into a technology that is non-
telecommunications related.

Another use of a core technology resulted in EAGLE?00T™ 3 prime example
of innovation at Corning today—innovation at its best.

Background

Innovation has always been the hallmark of our success.
—Jamie Houghton

Corning has a long tradition of building on and reusing its existing technology
and knowledge bases to innovate and create new business opportunities. An
important example is the “fusion process,” developed in the early 1960s by
Corning engineers. Initially used in combination with a newly developed mate-
rial, Chemcor (chemically strengthened glass for manufacturing automobile
windshields), the fusion process lived on when the windshield market did not
materialize for Corning.

During the 1970s, Corning scientists at the company’s research facility in
Fontainebleau, France, used the fusion process to manufacture sunglass lenses.
Long a supplier of tubes to the television industry, Corning began to look for
ways to extend its presence in the display markets. Using the fusion process, it
began producing flat panel glass for liquid crystal display applications, such as
laptop computers.

As the markets for laptops, PDAs (personal digital assistants), flat screen
monitors, and flat screen televisions began to grow in the 1990s, Corning sci-
entists and engineers continued to use the innovation process and the Fusion
process to meet the demands of its customers. EAGLE2000TM js an excellent
example of the use of both processes.

Contemporary Success Story: Innovation at Its Best

The results for EAGLE?0%0™ haye been fantastic. Not only did this project use the
Innovation Process to meet the customers’ demands for lighter weight displays, it
also improved our capacity and profitability as well.

—Randy Rhoads, project manager

We had interesting joint sessions very early on. Manufacturing,
technology, and marketing worked very, very closely on this—in the first
stages with product development, the detailing of the product, and what

the customers really required.
—Dan Nolet, display technologies
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With its combination of glass properties and manufacturing technology, Corning
EAGLE?000TM flat glass substrates enable active matrix liquid crystal display
(AMLCD) manufacturers to make larger, lighter, thinner, and higher-resolution
displays for computer monitors and home entertainment. This glass has the
industry’s lowest thermal expansion, thus decreasing the effects of thermal
down shock and breakage, and due to its remarkably low-density composition
Corning EAGLE?900T™ glags is the lightest AMLCD substrate on the market.

EAGLE?009T™™ 3150 has improved chemical durability over earlier substrate
glasses, which minimizes glass damage during the harsh chemical processes
involved with display manufacturing. Corning EAGLE29%0™ glass is made using
Corning’s fusion process. This close-tolerance glass draw process, combined
with Corning’s patented composition, yields glass with truly remarkable quali-
ties: pristine, near-perfect flat surfaces with improved thickness variations that
don’t require polishing.

By participating early in the innovation process, the manufacturing group—
along with marketing and technology—ensured that the production-delivery
process design accommodated all key operational performance requirements. A
strong, cross-functional team was established right from the start. This early
involvement helped the team avoid many of the later-stage issues that often
arise when the manufacturing function is not an active participant in the early
innovation stages. In this way, they were able to influence the design so it
allows a more robust manufacturing process (see Figure 2.3).

While marketing conducted an extensive study to identify and quantify the
customers’ requirements, manufacturing defined the performance range of
Advanced Display processes, so that technology was able to identify the vari-
ous compositions that would not only meet customer needs, but would also
work within manufacturing’s current and expected parameters.

Evaluate Evaluate Confirm Confirm
opportunlty concept concept profltablllty
BU|Id Determlne Test Prove Manage
knowledge feasibility practicality profitability life cycle
Concept Development Profitability Commercialize Life cycle
plan plan plan plan plan

Figure 2.3 Manufacturing Process.

Source: Copyright © Corning Incorporated. Reprinted by permission.
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The EAGLE2000T™ product team noted the following additional benefits of
using the innovation process:

e The common language and understanding of the five stages made it
easier to accommodate the many personnel changes that occurred
throughout the project. It also provided the framework to hold their
global team together.

e The cross-functional team from the start enabled all functions to actively
participate in the development of the project objectives. The shared
ownership of the project objectives helped guide the project effectively
throughout the five stages

¢ The team, by proactively using risk management, had the ability to find
a balance between market requirements, manufacturing capabilities, and
technical competencies. The key for EAGLE2000TM w35 to find common
denominators for all three areas.

e The five-stage suggested activities helped outline the required work and
deliverables for their planning process.

ON-THE-JOB SUPPORT: REINFORCING
THE REINFORCEMENTS

The innovation process has evolved well beyond the rudimentary model we
adopted two decades ago . . . and is now embedded in our culture.
—Joe Miller

On an ongoing and consistent basis, Corning requires employees on project
teams to take its innovation training and follow a comprehensive set of guide-
lines and tools toward product innovation. The company has progressively broad-
ened the training to more teams and functional units, “spreading the language
of our business.” Corning also renews its innovation process periodically—most
recently, for instance, to manage the innovation “pipeline” for new opportuni-
ties, g risk assessment, costs, and value added (see Figure 2.4).

Innovation Effectiveness

These innovation effectiveness processes are the underpinning for the
growth of our company.
—Charles “Skip” Deneka, CTO, 1996-2001

Innovation effectiveness is the umbrella term for Corning’s innovation effort.
“Innovation effectiveness encompasses identifying opportunities (roadmapping),
selecting opportunities (portfolio decision making), delivering opportunities
(innovation project management) in order to realize benefit (dollars), and
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Knowledge Building and Organizational Learning - All Along Pipeline

: : Spin-out/Sell
Licensing “\ (’

External
technology sources

External partnerships/
acquisitions

Figure 2.4 Corning Innovation Pipeline.

Source: Copyright © Corning Incorporated. Reprinted by permission.

Major
opportunities

staying closely connected to customers and markets” (Bruce Kirk, corporate

innovation effectiveness leader).
Innovation effectiveness requires

e Understanding the overall corporate and business strategies

¢ Developing sound roadmaps based on understanding customers,

markets, competitors, and Corning’s strengths and weaknesses and
estimating resources required for each project submitted to the portfolio

management process for funding

¢ Applying the portfolio management process to evaluate, prioritize, and

select projects

e Executing the selected projects well

Ideas into Dollars

The following list and Figure 2.5 describe Corning’s best practice for enabling

successful and innovative projects.

® Roadmapping. Anticipating and planning for future opportunities.
Requires customer focus and forward-looking thinking.

e Project portfolio. Selecting the best opportunities, balancing the risks and
benefits, and allocating critical resources. Applying process rigor while

retaining flexibility to exercise judgment.

e [nnovation project management. Moving a product, process, or

service idea iteratively through the stages of innovation to successful

commercialization (dollars). Reduces development time, increases

the number of commercially successful products, and cancels the
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Figure 2.5 Ideas into Dollars.

Source: Copyright © Corning Incorporated. Reprinted by permission.

Table 2.1. Innovation Delivery
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Source: Copyright © Corning Incorporated. Reprinted by permission.
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less-promising projects earlier. This is the five-stage Stage-Gate™
innovation process, referenced earlier.

¢ Customer and market understanding. Truly understanding customers,
markets, competitors, and anticipating their actions and reactions. The
underpinning of the other three innovation elements.

Evaluation

At Corning, a significant measurement of the innovation effectiveness process
is the percentage of sales of new products from R&D. Since 1998, Corning has
delivered no less than 57 percent of its products to the marketplace within four
years. That is a remarkable accomplishment by any corporate standard.

THE LEARNING MACHINE: DRIVING SUSTAINABLE
VALUE AND GROWTH

The innovation process is a learning machine that drives the company’s sus-
tainable value and growth (see Figure 2.6). Corning’s focus on quality and
knowledge-sharing tools and practices provides the “rate-change enablers” that

Sustainable

value and growth

Knowledge
management

Organizational

learning

Figure 2.6 Innovation Process.

Source: Copyright © Corning Incorporated. Reprinted by permission.
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increase the rate of organizational learning—bringing Corning differential value
and competitive advantage—and, in turn, increases the rate of innovation.

The Learning Machine: Providing New Angles on Insight
Without being overly prescriptive or bureaucratic, Corning encourages sharing
of knowledge in the following ways. This has promoted a short cycle “learning
machine,” which allows colleagues to share and test data and best practices.

* Morning meetings
A forum to share proprietary research results in progress
Thirty-minute talk on work or current state of the science or project
Additional time scheduled for Q&A and discussion
Audience and speaker exchange ideas and gain insights

e Technical tutorials

Education on a technology, including orientation, strategy, technical
components

Offered at multiple levels
Encourages tacit knowledge exchange
® Research reviews

Enable business leaders and technology community members to stay
abreast of rapidly changing technologies and market trends

Two hours in length, with time for interaction within the technology
community, as well as with the business partners

Begin with opening remarks by the specific project leader, followed by
presentations by key project members

e Communities of practice

Individuals who come together over a common interest, one that could
be directly or indirectly related to their current work

Formal (sanctioned); for example, Centers of Excellence

Informal (grass roots); for example, software programmers

Knowledge Management and Organizational Learning

These knowledge-sharing tools and practices are only a few of many examples
that have emanated from within the technology community. They demonstrate
how innovation is coupled with other ongoing Corning business practices into
everyday activities and processes, providing new insights for Corning. Scientists,
engineers, technicians, and commercial managers share knowledge, experience,
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and perspective on a regular basis. In doing so, they optimize, leverage, and
re-use this key knowledge, experience, and perspective—all critical components
of learning—within a technology context. For Corning, this translates into new
product and process innovation—ideas into dollars.

A key ongoing goal of Corning’s learning machine is to increase its know!-
edge re-use quotient. To do this, the company increases the number of perspec-
tives (people and disciplines) within the organization, improves interdisciplinary
sharing (the number of interactions that occur among disciplines), and provides
the necessary tools to synthesize all those interactions to reformulate the com-
pany’s knowledge for re-use. Corning also includes tactical elements such as
ergonomics and facilities design to ensure that these interactions occur; for
example, secure video conferencing, facilities, and informal meeting areas.
Increasing the knowledge re-use quotient means the real-time tapping of insti-
tutional knowledge and memory through people in a global culture and in
everyday circumstances within the workplace.

Another key element is building the knowledge (technology) warehouse.
This is basically an archive—a technology cupboard—from which one can
research, identify, and access technology for re-use. At Corning, technology
investments are never lost: they are either shelved as tangible objects
(samples, patents, technical reports, lab notebooks) or accessed through the
intangible, tacit corporate memory through storytelling, oral histories, and
other everyday means. The company constantly builds its knowledge cache,
“packages” it in a complete, relevant form, and trains its employees how to
access it for further use—a way to preserve and build upon its core compe-
tencies and critical capabilities. The innovation process—an iterative process—
is the learning catalyst; it is what ties together both modes of learning into a
“learning machine.”

Enhancing the Learning Culture: Building Bridges
to Enable Innovation

In order to create and sustain the learning culture to enable innovation, bridges
must be built. An example would be a move toward bridging manufacturing
effectiveness with innovation effectiveness through process engineering (see
Figure 2.7). Another leading example would be the bridging of two traditionally
disparate internal initiatives—manufacturing process improvement and the
knowledge management and organizational learning effort—focusing on
the unifying theme of innovation. Doing so will provide a real-time opportunity
to address pressing process technology issues facing Corning today—in short,
an opportunity to drive improved profitability now, reinvigorate quality, and be
“ready” for the next upturn.

This type of interactive, dynamic collaboration will yield for the company not
only the standard cost containment, greater resource availability, and larger
internal target audiences, but will also help ensure the company’s stability
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Figure 2.7 Accelerating Learning by Building Bridges Across Organizations.

Source: Copyright © Corning Incorporated. Reprinted by permission.

and growth. It will help rebuild the network, enhance the learning culture, and
expand technical know-how through optimizing synergies.

Learning Coaches: Establishing a New Core
Competency in R&D

The only way to make sure the culture and discipline are
sustained is to have an experienced advisor present.
Our Learning Coach Center of Excellence will ensure

company wide implementation and learning.
—Charlie Craig

Once the elements of the learning culture are in place, and the organization
understands how it learns most effectively, the process is catalyzed with learn-
ing coaches, similar to Six Sigma black belts. These are individuals whose role it
is to become knowledge networking “agents” or learning facilitators within the
organization. Part of a Learning Coach “center of excellence” or virtual commu-
nity of practice, they are trained as innovation project managers and are highly
skilled at process excellence around innovation effectiveness and how people
learn. These learning coaches join teams and prompt them to share knowledge,
cross boundaries, learn together, and become more effective collaborators.



40 BEST PRACTICES IN LEADERSHIP DEVELOPMENT AND ORGANIZATION CHANGE

A member of several project teams at once, a learning coach cross-fertilizes
the teams with new knowledge on an ongoing basis and provides a learning
bridge between projects for sharing best practices and lessons learned. The
learning coach also instills “the thrill of a hobby” into the innovation environ-
ment, thus stimulating deeper and quicker learning and enabling greater
satisfaction through work.

By integrating capabilities and competencies and recycling learning, Corning
is constantly optimizing the process. This is a virtuous cycle—it is all about
prompting and leveraging change, building knowledge, converting intellectual
assets into productive use, and learning better together to innovate better. Corn-
ing is thus able to realize in unique ways new opportunities and solutions it
never before thought possible—discontinuous improvement and breakthrough
invention. It is, in the end, about competitive advantage and setting the pace
for innovation.

LESSONS LEARNED

Innovation is about flexible management and good judgment.
—Roger Ackerman

Lessons learned is a shared practice some call after action review that takes form
to retain organizational memory of important RD&E projects. This practice
includes the following actions:

e Start with a strong, visible, influential champion, one who has a true pas-
sion for innovation, who acts as a rallying point and a change agent, and who
inspires a cadre of true believers at all levels of the organization. MacAvoy was
able to bring together marketing, manufacturing, technology, and human
resources to “fix” the problem. Champions will change over time, but their pres-
ence and level of support cannot change. Corning has maintained its innova-
tion champions for two decades; for example, MacAvoy, Deneka, Ackerman,
Miller, Craig, Houghton.

e Establish a strategic link between the initiative and the company’s core
values and goals. From the outset, MacAvoy and his team underscored the
significant tie to Total Quality Management, profitability, and growth.

e FEstablish a progressive, formal yet fluid and iterative process with built-in
flexibility. The process cannot be reduced to the checking-off of boxes, as in a
cookbook—that’s the fastest way to introduce bureaucracy and stifle creativity.

Today’s model emphasizes judgment by the project leader and the sponsor to
determine the rigor needed at any specific innovation stage, as opposed to the
original model, a linear one, in which the main activity was doing everything
that the innovation guide indicated.
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e Encourage cross-functional, cross-disciplinary project teams, in which peo-
ple openly collaborate, share, cross boundaries, and act on their collective know!-
edge, experience, and perspective. By definition, there should be a great degree
of communication and “overlap” between project teams.

e Learn from both best practices and lessons learned. When Corning effectively
uses the innovation process, it allows management to overcome a natural incli-
nation not to stop a project that is far down the pipeline due to resource expen-
diture. Corning is learning that it isn’t best practices alone, but also lessons learned
that stimulate innovation. (At Corning, investment in technology is never lost;
technology is re-used to develop new materials and processes to exploit new mar-
kets. For example, a material that failed at its initial target market—sunglasses—
has become a steady, profitable business for the semi-conductor industry.)

e Know who the customer is and what their requirements are. Never forget
that market and customer understanding is the underpinning of the three core
elements of innovation effectiveness: roadmapping, portfolio management, and
innovation project management.

As Corning reinvents itself for the future, Chairman and CEO Jamie Houghton
points out that unlike when he first became chairman in 1983, Corning’s tech-
nology cupboard is full. He and others attribute this competitive advantage to
a rigorous, dynamic, and fluid innovation process. This is all well and good, but
the fact of the matter is that Corning, in this time of crisis due to the telecomm
debacle, is about to find out, real-time, just how good it is at innovation effec-
tiveness. Given Corning’s long history of innovation and reinvention, the
attitude of the organization is to step up and welcome the challenge.

POSTLOGUE: CONTINUOUS IMPROVEMENT

Focus on a few areas that truly influence innovation’s process effectiveness:

¢ Focus on the selection and prioritization of opportunities and projects:
what to work on (innovation opportunities) is just as important as how
well the innovation work is done (innovation projects).

e Capture and share lessons learned at each diamond decision in the five-
stage Stage-Gate (process).

e Ensure senior leadership involvement to drive consistent use of the
process.

e Put the right people in the right roles in the critical elements for success:
Quality of innovation project leadership
Engaged innovation project sponsors

Team skills matched to project objective
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¢ Install learning coaches to develop the skills of innovation project
sponsors, team leaders, and team members.
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OVERVIEW

This case study describes the key principles and administrative structure used
by Delnor-Community Hospital to

¢ Transform its organizational culture
e Improve internal and external customer service
e Achieve growth in patient volumes and operating margins

e Enhance the quality of patient care

Under the leadership of a visionary senior management team and through
the coaching of a leading health care consultant, the hospital has emerged as a
national leader in service excellence and patient, employee, and physician
satisfaction.

The hospital has also enjoyed significant growth in inpatient admissions and
outpatient visits, while improving its operating margin to near record levels.
Quality measures have been steadily on the rise, and the entire Delnor culture
has been revitalized in ways that many beleaguered hospitals can only hope to
achieve in today’s challenging health care environment.

How has Delnor done it? By structuring the administration, patient care, and
operations of the hospital around the five pillars of service, people, quality,
growth, and financial performance, and by integrating the following nine
principles into the fabric of the organization:

Commit to excellence

Build a culture around service
Build accountability

Create and develop leaders

Recognize and reward success

A Ul s W N~

Focus on employee satisfaction
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7. Measure the important things
8. Communicate at all levels

9. Align behaviors with goals and values

Delnor’s experience in implementing these pillars and principles provides a
fascinating case study and valuable insights for other health care and non-health
care organizations attempting to transform their culture to achieve higher levels
of performance.

INTRODUCTION

It was January 1999, and Delnor-Community Health System President and CEO
Craig Livermore knew his hospital had reached a critical point in its history. For
years, Delnor had enjoyed a reputation in its service area as a “good” commu-
nity hospital. Patient satisfaction was good. The quality of patient care was
good. Employee relations were good. And the hospital’s financial picture
was good. The problem was that “good” was no longer good enough.

“Simply put, we made the decision that we wanted to become the ‘best of
the best,” recalls Livermore. “As a Board of Directors and senior management
team, we committed ourselves to taking Delnor to the next level and becoming
one of the top hospitals not just in our region or state, but in the entire United
States.”

What was the driver for this ambitious goal? “First and foremost,” says
Livermore, “we felt we had a responsibility to provide our community with not
just good, but exceptional patient care and service. That’s the heart of our mis-
sion and is our fundamental reason for being. But beyond that, we knew that
in order to continue to be successful in the future we were going to have to
establish the right niche for ourselves in the marketplace—something that
would distinguish Delnor from other area hospitals,” Livermore said.

After careful deliberation, the senior management team chose “service excel-
lence,” and began focusing their energies on improving patient satisfaction
throughout the hospital. But as they embarked on their journey, they quickly
learned that achieving this goal was going to take much more than implement-
ing quick fixes or a “customer service program.”

“The deeper we got into the process, the more clear it became that what we
needed to do was far bigger than focusing strictly on how to improve patient
satisfaction,” recalls Vice President and Chief Nursing Officer Linda Deering.
“To become the excellent hospital we were striving to be, we realized that we
needed to make major organizational changes that would transform the very
culture of the hospital and impact every aspect of patient care and operations. It
was a huge challenge, with the future success of the hospital riding on the
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outcome. But [ knew we were up to the challenge and had the determination
it would take to get the job done,” said Deering.

Over the next three years, Delnor implemented a winning formula for suc-
cess that propelled the hospital into the spotlight as a national leader in patient,
employee, and physician satisfaction. The following case study will provide
insight into the key elements of this formula and offer a “how to” approach for
implementing “built to last” changes in your organization.

IT STARTS WITH A TOP-DOWN COMMITMENT TO BECOME
THE “BEST OF THE BEST”

When discussing organizational change, many businesses make the mistake of
focusing first on finding the right change management model, but at Delnor
Hospital leaders found its first key to success was something far more basic and
fundamental. Observes Livermore,

The best system or model in the world isn’t going to do your organization a bit
of good unless you have a top-down commitment to making it work. To me,
that’s where it all starts. Your board of directors, CEO, and senior management
team have to be firmly and passionately committed to becoming the “best of the
best.” They set the tone and direction for the entire organization. It’s absolutely
imperative that they recognize the need for major change and be the catalysts
for making it happen. This creates a trickle-down effect throughout the organi-
zation. Once mid-level management and line-level employees see top executives
leading the way, most of them will begin to support the initiative as well.

“When our CEO and other top administrators began the drive to become the
‘best of the best” what most impressed me was their dedication to taking Delnor
to the next level,” says Hasi Smith, director of information systems. “I think it
really showed us, as managers, that they were totally committed to the changes
that were being implemented. Their enthusiasm was contagious. Not only
did that help us buy-into what was happening, it also helped our staff buy into
it as well,” Smith says.

Selecting the Right Coach Is Key

Just as in sports, having the right coach to guide your organization through cul-
tural change is a vital key to success. At Delnor, the administration turned to
Quint Studer, who was building a national reputation as a service excellence
and change management consultant. Studer, who is president of the Pensacola,
Florida-based Studer Group, had helped guide Holy Cross Hospital in Chicago
and Baptist Hospital in Pensacola to new heights in patient satisfaction as CEO
during the late 1990s.
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Studer offered a proven model for change, and, just as important, he
brought a dynamic coaching style that made him the right fit for Delnor.
“Quint has a real passion for improving health care and patient satisfaction,”
said Deering. “And that really shines through in his work with clients. He has
a motivational way of presenting to groups that really captures their attention
and makes his message compelling. That really helped us in rolling our
initiative out to hospital leadership and staff and gave credibility to what we
were doing.”

Implementing the Right Model for Organizational Change

Delnor’s success in achieving cultural change and nationally recognized results
can be attributed to the hospital’s adoption of Studer’s nine key principles and
five organizational pillars.

Nine Principles
¢ Commit to excellence
¢ Build a culture around service
e Build accountability
e Create and develop leaders
® Recognize and reward success
e Focus on employee satisfaction
® Measure the important things
¢ Communicate at all levels

¢ Align behaviors with goals and values

Five Pillars
e Service
e Quality
® Cost
e People
e Growth

Explains Livermore,

Once you have a top-down commitment and have selected the right coach, the
next essential element is implementing the right model, or system, for change.
Quint’s nine principles and five pillars proved to be the right fit for Delnor.
They provided us with the roadmap for improving every aspect of hospital
performance and operations. From a communications standpoint, the simplicity
of the “principles” and “pillars” helped us in communicating the model to both
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leaders and staff. It was something everyone could understand, remember, and
relate to. And I think that was very important. If the design of your change
management system is too complex, your leaders and staff won’t “get it,” let
alone be able to implement it.

THE NINE PRINCIPLES

Principle 1: Commit to Excellence

When Studer began working with Delnor, he told hospital leaders that
establishing “a championship culture” begins with a commitment to excellence.
“When excellence is reached,” he said, “employees feel valued, physicians feel
an organization is the best, and the patients feel the service is extraordinary.”

One of the first things Livermore and the board of directors did to “hard-
wire” this first principle into the organization was build a commitment to excel-
lence into the hospital’s mission, vision, values, and strategic plan.

Mission statement: To provide excellence in health care and to promote life-
long wellness in the communities we serve.

Vision statement: Our community will turn to us first for health care and
wellness. We will develop a tradition of service excellence. Patients and
consumers will experience their care as connected and whole. Physicians
will regard us as a trusted partner. Together, we will build a regional
reputation for clinical excellence.

Values: Excellence, service, compassion, respect, and integrity.
Strategic plan: Service excellence became one of the eight driving strategies
in the hospital’s new strategic plan.

“By integrating this principle so deeply into the fabric of the organization,
we sent a clear message to leaders and staff that our commitment to excellence
was going to be fundamental to the new hospital culture we were building,”
Livemore said.

To facilitate this process, the administration used a variety of strategies,
including

e Employee forums led by the chief executive officer and chief operating
officer

¢ Employee, volunteer, and physician newsletters

e Banners, posters, and flyers

® Presentations to leadership and unit and departmental meetings

¢ A contest in which employees throughout the hospital were challenged
to creatively display the word “excellence” in their departments
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“We wanted leaders, staff, volunteers, and physicians to hear and see our
commitment to excellence everywhere they went in the hospital. This was the
first step in getting them to live the principle and make it a reality in everything
they do,” Livermore said.

Principle 2: Build a Culture Around Service

In today’s competitive health care environment, most hospitals are offering basi-
cally the same menu of services for their patients. So how can a hospital dif-
ferentiate itself in the marketplace and break ahead of the pack? One of the most
effective strategies, according to Studer, is to build a culture around service.

“A nationwide survey of hospital executives a few years ago found that the
priorities at the top of most CEOs’ ‘to do’ lists were things like buying more
up-to-date technology and improving payer reimbursement rates,” says Studer.
“What was missing from this list was a very basic and fundamental priority:
patient satisfaction.”

This revelation struck a chord with leaders at Delnor, and confirmed a strate-
gic direction they had already decided to pursue. “We knew that for our hospi-
tal to continue to be successful in the future we had to find the right niche in
our local market. And for us, the one that made the most sense and was the
most consistent with our mission was service excellence,” said Livermore. “So
we established an organizational goal to become the best hospital in the area
and one of the top hospitals in the country in patient satisfaction.”

To achieve this lofty goal, Delnor implemented a service excellence initiative
inspired by Studer that comprised five critical elements: (1) creating customer
satisfaction teams, (2) scripting “words that work” for employees in their inter-
actions with patients and visitors, (3) rounding by clinical leaders, (4) follow-up
calls to discharged patients, and (5) service recovery.

Creating Customer Satisfaction Teams. To put the necessary organizational
focus and resources behind the patient satisfaction initiative, Delnor established
a series of seven action teams, each charged with addressing a different aspect
of the customer experience (see Exhibit 3.1 for a diagram of the structure for
Delnor’s customer service teams):

e Behavior standards. This team established standards of performance that
support the mission and values of the hospital and foster excellent customer
service. (For more about the behavior standards, see Principle 9: Align Behaviors
with Goals and Values.)

e Removing irritants. ldentifying and addressing barriers to providing
exceptional service to hospital patients and visitors is the focus of this team. “So
often, there are things—big and small—that we do in the course of providing
patient care that are irritants to our customers. But unless an organization has a
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means of identifying these and correcting them, nothing gets done about them,”
says Deering, team chairman. “It makes so much sense to have a team in place
whose mission is to look for these barriers and do whatever we can to work with
hospital departments to remove them. It’s a win, win—it makes the patient’s expe-
rience at Delnor better, and helps to improve our patient satisfaction scores.”

e Reward and recognition. Rewarding and recognizing top performers is
vital to both encouraging employees to provide excellent service and achieving
high levels of employee satisfaction within an organization. At Delnor, this team
is responsible for developing and overseeing the hospital’s formal reward and
recognition programs. (For more information, see Principle 5: Recognize
and Reward Success.)

e Physician satisfaction. “At Delnor, doctors are viewed as important cus-
tomers just like patients,” says Livermore. “Without our physicians, we would-
n’t have any patients. So we felt it was important to establish a team whose sole
focus is to enhance the physician experience at Delnor, whether that’s making
it easier for them to practice medicine here, or recognizing their contributions
to patient care and the hospital.” To accomplish the former, the team has worked
with doctors to identify and address barriers they face at the hospital. To achieve
the latter, the team instituted an innovative “Distinguished Physicians Awards”
program.

e Measurement. To monitor the hospital’s progress in improving patient
satisfaction, the hospital formed a measurement team that is responsible for
administering all patient satisfaction surveys and publishing and interpreting
weekly, monthly and quarterly data.

“It’s our job to analyze and report the data at a hospitalwide and individual
department level,” says Michael Kittoe, a vice president and team chairman.
“We help hospital leaders and staff understand their surveys and results so they
can proactively take action on the data and work on areas that need improve-
ment. We make the whole patient satisfaction survey process very visible
throughout the organization. That keeps it top-of-mind for everyone and helps
hold leaders and teams accountable for their scores,” Kittoe says.

¢ Leadership development. This initiative is led by a steering committee and
three subcommittees that are responsible for putting together the training
and tools managers need to improve their leadership skills. (For more informa-
tion, see Principle 4: Create and Develop Leaders.)

Scripting. Another key element of building a culture around service is provid-
ing staff with scripting, or “words that work,” for critical interactions with
customers. (See Exhibit 3.2 showing a sample of Delnor scripting for staff.) “The
goal is to teach employees how to use the words or phrases with patients,
visitors, physicians, and internal customers that are conducive to customer
satisfaction,” says Deering. “By standardizing how staff interact with customers
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in certain situations, we’re able to provide better service more consistently
throughout the organization.”

The most widely used example of scripting at Delnor is the phrase, “Is there
anything else I can do for you? I have the time.” Nurses, aides, housekeepers,
and others ask a variation of this question every time they leave a patient room.
The phrase has even caught on among employees in administrative departments
when dealing with their own internal customers.

Rounding by Clinical Leaders. At Delnor, nursing leaders make it a priority every
day to visit with patients, families, and staff on their units. “There is no better way
for me to stay in touch with what’s happening in my area and ensure that patient
and family needs are being met than to do regular rounding,” says Deborah Dyrek,
a nursing manager for one of the hospital’s medical floors. “By proactively looking
in on patients and asking them and their families how things are going it helps me
to address concerns before they become major problems.”

Dyrek adds that patients and families are often surprised that a nursing admin-
istrator would take the time to stop by their room and talk with them. “This
makes a strong impression and says a lot about the importance we place on
patient and family satisfaction with the quality of care and service at Delnor.”

Just as vital, says Dyrek, is the rounding she does with her staff. “It’s impor-
tant to be visible, to show you care, to provide coaching, and to find out what
your team members need to do their jobs to the best of their ability—those are
the benefits of rounding for me.”

Patient Call-Backs. Pretend for a moment that you’ve just returned home from
having outpatient surgery. You're in pain, you’re nervous about your recovery,
and a dozen questions are running through your head that you wish you would
have remembered to ask someone before you left the hospital. Imagine what a
comfort and relief it would be if you received a follow-up phone call from your
nurse asking you how you’re feeling and whether there’s anything she can do
for you. This scenario is precisely why nursing leadership at Delnor decided to
institute patient call-backs to every outpatient and inpatient following their
discharge from the hospital.

“It’s one more way we can add that personal touch to our patient care,” says
Deering. “To some, making call-backs may not seem like a big deal. But you
wouldn’t believe how important it is to the patient to hear from us. Most calls
don’t last five minutes. But during that time we’re able to strengthen our bond
with the patient, listen to their concerns, answer their questions, and reassure
them that everything is going to be OK. It’s an incredibly powerful patient
satisfaction tool.”

The other important thing to note about patient callbacks, says Deering is
that it’s good medical practice. “By following-up with our patients, we’re able
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to identify complications that may have developed since they were discharged
before they become serious problems. It also provides us with the opportunity
to make sure they understood their discharge instructions for self-care, or
answer questions they may have about taking their pain medication. From a
clinical quality standpoint, it’s the right thing to do. There’s no question that it
helps to lower readmission rates,” adds Deering.

Service Recovery. “No matter how hard you try, no organization provides per-
fect customer service,” points out Deering. “We’re all human and make mis-
takes. But if those mistakes are handled in the right way, you can quickly turn
a negative into a positive and convert unhappy customers into loyal ones by
following a service recovery process we call ACT.”

ACT is an acronym for apologize, correct, and take action. And at Delnor, it
has become the standard process by which staff respond to patient and visitor
complaints. When faced with a dissatisfied customer, the first step in service
recovery is to apologize for failing to meet his or her expectations. This imme-
diately sets a conciliatory tone and lets the customer know you take the com-
plaint seriously. The next step is to work with the customer to determine how
best to correct the situation in an acceptable way. The final step is to move
swiftly in taking action to resolve the problem.

“At Delnor, we train our employees to view complaints as a gift,” says Deer-
ing. “It may sound strange, but customers are actually doing us a favor when
they step forward with legitimate complaints. It sends up a red flag that a cus-
tomer process is broken and needs to be fixed.” This becomes even more impor-
tant, according to Deering, in light of consumer studies indicating that for every
customer who complains about a problem, there are nine more who don’t com-
plain but simply choose to go elsewhere for service.

“On the positive side, research has also shown that most customers whose
complaints are promptly addressed will return to a company or business for ser-
vice. These statistics really underscore the importance of service recovery. It’s
amazing how powerful the three simple steps of ACT can be in turning a
negative customer experience into a positive one,” Deering says.

Principle 3: Build Accountability

Building a championship culture requires creating an environment of owner-
ship and accountability at every level of the organization. “This principle is
absolutely critical,” says Livermore. “From top administrators to line-level staff,
we needed a team that was going to act like ‘owners, as opposed to ‘renters’ in
their areas. And we needed to put systems in place that would hold every-
one accountable for their individual and team performance, as well as the
performance of the organization as a whole.”
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To help foster an environment of ownership, the importance of this princi-
ple was communicated extensively throughout the hospital to both leaders
and staff in a variety of ways. It also was emphasized in the employee hiring and
orientation process.

Greater accountability was integrated into the culture through the development
of monthly scorecards monitoring progress in achieving organizational and team
goals. (See Exhibit 3.3 showing a sample of Delnor’s monthly performance score-
card.) Performance toward these goals was also factored heavily into year-end
performance reviews for leadership and staff, and is a key barometer by which
the board of directors evaluates the hospital’s executive team. Hospitalwide and
unit- and department-specific patient satisfaction scores are widely publicized
and posted throughout the building, as are the results of internal customer sur-
veys (in which departments rate the service they provide to each other). Leaders
and staff are also held accountable for the number of process-improvement and
cost-savings ideas they generate annually through the Bright Ideas program.

Principle 4: Create and Develop Leaders

“In one of our first coaching sessions with Quint Studer,” recalls Livermore, “he
asked our leadership team how many of them had received formal training to
become managers. Very few hands went up. And that was a real eye-opening
experience for me.

“I realized that we, like so many hospitals and businesses, often promote
people to management roles based on their knowledge, technical skills and past
performance in other positions without providing them with tools they need to
become great leaders. That’s why this fourth principle has become one of the
most important factors in creating a new culture at Delnor,” Livermore said.

To implement this principal, Delnor followed the Studer Group’s model for
establishing an in-house leadership institute. The institute’s goals are to teach
both new and existing managers new skills, competencies, and behaviors that
will help them become better leaders and serve as catalysts for organizational
change. (See Exhibits 3.4 and 3.5 showing a sample agenda for one of the two-
day leadership training sessions, along the “accountability grid” each leader
receives as a guide for action steps to take back to their teams to implement.)

The institute is charged with creating customized, quarterly, two-day training
sessions for the hospital’s leadership team. Each session has a unique theme and
is focused on one of the five pillars of growth, service, people, quality, and finance.
Presentations are given by a combination of Delnor leaders and professional
outside speakers. Program content covers issues such as

® Leading versus managing
¢ Dealing with poor performers

e Rewarding and recognizing employees
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e Recruiting, interviewing, and hiring new staff
¢ Developing budgeting skills
* Managing conflict

¢ Giving positive and negative feedback to employees

Following each session, leaders are required to share what they’ve learned
and implement new practices with their teams. In addition to the quarterly
meetings, monthly “lunch and learns” are offered to provide leaders with
additional training opportunities.

The leadership development initiative is coordinated by a steering commit-
tee and a series of subcommittees consisting of a cross-section of Delnor man-
agers. Together, they develop the goals, theme, content, learning materials, and
communications for each training session. They also make all of the logistical
arrangements.

“We invest heavily in growing and developing our leaders because they’re
the ones who have the ability to implement and sustain organizational change
at the team and individual employee level,” says Livermore. “Some executives
I’ve talked to at other hospitals have asked me how we can afford to devote so
much time, staffing, and resources to this principle. My response to them is,
‘We can’t afford not to!””

Nursing leaders like Katherine Barker testify to the success of the initiative.
“I came up through the ranks as a registered nurse,” reports Barker. “All of my
professional education and training was in patient care. When I was promoted
to a nursing management position I had all the clinical knowledge and skills for
the position but I had never received any training in how to effectively manage
and lead a team. The training I've received at Delnor over the past three years
has given me the tools I need to be a confident and effective leader. It has taken
me to a whole new level professionally.”

While leadership development has played a major role in helping Delnor
achieve strong results, hospital administrators have also been sensitive to the
added stress the cultural changes have created for the management team. To
help leaders achieve optimal performance and emotional balance through these
challenging times, the hospital partnered with HeartMath LLC. (See Exhibits 3.6
and 3.7 showing heart rhythms before and after using the HeartMath Freeze
Frame technique.)

“We knew that the transformation we were going through—while vitally
necessary—was creating stress for our leaders, and we were concerned about
that,” recalls Tom Wright, chief operating officer. “We began to look for ways
to provide them with the support and resources they needed to more effectively
cope with change on both a personal and professional level, and HeartMath
turned out to be an excellent solution.”
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HeartMath LLC is a leading-edge performance training and technology com-
pany with demonstrated success in creating both personal and organizational
health and performance outcomes. HeartMath uses a scientifically validated
system of stress intervention techniques and objective biometric feedback.

Science has known for some time that the heart has its own type of intelli-
gence that communicates with and influences the brain through the nervous
system, hormonal system, and other pathways. HeartMath’s research in neuro-
cardiology shows that when we consciously shift into a positive emotional state,
our heart rhythms shift, too. This response in the heart triggers a response in
the brain, creating a favorable cascade of neural, hormonal, and biochemical
events that actually reverse the effects of stress and improve performance.

HeartMath workshops—which are designed to teach individuals how to bet-
ter manage stress in the moment, sustain performance under pressure, and
maintain a proper work/life balance—have become a vital part of the hospital’s
leadership training. The results, according to Wright, have been impressive.
Among the 422 leaders and employees who participated in HeartMath work-
shops in fiscal year 2001, turnover was only 5.9 percent, while the hospital’s
overall turnover rate that year was at 21 percent. “There’s no question that the
HeartMath workshops have helped our leaders reduce their stress, improve
mental clarity and decision making, manage more efficiently, and sustain peak
performance. In fact, the program has been so effective that we’re now offering
it to all hospital employees and physicians,” Wright says.

Principle 5: Recognize and Reward Success

What are the biggest motivators for today’s workforce? If you answered pay
raises or better company perks, you might be surprised by the results of a study
conducted by Dr. Gerald Graham, a management professor at Wichita State
University, which found that three of the top four workplace incentives were
related to reward and recognition:

e Personal thanks from manager

Written thanks from manager
e Promotion for performance
e Public praise

“Never let great work go unnoticed,” was Quint Studer’s advice as he
coached hospital managers on the importance of this principle. Rewarding and
recognizing employees for excellent performance is not only the right thing to
do, it’s also a powerful business strategy, says Studer. “When you praise
employees, you increase their job satisfaction and create role models for their
peers. In addition, studies show that complimented behavior will be repeated.
It’s truly a win-win situation for staff and the organization.”



56 BEST PRACTICES IN LEADERSHIP DEVELOPMENT AND ORGANIZATION CHANGE

At Delnor, top management began integrating this principle through leader-
ship training. “We educated our leaders about the importance of praising
their staff and taught them skills for how to do it effectively,” says Deering. “It
sounds simple, but it’s amazing how many managers don’t take the time to tell
their employees they’re doing a good job unless you build it into your culture
as an expectation.”

The hospital also formed a team to develop new reward and recognition
programs, including the following (see Exhibit 3.8 showing a Best of the Best,
or “BoB,” award form):

¢ The Best of the Best (BoB) program. This program involved creating reward
certificates that patients, visitors, leaders, coworkers, volunteers, or physicians
can fill out to recognize an employee for providing excellent customer service.
Staff members receiving the certificates can redeem them with their manager
for prizes that include meal passes for the cafeteria or gift cards for local stores
and restaurants.

“It’s great when someone gives me a ‘BoB, says Cindy Masa, a registered
nurse. “It really makes me feel like I'm appreciated for taking extra time with a
patient or doing something nice for a coworker. And the gift certificates are like
getting a little bonus. I love it.” Masa’s comments are representative of the entire
staff’s response to the program, which has become one of the most successful
aspects of Delnor’s reward and recognition efforts.

e Monthly Excellence Awards. This is the next level of recognition. Employees
who go above and beyond what’s expected in customer service receive special
recognition at a monthly awards ceremony attended by hospital leaders and staff.

* Annual Excellence Awards. A select few employees who do something
extraordinary for customers or the organization receive these awards, which are
given out once a year at an employee recognition banquet. First, second, and
third place plaques and cash prizes of up to $1,000 come with this highest level
of recognition. As Livermore said, “The awards dinner is our most celebrated
employee event and is always one of the highlights of the year at the hospital.
It’s a tremendous way to recognize the very ‘best of the best” at Delnor.”

Principle 6: Focus on Employee Satisfaction

“What we have found is that there is a direct correlation between employee sat-
isfaction and patient and physician satisfaction,” says Livermore. “By constantly
working to keep our staff satisfied, we have been able to improve morale, while
at the same time dramatically increasing our patient satisfaction and physician
satisfaction scores. It just stands to reason that happy employees are going to
provide better care and service to customers.”

At the macro-level, achieving high levels of employee satisfaction depends,
in large part, upon an organization’s success in integrating the other eight
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principles described in this chapter. “All these elements must work in concert
to create an environment and culture that differentiates you and makes your
hospital or business a place where employees feel valued and want to come to
work each day,” observes Livermore.

At the microlevel, the hospital has taken a number of steps to integrate this
principle, including establishing an organizational goal to become the top
hospital in Chicago’s western suburbs for employee satisfaction. “We built
that goal into our strategic plan and formed an Employer of Choice team to
serve as a catalyst for helping us get there,” says Livermore. Over the past
three years, this group has researched and implemented the following suc-
cessful strategies:

¢ Developing programs to help staff achieve greater work-life balance
e Enhancing opportunities for career development

e Improving the competitiveness of the hospital’s wage and benefits
program

e Offering health and wellness opportunities for employees

¢ Organizing fun activities that build employee spirit

Thanks to these efforts and the hospital’s cultural transformation, Delnor
recently achieved the highest score for employee morale in a national survey of
hospitals and health care organizations conducted by Sperduto & Associates, a
national research firm. (See Exhibit 3.9 showing the hospital’s employee satis-
faction results as documented by Sperduto & Associates.) The hospital was also
the 2002 winner of the Institute for Health and Productivity Management’s
Corporate Health and Productivity Award.

In addition to earning national acclaim, Delnor’s “employer of choice”
initiatives are also producing bottom-line results for the hospital. Staff turnover
has declined from 20.5 percent in FY2001 to 11 percent in FY2002, resulting in a
savings of hundreds of thousands of dollars to the hospital in recruitment,
training, and other expenses related to hiring new employees.

Principle 7: Measure the Important Things

“If you set a goal but don’t bother to measure your progress along the way,
how will you know whether you achieve it?” asks Livermore in underscoring
the importance of Principle #7. The keys, he says, are determining the most
important and meaningful data elements to measure, and making sure some-
thing is done with the information once it’s collected. At Delnor, the hospital
focuses on measuring data closely related to strategic priorities and organiza-
tional goals.
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Dashboard of Indicators. “We selected key data under the five pillars of ser-
vice, people, growth, quality, and finance and developed a “dashboard of
indicators” to help senior management and the board of directors monitor
the hospital’s performance,” says Gretchen Parker, director of planning. “Each
measure is tied to an objective in our strategic plan, such as patient satis-
faction, patient volumes, market share, quality of care, financial perfor-
mance, and so on.” (See Exhibit 3.10 showing the hospital’s “dashboard of
indicators”.)

Customer Satisfaction. After making “service excellence” a strategic priority
and establishing an organizational goal to reach the ninety-ninth percentile in
patient satisfaction, Delnor implemented a rigorous system for measuring and
reporting patient satisfaction data.

Using Press Ganey, a professional, independent, national research firm, the
hospital surveys every type of patient it serves (inpatients, outpatients, emer-
gency department patients, and so on) continuously during the year. Patient
satisfaction reports are generated and shared throughout the hospital on a
weekly, monthly, quarterly, and annual basis. (See Exhibit 3.11 showing
patient and physician satisfaction survey results from national market research
firms.)

“Establishing a measurement system this extensive is a huge undertaking
that requires considerable staff and financial resources, but we have found it to
be well worthwhile,” says Michael Kittoe, vice president and chairman of the
hospital’s Data Measurement Team. “By publishing this data so frequently it
really helps our leaders and staff focus on patient satisfaction. What’s more,
leaders and teams are held accountable for their scores and are expected to
utilize the data to identify gaps in patient satisfaction so they can implement
process improvements.”

Top-scoring teams are recognized and rewarded, creating a celebratory atmos-
phere that’s infectious, says Kittoe. “It creates a healthy competition within the
hospital among teams, and constantly challenges them to improve.”

Achieving the ninety-ninth percentile (or top 1 percent) in patient satisfac-
tion has become the hospital’s rallying cry, and top management emphasizes
this goal at every opportunity with both leaders and staff. “Senior management
sets the focus and tone for the organization,” says Barker. “When we see and
hear how passionate they are about this goal it really fires up the rest of us to
work hard to achieve it.”

In addition to measuring patient satisfaction, the hospital also conducts
physician and employee satisfaction surveys and community-based market
research. As customer service action plans have been developed and imple-
mented for each of those groups, the hospital has experienced dramatic gains
in those scores as well.
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“Without a doubt, our achievement of national rankings in patient, employee,
and physician satisfaction has coincided with our emphasis on measuring the
important things and being committed to taking action on the results,” says
Livermore.

Principle 8: Communicate at All Levels

Effective corporate communication is always important, especially during times
of major cultural change. “Let’s face it, change is uncomfortable, and, at times,
even scary,” says Livermore. “That’s why it’s so important for top management
to clearly communicate their organization’s vision, goals, and strategic direction to
leaders and staff. We have an obligation to explain where the organization is
headed and why. To fail to do so causes confusion and paralysis.”

To achieve this principle at Delnor the administration used a variety of
communications tactics, including

¢ Leadership meetings
e Employee forums
¢ Memos and e-mails

e The employee newsletter

In addition, team leaders communicated the changes and addressed employee
questions at department meetings.

“You can’t communicate something as radical as a new vision and strategic
direction once and expect leaders and staff to ‘get it,” says Livermore. “Our goal
was to get the word out as often and in as many different ways as possible using
consistent themes and messages. In situations like this, it’s virtually impossible
to over-communicate.”

In addition to top-down communication, Delnor also employs a technique called
“managing-up,” in which employees are encouraged to proactively communicate
with their supervisor on important issues. “We tell our staff to put themselves in
their boss’s shoes and ask themselves, “‘What does he or she need to know
about what I'm doing and how can I help the hospital be more successful?’” says
Deering. “Managing-up is also an important way employees can make sure their
priorities are in line with their boss’s expectations and team and organizational
goals.”

Principle 9: Align Behaviors with Goals and Values

“Developing an organizational vision, values, and strategic plan is vital,” says
Livermore, “but just as important is putting systems in place that integrate them
into the daily behaviors, decisions, and activities of leaders and staff.” Delnor
accomplished this most notably by adopting a series of behavior standards and
by tying department and individual goals to organizational objectives.
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Behavior Standards. To clearly define what’s expected of employees, the admin-
istration developed a series of behavior standards that emphasize the hospital’s
values and address issues such as interpersonal communications, commitment
to coworkers, personal appearance, and patient privacy.

“At Delnor, we strive to be the ‘best of the best’ in customer service,” says
Deering. “This means we must be consistently excellent during every contact
with every customer on a daily basis. The behavior standards help us achieve
this by making it very clear to employees how we want them to treat our
patients, visitors, and coworkers. They set the standard for what we expect.”

The behavior standards are spelled out in a manual that’s required reading
for all new hires. They’re also publicized and reviewed monthly with all hospital
staff through department meetings, bulletin boards, the employee newsletter,
and other means.

Goal Setting. “One of the most effective strategies we’ve employed to achieve
the eighth principle is to require every department in the hospital to develop
team goals that are aligned with our organizational goals,” says Livermore.
“Then we take the process one step further by having managers work with each
employee to set individual goals that are focused on achieving the team and
organizational goals. This ensures that the entire organization is working in
concert to accomplish our vision and strategic plan,” Livermore says. (See
Exhibits 3.12 and 3.13 showing a sample of team goals and the ninety-day
action work plan format used by Delnor leaders.)

To help teams stay on track, department heads are required to develop ninety-
day plans that outline specific actions to be taken each quarter in working toward
annual goals. “These plans are a great tool to help leaders in focusing on goals
and measuring their progress during the year,” says Livermore.

This principle is also built into the hospital’s review-evaluation system so
everyone is held accountable for their performance in achieving individual,
team, and organizational goals.

LESSONS LEARNED

Through the journey of creating a championship culture at Delnor, the man-
agement team learned many valuable lessons along the way, including

1. Organizational transformation starts with a top-down commitment.
The board of directors, CEO, and senior management team set the tone
and direction for the organization.

2. A commitment to excellence must be built into the organization’s
mission, vision, strategic plan, and values.
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The successful implementation of major organizational change does
not happen overnight. It takes time, determination, and a willingness
to transform the very culture of your organization.

. There is no one right formula for becoming the “best of the best.” Any

model for change and improvement must be customized to fit an orga-
nization’s unique characteristics, culture, and market conditions.

. Building a championship culture requires creating an environment of

ownership and accountability at every level of the organization.

6. Creating and developing leaders is key to organizational success.

10.

11.

. Providing training and support in stress management and work-life

balance is vital to helping leaders and employees sustain peak perfor-
mance during time of major organizational change.

. Never let great work go unnoticed. Recognizing and rewarding top

performers is a powerful motivator and a key factor in employee
satisfaction.

. Focus on employee satisfaction. Happy, loyal workers provide better

service to customers.

Measure the important things. If an organization doesn’t track its
progress toward reaching goals, how will it know whether it ever
achieves them?

Be flexible. The implementation of any change management model is
a difficult and imperfect process. Be prepared to modify your plans
to overcome unanticipated obstacles and adjust to ever-changing
conditions.
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Exhibit 3.1, Structure for Delnor’s Customer Service Teams

Service steering team
(SOS team)

BoB Team

Behavior standards
Jim Elsner

Bright Ideas
Diane Blake-Fischer

Inpatient Satisfaction
Linda Deering

Recognition and reward
Michele McClelland

Patients
Family members
Visitors

Physicians
Employees
Volunteers

Outpatient Satisfaction
John Hubbe

Measurement
Michael Kittoe

Communication
Jim Elsner

BOLD
Board of Leadership
Development

Engagement
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Exhibit 3.2. Delnor Scripting for Nurses

SITUATION
If a patient asks you when he or she can expect to see the doctor, please use the
following scripting (pick one):
Scripting
e “Your doctor usually makes rounds about

e “I am not sure when to expect him but I will call his (or her) office and ask
the receptionist as to when you can expect him (her).”

e [f the physician’s office staff cannot provide a time, ask them to check with
the doctor and call you back. Respond to the patient with: “I have left a

message with Dr. ____ office and I am awaiting a call back. Is there
anything I can do for you in the meantime?”
SITUATION

If you need to close a patient’s door to ensure their privacy while performing an
exam, changing a dressing, giving a bath, or similar procedure, please use the
following scripting:
Scripting
e “I am closing your door for your privacy. Is there anything else I can do for
you? I have the time.”
SITUATION
To ensure prompt response to patient needs and minimize the use of call lights,
please use the following scripting:
Scripting
e “This is my phone number. Please call me if you need anything. I will be
able to meet your request more quickly if you call me directly. Is there
anything I can do for you? I have the time.
SITUATION

During high-census periods, patients may become concerned about whether
nursing units are adequately staffed to provide excellent care and meet their
needs. Should a patient or family member inquire about this, please use the
following scripting:
Scripting
e “Things are active today, but we have adequate staffing and we have the
time to care for you. Feel free to call me at anytime. Is there anything I can
do for you now? I have the time.”
SITUATION
Sometimes patients or families will ask questions that you may not have an immedi-
ate answer for. Here’s some scripting to help you respond in such situations.
Scripting
e “I don’t know. That is a good question. Let me check into it and I will get
backtoyouby ____ today with an answer.”
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Exhibit 3.3. Sample of Delnor’s Monthly Performance Scorecard

Section A. Hospitalwide performance As of: Period:

Indicator/Definition Results

Service:

Average percentile ranking of the patient satisfaction
surveys for Inpatient, Outpatient/Home health care,
Emergency services, and Same day surgery.

FY 2004 year-to-date average

5 = Average equal to or exceeding the 96th percentile
4 = Average from 93rd to 95th percentile

3 = Average from 90th to 92nd percentile

2 = Average from 87th to 89th percentile

1 = Average equal to or below 86th percentile

People:

Measured by the employee turnover rate annualized.
FY 2004 year-to-date

(I 5 =Turnover rate 15.0% or lower
4 =Turnover rate of 15.1 - 17.0%
| 3 =Turnover rate of 17.1 - 19.0%
= 2 =Turnover rate of 19.1 - 21.0%
— 1 =Turnover rate greater than 21.0%

Quality:

Surgical site infection (SSI) rate performance

. FY 2004 year-to-date
improvement.

5 = Implement at least three systemwide evidence-based
interventions AND a statistically significant reduction in SSI rate

4 = Implement at least three systemwide evidence-based
interventions AND a reduction in SSI rate

3 =Implement at least three systemwide evidence-based
interventions

2 =Implement at least two systemwide evidence-based
interventions

1 =Implement one or more systemwide evidence-based
interventions

Financial:
The actual operating income as compared to budget
FY 2004 year-to-date
year-to-date.
5 = Exceeding budgeted income by 10.0% or more
4 =5.0% to 9.9% above budgeted income
3 =0.0% to 4.9% above budgeted income
2 =0.1% to 4.9% below budgeted income
1 = Below budgeted income by 5.0% or more
Financial:
Measured by the total inpatient and outpatient visits
FY 2004 year-to-date
compared to budget year-to-date.
5 = Exceeding budgeted volume by 3.0% or more
4 =1.5% to 2.9% above budget
3=0.0% to 1.4% above budget

2=0.1% to 1.4% below budget
1 = Below budgeted volume by 1.5% or greater

Year-to-date average score of Section A:

Note: 5 (Exceptional), 4 (Exceeds expectations), 3 (Achieves expectations), 2 (Below expectations), or 1 (Needs
improvement).
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Exhibit 3.4. Sample Agenda for One of the Two-Day Leadership Training Sessions
WDCH Live from Fox Valley Tri-Cities

Channel 300 on Your Dial!

Program Guide - Wednesday, March 19th, 2003

MC'’s - Chad Gilliland & Karin Podolski

Programming

Listing

Radio & Television Personalities

Early AM addition

Register to win

Commercial welcome

Chad Gilliland & Karin Podolski

Check your score cards
- Review accountability grid (new)

Chad Gilliland & Karin Podolski

Heart Time (Live)

Health Wise

Diane Ball

Public Service Announcement

HIPPA

HIPPA Task Force

E-learning and Trends

Understanding of Delnor’s
financial position, current, and
future

Need for leaders to achieve
excellence in financial
operations management

Michael Kittoe & Dan Yunker

Break

Exercise

Decreasing Cost Through Better Supply

Chain management

To increase efficiency

Refer to 1st item on your
Accountability Grid

Break

Exercise

Substance Abuse in the Workplace

Refer to 2nd item on your
Accountability Grid

Better knowledge and
understanding of
substance abuse and
work policy

=)

/dﬁ.//é]

Dr.Woodward

28,
«

Advertisement

HIPPA

HIPPA Task Force

(Continued)
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Exhibit 3.4. Sample Agenda for One of the Two-Day Leadership Training Sessions (Continued)

Late Lunch

Eating Enigma

Weight Watchers

Making the Year 2002
“Graduation”

2
N% L7 N7
4{1%\@‘,

NI/ (s

All Star Awards

To Tell the Truth

Game Show
A
B

Audience Participation

Managing Labor Costs: Dealing with
work force shortages and the need to

grow revenues with existing FTE targets.

Refer to 3rd & 4th item on your Grid

To improve productivity
without increasing
resources

HFMA

ii

-

e
(-
sl

N
B
wl
__ﬂ
J

Quick run - the program starts in
5 minutes

<
FA

—————

Exercise

Station News Flash

HIPPA

HIPPA Task Force

Delnor Highlights

News You Can Use

Anchor C.Livermore

i

Coming Attractions




Exhibit 3.4. (Continued)
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Program Guide — Thursday, March 20,2003

Programming Listing Radio & Television Personalities
Good Morning WDCH First On Your Dial Him & Her
A Day in the Making Learn where you are Chad & KP
going
Moving Mountains Increasing confidence and | Diane Ball
self assuredness when - o

taking emotional risks
necessary to forge ahead
for significant achievement

Family Feud

Game Show

e

The Logistics

Whether Forecast
Yes, whether this or that

Financial Projects
through 2006

Tom & Michael

Stretch, Wet, Chew Time

Calories by Pipefitters.
Sweet rolls, fruit, bagels
coffee, tea or pee

We Fit It to Your Hips

Commercial Break

HIPPA

HIPPA Task Force

The Gardeners

PCC & Discharge
Planners - See how
actions speak louder
than words in today's
episode

M. Schoolfield, L. Pertl,
J.Joseph, K.Kalin, L. Adams

6 Secrets to Effective Leadership

Refer to 5th item on your Accountability
Grid!

V- vision

O- openness

I- influence

C- competence
E- ethics

S- social skills

Brian Smith

(Continued)
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Exhibit 3.4. Sample Agenda for One of the Two-Day Leadership Training Sessions (Continued)

Rehab Renegades

OP Rehab - Reality
Program
NAs,

J.Polkow, K. Pennington, D.
Hamilton, S.Black

/)
b4

Lunching with the Best

Talk Show Variety

The Oldies but Goodies

Delnor Glen - the story
BEHIND the story

D.Winecke, P.Faught, L. Spang,
D.Sprovieri, C. Duer

Public Service Announcement

HIPPA

o

S~

HIPPA Task Force

6 Secrets to Effective Leadership
continued

Refer to # 5 on the
Accountability Grid

Brian Smith

Rolling Three Kidney Stones

3 North - Talk Show

C.Johnson, B.Nelson,

== W. Perez
\
Rope Warrior Thinking Out of the David Fisher
Loop
Wright Show - variety Connect the Dots Tom Wright
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Heart Rate (BPM)

Heart Rate (BPM)

100

90

80

70

60

50

100
90

80

70

60

50

Exhibit 3.6. Heart Rhythms Before HeartMath “Freeze Frame” Intervention

Anger
A\jj A\ AL AL A\
NARNITWEY NN
Wy
1 50 100 150 200
(Time in seconds)
Exhibit 3.7. Heart Rhythms After HeartMath “Freeze Frame” Intervention
Appreciation
N WA AW TAT AT
FATAVIIVAVATANITATAVIA/R VAR
\ \Y \/ U Vi \% Y \/ \/
50 100 150 200

(Time in seconds)
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Exhibit 3.12. Team Goals

B. TEAM PERFORMANCE. Team performance can be measured at various levels. For
example, it can be measured at the center (division), team (department), or the work
unit level. Below are four or more team-based performance objectives and measures
that were established by your team in collaboration with the organization’s leader-
ship. One of the measures has to be a financial measure of team success. Two or more
teams within the same center may share a common measure and each team within
the center may have one or more measures unique to their team. A check mark will
indicate your team’s achievement on each measure.

Your Team Is: Emergency Department

Best Service: Patient satisfaction as measured by average quarterly mean scores
for ER.

,—‘

—

w
|

= mean score equal to or greater than 87.8
[] 2 = mean score between 86.3-87.7

mean score below 86.3

,—‘

—

—_
I

Best People: Management of turnover as measured by twelve-month average for ER
(Current 5 6.1%).

[] 3 = less than 10.0%
[] 2 = between 10.0 and 12.0%
[] 1 = greater than 12.0%

Best Quality: Bright Ideas implemented in ER Team. Ideas must be for
improvements on the team.

[] 3 = One Bright Idea implemented per FTE on the team (=34)

[] 2 = 0.5 FTE Bright Idea implemented per FTE on the team (17-33)

[1] 1 = Less than 0.5 Bright Idea implemented per FTE on the team (<17)

Best Quality: Skin Care as measured by time of admission documentation of skin
condition for patients being admitted as inpatient.

[] 3 = 90% or greater documented

[] 2 = 80-89% documented

[] 1 =79% or less documented

(Continued)



76 BEST PRACTICES IN LEADERSHIP DEVELOPMENT AND ORGANIZATION CHANGE

Exhibit 3.12. Team Goals (Continued)

Best Financial: Management of team financial performance as measured by the
Financial Accountability Scorecard (FAS) for ER.

[] 3 = Score of 90 or better
[1] 2 = Score of 80-89

[1] 1 = Score of 79 or less
Best Growth: Increase in volume as measured by number of patient visits.

[1] 3 = 3% or greater above budget
[1] 2 = 0-2% above budget
[1] 1 = less than budget

Comments and Goals (Optional):

Average Score of Section B: (Add each score in this section and divide by the

number of measures.)

Note: 3 (Exceptional), 2 (Achieves expectations), or 1 (Needs improvement).
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I was certain that we could build a company that would stand for something
different. Twenty years ago, radio was an industry characterized by short-term

relationships—uvery few people ever thought of working long-term for one
company, and absolutely no thought was given to building careers without
moving around. I thought Emmis could create a different atmosphere.
—Jeff Smulyan, CEO Emmis Communications, excerpt from twenty-year

anniversary letter

Emmis Communications is a small entrepreneurial radio company making the
leap to being a much larger international company with holdings in various
media. This change-management case study describes the systematic approach
used by Emmis Communications to successfully create a distinctive firm brand
and performance culture while extending the positive employer-of-choice rep-
utation it had earned. Rapid growth required greater corporate structure and
strategy clarification. Assimilation of newly acquired businesses required greater
alignment and proactive strategies for “Emmisizing” the entire organization.
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Under the leadership of a visionary and entrepreneurial CEO, Jeff Smulyan, the
organization undertook a process of further defining its strategies, corporate struc-
ture, and culture. Using a variety of processes, Emmis drove clarity and focus
companywide to drive business results and build the distinctive Emmis Brand
and culture. In partnership with Results-Based Leadership, Emmis implemented a
cascading and collaborative process of focus, education, communication, and per-
formance accountability. The initiative used many change techniques and focused
on a systemwide approach.

The lessons learned at Emmis Communications are important for any orga-
nization undergoing a major change initiative that affects the organization’s
brand, culture, performance, and business results. Companies experiencing
rapid growth, overcoming entitlement behaviors, wanting to drive a distinctive
culture through the company, building an employer-of-choice reputation, or
evolving from a smaller company to a mid-sized company will particularly find
these lessons useful.

INTRODUCTION: RAPID GROWTH TO A MEDIA MID-CAP

Emmis Communications Corporation (Nasdaq: EMMS) is the sixth largest pub-
licly traded radio portfolio in the United States based on total listeners. Emmis
owns eighteen FM and three AM radio stations that serve the nation’s largest
markets of New York, Los Angeles, and Chicago, as well as Phoenix, St. Louis,
Indianapolis, and Terre Haute, Indiana. In addition, Emmis owns two radio
networks, fifteen television stations, regional and specialty magazines, and
ancillary businesses in broadcast sales and publishing.

Founded in 1980, Emmis Communications launched its first radio station,
WENS-FM, in July 1981. As Emmis (the Hebrew word for “truth”) acquired
more radio stations across the nation, it established a reputation for sound oper-
ations and emerged as a radio industry leader and innovator. Emmis was the
first broadcast company to own top-rated radio stations in both L.A. and New
York, and it pioneered such concepts as the Rhythmic Top 40 and all-sports
radio formats.

The company launched its magazine division in 1988 with the purchase of
Indianapolis Monthly, and later acquired magazines such as Texas Monthly and
Los Angeles Magazine. Emmis became a public company in 1994, and moved
into the world of international radio in 1997, when it was awarded a license to
operate a national radio network in Hungary. In 1998, Emmis expanded into
television by buying six television stations in markets throughout the United
States. In the last three years, the company has added properties in each of its
divisions. In fiscal 2000, the company invested more than $1.5 billion in acqui-
sitions. Annual net revenues have grown from $140 million in fiscal year 1998
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to over $562 million in fiscal year 2003. Employee population in that same
period grew from under 500 to over 3,100. Emmis maintains its worldwide head-
quarters in Indianapolis, where the company was founded.

Distinctive Culture

While I never could have imagined that Emmis would grow to its current size, I
was certain that it could be a company with a culture that separated it from its
peers. I believed we could create great radio while treating employees well and
letting them profit from our successes. I believed we could draw great ideas from
every person in the company, not just the ones at the top. I believed we could
win by taking risks. I believed—and this might be the most important thing—that
we could have fun and still make a difference. I continue to believe those things.
As a result, the approach that made Emmis unique in the media world of
twenty years ago makes us even more unusual today.
—Jeff Smulyan

With its emphasis on sound operations, integrity, community involvement,
innovation, and fun, Emmis’s culture has been lauded by both its employees
and its peers. Trade publications have regularly cited the company’s leaders as
being among the best in the business. In 2001, Radio Ink magazine named CEO
Jeff Smulyan its Executive of the Year. Jeff Smulyan has also earned a reputa-
tion in professional baseball from his ownership of the Seattle Mariners from
1989 to 1992. He is regularly interviewed by sports and news media about base-
ball and the economics of the game. In 2001, he appeared as a guest on the Bob
Costas Show on HBO, and in 2002, as baseball appeared to be headed for a
strike, he was interviewed by a number of media.

The EMMIS culture carries at its heart the belief that in order to succeed, a
company must take risks, treat its people well, and give them the tools they
need to win. This culture has as its foundation the CEO-authored Emmis Eleven
Commandments. (See Exhibit 4.1.) The original Ten Commandments were writ-
ten as part of a speech CEO Jeff Smulyan delivered at an annual managers’
meeting; the Eleventh Commandment, “Admit your mistakes,” was added later,
after Jeff’s experience with owning the Seattle Mariners.

Internal Growth and Economic Pains

It’s hard to describe what starting the company was like in those days. I was
picking all of our music, writing our commercials, buying the equipment, making
sales calls . . . in short, being involved in every aspect of the station.

—Jeff Smulyan

By 2000, Emmis began to feel the pains of its tremendous growth. The
company had historically let the divisions and entities run mostly indepen-
dently, albeit with Jeff’s leadership and strong values always being visible and
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influential. But size and resource-management needs made it prudent to estab-
lish greater governance and professionalize corporate functions. Jeff Smulyan
believed that the human resource (HR) function especially needed to be
professionalized and staffed adequately to help drive the unique culture into all
of the newly acquired businesses. This change would require new HR leadership,
the establishment of Emmis Learning, and the hiring and budgeting of resources
to develop processes and systems to drive the culture into the organization.

As this process of change began, another factor began to draw attention: the
economic downturn that developed in 2001, hitting the media industry espe-
cially hard. On September 10, 2001, when Jeff Smulyan was with a group of
media and advertising executives in New York City, one executive commented
that 2001 was the “worst advertising environment he had seen since the 1940s.”
The historic attacks on New York and Washington, D.C., just one day later, obvi-
ously exacerbated the already gloomy situation. Throughout the year and into
2002, the division heads (Radio President Rick Cummings, TV President Randy
Bongarten, and Publishing President Gary Thoe) asked their direct reports (gen-
eral managers for TV and radio, and publishers and editors for magazines) to
provide financial reforecasts and aggressively review their cost structures.

In March 2001, the company launched ESAP (Emmis Sales Assault Plan), an ini-
tiative designed to increase the size and capability of the sales organizations
throughout the company. This required new recruitment, hiring and training, as
well as the implementation of performance-and-reward processes. This launch
followed closely after the creation of a number of other significant initiatives,
including profit improvement, procurement initiatives, IT/systems implementa-
tions, sales excellence programs and additional corporate approval-and-reporting
requests. As a result of these initiatives and other factors driven by growth, the rela-
tionship between Emmis’s corporate headquarters and the entities in the field had
been gradually changing, with 2001 and 2002 finding some in the field feeling the
corporate headquarters was becoming increasingly intrusive.

COMPASSIONATE EMPLOYER OF CHOICE

Although this case is about the building of a distinctive and higher-performing
culture, it easily could have been a case of best practices for building a strong
employment brand. You will see, however, that the development and fostering of
such a culture could also bring with it some unintended challenges.

Emmis’s leadership realized that the development of an employment brand
requires much more than slogans or value statements such as the Eleven
Commandments. To establish such a strong reputation, the company recognized
the need to invest in programs and practices that touch its employees and
community in a regular and consistent manner. It would be the leadership’s



84 BEST PRACTICES IN LEADERSHIP DEVELOPMENT AND ORGANIZATION CHANGE

investments, behaviors, and decisions regarding its people that would demon-
strate the integrity and genuineness of the organization’s values.

The following are some of the factors that have earned Emmis the reputation
of a “great place to work”:

e Commitment to employee stock ownership programs. The “One Share”
program delivers one Emmis stock certificate to every new employee.
Annual stock option events are designed to ensure that every employee
in good standing gets a meaningful grant of options.

e Employee benefit and welfare programs. Emmis has always had at the
core of its HR programs a commitment to being highly competitive in
employee health and benefit programs. The goal is to be generally
“more generous” than its’ peers. Programs are reviewed annually, and
visible changes are made based on solicited employee feedback.

e Response to attacks of September 11. While employees at Emmis’s
strategic radio cluster in New York City were particularly affected by the
events of September 11, the company recognized that this was an event
that touched every employee in the company. The organization’s
response to the employee’s needs was swift and compassionate. For
example, on September 13, Emmis Human Resources introduced an
employee assistance program to all employees. Furthermore, Jeff
Smulyan sent out an emotional and heartfelt e-mail that reflected on the
events and described his personal feelings about how the tragedy
touched the business and everyone’s life.

¢ Employment policies and practices. Emmis has had a philosophy that
employment policies should allow employees flexibility and freedom in
their relationship with the company. It assumes an adult relationship
between employee and employer.

¢ Handling the economic downturn in 2001 and 2002. Emmis was forced to
take cost-cutting actions to handle its debt-leverage situation. In total,
Emmis had to reduce the workforce by approximately 8 percent—a new
experience for Emmis. To address this situation, an enhanced severance
package was created and outplacement services were created. Within
hours of considerable TV division layoffs, Jeff Smulyan and TV Division
President Randy Bongarten participated in a live TV satellite feed to speak
about the events, state of the business, and concern for affected employees.

¢ Maintained investments. Again during this difficult time Emmis execu-
tives had to make critical decisions about resources and investments.
Two controversial investments were sustained during this difficult time:
(1) Emmis Learning’s Leadership Development Workshops, and (2) the
Annual Emmis Managers Meeting & Emmi Awards Ceremony.
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e Annual Employee Survey. Emmis has conducted an annual employee
survey since 1986. Not only does it include the standard scaled
responses, but it also gathers verbatim comments, all of which are read
by Jeff Smulyan. The organization has a formalized Employee Survey
Reaction Plan process that ensures review and appropriate accountability
for action on areas of concern.

¢ C(Creative Stock Compensation Program. Probably most impressive is the
innovative stock compensation program created to protect jobs and
wages during one of the company’s most difficult financial periods. A
program was designed to reduce payroll by 10 percent (approximately
$14 million), while maintaining employees” monthly net income through
a special stock program administered every payroll period.

This is not an exhaustive list of events, programs, practices, and decisions made
at Emmis during the recent past, but simply a sample list to provide a sense of
the general culture and genuine compassion for the employees of Emmis
Communications.

ASSESSMENT: ON THE AIR

By January of 2001, the HR function was in place and a period of assessment
began. Two primary areas were evaluated: (1) the state of the Emmis culture
throughout the company, and (2) the presence of appropriate HR process
implementations to support the business’s strategies and operational needs.
The data-gathering period was conducted formally and informally through
March 2001.
Formal Data Collection
¢ Employee demographic profiles and turnover trends from HRIS reporting
e Annual employee survey data results and trends

e Focus groups at the Annual Emmis Managers Meeting (March, Las
Vegas)

e Aggregated leadership 360 feedback results conducted for all 300
participants at the 2001 Annual Emmis Managers Meeting

e Exit interview data and trends

e Emmis Learning training-needs assessment

Informal Data Collection

e HR leadership visits to a large representative group of entities, where
discussions and interviews were conducted with general managers,
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department heads, and key employees; also included all-employee
general communication meetings with Q&A sessions

Interviews and numerous discussions with Jeff Smulyan and executive
team members on state of the business and culture and perceived
organizational needs

Review of all prior business plans and strategies

HR staff identification of morale, employee-relations, and leadership
issues and trends

Review of all current HR processes, policies, and practices.

DIAGNOSIS: PLUGGED IN?

As hinted to earlier, over a number of years Emmis’s paternalistic, employee-
friendly culture had created something of an entitlement culture among some
employees who did not feel encouraged to perform at higher levels, but instead
often felt that if they simply did their jobs consistently and reliably they would
be rewarded at increasing levels. Rather than feeling loyal to the company, these
employees often felt that the company should be loyal to them regardless of
their levels of productivity.

In addition to this observation, some other clear themes emerged. The fol-
lowing is the initial summary of findings that would shape the focus and
approach to the organizational change initiative:

No clear, common, internal strategic planning process existed, making
the prioritization of the investments, projects, and initiatives function-
ally driven and “opportunistic.”

Understanding and integration of the culture throughout the organiza-
tion was greatly mixed. Most of the newly acquired businesses did not
have a working understanding of, or buy-in for, the Eleven Command-
ments and Emmis culture.

The executive team had mixed interpretations and beliefs of the busi-
ness investment priorities, as well as the Emmis culture and Eleven
Commandments.

The divisions and entities preferred to operate as independent bodies,
whereas the corporate strategy was increasingly focused on gaining cost
advantages and synergies through centralization and business
involvement.

There was general concern about the negative effects of growth (risk of
losing small-family company feel) and about the standardization,
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processes, and formality associated with growth and increased corporate
governance.

¢ Among the corporate and entity groups that had been with the company
for many years, elements of entitlement and “job protection” hindered
performance, accountability, and innovation.

® Morale and employee commitment was generally lower in the entities
that did not understand, or had not been exposed to, the Emmis
culture.

¢ Employees who had had more exposure to, and understanding of, the
Emmis culture had high levels of pride.

¢ Performance management and accountability was underdeveloped,
inconsistent, and sometimes nonexistent. Pay decisions were
more often based on internal equity and time-in-job than
performance.

e Jeff Smulyan was committed to continuing acquisition growth,
building higher levels of performance and innovation, and fostering
a high-loyalty culture created through the founding values. Not all
members of the executive team had appropriate levels of alignment
with this vision.

New Business Realities: Drivers for Change

The economy, competitive pressures, and debt-leverage issues created a neces-
sary and compelling motive to maximize the company’s performance. The
media industry is undergoing radical changes. Consolidation, acquisitions, and
property swapping is redefining the landscape.

This consolidation is being driven in part by new technologies that create
opportunities that could be considered conflicts of interest. For example, with
recent FCC changes, a media company could easily squelch unfavorable news
items about itself in areas where it has market dominance. The larger, more
powerful media forces could restrict distribution of a competitor’s products.
Finally, the big players can cross-promote their products from one platform to
another. Not long ago, this would have been considered outrageous. Today it’s
part of the new business reality—although there is always the chance of FCC
intervention until Washington steps in.

These new business realities are forcing Emmis to reinvent itself in radio and
TV and develop nontraditional revenue sources while continuing to acquire new
properties when feasible. Making this effort more challenging is the company’s
ongoing desire to complete this transformation and growth while also main-
taining the industry-distinguishing Emmis culture.
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Change Objective

To drive business performance, Emmis needed more understanding and
agreement on its structure, strategy, and cultural definition, starting at the
top of the company. Processes needed to be put into place to drive this
new clarity and focus throughout the organization. The company needed
increased accountability and a balance between the deployment
of strategies, goals, and objectives and the maintenance of the culture,
Eleven Commandments and behavioral expectations.

So the hypothesis behind the evolving organizational change initiative was that
clear strategy, firm brand, and culture definition with supporting communica-
tion and performance systems would result in higher levels of employee
productivity and commitment, as well as distinctiveness and value to customers
and investors.

APPROACH

A key principle HR partner, Victor Agruso, was brought in as the strategy, orga-
nizational development, and HR effectiveness consultant. With the HR leader-
ship, Agruso helped assess the best way to further clarify and implement Emmis
values and strategies, and advise how best for human resources to make a
positive contribution. A network of consultants were then appropriately
engaged to support the developing change effort. Agruso helped create and
implement the blueprint for achieving the external consultant’s project goals
outlined in this case.
Specific change approaches would include

® An executive team definition of company structure, strategies, and
culture
e Strategies for widely communicating the direction of the company

¢ Performance management systems for driving performance and
behavior expectations and accountability

¢ Communications, forums, and events to extend the unique Emmis
culture companywide

e Executive and leadership development programs to build understanding
and capability to execute according to the strategy and culture

e Measurement processes to influence performance and behaviors and
guide the change initiative

e Programs, symbolic events, and recognition to reinforce direction of the
company and accountability
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DESIGN: WHO’S OUR CUSTOMER?

In the media work of radio, TV and publishing, the customers are traditionally
considered to be listeners, viewers, and readers. Emmis challenged this paradigm
in the course of its organizational alignment process, recognizing the need to
define its internal audience and decide how to get its attention, commitment, and
energy around the company’s “programming.” To do this, Emmis needed to take
a dual approach to alignment. The model below portrays the definition and trans-
lation of the mission/vision and firm brand of Emmis into two parallel What and
How paths to achieving results. The What column demonstrates the alignment
of strategies, goals, objectives, and results measures; the How column demon-
strates the alignment of the culture, competencies, and behaviors. The customer
in this model is every employee in the company and the supporting systems, or
points of influence, are identified in the middle of the What/How model.

The model helps create a sequential approach to aligning the organization
from the top down. It requires the executive audience to define the “program-
ming” from the top and processes to cascade that programming down to the
entire organization. Opportunity exists in the process to get audience feedback
to ensure some level of collaboration and listening to the voice of the internal
customer. The true “customers” of this change initiative are those who gain
value through the success of the initiative: CEO Smulyan, investors, employees,
and customers (Emmis’s advertisers).

INTERVENTION: GETTING TUNED IN

How clear, consistent, and strong is the signal about what the company is trying
to accomplish, and how will it get there? It was clear that Emmis was an orga-
nization full of the industry’s best operators—innovating new successful for-
mats and turning around underperforming operations. It was the strength of
these operators that allowed the company to permit its divisions to operate so
independently. However, it was no longer the same company of just a few years
ago. A larger, now international media mix, significant acquisitions, and the
development of a corporate structure required new focus and operational defi-
nitions. As the company grew, the unique culture was becoming diluted and
more difficult to extend to new acquisitions.

Executive Alignment

With Emmis’s partners, Agruso and Results-Based Leadership (RBL), an
approach to defining and aligning the executive team and organization was
created. Jim Dowling with RBL customized a RBL FAST workshop into an
executive two-day, off-site which was then scheduled (Exhibit 4.3). Norm
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Smallwood, author of Results-Based Leadership, facilitated a session with the
company’s sixteen top executives, who engaged in a challenging and sometimes
emotional process of education, debate, and decision making.

A second, follow-up FAST workshop was scheduled to continue the pas-
sionate discussions whereby the company’s strategic direction was verified and
implications for leaders identified. The FAST workshop set anchor points for
how Emmis chooses to conduct business and how it wants its leaders to be seen
by their best customers.

Several significant steps where achieved as a result of the workshops:

e Corporate and divisional strategy was further developed

e Allied corporate structure was established, with operational definitions
taking shape.

* A new era was defined: Establishing a new standard for performance
and innovation.

e A firm brand was created: Great Media, Great People, Great Service.

e Scorecard development was addressed, and commitment, process, and
designated teams established.

e (Critical strategic content was created for the next-level RBL leadership
program: Leading for Results.

¢ A need for additional executive development, alignment, and team
building was identified.

Worth noting is the conclusion of the company’s value chain:

e The customer: the advertiser (in some cases the reader, where
subscriber fees exist)

¢ The product: desirable demographic pool for the advertiser

¢ The production process: programming and editorial content that builds
the product—the attention of desirable watchers, listeners, and readers

The company’s firm brand then represents desired distinctiveness in these
key areas:

e Great Media: driver in production of audiences that are sold to advertisers

e Great Service: attention to super-serving the advertisers, the primary
customer

e Great People: Emmis culture demonstrated through every employee and
in their interactions with customers, audiences, investors, and other
employees

The new era—Establishing a new standard of performance and innovation—
represents the company’s intention to focus the culture in a way that leverages
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the positive intended elements of its culture while addressing growing concerns
around performance and accountability.

Malicious Compliance

During the first two-day off-site workshop, signs of executive disagreement and
resistance arose in a few key areas: (1) business portfolio makeup and decision
making, (2) allied corporate structure versus a holding-company model, and
(3) customer definition as the advertiser versus the listeners, watchers, and read-
ers of the content. By the conclusion, the group seemed to be in agreement on
the items listed above. After the event, however, there were signs that some key
executives and some of their direct reports lacked confidence in their statements
of support and communications of the work. This was later labeled “malicious
compliance,” an effort to support what was decided as an executive team but
with reservations and disagreement showing through in their communications.
A few chose to continue to behave as though operating in a holding company
structure, for example, and taking different courses of action, contradicting the
executive team’s commitment, and sending mixed messages to the field.

Dr. Jim Intagliata of the Northstar Group was engaged early in the change
initiative to provide executive coaching to Smulyan and the executive team. This
coaching and assessment work would play a role in shaping future executive
team-building and alignment sessions, as well as supporting Smulyan’s man-
agement of the executives. Intagliata’s involvement in the strategy and behav-
ioral work provided the coach tremendous insight to guide the alignment and
“malicious compliance” concerns that had evolved. Intagliata was further
engaged to conduct a competency modeling process, described later, a key tool
in assisting in the focus the executive team.

Leading for Results

The next level of leadership consisted of seventy-five general managers, pub-
lishers, divisional vice presidents, and corporate directors. For consistency,
Results-Based Leadership delivered workshops designed to build leadership
alignment, commitment, and capabilities. A highly interactive workshop, Lead-
ing for Results, was delivered to these next-level leaders to understand Emmis
strategy and examine how they will deliver results both individually and
through others.

The underlining philosophy was that key organizational leaders would be
most influential in driving and extending the Emmis culture to the field loca-
tions. To do this, Emmis needed leaders throughout the company that under-
stood the company’s strategies, firm brand, and culture intimately. These
leaders need also to have the commitment and capabilities to deliver these
messages and priorities to their respective staffs with passion. The following
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is a high-level agenda of the Emmis Leading for Results workshops:

Day One: Develop Case for Change

Opening: CEO and Executive Team overview and presentation of Emmis
strategies, corporate structure, firm brand, and culture
Focus: How leaders accelerate change
Topics covered:
New Business Realities
Organization Change
Why Quality of Leadership Matters
Leadership Value Proposition
Statement of Leadership Brand

Day Two: Build Organization Capability

Focus: How leaders get things done
Topics covered:

Shared Mindset

Talent

Collaboration

Speed

Accountability

Learning

Day Three: Individual Leader Implications

Focus: Personal skill and accountability to deliver results
Topics covered:

Leader as Coach

Personal Leadership Plan

These participants were also responsible for translating the firm brand, culture,
and leadership requirements into a definition of the Emmis leadership brand.
The Leadership Brand is a statement of what leaders stand for at Emmis; it is
linked to strategy and how Emmis wants to be known by its best customers and
provides a focus for leadership development activities. These leaders created
the following leadership brand:

Emmis leaders embody deep customer understanding and quality product
focus, communicate well, and turn vision into action.

PROGRAM PROMOTION AND MULTIMEDIA

As with Emmis audiences, repetition and mixed media help drive messages
and influence buyer behavior. A key strategy for the Emmis change initiative
involved using many communication vehicles for building brand awareness
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and influencing the culture. All corporate communication mediums were
identified with appropriate applications and objectives (Exhibit 4.4). These
vehicles were strategically identified with timed announcements, stories, and
special events.

Emmis’s annual managers meeting is the company’s largest event, bringing
together its top employees for training, networking, and recognition. The 2002
meeting was held in Indianapolis to reduce costs and give the noncorporate man-
agers greater visibility to the Emmis corporate offices and staff. The event was
timed to follow up on initial companywide communications (such as the Emmis-
sary) regarding the new focus and direction of the company. The theme and
agenda for the managers meeting revolved around the new firm brand and era,
“Crank It Up! Establishing a New Standard for Performance and Innovation.”

The program was structured to communicate the company’s strategies, firm
brand, and cultural focus. Results-Based Leadership set the tone for the two-day
conference. Additional speakers and events followed to reinforce specific ele-
ments of the era and culture. The speakers had all been previously introduced,
shared program materials, and worked to ensure a common thread throughout
their respective presentations. The program was designed to keep all the par-
ticipants together and networked during the beginning, so all heard the same
Emmis messages:

e Jeff’s State of the Union—focus on new Emmis “era”

e Norm Smallwood: firm brand, leadership brand, Balanced Scorecards,
Emmis competencies, and performance management

¢ Division head presentations on business strategy

e Mark Williams of the Diversity Channel: great people and diversity
awareness

e Robert Spector, author of the Nordstrom Way: world-class customer
service

e Wall Street perspective from industry analysts and former FCC
commissioner

Post-meeting surveys indicated a clearer understanding of Emmis’s company
strategy and firm brand and that managers could now comfortably communi-
cate this strategy and firm brand to their respective staffs.

The Emmi Awards are Emmis’s coveted annual awards for employees and
entities to recognize the highest levels of achievement in a number of cate-
gories. In 2002, the award categories were altered to better reflect the com-
pany’s shift to a more performance-based management system and restated
objectives. In making nominations, managers were encouraged to consider
results more heavily than in the past, and to consider how well the employee
met stated objectives. This was a new approach and a significant signal to the
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organization. The executive team spent hours reviewing the nominations and
made objective, fact-based decisions about the winners, which were previously
more emotionally based.

The 2002 Annual Report introduced the new firm brand to the investor com-
munity. This was another significant step in clearly signaling to the employees
that this was the new focus of Emmis and the commitment was strong. Emmis
would be known for its Great Media, Great Service, and Great People.

BUILDING A HIGH-PERFORMANCE DISCIPLINE:
CRANKING IT UP!

A clear need for a stronger performance and accountability discipline was appar-
ent. From the executive team to front-line employees, opportunities existed to
improve clarity about what was expected of them and development of an appro-
priate level of accountability and recognition. Now that the strategies were in
place, the Balanced Scorecards and performance management systems would
be developed.

The new performance system would consist of

¢ Balanced scorecards for
Corporate
Corporate functional groups
Divisions
¢ Developed competency model that combined strategically needed attrib-

utes, behaviors needed to off-set gaps, and Eleven Commandment
reinforcement

¢ New individual performance documents that combine “what” and
“how” goals and objectives and behavioral competencies.

¢ Performance based stock and merit compensation programs.

Balanced Scorecards

A key process for focusing the strategies and creating accountability would be
built through the balanced scorecard. Results-Based Leadership consultants
(including balanced scorecard pioneer, Rich Lynch) facilitated a process that
built on the work that the executive team had completed. Teams were identified
for each scorecard to be developed at corporate and divisional levels. Teams were
made up of managers and key contributors within their respective organizations.
The makeup of the teams was critical in the change process; competent and
influential formal and informal leaders were sought out. The teams spent sev-
eral days in workshops and participated in a number of follow-up events to
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define measures to track strategic performance in four key result areas: investor,
customer, employee, and organization. The RBL consultants supplemented the
data through direct interviews with highly valued customers (Exhibit 4.5).

Emmis Competency Model

Core to the culture-change process was the development of detailed Emmis
behaviors that both helped drive the new strategic direction of the company and
supported the extension of the desired Emmis culture and Eleven Command-
ments. Jim Intagliata led the competency modeling process that became an
important element of the performance management process. Since this was such
a critical and visible tool companywide, significant involvement of the execu-
tive team would be required. One such document during the development
process attempted to gather further feedback and participation for key members
of the executive team in addition to the interviews and data gathering that they
were engaged in (Exhibit 4.6).

Particular attention was given to the integration of the Eleven Commandments
into the competency model (Exhibit 4.7). The modeling resulted in eight core
competencies for all employees, and five additional leadership competencies
(Exhibit 4.8). As a result of the participation from the executives, the draft com-
petencies were utilized almost immediately by a few of the executives with their
direct reports.

Performance and Reward Management

Agruso and Results-Based Leadership conducted interviews, focus groups, and
a survey with the executive team that provided current state and preferred
results in four areas: design and control principles, planning performance,
improving performance, and rewarding performance. In addition, insights
were provided relative to the maturity and current state of the process com-
pared to Stage 3 (Disciplined) organizations (Exhibit 4.9). As a result of this
involvement and assessment, an annual cycle was designed incorporating
compensation systems, organizational development, and talent forecasting
(Exhibit 4.10).

The Performance and Reward Management Implementation Plan was created
to outline the sequence of all supporting communications and performance
management events (Exhibit 4.11). Exhibit 4.11 visually presents the scope of
the performance management implementation and the change events that were
scheduled in phases to reinforce the overall change agenda.

Employee Training
In February and March, 100 percent of all employees and managers went through
performance management and cultural training. In addition to the traditional
performance-management and SMART goal development instruction, some
unique, and “Emmis-like” training was delivered: two exercises, one centered
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on understanding the Eleven Commandments and another focused on building
a strong understanding of the new Emmis behaviors. For example, the Eleven
Commandments card game was introduced to create an exercise of understand-
ing and dialogue around the Emmis culture. Cards represented various symbols
and clip art that were related to a particular commandment. Teams matched the
cards to the related value and talked about examples of the values at work in
their environments.

The second exercise required innovative exercises around the eight core
Emmis behaviors. New teams were formed and each was asked to portray a
behavior in one of three mediums that Emmis operates in: visual design (draw-
ings), radio spots, or acted-out commercials. This was an entertaining, fun, and
lively learning experience. The other groups would identify the team’s portrayal,
and there would be some dialogue about their choice and art form. This spe-
cific exercise generated meaningful discussions about the new culture, account-
ability, and leadership. Further, the creative portrayals are certain to improve
understanding, retention, and transfer of learning.

WHAT ABOUT INNOVATION?

“Establishing a new standard for performance and innovation,” so where’s the
innovation? In addition to the Emmis core competency, innovation and agility,
additional programs, systems, and events were developed to facilitate organi-
zational emphasis on this important cultural value.

The Great Ideas Contest had been in place for several years to help generate
creative and innovative business solutions. However, it traditionally did not
require actual results or implementation. In many cases the ideas were recog-
nized with stock, but nothing was implemented and nothing was returned to
the organization. In some regards the program slowed innovation, because ideas
were held for the contest and not shared. The program was changed to encour-
age group involvement and results. Starting in 2002, in order for ideas to be
recognized at the highest levels, efforts must be in the works to implement them
or actual results must exist. In addition, teams were recognized for shared devel-
opment of ideas and implementation. This further drove the message and focus
around results and accountability.

A symbolic “think tank” was created at corporate from an old soundproof
production studio. The new meeting room was filled with beanbag chairs, toys,
costume accessories, games, lava lamps and other bright and creative props.
The room was designed for groups to use for brainstorming, team-building, or
just to have fun in. It provides a place where employees and teams can step out
of the corporate environment and think out of the box.

Additional steps are being taken to use technology to drive information shar-
ing, best practices, and a knowledge network through the intranet, employee
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portals, or other systems. Technology will provide the organization an advantage
in quality and speed of decision making. Ties to the Balanced Scorecard could
provide executives and the organization real-time data through an enterprise
guidance system.

EVALUATION: MEASURING SIGNAL STRENGTH

And so it was that, on July 4, 1981, WENS began to broadcast. I spent my first day
as a station owner driving around the city trying to figure if our signal was strong
enough to serve the market. It became apparent fairly quickly that we had found a
niche in the market, and the station went on to become a big success. When I look
back on those days, I realize that what made this company special back then is
what makes it special twenty years later: We have always attracted great people
with a passion for our business and a passion for the way we operate. If there
has been one consistent theme from that first night until today, it has been
that EMMIS stands for a different way of doing business.
—Jeff Smulyan

The question now is whether a “different way of doing business” was integrated
throughout the organization. Smulyan had consistently demanded through this
process that employees be “all on one page” and “know what is expected of
them from their manager.” During the development of the corporate and divi-
sional scorecards, three employee result areas consistently emerged:

e Productivity: revenue per employee
e Passionate and committed employees: employee survey results

e Retention of key employees: undesired turnover

Over time these would become the high-level measures of this initiative’s impact
on the organization.

The survey says? Well, there are telling results on the annual employee survey
completed in May 2002. Keeping in mind that the change initiative was not very
far into implementation and several of the performance management elements had
not yet been developed, the result showed positive signs. The first percentage rep-
resents the average employee response to questions on the company’s annual
employee survey; the second number represents the average score on similar ques-
tions for companies listed on the “Fortune 100 Best Companies to Work For.”

e Junderstand the importance of my job and how it relates to our
mission/goals: 91 percent, 73 percent

e [ have a clear description of my job and I understand what is expected
of me: 83 percent, 88 percent

e I really like the people I work with: 86 percent, 84 percent
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e I’'m not a number here, I'm treated as a whole person with life outside
work: 78 percent, 77 percent

¢ In the past year, I have discussed my performance review with a
manager: 76 percent, 78 percent

e My work has special meaning, this is not “just a job”: 77 percent,
79 percent

e T’ll work for Emmis a year from now: 76 percent, 66 percent

e Taking everything into account, I would say Emmis is a great place
to work: 77 percent, 88 percent

The company is continually assessing its annual survey and is considering
additional questions that would determine a general employee commitment
index score. There are survey questions that the organization would actually
expect to decline in some areas as a result of new accountability and employee
acceptance of clearly defined standards.

Other measures will begin to track important performance trends on the
scorecards. Productivity can be measured by revenue and earning per employee.
Undesired turnover, or retention of key employees, will be tracked more
effectively after a talent review and succession-planning process is in place.
Technology is being developed to effectively measure and present this key
performance data.

January 12, 2004, Q&A with Emmis Communications
CEO Jeff Smulyan

Q: When you announced your third quarter earnings, you said the past
year was the best in the company’s twenty-four-year history. Why?

A: In our early days, as a private company, we succeeded in part because
we had that start-up enthusiasm and entrepreneurial spirit. We had
some truly great years. What makes this past year even greater is that
we turned in a strong performance as a mature company competing
against much bigger, tougher competitors in industries that are much
more mature. We demonstrated that we can compete in any environ-
ment against anybody.

In every area of the business, we’re more professionally run than ever
before. I'm proud of what’s going on in our markets, where our people
are finding new ways to succeed, and I'm proud of the services our cor-
porate team provides—our HR, finance, legal, IT, engineering, support
staff . . . everybody is contributing. I think there is a genuine feeling
that we aspire to be as good as anyone’s ever been in these businesses,
and I think we’re making good on that goal.
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LESSONS LEARNED

Lesson #1—Study the impact of previous corporate initiatives on this change ini-
tiative. Your change initiative may have to start with damage control of previ-
ous initiatives. Be aware of all previous corporate initiatives, their successes,
failures, and, most important, impact or impression on the operations. Work
with all corporate functions to collaborate on the new initiatives, starting with
a postmortem of the previous “corporate” initiative list. Full engagement and
support of all corporate functions will have to be achieved prior to moving such
a key initiative into the field.

Lesson #2—Constantly monitor and reinforce executive team alignment and
involvement in the initiative. Having CEO support and confidence is not good
enough. If any key leadership changes occur, invest a lot of time with the new
leader to gain their sponsorship. Incorporate as much of their feedback into the
product as possible. Provide enough focus on the business needs and executive
input to ensure that it feels like their work. Do not assume that executive align-
ment will ensure next-level leadership alignment.

Lesson #3—Leverage technology to drive communications and create constant
real-time visibility of key company information, measures, and performance.
Intranet, employee portals, and business intelligence and knowledge manage-
ment systems should be built and implemented in concert with the change ini-
tiative. Make these parallel corporate support systems part of one corporate
initiative.

Lesson #4—Engage in visible beta tests and leverage field executives to drive
sponsorships of program initiatives—upward, laterally, and downward. Gain
next-level support through education, such as the Leading for Results work-
shops but, more important, through involvement in the design and implemen-
tation of programs before companywide rollout. Use the field beta tests as
examples and utilize the field leadership to communicate to peers and employ-
ees their experiences.

Lesson #5—Monitor and adjust the language, don’t scare them away at the
onset with “consultant-speak” or “MBA-speak.” Integrate the unique culture of
your organization into the new common strategy and performance language you
are trying to create. A common language must be created, especially if one does
not currently exist around performance and strategy. But be cautious: the mere
impression of the language and formality may slow your initiative significantly.
Recruit an organizational translator onto your change team, and use him or her
at every step of the process.

Lesson #6—Implement with patience and never take shortcuts. Utilize the
change model and do not shortcut buy-in steps for the sake of speed. Recog-
nize that an effort of this scale will take two to three years to yield measur-
able and consistent results. Set executive and employee expectations
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appropriately—undercommit and overdeliver. Credibility will be lost if expec-
tations of a one- or two-year success are established or that success will be
easy to achieve. This may be the most difficult process an executive team will
ever need to execute; it will be met with resistance to change and will require
consistency, tenacity, and visible alignment.

Lesson #7—NMonitor outside events and decisions that might contradict the
initiative or dilute leadership’s credibility. Over the course of business, things
happen. Decisions have to be made to adapt to the market, economy, and inter-
nal factors. It requires courage to portray to management how certain decisions
and actions will be interpreted by the rest of the organization. Being the leader
of an initiative that some may not be ready for, while also being the voice or
messenger regarding contradictions or potential credibility issues, creates a del-
icate situation at times. Have courage, remind the organization of your role, and
prove that it is in the best interest of the whole company and is not just being
generated by self-interest.

Lesson #8—Do not let politics get in the way. Ensure corporate functions are
focused on what is best for the company, not on functional agendas, politics,
or leadership egos. Such an initiative must include a strategic and proactive
alignment of the corporate functions. It would be prudent to acknowledge and
respect the internal pecking order and provide special attention to the internal
opinion leaders. The creation of positive corporate results will speak for them-
selves later in the change initiative. Work to be the example of selfless leader-
ship in the best interest of the corporation.
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Exhibit 4.1. The Eleven Commandments of Emmis Communications

XI. | Admit your mistakes.

Be flexible—keep an open mind.

IX. | Be rational—look at all the options.
Have fun—don’t take this too seriously.
VII. | Never get smug.

VI. | Don’t underprice yourself or your medium—don’t attack the industry,
build it up.

Believe in yourself—if you think you can make it happen, you will.

Never jeopardize your integrity—we’ll win the right way or we won’t win
at all.

Be good to your people—get them into the game and give them a piece
of the pie.

1I. Be passionate about what you do and compassionate about how you do it.

EI Take care of your audiences and your advertisers—think of them and
you’ll win.
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WHAT

« Corporate and Divisional
Strategy Formulation

Balanced Scorecards
- Customers - Employees
- Investors - Organization

.

Entity and Market
Scorecards

.

Department/Workgroup
Goals and Objectives

.

Individual Goals and
Objectives

Exhibit 4.2. Dual-Path Results Model

Mission/Vision
Firm Brand

New "Era": 2-3 Year Focus
<=>

Supporting systems,
processes, and events:

Special Projects
Performance Mgmt.
Internal Communications
Technology
Talent Review and
Succession Planning
Reward Systems
Emmis Learning
Staffing/Selection
Standards and Processes
Executive Coaching and
Development
Employee Surveys
Annual Manager's Meeting

HOW

+ Desired Emmis Culture
* 11 Commandments
« Leadership Brand

+ Organizational Messages,
Events, and Symbolic Acts

+ Management and
Individual Competency

Models

« Individual Behaviors

Desired Results
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Exhibit 4.3. Executive Session FAST Agenda

Business & Leadership
Agenda

¢ Strategic direction

esll
Based

Leadership roles

Decision-making
process

Leadership

Accountability

® Measures

FAST Workshop

e Focusing and Aligning Strategies
Together

INTRODUCTION

NEW BUSINESS REALITIES
Corporate strategy
Business strategy
Some organization disablers
Can we change inside the window of opportunity?

FAST NOTES & TAKE-AWAYS
Role of leadership
Leadership during transformation
Desirable outcomes of the workshop
Change agenda
What Emmis is about
New business realities
Forces acting upon the company
Norm’s inventory of paradoxes
Leadership value proposition

(Continued)
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Exhibit 4.3. Executive Session FAST Agenda (Continued)

Response to environment
Corporate strategy

How an allied model would impact bonus plan deployment
Business strategy

Accountability in an allied business
The intellectual agenda

Types of work

Advantage capabilities

Scorecard

Attributes

Balancing short- & long-term goals
Leadership brand

Enabling systems

SCORECARDS
Employee
Organization

NEXT STEPS
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Exhibit 4.4. Internal Communications Matrix

Primary Communication Vehicles, Their Content and Objectives

Vehicle

Medium and Frequency

Objective/Use

Emmis Weekly
Update

Two-page memo sent to all
employees by e-mail every
week; it is waiting for them
when they arrive on Monday
morning

The Emmis Weekly Update is
used to communicate to
employees any information
that will help them feel more
connected to the company and
informed about its operations.
It is used for special massages
from the CEO and other offi-
cers, but also to communicate
about company news, media
coverage of the company,
analysts’ views of the
company and its industries,
and employee benefit news.

Emmissary

Two-color newsletter sent to
all employees each quarter

The Emmissary is used to
communicate bigger-picture
information about the company
to employees. It uses longer
stories than would be possible
in the Weekly Update to deliver
strategic messages to employ-
ees, provide deeper informa-
tion about employee benefits
and company programs, high-
light promotional activities of
individual stations and publica-
tions, applaud successes, and,
through fun features, introduce
employees to each other and to
their leadership.

(Continued)
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Exhibit 4.4. Internal Communications Matrix (Continued)

Primary Communication Vehicles, Their Content and Objectives

Vehicle

Medium and Frequency

Objective/Use

CEO memos

E-mails sent to all employees
as needed

CEO Jeff Smulyan occasion-
ally likes to communicate
directly with employees
through informal e-mail mes-
sages to inform them about
major company initiatives,
comment on company, indus-
try, or national events, or just
boost morale. Smulyan also
often communicates directly
to individuals, individual
stations, or specific divisions.

“Emmis
Announcements”

E-mails sent to all employees
as needed

“Emmis Announcements” is
the e-mail address for e-mails
intended for all employees.
“Emmis Announcements” is
used only for important com-
munications to employees
about company news or bene-
fit information.

Division e-mails

E-mails sent to all employees
in a single division as needed

To inform employees of a spe-
cific division about company
news or initiatives

Companywide
conference calls

Annual (or more frequently if
needed) conference call and
PowerPoint presentation

For particularly important
events or news, the company
can host conference calls with
all employees and provide
them with PowerPoint presen-
tations through the Web. Used
only once so far, this was the
vehicle for introducing
employees to the Stock Com-
pensation Program, which
gave all employees a 10 per-
cent cut in pay but at the
same time gave all employees
a 10 percent stock award.
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Exhibit 4.4. (Continued)

Primary Communication Vehicles, Their Content and Objectives

Vehicle Medium and Frequency Objective/Use
News releases News releases sent via e-mail | All major news releases,
as needed including quarterly financial

reports, are e-mailed to all
employees along with a short
note from CEO Jeff Smulyan.

Annual Report Company annual report Because virtually all employ-
ees are shareholders, Emmis
views its Annual Report to
Shareholders as an employee
communication as well as a
report to shareholders.

Quarterly confer- | Quarterly Because virtually all employ-
ence call with ees are shareholders, Emmis
Wall Street views its quarterly calls with

Wall Street analysts to also be
a form of communication to
employees and all stakehold-
ers. Employees are specifically
invited to listen to the
conference calls.
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Exhibit 4.6. Competency Feedback

EMMIS ATTRIBUTE MODEL

Attached is a draft of the Emmis Attribute model that has been developed based on
our work with RBL and the input that you provided individually in your conversations
with Jim Intagliata.

To produce this model, Jim has streamlined the standard RBL attribute architecture
from twenty-seven attributes down to a more manageable twelve. He has also worked
to incorporate all of the Emmis Commandments and Rules for Managers into the pro-
posed model so that it is clear that these values are not being forgotten or discarded
as we work to build a more performance-oriented culture (you will see these items
bolded and noted throughout the text where they fit). Finally, on the initial page of
the attachment he has provided a matrix that indicates which roles the attributes
apply to and the key reasons these attributes have been incorporated into the model.

As you will see, the proposed model has these key design features:

1. There are eight core attributes that will be expected to be demonstrated by all
Emmis employees at all levels, and an additional four attributes that will be
expected to be demonstrated by individuals who directly manage other people
(managers) and by individuals who manage entire divisions or functions
(executives).

2. For each attribute that is in the Emmis model there is a separate set of behavioral
indicators, depending on the role the individual is playing in the organization. For
example, with regard to Innovation and Agility, what someone is expected to do to
demonstrate this attribute varies depending upon whether they are in a position of
an individual contributor, a manager, or an executive. The intent of this design is
to highlight that the way in which people are expected to add value to the organi-
zation changes over time as they grow and advance in their career.

What We Need From You

In order to refine and finalize this model we would greatly appreciate your input.
Please take the time to read through the model and consider the following questions
as you do:

e Do you feel that any of the attributes included in the model are unnecessary and
add no value?

e Are there any important attributes that you feel are not represented at all in the
model and need to be added?

e As you read each attribute, do the differentiation and progression of expectation
from individual contributor to manager to executive levels make sense to you?

e Finally, as you review the wording of each competency, do you have any specific
suggestions regarding how we might express the same idea but “Emmisize” the lan-
guage more?

We will be following up shortly to schedule a phone conversation in which we can
gather your feedback. The deadline we are working to meet is to have the model
finalized by — so that the Emmis Attribute model can be introduced as part
of the Performance Management System roll-out.
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Exhibit 4.8. Emmis Competency Model

Core Competencies for All
1.

Informed decision making. Approaching situations objectively, gathering the
facts and information necessary for clear understanding, and using logic and
common-sense to make informed decisions

. Innovation and agility. Working to develop innovative ideas, search for

creative approaches and solutions, and adapt to change quickly so that
Emmis can continue to excel and be distinctive within the industry

. Passion to reach a higher standard. Being passionate about one’s work, never

having or accepting an “entitlement” mentality, and consistently expecting
more of self, others, and Emmis

Personal integrity. Demonstrating the fundamental beliefs and values of
Emmis in all of one’s actions, decisions, and dealings with others

Teamwork and collaboration. Taking initiative to communicate actively and
share resources, ideas, and best practices across organizational boundaries
so that Emmis overall benefits

Delivering of the Emmis customer experience. Knowing who one’s customers
are, being clear about what they expect and value most, and delivering it

Vision into action. Being responsible for understanding not only the overall
Emmis vision but also what specific actions one individually needs to take
to make it a reality

Accountability for performance. Taking personal responsibility for meeting
all commitments, delivering results that meet or exceed one’s goals, and
identifying and resolving performance issues in a timely manner

Additional Leadership Competencies
1.

Strategic perspective. Being able to take a broad, long-term view of the
business and its future and acting in ways that contribute to Emmis’s long-
as well as short-term success

. Motivation and management of individuals. Managing people in a positive

way that “gets them into the game” by sharing responsibility and authority
for accomplishing meaningful work and credit for success

. Building and leadership of teams. Assembling teams of individuals with strong

and complementary skills and leading them in ways that help them work
effectively as a unit

. Recruiting, development, and retaining of talent. Identifying and recruiting

only the highest-quality talent for Emmis, coaching people so that they get
the most out of their potential, and rewarding people in a way that reflects
their level of contribution

. Effective resource management. Planning and organizing work, managing

resources efficiently, and understanding what is most important in
contributing to growing the revenues and profitability of Emmis.
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Exhibit 4.10. Performance and Reward Management Overview

June September
March
March November
FY 2003 FY 2003 Q1 Results and Q2 Results, Mid-Year
Operating Plan —»] Performance »  Recognition »| Performance Reviews R Organization
P 9 Plans Programs and Job Market ”|  Development and
Pricing Research Talent Forecasting
March
December December
Q4 Results, Annual A v
Performance Reviews Q3 Results and
and Cash/Stock [« Recognition FY 2004
Reward Programs Programs Strategic Plan
March
FY 2004 i i il

Operating Plan

Exhibit 4.11. Performance and Reward Management Implementation Plan

| November December January February March April
c
2 Letter from Special edition Special edition Special edition Managers' Special edition
S Jeff Smulyan of Newsletter of Newsletter of Newsletter meeting of Newsletter
S
£
£
o Emmis Announcements, Smulyan e-mails, and “blurbs”in weekly/biweekly conference calls |
LFR Top down- Final FY2003
workshops iy performance
review of 3
comprehensive Reviewed with plans with
ORI FY2002 actuals objectives,
5 Scorecard measures Manager alignment and strategic l/ attributes,
= attribute architecture briefings projects and projects
i
2 |
v
§
o Validation and refinement Performance and Reward
E of executive and LFR management task forces
T
| | {Roll out Train the Trainer
«Work group scorecards Manager Employee
« Corollary attributes workshops workshops
Ongoing executive team follow-up during regular meetings
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ABOUT THE CONTRIBUTOR

John S. Nelson (jnelson@od-source.com) is president of OD Source Consult-
ing, Inc., which specializes in business and human resource strategy develop-
ment, culture and change management, performance improvement strategies,
and human resource excellence. Prior to this, Nelson was a company officer and
vice president of human resources for Emmis Communications, where he was
brought in to build strategy and infrastructure, and professionalize the human
resource function to manage the significant growth of the corporation and drive
the unique culture companywide. Nelson has experience in a variety of entre-
preneurial, general management, consulting, and strategic human resource and
organizational development roles. He has been a key contributor and a sought
out advisor with some of the most respected companies in their industries, such
as InterContinental Hotels Group, Honeywell (AlliedSignal), Apple Computer,
ARAMARK Business Services, Ceridian Employer Services, Hallmark Cards,
HarvestMap Systems, Medtronic, PeopleStrategy, 1.0 & Company, and Results-
Based Leadership. Nelson received his bachelor of science degree at Iowa State
University in industrial relations and completed graduate studies with honors
in industrial relations from the University of Minnesota’s Carlson School of
Management. For more information visit www.od-source.com.
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First Consulting Group

This leadership development case study describes the innovative approach used
by First Consulting Group to design and implement a unique skill, knowledge

personal growth program for the firm’s mid and senior level executives.
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OVERVIEW

This leadership development case study describes the innovative approach used
by First Consulting Group to design and implement a unique skill, knowledge per-
sonal growth program for the firm’s mid and senior level executives. First Consult-
ing Group is an acknowledged market leader in providing information technology
and business transformation solutions to clients in the health care industry.

The Leadership Development Committee (the CEO and two vice presidents) cre-
ated a task team of vice presidents and directors whose responsibility, with coun-
sel from Warren Bennis, would be to conduct an organizational assessment and a
benchmarking survey and to recommend a program design to the firm’s executive
committee for the accelerated development of current and future leaders.

Incorporating the task force’s design recommendations, the Leadership Devel-
opment Committee created and implemented a highly focused and unique pro-
gram, based exclusively on their consulting industry environment and FCG’s vision,
strategy, and culture, and employing extensive in-depth action learning techniques.

Work generated by participants in completing the program’s assignments and
case problems has exceeded the firm’s expectations and contributed to key strate-
gic decisions. The design and implementation process has generated broad support
and enthusiasm by the entire organization in less than two years. The approach,
process, and design logic and rationale are valuable lessons for any organization.

INTRODUCTION

Explosive growth over three years had tripled the size of the organization. A very
successful, whirlwind initial public offering (IPO) had taken the previously pri-
vate firm into the public sector, and an acquisition not only doubled the



122 BEST PRACTICES IN LEADERSHIP DEVELOPMENT AND ORGANIZATION CHANGE

organization but also brought in another culture and another market opportunity.
FCG was well positioned, and the future looked exciting.

Then, the untimely loss of the firm’s young CEO and founder created
overnight the need for second-generation leadership.

Having previously been a private partnership that fostered a highly collegial
culture and value system, the team of vice presidents collaborated on what
course of action the firm should take going forward and which of their mem-
bers would lead the organization. Although the founder had expressed longer-
term thoughts about who the future leaders might be, succession planning was
in the early stages, and each potential CEO possessed certain specific strengths.
The question became which particular strengths did the firm need at this
particular time.

With the collective good in mind and heart, and with the future of First Con-
sulting Group in the balance, discussions took place that were painfully honest
but without malice. After several meetings to generate and evaluate alternatives,
consensus was reached and the vice presidents’ recommendation was sent to
the board. The board concurred with both the action plan and the team’s selec-
tion of its future CEO, president, and business unit leaders.

The assessment process had been an amazing experience, exhibiting the very
best of one of FCG’s values: Firm First. But it also elevated developing leaders
and creating a strong talent bench to one of the firm’s top priorities.

DIAGNOSIS: THE CASE FOR LEADERSHIP DEVELOPMENT

As a twenty-year-old business in 1998, First Consulting Group found itself facing
a number of challenges: the organization had grown from a $25 million firm
with 200 associates to a $300 million firm with over 2,000 employees in less
than six years; it had evolved from a privately held partnership model into a
publicly held entity through a 1997 IPO; and the founder/CEO had passed
away suddenly in his mid-forties, leaving a strong vision for the firm but also a
leadership team and a succession plan early in their development.

In addition to the internal challenges, a number of external competitive threats
were developing as well. The market focus was shifting: the rise of the Internet
and the variety of technological advances changed the rules on the playing
field and the old consulting model (number of staff X number of hours X billing
rate) was no longer enough. Clients were looking for something more creative
and more measurable: they were looking for solutions rather than process, and
they expected that FCG, as their chosen consultant, would share in the risk-
reward opportunity of any consulting engagement.

Further new threats were developing. The advent of e-consultancies
and e-vendors and the rise in popularity of partnerships and joint venture
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agreements was intensifying competition in the market. Clients were demand-
ing the capability to form and manage partnerships, joint ventures, and other
innovative relationships and organizational structures as a part of the solution
to their issues.

As a technology solutions provider, First Consulting Group’s technical skill and
knowledge expertise was required to be “state of the art” on a daily basis. Out-
pacing the technology explosion and understanding where the trends were headed
was difficult. Even more difficult was locating, hiring, and retaining talented tech-
nology professionals as a fierce competition for high-tech talent raged in the
employment market. Although consulting had always been a well-paid profes-
sion, it was beginning to lose its former “glamour” appeal. Extensive travel
requirements placed on “road warriors” made the lifestyle less appealing and less
compatible with the expectations of today’s younger technical professionals.

The growth and challenges of managing a larger, more complex organization,
increasing competition in the market place, and increasing demands and expec-
tations of clients made it obvious that the current level of leadership skill and
knowledge and the numbers of potential future leaders might be adequate for
the firm’s immediate requirements, but the future demands would prove to be
overwhelming if not addressed immediately. Future growth projections antici-
pated an organization of 5,000 to 7,000 associates, generating the need for over
300 leaders in the coming four-year period. Historically, many leadership hires
came from outside the firm, and the cost of projected leadership hires in a short
period produced staggering multimillion dollar recruitment-cost projections. It
became very clear to FCG’s executive committee that failure to develop the reg-
uisite leadership bench strength would diminish the firm’s ability to grow.

Situational Assessment

With these issues and challenges well in mind, FCG’s executive committee, a
three-member leadership development committee and a task force of eighteen
director and vice-president-level staff, with the guidance of Warren Bennis, set
out to define the skill requirements for future leaders and to build a leadership
development program that would provide for the firm’s future. The future pro-
gram was christened Leadership First.

Program Objectives

Specific objectives were established with the expectation that these objectives
would be incorporated not only into the program’s design, but also, over time,
into the firm’s culture and value set (see Exhibit 5.1). The targeted objectives
directed that Leadership First should

e Eliminate barriers to the achievement of FCG’s Vision 2004 by

Articulating and propagating a widely understood vision
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Creating an enhanced cross-industry awareness

Developing well-rounded leadership traits with self-awareness and self-
development support

Making the event a true “leadership celebration,” something much more
than a training program

¢ Build succession plans; identify, train, and support future generations of
FCG leadership

e (Create an environment that causes leaders to interact and depend upon
one another

e Instill Leadership First’s values until they are as ingrained in FCG’s cul-
ture as our universal personal characteristics-behavioral characteristics
that are in keeping with FCG’s culture and values and are common to
highly successful employees

e Be truly substantive rather than a “touchy-feely” philosophical or con-
ceptual program

e Ensure that the initiative is not a short-term “fad” remedy for current
problems but something to be kept alive for a multiyear period.

Risk-Reward Analysis

In spite of the firm’s name, FCG was not simply a consulting firm: the organi-
zation was a public-partnership blend with multiple and constantly evolving
business models (consulting, management services, joint ventures, and so
on). Historical data reflected that many mid and senior level leaders had
advanced largely on the basis of their project-based consulting and “partnership”
competencies—a business model that had been established over ten years ago.
The organization, the market, and the technology had changed significantly
in that period, and it was clear that new and emerging leaders were not prepared
to lead and manage the current and future firm. The task force quickly drew two
significant observations:

e The firm’s changes highlighted FCG’s weaknesses, as a leadership
group, to articulate a vision and motivate a following.

e The firm’s historical underinvestment in developing leadership skills
needed immediate correction.

Failing to address the issue and build the leadership and business skills had
created substantial risks: loss of market share if the competition moved more
quickly in deal-making and responding to the market’s demands; inability to
generate the sheer number of leaders required to meet the organization’s growth
estimates; increased risk that good leaders might leave the firm; inability to
stimulate excitement in FCG’s market valuation; continued reliance on the same
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names to solve all the problems and meet every opportunity; dilution of FCG’s
culture and vision if it became necessary to go outside for many key positions;
and potentially excessive recruitment costs (potential savings of $16 million over
a four-year period by developing 160 leaders internally).

The potential benefits and gains appeared to far outweigh any risks:

e Improved market valuation and customer satisfaction

¢ Increased ability to navigate and take advantage of the changes being
faced

¢ Ability to scale the organization to meet the challenge
e Succession planning vehicle
¢ Increased individual (leader) satisfaction

e Improved associate retention via a shared sense of common vision and
strong leaders

e Survival of the organization

Barriers: Anticipating and Addressing Them

The Task Force then anticipated what potential barriers might impede Leader-
ship First’s effectiveness, with the intent of removing or at least minimizing
them to smooth the program’s implementation and success. The lack of a
fully shared vision for FCG’s future was identified, as was leadership’s ten-
dency toward a shorter-term rather than a longer-term perspective. These key
considerations would need to be resolved by the executive committee prior to
the program’s implementation. Although the professional compensation and
development system incorporated individual project evaluations, annual evalu-
ation feedback and personal coaching for associates, the absence of instru-
mentation tools, and a 360-degree feedback process suggested that a general
lack of self-awareness probably existed among many of the firm’s mid and
senior leadership. It was clear that one key design element would have to be
the incorporation of comprehensive assessment and feedback for participants.
It was also obvious that the vehicles for collecting the feedback data and con-
ducting the assessment did not exist within the current processes and would
have to be developed.

Although these largely mechanical items required attention, the larger issue
of reward systems seemed a potentially more difficult barrier for the program.
Historically, while emphasis was placed on leadership behaviors as they related
to FCG’s core values, rewards at the senior levels of the firm tended to recog-
nize client performance and revenue generation. It was apparent that reward
systems would need to be modified to value the targeted leadership skills and
behaviors equally with client and financial performance. The last potential
barrier identified was the selection process for participation in the program. The
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selection of participants and the associated message that might be inadvertently
communicated to the firm would be highly sensitive and potentially political.
Those who were selected might be seen as the “heirs apparent,” whereas
deferred or nonselected participants might feel that they had no future with the
firm. The selection and communication processes would have to be objectively
and carefully managed. Selection criteria would need to be defined and com-
munication to selectees and nonselectees alike would need to be crafted with
great sensitivity to ensure proper perspective and encouragement.

ASSESSMENT

Gap Assessment

In their efforts to assess the leadership gap, the task force confirmed that the
news was not all bad—in fact, good solid leadership skills were being evidenced
every day at every level. FCG’s professional compensation and development sys-
tem had a structured progression of skill and competency career path and com-
pensation, and personal coaches provided guidance and mentoring for every
associate at every level. The question was, Would it be enough?

The task force’s summary analysis yielded the following assessment of FCG’s
current leadership skills and the gap areas to be addressed (Figure 5.1):

Participant Assessment

FCG’s professional compensation and development system (PCADs), a
comprehensive skill and career development ladder, served as an excellent
foundation for an initial assessment process. Incorporating annual skill evalu-
ation, formal development planning, and the assignment of a personal coach
for every associate, the system had provided clear direction and guidance for
FCG’s associates and also a good perspective on the firm’s various strengths and
weaknesses.

During 1999, using the insights provided by the PCADs and the counsel of
Warren Bennis, the FCG Leadership Development Committee conducted its own
assessment of the leadership needs of the firm. Soliciting input from the firm’s
vice presidents at one of its off-site planning meetings, reviewing the overall
strengths and weaknesses of the organization and its senior-level leaders, and
then consolidating the internal information for comparison against external
benchmark knowledge generated a credible working database. This initial
assessment was later refined by the task force’s work and input from Warren
Bennis. The actual assessment of individual participants in Leadership First was
one of the program’s design elements but was not used as an input to the struc-
turing of the program. Rather, it was initially administered to participants after
they had been selected and immediately before their attendance in the program,
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Skill Deficiencies for Future

Current FCG Leadership Skills Organizational Success

® Business and planning skills e Ability to create and communicate

* Management experience leading
alliances, partnerships and joint
ventures

e Business savvy that translates
market opportunity into value
creation

¢ Hardcore financial management
skills in metrics and reporting

® Breadth of perspective about the
industry

¢ Ability to build a following and
then let go when the time is right

e Ability to focus, prioritize, and cut
losses quickly when required

e Ability and desire to collaborate

vision
Ability to demonstrate a level of

passion that creates and motivates
a following

Courage to take risks and create
change

Ability to create a team and inspire
team play

Ability to develop others and to be
seen as a sensei

Understanding of financial
intricacies

Broad business acumen
Strength of character, ethics and
integrity

Emotional competency

Figure 5.1 Gap Assessment.

and was also to be re-administered nine to twelve months following their
participation.

Although the PCADs process provided feedback and career and performance
coaching to associates, it did not employ any sort of instrumentation or
360-degree assessment. In order to provide maximum self-awareness and
insight, a multifaceted assessment process was administered to all participants
prior to their attendance in the program. This comprehensive assessment would
serve as a “study” focus for participants during Leadership First and also as the
foundation for the creation of their formal “learning contract.” The assessment
package comprised data from five input vehicles:

e Participant self-assessment versus the FCG targeted leadership behaviors
(a key aspect of the self-nomination process)

e Participant 360 degree assessment versus the targeted leadership behav-
iors by FCG peers, subordinates, and superiors

e External benchmark—the participant’s behavioral profile versus 600
comparably positioned managerial and professional staff

e Managerial style profile, as measured by the Atkins Kacher LIFO
® Behavioral needs profile, as measured by the FIRO-B
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Consolidated assessment feedback was then provided to each participant, includ-
ing graphic representation of the data, narrative comments, and discussion of the
assessment feedback with a member of the Leadership Development Committee.

As of this writing, six groups of participants (sixty) have completed partici-
pation in Leadership First: no assessment trends have become evident as
yet based on this limited population. Issues to date have been largely individu-
ally focused. Not surprising, typical results indicate subordinate ratings trend-
ing higher than participants’ self-ratings and those of other assessors. It is
interesting, however, that there were very few areas where participants’ self-
assessments differed significantly from those of their assessors—FCG credits the
feedback and coaching aspects of its PCADs for this level of self-awareness.

PROGRAM DESIGN

Design Team

Committed effort toward the creation of a leadership development program
began with the formation of a three-person Leadership Development Commit-
tee of FCG’s CEO, the VP of human resources and a key operating vice presi-
dent who served as chairman of FCG’s Quality Initiative. After conducting their
assessment of FCG’s leadership strengths and weaknesses, the Leadership
Development Committee conducted an external benchmarking study of the best
practice leadership programs and characteristics being used at several of
America’s top organizations. The findings yielded twenty commonly identified
behaviors and characteristics considered to be key leadership success behav-
iors. There was little variation in the list of twenty behaviors. What did vary
somewhat was the specific order of importance of the items, depending upon
the industry and organizational culture.

Armed with the results of their internal assessment and their benchmark
analysis, the Leadership Development Committee held several discussions with
University of Southern California professor, author, and leadership development
guru Warren Bennis. The discussions soon led to collaboration and a more
formal strategy for FCG’s leadership development initiative.

Process, Vision, and Framework

The initially critical step in the design process was the education of the executive
committee regarding issues associated with the implementation of such a pro-
gram and to obtain their commitment and ownership for the requisite financial
and personal commitments that would be required for the program’s success.
FCG had always fostered broad participation in the firm’s issues by its asso-
ciates, and the culture was heavily collegial. Many of the firm’s organizational
processes, such as the professional compensation and development system and
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the client satisfaction survey process, had been created by cross-functional, multi
disciplinary task teams. It was not unusual, then, that the organization once
again elected this process to address the leadership development project.

In June of 2000, the Leadership Development Task Force was formed, made
up of eighteen vice president and director-level members. This task force would
then work with the Leadership Development Committee and Warren Bennis to
more deeply assess the firm’s leadership issues and to formulate a program
design recommendation. (See Exhibit 5.2.)

With the initial work in hand and the guidance of Warren Bennis, the task
force held three, two-day, off-site work sessions, interspersed with individual
research and subgroup conference calls, to conduct a comprehensive assess-
ment of the organization’s leadership strengths and weaknesses and its future
risks, challenges, opportunities, and requirements. The final product was the
recommended framework for the Leadership First Program.

The following recommendations for the pilot program were presented to the
executive committee for discussion and approval:

¢ (Create a program infrastructure

Appoint a program steward

Link leadership attributes to PCADs

Select 360-degree tools and classroom training

Immediately begin using leadership attributes in the recruitment process
¢ Implement leadership succession planning incorporating

Needs assessment and business unit plans

Compliance with diversity initiatives
e Structure a nomination and selection process (see Exhibit 5.3)

Structure nomination process around required FCG leadership
behaviors

Publish program guidelines, timelines, and selection processes and
criteria widely

Allow for self, coach, and business unit nominations (see Exhibit 5.4)

Select candidates based on a defined set of criteria: ten to twelve VP and
director participants for the pilot

e Structure development plans based on assessments

Employ 360-degree assessment to define participant skills and growth
areas (see Exhibit 5.5)

Provide an objective or external assessment analysis to review
feedback reports
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Provide assessment feedback training for those who provide assessment
input

Include coaches in the assessment process; provide training in
understanding results

Build individual development plans involving coaches and incorporating
feedback

e Incorporate formal classroom learning
Leadership development classes—internal and external
Executive MBA style using business problem projects

e Utilize Action Learning to supplement the classroom by use
of Mentoring

Business projects
Cross training and job rotation
Specific readings
Continuous 360-degree feedback
e Reinforce learning in group and individual programs

Provide a continuous feedback loop via progress assessment, mentoring,
360-feedback, and performance reviews

e Utilize alumni functions, periodic learning activities, and social events
for a continued sense of team

Critical Success Factors

Having established the objectives and framework for Leadership First, the final
undertaking of the task force was the definition of FCG’s targeted leadership
skills and behaviors. Review of external benchmark behaviors, in conjunction
with FCG’s strategic plan and the members’ knowledge of the firm’s markets and
clients, led to the identification of eleven specific leadership skills and behaviors
that would be critical to the firm’s future success. These eleven behaviors (in
alphabetical order) would form the program agenda for Leadership First (see
Figure 5.2).

Following executive committee approval of Leadership First’s conceptual design,
the Leadership Development Committee embarked on the detailed design of the
program. Using the task force’s conceptual design, the committee defined para-
meters that would guide the formal structure and content of the program:

e Active involvement of four executives as training facilitators (CEO; one
executive committee member, business unit managing VP; VP of human
resources/program administrator; and operating VP, leader of Quality
Initiative)
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e Maximum group size of twelve; participation restricted to VPs and
directors for first two to three sessions to maximize return on
investment and gain critical acceptance

¢ Participants must be immersed in senior-executive level issues and
decisions and must be pressed to broaden their thinking and stretch
their mental capacity

e Program must be heavily experiential and based on active learning

® Case studies and team exercises must be meaningful in FCG’s
environment

e Lecture, as a learning methodology, will be minimized during seminars:
extensive use of prereadings (contemporary and classic books and
articles) will provide the foundation knowledge and conceptual basis
for learning and discussion

¢ Primary learning methodology to be small group break-out case
exercises and application problems

¢ Homework assignments between sessions will require application
of concepts, research, and analysis within participant’s own
business unit

e Program will employ spaced learning: three multiple-day sessions (three
days, three days, two days over a five-month period) and attendance in
all sessions will be mandatory.

Detailed Design: Key Elements

Having personally participated in various leadership programs during their
careers, the Leadership Development Committee felt strongly that to be suc-
cessful with FCG’s intellectually talented and highly motivated associates and
to be maximally beneficial for the firm, the program had to be truly relevant
and applicable to FCG’s environment. Case studies and problems based on man-
ufacturing or other industries would not serve and virtually all seminar com-
ponents would have to be created “from scratch.” To achieve this objective, the
committee incorporated the following:

e FCG’s vision, values, and strategy documents and statements as the
basis for case studies and discussions

e Actual FCG business operations situations and decisions for case studies
and analysis, including

FCG business unit competitive situations and market deviations

FCG service strategies that failed to meet expectations
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Potential strategic opportunities for FCG assessment and
recommendation

Potential FCG acquisition and merger candidates for evaluation
FCG balance sheet and financials analyses

Hypothetical promotion to business unit head; identification and
analysis of business unit issues and board of directors presentation

CEO challenges to be handled—board of directors, public market
analysts, and shareholder legal issues

e Selected prereadings to provide the foundation knowledge versus
in-session lectures: active learning involvement through participant
interaction, facilitator interaction, and case-problem work sessions

¢ Homework assignments requiring application of concepts to FCG’s
business unit structure, staffing, and strategies, with individual analysis
and recommendations from participants

The ultimate program design incorporated three multiple-day sessions spaced
out over a five-month period. The content was sequenced from issues associ-
ated with the creation of an organization (vision, mission, structure) to those
associated with growing and managing the organization (growing the business,
managing financials), and from a broad, conceptual perspective to a highly
targeted focus on individual personal leadership style.

In executing this design, the Leadership Development Committee incorpo-
rated a variety of vehicles, tools, and techniques.

e Assessment instruments were used, including internal self-assessment
and 360-degree assessment conducted by participants’ colleagues, and the
external benchmark assessment conducted by Resource Associates.

The administration of the FIRO-B and the Atkins Kacher LIFO
completed the assessment.

e Prereadings were drawn from Harvard Business Review articles and
various books on leadership. Internally prepared readings and back-
ground materials were distributed to participants thirty days prior to
each session to provide a basic conceptual framework for all
participants and to minimize in-session time dedicated to lectures.

e LDC presentations summarized or targeted discussions of key prereading
concepts.

e Break-out work sessions, FCG-based case studies, and work problems
provided deep participant involvement. After detailed work sessions,
participants were required to make LCD projector presentations back to
the larger group regarding their analysis and recommendations.
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e Learning contracts were drafted and discussion of participants’ assess-
ment feedback and presentation of their personal learning contract
content and goals provided opportunities for mutual support and input
(see Exhibit 5.6).

e Homework assignments given between sessions drove immediate appli-
cation of learnings to participants’ daily work environment in the form
of business problem analysis, the results of which they presented back
to their colleagues at the next session.

® Relationship building through structured work sessions, homework
assignments, learning contract work, and off-site dinners after daily
sessions were of key longer-term benefit to the firm in creating internal
teamwork.

e Open, honest discussion and responses from all facilitators—who
committed to reply to issues and questions raised by participants, no
matter how challenging, personal, or sensitive—quickly built trust and
confidence in facilitators and a genuine level of respect for the firm that
it would support and encourage such openness.

IMPLEMENTATION

While design of the program’s actual curriculum was thought provoking
and time consuming for the Leadership Development Committee, it was clear
that the communication, ownership, and administration of the program would
be the critical aspects in the program’s success and these aspects would also
require considerable time and effort. This awareness led to the creation of a
separate implementation strategy and process.

® Creating ownership and buy-off with the executive committee was crucial,
and significant time was spent with them to ensure their understanding of and
comfort with the program, its content, and the commitment of organizational
resources that it would require.

e Visible participation and support of the program would cement the com-
mitment of the executive committee with the rest of the organization. It was
therefore agreed that the program’s learning facilitators would be the three
members of the Leadership Development Committee (including the full partic-
ipation of the CEO) plus one member of the executive committee, who would
serve as both a facilitator and as the designated sponsor or mentor for that
Leadership First group.

e Creating excitement and interest among the firm’s mid and senior level
leadership led to presentations at off-site planning meetings as well as e-mail
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and voice mail communiqués from the CEO regarding Leadership First’s ratio-
nale, development, and importance. Additional marketing by executive com-
mittee members to their respective organizations reinforced these messages and
demonstrated the commitment of potential participants’ superiors.

® Administrative process clarity and fairness added to the program’s acceptance
and credibility. The VPHR was designated as the program administrator, who
would set the path for the program, finalize processes, administer program
mechanics, integrate tools and processes into FCG’s infrastructure, schedule pro-
gram logistics, presentations, and participants, administer the nomination and
selection process (in conjunction with the Leadership Development and execu-
tive committees), provide verbal and written notification to all selected or deferred
applicants, administer assessment tools, consolidate feedback input, prepare
assessment feedback reports, and conduct feedback discussion with participants.

® A self-nomination process incorporating the completion of documents pro-
filing the nominee’s education, background, and experience, along with an
explanation of why he or she should be selected over others and a description
of what the nominee hoped to gain from participation, was required. Although
much of this information was available from FCG files, the self-nomination
(which required concurrence from the nominee’s business unit head), along
with the self-assessment versus the targeted FCG leadership behaviors, pro-
vided key information to the Leadership Development Committee about the
nominee’s self-perception, writing ability, thought processes, and maturity.

e Selection of ten to twelve participants for each group was based on a
review of all self-nominations and assessments by the Leadership Development
Committee, consideration of cross organizational representation, diversity rep-
resentation, and the immediacy of need for the participant’s growth, based on
his or her current role. The Committee’s final recommendation for participation
was then submitted to the FCG Executive Committee for concurrence.

LESSONS LEARNED

Participant Feedback

Bearing in mind that the participant population is still very small, input solicited
from graduates indicates that they found three particular aspects of Leadership
First to have the most impact:

e The assessment process, with its breadth and depth of assessment and
feedback, was felt to be the single most effective aspect of the program
for all participants.

e Relevant and applicable FCG-based case studies for analysis was most
impressive to participants. Many participants said they had attended
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development programs of one sort or another but none of those
programs had been based on “real world” situations they encounter
in their daily work environment and no program had been so closely
aligned with their organization as this program.

e [mmersion in and challenge of senior executive and CEO issues, prob-
lems, and decisions; role plays of board of directors presentations; and
exposure to corporate legal implications provided by Leadership First
afforded participants key insights and understanding of the leadership
demands faced by business unit heads and the executive committee at
FCG. Such understanding will facilitate readiness to assume similar
responsibilities when the time comes and will provide perspective when
participants are faced with organizational decisions and initiatives,
which they may not have understood, accepted, or supported so quickly
prior to attendance in this program.

When queried about which aspects of the program were most memorable
and useful for them personally, participants listed the assessment process feed-
back and the creation of their learning contract, the sharing of concerns and
needs with others in the group and learning from them, and the compulsory
and demanding analysis and decision making of case studies and business
problems.

Facilitator Observations and Insights

Although the structure and timing of each day of every session had been well
formatted by the Leadership Development Committee in the design phase of the
program, the facilitators realized that the program would need ongoing refine-
ment as the program and its content “settled in.” In particular, the facilitators
encountered four challenges that necessitated attention:

® Managing time. Beginning with a heavy content agenda to be covered
and then encountering tangential interests, questions and issues created a
conflict for the facilitators, who had to balance the need to cover the material
with the need to help participants develop perspective and deeper under-
standing. Balancing these two needs at times was costly in terms of time man-
agement. Some topics and work sessions were inadvertently cut short due to
lack of time, and some discussions, although of value, deviated from the pro-
gram agenda and had to be curtailed. This conflict generated the addition of
another day to the previous format in order to allow for the supplemental
discussions without detracting from the time allocated to other important
activities and exercises.

® Assessing and managing group energy levels throughout the sessions
became one of the facilitators’ challenges. With daily sessions packed with par-
ticipation, case problem work, presentations and observation, the participant’s
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energy levels varied throughout the day. At times, facilitators needed to juggle
agenda items slightly or defer certain work sessions for an early morning start
rather than continue with a mentally tired group.

® Balancing motivational levels and capacities of participants within the group
presented a somewhat surprising challenge for the facilitators. Although they
were not so naive to believe that all participants would be equally capable or
motivated, there was a feeling that given a group of people at the director and
VP levels, most people would fall within a set range on both dimensions. It was
surprising to see how each participant actually did perform and respond, given
the demands of the situation. Some who were anticipated to excel appeared to
lose some of their desire and motivation to master the concepts, and others who
were seen as “solid” performers, but who had not previously shown exceptional
abilities, were truly challenged by the opportunity and rose to demonstrate their
true capacity and potential.

e Guiding and maximizing case study and break-out group work necessitated
a greater presence from facilitators than was anticipated. Because participants
were at times dealing with problems and issues to which they had no previous
exposure, there was a need to clarify organizational position and business phi-
losophy, and some input or guidance was required. The value for the facilita-
tors was the insight that the organization really needed to communicate or make
clear certain business philosophies so that all the firm’s leadership would be
fully aligned.

BEYOND THE CLASSROOM

Aside from the challenges associated with the actual conduct of the sessions,
the other major challenge for the facilitators was that of keeping the group
together and maintaining the learning process after the formal program ses-
sions were over. In an effort to maintain group identity and reinforce growth
and learning, the facilitators had designed vehicles into the framework of
Leadership First. A group sponsor/mentor (executive committee member and
session facilitator) had been identified. The role of the mentor/sponsor was
to provide participants with post-session feedback regarding their participation
in the program and to work with the group and each individual on learning
plans and other issues as requested by the group or individual. Conference
calls with all group members on an as-needed, but at least quarterly basis,
were incorporated as a means of maintaining the group’s identity, as well
as perpetuating a support network and mutual problem-solving vehicle and
safe environment for sharing and testing progress on individual learning con-
tracts. Last, an annual group reunion was planned as another reinforcement of
Leadership First.
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Following participation, each individual has been encouraged to share their
learning and personal goals with their respective business unit head. This
coaching process will further serve to link the Leadership First program struc-
ture and process into the firm’s PCADs process to maximize the value of both
programs.

Continual monitoring and revision of the participant’s individual learning
contract is reinforced on an ongoing basis in the follow-up work with the group
mentor and the other participants in his or her group, some of whom will have
committed to help each other on specific issues, and through the PCADs process
itself. To assist in this ongoing development effort, each participant is provided
with a Development Resources List of courses, books, and articles as a refer-
ence tool. In order to track and evaluate the participant’s growth and behavioral
progress as observed in the work environment, a follow-up 360-degree assess-
ment process is to be conducted nine to twelve months after completion of Lead-
ership First, using the same self-assessment and the same colleagues to provide
feedback to the participants.

Providing the structure and vehicles to sustain and reinforce the Leadership
First Program’s objectives with participants was a critically important aspect of
the original program design. The Leadership Development Committee saw the
need to incorporate a vehicle to ensure the organization’s continued under-
standing and support. In addition to participant feedback to respective business
unit heads and colleagues, continuing communications were to be provided to
the FCG organization to keep associates informed about and involved in the
program’s progress and success. Periodic status reports and feedback were also
to be provided to FCG’s vice presidents, the executive committee, and the firm’s
board of directors.

EVALUATING LEADERSHIP FIRST

In order to monitor feedback and results and to evaluate the effectiveness of
Leadership First, the Leadership Development Committee incorporated a num-
ber of measurement vehicles and methodologies, including the following:

e Participant assessment ratings and feedback (initial versus post
attendance)

e Behavioral changes being observed or reported for participants—both as
a result of assessment feedback and skill and knowledge growth

e Feedback from participants’ business unit head on participants’
behavior and performance improvement

e External benchmark feedback from Warren Bennis on program quality

¢ Performance effectiveness and advancement of participants (longer term)
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e Encouragement of attendance and verbal marketing of program by past
participants

e Progress toward achievement of documented personal learning contract
measurable goals and time frames

The first six groups (sixty participants) have completed the program. If this
limited participant population’s feedback and enthusiasm for the program is any
reliable measure, the program is extremely successful. Over time, as the partic-
ipant population grows, the in-place evaluation methodologies incorporated into
the program will provide a reliable metric.

Although the relatively short period and small participant population restricts
tangible evaluation, the firm has already experienced a number of intangible
gains from the program:

e Improved cross-organization communication, an unintended benefit, has
been dramatic as a result of the program

¢ Valuable thought and work in case problems and business unit
analysis gave the executive committee additional insights and input
for consideration

¢ Stronger unity of purpose at senior levels has resulted from discussion
and ownership of the program and its objectives

¢ Deeper understanding of values, mission, and strategy (as well as their
rationale) and stronger buy-in and commitment to them by program
participants

* An increase in the firmwide and strategic perspective of many has been
very noticeable

¢ Deeper appreciation of the stress and demands being faced by senior
leaders within FCG

¢ Sense among most FCG associates that the firm is committed to grow its
own, that it has a vision, and that it will have a long and strong future
with experienced and trained talent to manage the future organization
as a result of Leadership First

Based on internal and external benchmark comparisons and feedback, FCG’s
Leadership First appears to be a unique program in that its design incorporates
actual FCG case studies and problems (see Exhibits 5.7 through 5.10) and it
employs a situational approach to leadership training versus the traditional topical
or subject matter approach. Unlike many programs that focus on communica-
tion or motivation as a learning topic, Leadership First’s premise is that various
skills are simultaneously required in specific business situations. In handling a
merger or acquisition, for example, a leader must assess the financial and legal
issues involved, the business and revenue implications, and the emotional,
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motivational, and communication requirements for employees, and must draw
upon a variety of leadership behaviors and skills to address all these various
situational needs within the context of the merger. Leadership First approaches
the learning process from this perspective.

The program is also unique in that instead of assigning the development task
to the training and development staff, it employs active participation of the
firm’s CEO and executive committee members as facilitators in all sessions
and requires one member of the executive committee to serve as the group
mentor/sponsor for each group of participants.

Last, the program is tied closely into other FCG processes such as PCADs and
the coaching process, and is totally integrated with the firm’s emphasis on
becoming well managed, both financially and in the handling of people.

Evaluating Leadership First in any truly measurable way at this early stage
of its administration is difficult. There are, however, a few initial results that
merit recognition:

¢ The disciplines of preparation for the Leadership First sessions are
having an immediate impact on practice units’ focus and profitability.
Because several key members of one practice unit were in the same
group, they have been able to make some significant and very different
decisions about cutting costs, changing business models, and recruiting
people.

¢ Sharing business unit models and strategy documents with all VPs and
directors has made a significant impact on several groups.

® One vice president has changed his approach to his practice unit,
resulting in significant improvements in growth.

e Another key practice unit has significantly improved its performance as
a result of the attendance of its leader in the program.

The true measure of the program’s tangible gains and success, however, will
be demonstrated in the coming years through the firm’s “bench strength” depth
and readiness, and ultimately through FCG’s market position, revenue stream, and
recognition as an industry leader.



Exhibit 5.1. Program Overview Schematic

Leadership First — Program Overview

Assessment
process

Selection
process

Program Evaluation and
Continuous Environment

Feedback Loops
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Seminars/ Individual . Episod.ic
Work development execution
. . * Action
sessions planning learning

Systematic individual performance and
Progress tracking and monitoring

Exhibit 5.2. Program Session Outlines

Session One (3 days)

Session Two (3 days)

Session Three (2 days)

® Group expectations

® Personal growth and trust

® The assessment process
and the learning contract

® Program mechanics and
structure

e Creating the organiza-
tion’s vision, mission, and
values

® Strategy planning—the
broad view

® Designing the organiza-
tion structure

® Selecting people and
creating teams

® Business models and their
implications

® Understanding and man-
aging the balance sheet

® Measurements and incen-
tives—performance met-
rics and reward systems

Session One recap

Personal learning
contracts

Identifying and creating
big impact change
agendas

Homework presenta-
tions—business unit
assessment and
recommendations

Merger and acquisition
management
Understanding public
company status

Big game hunting
(how to grow the
organization)

® Session Two recap

e Homework presenta-
tions—board presenta-
tions on 6-month
strategy for their busi-
ness unit

e Communicating
effectively—inside and
outside the
organization

® Managing ahead—
leading multiple quar-
ters and years ahead

e Personal leadership—
understanding and
developing your style

e Revisitation of group
expectations

® Personal action plans

® Going forward—group
mentor, group status,
and identity; 9-12-
month reassessment
process
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Exhibit 5.3. Nomination and Selection Process Schematic

Leadership First Participant
Application Process

+ Self-nomination

+ Coach approval

+ Business unit head concurrence

« Participant self-nomination and self-
assessment forms

l

Selection Process—Standardized
Yardstick Firmwide

10 participants per quarter

+ Group 2—February 7-8-9; April 12-13;
June 21-22,2002

« Initial focus on high impact players for faster
results—restricted to VP and Director levels
(leverage development dollar investment to
fullest at start)

+ 12 month's minimum service requirement

Performance requirement

« Diversity consideration

Business unit leader review/approval

« Selection committee and executive committee
review/approval

+ Make them feel "special”

+ Make them a "class" for identification/
networking/collegiality

Action Learning Contract/Process

+ Completion of Learning Contract based

on feedback from assessment phase

Clear goals with measurable results, targets,

and time frames

* Most development will/should occur in the
participant's current position/job

« Largely self-managed vs. structured program

Consolidated group sessions with case

studies, simulations, and lectures by industry

leaders and FCG staff—develop "class"

identity and address common needs

Development resource reference list—

external programs, distance learning,

seminars, university

« Internal resource designation as "Executive
Sponsor" for each "group/class" for mentoring
and ownership

A 4

Assessment/Individualized
Participant Feedback

+ Administration of instrumentation,
interpretation, and feedback

+ 360 Degree Leadership Assessment, data
consolidation, and feedback (Leadership First
Assessment Feedback Form) with written
report/profile

* Resource Associate Leadership Traits
Benchmark assessment report

» Aggregate (for FCG) and individual key strengths
and development area profiling

* Pre- and post-360 degree assessment (after
6-9-12 months) for participant progress and
feedback

+ Emphasis is development—not performance—
this process is a complement to FCG's existing
systems—not a replacement for PCADs

Development Contract Execution/
Re-Assessment

* Three meetings of Group 2 as a "class"
for group development and feedback on
program

+ 3/6/9/12-month follow-up with participants

+ Reassessment of development needs to
assess degree of growth

A

Program Evaluation

* Pre- and post-assessment analysis

+ Review/dialog with executive
committee on organizational issues
(current and future strategy, cultural,
organizational, and leadership changes)
and development needs

+ Individual participant experience
evaluation

+ Classroom/structured learning
experience evaluation




FIRST CONSULTING GROUP 143

Exhibit 5.4. Self-Nomination Form

Nominee Information

Nominee Name: Current Position:

Business Unit: Hire Date:

Education Completed/Year/School(s):

Bachelors [ ] Masters[] __ wmBA [ other (]

Special Certifications: Speeches/Articles:

Briefly describe your experience with international assignments/travel:

Recent Significant Achievements/Contributions

Briefly describe what you believe are your most significant achievements/
contributions to FCG during the past twelve to eighteen months.

Nomination Rationale

Briefly explain why you (as opposed to others) should be considered for
participation in Leadership First.

(Continued)
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Exhibit 5.4. Self-Nomination Form (Continued)

Developmental Value

What particular learnings/value do you believe you will gain from participa-
tion in Leadership First? How will these learnings benefit you? How will they
benefit FCG?

Career Focus

In what specific capacity/position do you see yourself in the next two years
and why that one as opposed to some other? What particular contributions do
you feel you can make there (as opposed to someone else)?

Business Unit Head Comments/Concurrence

Briefly describe why you recommend (do not recommend) this person’s
participation in Leadership First at this time. What capacity/position do you
envision this person holding in two years? In five years?

Signatures

Applicant (Signature here con-
firms your absolute commitment to attend ALL sessions of Leadership First—if
you are not able to make this commitment, you should not apply at this
time.)

Business Unit Leader (Your signature here
indicates your recommendation, without reservation, for this candidate’s
participation in Leadership First.)

Participation Disposition (to be completed by Leadership First Selection
Committee)
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Exhibit 5.5. Sample 360-Degree Feedback Report

Leadership Attributes/Behaviors Assessment

53
5.0

4.8

45

43
4.0

38 /
35

ol e/
Y X / / /

e R e \ RN/
yaN N AV,
A\ /
/ \ V4
B 4 \V, N/ N

0.8
0.5
03
0.0 T T T T T T T T T T d
Vision Motivation Courage Teamplay Sensei Business Citizenship Emotional Client Business FCG
acumen competency relationships development  operations
Leadership Values/Behaviors
—o— Self —#— Peer —&— Superior —4— Subordinate
Level 1 Level 2 Level 3 Level 4 Level 5

Almost never demonstrated Often demonstrated

Occasionally demonstrated Usually demonstrated Almost always demonstrated

Vision—demonstrates ability
to see "the big picture" (the
long-term benefit to the
team/firm in the next 5-10
years of hard work) and is

able to communicate this
picture to others in a way that
generates hope and excitement
regardless of their position.

Motivation—demonstrates
ability to create passion and
excitement, often without being
able to articulate anything more
than faith and trust, so that
people are compelled to follow
him/her.

Courage—demonstrates

ability to be bold and
innovative, inspiring trust in
associates because his/her ideas
are not necessarily the safest

or most logical but because
they are ideas that everyone
would like to see come to
fruition.

Teamplay

the ability to evoke the best
from a team by appreciating
the responsibilities, dreams,
and contributions of each
individual in the group;
demonstrates the ability to
create a team environment
inwhich people are
comfortable communicating
and discussing new ideas,
even when such

discussions cause friction and
change.

the
ability to teach and transfer
knowledge by drawing out
associates' strengths while
paving the way for them to
correct weaknesses; people
follow this individual with
great confidence, not fear,
knowing that their
development is a mutual
goal.

Business acumen—
demonstrates the ability to be
agreat thinker and business
expert who leverages his/her
experience, education
connections, and other
resources to obtain results;
personally d an

Citizenship—demonstrates

the ability to evoke trust and
respect because he/she
embodies the qualities
associated with character
(integrity, humility, willingness
to serve, honesty, and empathy);
d balancein

unquenchable thirst for
knowledge.

personal, business, and civic
responsibilities and is viewed as
a "model citizen," not just a
model t

Emotional competency—
demonstrates ability to
manage and influence nearly
any situation, because he/she
intuitively senses what others
are feeling and understands
what makes each player
"tick"; demonstrates his/her
own self-awareness by
constantly evaluating and
working with his/her own

i and drives.

Client relationships—
demonstrates the ability to
identify and develop strategic
client and/or vendor
relationships; creates
excellent relationships with
client leadership through
delivery of quality service.

Business development—
demonstrates keen
understanding of FCG's
industry, competitors, and
markets/market trends;
leverages that knowledge to
develop and close new
business to consistently meet
annual revenue and
profitability targets.

(Continued)
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Exhibit 5.5. Sample 360-Degree Feedback Report (Continued)

Summary Observations of Assessment Feedback

Overall, your ratings from all assessors were quite variable and inconsistent in how
peers, subordinates, and superiors perceive your leadership behaviors, and there are
some significant differences in how your colleagues view your leadership behaviors
as compared to how you perceive your own behavior. While you rated yourself at
level 4 and level 5 (“Usually Demonstrated” and “Almost Always Demonstrated”) in
all behaviors except “Vision,” “Motivation,” and “Sensei,” your assessors generally
viewed your demonstrated leadership behavior anywhere from 0.5 to 3.0 levels lower
than your ratings.

Your subordinates tended to rate you lower than you rated yourself and lower than
the ratings of either your peers or your superiors. This pattern is a bit unusual, in
that subordinates generally see their boss as more experienced and having more
expertise than themselves and as a result they tend to rate the boss much higher
than either peers or superiors do. Your subordinates’ ratings were mostly in the
“level 2—Occasionally Demonstrated” category except in the area of “FCG opera-
tions,” where they rated your behavior the “level 3—Often Demonstrated.” This
pattern may suggest that your subordinates are fairly sophisticated in observing
leadership behaviors and therefore have some basis for their comparison of
your leadership versus their past experience with other managers; or it may sug-
gest that they have not had close enough exposure to you to observe some skills
and behaviors in the given settings. Of particular note are areas where your subor-
dinates rated you 2.5 to 3 levels lower than you rated yourself: “Business develop-
ment” (self-rating 5.0—subordinate rating 2.0); “Citizenship” (self-rating
5.0—subordinate rating 2.5); “Courage” (self-rating 4.0—subordinate rating 1.5);
“Business acumen” (self-rating 4.0—subordinate rating 1.5); “Emotional compe-
tency” (self-rating 4—subordinate rating 1.5). These differences clearly indicate that
there is a significant disconnect between the behavior others are seeing you exhibit
and how you perceive yourself. Your demonstration of certain leadership traits
seems to be invisible to others at times. It may also be that what you are demon-
strating differs from others’ definition or expectations of that leadership skill or
behavior, but your knowledge and mastery of FCG’s leadership behaviors are not
as broadly developed or demonstrated as you believe they are.

Your peers’ and superiors’ perceptions of your leadership skills are more closely
related to your own self-perception, but they are also generally lower than your own
self-perception of your leadership skills. There is strong consistency around
“Vision,” where range of ratings varies from 3.0 to 3.5 (your self-rating was 3.0);
“Motivation” (peers’ and superiors’ rating 3.0 and 2.5; your self-rating 3.0) “Client
relationships” and “FCG Operations” (peers’ and superiors’ rating 2.5 and 3.5; your
self-rating 4.0).
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Exhibit 5.5. (Continued)

Your peers perceive your greatest strength is “Courage” (rated 4.0) and your weakest
area is “Team play” (rated 2.0), while your superiors see your greatest strength as
“Client relationships” (rated 3.5) and your biggest weaknesses as “Sensei” (rated 2.0).
These data imply that you may be doing a better job of managing upward and later-
ally than you are in managing downward to your staff. It also suggests that “Team
play” and “Sensei” are critical areas for your reflection and focus.

Developmental feedback comments indicate three primary things you may want to
start doing: (1) better communication with FCG team and client, (2) invest in your
relationship with your team members; spend time with them, nurture them, and
help them work through problems so they can learn; assess and give them mean-
ingful and constructive but sensitive and empathetic feedback, and (3) work to
make sure the big picture is solidly and consistently presented in our deliverables.

There are many behaviors people want you to continue doing, which indicates that
much of your effort and activity is seen as being of value and as a positive contri-
bution. Your thoughtful leadership and calm demeanor are appreciated, along with
your enthusiastic attitude and encouragement of others to think out of the box.

People want you to improve your communication skills—(1) improve influencing
skills with clients and internally so people can take advantage of the innovative and
creative ideas you have, (2) ensure consistent communication so projects don’t stray
off track, and (3) communicate any billing (or other) problems early on with the
appropriate people.

You should compare your own priorities in the START, CONTINUE, and STOP DOING
categories with the feedback recommendations from your assessor group to ensure
that you have incorporated their input into your developmental planning, and
record your priorities and goals on your Personal Learning Contract.

Developmental Feedback

For improved effective- | O Accept healthy conflict as exactly that—healthy
ness, this individual
should starT doing the
following 3 things:

O Recognize that I can affect a situation

O Be more accepting of my role and level of expertise
while using this recognition to build and/or uncover
opportunities

O Be more direct and forthright in communications
with superiors, especially when it is tough (don’t
avoid calling it like you see it)

O Find more opportunities to spread your knowledge.
Create the next generation of you

O Think in the context of the firm instead of just your
business unit or group

(Continued)



148 BEST PRACTICES IN LEADERSHIP DEVELOPMENT AND ORGANIZATION CHANGE

Exhibit 5.5. Sample 360-Degree Feedback Report (Continued)

O Focus more on managing/coordinating deliverables,
and less on contributing to them

O Update technical skills—stay conversant on new
technology, standards, methodologies

O Spread credit around where it is due for good work

O Offer solutions to the problem not just stating there
are problems and embrace or become a proponent of
other and perhaps more appropriate solutions

O Embrace and manage diversity within a team

O Sticking on a project from beginning to end

O Developing better interpersonal skills with the client
O Develop better speaking skills

O Become more aware of project financials and their
relationship with overall FCG financial performance

O Be more aware of his ability to influence client/
staff—both positively and negatively

O Finish internal assignments—too often has best
intentions to start but seldom finishes

O Become more active developing literature and
publications

O Focus on long term versus short term

For improved effective-
ness, this individual
should CONTINUE TO DO
the following 3 things:

O Maintain current levels of fervor and dedication

O Build my knowledge base in terms of technical and
leadership roles

O Maintain a healthy work/family balance

O Broaden influence within his business unit and
the firm

O Look for new ways to contribute and new things
to learn

O Keep calm in the face of crisis or adversity (you are
good at this)

O Allow team members face time with the client

O Establish client relationships and confidence
in FCG’s technical capabilities

O Look for creative ways to involve the client in
technical decisions

O Apply your excellent consulting skills to expand
FCG business

O Network among diverse FCG business units
O Maintain enthusiastic attitude
O Encourage the team to think out of the box
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Exhibit 5.5. (Continued)

O Develop additional knowledge through industry
leadership

O Share and leverage this strong technical skills and
vision with other FCG associates

O Demonstrate his creativity and strong work ethic, and
commitment to his clients

O Remain willing to do what it takes to get the job done
O Focus on adding value to clients

For improved effective- | O Listening to sniping and griping that is unfocused or
ness, this individual destructive

should stop doing the O Focusing on what can happen given the situation,
following 3 things: not what could have happened

O Worrying about my longevity with FCG (spend energy
on what we can do to ensure this question goes away)

O Thinking of himself as an associate of the firm,
instead of a leader of the firm

O Thinking someone else will come up with the answer
to the firms/business unit’s problems

O Managing in absentia

O Recommending outdated technologies where they
don’t apply

O Pushing his own agenda, and listen harder to his
client’s needs and team’s suggestions

O Taking issues and problems personally

O Looking for hidden motives which might be causing
disruptive behaviors on the team, take the issue
head on

O Putting his own interests ahead of the team’s

O Avoiding conflicts that may require him to “take a
stand”

O Participating in gossip

O Sharing associate confidences with subordinate staff,
or venting personal issues he has with senior level
FCG associates to subordinate level associates

O Venting to subordinate staff regarding the
business/financial issues of the Firm, which creates
insecurity among the staff

O Overworking his network to find out how he’s doing
in the organization
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Exhibit 5.7. Business Model Exercise

LEADERSHIP FIRST SESSION ONE
Team Exercise—Business Models and Their Implications

You have been provided with information covering the recent history of FCG’s
Health Delivery Practice. Using this material and drawing upon the information
presented and discussed in this afternoon’s session:

¢ Identify the business forces acting on the HD model in late 1999 and early
2000 and determine how it was positioned to either respond or not respond to
the changing environment.

e What were the existing business model levers and how were they structured
to either respond or not respond to the market changes?

e Which lines of business or services should be reduced or not emphasized?

e Which segments would you invest in and how would you fund those
investments?

¢ How will you increase marketing and marketing effectiveness?

e What key processes and reports must you put in place immediately to
manage the business?

¢ The ultimate goal is to return the unit to profitability over the shortest period
possible: within what time frame will you accomplish this?

¢ How will you position and structure the unit to both deal with the immediate
challenges while positioning for a return to acceptable growth rates?

Be prepared to make a twenty-five-minute presentation of your team’s analysis
and strategy, covering the questions identified above.

Time Frame for Team Exercise: 1 hour 45 minutes
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Exhibit 5.7. (Continued)

The Health Delivery Business Unit Background Information

Background

Through the year 2000, the Health Delivery Business Unit had been one of the
mainstays of FCG’s practice. This business unit, and the related service offerings,
had its roots in the founding practices of the firm. The portfolio of services
comprised two major lines of business: IT consulting services and implementation
services. In addition, there was a small process improvement line of business that
had a spotty past history in terms of market penetration and success, and had
limited internal acceptance within the overall HD group. As shown below, there
were sub or component offerings in each of these major lines of business.

FCG's 1999
Health Delivery Business Unit

Health
delivery
. . Process
Consulting Implementation .
) ) improvement
services services .
services
+ Systems planning + System configuration  + Process analysis
* Vendor selection * Implementation * Process redesign
+ Executive studies * System test + Benefits realization

+ System integration

In addition to the delivery group, there was an overlay “sales” or go-to-market
structure. The regional sales force was made up of geographic-based VPs and sev-
eral new business directors, whose major responsibility was to sell the full line of
the firm’s services into the health delivery market (this included not only the core
service offerings provided by the HD business unit, but also HD applicable services
provided by other business units such as technology and integration services,
networking design and implementations, and e-health services). The sales force

(Continued)
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Exhibit 5.7. Business Model Exercise (Continued)

was responsible for identifying and prioritizing “target” accounts, developing
marketing and sales strategies, and maintaining “strategic” relationships with key
accounts.

The delivery components of the HD business unit were organized on a service-line
or service-offering basis and did not have specific assigned geographies or specific
account sales responsibilities. Their focus was to support the “sales” process by
providing specific functional expertise to support the proposal process, identifying
and selling add-on work, managing the quality and economics of the projects,
developing additional service offerings or products, managing overall utilization for
their groups, and related hiring and HR management issues.

The business unit was designed and structured to capitalize on what had been a
twenty-year trend in the HD marketplace:

e Maintain strong relationships at existing or new HD accounts and use the con-
sulting services to drive systems planning and vendor selection services into
the client base.

e Use the planning and system selection process to “tee up” subsequent, large-
scale, and multimonth or multiyear implementation engagements.

e Sell additional “consulting” services in the areas of process improvement if we
had the skills and expertise.

e Repeat the cycle every three to five years at the client when the old systems no
longer meet their needs.

Years 1999 and Early 2000 HD Market Dynamics

The majority of 1999 continued the successive string of strong quarters for the
HD business unit. Buoyed by the tremendous demand fueled by the Y2K problem,
almost all the HD organizations began an accelerated cycle of systems
replacements. The Y2K phenomenon also created additional demand for “body
shop” Y2K testing and remediation support. This demand resulted in the following
1999 revenue and project margin performance for all services delivered into the HD
marketplace.

Beginning in 1999 and continuing into early 2000, there was an abrupt and
precipitous decline in market demand. The factors contributing to this were

e The Balanced Budget Act (BBA) began to seriously erode health delivery organi-
zations’ operating margins. BBA went into effect in 1998, and the full impact began
to be felt through reduced federal reimbursement in 1999. BBA was a permanent
reduction in the level of government reimbursement for health care services.
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Exhibit 5.7. (Continued)

35,000,000

30,000,000 —

25,000,000 1

20,000,000 1

15,000,000 1—

10,000,000 1—

5,000,000 1— [J Net revenue
0 . . , B Project margin
1st 2nd 3rd 4th
Qtr Qtr Qtr Qtr
'99 '99 '99 '99

e The overspending in 1998 and 1999 on systems for Y2K readiness shut down
capital for IT in 2000.

e Executive management seriously questioned the “value” received for past IT
expenditures and the need for future investments.

e All major IT vendors (except Cerner and several smaller firms) experienced
significant sales and revenue declines.

As a result, the 1st and 2nd Q FY 2000 operating performance of the HD business
unit “tanked.” The overall structure, personnel assignments, and reporting for-
mats were realigned starting in FY 2000. However, the relative operating metrics
still reflected a significant decline in performance.

FY 200 HD Operating Metrics

Quarter Revenue  COS GM % Selling  G&A  Op. Inc. Op. Inc. (%)
Q1 $13,347 $8,044 $5,303 39.7%  $1,784 $1,454 $2,065 15.5%
Q2 $10,914 $6,955 $3,959 36.3% $1,617 $1,574 $768 7.0%

Fact Gathering Results

The leadership of the HD business unit began a series of fact-gathering and analy-
sis exercises beginning in March 2000. This fact gathering focused on garnering
input on current and projected market demand, analysis of the operating statistics,
review of the services portfolio and offerings, and review of the existing sales and

(Continued)
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Exhibit 5.7. Business Model Exercise (Continued)

delivery organization structures. Throughout the process, there was significant
debate, conflicting opinion, and contradictory recommendations. A summary of the
salient facts and opinions include

e There were no firm data on what the market was currently demanding or
likely to demand in the immediate future. Data from the vendors indicated that
for the remainder of 2000, and potentially well into 2001, demand for software
and new implementation business would be weak. The number of FCG driven
systems plans and vendor selections fell to an average of one to two new
engagements per month.

e There was a growing “rift” between the HD sales and delivery organizations.
The delivery components of the organization felt that the sales side was not
effectively pursuing the market opportunities, and the sales side felt that there
was limited market demand and the HD service offerings no longer met the
market demand they were pursuing.

e Many of the old vendor-based implementation services were no longer
“selling” in the marketplace. The demand for McKesson Robbins HBOC
software, IDX software, and SMS software was in significant decline. These
had been mainstays of the implementation services business.

e Given the falling demand in the marketplace, significant price-cutting
began to appear. The vendors and other consulting firm’s began to cut rates
by 20 to 40 percent in an effort to offset fixed costs.

¢ The existing measurement and monitoring systems were not strong or
sufficient to analyze current or future performance. Specifically:

The sales forecast process was imperfect and at best showed that future
demand was weak or nonexistent.

There were no clear lines of accountability or measurement of sales and
delivery effectiveness.

There were no tools or practices in place to monitor the controllable cost
components of the business unit; e.g. practice development direct expenses,
other nonchargeable expenses, sales cost, and time by client type or
geography.

Account plans were nonexistent.

Use the facts, data, and opinions detailed above to support your analyses and
recommendations for the exercise.

Source: © Confidential and Proprietary to First Consulting Group. Reprinted with permission.
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Exhibit 5.8. Managing Acquisitions and Mergers Exercise

Drawing upon the assigned prereading materials, the ideas from today’s group
discussion, and the attached FCG Acquisition Checklists, evaluate the following
candidate company as a potential FCG acquisition:

¢ Identify what potential acquisition strategies may be possible here. Explore with the
group not only a wholesale acquisition (if you can make the economics work) but
also other forms of acquisition or investment that meet both organization’s goals.

e Settle on your best option and develop a short, 4-5-page PowerPoint presentation
outlining the following:

The basic structure of the deal

The strategic advantages and gains for both organizations
Time frame and economics

Major “Due Diligence” tasks

Risks

e If, as a group, you are unable to structure a deal that leads to some form of
combining (this can be a viable strategic option), prepare a 4-5-page PowerPoint
presentation outlining the following:

How the two companies will work together—the relationship structure and
the leadership structure.

How you will position the relationship in the marketplace.
The targeted growth and profitability for the specific ERP practice.

How you will manage the risks associated with not having a formalized
relationship and structure and how you will manage the potential for (company
name) selling (company name) to another organization.

How/where does it fit with FCG’s current business strategy and structure?
What particular advantages/opportunities does it provide for FCG?

What are the revenue/profitability potentials?

What is the “culture fit” between the two firms?

Can a deal be put together? Why or why not?

What would the deal structure look like?

How does the staff/skills set fit into FCG? Would we retain everyone or would
some have to be released?

What are the liabilities/risks associated with this acquisition?
Should FCG buy this company?

Be prepared to make a twenty-minute presentation of your team’s analysis and
recommendation (be sure to address all the questions above in your presentation).

Time Frame for Team Exercise: 1 hour 30 minutes

Source: © Confidential and Proprietary to First Consulting Group. Reprinted with permission.
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Exhibit 5.9. Effective Communication Exercise

Effective today, you have been named CEO. You and your management team
have gathered to define the communication requirements of the firm and define
a communication strategy and plan for the firm.

Drawing upon the assigned prereading materials, the ideas from today’s group
discussion, and your knowledge of the firm:

e Think about the various constituencies and discuss their particular perspective
regarding FCG: What are their key communication issues and need for infor-
mation? Spend adequate time in discussing the issues before proceeding to the
creation of your plan.

e Design a communications strategy and plan for your administration: identify
how many and specifically which constituencies you will communicate with,
regarding what issues, and with what frequency (consider vendors, clients,
auditors, attorneys, board, market analysts, executive committee, VPC, VPDC,
and any others you think are needed).

e Describe the vehicle(s) you would employ to communicate with those
groups/entities and define the manner in which you would evaluate the
effectiveness of that communication initiative.

Be prepared to make a twenty-minute presentation of your team’s analysis
and recommendation (be sure to address all the questions above in your
presentation).

Time Frame for Team Exercise: 1 hour 30 minutes

Source: © Confidential and Proprietary to First Consulting Group. Reprinted with permission.
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Exhibit 5.10. Sample Homework Assignment

1. Between now and Session Two, interview your business unit leader and pre-
pare an assessment of your business unit. Identify and address the following:

¢ Briefly describe the business unit’s organizational structure
e Describe the current business model

e Identify the current and future key business drivers and market
opportunities

e [dentify the unit’s relative strengths and weaknesses
e Describe the unit’s skill set strengths and deficiencies

¢ Identify the risks, exposures, and opportunities that will exist twelve to
twenty-four months in the future

e Qutline how you would accelerate the growth of the unit 50 percent above
its current level over the next twelve to eighteen months.

Be prepared to make a presentation (no more than 20 minutes in length) of your
analysis to the entire Leadership First group at the next session. This presentation
should be an original-thought, focused analysis of the issues—not merely an acad-
emic exercise or a compendium of other presentations that may have been done
by members of the business unit.

2. Using your assessment feedback information as the basis for your personal
growth and learning strategy, complete your learning contract, in detail,
identifying the key developmental targets you want to set for yourself over the
coming six to eight months. Be prepared to share your learning targets and to
discuss what progress you have made or are making with your team at
Session Two and Session Three.

Source: © Confidential and Proprietary to First Consulting Group. Reprinted with permission.
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OVERVIEW

Too many leadership interventions are fashioned in ways that do not engage the
business leaders themselves in the design and delivery of the interventions. As
a result, the intervention at times feels more like a training exercise than an
opportunity to improve from an organizational and personal perspective. We
know from studying leadership development interventions that leaders learn
the most from experiences that are rooted in what they do every day (Bass,
1990; Argyris, 1976; Clark, Clark, and Campbell, 1992) and that have direct
applicability to their job. Too few interventions are tracked to determine the real
impact they have on the performance of the organization and the participating
individual.

This case study will provide a “soup to nuts” process for designing, deliver-
ing, and evaluating leadership development initiatives that can be implemented
in your organization. It lays out a process used globally in the financial services
business of the GE Company. The process is proven to work in varying cultures
and business types, not just financial organizations but also in industrial busi-
nesses and across functions as well. Proven methods are outlined for engaging
the business leaders in the process—a powerful ingredient for success.

BUSINESS CASE FOR LEADERSHIP DEVELOPMENT

GE Capital, as it was then known, the financial services arm of the GE
Company, was experiencing tremendous business expansion. It was one of the
fastest growing financial services organizations in the world, going from a
U.S.-based organization in the early 1990s to a global organization in the mid
to late 1990s. One of the hallmarks of GE is driving a culture of knowing its key
leadership talent and ensuring that the talent reflects the strong values that
underscore the company. With rapid global expansion, it was feared that GE
would lose this competitive advantage if we did not act quickly to maintain
strong ties to our new and emerging leaders. And as the company expanded
globally, maintaining the culture became increasingly important.

Leadership plays a significant role in modeling and reinforcing the culture
of the organization, and, as the literature underscored, leaders who do not
reflect the cultural values of the organization can have a disastrous impact on
the bottom line (Finkelstein and Hambrick, 1996). Historically, GE is known for
its ability to shape and develop strong leaders, so it was only natural that with
the fast expansion of GE Capital that the business would focus on develop-
ing leaders. The question was exactly how we were going to go about growing
leaders in a cost-effective and effective way.
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GETTING STARTED

The temptation for developing leadership interventions is to go to those who
have experience doing them within the organization. Although they are a great
resource for institutional history, these “insiders” often can perpetuate their
own beliefs and myths about leadership development and training, thus cre-
ating their own blinders for “out of the box thinking.” The real people who
know the issues and what is missing in the leadership equation are the leaders
themselves. Also, it is important to build a critical mass of support for an effort
to uncover the focal points for significant change and to connect with the lead-
ership community on what they believe is important about leadership.

Contrary to some advice, I embarked on a massive effort to interview all the
business leaders about their views on business and leadership challenges. I also
interviewed a cross-section of potential users of the system to get a read on their
appetite for change and personal development. This was a very useful and
enlightening exercise. Not only were the business issues identified but also the
business leaders’ teachable points of view on effective leadership were uncov-
ered (Tichy and Cohen, 1997). The benefit was two-fold: learning that there was
considerable consensus about the business challenges ahead (always good
news); and that the leaders themselves could be a critical part of the develop-
ment effort, since they indeed had strong views about leadership and what it
takes to be a good leader. They clearly had their teachable points of view—their
“defining moments” when they learned their greatest lessons—and they were
excited to talk about them. Potential participants had a strong desire to learn
and be on the cutting edge. They had a thirst for understanding the bigger con-
text of the organization, improving themselves, and continuing to motivate
those they led.

The same series of questions were asked of both business leaders and poten-
tial participants. The interview approach was open-ended, using the following
questions:

e What are biggest challenges facing the business; what keeps you awake
at night?

¢ [f you had one message to future leaders of this business, what would
it be?

e What will leaders need to do to address the business challenges?
e What is it that you want to be remembered for as a leader?

e What was your greatest defining moment that taught you the most
about leadership?

e What excites you most about your current role?
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¢ [s focusing on leadership development important? If yes, why? And if
no, why not?

e [f we were to launch an effort, would you be willing to be part of the
faculty?

Although these questions may seem self-evident, they led to some very inter-
esting discussions. You will note that I never asked the obvious question—What
skills do you think leaders need? That would have been too easy and would have
provided the typical answers not necessarily rooted in the business need. The
questions were also future focused. This was important because we were not
debating, justifying, or trying to rectify what happened in the past. We were
thinking proactively about what the business and leaders would need to be suc-
cessful going forward. The interviewees also had a chance to be reflective about
themselves and their business—an enjoyable luxury in today’s fast-paced world.

I walked out of these interviews knowing a great deal about the business
challenges, leadership lessons from potential teachers, and the leadership needs
from potential participants. The group’s energy to be involved and engaged in
the initiative was building. The time spent in this activity was well worth the
effort, as it allowed us to design something reflective of the business environ-
ment. A key outcome of this step was to understand what aspects of leadership
about which the business leaders were passionate. Each business leader had a
particular area of focus that would prove invaluable going forward. A great deal
of group excitement was also built for the next steps through this interview
process.

Lesson One: Engage the leaders early in the process. In looking back, I definitely
would not skip this step as the first. It laid the foundation and cornerstone of
the effort that created great momentum and buy-in. It also helped us see that
there was tremendous enthusiasm for developing the next generation of senior
leaders.

With the macro business issues defined, leadership needs determined, and lead-
ership lessons articulated, it was time to get more granular. Now we needed to
delve into the world of competencies. If we started with competencies we would
have lost leaders pressured by business concerns, in OD and HR jargon (which,
by the way, I would avoid at all costs).

Driving to the micro issues became an easier task because the macro issues
were understood. The Workout™ process, a GE problem-solving technique, was
used to define what the specific macro characteristics looked like when they
were being successfully exhibited. The Workout™ was high-energy and fun.
Teams of business leaders agreed on the definitions of the characteristics and
then drilled the characteristics down into behavioral terms. There was consid-
erable consensus about what constituted successful future leadership. Through
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Figure 6.1 Anchoring the Initiative.

this exercise the leadership development framework in Figure 6.1 and related
behaviors were defined.

The framework was sent to all the business leaders for final validation. Once
endorsed it became the behavioral underpinning of the intervention to come.

Lesson Two: Build your own framework. It would have been easier and quicker
to research the literature and come up with the framework and competencies,
present them to the leadership, and ask for their endorsement, which they prob-
ably would have done. Or worse yet have an outside consultant develop it for us.
But there would have been no ownership for the behaviors, and the framework
would not have had the same weight with the participants as one that was devel-
oped and owned by their business leaders. The intervention was not based upon
an off-the-shelf set of behaviors but behaviors that we firmly believed in as a
business.

An interesting point to note is that the framework tracked very closely with
the major studies relative to leadership characteristics for success (Andersen
Consulting, 1999). From a literature and research perspective it was a very
defensible, valid document. Ultimately it became the basis for a 360-survey feed-
back instrument to be used in the intervention. Now we were ready for the
design work to begin.
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BUILDING THE OPERATING PHILOSOPHY

Many leadership development efforts are solely designed around leader behaviors
and follower reactions. However, a more contemporary view is that leaders are
responsible at three levels: their personal behaviors that reflect their values; how
they interact, engage their followers, and model their values; and how they build
strong, healthy organizations that are sustainable over time. Specifically, leaders
build organizations that provide benefit to employees, shareholders, customers,
and the communities in which they reside. Keeping organization integrity and
ethics in the forefront of leaders’ minds, while a hallmark for GE leaders, would
become timely in the post-Enron era. The organizing principles that would drive
the design would be the interrelationship of these three levels of leadership.

GE is a values-based organization and the GE values needed to be reflected.
Values are much more important to true leadership than behavior and style
(Clawson, 1999). In fact, as we now know leaders have many different styles
but what truly differentiates a leader from others is strongly held values that
guide day-to-day work. Many leadership gurus agree on this point (Clawson,
1999; Deal and Kennedy, 1982). Therefore, the program design focused on help-
ing participants undercover their underlying values and see how those values
manifest themselves in their behaviors. We wanted to help participants make
the link between their values and assumptions and their behaviors so they could
be aligned. The idea was to create consistent behavior congruent with their
beliefs. Also, there would be a reflective nature to the initiative. Since fairly
senior leaders would be attending, we did not want to assume that they did not
already have a personal theory of leadership; rather, we wanted to bring that
theory to the conscious level to ensure they really understood what drove
them personally. We wanted participants to define their guiding principles,

Individual, Team, and Organization

Organization

Figure 6.2 Three Lenses of Leadership.
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understand why they were important to them, and share these principles so
leaders could learn from each other.

It was also important that the program fit squarely within the GE culture of
Action Learning through business-based experience. Thus, Action Learning
became the general development principle, whereby participants would take
action, reflect, and reframe based upon the experience (Argyris, 1976). In addi-
tion to these concepts, we also would employ the following:

e Storytelling. Stories lend themselves to greater retention, and we wanted
leaders to learn how to use storytelling in their own environments
(Conger, 1993).

¢ Futuring. One has to change in the context of the future, which is much
more energizing than trying to change the mistakes of the past
(Goldsmith, 2001). The common OD approach to diagnose the past as
a starting point for future planning was abandoned.

e Uncovering peak performance. Everyone is a leader at some point, and
reflecting on when you are at your best helps you see that in fact you do
have the capacity to demonstrate great leadership. But you must apply
those peak experiences to every day (Cooperrider, 1997-1998).

e Systems thinking. Every leader must have a systematic way of
viewing the whole organization from a strategic perspective so that
he or she can drive organizational alignment and systematic change
(Senge, 1990).

Lesson Three: Defining your conceptual framework, such as the three levels of
leadership, is critical because the framework provides the glue that holds the pro-
gram together. Be sure you have determined your design philosophy and assump-
tions and that they are consistent with the culture of the organization before you
set out to map content and determine tools and techniques to be used. A frame-
work and operating assumptions provide the logic for the initiative, and the par-
ticipants will be able to feel the congruency adding to the power of the program.
A clearly articulated philosophy proved to be essential.

With this groundwork in place it was time to develop the actual materials
(both pre- and post-), the sequence of events, and faculty.

Design, Tools, and Techniques

The approach needed to be flexible enough to adapt to the constant changing
business environment yet be structured enough to be reliable and repeatable
with consistent high-quality results. The main components would be pre-work
consisting of interviews and personal surveys, a week-long symposium
including personal coaches, post-program survey follow-up, and intensive one-
or two-day specific topic events to focus on a targeted development need.
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The pre-work included the following:

¢ Interviews to help with the reflective process and to set the targets for
their individual development needs. Interviews were conducted with
participants’ boss, several peers, subordinates, and customers to get a
perspective on the challenges facing the business and what leaders of
the future needed to do to address these challenges (Exhibit 6.1).

e Personal analysis of peak performance experience. Specifically, what
was the event, who was involved, and what were they doing that made
it peak (Exhibit 6.2).

e Completion of three survey instruments: a 360-feedback survey, which
included a question to describe this person at peak performance, the
Myers Briggs Type Indicator (MBTI), and the Leadership Impact (L/I)
Survey developed by Human Synergistics, a survey that correlates leader
behavior with organization culture and values.

In addition, we personally called each participant to set expectations and
explain the design principles and philosophy so they understood what they were
going to experience. We wanted to be sure that people were well versed before
they attended and understood that the primary focus was leadership.

Lesson Four: Carefully constructed pre-work helped set the tone for the program
and signal that this was not going to be a typical experience. It also helped build
excitement for what partipants were to experience. The individual calls proved
invaluable, as participants knew what to expect and felt respected as customers
of the event.

The program itself begins with a story from Killer Angels, a historical novel
about the Civil War by Michael Shaara. The story about Colonel Chamberlain,
excerpted from the book, highlighted the three levels of leadership and under-
scored the notion that real leadership is based upon a moral foundation and
a set of principles, not behaviors. The story depicts a defining moment in lead-
ership in which Chamberlain had exactly three minutes to capture the hearts
and minds of men to follow him into a key battle. This segment was directly
extracted from work done by Jim Clawson, a professor at the Darden School of
Business at the University of Virginia. Jim was kind enough to do this segment
for us, and it set an extremely powerful tone for what the week ahead was to
be like. It caused people to really think about what their guiding principles
would be going forward as they expand their leadership roles. The afternoon of
the first day is spent debriefing the interviews from the pre-work to help pro-
vide the context of what leaders will be called upon in the future to do, given
the business challenges ahead.

With the future leadership imperatives defined, it was then time to provide
the 360-feedback results so that participants could see what they might need to
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work on to continue to grow as leaders. This is an important but subtle shift in
thinking. It helps people look ahead, not back, and puts leadership in the con-
text of the business world. Not surprising, participants love the discussion
because it helps them learn that their business challenges are not unique, others
are in the same boat, and that we can all learn ways to improve from each other.
It takes the threat out of the 360-degree processes because we are not looking at
what they did wrong in the past but what they need to do going forward. At the
end of the first day participants signed up for one-on-one coaching time with
their personal coach to review their individual feedback instruments and discuss
action plans. Each coach would work with a team of six to seven people and pro-
vide individual and team coaching throughout the remainder of the week.

As a note, the original design called for outside coaches, but as the program
progressed we switched to using internal senior human resource managers. This
was a vital switch because the internal coaches understood the context of the
business and the values and culture of the company. They gave much more
valuable coaching because they could help frame the issues in relationship to
the current business realities. In addition, the internal people loved being used
as executive coaches, and the coaching relationships often lasted long beyond
the actual program, another added benefit.

The first day ended (as does each day) with a “fireside chat” with a business
leader who discusses his or her views on leadership: personal defining moment
and lessons learned. The fireside chats were structured to be informal dialogues
so that everyone could engage in a good discussion and learn from each other’s
perspective. As noted, borrowing from Noel Tichy’s teachable points of view,
business leaders would do presentations throughout the program on topics
relevant to that day’s discussion. Typically, there are about ten to twelve leaders
who participate as faculty.

Lesson Five: Using internal people as teachers and coaches sets a unique tone. It
helps people see the various business leaders in a different light. The business
leader participation also shows a tremendous level of support that can only help
provide credibility and build the success of the effort. Plus internal coaches add
tremendous contextual value.

Day two continues to focus on the individual aspects of leadership by explor-
ing the MBTI and debriefing the Leadership Impact (L/I) Survey that is also
360-degree in nature. The three surveys closely correlate (360, MBTI, and L/I)
and provide multiple data points to help people identify what they need to work
on to continue to be successful. Also, they see what is said about them at peak
performance and what they have said at peak performance, which tends to be
closely aligned. It is interesting that peak performance showed up at times of
crisis when real focus was needed. Another interesting note about peak
performance is that what participants do at their peak-performance level is
consistently what they also need to do more of on a day-to-day basis. This
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reinforces the point that leaders can demonstrate excellence when they have to
but also need to pay attention to what they do during normal times, when they
tend to fall back into old habits.

Lesson Six: Pick your instruments carefully and be sure to have enough data
points to support change. Surveys need to closely align with the overall construct
of the program. In this case the three surveys and peak performance analysis rein-
forced the three levels of leaderships both from the moral foundation perspective
and from the individual, team, and organizational perspective. Also, be sure the
instruments can correlate so they reinforce what leaders may need to work on,
and don’t allow leaders to walk away from the real issues.

Day two closes with Marshall Goldsmith’s coaching model that we have
adapted (Goldsmith, 2001). At this point participants have enough data to
select one item that they want to work on, and we apply Marshall’s coach-
ing model so that they can get ideas about how they can improve from their
colleagues. This is a great end to the experiential part of the day because the
participants learn that they all have similar issues that they are working on
and that they can get very practical suggestions from each other for how they
can improve. Marshall’s model is very user friendly and easy to implement
with busy executives. There is an added benefit, as this sets the tone for peer
coaching that will go on for the rest of the week. Participants not only
get individual one-on-one coaching but also an environment is created in
which they are coaching and helping each other improve. These relation-
ships have lasted well beyond the program; teams often follow up with each
and have “improvement calls” with each other. In addition, many have used
this model with their own staff to build more teamwork when they return to
work.

Days three and four focus on the leader-follower relationships and learning
an Organization Analysis (OA) model—a systems thinking model for organiza-
tions that helps drive strategy. The OA model is a tool used to analyze a business
case specifically selected for the program that is typically around a new change
initiative or a contemporary problem that needs to be addressed. The case is not
a Harvard Case Study but rather a statement of facts written relative to the Orga-
nization Analysis (OA) model—a type of organizational 360. The model builds
on Six Sigma and enables a business leader or leadership team to diagnosis a
business situation and determine the areas they will need to work on to improve
the organization. (See Chapter Seven for more information about the Six Sigma
program.)

Participants are also put into intact teams to work on the case. They contract
with each other around the team behaviors and process to be used, and the
coach plays the role of process observer and team feedback provider. The coach
is empowered to point out when dysfunctional behavior or process is occurring,
thus enabling the team to learn and self-correct. Team behaviors tend to come
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out strongly because the teams are given a real business case to work on. This
provides another significant level of learning by doing.

Organization Analysis Model

The case is typically twenty-five to thirty pages long and presents facts on each
aspect of the OA model. It provides sufficient data for a team to make reasoned
judgments about the issues. In addition, the business owner of the case attends
the program and answers any questions that the teams may have about the
case. Associated with the OA are a series of questions that assist the teams in
determining the component of the model they will have to attack first if they
are to drive sustainable improvements. Their recommendations are reported on
the final day of the program to the business owner and to someone from the
office of the CEO. The teams learn the model and apply it to a real issue. This
approach helps them conceptualize how to drive change relative to a serious
business concern that can be applied to their own organization.

Lesson Seven: Driving team behavior and learning change is most effective
around a real, pressing business issue. This is not a game or group exercise but
something that is important to the success of the company. Also, team behaviors
tend to come out in a more pronounced way when people are working on issues
they really care about. The lessons of how they affect others and potentially affect
followers are even more poignant. They can take a look at their values and see
how their behavior in action is or is not consistent with the values that they
profess—another very significant learning point. They get a bird’s eye view of
the impact they have on their followers.

Management
.@ -

Performance results
Business strategy Customer
and planning focus Customer and
employee satisfaction
Information . .
Leadership «—> q vsi «—> Financial and market
and analysis
Human resources
Human resource Process
developmentand |«——»| design and Supplier
management management Operational

Figure 6.3 Organizational Culture.
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The program ends on day five with pulling all the experiences together into a
cohesive whole. Participants finalize their personal development plans and their
group recommendations on the business issue, and do one last round of team
coaching to determine what could they have done better as a team and as indi-
vidual team players. They also define their leadership lessons learned. The pro-
gram concludes with a report and dialogue conducted with typically the president
or CEO or someone very senior from the office of the CEO. The concluding reports
are significant in that they lay the groundwork for what recommendations will be
adopted by the organization going forward. For the record, many of the sugges-
tions have gone on to be implemented within the company with great success. A
week at a glance is provided so the readers can get a flavor of the actual flow of
the program (Exhibit 6.4).

FOLLOW-UP AND RESULTS

Even though the formal program ends, there is considerable follow-up that takes
place. Participants are surveyed for actions they have taken at the individual,
team, and organizational levels to drive change—following the original construct
of the program around the three levels of leadership. By all accounts significant
improvements have been noted. Also, participants are queried relative to addi-
tional support they might need in order to continue to grow as leaders. These
data are used as the basis for one-day follow-up sessions around specific lead-
ership issues. These “Best Practice” forums are events for which we bring in
experts on specific key topics. Marshall Goldsmith did an intensive session on
coaching, and Jay Conger did an in-depth session on strategic communication, to
name just two. This keeps the learning going.

Three months and six months after the initial program we also conduct a
mini-360 around each person’s specific development need. We have found that
in 95 percent of the situations participants have improved on the job as viewed
by their original feedback givers. This is a very important statistic. We know for
a fact that the program has significant impact because the business has been
changed as a result of the participants’ recommendations, and participants
themselves have noted significant personal change, but most important the
people they deal with have seen sustained change. We think the results speak
for themselves.

Of course we do program evaluations to make sure that the design and con-
tent remain relevant and adapt to a global audience. The program consistently
gets a 4 out of 4 rating, indicating that we have perfected an approach that is
repeatable and reliable no matter where it is conducted. The real proof of
success, though, is in the quantifiable results that come from the effort.



GE CAPITAL 173

Lesson Eight: Follow-up is absolutely key to demonstrating improvement and
change. An intervention without follow-up is just another intervention that
cannot document real business impact beyond the smile sheets.

FINAL OBSERVATIONS

Constructing powerful leadership interventions with lasting impact requires a
lot of planning up front. Of particular importance is a thorough understanding
of the business challenges going forward. This provides the context for leader-
ship development that is essential. Leadership development is not about skill
building; it is about getting in touch with your values and principles and acting
in ways that are consistent with those values and principles.

In constructing global leadership development, understand that organization
culture and leadership values are different from country cultures and values
(Hofestede, 1997). At the leadership and organization level, we discovered that
there was remarkable consistency relative to the organization cultures and per-
sonal values that leaders and their teams felt were optimum for excellent busi-
ness performance. The data collected from around the world support this
assertion.
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Exhibit 6.1. Executive Leadership Development Symposium: Personal Challenges

Reflect upon the following questions about your personal leadership challenges
and bring your written responses to the Symposium.

What has been your greatest leadership challenge?

1. What was the situation?

2. What made it a challenge?

3. How did you handle the situation?

4. What did you learn?
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Exhibit 6.2. Executive Leadership Development Symposium: Organizational Challenges

1. What do you see as the biggest strategic challenge facing the company in the
next two or three years?

2. What leadership skills and capabilities do you consider to be key development
priorities for me in order to meet these challenges?
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Exhibit 6.3. Executive Leadership Development Symposium: Additional Personal Challenges

Reflect upon the following questions about your personal leadership challenges
and bring your written responses to the symposium.

When you look at your career, what do you see as the critical decision points?
How do you feel about the choices you’ve made over the years?

What were your critical success factors?

Describe a time when you were at your best as a leader.

1. What was the situation?

2. What were you doing that made this a defining moment?

3. What do you value most from this experience?

4. What characteristics of effective leadership did you demonstrate?
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Last, but perhaps most important, involve your business leaders directly in
your effort. Make them your partner in the design, delivery, and follow-up. This
is how you all win in the end.
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Hewlett-Packard

This case study describes the dynamic transformation process of HP sanctioned
by the CEO in which over 8,000 managers throughout the world were developed

through key principles of accelerating high performance and alignment and

executing with accountability. The program’s most successful key features of
on-the-job support, continuous evaluation, coaching, business mapping, and
rapid decision making enabled the program to show value of fifteen times its

cost, as well as contribute to the success of the merger with Compaq.
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OVERVIEW

In late 1999, Carly Fiorina, the then recently appointed CEO at Hewlett-Packard,
launched a campaign to “Reinvent HP.” This chapter describes Dynamic
Leadership—an ambitious worldwide program to support the rejuvenation of
HP by helping managers excel in an accelerating pace of change. More than
8,000 managers were trained in the first year. The return on investment was out-
standing and generated savings and new revenue more than fifteen times the
cost, as well as contributing to the merger with Compagqg.

The success of Dynamic Leadership resulted from six key elements:
(1) Dynamic Leadership addressed clear and compelling company needs with
well-defined outcomes; (2) implementation was led jointly by internal line lead-
ers and external “certified” experts; (3) rapid experimentation and ongoing
assessment were used to ensure continuous improvement; (4) an aggressive roll-
out schedule with the full support of HP’s executive committee created a critical
mass of managers who shared common terminology and methodology; (5) an
innovative post-course follow-through system assured application, practice,
coaching, and support; (6) rigorous measurement was designed into the
program from the outset.

DIAGNOSIS AND ASSESSMENT

Hewlett-Packard has enjoyed an exceptional record of innovation and growth
for more than sixty years. Sustaining that record has required the company to
continually reinvent itself in order to capitalize on new technologies and address
the changing needs of the market. Throughout the twentieth century, 80 per-
cent of HP revenues were generated from products it had produced in the last
three years.

The 1990s witnessed unprecedented changes in the technology sector. The
pace of change—already rapid—accelerated further. Product life cycles became
shorter and shorter even as their technologic sophistication and integration
needs became increasingly complex. Competition became global, with high-
quality products from Asia and Europe competing for market share in the United
States as well as their home markets. Prices declined precipitously.

Hewlett-Packard, long one of the most admired companies in the world, was
showing signs of deceleration. Its growth curve flattened, decision making slowed,
and lack of alignment and shared purpose led to wasted opportunities and resources.
To reinvigorate the company, HP’s board of directors named Carly Fiorina, the bril-
liant architect of Lucent Technology’s early success, as HP’s new CEO in July 1999.
Later that year, Carly announced that “The company of Bill Hewlett and Dave
Packard is being reinvented. The original start-up will act like one again.”
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Carly and the executive team of HP recognized that competing successfully
in the new market realities required a management culture capable of engaging in
high-speed collaboration, raising and resolving issues rapidly, and making
informed cross-boundary decisions efficiently and effectively. In 2000, a reinven-
tion survey was launched for employees at all levels to assess progress. The results
showed a real understanding of the company’s strategy and reinvention impera-
tives. Employees agreed that reinvention was necessary, particularly faster and
better decision making across the boundaries of the organization. They wanted
increased accountability for measurable results and greater focus on the customer.

To meet these needs, HP’s Workforce Development and Organization Effec-
tiveness (WD&OE) Group designed and implemented Dynamic Leadership—an
intensive development process specifically designed to accelerate alignment to
senior purpose, improve collaboration across boundaries, accelerate raising and
resolving issues, and improve decision making. The program includes two full
days of instruction and working in groups followed by nine weeks of on-the-job
application and follow through. To date, more than 8,000 managers have com-
pleted Dynamic Leadership and are using the tools and methods. This case
study reports the results of the initiative, its return on investment for HP, and
the factors critical to the success of such an ambitious undertaking.

PROGRAM DESIGN

Since the reinvention survey indicated the common needs across business units,
functions, and geographies, HP decided that the development process had to be
global in scope, focused on the issues of the day, and deliverable effectively in
the 157 countries in which HP operates. The program had to deliver substantive
results in the first year, since it was launched within a month of the proposed
merger announcement with Compaq. A solid value proposition was essential,
otherwise HP managers would be too distracted by the impending merger, the
proxy battle, and the continued deterioration of the economy, all factors
competing for their most precious resource—time. To maximize the return on
investment, HP decided to focus on a limited number of objectives that would
have the greatest immediate impact. Specifically, Dynamic Leadership was
designed to improve HP managers’ ability “to produce rapid time-to-value for
HP customers first, shareholders, and employees.”!
The program focused on two key areas?:

1. Accelerating high-performance collaboration and alignment

Working from a shared view of “value”

Using conversation technology to gain alignment to purpose and
rapidly raise and resolve issues
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2. Executing with accountability
Using rapid decision process to make effective and efficient decisions
Designing accountability for actions

Learning and adjusting

Given the need for credibility and rapid global rollout, HP elected to use a
blended approach of external providers and internal facilitators. Conversant
Solutions, LLC, of Boulder, Colorado, was already a partner with HP in other
areas and was selected to cocreate the solution. They also provided the lead
consultants and facilitators. In particular, their concepts of how to achieve
higher value through more effective conversations had already proven valuable
to senior management.3 It was particularly well suited to the goals of Dynamic
Leadership and formed the core components of the program.

The final design owed as much to rapid prototyping and experimentation as
it did to a formal design process. Given the tight time lines and the need for
action, we used Carly Fiorina’s “Perfect Enough” principle to go to launch. Sev-
eral small pilot programs were run; the most effective ideas and approaches
were incorporated into the ultimate design. As the rollout got under way, fur-
ther adjustments were made based on feedback from participants and monthly
teleconferences among facilitators.

The final program design was an intensive two-day experience, followed by
action planning and nine week follow-through. Two days of in-person dialogue
was chosen in order to provide sufficient depth and practice without over-
whelming the participants or requiring excessive time away from their work.
The in-person portion of Dynamic Leadership is a fast-paced program that inter-
sperses presentations of concepts and tools with small group work, practice,
and discussions of current issues facing the business. The number of topics is
intentionally limited to ensure adequate time for explanation and mastery.

Topics include

¢ Context setting through business mapping

® Laws of conversations

¢ Conversations model

® Rapid decision making

e RACI Model for decision making

¢ Authentically raising and resolving of issues

The designers selected a live group format as the most effective way to intro-
duce and illustrate the targeted skills and concepts. Participants are provided a
learning journal that includes the key concepts and ample room for personal
notes. The program continues after supper on the first day, when participants
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must practice what they have learned to create an “evening of value.” The next
morning is a feedback and coaching session on how they did—the heart of the
experience and often an intervention.

An important part of the design is accountability for action—the idea that
development does not end on the last day of class but only when participants
put what they have learned into action. As part of the design, participants must
commit, in writing, to their goals for applying Dynamic Leadership. These goals
are shared with their managers (see below) to underscore accountability and
management support. HP didn’t require managers who had attended the pro-
gram to follow up with their reports. They counted on the HP culture of high-
participation and management support, and it worked. When they received a
copy of a participant’s objectives and action plan, most managers responded to
affirm and recognize or redirect their work.

PROGRAM IMPLEMENTATION

The Dynamic Leadership program is presented either on-site or at a local hotel to
minimize travel time and expense. Group size is limited to a maximum of thirty
to ensure individual participation and practice. The VP of workforce develop-
ment’s executive advisory team for the program decided to offer both open enroll-
ment and intact team sessions. The senior advisors believed that intact team
participation was the best, because it institutionalized a new way of operating in
a team, but limiting Dynamic Leadership to intact teams was a slower and more
expensive way to build these skills and accelerate reinvention of the organization.
Reinventing HP was all about increasing the velocity of change and decreasing
time to valuable action. Moreover, at the time of launch (December 2001), HP was
in a travel freeze in some countries and businesses; the open enrollment option
ensured that people who could not travel could still participate.

To ensure the program was immediately relevant, each session was taught
by a pair of facilitators—one external and one HP role model line leader who
could bring the concepts to life with current business examples. In order to con-
duct the hundreds of sessions required to achieve the rollout targets, facilitators
from more than a dozen firms were recruited. External facilitators trained
together with the line managers in in-person train-the-trainer sessions. Training
was reinforced and ideas for continuous improvement shared through ongoing
virtual (simultaneous Internet and telephone) conferences. Whenever possible,
new facilitators were paired with experienced ones for their first few sessions.
Outside the United States, local bilingual facilitators were recruited and trained
to lead the program. To ensure quality and continuous improvement, partici-
pants complete an evaluation form at the end of each session (see evaluation
below). In 2002, more than four hundred sessions were held in more than fifty
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countries. Altogether, over 8,000 managers participated in Dynamic Leadership
programs in its first full year.

ON-THE-JOB SUPPORT

A unique aspect of the Dynamic Leadership program was a system for manag-
ing the post-course application (follow-through) period. Work by Goldsmith and
others had shown a direct correlation between the degree of follow-up and the
increase in leadership effectiveness.* Adult learning studies have shown
the importance of immediate application of new skills. To ensure that Dynamic
Leadership principles were put into practice, HP implemented a rigorous post-
course management system using a commercial, web-based follow-through
management tool called Friday5s®.>

In the concluding session of the program, participants were asked to write
out two objectives to apply what they had learned to their jobs. These were
entered into a group-specific FridaySs® website. The following week, partici-
pants were reminded of their goals by e-mail. A copy of each participant’s objec-
tives was e-mailed to his or her manager to ensure that managers knew what
their direct reports had learned and intended to work on. Each participant’s
goals are visible to the members of his or her cohort to encourage shared
accountability and learning.

The follow-through process is illustrated in Exhibit 7.1. On five occasions fol-
lowing the course (weeks 1, 3, 5, 7, and 9), participants were sent a link to the
group’s website and asked to update their progress by answering the following
questions:

¢ What have you done to make progress on this goal?
¢ How much progress did you make?
e What are you going to do next?

e What has been your most important lesson learned?

The purpose was to encourage participants to continue to practice what they
had learned, reflect on the experience, and continue group learning by sharing
insights with one another. In addition, program participants could send a link
to their update to a manager or coach for feedback and counsel. On the last
update, participants were asked to describe the business impact of working on
the goal and, based on their two months’ experience since the program, what
had proved most valuable.

Program learning was also reinforced through an on-line feature called
GuideMe™ that provided practical suggestions for action based on course
materials.
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EVALUATION

Three types of evaluation were used to continuously improve the program, mea-
sure its impact, and calculate the return on investment:

¢ Immediate post-program evaluations
¢ Analysis of follow-through reports

¢ Three-month post-program financial impact analysis

Immediate Post-Program Evaluations

At the conclusion of each two-day program, participants were asked to com-
plete an anonymous evaluation that included questions about both the content
and presenters. These were forwarded to the program office, where they were
reviewed by the program staff. Presenters with poor ratings were coached. If
they were unable to improve their ratings in subsequent programs, they were
replaced.

Feedback from these evaluations was also used to improve the program mate-
rials; the train-the-trainer and learning journal were both revised based on par-
ticipants’ input. Aspects of the presentation and emphasis were modified in
order to clarify areas that participants indicated were unclear or more difficult
to understand. As a result of these continuous improvement efforts, the overall
program evaluations increased over time and now consistently exceed four on
a five-point scale.

Thematic Analysis of Follow-Through

Kirkpatrick proposed that rigorous evaluation of training programs should
include documenting behavioral change (level 3) and measuring business
results (level 4), in addition to measuring the participant’s reaction to the pro-
gram itself.® Dynamic Leadership included both level 3 and 4 analyses.

Because all of the participants’ goals were entered into a database, it was pos-
sible to evaluate the distribution of planned post-course objectives (Exhibit 7.2).
As the program design team intended, more than three quarters of all goals
focused on improved alignment, more effective (authentic) conversation, and
accelerated decision making.

The ability to efficiently review post-program goals provided assurance that
the program was emphasizing the topics of greatest importance and that partici-
pants were receiving the desired message. The post-program objectives illustrated
that the participants planned to apply their learning in ways that would have
practical benefit for HP:

Obtain clear accountability for all initiatives on cost plan; define roles of cost
team; create process for reporting status and measuring deviation.
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Reduce by 25 percent the time it takes to process a customer order.

Strive to understand the main purpose of all participating team members to find
the common ground upon which decisions can be rapidly made.

In my next project meeting I will make a note to ask, “Is this adding value?”
Explain definition of value to team.

Use conversation [meter] to draw out all the facts and senior purposes of my
peer group . . . in order to make faster-decisions measurement, reduction of
revisits on business issues.

Decrease the time of meetings on projects by always involving the right person,
with a purpose described and shared. Document a measured decrease of
25 percent time spent.

Use the RACI model to improve Time-to-Value for the customer regarding Action
Items and take-always during an upcoming customer review.

HP recognized that such goals are necessary but not sufficient. Level 3 analy-
sis requires demonstrating changed behavior: that learners took new, different,
and better action as a result of the program. There are two clear lines of evi-
dence that this was achieved in Dynamic Leadership: (1) the real-time self-
reports of the participants themselves, and (2) the independent observations by
their managers and coaches. Participants’ biweekly Friday5s® reports indicated
that they not only absorbed the content of the program but also translated their
learning experience into actions that benefited their teams and the company as
a whole. Sample actions:

Reviewed “value” concept with staff. . . . Assigned people to come to next staff
with (1) how they believe their own job adds value to the customer, (2) identify
areas to increase percentage of value added activity.

Shared the principles from the class regarding the conversation meter, and
the appropriate use of accuracy and authenticity (versus pretense
and sincerity).

I introduced the concept of “Value” versus “Waste” from the customer’s perspec-
tive and facilitated an eye-opening brainstorm session on what customer value
my group really provides.

[ introduced the conversation meter by way of a real-time dialog example with
my team at our group meeting. The example could not have been better to
explain the “Sincerity” type.

Used the process to map out my approach to working with my co-managers to
agree on our combined group charter.

The team learned how the use of the RACI methodology led us to finish not only
the process definition as planned but also the development of a web tool.
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The effects of the Dynamic Leadership training and the efforts made by the
participants also were apparent to their managers and coaches, as evidenced by
their feedback:

Dear P___, First I want to thank you for investing time in your continued
development. It is often one of those things that we let fall by the wayside . . .

Dear J___, Good job on streamlining the Project Review process. Can you also
ensure that the linkages with our review process are clearly defined? This will
also help to gain alignment all around . . .

Dear D___, I appreciate the facilitation of the decision process discussion. It was
amazing the number of subprocesses that require decisions. . . . I have a much
higher level of confidence about our ability to get to a good decision through the
use of this model.

Dear B , I think you are doing terrific work here, but don’t let it stop at this.
Transformational leadership is about visioning a compelling future, modeling
that future, and gaining followers.

Dear G___, You made important progress in sharing the tools with your teams
and key people! I believe that after you obtain the measures you are planning to
do, you will find other opportunities for reducing the time spent in meetings . . .

In the tenth week following the program, participants were asked what they
had found most useful from the program. Over half of all comments mentioned
the conversations tools and the closely related concepts of shared purpose and
intersections (Exhibit 7.3).

Three-Month Post-Program Financial Analysis

Although the follow-through process provided ample anecdotal evidence that
the program was having a positive impact at HP, it did not provide the quan-
titative data necessary to prove the return on investment with the rigor
needed to satisfy HP’s discerning financial managers. To quantify the impact of
the program, HP worked with the Fort Hill Company (Wilmington, Delaware)
to design an analysis system that could be administered after each participant
had sufficient on-the-job experience with Dynamic Leadership tools to have
produced results.

Three months after attending the Dynamic Leadership program, participants
were asked to indicate how frequently (if at all) they had used the Dynamic
Leadership tools. They also were asked to describe, if possible, a specific exam-
ple in which this created value for HP and to provide details of quantifiable
benefits, such as hours saved, new revenue generated, or costs avoided. In eval-
uating the program’s financial impact, only specific examples for which there
was good documentation and a sound basis for determining worth were
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included. No attempt was made to ascribe value to important, but difficult-
to-quantify benefits such as increased morale, better quality, or enhanced cus-
tomer satisfaction. Hence, this analysis underestimates the total return from the
program.

The value generated by the program was calculated by multiplying the
median value of reported events by the number of reported uses of program
material, then discounting (75 percent) for positive reporting bias. The median
value of reported events (rather than the average) was used in the analysis to
avoid undue influence of a small number of very high-value instances. The
return on investment (ROI) was calculated by comparing the value generated
to the full cost of delivering the program, including the per hour cost of the
attendees’ time.

The results overwhelmingly supported the value of HP’s investment. Key
findings reported to the board of directors included

e The training was practical and useful on the job. Ninety-four percent of
participants reported that they had used the Dynamic Leadership tools
to advantage in the first three months after training. The average
participant used the tools 9.5 times during the follow-through period.

e The program produces a significant return on investment. The median
value per single reported application was $3,800—50 percent more than
the fully-loaded cost. On an annual basis, the return on investment is
15 times cost.

® Most of the immediate benefits were attributable to time saved in reach-
ing decisions and gaining alignment. Perhaps most remarkable, these
results were achieved in the midst of the disruption of one of the largest
reorganizations in corporate history: the HP-Compaq merger.

HP’s executive council took the bold decision to push forward with Dynamic
Leadership despite the inevitable uncertainty and turmoil that would accom-
pany the HP-Compaq merger. Their vision has been rewarded not only in finan-
cial terms but also by frequent mention of many real but not readily quantified
benefits, including improved customer service, higher quality, and better morale.
Especially rewarding are the comments shared by participants during the wrap-
up session. Many expressed the feeling that this program has helped restore
their faith in HP and their commitment to the company. One manager wrote,
“It has renewed my strong interest in team development. I have volunteered to
become a coach and use my background in TQC and process improvement
again.” Similar sentiments were echoed in two feedback sessions held with core
line managers; they reported a renewed sense of optimism and commitment
among attendees. Dynamic Leadership provided a common language that
colleagues from both parent companies could share.
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CONCLUSION

The case reported here—the introduction of Dynamic Leadership methodology
at HP—demonstrates that a well-designed and well-executed learning program
with strong senior leadership support can produce significant and measurable
results. The positive ROI for the Dynamic Leadership program reflects its prac-
tical focus, thorough planning, well-managed implementation, rigorous post-
program follow-through, and ongoing assessment. Further opportunities to
create value include extending the program to additional managers and devel-
oping complementary programs focused on other key management skills.

Exhibit 7.1. The Follow-Through Process for Dynamic Leadership

Course Alignment
Participants learn Objectives sent
new skills and to their managers
set objectives. for discussion.

Reminder
/ Participants
Coaching

reminded by e-mail

Boss, peers, or to update progress.
instructors provide on-
line advice/counsel.

Update

Follow- o
Participants update
through their progress in
Ask for advice \_ PFOC€ssS

Friday5s®. —l

Copy sent to coach Document
or manager for Learn More results
feedback. Learning continues User input documents
by reviewing others' impact and provides data
progress. to improve next offering.

Note: At the conclusion of the program, participants set goals to apply what they had learned. These were
sent to their managers. Then on five occassions following the program, participants were asked to update their
progress, share insights with others, and continue their learning.
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Exhibit 7.2. Distribution of Follow-Through Objectives in Dynamic Leadership Programs

Better
alignment Authentic
35% conversation

23%

Learn and
adjust
5%

Issue
resolution
13%

More rapid Other
decisions 20
22%

Note: Distribution of 13,720 DL Objectives; the distribution of goals matches the design objectives.
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Exhibit 7.3. Distribution of Most Valued Aspects of Dynamic Leadership Programs

Conversation
tools
43%

RACI chart
29%

Follow-
through
7%

Stakeholder

value/Map
5% Shared
purpose/
Intersections
16%

Note: Distribution of 400 Responses to the Question: “What Have You Found Most Valuable from the
Dynamic Leadership Program?” (after ten weeks).
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Honeywell Aerospace

The following case study will examine the path of Honeywell’s successful
Aerospace businesses in leveraging Six Sigma as the core productivity
strategy that will fuel its aggressive growth plans. It examines how
Honeywell has successfully evolved Six Sigma from a process improvement
initiative to a fundamental component of its leadership system. Honeywell
is achieving this end-state with the powerful combination of Six Sigma,
lean, and leadership. Throughout the chapter there will be practical
points to highlight key areas and issues.

OVERVIEW

INITIATIVE DU JOUR: ANOTHER ATTEMPT
AT SEATBACK MANAGEMENT

THE JOURNEY OF CHANGE

A New Family Member

Bringing Them into the Fold

Another Merger Attempt: The Burning Platform
The Missing Ingredient

Figure 8.1: Divergent Expectations

SIX SIGMA: AN ENCORE PERFORMANCE
The Vision
Figure 8.2: Business Y Model
Figure 8.3: Project Selection Model
Selecting Talent

CHANGING THE DNA AT ALL LEVELS
Exhibit 8.1: Changing the DNA at All Levels

ABOUT THE CONTRIBUTORS

196

196

198

198
199
199
200
201

202
205
207
209
209
210
211

212

195



196 BEST PRACTICES IN LEADERSHIP DEVELOPMENT AND ORGANIZATION CHANGE

OVERVIEW

In the aggressive world of Fortune 500 firms there are certain associations that
are assigned to a company after a substantial period. As time passes the com-
pany earns a reputation with their customers, industry peers, and Wall Street.
Honeywell International, Inc. over the past decade has gained a clear reputa-
tion for having a culture of execution and productivity. This legacy has the
distinct fingerprint of its former chairman and CEO, Larry Bossidy. The chal-
lenge that faces this industrial giant today is how to translate that productivity
into a true growth engine that will perpetuate Honeywell to an even greater level
of performance. This is one of the greatest challenges that faces the current
chairman and CEO, Dave Cote.

Honeywell International Inc., is a diversified technology and manufacturing
company, serving customers worldwide with aerospace products and services,
control technologies for buildings, homes, and industry, automotive products,
specialty chemicals, fibers, plastics, and electronic and advanced materials. This
well-known industrial company has a rich heritage of successful aerospace com-
panies in its pedigree, including Sperry Flight Systems, Garrett Turbine Engines,
Air Research, AlliedSignal, and now Honeywell.

In the mid 1990s Larry Bossidy brought a new way of thinking to what was
at that time AlliedSignal. Looking back, business has never been the same for
this company since Bossidy breathed life into the Six Sigma initiative and cre-
ated a healthy passion for productivity. Since that time AlliedSignal and the
companies it has acquired have continued to gain momentum at a rate much
greater than the majority of their industrial peers. Today, after a successful
merger combination, Honeywell has positioned itself as one of the leading Six
Sigma companies in the marketplace. It is well positioned to take advantage of
this discriminating core competency to attract new customers and new talent
and drive profitable growth.

INITIATIVE DU JOUR: ANOTHER ATTEMPT
AT SEATBACK MANAGEMENT

When Larry Bossidy decided Six Sigma was going to be the new initiative that
would create unlimited opportunities for improved quality, on-time delivery,
and productivity, you can only imagine the groans from the audience: “Great,
another seatback initiative.” A seatback initiative is what happens when the
CEO reads a magazine from the airplane seatback in front of him on a trip
and decides he wants to try a little experiment on the business when he gets
back to the office. Well, it didn’t take too long for the employees to realize
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this initiative had much more staying power than most people would have
imagined.

As always, launching a large-scale change initiative is difficult at best, par-
ticularly if the organization has already launched several “false starts” with a
similar look and feel. Total Quality was the rave of the 1980s, and this Six Sigma
program sounded curiously like a similar game with a different name. As
expected, when Bossidy first began the implementation of Six Sigma it was dri-
ven with a typical Bossidy fashion and aggressive deployment. Failure was not
an option and resistance futile. Bossidy’s zeal for Six Sigma was without a doubt
exactly what the company needed to get this initiative off the ground and on
the radar screen of every leader and employee.

Practical Point One: All change encounters resistance. The more people are
pushed to change, the more they will push back. People don’t mind change as
much as they mind being changed. Zeal and a strong business case are essential
ingredients for effective change. Resistance needs reason. People need to see why
the change is important for the company and themselves. Are we clear why the
change is needed? Are we communicating the reason in a clear, simple, and com-
pelling message and format? Do we have the commitment needed to make the
change despite the resistance? What do we need to do better?

What commonly follows the rollout of initiatives with such strong senior
management support is a sudden but veiled adoption of the initiative evi-
denced by the inclusion of the initiative in every leader’s annual goals and
objectives. In addition, you now begin to see the Six Sigma language appear-
ing throughout presentations and reports across the business. Wonderful, you
might think. I have what most initiatives would die for, senior management
support. What else could I possibly ask for after achieving this milestone? True
acceptance would be one key component that comes to mind! Not too many
leaders would be so bold as to stand up to the chairman and tell him or her
that they do not accept Six Sigma as a critical element to achieving their
aggressive business objectives. No one would make such a career-limiting
decision—at least not openly. While many stood up and cheered for Six Sigma
on the outside, they were sitting down on the inside and hoping this, too,
would pass.

Practical Point Two: Once the business case is understood and the vision is clear,
the next and more difficult challenge of effective change is forging agreement
on the new behaviors. New visions require new behaviors. In order to build
lasting change, behaviors must change. What will we do differently to create our
vision? What is our agreement? Once behaviors are agreed upon it becomes
evident who is on board and who is not. Without behavior agreements, it is easy
to feign compliance.
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THE JOURNEY OF CHANGE

So the change journey began. Although many leaders were less than completely
on-board with Six Sigma, vast operational improvements and excellent produc-
tivity resulted from this new methodology. Six Sigma was added to the opera-
tional excellence toolkit and didn’t appear to be leaving any time soon. From
1995 to 1999 AlliedSignal, Motorola, and GE became the three large industrial
firms to implement Six Sigma across their companies. During this time AlliedSig-
nal began to create an excellent Six Sigma technical training program that was
second to none. It continued to grow in its breadth and depth of Six Sigma
knowledge, experience, and personnel. Once Bossidy saw significant improve-
ments in the manufacturing area, he began creating an urgency to drive Six
Sigma into all aspects of the business: “It’s time to stop paying lip service to
moving Six Sigma beyond the factory floor and simply do it—the potential here
is huge.”

A New Family Member

The year 2000 would prove to be a great challenge for Honeywell Aero-
space. The Aerospace business nearly doubled in size with the completion of
the AlliedSignal-Honeywell merger. Now the Aerospace leadership team needed
to bring the former Honeywell Aerospace employees up to speed with Six Sigma
and how it would be used to drive productivity and help the company realize
the merger synergies and cost savings they promised to the Street. The former
Honeywell Aerospace business was not new to process improvement, it was,
however, new to Six Sigma. Honeywell had used the Malcolm Baldrige model
as its framework for continuous improvement and for the most part had made
significant improvements in many areas of its business. In an attempt to com-
bine the best of both worlds, a team was put together to understand whether
there was room for both improvement initiatives to live under one roof. The
team determined that a marriage between Six Sigma and Baldrige was plausi-
ble. It was clear that if you properly deployed the Baldrige model as the assess-
ment tool to diagnose where your business needed improvement and then used
the Six Sigma methodology to generate the process solutions, you would have
a winning combination. As you can imagine the personal biases and emotional
energy around the two sides of the tug-of-war line were huge. This was a hill
that people were, in fact, willing to die on. It was seen by many as dilutive to
focus on two improvement initiatives. As often happens in large industrial merg-
ers, initiatives that are viewed as competing will ultimately end with someone
losing and someone winning. This was no different, once the determination was
made that Six Sigma would be the overarching improvement initiative and the
Baldrige model “could” be used as one of many supporting tools in the toolbox,
the proverbial writing was on the wall. Several pilots were conducted to
determine the practicality of combining both initiatives into one synergistic
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program. Although the two could have complemented one another and made a
reasonable marriage, it was seen as a distraction to most of the Six Sigma saints
and an uphill battle to the Baldrige believers. Six Sigma was the clear choice for
the go-forward improvement strategy.

Practical Point Three: Usually the fight is not about the fight. Usually the fight is
about power, politics, the fear of change, or some related matter. Consequently,
it is necessary to deal with emotional matters first. A series of town meetings to
air concerns, a process of dialogues to discuss competing points, or informal
lunch gatherings to raise questions can help sort through these issues. It is most
effective when these sessions are led by leaders who are open to comments, can
hear competing points of views without becoming defensive, and have the
courage to say what they know and what they don’t know. When these sessions
are facilitated in a spirit of openness and honesty, the emotional issues are
allowed to dissipate. This dissipation permits the possibility of a true merger,
mutual cooperation, and integration. It opens the way to a brighter future. Oth-
erwise, it is more like a takeover with winners and losers.

Bringing Them into the Fold

Now it was time to focus on bringing Six Sigma into the former Honeywell busi-
nesses and maximize productivity across the combined bigger and better
Honeywell Aerospace business. It was very evident within six months of the
merger combination that former Honeywell and former AlliedSignal had a lot
to offer in terms of their experience in deploying successful initiatives. Both
companies understood the importance of having a standard approach and, even
more important, a consistent deployment of that approach. They began by
ensuring that all of the new Aerospace leaders had fundamental Six Sigma
training. Many companies call this Champion training. The objective is to teach
leaders the fundamentals so they can effectively influence the deployment
throughout the organization. Black Belt and Lean Expert waves were initiated
in 2000, and best practices were being shared across former company bound-
aries. Progress was beginning to take place, and customers and employees could
begin to see the potential benefits of the newly combined company.

Another Merger Attempt: The Burning Platform

By now, Larry Bossidy had fulfilled his obligation as chairman and CEO and
handed the reins over to former Honeywell CEO Michael Bonsignore.
Bonsignore saw the clear benefit of the Six Sigma methodology and what it
could do for bottom-line performance, but before he had much opportunity to
help or hurt the cause the newly formed business had underperformed in its
first several quarters. Wall Street and the Honeywell board of directors did not
have the luxury to see whether the situation would improve. After an attempt
to attract United Technologies as a potential suitor to help bring Honeywell
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out of this quagmire, GE’s Jack Welch stepped in and made a last-minute pur-
chase offer that the Honeywell board of directors could not refuse.

It appeared unavoidable that another large-scale merger was on the horizon
for Honeywell, albeit this one had a bit more of the acquisition-takeover men-
tality than that of the previous Honeywell-AlliedSignal experience. One bright
spot for those who lived in the world of Six Sigma and continuous improvement
was that GE had taken Larry Bossidy’s advice from the mid 1990s and imple-
mented their own very successful Six Sigma program. What GE found when
analyzing Honeywell’s Six Sigma program was not quite what it had expected.
It found a company with dozens of highly trained Masters, hundreds of techni-
cal Black Belts, and thousands of working-level Green Belts who were all trained
in the Six Sigma tools and methodologies—but something was missing.

The Missing Ingredient

It was the leadership component. Wait a minute . . . I thought you said Honey-
well had the full support of senior management. It did in fact have the full
support of management but it did not have a leadership-driven Six Sigma
model ensuring that the disciplines and behaviors of this powerful change tool
permeated the business. No one would argue that Honeywell Aerospace had
a very solid Six Sigma program, but it was clear that the time was right to
move from a good program to a great program. It was time to exploit Six
Sigma in all areas of the business, including leadership. We needed to move
the leadership team from sitting in the bleachers to participating out on the
field. Six Sigma has never been and will never be a spectator sport. It is all
about alignment and engagement of leadership. Let’s be honest, senior man-
agement cares primarily about three things—business performance, business
performance, and finally business performance! And that is exactly what they
should care about. Honeywell Six Sigma champions found themselves in the
all-familiar trap that often accompanies large-scale change initiatives. Senior
management understood and embraced the value Six Sigma brought to the
table, and conversely the Six Sigma team saw a solid effort on the part of
management to support the initiative. Yet often the owner of the initiative has
an unrealistic expectation of management. It is often expected that manage-
ment will virtually maintain a singular focus on that particular initiative. It is
a huge failure mode to expect management to be consumed with the perpet-
uation of the Six Sigma initiative, or any initiative for that matter. There is a
big difference between genuine support of Six Sigma and asking leadership to
create an organization that is Six Sigma-centric. There are countless examples
of the initiative having moved from being an enabler to drive improved busi-
ness performance to becoming an end in itself. The Six Sigma zealots believed
so strongly in Six Sigma as a measurement system, a methodology, and a
strategy that they often found themselves upset at management because they
were not able to recite the Six Sigma pledge or perform the secret handshake.
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Optimal solution:
Business performance is the end — Initiative is the means to the end

A
Self-serving Business
initiative as usual
Improvement
initiative is
launched

Figure 8.1 Divergent Expectations.

Now of course you would be hard-pressed to find an initiative owner to actu-
ally verbalize this approach as the actual strategy or goal, but the behaviors
exhibited from the individuals driving the initiative often speak the loudest
(Figure 8.1).

In some instances the exhibited behavior is asking that we rearrange or mod-
ify the business model to fit within the Six Sigma model versus the correct
approach, which is modifying Six Sigma as appropriate to fit within the model
of the business. At Honeywell there was evidence that some forms of this behav-
ior were alive and well. For example, a Black Belt would get certified and then
get assigned the task to go out into the organization and find a million dollars
worth of savings. What transpired would be a very excited and well-trained
process expert beginning the hunt for savings. Like a bloodhound in search of
its quarry, the very-well intentioned Black Belt discovers an excessive pile
of inventory sitting in a particular manufacturing cell. The Black Belt then
begins to hone in and lock on this as “their” million-dollar project. The Black
Belt confronts the manufacturing manager and informs him or her that the
inventory in the manager’s area is targeted for removal. Subsequent to the dis-
cussion, the Black Belt begins explaining the cadre of tools that would be used
to take out the inventory enemy. Of course the manufacturing manager resists
being changed. This initial meeting marks the beginning of the organizational
brick wall that will be quickly built to keep out these renegade Black Belts. It is
not that the manufacturing manager does not want to eliminate inventory and
improve the performance of the his or her area, it is just that there is a signifi-
cant disconnect in goal alignment. This misalignment causes the key stakeholder
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of the potential project to reject the potential benefits because it was perceived
as a scud missile from out of nowhere.

Although this type of project misalignment was not an every day occurrence,
it happened enough to create a cultural barrier at Honeywell that caused the Six
Sigma initiative to plateau and in many regards even decline. It was perceived
by many to be a self-serving initiative. One that was so focused on doing what
was “right” for the business that it did not consider the most important element
of a change initiative, absolute stakeholder acceptance.

Practical Point Four: The most critical key to any initiative is building healthy
coalitions. Without acceptance and coalitions there will be no successful imple-
mentation. Who are the stakeholders? Who are the people providing resources to
this initiative? Who can block or veto this process? Who needs to implement it?
Who will be affected? Every team needs to carefully consider the stakeholders.
List the stakeholders and get to know them. It is the leader’s role to make it as
easy as possible for the stakeholders to say yes. If the leader does not respect the
stakeholder’s views, why would the stakeholder consider the leader’s? First things
first. Consider the stakeholders and they are more likely to consider you. Lead
with the stakeholders’ agenda.

This common approach of overzealous deployment did not keep Honeywell
from making countless improvements and generating very respectable produc-
tivity goals, but Six Sigma found itself slipping into the abyss of “been there,
done that,” nothing new or exciting here.

Now we had come full circle. The father of the Six Sigma initiative at Hon-
eywell, Larry Bossidy, was returning to the scene. Bossidy was asked by the
Honeywell board of directors to come out of retirement and help get the strug-
gling corporation back on its feet. As Larry returned to his comfortable position
of leading the ship, he quickly saw the companywide distraction that had
occurred due to the GE merger attempt and the removal of CEO Michael
Bosignore. Larry knew Honeywell needed an injection of energy around the
struggling Six Sigma initiative. It was obvious the merger activities had a dilutive
effect on Six Sigma. It was time to recharge the troops.

SIX SIGMA: AN ENCORE PERFORMANCE

Not being new to the Six Sigma initiatives proved to be one of Honeywell’s
greatest strengths and one of its biggest challenges. In order for Honeywell to
be successful in its revitalization of Six Sigma, it desperately needed to leverage
the past years of technical knowledge and expertise while significantly beef-
ing up the leadership component of the program. How this took shape at
Honeywell’s Engines, Systems, and Services business was with the renewed
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vigor of President and CEO Steve Loranger. Loranger was convinced that with-
out Six Sigma becoming a game-changing strategy across his nearly $5 billion
business, he would be unsuccessful in executing the aggressive strategies he
had outlined for the next 2-3 years. One of the defining questions that needed to
be answered was, Is this a face-lift to Six Sigma, or is this a complete new game
plan? This was precisely the question that was asked by Jeff Osborne before he
agreed to accept the challenge of leading the effort to revitalize Six Sigma at
Honeywell’s Engines, Systems, and Services Aerospace business. Loranger
answered the question with clarity and simplicity. We must take Six Sigma to a
greater level of impact if we are to be successful in today’s challenging Aerospace
climate. The mission was clear, change the game and take Six Sigma to a new
level. This would not be a tweak to the current program but rather a completely
different approach to how it deployed, utilized, and reinforced Six Sigma. Now
that Loranger and Osborne were aligned, how would they convince over 16,000
employees that this all too familiar program was really going to be different?
As the new vice president of Six Sigma, Jeff Osborne had to quickly figure out
how to make sure the organization knew it was not business as usual for Six
Sigma. The good news for Osborne was that this business within Honeywell
was relatively agile and had the ability to make change happen at an aggressive
pace. In addition, the organization was well down the Six Sigma journey and
had done many things well in driving the initiative into the business.

As with any restart or revitalization program, you have to carefully assess
what you did well and what you need to change. You must balance the temp-
tation to hold on to past sacred cows with throwing out the baby with the bath
water. These are the some of the clear strengths the Engines, Systems, and
Services business had within its organization:

Strengths
® Senior executive support of Six Sigma
e Excellent technical capability
e Solid training curriculum and learning program
e Dozens of Master Black Belts (advanced practitioners) and Lean Masters
e Hundreds of certified Black Belts and Lean Experts
e Thousands of certified Green Belts

e Common Six Sigma language and terminology across the business

Many companies would be envious of this staring point. In fact, most com-
panies invest several years and millions of dollars just to arrive at this so-called
beginning. Of course the task at hand was not to initiate a Six Sigma program
but to take the current one from good to great. Osborne made an interesting
observation. Most of the key ingredients for a successful Six Sigma program
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were in place. Why was it then that the recipe was not generating the desired
outcome: an unquenchable drive for continuous improvement and a demon-
strated capability to sustain the improvement gains? As you probably have expe-
rienced in your own attempts at cooking, there is typically no margin for error.
If you leave out even one key ingredient, the dish is compromised. Conse-
quently, all ingredients are required to have a healthy and vibrant Six Sigma
program. Beyond simply having all of the necessary components there is a bit
of leadership magic required to properly bring the components together to cre-
ate a compelling vision that will generate the desired end-state. So let’s look at
what challenges Osborne faced as he began the journey to rebuild Six Sigma
at Engines, Systems, and Services.

Challenges
e Leadership saw Six Sigma primarily as a group of process consultants
¢ Training and certification had become a checkmark for most employees

e Tools were often taken to an extreme and became more important than
the business issue trying to be solved

e Talent level within the Six Sigma organization had become mostly
average

e Many certified Six Sigma Masters and Black Belts were leaving the
company for attractive outside offers

e Projects were often self-selected by the Six Sigma resource versus
business leaders

¢ Six Sigma in many ways had become the end-state versus the means
to the end

Six Sigma momentum had waned at best. Osborne realized that at Engines,
Systems, and Services the Six Sigma initiative had become way too focused on
the initiative itself. Osborne’s rally cry became, “It is time to take Six Sigma from
being about Six Sigma activity to being about business performance.” No longer
would they give teams credit for simply training other teams and consulting
them on how to use the tools. Now it was time for Six Sigma to rally the Hon-
eywell leadership team and take them to a new level of performance. If there
was one concept Osborne understood it was, Leadership rallies around business
performance not initiatives.

Practical Point Five: The only reason for a business to exist is to provide service to
customers and clients. It is to create value in the marketplace. As a result, the
only reason for a business to change is the customer. What does the customer
need that we are not providing? How does this initiative provide more value to
the customer? How can we apply the tools of Six Sigma to improve our value in
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the marketplace? This is the only legitimate starting point for any initiative.
Everyone must “see” the customer.

The Vision

The process to create a new and compelling vision began by gathering data from
sources inside and outside the Six Sigma organization. To do this the Six Sigma
leadership team utilized the Six Sigma tools and methodology to look at the fail-
ure modes and successes of the prior Six Sigma program. Once Osborne had a
good understanding of where they were (baseline), he created a clear and sim-
ple vision statement that described what he wanted from the Six Sigma efforts:
“Six Sigma a core business value . . . the way we think, act, and execute.” You
may say to yourself, OK, clear and simple but not overly unique. Many vision
exercises have a propensity to end up on a plaque on the wall or a poster in a
building, never to be bothered with again—just one more thing checked off and
put on the list of completed actions. That would not be the story in this case.
Far from it—this was only the beginning, but a significant beginning it would
turn out to be. The Six Sigma leadership team formulated what key components
made up the desired end-state and what it would look like if they really got
there. After many discussions with leaders and employees they created a clear
description of where it was they were headed. It was now imperative that they
define a set of clear strategies that would take them to that end-state. Also
needed was a set of goals and objectives that would align with these strategies
and vision. It was imperative that the overall end-game for Six Sigma was pre-
cisely that of the Engines, Systems, and Services executive team. The path to
get to that end-state is where Six Sigma would make all the difference.

In order to get to the new end-state with momentum and speed, there were
several key perspectives and behaviors that would create the success criteria for
the new Six Sigma model.

Success Criteria

e Six Sigma is a mindset, not a quality program

e Six Sigma vision and strategies will be a subset of business vision and
strategies

e Six Sigma organization must align directly to business and functional
organizations

e Project selection must be top-down versus bottom-up

e Focus will be on application of Six Sigma tools versus certification
e Measure business results not Six Sigma activity

e Six Sigma resources should be full-time and dedicated

¢ Six Sigma resources must be business leaders not statisticians
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e Never overstate Six Sigma benefits; math wins every time

¢ Six Sigma serves the business—the business does not serve Six Sigma

In order for Engines, Systems, and Services to get to a place where Six Sigma
was serving the business, several factors had to be considered:

¢ Management will never buy into a program or initiative that is self-serving;
make the objective clear and unquestionable.

e Six Sigma is the means to the end, not the end itself; avoid focusing on
metrics and systems that reward the “behavior of the checkmark.” For
example, Management told me I had to take this Six Sigma training
class, so I will do it, get my checkmark, and they will leave me alone.

¢ Speak the language of the business—language should be focused on busi-
ness impact, not the perpetuation of a particular tool or methodology.

¢ Create business leaders, not Six Sigma leaders.

e Business always takes the priority over the initiative; if it is unclear to
leaders and employees where the priority lies, you have already lost.

e Let your results be the compelling “why” when someone asks, Why
are we doing this Six Sigma thing anyway? The why is always more
compelling than the what.

And finally, to ensure there was full and complete leadership buy-in across
the board, it was essential for leadership to have the correct perception of Six
Sigma. It was determined that there were three key perceptions that Osborne
wanted the executive staff to have regarding Six Sigma.

e Six Sigma must be seen as an entrée not a side-dish. Leadership must con-
sider Six Sigma as a primary strategy to generate and sustain business produc-
tivity, not as an afterthought. So when teams are being formed, products are
being transitioned from suppliers, and new products are being designed, Six
Sigma skills and resources need to be a core component of the team design. The
idea that there is a time and place for Six Sigma is a bad idea. This is why at
Honeywell Six Sigma is not subordinated under quality or manufacturing. This
would only limit its impact to those important but by no means exclusive func-
tions within the business. Six Sigma has a time and a place already; the time is
now and the place is every crack and crevice of the business.

e Six Sigma must be an accelerator not an anchor. There was a common per-
ception within many elements of the Engines, Systems, and Services business
that if you include a Black Belt in the problem you are trying to solve it will
greatly slow down the process. This perception did not evolve without reason.
There were many times when the Black Belt was so adamant about using each
tool to the fullest degree that he or she lost sight of the need for the team to
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analyze the problem quickly, make a decision, and move forward. If the tools
and methodologies of Six Sigma are seen as devices to hold back, hinder, or
slow down the pace at which decisions must be made, it will fail in the minds
of business leaders.

e Six Sigma maturity is a marathon not a sprint. As with any significant cul-
tural change initiative, you can’t rush the change process. You would be hard-
pressed to find any professional or consultant who would suggest systemic
culture change can happen in a matter of months. Since you cannot change cul-
ture but you can change behaviors, which greatly influence the culture, you can
expect it to take anywhere from three to seven years to have a lasting effect on
your organization. Many of us in executive leadership positions love to chal-
lenge and often short-circuit this principle. In doing so we often pay the price
and end up at best with several false starts and at worst a completely failed
deployment. Six Sigma must be seen as a journey that will transcend several
years and often several rounds of senior leadership. We must operate with speed
and agility but coupled with realistic expectations of what can be done in a year
or less.

Now with this calibration, Engines, Systems, and Services was ready to drive
through the rest of the rebuilding process. The process began by getting the
executive leadership to agree on what the top improvement areas were that
we wanted Six Sigma to address. At Engines, Systems, and Services they called
these the Business Ys (Figure 8.2). Where the foundational equation for Six
Sigma is Y = f(x), expressed as y is a function of x. This means that the output
(y) that you are trying to achieve is really a function of many inputs (x).
The premise here is that if you understand the inputs and how they affect the
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initiatives Alignment of all
improvement efforts
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Figure 8.2 Business Y Model.
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output, you can drive an improvement in the output by focusing on the most
critical inputs. The executive team agreed on a half dozen Business Ys that
would be the focus for the Six Sigma organization. One of the many benefits in
selecting a handful of focus areas such as the Business Ys is that you create a
natural alignment for your improvement efforts. This approach allowed
Honeywell to ensure that improvement efforts were not suboptimized by Six
Sigma projects being performed in parallel at various locations across their
global business. An executive owner was assigned to each of these Business Ys,
as well as an accompanying Six Sigma leader. This ensured ownership, account-
ability, and congruency.

This approach proved very effective for Honeywell. It was able to align its
large-scale improvement projects to these Business Ys, as well as the hundreds
of Green Belt projects being performed at any point in time. The Six Sigma
leader and the associated executive champion could drive improvement priori-
ties and synthesize the organization’s activities through this model. One of the
common pitfalls companies run across when deploying a Six Sigma initiative is
once there are a large number of Masters, Black Belts, and Green Belts across
the organization, project selection is driven from the bottom up. Where this
often becomes a problem is when the Six Sigma resource is driving an improve-
ment effort that is not on the radar screen of the business leader. This is when
misalignment results. Now that Honeywell had a Business Y model in place, it
was able to effectively ensure that all Six Sigma improvement projects were
aligned to one of the Business Ys and subsequently approved by the Business
Y champions (Figure 8.3).

Helpful questions that Six Sigma leaders asked when deciding what projects
to select were

¢ [s the project tied directly to the objective of the business general
managers and functional vice presidents?

e Will the customers see the benefits if we execute this project?
¢ Does this project fit within current business initiatives?
e What are the consequences of not doing this project?

e Assuming the project is aligned to the critical business objectives, is the
timing right to execute this project right now?

Practical Point Six: The leader and executive’s job is to be effective through the
efforts of others. This requires making people’s strengths a priority. It demands
a robust system that encourages and creates a discipline of rational action. First
and foremost this means a leader’s job is to create a discipline of decision mak-
ing and alignment. All rational action starts with a sound decision. What are
we going to focus on? How are we going to measure it? What difference will this
make to the customer? How can we align our resources and energies to have the
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Figure 8.3 Project Selection Model.

greatest impact? Effective leadership begins with pertinent questions that surface
relevant data and criteria. This information is the path to a sound decision and
rational action.

Selecting Talent

Even with the best vision, strategies, and aligned projects we must not forget
the most crucial piece to the puzzle. Top talent. Honeywell knew if it was going
to take this initiative over the top it must recruit and develop the best talent
within its business. Leadership creates vision and sets the strategy and direc-
tion. Six Sigma provides a tremendously powerful set of analytical tools and
skills to create data-driven decisions. Top talent within an organization creates
energy and a culture of getting things done: execution. When all three of these
elements are combined, you have an amazing outcome . . .

Leadership + Six Sigma + Top Talent = Power!

When Engines, Systems, and Services began the rebuilding process for its Six
Sigma organization, it went after the best of the best. It now only brings in its
top talent to fill Six Sigma positions. Whether it be Six Sigma leaders, Master
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Black Belts, Lean Masters, Black Belts, or Lean Experts, Honeywell makes it an
imperative that these individuals have the capability and desire to hold key lead-
ership positions within the organization once their Six Sigma tour of duty is
complete. Although many companies claim this as their mantra, Engines, Sys-
tems, and Services actually made this a reality. It spent 2001 and the first half
of 2002 building a team of talent that would meet this criteria. Six Sigma Vice
President Jeff Osborne puts it this way, “Many companies hire Black Belts
and try to teach them leadership, we are hiring leaders and teaching them Black
Belt skills.” This subtle but distinct difference has made all the difference for
Honeywell.

Practical Point Seven: The most talented leaders serve with passion, commit-
ment, and enthusiasm. They thrive on the experience of using their talents and
abilities. They love being challenged. For this reason, talented people require
challenging jobs. If the job does not demand their full energy, they get bored.
On the other hand, no one has the talent for all challenges. Each challenge is
unique. Place talented people in the wrong job and they quickly experience
burnout and frustration. Consequently, talented people need the right challenge
in the right job.

CHANGING THE DNA AT ALL LEVELS

As Engines, Systems, and Services set out to change the basic makeup of Six
Sigma across its diverse global organization, it was necessary to target three
employee groups. The masses would be trained and equipped via a whole-scale
Green Belt program that included all salary-exempt employees—over 6,500 peo-
ple. Within this population were nearly 3,000 engineers who would need a spe-
cific flavor of Green Belt training called Design for Six Sigma. This step would
ensure that all engineers and supporting personnel involved in the design of a
product, process, or service would use the fundamental principles of Six Sigma
from the genesis of all designs. To address the unique needs of the sales and mar-
keting and customer-facing employees, a Green Belt program was created titled
Growth Green Belt, which focuses on how to use the Six Sigma skills to under-
stand customer needs and requirements. To transform primarily the middle-level
management within the business, the centralized Six Sigma organization of
nearly 200 dedicated and full-time resources would be the mechanism. As these
Masters, Black Belts, and Lean Experts fulfilled their twenty-four-month com-
mitment to the Six Sigma program, they would repatriate back into other busi-
ness or functional roles at the middle- to upper-middle management level. Finally,
they needed to address the several hundred folks who were already in upper-
management positions and would never realistically take a detour in their career
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to partake in one of the full-time Black Belt roles. For these individuals the Lead-
ership Black Belt program was established. This intense program consists of the
very same Black Belt and Lean tools that Honeywell’s experts learn. At the end
of the four-month training program and another four- to six-month project appli-
cation, these executives end up with an actual Black Belt certification. This com-
prehensive learning program ensures that all aspects of the Engines, Systems,
and Services culture is affected with the Six Sigma methodology and analytical
skills necessary to achieve premier business results (Exhibit 8.1).

The best litmus test of course is whether or not a company is able to trans-
late all of this activity around organization alignment, culture change, leader-
ship development, and training and mentoring into tangible business
improvements. For Engines, Systems, and Services the results were unques-
tionably positive. In the year 2002 it restructured its Six Sigma organization to
align directly with the business while creating a tremendous pull from leader-
ship to use and embrace Six Sigma resources and tools. In addition, Six Sigma
organizational talent was upgraded to consist of the best and brightest Engines,
Systems, and Services has to offer. The businesswide Green Belt, Growth Green
Belt, and Design for Six Sigma programs have now trained nearly 6,500 employ-
ees. Over one hundred executives from the business completed the Leadership
Black Belt program, and the real business benefits, including cash, operating
income, and sales, far exceeded management’s expectations and positioned the

Exhibit 8.1. Changing the DNA at All Levels

Executive Black Belt
Program

Executive leadership

Dedicated Six Sigma Program
«——  (SixSigma Leaders, Masters,

Middle
Black Belts, and Lean Experts)
management
Sales and Growth Green Belt
marketing Program
. . Design for Six Sigma
Engineering —
Program
All other
salary-exempt «— Green Belt Program
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Six Sigma team well for the upcoming year. All these efforts resulted in align-
ment, focus, and accountability that will only continue to increase as Honey-
well’s Engines, Systems, and Services continues on the journey of continuous
improvement.
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OVERVIEW

The Leadership Development Forum (LDF) was first delivered in 1998 and
received an overwhelmingly positive response from participants. Every LDF
since the pilot has generated a “wait list” of employees interested in improving
their leadership skills. Participants of the fourth LDF program made an impas-
sioned plea to Fab 12’s senior staff requesting that the staff attend LDF and
model the way for the factory. As a result, the entire twenty-two-member senior
staff attended LDF in 2000. Since its inception, eleven LDF programs have been
delivered at Fab 12 to a total of 204 middle (group leaders) and senior (depart-
ment manager) level factory managers.

Although the first LDF was delivered to Fab 12 leaders only, subsequent pro-
grams have included participants from other Intel business groups in an effort to
proliferate LDF throughout the company. In 2002, LDF was first piloted outside
of Fab 12 to Intel’s Supplier Group and Corporate Quality Group. The partici-
pants’ feedback about the program resulted in an expanded pilot to proliferate
LDF on a large scale. LDF is now being offered to other Intel business groups
across the United States and in Asia.

In 2000, the LDF program was highlighted at the corporate Intel Manufac-
turing Excellence Conference (IMEC). IMEC, an annual event attended by a
worldwide audience of five hundred selected Intel employees, shares papers,
presentations, and exhibits to proliferate “best known methods” across the
company. A rigorous selection process ensues to select the exhibits and pre-
sentations (only eighty of 1,100 are selected). The focus of IMEC is primarily
technical; however, due to LDF’s unique design and success it was selected for
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the conference. The LDF program philosophy, key components, and results were
shared in a presentation following the conference’s keynote speaker, Intel’s vice
president of manufacturing. IMEC established LDF as the premier leadership
development program throughout Intel.

The lessons learned are important for anyone in any organization coping with
the daunting challenge of how to develop their management’s leadership
abilities.

INTRODUCTION

Throughout 1997, Fab 12’s senior staff engaged in a series of work sessions and
off-site meetings to clarify operational priorities and plan for the long-term suc-
cess of the factory. Within the staff, this process became known as the Journey.
As the Journey progressed, leadership emerged as a key concern. The majority
of Fab 12’s middle level managers at that time had been employed by Intel for
less than three years and had very little experience leading people.

How would Fab 12 provide the necessary leadership to meet aggressive tech-
nology ramps and high-volume manufacturing demands? A corporate process to
develop Fab 12’s leadership potential did not exist. The only courses in existence
at the time were (1) a Survey of Management Practices ©, a 360 assessment cus-
tomized for Intel by the Booth Company,? and (2) Intel’s corporate off-site, forty-
hour management training program, Managing Through People, offered to
middle and front line managers. Both of these courses focused solely on man-
agement practices, not leadership practices.

In March 1998, Fab 12’s plant manager challenged the ODT to design and
deliver a factory-specific leadership development program by Q3, 1998. One
month later, the ODT proposed delivering the Leadership Development Forum
twice a year to middle and senior level managers on a voluntary basis. LDF, a
five-month program, would utilize and expand on leadership content and activ-
ities experienced in the Journey.

Purpose

The overall purpose of LDF is to provide a learning process, not a training pro-
gram, whereby participants’ assumptions about leadership are challenged and
their ability to affect change and meet factory performance goals is significantly
improved.

LDF focuses exclusively on leadership. It makes the distinction, as noted by
John Kotter, professor of management at the Harvard Business School, that lead-
ership is about setting direction, aligning constituents, and inspiring others ver-
sus the fundamental management skills of planning, budgeting, staffing, and
problem solving.
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According to Warren Bennis, renowned author and professor of business at
the University of Southern California, “One of the problems with standard lead-
ership courses is that they focus exclusively on skills and produce managers
rather than leaders, if they produce anything at all. Leadership is the ability to
meet each situation armed not with a battery of techniques but with openness
that permits a genuine response.”3

LDF was formulated on the premise that leadership is just as much about
who we are as it is about what we do. By incorporating fundamental principles
of leadership experts John Kotter, Warren Bennis, Terry Pearce, Boyd
Clarke, Ron Crossland, Tom Peters, Ben Zander, Joel Barker, James Kouzes, and
Barry Posner into the program’s design, LDF serves as an “inquiry” into lead-
ership versus a prescription on how to lead others. The premise of LDF is that
leadership is a “generative process” best described in a Harvard Business
Review article by Tracy Gross:“During our thirty-five years of research and con-
sulting for U.S. and multi-national corporations, we have found in senior exec-
utives, an unwillingness to think rigorously about themselves or their thinking.
It is not surprising that so many executives decline the invitation to reinvent
themselves. There is another choice, but it requires a serious inquiry into
oneself as a leader. This is not a psychological process of fixing something
that is wrong, but an inquiry that reveals the context from which we make
decisions.”*

LDF participants focus on what they are doing (applying leadership practices,
leading breakthrough projects) and how they are being (shifting paradigms,
focusing on relationships, stepping out of comfort zones). Participants are asked
to let go of looking good and being right, and instead operate from an orienta-
tion of leaders are learners who are vulnerable and take a stand for what is pos-
sible. The ultimate purpose of LDF is for participants to improve themselves,
their circumstances, and the lives of those around them.

Objectives

The ODT established four primary program objectives and a firm set of
expectations:

1. Participants’ assumptions about leadership are challenged by defining
leadership as who you are and what you do, identifying leaders as
learners versus someone who knows, and demonstrating that leader-
ship results from authenticity and self-expression.

2. Participants deeply reflect on and complete a one-page leadership
autobiography describing their purpose at work, their personal values,
their vision for their organization, and the legacy they wish to leave
behind.
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3. Participants develop and implement a leadership action plan, enabling
them to apply the five practices of Kouzes and Posner’s Leadership
Model on a current breakthrough project and their day-to-day work.®

4. Participants build a strong cross-functional network among themselves.

Participants are held accountable to uphold the following set of expectations
to ensure their total participation in LDF:

e Attend 100 percent of all sessions. (Participants must attend each
session for the entire session, and are expected to be on time at the
beginning of each session and after breaks.)

e Complete all homework assignments. (Read articles, watch videos,
complete assignments.)

¢ Provide specific feedback to other participants and program facilitators.

¢ Be willing to take risks. (Try new things, don’t be afraid to make mis-
takes, get out of your comfort zone, challenge each other.)

¢ Participate fully during LDF sessions and one-on-one coaching sessions.

e Listen from empty. (Come with questions versus answers, let go of
showing other participants how effective you are and how much you
know about leadership.)

¢ Speak up. (Many participants demonstrate weak public speaking abili-
ties or are overly soft spoken; leaders speak up and are conscious of
how their communication affects others.)

Though seemingly trivial, much of the success of LDF can be linked to the
rigorous adherence to the program objectives and expectations. Participants who
do not comply with the expectations are asked to leave the program. When peo-
ple are held accountable to honor their commitments, leadership shows up. Dur-
ing an LDF prep session, these expectations are made explicitly clear to
participants setting the stage for the tenacious work of self-reflection and lead-
ership development.

APPROACH

To develop LDF, the ODT adopted the following seven design strategies.

1. Anchor LDF on the principle that leadership is a self-discovery process.
As the ODT conducted research on leadership, a consistent theme
emerged: one is not taught leadership; leadership is learned. According
to author and international executive coach Kevin Cashman,
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“Leadership is not something people do, it comes from somewhere
inside us, it is a process, an expression of who we are. It is our being
in action.”®

2. Focus on a small number of broad leadership practices versus a long list
of competencies. A study of other Intel manufacturing sites and exter-
nal programs revealed that as many as twenty-four competencies were
identified as key to leadership development. Which ones would Fab 12
focus on? The ODT determined that the five leadership practices of
Kouzes and Posner, which embody effective “ways of being,” offered a
simpler, more powerful framework for leadership than a long list of
competencies.

3. Design or modify LDF “just-in-time” session by session. The ODT devel-
oped a shared vision that identified a high-level program schedule and
key learning concepts. This allowed the team to let go of the need to
have the entire program designed before the first pilot session. At the
completion of each session, feedback is reviewed and inputs are incor-
porated into the design of upcoming sessions. This just-in-time
approach allows students to benefit from sessions that are specifically
tailored to meet their needs.

4. Offer LDF as a volunteer program. Each Fab 12 department is allocated
“volunteer slots.” Managers are responsible for reviewing the program
with their group leaders and providing the ODT with a list of interested
candidates. This process fosters real commitment; only group leaders
and managers truly interested in developing their leadership abilities
participate in LDF.

5. Apply Warren Bennis’s Innovative Learning Methods to the design of
LDFE’ This method advocates that learning is most effective when it is
active and imaginative. Listening to others and shaping events, rather
than being shaped by them, are the cornerstones of self-knowledge.
Real understanding comes from reflecting on experience. This
approach was adopted as the premise for all design decisions. Each
session was designed to allow time for dialogue and feedback in
order to allow the students to learn from one another. All sessions
include action learning, whereby students get to practice what they
are learning, and end with the sharing of how they will apply their
new learnings on the job.

6. Deliver LDF on-site over an extended period. Attending a program on-
site is convenient, is cost effective, and builds peer relationships across
factory departments. Ninety percent of LDF is delivered on-site. One-
time events inundate participants with theory; seldom do they allow
participants the opportunity to practice new behaviors over an
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extended period. Leadership development has the most impact when it
is embedded into the day-to-day lives of managers. Thus, LDF is deliv-
ered weekly over a five-month period, allowing new leadership behav-
iors to become habit and have lasting impact.

7. Have ODT members serve as facilitators and coaches. As facilitators,
the ODT provides a process and environment for learning. As
coaches, the ODT serve as sounding boards for participants, rather
then act as job content experts. As coaches, the ODT’s role is to
help participants see things differently, say what they’re going to do,
then do what they say. Coaches get participants to self-reflect
and solve their own problems by asking questions, providing
feedback, and giving assignments that open their minds to new
possibilities.

PROGRAM DESCRIPTION

Program materials are updated and delivered at the start of each session. Partic-
ipants are given a binder that provides an archival system for program materials,
software, leadership articles, schedules, and evaluations. Participants are placed
in cross-functional “learning groups.” Typically, eighteen participants are divided
into three learning groups (six participants per group). Participants remain in
these learning groups throughout the duration of the program.

Each learning group is assigned an ODT facilitator or coach. This coach con-
ducts four to six meetings with each learning group participant throughout the
program to provide coaching, feedback, resources (that is, books, articles, and
videos), encouragement, support, and advice specific to their leadership devel-
opment needs. In the LDF prep session, the coaching role is explained, and
coaches ask the participants for their permission to “press in” and challenge
their thinking. Each coaching relationship is built on mutual trust and respect
and a willingness to be vulnerable and self-expressed. Coaches offer 100 per-
cent confidentiality in all their interactions with the participants. Since the
beginning of LDF, the coaching sessions have been described by participants as
the most valuable part of the program. Frequently, students request that the
coaching sessions continue long after the LDF program has ended.

To foster accountability, LDF sessions begin by having each participant briefly
update their learning group on what they have done (the doing of leadership)
and how they have conducted themselves (the being of leadership) between ses-
sions. How have they led, influenced, or moved their projects or teams forward?
How have they shifted their thinking? What risks have they taken? What mis-
takes have they made? What relationships have they built? What personal break-
throughs have they experienced?
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Based on these discussions, participants vote (secret ballot) to identify one
winner from their learning group to receive the Leadership Breakthrough Award
(LBA), an eighteen-inch trophy with pillars depicting the five leadership prac-
tices. The learning group winners share their stories with the entire class and
display the trophy on their desks until the next session, where the process is
repeated. At the conclusion of LDF, each learning group selects one person who,
throughout the entire program, has developed the most as a leader, and that
person is awarded the LBA permanently.

Participants complete a self-assessment at the end of the program. The
assessment measures participants’ ability to apply the five leadership practices
of Kouzes and Posner in their day-to-day work. A chart is posted with a matrix
listing the five leadership practices and a six-point rating scale (1 = beginning,
6 = mastery). Participants score themselves “publicly” against the leadership
practices and then discuss the results.

Participants use three key tools throughout the program.

1. WOW! Projects™ 8 (Exhibit 9.1). Participants identify a specific project
they will complete during LDF that links to operational goals and
requires participants to lead and enroll others to take action. WOW!
Projects™ need to be audacious in scope, have measurable results,
have huge impact, and demand a personal breakthrough for success.
WOW! Project™ efforts are discussed regularly in class and during
coaching sessions. Participants hold each other accountable on actions
with regard to WOW! Projects™ and offer advice and support to mem-
bers of their learning groups.

2. Leadership Action Plan (LAP) (Exhibit 9.2). The LAP is a one-page
planning document referred to and updated by participants throughout
LDF. As participants learn, reflect, and commit to actions or new
behaviors, the LAP acts as a tracking and accountability system. Action
plans for each leadership practice are recorded on the LAP and partici-
pants are held accountable to complete their plans. At the beginning of
each session, participants share actions they have taken on their LAPs
with their learning groups while obtaining feedback and encourage-
ment. LAPs are also discussed with facilitators in coaching sessions
and are used as a coaching tool.

3. Leadership Autobiography (Exhibit 9.3). The leadership autobiography
is a one-page self-reflection tool that participants complete over the
duration of LDF. Key questions prompt the participants to clarify their
values, what they stand for as a leader, experiences that influenced
who they are, the vision they have for the organization they manage,
and the leadership legacy they intend to leave behind.
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The ODT delivers 80 percent of the program’s content and utilizes consul-
tants to deliver the remaining 20 percent. The ODT develops strong partnerships
with consultants and contracts up front with them to ensure that materials and
learning processes can be adapted to best fit the needs of the participants. This
ensures that external consultants will be well received by the participants, and
that LDF program objectives are met.

On average, a 20 percent redesign has been completed for each program
offered. To manage the redesign process in an effective manner, the ODT
adopted the following method. First, storyboards are used to build conceptual
maps of the overall process and content for each session. Second, a detailed ses-
sion agenda is developed, including a materials checklist and room designs.
Third, the OD team conducts a detailed “dry run” prior to each session.

PROGRAM EXAMPLE: SESSION BY SESSION

Prep Session (3 Hours)

The ODT and participants introduce themselves, a video is shown highlight-
ing the LDF experience, program objectives and expectations are reviewed,
and an overview of LDF is presented. Participants are informed that they will
complete a WOW! Project™, use action plans, write a leadership autobiogra-
phy, and complete a Leadership Practices Inventory (LPI).? The facilitator’s
role as coach is explained in detail, and participants are made aware that they
will be going on an overnight camping trip where activities will be “challenge
by choice.” Past graduates share the impact LDF has had on them, discuss
how to get the most out of LDF, and answer participants’ questions. Partici-
pants are encouraged to rethink their commitment to the program, and let the
ODT know if they choose not to go forward so interested candidates on a wait-
ing list can attend the program in their place.

Session 1: Orientation (4.5 Hours)

Fab 12’s plant manager welcomes participants, and learning groups complete
inclusion activities. A presentation is delivered making the distinction between
leadership versus management, emphasizing that LDF will focus exclusively
on leadership. Participants share their WOW Projects™ ideas, challenge each
other against the criteria, and advise each other on how to make their projects
successful. In learning groups, participants are videotaped responding to ques-
tions regarding their leadership. Without prior knowledge of the questions, par-
ticipants are asked (1) What is your vision for the organization you lead? and
(2) If your title and authority were taken away, why, specifically, would anyone
want to be led by you? After videotaping, the groups discuss the importance of
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vision and their reactions to their own and other’s vision statements. Partici-
pants are expected to view the video before the next session, using it as a feed-
back tool.

Session 2: The Leadership Challenge™
(9 Hours, Split Over 2 Half Days)

A guest speaker from the Tom Peters Company!? presents an overview of the
Leadership Model of Kouzes and Posner. In learning groups, participants share
personal stories describing their best leadership efforts. Leadership Practices
Inventory results are explained and delivered (group profile and individual
reports). One-hour modules are delivered on each leadership practice: enabling
others to act, challenging the process, inspiring a shared vision, encouraging
the heart, and modeling the way. These modules include video case studies,
dynamic learning activities and simulations, dialogue, self-reflection, and action
planning. Participants review video footage taken of them presenting their
visions in Session 1, and then provide each other feedback on the impact
of their visions. Participants observe their direct reports in a focus group
discussing the type of leadership they feel is needed at Fab 12. Afterward,
participants and their direct reports meet individually to review their initial lead-
ership action plans and get feedback.

Session 3: Challenging the Process (8 Hours)

WOW! Projects™ are introduced as a powerful method for challenging the
process. Tom Peters’” WOW! Projects™ concepts are shown via the Internet from
selected video segments from the Ninth House® Network Innovation: WOW!
Projects™ Course.!! Participants transform current work into WOW! Projects™
by applying four key elements: create, sell, execute, and move on. Participants
create a “quick prototype” of their project and develop a “pitch” to enlist sponsor
support. Participants practice “selling” this pitch in triads, receive feedback, and
incorporate the feedback into a new “pitch.” Progress on WOW! Projects™ is
discussed in subsequent LDF sessions and in coaching sessions with facilitators.

Session 4: Building Trust
(1.5 Days Plus Overnight Camping Trip)

This session is co-facilitated by the ODT and Venture Up.!? Participants depart
from Fab 12 and caravan to a remote campsite. Learning groups travel together,
one group per van, to foster team building. Upon arrival, participants are blind-
folded and told to erect tents in an activity led by a group member who is not
blindfolded. Participants debrief the tent activity, have dinner, then assemble at
learning group campfires to discuss “what will success look like” for the fol-
lowing day. Personal values and leadership legacies are also shared at the camp-
fires. On day two, Venture Up conducts a “high ropes safety orientation,” and
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participants caravan to a rock-climbing location. In learning groups, participants
rappel down and climb up rock formations as team members coach and sup-
port each other on rope systems. Lunch is served, and participants discuss trust
as a key element of leadership. A celebration is held where groups share key
learnings, then learning groups return to Fab 12.

Session 5: Encouraging the Heart (4.5 Hours)

The impact of encouragement is discussed and a Fab 12 produced video is
shown highlighting the difference in perceptions that managers and subordi-
nates have regarding encouragement. Participants read excerpts from Encour-
aging the Heart, a Leader’s Guide to Rewarding and Recognizing Others,!3
emphasizing that encouragement means being authentic, expressing our emo-
tions, and being sincere. Participants discuss what kinds of encouragement they
have received and the impact the encouragement has had on them. A video case
study (Tom Melohn, North American Tool and Die)!4 is presented that identi-
fies seven key essentials for encouraging the heart: set clear standards, expect
the best, pay attention, personalize recognition, tell the story, celebrate together,
and set the example. Participants write letters of encouragement to coworkers,
share them within their learning groups, and are given the assignment to deliver
the letters and observe what happens as a result. In learning groups, participants
encourage each other and acknowledge the contributions each other has made
to the group by presenting certificates containing individual rock-climbing
photos taken during Session 4.

Session 6: Enabling Others to Act
(11.5 Hours, Split over 2 Days)

During this session, participants explore ways to enable others through devel-
opmental conversations. Career Systems International’s!® “5 L Model of
Developmental Coaching” is introduced, including Listen (to the desires of the
employee), Level (give feedback and reflect on development needs), Look
Ahead (discuss how future trends affect the employee), Leverage (analyze
options and contingency plans for enrichment), and Link (provide networking
opportunities). Participants receive tools from Career Systems International,
which include a coaching survey, motivational survey, interest cards, conver-
sation cue cards, and a networking map. The session focuses on utilizing these
tools to discuss employee interests and development. Participants use the tools
to practice having developmental conversations with each other. Each partici-
pant develops a plan for a developmental meeting with one of their direct
reports during the session, as well as a plan for their own developmental con-
versation with their manager. On the second day, direct reports (invited previ-
ously) join the participants for a fifty-five-minute individual development
conversation; then they participate in a debriefing about the effectiveness of the
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those meetings. The session then switches from an individual focus to a team
focus. The remainder of the session is devoted to enabling teams. Participants
view The Unified Team!® video and have a discussion about the concepts pre-
sented. They self-reflect about their own team’s performance and, using a team
survey, they create and share action plans to better enable their own teams.

Session 7: The Vortex (8 Hours)

Participants improve their ability to work effectively across individual, group
and organizational boundaries, through a simulation experience. The ODT
facilitates the Vortex Simulation™,17 where participants are assigned roles in
a new organization, called the Vortex. Participants are divided into depart-
ments of leaders, marketers, designers, analyzers, and builders. To succeed in
this new organization, participants must interact effectively with the other
departments in the organization, create and share an organizational strategy,
gain an understanding of the “big picture” environment (instead of depart-
mental focus), and create a feedback system. Throughout the simulation, more
complexity is introduced by giving selected departments new market data,
changes in demand, and changes in direction for the company. At specified
intervals, debriefings are held, new models for organizational effectiveness are
introduced, and participants make leadership recommendations to improve
the effectiveness of the simulated organization. Participants complete “reflec-
tion logs” requiring them to be introspective about how this experience
relates to their work at Intel. A final debriefing is held in learning groups to
discuss key learnings and develop action plans for applying their insights as
leaders at Fab 12.

Session 8: Inspiring a Shared Vision (6 Hours)

Inspiration is discussed as a key component of an effectively communicated
vision and is generated by a leader being authentic in his or her communica-
tion. The ODT introduces participants to a collection of articles and readings
that pose the question: How authentic are you? Participants view video clips and
movie scenes to assess the impact that passion, authenticity, and vulnerability
have on leading others. Participants define the barriers that stop them from voic-
ing their true convictions at work and discuss ways to overcome these barriers.
Participants practice communicating authentically, and are videotaped sharing
their visions with their learning groups. Participants model how they would
inspire others around their vision and provide feedback to each other on the
impact of their message.

Planning for Session 9 (4 Hours, 2 2-Hour Lunches)

Participants meet without the ODT to plan their presentations for Session 9.
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Session 9: Modeling the Way (4 Hours)

Participants invite their managers, peers, and direct reports to an open forum,
where they deliver a presentation that describes their LDF journey, results they
achieved both operational and personal, and what they are committed to as
leaders. A question-and-answer session between the attendees and participants
is conducted, and then participants move to a separate room for a celebration.
A Ben Zander video is shown, Leadership, an Art of Possibility,'® emphasizing
that leadership is about creating “possibility” in others. In learning groups,
participants share their key learnings and the results they have produced as a
result of LDF. One person is selected by secret ballot from each learning group
as the person most deserving of the Leadership Breakthrough Award. Learning
groups conduct a roundtable process whereby participants receive recognition
and encouragement from each other. Participants receive a framed copy of their
leadership autobiography, a book called Flight of the Buffalo,'® and a LDF watch
with the words inspire, challenge, model, encourage, and enable inscribed on
the watch face.

IMPACT AND RESULTS

Although it is always difficult to measure the results of any leadership devel-
opment program, the ODT believes the following measures are indicative of the
program’s impact both to the organization and individual participants. The ODT
uses one of Albert Einstein’s famous lines as a guide to measurement: “Not
everything that counts can be counted, and not everything that can be counted
counts.”

Overall Results

e Forty-seven percent of participants who have completed LDF have new
positions of greater responsibility.

¢ Self-assessment composite results show a 68 percent improvement in
participants’ ability to apply the five leadership practices to their work.

¢ Eighty-nine percent of LDF participants report a stronger and expanded
network of interdepartmental peers.

e One hundred percent of LDF participants report that LDF has improved
their ability to lead.

e Benchmark: when compared to nine member companies at the Q3, 1999
SEMATECH?° Manufacturing Council meeting, Fab 12’s LDF program
was recognized as the most innovative, results-oriented leadership
program reviewed.
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e The ODT is always being asked how it measures the impact of LDF. It is
interesting that when the ODT asked whether LDF should be continued,
100 percent of participants who completed LDF said that it should
continue in an environment of numerous operational priorities.

Evaluation Results

Each program is evaluated in three ways (see Table 9.1). First, upon the con-
clusion of each program, self-assessment results are calculated representing a
percentage improvement of how effectively participants are applying the five
leadership practices. Second, each LDF session (content, process, materials,
facilitation) is evaluated and a composite score is calculated using a six-point
rating scale (1 = low value added, 6 = high value added). Third, the ODT asks
peers, managers, and direct reports of LDF participants to write letters to par-
ticipants recognizing changes they have witnessed in participants’ leadership
abilities. Often the ODT receives copies of these testimonials that publicly
acknowledge the positive impact participants have had as a result of their LDF

experience.
Table 9.1. Self-Assessment Results, by LDF Composite Evaluation Results
LDF Self-Assessment Results LDF Composite
(percentage improvement in participant’s ability to apply 5 Evaluation Results
leadership practices over a 5-month period) (out of 6.0)
Q1/2 2004, Program 11 = In progress In progress
Q3/4 2003, Program 10 = 64 % 5.5
Q1/2 2003, Program 9 = 53% 5.6
Q1/2 2002, Program 8 = 100% 5.3
Q3/4 2001, Program 7 = 58% 5.5
Q1/2 2001, Program 6 = 54% 5.8
Q3/4 2000, Program 5 = 38% 4.4
Q1/2 2000, Program 4 = 71% 5.6
Q3/4 1999, Program 3 = 56% 5.0
Q1/2 1999, Program 2 = 109% 4.7
Q3/4 1998, Program 1 = 73% 4.9
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The following is a recognition letter written to a LDF participant from his
manager.

Cory,

I have really noticed your growth and positive change over the past couple of months.

The main differences I have noticed are an increase in the passion around your work

as well as your willingness to encourage the heart of those you work with. You are

continuing to stretch your capabilities and are now being viewed as an expert across

many factories. I really appreciate your contributions to our staff. Your leadership from

within continues to make us a stronger team and is a great role model for your peers.
Best regards, Bruce.

WOW! Projects™: Examples

Example 1: Facilities Department Manager

«  WOW! Project™ Description. For the past eighteen months, Arizona Facilities
Operations has worked to achieve three utility systems through SEMATECH's
Total Productive Maintenance program. We must rapidly accelerate our pace
to complete thirty utility systems within the next three months. By channeling
significantly more effort into this program we will reduce injuries, increase
utility reliability, and decrease the time consumed in utility system mainte-
nance. We will lead this implementation effort for all Corporate Services
Organizations.

«  WOW! Project™ Results. Facilities productivity doubled in three years and 2001
cost reduction goals were achieved. Factory reliability has improved by allowing
86 percent fewer “impacts” to manufacturing. As a result, Arizona Facilities Oper-
ation won Intel's Technology Manufacturing 2001 Excellence Award.

Example 2: Finance Department Manager

«  WOW! Project™ Description. My WOW! Project™ entailed inventing a new way
to analyze and optimize the way we allocate manufacturing equipment to prod-
uct lines in order to maximize Intel profitability. To help solve this problem, we
created a financial model to evaluate scenarios involving complex assumptions
coming from multiple Intel organizations.

«  WOW! Project™ Results. Once we had the data needed to convince others that a
change was required, we met with several key stakeholders in each organization
to “sell” our hypothesis and convince them that a problem (and solution)
existed. We then modified our modeling and approach based on feedback we
heard from various perspectives (factories, marketing, and divisions). We sug-
gested that we review these decisions at the product taskforce meeting with
appropriate decision-makers present all at once. As a result, we've proposed
new alternative supply strategies that increased Intel margin by $59 million in
Q4 2000.
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Example 3: Site Material Manager

«  WOW! Project™ Description. Reduce delivery time and associated costs for
manufacturing equipment spare parts.

«  WOW! Project™ Results. We attribute the success of the Integrated Spares
Solutions (ISS) program to our involvement in LDF. As a result, we now have
a reduced supply chain and have eliminated Purchasing, Receiving & Stores
from the tactical procurement chain. ISS introduced an “integrated
distributor” to take requirements from Field Service Engineers and deliver
parts back within 60 minutes versus 15 days. Contracts currently in place
project estimated savings of $20 million. LDF enabled us to challenge current
methods, use a shared vision to gain multiple factory acceptances, and
provide leadership, which encouraged employees to overcome seemingly
impossible obstacles.

Personal Testimonials

I have really changed my daily focus. My focus is now on building
relationships with my group versus focusing always on deliverables. This
has made me a more balanced leader as evidenced by improved scores
on my 360 management assessmert.

—SORT group leader

Efforts of the Phoenix Clean Air Initiative Team (PCAIT) which I lead
resulted in the Phoenix Metropolitan Area achieving three consecutive years
of zero days of unhealthy ozone readings. This ensures that Fab 12 is in
attainment with the Federal Ozone 1-Hour Standard, enabling the factory
to make rapid equipment and process changes without additional
regulatory restrictions. The PCAIT was my LDF project. The key
to its success was my application of the five leadership practices.
—Safety manager

I found the LDF program to be more powerful than my State University’s
Leadership Scholarship Program. Nothing I have ever participated in has
had the impact on me that LDF has. Its structure, content, facilitation, and
pacing all combine to provide a thoroughly inspiring experience. As a
result, I have been much more effective handling operational issues,
and I am more aware of how I interact with others.

—Materials group leader

LDF has helped me understand the value of inspiring others. For too long, we’ve
been losing sight of the human element in the factory. People have become
a consumable resource. It’s been my goal to make people feel valued by
practicing techniques demonstrated in LDF.
—Engineering group leader
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LDF is a choice you make about how effective you want to be. I have been able to
shift from an overwhelming goal-pressured micro-manager needing all the details
to a trusting, encouraging, and inspiring contributor.
—Manufacturing shift manager

LDF reinforced the difference between management and leadership. Participating
in the program enabled me to see that being vulnerable is acceptable and that
learning from my peers is invaluable.

—Training manager

LESSONS LEARNED

e Lesson #1. Don’t wait for corporate. In a large company, there are often cor-
porate initiatives focused on how to develop leaders. These efforts can be sig-
nificant and can provide consistency while eliminating duplication. However,
corporate programs can take a “one size fits all” approach, not tailored to meet
the needs of its customers. At the factory level, the need to develop managers
is urgent. A small team of competent individuals who understand their imme-
diate customers’ needs can move faster than corporate efforts to creatively
design and implement a leadership development process. Don’t wait for cor-
porate, develop your program then share it with corporate, build it on the
inside, share it with the outside. Be bold. Experts are people who started
before you did.

e Lesson #2. Continuously redesign and update your program. LDF is suc-
cessful because the ODT continuously asks, How can we make it better? How
can we enhance participants learning? No two LDF programs have ever been
the same. Sessions, content, materials, and learning processes are constantly
being revised, updated, added, or deleted. If the ODT observes that participants
are disengaged or resistant, he or she modifies subsequent sessions or programs
to address those issues. The mantra for success is: Design, deliver, redesign, and
never stop seeking to enrich your audience’s learning experience.

e Lesson #3. Leadership development equals self-reflection. Is LDF about lead-
ership or personal development? It’s about both. Every aspect of your program
needs to be designed around managers examining what they are doing and how
they are being as leaders. Provide a variety of ways for them to see themselves
(videotaping, assessments, focus groups, one-on-one coaching) and experience
challenges whereby they can apply new learnings. Leadership programs need to
provide numerous opportunities for authentic self-expression of vulnerabilities:
that’s how participants learn, and that’s how participants grow. Development is
not about being comfortable. Forget competency models. You can’t put the art
of leadership into someone. True leadership comes from the inside out.
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e Lesson #4. Three must haves: (1) Risk—Innovate, do what’s never been
done at your site, take a stand for implementing a program, be relentless.
(2) Support—Do whatever it takes to get key stakeholders on board (sell senior
and grassroots supporters, use data to identify development needs). Don’t get
locked into the mindset that top management has to attend your program first—
they just need to support it. Ensure key stakeholders “hear” from participants
what value they are receiving. (3) Passion and knowledge—Implementing an
effective leadership program requires dedicated, full-time resources. To succeed,
these people must have knowledge of leadership theories, be innovative
program developers aligned with the design principles discussed in this case
study, and most important, demonstrate a passion for building leaders.

CONCLUSION

Fab 12’s LDF Program offers an innovative, comprehensive leadership develop-
ment process utilizing unique learning methods over a five-month period. Par-
ticipants embark on a journey of intense self-reflection, action learning, and
coaching sessions whereby they are held accountable to apply new leadership
behaviors on the job. Several participants report that they experience LDF as a
personal transformation.

A rigorous redesign process based on participant feedback and the ODT’s
relentless effort to deliver the best learning experience of participants’ careers
has resulted in the continuous delivery of LDF regardless of changes in opera-
tional priorities, factory ramps, and intense cost-cutting initiatives. The ODT has
achieved this while honoring the fundamental design principles and objectives
on which the program was founded. LDF has provided a leadership develop-
ment program that has enabled Fab 12 to meet and exceed demanding factory
output goals.
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Exhibit 9.1. Four Stages of WOW! Projects™

1. | Create Find projects that make a difference!
Reframe projects to be memorable and have impact for
your team and the organization!

2. | Sell Sell your vision to gain support!
Create quick prototypes, reframe your project based on
your customers’ needs. Get buy-in!

3. | Execute Develop and implement a plan and ensure accountability.
Transform barriers into opportunities.

4. | Celebrate Recognize those who contributed to the project.
and move on Publish your team’s results.

Hand off your project to a steward who will carry
it forward.

Note: WOW! Projects™ is a trademark of Tom Peters Company.
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Exhibit 9.3. Leadership Autobiography

Leadership Stand
Name
Think about your current role at work for a
moment and assume you are here to make
a unique contribution. What are you here
Insert Picture Here to do? What REALLY matters to you?

Consider:

e Why do you come to work?
e What is your purpose at work?
e What are you passionate about at work?

Who I am: 8 words or less “brand e What are your convictions toward your

work?

e Why are you committed to this?

Personal Values Personal Experience
What value(s) serve as the foun- Reflect back on experiences in your life.
dation of your stand? Consider What experiences helped shape the impor-
the following: tance of these values for you? What experi-

ences could you share that would convey
your expertise and, at the same time,
acknowledge your limitations? Consider:

¢ Guiding principles that you
live by

e Values you want to proliferate

in the organization e Experiences that convey your

“humanness”
e Values you hold to be so fun-

damental that you would keep
them regardless of whether

e Experiences that you use to engage,
energize, teach, and lead others

they are rewarded—they e A story that describes what makes you
would stand the test of time tick and how you became the person
and would not change you are

(Continued)
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Exhibit 9.3. Leadership Autobiography (Continued)

Group/Team Vision

Your vision of the future state of your group or team must give people a sense of
four things:

* Why you feel things must change (your case for change)

e Where your group/team is going (a clear and powerful image of a future state
that is ideal, unique, and establishes a common purpose)

* How you will get there (your business philosophy/strategy, your ideas to make
the group/team successful)

e What it will take from followers, and what the payoff will be when you arrive

Leadership Legacy

Your “Leadership Legacy” is what you will leave behind. It is what you want to
be known and remembered for. Some personal insights to consider:

e What you want to achieve at work
e Success you hope to realize

e Impact you would like to have on others

The business/operational results you want to be known for
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Name

Insert Picture Here

Who I am:

Leadership Stand

Personal Values

Personal Experience

(Continued)
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Exhibit 9.3. Leadership Autobiography (Continued)

Group/Team Vision

Leadership Legacy
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ENDNOTES

. A “fab” is a semiconductor factory. Intel uses a number to designate each fab

(i.e., Fab 8, Fab 11, Fab 12). Fab 12 is located in Chandler, Arizona, and employs
2,100 personnel.

Since 1972, the Booth Company (www.720Feedback.com) has provided a full
series of role-specific management and leadership surveys.

3. Bennis, Warren. On Becoming a Leader. (New York: Addison-Wesley), 1994, p. 73.

10.
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12.

13.

14.

15.

16.

Gross, Tracy, and others. “The Reinvention Roller Coaster.” Harvard Business
Review, November 1992.

. Kouzes, James, and Posner, Barry. The Leadership Challenge. (San Francisco:

Jossey-Bass), 1995. Kouzes and Posners’ Leadership Model encompasses five
practices: challenging the process, inspiring a shared vision, enabling others to
act, modeling the way, and encouraging the heart.

Cashman, Kevin. Leadership from the Inside Out. (Utah: Executive Excellence
Publishing), 1998, p. 18.

. Bennis, Warren. On Becoming a Leader. (New York: Addison-Wesley), 1994,

pp. 76-79.

WOW! Projects™ is a registered trademark of the Tom Peters Company; WOW!
Projects Seminar is a copyrighted workshop (www.tompeters.com).

. LPI (Leadership Practices Inventory), a thirty-question, 360 leadership assessment

by James Kouzes and Barry Posner, assesses five leadership practices: challenging
the process, inspiring a shared vision, enabling others to act, modeling the way,
and encouraging the heart. LPI is a product of and published by Jossey-Bass,
Pfeiffer (www.pfeiffer.com).

Tom Peters Company (www.tompeters.com) offers global consulting services and
in-house training.

Ninth House and Instant Advice are trademarks of Ninth House, Inc. Innovation:
WOW! Projects™ (and Capturing Brand You™ are trademarks of Tom Peters
Company.

Venture Up (www.ventureup.com) provides interactive and outdoor adventure
team-building events, Phoenix, Arizona, since 1983.

Kouzes, James, and Posner, Barry. Encouraging the Heart: A Leader’s Guide to
Rewarding and Recognizing Others. (San Francisco: Jossey-Bass), 1999.

The “Tom Melohn Case Study” is featured on In Search of Excellence with Tom
Peters training video (BusinessTrainingMedia.com).

Career Systems International (www.careersystemsintl), a Beverly Kaye company,
provides career development, mentoring, and talent retention tools and programs,
Scranton, Pennsylvania.

The Unified Team Video highlights a leader’s plan for promoting team unity,
covering the need to achieve, belong, and contribute (Media Partners Corpora-
tion), Seattle, Washington. Founded 1993.
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17. The Vortex Simulation designed and produced by 3D Learning, LLC
(www.3Dlearning.com), an organizational development consulting service
specializing in simulations since 1996.

18. Leadership, an Art of Possibility video features Ben Zander, conductor of the
Boston Philharmonic Orchestra, who seeks to lead in order to make others
powerful (www.provantmedia.com).

19. Balasco, James, and Stayer, Ralph. Flight of the Buffalo (New York: Warner
Books), 1993.

20. SEMATECH (www.Sematch.com), located in Austin, Texas, is the world’s pre-
miere semiconductor research consortium, since 1986. Member companies such
as Hewlett-Packard, IBM, Intel, Motorola, and Texas Instruments cooperate pre-
competitively to accelerate the development of advanced semiconductor manufac-
turing technologies.
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Lockheed Martin

Big change, fast—that was the demand made on Lockheed 