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the door, leaving the stunned president alone with her wide-eyed
executive committee.

“I think we’'re done here,” she said in a barely audible whisper.

The team filed silently out of the conference room. Eileen sat for
a moment, stunned. She and Vic had argued many times before, but
something about this blowup felt different. The severity of Vic’s at-
tack had surprised and hurt her.

Having just seen her partner beeline toward his office, Eileen
elected to gather her things and head straight to the parking lot. She
wasn't sure exactly where to go; she just knew better than to risk
further escalating the confrontation. Arriving at her car, she chucked
her things on the passenger seat and noticed the hastily scribbled
Post-it note affixed to the steering wheel:

Bz Roondtable
Cocktonl Enent

Wolker Musesm 4-%

Eileen had been a member of the Twin Cities Business
Roundtable—a peer group for small business owners—for three
years. These days she rarely had time to attend the group’s regular
social and education events. She had written the note earlier that
morning after promising several people she would make it tonight.
Still seething, Eileen stole one last glance at Vic’s vehicle before pull-
ing slowly out of the lot.

“I'd rather chew glass than make small talk right now,” she thought
grimly. “On the other hand, maybe a stiff drink will do me some
good.”
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“I have to run, Eileen—Melanie and I have been trying to connect
for weeks,” he said. “I really do think Alan can help. Call him.”

“Thanks, Miguel,” she said, fingering the business card. “You've
definitely given me something to think about.”

Before placing Miguel’s card in her bag, she noticed her friend had
written something intriguing on the back:

.
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Alan chuckled and went around the room quickly. In the end, the
average score was a four.

“Okay,” he continued. “On a scale of one to ten, how aligned is the
entire organization around your plan?”

Again Vic broke the tension. “You're assuming we have a plan,” he
said, smiling. “Two.”

“That’s a little harsh, Vic,” replied Eileen. “We publish a strategic
plan annually, and everyone in the organization hears us present the
plan and gets an executive summary. I say eight.”

“Carol?” said Alan quickly.

“Five,” she replied indifferently. Sue said four, acknowledging the
existence of the plan but questioning whether the entire organization
was aligned around it. Evan said three; Art said six.

Alan recorded the scores in his notebook and moved on to the third
question: “How would you rate the level of accountability that exists
in your organization?”

Clearly this question struck a nerve, as each leader squirmed a bit
while sharing a score of two, three, or four. Alan recorded the average
of three and continued.

“Thank you for your candor,” he said. He approached the white-
board at the front of the room, where he had drawn the following
diagram:

“I'd like to begin by showing you what things will look like at the
end of our journey together,” he said. “At that point you'll be running
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Swan Services using this simple operating system, and your business
will have become strong in what I call the ‘Six Key Components.” We
call the first Key Component ‘Vision.” Alan wrote “VISION” into the
top wedge in the diagram. “Strengthening the Vision Component is
simply getting everyone 100 percent on the same page with exactly
where our organization is going and how we’re going to get there.”

As Alan turned back to face the group, he noticed several leaders
looking furtively at one another. Vic chuckled.

“If you can do that,” he said loudly, “name your price!”

Alan laughed along with the group and then introduced the other
five Key Components, each with a one-sentence explanation, writing
“PEOPLE,” “DATA,” “ISSUES,” “PROCESS,” and “TRACTION” into
the diagram as he went along.

TRACTION

That introduction set the stage for a thorough second pass around
the model. In the forty minutes that followed, Alan helped the Swan
Services team understand just what “strong” meant for each Key
Component, and he introduced a set of practical tools to help the
leaders strengthen each Component.

Fileen was intrigued by the simplicity of the system but wor-
ried that her team might consider the tools Alan described too ba-
sic. While with Anodyne Consulting, she had put together dozens
of comprehensive and articulate business plans, dashboards, and
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Team, and so on. Put simply, you need two things to be 100 percent
strong in this Component.”

He turned to the whiteboard and put two bullets below “PEOPLE”
on his diagram. He then wrote the following words as he spoke them:

PeorLe

-RigHT Peorie
~RIGHT SEATS

! \

“Jim Collins popularized these terms by helping us understand
that to succeed in business, you need the right people in the right
seats,” Alan explained. “You've got to have both. But what do those
terms really mean? Well, ‘right people’ share your Core Values—they
fit your culture. ‘Right seats’ means everyone has the skills and ex-
perience to excel in a job that’s truly important to your organization.
Once those definitions are clear and tangible, we use two tools to
strengthen your People Component. A simple tool called the People
Analyzer will help you clearly identify everyone in the organization
who fits your culture like a glove and will also expose those who
don’t share your Core Values.”

Evan and Sue stole a glance at Carol, who had pushed herself away
from the conference table and sat staring straight ahead, her arms
crossed tightly.

“To help you build the ideal structure for your organization and
clearly determine the right seats,” Alan continued, “we use a very
powerful tool called the Accountability Chart.”

“We already have an org chart,” volunteered Carol icily.

“Of course, Carol, lots of my clients do,” Alan said kindly. “And
that may save us some time if we decide to work together. But the
Accountability Chart is like a supercharged org chart because it abso-
lutely crystallizes everyone’s roles and responsibilities. It establishes
clear ownership of and accountability for everything that's important
to your business and plainly illustrates who reports to whom.”

Carol seemed satisfied with that response, and Eileen was relieved.
Alan then walked the team through a basic Accountability Chart to
demonstrate the process.
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always say they have twenty ideas a week—nineteen aren’t so great,
but one is awesome. It that one idea that will take the company to the
moon. Often this is the founding entrepreneur. Visionaries are great
at relationships and at creating and preserving a good culture. They're
creative, strategic thinkers and builders.”

vV
1
|
——
s/m 0 F

Alan now had the group’s complete attention—he had just described
Vic perfectly.

“I see two common problems in entrepreneurial companies when
the roles of the visionary and integrator haven't been clearly defined,”
Alan explained. “The first occurs when a visionary is trying to run the
company. You can’t have a visionary in the integrator seat because what
you'll get are these wonderful ninety-day spikes where everybody’s ex-
cited about a new idea or direction, but then the visionary gets bored
running the day-to-day and starts to create chaos. The second problem
happens when two or more partners trip all over one another trying
to co-run the company. In the world of the Accountability Chart, only
one person can ultimately be accountable for a major function. Because
when you have two people accountable, nobody is accountable.”

Vic and Eileen looked at one another, both feeling a strange mix of
emotions. In a few concise sentences, Alan had nailed the essence of
their complex thirty-year relationship.

“Once we've identified all the critical functions in the organization,”
Alan went on, “we then define the five roles for each seat. In other words,
what do we need the person who owns each seat to excel at in order
to achieve our vision? From there, we'll build out the Accountability
Chart for the entire organization. Only after we've detailed the critical
functions we need and the five roles for each function do we identify
the right people for each seat. We do that by comparing the demands
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about every ninety days. We all get sucked into the day-to-day, lose
focus, or just get bored. Setting and achieving Rocks each quarter
creates a ninety-day world for everyone in your organization. You
come together, see how you did last quarter, recheck the vision, and
then set new priorities for the next ninety days. This keeps everyone
laser focused. Everyone owns a piece of the vision and is working to-
gether to achieve it. We come up for air every ninety days and repeat
that same pulse forever.

“Inside that ninety-day world, we’ll also help you create a healthy,
productive Meeting Pulse with weekly Level 10 Meetings.’ This means
you will elevate the meetings you rated earlier at a four to a ten. Level 10
Meetings follow a set agenda with a specific psychology behind it that
will help you communicate regularly and productively, stay focused on
what’s important, and solve issues effectively throughout the quarter.”

Alan put down his marker and faced the team.

0% | 100%

- SHARED BY ALL

~SCORECARD
—MeASURABLES

-RigHT Peorie
~RIGHT SEATS

~ DocUMENTED
- FoLLowEeDb BY ALL

TrACTION

-Rocke
-MEETING PULSE

~Issves LisT
-1DS

“Thats Traction,” he continued, “and those are the Six Key
Components. Our journey together is designed to help you get to 100
percent strong in each of them—which will never happen. We'll keep
striving for it, but 100 percent is utopia. Fortunately, 80 percent or
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“Ultimately, you and your team will understand and have imple-
mented every tool in my toolbox. Your business will be running on
this system. At that point, you'll be ready to graduate and begin con-
ducting your own Quarterlies and Annuals. My job is to get you there
quickly—and then get out of your way and let you run your business
using this system and these tools. That defines success for me.”

“How long does that take?” asked Vic.

“Clients are with me on average for two years,” answered Alan.
“But if you decide to move forward, you won't sign any engagement
letters or pay any retainer fees. You simply commit to moving for-
ward one session at a time.”

“So we can fire you if we’re not happy?” asked Evan.

“Yes,” replied Alan. “In fact, every session is fully guaranteed—if
you ever feel that the time we spend together doesn’t create value,
you won'’t pay. And of course, you can leave the process at any time.
But if you do elect to move forward, it’s important that you make a
commitment to sticking with the process for the duration. This is
a way of life I'm teaching you, not a seminar. You can’t come to the
Focus Day thinking you're going to solve all your problems and see
things magically change overnight.”

“So that’s my show,” Alan concluded. “Any questions?”

There were none. Carol looked at her watch; it read 11:25. She
hurriedly collected her things.

Eileen offered to call Alan back later in the week with the team’s
decision about moving forward, and the group shuffled out of the
conference room. Wanting to discuss what the team had learned with
the information still fresh, Eileen had arranged lunch near Alan’s of-
fice. Once everyone was seated, she posed a simple question.
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Alan invited questions after walking the team through each item.
Hearing none, he continued to the check-in by asking everyone to
take a few minutes to jot down the answers to three questions he had
written on the board:

- NAME AND ROLE?
.Good NEWS?

-EXPECTATIONS?

“Okay,” Alan said when the team members had finished writing.
“We’re going to start with the brave one and go to the left from there.
Whod like to begin?”

Silence.

Finally Evan cleared his throat and said, “I'll go.”

“Thank you, Evan,” replied Alan.

“Evan McCullough, VP of operations,” began Evan. “Good—"

“Hold on, Evan,” interrupted Alan. “I apologize for not making
myself clear. When I asked for your role, I was looking for a little
more than your title. Can you help me understand what a VP of ops
does at Swan Services?”
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its best as a leadership team and clearly explained what the trip
would entail.

“At the end of this journey,” he concluded, “yow’ll be operating
with one vision, with one voice, and as one team. Each of you will
be proud to look across the table into the eyes of your fellow lead-
ers, knowing you can implicitly trust one another and be completely
confident that together, you can achieve your vision.”

Carol rolled her eyes, but Sue and Evan seemed intrigued. Vic sat
back in his chair, realizing clearly that Swan still had a long way to
go to achieve that dream.

After each member of the team committed verbally to the journey
ahead, Alan started in on the day’s agenda with a concept called “hit-
ting the ceiling.”

“Whether your definition of growth is rocketing to $200 million
or just growing internally by becoming more profitable and oper-
ating more smoothly,” Alan explained, “it’s inevitable that you will
occasionally get stuck. Growing, making money, and running your
business will get harder. You'll get frustrated. You won’t know exactly
why you're stuck or what you need to do about it; you'll just know
you've hit the ceiling.”

“We have absolutely no idea what you're talking about, Alan,” Vic
said with a wry smile. The group erupted with laughter.

Alan went on to explain that hitting the ceiling is inevitable and
often necessary before an organization can advance to the next lev-
el. He challenged the team to rise to those occasions and help the
company break through those ceilings by mastering five leadership
abilities.

“If you can’t,” Alan continued, “the company will flatline or fail—
like so many small businesses.” As he walked through each of the
five leadership abilities, Alan was recording them on the whiteboard:

<SIMPLIFY
-DELEGATE
- PReDICT
. SYSTEMIZE
« STRUCTURE
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between two or more of those leaders. When the team can’t agree on
something, the integrator breaks the ties.”

The looks around the table made it clear that this team had known
its share of friction.

“What makes this an Accountability Chart,” Alan said as he drew
five bullets in each rectangle, or “seat,” “is that we clearly define the
five major roles the owner of each major function must obsess about
and excel at in order to take us to the next level. Remember, we'’re
going to customize your Accountability Chart in two ways. First, we
have to determine whether you have three or more major functions
on your leadership team. And second, we have to decide whether or
not there’s a visionary at Swan Services.”

Alan drew a fifth seat at the top of the Accountability Chart, placed
a “V” in that seat, and reminded the team about the differences be-
tween a visionary and an integrator.

ji-Hill<

£
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“Whereas integrators love rolling up their sleeves and digging
into the day-to-day,” he explained, “visionaries are attracted to big
ideas—they may have twenty or more before breakfast every day.
They're great with big relationships. They're driven by creativity, and
they consider culture, principles, and values very important. Much
of what exists today—enduring companies, world-changing innova-
tions, cultural advancements—exists because of visionaries.”

Everyone turned to look at Vic.

“Clearly we don’t have one of those, Alan,” Vic said dryly. He
paused a moment before smiling broadly. The whole team burst into
laughter.

“We're about to start with a blank slate and create the right struc-
ture for your company,” Alan continued, grinning. “When we do,
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development. A similar debate about the finance function surprised
Fileen and led to an epiphany of sorts.

As the discussion began, Eileen advocated splitting the finance
function into two or three distinct roles—with one leader (probably
Carol) owning the accounting function and two other leaders head-
ing the IT and HR functions—all at the leadership-team level on the
Accountability Chart. Art and Carol seemed to agree, but she was
challenged by Vic, Sue, and Evan to explain why such a large leader-
ship team made sense for their $7 million company.

Fileen realized she was structuring the company around Carol’s
limitations. As the discussion wore on, she came to understand that
a fully capable finance seat owner would easily be able to lead those
other major functions as part of a single department at Swan’s cur-
rent size. Carol’s narrow focus and limited people skills had obscured
that fact. Once Eileen relented, the team quickly concluded that a
single finance seat should have HR and IT reporting to it.

MARKETING SALES OPERATIONS } Finance

“Well done,” Alan said, drawing the integrator seat above the four
others. “Every great organization has an integrator,” he went on.
“Someone to run the day-to-day, to lead and manage the leadership
team. I take it from your earlier comments that there may also be a
visionary in this organization?”

The team chuckled. Alan drew the visionary seat at the top of the
chart.

[Visionary

INTeGRATOR

I ] 1 1

MARKETING SALES OPERATIONS ‘ Finance
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“Now that we've settled on the six major functions of your com-
pany,” Alan continued, “the next step is to define the five roles for
each seat. Let’s take them one at a time, again focusing on structure
rather than people or history. Where shall we start?”

The team began with the marketing seat, agreeing through discus-
sion and debate to add the following five roles:

MARKETING

<BUILDING THE SWAN
BRAND

— MARKETING PLAN
—GENERATE LEADS
~ MARKET ReseARCH

_MarkeTiNG Toous/
WeBSITE

“Sue,” Alan asked about the next seat, “does the owner of the sales
function manage people in your organization?”

“Yes,” she replied, “we have four sales executives today. I'm not
sure that’s the right number in our ideal structure, but it's safe to say
that the sales leader will have to manage somebody.”

Alan recorded “LMA” next to the first bullet in the sales seat.
“LMA stands for ‘leadership, management, and accountability,” he
explained. “We use this acronym to describe everything you do to get
the most from your people. It becomes the first role in your seat. You
have to lead well and manage well to create an environment where
organizational accountability just happens. That takes time and ef-
fort, and it’s often done poorly because leaders don’t devote enough
of either. With all of the tools you'll be learning on our journey to-
gether, you'll be better at this than ever.”*

After further discussion, the team agreed to these roles for the
sales leader:

SALES
. LMA

+ SET 4 ACHIEVE
REVENUE GOALS

- SaLes ProcEss
SELLING (*A" PROSPECTS)
-SeT REASONABLE
CLIENT EXPECTATIONS

*  For a deeper dive into LMA, read How to Be a Great Boss. Written with my co-
author, René Boer, it is a complete guide for learning how to become a world-class
leader and manager.
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from Alan, Evan held tightly to the past and seemed to resist the idea
that a high-level summary of the operations leader’s roles was even
possible. Instead, he kept itemizing every aspect of his job.

“It’s just not that simple,” he said passionately when Vic suggested
that the third role be described as “deliver projects on time and on
budget.” “To do that, I need greater control over the quote process,” he
explained. “I can’t be accountable for something that I don’t control!”

“Why not?” asked Vic. “We're accountable for hitting sales num-
bers, and we sure as heck don’t control the clients!”

“It's more complicated in my department,” replied Evan defensive-
ly. “You don’t have any idea how—"

“I'm sorry to interrupt, Evan,” said Alan. “Remember, nobody here
has a job yet, so this isn’t your department we're talking about. We're
focusing first on structure, then on people. Let’s take a quick break
and clear our heads. When we resume, let’s stay focused on the way
we want the operations function to be structured going forward. No
people, no history, and no egos.”

Although the break was necessary and well-timed, it didn’t help
Evan. Instead of clearing his head, he spent the break responding to
urgent emails and voice mails. Still distracted by events at the office
and threatened by this exercise, Evan stopped expressing his views
after the break. Alan recognized this shift and tried to get Evan to
challenge another team member’s assumptions or suggest an alterna-
tive, to no avail.

“Okay, Eileen,” Alan finally said, “besides LMA and client satisfac-
tion, what are the roles you need your operations leader to own?”

After some prodding and suggestions from Sue, Vic, and Carol
and very passive approval from Evan, the team settled on five roles
for the seat:

OPERATIDNS

- LMk
- CLIENT SATISFACTION
-DELIVERING on ProTecTs

(on Twe, To SPEC &
UNDER BUDGET)

- RESOURCE MANAGEMENT
- Operamions Process
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Next, the team focused its attention on the finance seat and added
the following roles:

Finance
- LMA
- BUDGETING € REPORTING

- ACCOUNTS PAYABLE,
ACCOUNTS RECEWVABLE

-HR
-\T
- DFFIcE NMANAGEMENT

Before settling on these six roles, the team spent several minutes
discussing IT, trying to decide whether that role belonged in the ops
or finance seat. Ultimately, the leaders decided that internal IT—the
technology needs of Swan and its employees—belonged in the fi-
nance department. The ops seat owner would be accountable for the
technology needs and issues of Swan’s clients.

Carol was thrilled when what she viewed as her seat was defined.
She had never been given complete authority of functions outside of
accounting, a source of regular conflict between her and Eileen.

Next, Alan drew attention to the integrator and visionary seats,
respectively. He reiterated the difference between the two and helped
the team define the integrator seat as follows:

INTEGRATOR
-LMA

- AcHiEVE PeL,
Boginess Puan

- Remove OBSTACLES &
BARRIERS

-SpeciAt PROJECTS

- LeGAL ¢ CoMPLANCE

“I'm going to ask you to talk about people for a moment,” Alan
explained as he pointed at the visionary seat, “because this seat is
always customized for the individual who owns it. So, team, what do
you want Swan’s visionary to do? How can Vic add the most value
every day?”



62 \ Gera GrRIP

The team nodded its approval, and Alan completed filling in the
roles of the visionary seat:

VISIONARY
-Bio IDEAS
-Bi6 RELATIONSHIPS
~-SowviNG Bie ProBLEmS
~CuLTuRE
- |ndusTRY TRENDS

“Is that what we want Swan’s visionary to be accountable for?”
Alan asked.*

The team agreed and took a ten-minute break before settling in for
a working lunch. Once Alan had regained everyone’s attention, he
continued facilitating the Accountability Chart exercise.

RiohT PeopLE N THE RienT Seats

“Now that we've defined your ideal structure—at least at the leader-
ship-team level—let’s put the right people in these seats,” Alan began.
“To do that, we must elevate everyone into seats where they’ll spend
most of their time doing what they love to do and are best at. We're
going to take these seats one at a time, starting with the four major
functions—marketing, sales, operations, and finance. Are there any
clear-cut owners of those seats?”

The group was eerily silent. Art and Carol each waited for someone
else on the team to suggest their names for the marketing and finance
seats, respectively. Sue wanted to nominate herself for the sales seat
but didn’t want to offend Vic. Eileen almost suggested Evan for the ops
seat, but his awkward behavior earlier in the session left her wonder-
ing whether he was really capable of leading such a critical function.
She finally broke the silence.

“Art clearly owns the marketing seat,” Eileen said.

“Thats right,” agreed Vic, and the rest nodded. Alan wrote Arts
name into the marketing seat and then surprised the leaders with what
he said next.

*  For a deeper dive into the visionary/integrator dynamic, read Rocket Fuel: The One
Business Essential Combination That Will Get You More of What You Want from Your
Business. Written with my co-author, Mark C. Winters, it is a complete how-to man-
ual for finding, developing, and maximizing your visionary/integrator relationship.
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similar items into one potential Rock. This process narrowed the list
to fifteen.

“Okay, team,” said Alan. “Let’s take a second pass, and this time
we're going to let the debates begin and ultimately make some tough
decisions. None of these issues are going away—we’re just trying to
agree on the three to seven top priorities for the organization this
quarter.”

The second pass resulted in more discussion and some passionate
debate. When it was done, eight potential Rocks were left on the list:

- SALES TooLs/WeBsITE REDESIEN

- Revise ANNUAL RuneeT

« |MPROVE. CLENT SATISFACTION/ RETENTION
- HiRE New PROGRAMMER/CONSULTANT
- CLose Two “A’ PIPELINE DeALS

« K&t AccounT Puan

+ AcauRe New PRoTECT MANAGEMENT SoFTWARE

* | MPROVE Pkan'ks\uT*// AniUsT Ops STAFRING MobeL

“Let’s take one last pass,” Alan said, again starting at the top. “Sales
tools/web redesign. Is this truly one of the three to seven most impor-
tant things you must get done this quarter?”

“Keep,” said Art, Sue, and Vic at once. Eileen and Evan nodded
their approval, so Alan circled the Rock.

“Revise annual budget,” Alan continued. “Is that a life-or-death
priority for the next ninety days?”

“Kill it,” said Vic. “Why spend time revising our forecast for the
year downward? Let’s just focus our energies on getting the company
back on track!”

“Hear, hear,” said Sue. The rest of the team agreed, and Alan drew
a line through “Revise Annual Budget.”

“Improve client satisfaction/retention,” continued Alan.

“Kill,” said Evan. “I know that’s going to fall to me, and I'm too
busy to tackle that bear right now.”
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Alan helped the team tackle each remaining item on the list, ul-
timately settling on the following five priorities for its first set of
company Rocks:

+ SaLES TooLs/WeBSITE REDESIGN

o JmpROVE CuenT SATsFACTION/ ReTENTION

« CLose Two A’ PiPELINE DEALS

+ AcauRE New PROTECT MANAGEMENT SOETWARE

- | MPROVE Paomneu_m/ Andust Ops STAFRING MobeL

With the list complete, Alan illustrated how to clearly define the
Rocks by making them “SMART—specific, measurable, attainable,
realistic, and timely.” As they worked through the list, he also asked
the team to assign an “owner” for each Rock—someone who would
accept accountability for driving the Rock to completion. He ex-
plained that, just like with a seat on the Accountability Chart, only
one person could be accountable for a Rock.

“We need one person to lead the charge,” he said. “That person
is going to need help, and he or she is going to rely on other people
around this table. But we still need one set of eyeballs we can look
into at the end of the quarter—one person who says the Rock is done
or not done.”

It was agreed that this first set of Rocks—something of a “practice
round”— would be due at or before Swan’s third meeting with Alan,
about sixty days after the Focus Day. When the exercise was com-
pleted, the Rocks were written as follows:

|. TRiFo> BrocHuRE AND WEBSITE DRAFT COMPLETE ART
2. SURVEY CORRENT CLIENTS AND |MPLEMENT CuLienT ReTENTION PLAN Evan
3.CLose Two “A’ bears AND ComPLETE Ten Kev Account PLANS Sue
4 DECIDE ON ProsECT MANAGEMENT SoFTWARE CAroL
5 1MPLEMENT OPS STAFFING CHANGES TO |MPROVE PROFITABWITY EweeN

“Wow,” said Vic, staring at the complete list of company Rocks. “If
we can get those five things done, it'll be our most productive quarter in
a long time—maybe ever. And for once I think we can actually do it!”
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ninety minutes you invest each week will revolutionize the way you
work together and save each of you at least twice that much wasted
time on unproductive communication, lost opportunities, and crisis
management each week.”

Evan nodded reluctantly. Alan went on to explain the five keys to
a productive, healthy Meeting Pulse—holding weekly meetings on
the same day at the same time, starting on time, ending on time, and
using the same agenda each week. He then walked the team through
the Level 10 agenda one item at a time:

* Seeue (600> NEWS) 5 MINS
+ SCORECARD 5 Mins
» Rock Review 5 Mg
+ CUSTOMER AND EMPLOYEE HEADLINES 5 MiINS
* To-Do LisT 5 NS
* IDS (1ssues List) 60 Mins
+ CoNGLUDE 5 NS

> Recap To-Dos
o CASCADING MESSAGES
o RATING 1-10

“Vince Lombardi said, ‘Early is on time; on time is late,” Alan
continued. “So if your meeting is scheduled for 9:00 a.m. each week,
starting on time means you're all seated and ready to begin—with
everything you need for the meeting—at 8:59.”

“Even the visionary?” joked Vic, acknowledging his chronic
lateness.

“Even the visionary,” responded Alan. “At precisely nine, the per-
son running the meeting will start by asking for personal and profes-
sional good news. This will help you segue into the meeting like we
did this morning. You'll find that a few minutes focused on the hu-
man element each week will help increase team health. That should
take no more than five minutes. The next three items on the agenda
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Fileen and Vic smiled. They spoke at least twice daily whenever
one of them was out of the office for an extended period of time.

“So,” Alan continued, “what are the numbers you want to see on
that sheet of paper? Please take three minutes to write down your
own list of five to fifteen company numbers. Remember: we're look-
ing for leading indicators that can be measured on a weekly basis.”

“Should we be thinking of metrics from our own departments,
Alan?” asked Sue.

“Yes,” he replied. “But also think about what you'd need to know
about marketing, operations, and finance to get an absolute pulse on
the whole business.”

Sue nodded and started writing. Eileen, Carol, and Art seemed to
be making progress on a list, but Evan and Vic both looked puzzled.
Alan distributed a list of real-life Scorecard measurables from cli-
ents in the manufacturing, distribution, retail, and services sectors
to help get the team’s juices flowing.

EXAMPLES OF MEASURABLES

Sales & Marketing:

Page views

Clicks

Unique visitors

Web conversions

Redeemed coupons

Walk-ins / call-ins

Info requests

Web conversions

New leads (#) / opportunities (#, $, or both)
Sales calls

Sales meetings / proposals / presentations
Closed business

Close ratio

Ancillary sales (accessories, warranties, service
plans...)

Expected revenue (a pipeline number)
Actual revenue

YTD revenue (% to plan)

Errors (estimating, ordering, design...)

% of asking price received

Cost of sales (salaries + commissions / revenue
produced)

Operations:

Run rate / units per hour
Errors
Customer problems / complaints
Defect rate (% of units produced late, over
budget, or out of spec)
Breakage / waste
Bin, sort, inventory
Delivery, shipping
Utilization rates (for both labor and machinery)
Customer rating
Warranty claims
Overtime
Unbillable hours
Cost per unit
Payroll
Average hourly rate

Finance:

Cash Balance
Various Liquidity Ratios
AR

AR > 45 or 60 ($ or % of total receivables)
AP

Errors (input, billing, reporting...)

YTD gross profit margin

YTD net profit margin

Employee satisfaction

Systems uptime (internal IT)

Employee sick days

Late employees

Employees not hitting their numbers




TFocus /85

After a few minutes reviewing the handout and compiling their
own lists, the leaders were ready to proceed. Carol volunteered to be
the “brave one” and read her list.

“Weekly revenues,” she said. “WIP—work in process. Utilization
rates. Overtime. Customer complaints. Accounts receivable (A/R)
forty-five and ninety days past due.”

Writing as fast as he could, Alan recorded the numbers and turned
to Carol’s left. Eileen rattled off a long list of her own suggestions and
turned to Vic to await his list.

“Alan,” Vic said. “I'm struggling to find leading indicators. Most
of the stuff up there is a trailing number—Ilike weekly revenues. I
thought we weren’t supposed to measure stuff like that.”

“Good catch, Vic,” replied Alan. “You're right that leading indica-
tors are best, but if you and the rest of the team believe that weekly
revenues is one of the numbers that gives you an absolute pulse on
the business, it belongs on your Scorecard. That said, let me illustrate
what we mean by leading versus trailing indicators.”

Alan turned to an open section of whiteboard and began drawing.
In just a few seconds, he had completed a diagram that looked like
this:

Banst EN N\ N N e e b

AooTareer | | )i E
° IRST Neens (REATE PRESENT 1 New
"”t‘;; | | contacts | | meemine | | acsessment| | prorosar | | prorosar CLent/
s/w | [Tazwe | U zwe | [Tiwe | [27mo | [z ]| MO

Alan walked the team through his illustration of a typical sales
process, identifying “number of new clients” as a trailing indicator
and earlier steps in the process as leading indicators.

“I got it,” Vic said when the discussion concluded. “In that case I
want to measure leads, initial meetings, and proposals.”

Sue went next. “Other than what you've already listed,” she began,
“I'd like to measure new opportunities, thirty-day pipeline, close ra-
tio, and contracts received.”

“Number of contracts?” Alan asked. “Or dollars?”

“Both,” she replied. “I'm not sure how to say this, but I'd also like
to measure near-term resource availability in operations. If they’re so
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* New Leads (3¥)

« INITIAL SALES MEETINGS ()
. PROPOSALS ()

. ProPOsALS ($)

- THIRTY-DAY PIPELINE

. CONTRACTS ()

. ConTRACTS (%)

<PROJECTS LATE (%)

+ProJECTS OVER BUDGET (3)

- DEFECTS DELIVERED To CLENTS (3#)
- Uniwzarion RaTE (%)
«ChasH BALANCE

- A/R 70 (% oF ToTAL)

« BILLING ERRORS (¥

Throughout the exercise, Evan resisted the team’s effort to cre-
ate a great Scorecard. He was particularly opposed to measuring late
projects, dismissing that as a complex and subjective measurable.
Working together, Alan and Swan’s other leaders helped Evan un-
derstand the value of such a number and envision a reliable way to
measure late projects. Though not fully convinced, he reluctantly
agreed to do so for a quarter before making a decision about whether
the measurable was worthwhile.

The discussion was repeated nearly verbatim when the team dis-
cussed billing errors, although this time Carol was the one insisting
the number wouldn’t be accurate.

“Can’t the billing clerk and account managers just make a tick
mark somewhere whenever a client calls to report an error?” asked
Sue.

“But the clients don’t know what an error is!” exclaimed Carol.
“And neither do the account managers.”

Ultimately, she agreed to report the number of reissued invoices
each week, but she didn't seem happy about it. Once the list was
complete, Alan drew a grid around the measurables. Next he helped
the team set goals for each number. When discussing the goal for
initial sales meetings, Sue’s gears were turning hard.
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A heated argument ensued. Alan helped calm the team by agreeing
that responsibility for late accounts was probably often shared be-
tween several members of the team. He helped Carol understand that
she and her collections person were probably the most likely people
to “fix” the number if it veered off track, so she reluctantly agreed to
accept accountability for the number.

When the exercise was concluded, the completed template looked
like this:

Who| Measurable Goal Weeks
1 2 3 4 5 6 7 8 9 10 1" 12 13
Sue  [New leads 36
Sue |Initial sales meetings 12
Sue  [Proposals (#) 4
Sue  [Proposals ($) $300K
Sue |30-day pipeline $1.5M
Sue |Contracts (#) 2
Sue |Contracts ($) $150K
Evan |Projects late 1
Evan |Projects over budget 1
Evan |Defects to clients 0
Evan |Utilization rate 80%
Carol |Cash balance $75K
Carol |AR > 60 days <$30K
Billing errors

Carol was assigned the task of gathering numbers from each lead-
er every week. She made her limits clear.

“I'm putting this spreadsheet on the shared drive,” she said flatly.
“T'll print the report Monday at 4:00 p.m. If your numbers aren’t in the
spreadsheet, they won't be there at the meeting the following day. I'm
not chasing any of you down.”

Alan invited questions and concluded the exercise.

“I know it is late in the day,” he said, “but that felt like really
good work. Just remember that this is a first cut at your Scorecard.
It can take one to three months—even longer—before you get the
Scorecard just right. Be patient, stick with it, and let it evolve. Bring
your questions and comments back into the next session.”

Alan checked his watch and, seeing that it was 4:40, quickly con-
tinued. He promised the team that after the two Vision-Building



94 \ QGera GRIP

OBaectwves (2 Davs)

* MasTER Focus DAY Toots
+ CLEAR V\sION

. CLeARr PLAN

. |sSSUES LIST CLEAR

Acenda (2 Davs)

* CHECK-IN

- Review Focus DAY TooLs
- CoRE YALVES

- Core Focus

. \0-YEAR TaARGET

. MARKETING STRATEGY
. 3-Year PicTURE

- |-YeAR PLAN

. QuarTerLY Rocks

. lssues st

. Next STtees

- CoNCLUPE

“Our first objective for these two days of Vision Building,” he con-
tinued, “is to help you master the Focus Day tools that you learned in
our last session. In this journey, mastery means two specific things—
that you understand the tool and that you've implemented the tool in
your organization. The second and third objectives are to walk out
of here in about thirty days—after day two—with a crystal-clear vi-
sion and a clear plan to achieve that vision. That means everyone
in this room is 100 percent on the same page with where the busi-
ness is going and exactly how we plan to get there. There can be no
exceptions.”

Alan pointed at the twelve issues on the board left over from Swan’s
Focus Day as he went on: “The last objective is to get your Issues List
clear and complete. We're going to continue smoking out issues dur-
ing these next two sessions, and this list is going to grow.”

Alan quickly reviewed the agenda, explaining that the team would
first thoroughly review the Focus Day tools and then begin working
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that didn’t seem to be working. He admitted to being off track on most
of his Rocks and to have not gotten his team’s Accountability Chart
completed. He also hadn’t consistently reported Scorecard numbers.

“So what’s not working,” said Evan haltingly, “is either this sys-
tem...or me. I just can’t seem to find the time to keep our projects on
track, manage my team, and do all this homework. I'm sorry, Eileen,
Vic—I feel like I'm letting you guys down.”

“Thanks for being so open, Evan,” Alan replied. “What you're
experiencing is normal at this stage of the process. Don’t get me
wrong—we do need you to regain control, keep your Rocks on track,
and complete your To-Dos. We'll work through some of the root
causes of those issues when we review the Focus Day tools today.”

Evan seemed soothed by Alan’s response, but his struggles trou-
bled Eileen.

Alan enjoyed hearing the team’s expectations. Each leader ex-
pressed real enthusiasm for diving into the company’s vision. Alan
finished the exercise by also checking in, again expressing his expec-
tations as, simply, “open and honest.” He then moved to a whiteboard
where he had written the following list:

Focus Day TooLs

* HITTING THE CEILWNG
o QIMPLIFY
o DELEGATE
o PREDICT
o SYsTEMIZE
o STRUCTURE
« AccountaBiLITY CHART

- Rowxs
. MeeTWNe Puise
+ SCORECARD

He began by reminding the team that every organization, every
department, and every leader hits the ceiling from time to time. He
stressed the importance of mastering five leadership abilities: simpli-
fy, delegate, predict, systemize, and structure. He then reviewed them
one by one, this time identifying specific tools he would be helping
the leaders master to strengthen each of the abilities.
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“So can we conclude?” Alan asked.

“Yes,” Eileen replied. “It sounds like having Art continue to par-
ticipate in these sessions through Vision-Building Day Two is the
right call. Agreed?”

Fileen got agreement from everyone on the team. Art and Sue in
particular seemed genuinely pleased with both the decision and the
way it was made. Eileen smiled, starting to see more clearly how IDS
worked best.

With that delicate issue resolved, Alan moved on to review the
final Focus Day tool, the company Scorecard. He started by asking
Fileen to distribute copies.

“Is this Scorecard giving you all an absolute pulse on the busi-
ness?” Alan asked.

“Well, this is becoming a recurring theme,” admitted Evan, “but
its my fault nobody has even a faint pulse on the ops department.
I just haven’t been able to build the right system for measuring this
stuff.”

Alan asked the team to confirm that it still wanted to see all four
of Evan’s numbers, and everyone did. One measurable at a time, he
asked Evan to verify that it was possible to measure each number
weekly. In each case Evan agreed, so Alan walked to the Issues List
and wrote “Ops Scorecard Numbers” in green marker.

Who| Measurable Goal Weeks
1 2 3 4 5 6 7 8 9 10 1" 12 13

Sue  [New leads 36 1 4 47 17

Sue |Initial sales meetings 12 8 9 4 14

Sue |Proposals (#) 4 2 1 3 4

Sue |Proposals ($) $300K | $175K | $70K | $275K | $350K

Sue |30-day pipeline $1.5M | $1.15M | $1.05M | $1.10M | $1.25M

Sue |Contracts (#) 2 2 1 1 2

Sue [Contracts ($) $150K | $161K | $135K | $75K | $170K

Evan |Projects late 1 4 4

Evan |Projects over budget 1

Evan |Defects to clients 0 1 1

Evan |Utilization rate 80%

Carol |Cash balance $75K $55K | $85K | $70K | $61K

Carol |A/R > 60 days <$30K | $42.5 | $42.5 | $31.0 | $26.1

Carol |Billing errors 0 0 1 1 0
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The team quickly reviewed each of the other departments’ num-
bers. Concerns were expressed about several measurables, but even-
tually the team decided to track those numbers for the rest of the
quarter before making any changes.

Lunch was delivered just as the Scorecard discussion drew to a
close. The team took another quick break and settled in for a work-
ing lunch. Alan cleared the whiteboard and prepared for the transi-
tion to Vision Building.

TransiTioN To VisioN

Fifteen minutes later, Alan began by explaining the logic of traction
first and vision second. By implementing the Focus Day tools before
working on the company vision, he explained, Swan Services would
be far better able to execute its vision.

“I often say vision without traction is hallucination,” Alan began,
getting a few laughs. “With clear accountability and discipline in
place, your discussions about the future and the decisions you're
about to make become more real, more attainable. You aren’t just
hoping or wishing for something to happen. You're predicting the fu-
ture with people who will take ownership and then working hard
together to achieve your vision.”

His words drew a few smiles, and he continued: “We'll take a simple
approach to defining Swan’s vision. The reason we can is that it already
exists in your heads. Unfortunately, there are six different variations,
and we can only have one. We're going to get you all 100 percent on
the same page with the answers to the eight questions on the V/TO.”

He then pointed to the middle of the agenda on the whiteboard,
where the following items were listed:

- CoRE YALVES

- Core Focus

. \0-YeAR TaARGET

. M\ ARKETING STRATEGY
. 3-Year P\CTURE

- 1-YeAR PLaN

. QuarTerlY Rocks

. lssues List
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“Let’s take these one question at a time, beginning with Core
Values,” Alan said. “Core Values are a small set of essential, endur-
ing principles that define your culture. Three to seven is the rule of
thumb, hopefully closer to three because less is more. When we’re
done with this exercise, we will have defined the culture of this orga-
nization—what makes Swan and its people unique. This is who you
are. These Core Values will become useful, indispensable—the rules
you play by. You must live by them yourselves and use them to hire,
fire, review, reward, and recognize your people. When these Core
Values live and breathe in the organization, youll attract more of the
right people to the company. The wrong people will stick out like a
sore thumb, feel out of place, and more comfortably exit.”

Following a process he'd used to help many organizations discover
their own Core Values, Alan asked the leaders to write down the
names of three people at Swan who were true superstars.

“These are people you love. They fit the culture, and it fits them.
They're people youd like to clone, because if you had a thousand of
‘em, you could conquer the world,” he explained. “Ideally, pick three
people who are currently in the organization but not here at this table.”

After a few minutes, Alan asked each leader to read his or her list,
and he recorded the names on the whiteboard. There were several
duplicates, which he recognized by placing a tick mark next to the
name.

MatT |
MARY C.
HenrY
BeELA \
Racver |l
RICHARD
STEPHANIE

MARK
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“Thinking of these people,” Alan continued, “please make a list of
the characteristics, attributes, or traits that make them so valuable.”

When everyone had finished, Alan started recording the charac-
teristics one leader at a time, resulting in a list of forty-one words or
phrases on the whiteboard.

“Are you sure less is more, Alan?” asked Vic, laughing.

“This is nothing,” replied Alan, laughing. “I promise we’ll walk
out of here with three to seven.”

He led the team through the first cut of the lengthy list by using
the “Keep, Kill, and Combine” process of elimination. Again during
this first pass, there could be no debates. If anyone wanted to keep a
potential Core Value, it stayed on the list. At the conclusion of that
first cut, fifteen items remained.

Pos\TivE /CAN-DO ATTITUDE
THIRST FOR KNOWLEDGE

PASSIONATE
| NTEGR\TY

|NNOVATWE /CREATIVE
HARDWORKING

DeTAlL ORENTED
Does THE RIGHT THING
GeTs THINGS DoNE
NEVER SATISFIED
CoMPETITIVE
HUMBLE

REL\ABLE
CONFIDENT

HeLPFUL

Before making the second pass, Alan shared the contents of a
Harvard Business Review article by Patrick Lencioni titled “Make Your
Values Mean Something.” Lencioni cited three “values traps”—mis-
takes companies make when defining Core Values that make it hard
to use them to build and maintain an enduring company culture.

“Aspirational Core Values,” Alan summarized, “are characteristics
that sound great but don’t define the culture that exists in your or-
ganization today. If the people who fit at Swan today are a bunch of
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was Killed as accidental, and Alan drew a line through hardworking
when the team concluded it was also a permission-to-play value.

They moved down the list, Keeping, Killing, and Combining, until
another battle occurred while discussing “competitive.” Evan want-
ed to Kill it as an undesirable trait. Vic insisted it had been key to
Swan’s success and should continue to be a required characteristic.
Ultimately, it was Killed as not essential for every employee.

After an interesting discussion, the team decided to Combine
humble and confident into a single Core Value. Eileen and Evan had
been concerned that confident would be misconstrued as arrogant.
Having suggested both potential values for the list, Sue assured the
team that she didn’t mean arrogant at all. It dawned on her that she
recorded both characteristics to make precisely this point.

“What if we Combined these two into a single Core Value?” she
asked. “We make the point that we're people who believe in our-
selves and our solutions but don’t come off as cocky or arrogant.
Would that work?”

“I love it,” replied Vic. “Keep.”

“Agreed,” said Eileen. Art agreed as well, Carol shrugged, and Evan
flashed the thumbs-up sign, so Alan Combined the two Core Values.

The team made one last pass through the following list:

Pos\TIvE /CAN-DO ATTITUDE
THIRST FOR KNOWLEDGE/NEVER SATISRIED

PASS\ONATE

Does THE RIGHT THING

Gers THINGS DoNe /ReLIABLE
HuMBLE /CONFIDENT

HEeLPFUL

When Alan reminded the leaders that “less is more,” two quick dis-
cussions resulted. First, Sue suggested that the team Combine positive
attitude with helpful, arguing that the attitude alone wasn’t as impor-
tant as a genuine desire to dig in and help others get the results they
needed. And although Vic held on to “passionate” until the bitter end,
Fileen helped him understand that an employee who really fit Swan’s
culture as defined by the other five Core Values would be, by default,
passionate about Swan and his or her role in the organization.
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As the discussion concluded, Alan congratulated the team on a job
well done. During a quick break, he set up the next part of the Core
Values exercise. When the team returned, he handed each of them
blank copies of a grid, a tool he called the “People Analyzer.” Alan
asked the leaders to record Swan’s five Core Values in the diagonal
columns at the top of the People Analyzer and the names of each
leader in the rows down the left side.

Vie
Eween
ART
CaroL
Evan
Sve
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“To test your Core Values,” Alan explained, “we’re going to people-
analyze everyone in the room—one Core Value at a time—using one
of three scores: Plus (+) means the person exhibits this Core Value
most of the time—mnobody’s perfect. Minus (-) means most of the
time the person does not exhibit the Core Value. Plus/minus (+/-)
means some of the time the person does and some of the time he or
she doesn't.”

Alan then asked the team to rate everyone in the room for each Core
Value. The leaders became very still, and a couple of them hunched
over their grids. Carol covered her responses with her hand. Tension
mounted as everyone realized where this exercise was going.

“Let’s start at the top by rating Vic,” Alan suggested. “We’ll go rapid-
fire around the room, one Core Value at a time, starting to Vic’s left.”

For “thirst for knowledge/never satisfied,” Eileen said “plus,” Art
said “plus,” Carol said “plus/minus,” and Evan and Sue each said
“plus.” Alan recorded a “+” in the diagram and explained that he
would be recording the average of what was said. When the exercise
was complete, Vic was rated as follows:

Vie + + |~ ] + +

Although Vic hadn't gotten a vote in Alan’s tally, he admitted rating
himself a “plus/minus” in the “gets things done/reliable” category, and
the team moved on to rate Eileen. Evan and Vic rated her a “plus/minus”
for “positive attitude,” but her average scores were all pluses.

Eween + |+ ]+ 1+ ]+

Sitting to Eileens left was Art, who was growing apprehensive as
his turn neared. He began to relax when he made it through the first
three Core Values with all pluses. His average score was “plus/minus” in
“humble/confident” (the same way he rated himself).

AR + + | + |~ ] +

Carol was up next. The pressure in the room had become intense, but
Alan noticed a strange half-smile on Eileen’ face. She seemed almost
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eager to begin the discussion. The Core Values exercise had crystallized
Fileen’s feelings about Carol. Staring at her scores, she thought back to
her struggles rating the controller's GWC in the Focus Day. She realized
competence for the roles in her seat hadn’t been the issue. Carol was
clearly a wrong person in the right seat.

Starting with Evan, Alan asked each leader to give his or her rating for
Carol in “thirst for knowledge/never satisfied.”

“Plus/minus?” Evan said weakly.

“Plus/minus,” repeated Sue.

Carol shot both a withering look; each leader worked hard to avoid
eye contact. Vic, Eileen, and Art all chimed in with “plus/minus” in rap-
id succession, and Alan recorded the score. Carol calmed slightly when
she earned an average rating of “plus” for “does the right thing” and
“gets things done/reliable.” Alan moved on to “humble/confident.”

“Plus/minus,” Evan began.

“Plus/minus,” said Sue.

“Minus,” said Vic.

“Minus,” said Eileen immediately afterward. Someone gasped. Carol
turned a bright shade of red.

“Plus/minus,” said Art. Alan recorded the rating and continued
unfazed.

“Helpful/positive/can-do attitude?” Alan said to Evan.

“Minus,” he said more confidently in the wake of Vic’s and Eileen’s
earlier ratings.

“Minus,” said Sue and Vic in succession.

Fileen had been watching Carol carefully. She was visibly angry and
looked to be contemplating either an outburst or a hasty exit. Undeterred,
Fileen read the rating she had recorded.

“Minus,” she said coolly.

“Plus/minus,” Art said gently. Alan recorded a minus and stepped
away to let Carol’s marks sink in.

CAroL | =1 + 1 + %1 -]

After a brief pause Alan continued, “Okay, now rating Evan.”
“Hold on!” Carol blurted. “We're not just moving on without talking
about this, are we? You're acting like nothing happened.”
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“I'm sorry, Carol,” Alan said kindly. “Are you surprised or frustrated
by the ratings?”

“Yes!” she shouted. “I'm flat-out pissed! Don't I get a chance to defend
myself?”

“Well,” said Alan slowly, “it would be best if we deal with any frustra-
tions about the way any of you were rated after the exercise. I realize that
might be difficult, but right now we're just focused on testing your Core
Values. Is that okay with you?”

Carol was flabbergasted. She hadn’t anticipated Alan saying no, so she
wasn't able to respond. She just sat back in her chair, angry and defeated.
Relieved to be done rating Carol, the team moved quickly and painlessly
through Evan’s and Sue’s scores. Alan ultimately recorded the following
ratings for each leader:

Evan + + |~ + +
Sve + + |+ 1+ |+

With the entire team rated, Alan added another row at the bot-
tom of the People Analyzer and entered “THE BAR” in the left-hand
column.

“Next we need to set the bar,” Alan explained. “In other words,
what’s the minimum rating that would make you feel an employee
shares your Core Values? Once thats defined, someone who is at
or above the bar is a ‘right person.” Where we should set the bar is
completely up to you, but the rule of thumb when you have five Core
Values is any combination of three pluses and two plus/minuses.
Somebody with a minus can never be above the bar.”

The team asked questions and discussed its options, ultimately defin-
ing the bar as Alan suggested. Carol remained visibly agitated through-
out and didn’t say a word.

“We're almost done,” Alan promised. “But I'd like to test your Core
Values one more time. Can somebody give me the name of one of Swan’s
shining stars?”

Evan pointed to the employee names Alan had written on the white-
board earlier and said, “How about Henry? He got five votes.” The team
quickly agreed.
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“So Henry’s one of the best people in your organization,” Alan contin-
ued, recording his name on the People Analyzer. “Can you give me one
of the worst? Is there somebody in this organization that clearly doesn’t
fit the culture?”

“Jerry,” said Evan right away. Eileen nodded. The two of them had
been discussing Jerry Ryan’s performance issues and personal problems
for months. He was a relatively capable developer but seemed to need
constant attention and often got into scrapes with other employees.

Alan added Jerry’s name to the list and asked each leader to rate Henry
and Jerry according to the Core Values. As Alan began gathering scores
from each leader, Art looked perplexed.

“I don’t know Jerry at all,” explained Art. “Should I pass?”

“Yes, if you have no relevant experience with him,” Alan answered.

Alan compiled the ratings, recording averages on the whiteboard as
follows:

THE Bar + | + | « [+ ]+~
HENRY + + + + +
JERRY - | - + | A~ | -

“Wow,” said Vic. “That certainly makes me feel like we got these
right.”

Alan let Vic's comment settle, watching as the team processed the data
reflected in the People Analyzer. “Congratulations. Very well done,” he
said sincerely. “You've clearly defined what it means to be a ‘right person’
at Swan Services. Before we move on, I also want to explain how the
People Analyzer helps you define the right seats.”

Alan reminded the team that GWC stands for gets it, wants it, and
has the capacity to do it.” He explained that the bar for GWC is three
yeses—a nonnegotiable. He recorded that on the whiteboard. (See
page 126.)

“To determine whether someone is in the right seat using the
People Analyzer,” he continued, “you look at the person’s seat on the
Accountability Chart and the roles in that seat. Just as we did for each
of you earlier, you then rate that person a yes or a no in each of the three
columns—G, W, C. If you can’t comfortably say yes, that'’s a no. There’s



126

Cer a GrI?P

/-

/-

+

/-

+ | +

/-

/-

+

/-

Vie

Eween

ART

CaroL

Evan

Sve

THE BAR

HenrY
JERRY




Vision PART L 129

Eileen jumped in. “T'd like to meet with Carol to discuss this in depth
tomorrow. Let’s compare calendars at the break and find time away from
the office. Okay?”

“Okay,” Carol replied grimly.

Alan dismissed the team for another break and cleared the white-
board to prepare for the Core Focus exercise.

SWEeeT SpoT

“One thing is certain in business,” began Alan when everyone was
seated. “We're all going to lose focus.”

“I'm sorry, Alan,” interrupted Vic. “What were you saying?”

Once again, the team erupted with laughter.

“Sometimes we lose focus because things are slow and we're des-
perate for that next big deal,” Alan continued, smiling. “Sometimes
we get overconfident, thinking that because we've succeeded in one
business, we can automatically succeed in another. And sometimes
we just get bored, become distracted, and start chasing what one of
my clients calls ‘shiny stuff.”

He went on to explain the importance of focus—of channeling the
energy a small, entrepreneurial company has in a single direction.

“To do that, we need to define and stick to Swan’s Core Focus,” he
continued. “Your sweet spot as an organization. This has been called
many things—mission statement, Stephen Covey calls it ‘voice, Jim
Collins calls it the ‘hedgehog concept, Dan Sullivan calls it ‘unique abil-
ity We call it ‘Core Focus’ because it comes from your core and you
must stay focused on it to avoid getting distracted. As with Core Values,
your Core Focus already exists; we just need to discover and define it.”

Alan then set up the exercise by drawing a diagram on the board:
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Fileen went next. “Creating the best technology solutions com-
pany in the world, with great employees and happy clients.”

“Carol?”

“This may not be what you're looking for,” she said, “but passion
is not really my thing. I wrote down, ‘Making this company more
stable and profitable.”

“That’s just fine. Thanks, Carol.”

Alan then asked the team to review two things to stir the pot, a list
of real-world examples and a checklist describing essential attributes
of a clear, effective purpose, cause, or passion statement.

Purpose/Cause/Passion Examples:

- Schechter Wealth Strategies: To create lifelong relationships and
raving fans

+ Image One: To build a great company with great people and great results

+ Mary Kay: To give unlimited opportunity to women

« Nike: To experience the emotion of competition, winning, and crushing
competitors

» Disney: To make people happy

+ EOS Worldwide: Helping entrepreneurs get what they want from their
businesses

+ Mortgage Resource Plus: To serve our community with passion and
excellence

+ pulse220: Creating “wow” experiences
» McKinley: To enrich the quality of life in our communities

Purpose/Cause/Passion Checklist:

1. ltis stated in three to seven words
2. ltis written in simple language

3. Itis big and bold

4. It has an “aha” effect

5. It comes from the heart

6. Itinvolves everyone

7. Itis not about money

o o0ooooaoa

8. ltis bigger than a goal
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That helped the team further narrow the list, so Alan recorded
what remained on the whiteboard near the side of the diagram
marked “P/C/P”:

- HELP\N 6 PEORLE
. SOW NG PROBLEMS

+ (CREATING THE BeST COMPANY

Alan moved on to the niche. This time Eileen went first.

“Designing and deploying the best, most appropriate technology
solutions,” she said.

Sitting to FEileen’s left, Art said, “Comprehensive solutions that le-
verage the latest technology.”

“Enterprise technology solutions,” Carol said quickly.

“Custom integration of enterprise technology,” said Evan. Alan
looked at Sue.

“I took a different approach,” she said. “What we do better than
anyone else is listen. We get to know our clients, we come to un-
derstand their issues and challenges, and we speak their language.
Because we act like real people instead of technology geeks—no of-
fense, Evan—we recommend only stuff that makes sense for them.”

The rest of the team was listening intently.

“So I wrote down, ‘Solving real problems with the right technolo-
gy,” she said with a shy smile. “That’s what we do better than anyone
else. We dig in and help our prospective clients figure out what they
really need, and then we figure out how best to solve that problem or
build the right solution. And if they don’t really need something we
do well—we tell them. Most of our competitors just throw solutions
at their prospects, hoping something will stick.”

“Holy cow,” said Vic. “That’s much better than what I wrote down.”

“I really like that, too,” agreed Eileen. “How does everyone else
feel?”

“This ‘geek’ thinks Sue got it just right,” said Evan, chuckling. “I
mean, it sounds less mundane than the industry jargon a lot of us used.”
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The other two agreed, so Alan wrote, “Solving real problems with
the right technology” in the “Niche” section of his diagram. He then
pointed back to the side of the diagram marked “P/C/P” (for purpose/
cause/passion) and continued.

“You know, Alan,” said Vic. “I think we can strike ‘solving problems’
from the list because we've already got them covered in the niche.”

“Right,” Alan said while erasing.

From there, the team quickly agreed that its passion was a combi-
nation of helping people and building a great company. They spent
a few minutes experimenting with different ways of saying it before
settling on “Building a great company with great people.” That left
the team with the following conclusions on the whiteboard:

WITH GREAT [ THE RIGHT
PEOPLE | TecunOLOGY

“Love it,” said Vic immediately.

Sue, Art, and Evan nodded enthusiastically as well. Alan then
asked the first of two questions: “Is there enough business within
your Core Focus to meet your revenue and profit goals?”

“Yes, of course,” Vic answered right away. “Everybody wants to
solve real problems with the right technology. Some may not even
know the difference between that and what they actually buy. We
just have to do a better job of telling our story so more prospects
know they ought to be working with Swan Services.”

“I agree,” Sue said, and the rest of the team nodded.

Alan continued with question number two: “Are you doing any
work today that’s outside your Core Focus?”

“You know,” Sue thought aloud, “if we're really going to use
this Core Focus as a filter, we'll have to stop doing business with
Dynatrend Industries—"
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Alan solicited feedback from everyone around the table, and the
team quickly settled on the following 10-Year Target, which Alan
recorded on the whiteboard:

10-YEAR TARGET —-$40 MILLION IN ReVeENUE, |5% NeT ProrIT

“Gosh,” Evan said. “Now that I see just the numbers on the white-
board, it seems so cold. Shouldnt we add something qualitative?
Maybe something about being a great company or a leading provider
or something?”

“That’s the team’s call, Evan,” Alan replied. “I have clients who
do it both ways. Remember that this is just a long-range, energizing
goal. The purpose of this exercise is to get you all 100 percent on the
same page with where you're going and help everyone in the orga-
nization understand that things have to start being done differently
today if you're going to make this happen.”

“Evan,” interjected Vic, “I also worried about it being too matter-
of-fact, but I think this’ll work. I mean, $40 million and crazy profit-
able is going to do more than fire people up. It'll freak 'em out—in a
good way. You with me?”

“Sure,” said Evan, shrugging his shoulders. “If you think it doesn’t
sound like we’re overly focused on the money, I'm good.”

The clock read 4:40. Alan concluded the exercise and segued di-
rectly into the “next steps” segment by inviting someone to capture
the 10-Year Target and add it to the V/TO. Sue readily volunteered.
He then made sure everyone on the team left with a clear sense of
what needed to happen for Swan Services to stay on track between
sessions.

“Any questions on your next steps?” Alan asked. When there were
no questions, he said, “I'll see you all back here for Vision-Building
Day Two in about thirty days.”

He walked to the whiteboard, grabbed a red marker, and recorded
the following:

- FeebBACK?

- EXPECTATIONS?
. RATING-1-107
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Oeaectwves (2 Davs)

» MASTER Focus DAY Toots
« CLEAR V\sION

. CLeAR Pan

- |SSUES LIST CLEAR

Acenda (2 Davs)

* CHECK-IN

- Review Focus Day TooLs
- CoRE VALVES

- Core Focus

. \0-YEAR TARGET

. N\ARKETING STRATEGY
. 3-Year P\CcTURE

- 1-YeAR PLAN

. QuarTeRLY Rocks

. lssues List

. NexT STees

. CoNCLUDE

Alan made it clear that he expected the team to fully achieve the
four objectives by the end of the day. He also promised to review
all the work that had been done on the Core Values, Core Focus,
and 10-Year Target before moving on to answer the remaining
questions on the V/TO. Finally, he again asked the team to check
in by providing three pieces of information: bests, an update, and
expectations. After a few quiet minutes, Alan asked the “brave
one” to begin.

“Had a great weekend up at the cabin with my girls a few weeks
back,” Art volunteered. “My professional best is being here. What
happened last time was hard, but I want you all to know I'm at peace
with it and completely focused on helping Sue and the rest of the
team take Swan to the next level.”

Fileen and Sue nodded to affirm that they'd been working pro-
ductively with Art since the last session. Art shared his update and
expectations, and then Alan moved left and asked Carol to check in.
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that would be required to help Swan achieve its vision and return
some semblance of control to her life.

Alan continued by walking the team through the three steps to us-
ing his Delegate and Elevate tool.

“Step one is deciding what ‘full time’ means to you,” he explained.
“Are you at your best when you're putting in forty hours each week,
or seventy? I see successful people and companies who work both
ways, and neither is good or bad. You just have to agree what kind of
culture you have at Swan.”

“I gotta tell ya,” replied Vic, “this is never going to be a nine-to-five
shop.”

“It doesn’t have to be,” Alan responded. “Your team gets to decide
what Swan’s culture demands. But if you're a fifty-hour culture and
you're consistently putting in seventy-hour weeks, something is go-
ing to give. You must delegate and elevate twenty hours, or you will
eventually burn out.”

“Fair enough,” agreed Vic.

“When you're over capacity,” Alan continued, “step two is list-
ing everything you do during a typical week on a blank legal pad.
Record everything you do and how much time it takes. Step three is
putting everything you do into one of four quadrants on this simple
diagram.” Alan illustrated the tool.

Love/GREAT Like /Goobd

Don‘t LIKE/Good Don‘t Like/NoT Goob
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ahead and plan for delays, because busy people aren’t always going
to be available when you need them. If you plan for that, people can
occasionally let you down and you'll still complete your Rocks.”

Alan addressed all the leaders: “I realize my goal-setting philoso-
phy is different from the way it works in many companies. When we
set a goal or a Rock, we're setting it to hit it. We don’t aim for the stars
and walk away happy when we hit the mountaintops. We set ‘em
to hit 'em. So when you leave here today with goals for your 1-Year
Plan and Rocks for next quarter, walk out believing you can hit them
all. When life happens and you miss a goal, you'll look at why you
missed it, learn from it, get better, and move on. That’s the reason
that the Rock completion rate goal is 80 percent, not 100 percent.
And congratulations to Carol and Eileen for achieving it.”

Once the Rock discussion ended, Alan moved on to a quick review
of the Level 10 Meeting. He began by acknowledging the progress the
team had referenced in their check-ins. As he had a month earlier, Alan
walked through the agenda one item at a time, clearly explaining how
to properly conduct each facet of the meeting. There were fewer ques-
tions; the team was clearly getting the hang of the Level 10 Meeting.

However, Art asked a good question about the team’s low To-Do
completion rate. “Alan,” he said, “you said that the goal is to com-
plete 90 percent of the To-Dos each week, and I don'’t think we're
even close. Is that unusual?”

“Notatall,” replied Alan, “but we have to solve the issue. So lets IDS.”

After a few minutes of identifying, it became clear that the team
was confusing Rocks, To-Dos, and issues. Alan created the following
diagram on a clean section of whiteboard:

C OMPARTMENTALIZING

Goals Rocks | To-Dos \SSUES
\ YEAR 90 DAYS 7 DA\IS LonG-Term-V/TO

Srorr-Term-L10

“In business,” Alan explained, “you’re constantly being bombarded
by stuff. Your website needs a face-lift, a client calls, there’s a people
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Alan led a quick Scorecard review. The leaders saw a few oppor-
tunities to improve things, but the feedback was uniformly positive.
Everyone felt the Scorecard had started giving the team an absolute
pulse on the business. Sue and Vic both believed the sales team’s
performance had improved largely because their activities and out-
comes were being measured weekly. Eileen enjoyed watching trends
and patterns develop over the quarter. Carol claimed to “love” the
Scorecard because it connected each leader to specific goals and
forced everyone to report his or her numbers each week.

“That concludes our review of the Focus Day tools,” Alan ex-
plained. “Let’s take a quick break.”

When the team returned, Alan had cleaned up the whiteboard and
was now standing next to a section titled “Focus Day Tools.”

“We've reached a major milestone on our journey together,” he an-
nounced. “You've now mastered the Focus Day tools, and it’s time to
talk about introducing them into the organization. There’s no hurry;
soon you will decide as a team when it’s time to roll out this system to
the rest of the company and how best to do it. Right now I just want
to help you understand everything that’s involved in a system rollout.
What were once the Focus Day tools now become the foundational
tools.” Alan erased the words “Focus Day” and replaced them with
the word “Foundational.” He explained that “hitting the ceiling”

Who| Measurable Goal Weeks

1 2 3 4 5 6 7 8 9 10 1" 12 13
Sue  [New leads 36 1 4 47 17 29 24 35 41
Sue |Initial sales meetings 12 8 9 4 14 1" 15 16 13
Sue |Proposals (#) 4 2 1 3 4 2 4 5 4
Sue  |Proposals () $300K | $175K | $70K | $275K | $350K | $150K | $370K | $410K | $325K
Sue |30-day pipeline $1.5M | $1.15M | $1.05M | $1.10M | $1.25M | $1.15M | $1.05M | $1.10M | $1.25M
Sue |Contracts (#) 2 2 1 1 2 3 1 3 4
Sue |Contracts ($) $150K | $161K | $135K | $75K | $170K | $201K | $41K | $170K | $320K
Evan |Projects late 1 4 4 4 3 3 4
Evan |Projects over budget 1 2 2
Evan |Defects to clients 0 1 1 0 2 1 1
Evan |Utilization rate 80%
Carol |Cash balance $75K | $55K | $85K | $70K | $61K | $52K | $91K | $77K | $68K
Carol |A/R > 60 days <$30K | $42.5 | $42.5 | $31.0 | $26.1 | $355 | $40.5 | $34.0 | $36.4
Carol |Billing errors 0 0 1 1 0 0 1 1 0
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would now become a common term for the organization, erased it
from the list, and replaced it with “V/TO.”

FouNDATIONAL TooLS

-V/TO
. AccouNTABILITY CHART
- MEeTING Puise

- Roces
. SCORECARD

“I call these foundational tools,” Alan explained, “because mastering
them yourselves and rolling them out to the rest of the organization
lays the foundation for this system becoming the Swan Services way of
operating. It's 80 percent of the work that will result in you strengthen-
ing the Six Key Components. When you're truly running the company
on this system, everyone will be using the foundational tools. They’ll all
know where you're going and how you plan to get there, as described
in your V/TO. Everyone’s roles and responsibilities will be crystal clear,
thanks to your Accountability Chart. Level 10 Meetings, Scorecards, and
Rocks will be in place throughout the organization, helping keep ev-
eryone focused, disciplined, and accountable for doing his or her part
to help Swan Services achieve its vision. We'll decide how much of that
future state you want to bite off later today when we set Rocks. For now,
I just wanted you to understand that these five foundational tools will
ultimately be used by every person in the company.”*

After inviting questions, Alan asked FEileen to distribute updated cop-
ies of the V/TO and Vic to distribute copies of the Core Values speech.

VisioN anp Pan

“Now that we're done reviewing the tools that help create traction,” Alan
explained, “we’ll spend the rest of the day focused on clarifying Swan
Services’ vision by finishing the eight questions on the V/TO. We're
going to move through the V/TO one question at a time, signing off
on our work from last session to make sure everyone has bought in.
Let’s begin by reviewing your Core Values. Please read through Vic’s
Core Values speech, and be prepared to share your thoughts with the
team when you're done.”

*  To help your employees completely understand EOS and the foundational tools, have

them read What the Heck Is EOS? Written with my co-author, Tom Bouwer, it is a
complete guide for employees in companies running on EOS.
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THE SPEECH

Be humbly confident

* don’t be arrogant
* know your stuff
* be vulnerable; you're not perfect

Grow or die

* be more uncomfortable with the status quo than the prospect of
change
* be a maximizer (take something strong and make it superb)

Help first

» you must provide value before receiving anything

* you get out of life what you want if you help enough people get what
they want

* genuinely get a high from helping people

Do the right thing

* enter the danger
* no amount of money is worth betraying a trust
 think, “If Mom were watching...”

Do what you say

fully deliver, on time
it's okay to say “no”
take the responsibility; blame no one
finish what you start

The team quietly reviewed the speech, a single-page document
with the five Core Values listed in bold and each further described by
a few bullet points. Vic shifted nervously in his seat. He had hoped
to get feedback from the team long before this meeting but hadn’t
completed his homework assignment until late the previous evening.

When the team seemed to have finished reading, Alan said, “The
first question is do you all believe these Core Values define Swan
Services’ culture?”

Moving left around the table, Alan got a yes from each member
of the leadership team before asking his second question: “Are you
prepared to use these Core Values to hire, fire, review, reward, and
recognize people in this organization?”

“I should point out,” added Vic, “why this homework assignment
was so hard. I had to define each Core Value in a way that we'd all
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“It feels right,” Eileen replied, “but we've had some difficult con-
versations about some of the work we’re doing today.”

Alan dug a little deeper to identify the real issue. Evan and Sue
had become increasingly vocal about the need to stop doing staff-
augmentation work. Vic was warming to the idea, but Carol was ada-
mantly opposed to anything that would reduce revenues. Eileen saw
both sides of the debate clearly and wasn't ready yet to make the call.

Passion: Building a great company with great people

CORE FOCUS

Niche:  Solving real problems with the right technology

Alan quickly helped the team confirm its Core Focus; each of the
leaders felt they had nailed Swan’s sweet spot. And after a brief and
passionate debate, Eileen suggested that the question of what to do
about staff augmentation belonged on the long-term Issues List. The
team quickly agreed.

With the Core Focus discussion concluded, Alan directed the
team’s attention to the 10-Year Target on the V/TO.

10-YEAR TARGET | $40 million in revenue with 15% net profit

In the weeks since the last session, Evan had become more com-
fortable with the company’s potential. With his vocal support, the
team agreed that it remained committed to achieving its long-range,
energizing goal. Food had been delivered a few moments earlier, so
Alan dismissed the team for a quick break, and then they returned
for a working lunch. He added the following items to a clean section
of whiteboard:
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TARGET MARKET:
DEMOGRAPHIC:

GEOGRAPHIC:

PSYCHOGRAPHIC:

THREE UNIQUES *

l
2.
3

Proven Process: /N

GUARANTEE: Y/N

The session resumed with the next question on the V/TO: “What
is your Marketing Strategy?”

“Really nailing your Marketing Strategy,” Alan began, “will help
this team overcome the number-one problem faced by small busi-
nesses: trying to reach a huge audience with few resources. This will
create laser focus for your sales and marketing efforts and help you
win more of the right kind of business. You'll spend all your time
connecting with the right potential clients or customers, and you’ll
communicate with them in a consistent, effective way.”

Alan introduced the four parts of the Marketing Strategy. The first
part, the target market, was a clear definition of Swan’ ideal pros-
pects—those companies most likely to become the best long-term,
highly valued clients. The last three items—three uniques, the prov-
en process, and the guarantee—would make up Swan’s marketing
message to those ideal prospects.

“Today we’re going to complete the first two parts of your Marketing
Strategy,” Alan explained, “the target market and three uniques. With
both the proven process and the guarantee, we just need a yes or no.
If you believe creating them will help you win more business, we’ll
add them to your Issues List, and—at some point—they’ll make for
great quarterly Rocks.”
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is about where we spend our proactive sales and marketing energy.
Right, Alan?”

“That’s right,” replied Alan. “If you focus your proactive marketing
and sales efforts within this market and you get a lead from outside,
win the business if it fits.”

“Right,” Eileen agreed. “I'd rather see you and your team connect
with all the ideal prospects in Minnesota and the upper Midwest be-
fore we waste time elsewhere.”

Sue thought for a moment, contemplating Art and Eileen’s point.

“What does the upper Midwest mean to you, Eileen?” Alan asked.

“Minnesota and the five contiguous states,” she replied. “Plus the
northern half of Illinois—we've done enough business in Chicago to
focus some energy there.”

“Are there enough ideal prospects in those seven states to keep Art
and your sales teams busy for a while, Sue?” asked Alan.

“Yes,” she said. “We could easily hit $40 million in those seven
states. Plus, focusing on this market will reduce the breadth and
complexity of our sales and marketing efforts. It'll eliminate time
zone issues, long flights, and big expense reports. We have a better
chance of developing long-term relationships close to home. Maybe
we can even stop attending trade shows—they're so expensive and
disruptive.”

With the geographic profile resolved, Alan answered a few more
questions before asking the team to weigh in on the target market
defined on the whiteboard:

TARGET MARKET:

DEMOGRAPHIC: T DRecTorS 0R CFOs AT TECHNOLOGY-
DEPENDENT COMPANIES (HEALTH CARE,
FINANCIAL SERVICES, EDUCATION)
WITH REVENUE > $100 MiLLION

GEOGRAPHIC: HeADQUARTERED IN UPPER MIDWEST

P SYCHOGRAPHIC: COMFORTABLE LO0OKING QUTSIDE THE
ComPANY TO SOLVE TECHNOLOGY
ProgLEMS, WANT A LoNG- TERM
RELATIONSHIP WITH A STRATEGIC
PARTNER, NOT A LOW-COST
VENDOR
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“Now that youve defined your ideal customer and you're clear on
your target market,” Alan continued, “you can run the whole world
through this filter, and out will pop the name, phone number, and email
address of all your ideal prospects. Of course, it's more complicated than
that, but with this tool you can begin building ‘The List’ and then focus
all of your marketing and sales efforts on it. Everyone clear?”

With the target market properly defined, Alan asked Eileen to cap-
ture the work on the V/TO and moved on to the three uniques.

“Imagine Swan Services lined up against ten of your competitors,”
he said. “You're speaking with someone from your target market—
an ideal prospect that wants to know exactly why you're different
and better than those other companies. You need to come up with
three things you're doing that—together—make you the best choice
for your ideal prospect. Perhaps all ten of your competitors can say
they’re doing one of them, and a small handful can claim to be doing
two, but nobody else can say they’re doing all three. These are quali-
ties that make you uniquely valuable to your target market.”

Alan gave the team three quiet minutes to list potential uniques,
invited the leaders to read their lists, and recorded them on the
whiteboard:

ReaL PeoPLE

ProBLEM SOLVERS

EASY ToWORK WiTH

Do WHAT WE SAY

TECHNOLOGY EXPERTS

Focused ON LoNG-TeErm RELATIONSHIPS

WE UNDERSTAND BusiNEss AM) TECHNOLOGY

ResponsSIVE
GREAT |USTENERS

With another Keep, Kill, and Combine exercise and some healthy
debate, the team pared down the list and agreed on three items:
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1. WE'Re REAL PeorLe Who CARE

2. WE'RE Experts IN UsING TECHNOLOGY
To SoVE BusINESS PROBLEMS

3. WE Do WHAT WE Say

Alan went around the table. Each leader agreed that these three
uniques perfectly described the reasons Swan was different from and
better than the competition and why theyd been able to retain their
best clients. That prompted Vic to wonder aloud about the reason
Swan had begun losing clients.

“Maybe we're struggling because we've gotten away from the deliv-
ering on these three uniques,” he suggested.

The team agreed, acknowledging how much more difficult that
had become as they'd grown. Sue volunteered to own the homework
assignment—wordsmithing the three uniques—and asked Art for
his help.

“Now that your three uniques are defined,” Alan continued, “they
should become the common thread running through all your sales
and marketing efforts. Your sales team should use them every single
time they're asked, ‘Why Swan Services?’ The three uniques should
appear on your website, your sales collateral—you name it.”

“I can really see this helping,” said Art enthusiastically. “It'll help us
produce clearer, more powerful stuff. And with fewer questions to ask
about the message, it'll happen more quickly and affordably as well.”

With that settled, Alan defined the next part of Marketing Strategy.

“Your proven process is a one-page visual that illustrates the life of
the relationship you have with your clients,” he explained, “from the
moment they start speaking with you about doing business through
the time they’re a longtime, satisfied client. This will help prospective
clients understand that you have a carefully defined, replicable way
of taking care of them. By illustrating your proven process on a single
page rather than a wordy brochure or a twenty-slide PowerPoint pre-
sentation, you show them how things work rather than telling them
how they work. It'll quickly and clearly differentiate you as a com-
pany that has a proven way of taking care of its clients and give po-
tential clients peace of mind. They’ll feel like they’re in good hands if
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companies: “delivered in thirty minutes or it’s free” from pizza res-
taurants, “free loaners” at collision shops, and “no waiting” in a hos-
pital emergency room.

A quick debate ensued. Evan and Carol strongly opposed a guar-
antee, citing the financial risk and uncertainty inherent in managing
technology projects. Vic and Sue loved it.

“One of our three uniques is ‘we do what we say,” Vic explained.
“Without a guarantee to explain what happens when we don't, that’s
a pretty hollow claim.”

In the end, Eileen admitted she wasn't fully committed to a guar-
antee and didn’t know exactly what it would be if Swan had one. But
she agreed the idea was a good one and suggested “Guarantee?” be
added to the Issues List and decided on another day.

With all the questions answered, Alan wrapped up the Marketing
Strategy exercise by making sure that Sue and Vic were clear on their
homework assignments and dismissed the group for another five-
minute break. The whiteboard summed up the discussion:

TARGET MARKET:

DEMOGRAPHIC: (T DRECTORS OR CFOs AT TECHNOLOGY-
DEPENDENT COMPANIES (HEALTH CARE,
FINANCIAL SERVICES, EDUCATION)
WITH REVENUE > $100 MiLLION

GEOGRAPHIC: HeAQUARTERED IN UPPER MIDWEST

PSYCHOGRAPHIC: CoMFORTABLE L00KING QUTSIDE THE
ComPANY TO SOLVE TECHNOLOGY
ProgLEMS, WANT A LoNG- TERM
RELATIONSHIP WITH A STRATEGIC
PARTNER, NOT A LOW-COST
VENDOR

TaReE UNIQUES:

1. WEe'Re REAL PeorLe Who CARE

2. WE'Re Experts N Usine TEcHNOLOGY
7o SoLvE BusINESs PROBLEMS

3. WE Do WHAT WE SaY
ProvEN PROCESS: YES

GUARANTEE®
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He explained that the measurable from the 3-Year Picture and
other sections of the V/TO represented the team’s goal for scope or
size other than revenues. He illustrated the concept by explaining
that a widget maker would count number of widgets, a registered
investment adviser might measure assets under management, and a
property management company might measure number of units or
square feet.

After a brief discussion, the team decided it should measure the
number of “major projects” it completed in a year. Alan helped the
team define “major projects” as those accounting for $100,000 or
more in revenue, and the leaders agreed that, with a goal of $11 mil-
lion, it ought to complete fifty major projects.

“Thats crazy!” Evan exclaimed. “We’ll do twenty this year if we're
lucky!”

“Crazy is too strong a word,” said Eileen, smiling confidently. “But
we are talking about a major change. We're here because we all know
that we’ll never achieve our vision by doing things the way we've
always done them. Today’s the day all of us must commit to driving
that change—to creating a vastly different company in three short
years. You have to believe we will be marketing to new prospects,
we will be selling differently, we will be executing better in opera-
tions, and we will be running a better business, or we’ll never get
there. If you're all on board with achieving this vision—including
you, Evan—I know we can get there.”

Alan nodded, indicating that he agreed with Eileen’s description
of the journey that lay ahead. He then pointed to the details recorded
on the board.

3-YeAr PicTure:

FuTure DaTE: 12/31/20%X
REVENUE: $11m
PromT: 10% ($14m)

MEASURABLE: 50 PRoTECTS @ $100K+

“With these goals in mind,” Alan explained, “it’s time to paint
a clear picture of what Swan Services will look like in three years.
How many employees do you have? Are there any changes on the
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3-YeArR PicTURE:

FuTuRe DaTE: 12/31/20XX

REVENUE: $11m

PronT: 10% ($14m)

NMEASURABLE: 50 PROTECTS @ $100K+
* 60 RPRS

. THRWING CULTURE

. STRONG Saes Team OF 8 Peopee

. New Saes OFFICE IN 1 OR MoRre MAJOR MARKETS

- AL CoRe PROCESSES DOCOMENTED, SwPLIFIED AND FBA
- New CompaNY HQ

« INTERNAL I T SEAT

- HR Seat

. DEVELOPER/ BA/PM/ RECRUTING ProCESS WORKING
- 407 RECURRING REVENVES

“What I ask you to do next may feel a little silly, but there is a
method to my madness. Please sit back in your chairs, get comfort-
able, and close your eyes,” he began, waiting for everyone to reluc-
tantly comply. “Fast-forward two years and nine months. You've just
finished a terrific year, achieving $11 million in revenues with a 10
percent net profit. You completed fifty $100,000 projects. You have
sixty right people in the right seats...” Alan read the rest of the list
aloud and finished with an important question: “Do you see it? I
need a verbal ‘yes’ from all of you. If there’s something on the list you
don't really see, speak up now. Don't just say yes to agree. So, do you
see it? Because you are the team that needs to make it happen.”

“Ab-so-lutely!” exclaimed Vic in an exaggerated fashion. “It’s so
clear I can taste it!”

Alan smiled and turned to Eileen.

“Well, I can’t quite taste it,” she replied in jest. “But I do want it, and
I think it's doable if we work together. For the first time, I actually think
we can work together to achieve a common vision. So yes, I can see it.”

“I'm excited,” added Art, sitting to Eileen’s left. “It’s cool to see this
team really come together. I think we can do it, and I'm eager to be
part of it.”

“I see it,” said Carol quietly. “I'm not all misty-eyed about it, but I
can see it.”
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Evan and Sue also agreed, each of them professing excitement and
optimism. Alan concluded the exercise by asking Eileen to capture
the details from the whiteboard and transfer them to Swan’s V/TO. He
then moved to the next item on the agenda, the 1-Year Plan.

“With your 3-Year Picture in clear focus,” Alan continued, “we can
now do much better one-year planning. I realize there are only nine
months left in the year, but your future date ought to be tied to your
calendar or fiscal year. It’s the cleanest, simplest way to think about
your year and your quarters as a team and as a company. Let’s begin
by agreeing on our revenue goal for the year. We talked about this
earlier. Is someone ready to predict revenues through December 31?”

“Fileen said it was somewhere between $7 million and $7.25 mil-
lion,” said Evan. “I'm inclined to pick one of those numbers.”

“Agreed,” said Fileen. “I'd leave it up to Sue. Can we get to seven
and a quarter?”

If Sue had been asked this question a month ago, the answer would
have been no. But she'd been hitting her stride as the leader of the
sales team; Vic had started letting go while being helpful and very
productive in his own right; and, with the exception of Natalie, the
sales team seemed to be picking up steam.

“I think we can,” she replied. “It won't be easy, but unless Vic
thinks I'm overconfident or crazy, I'll commit to making it happen.”

“You think I'm going to talk you out of a big number?” Vic asked
incredulously.

Sue laughed, and the rest of the team joined in. Alan recorded the
revenue prediction on the whiteboard and walked the team through
the remaining numbers, quickly agreeing on the following totals for
the year:

1-YeAR PLan:

FuTURE DATE: 12/31/20XX
REVENUE: §7.25m
Prom\T: 59

MEASURABLE: 20 PROTECTS @ $100K+



VisioN PAaRT 2 183

“I'd like us to document the Core Processes,” Carol suggested next.

Evan, Sue, and Eileen acknowledged having the same item on their
lists, so the team quickly agreed to add a fifth priority. Several other
suggestions were made, but the team concluded that accomplishing
those five priorities would make for a very full and productive nine
months. Alan concluded the exercise by reviewing the work and se-
curing a verbal commitment to the 1-Year Plan from each leader.

1-YeAR PLan:

FuTuRE DaTE: 12/31/20%X

REVENUE: $7.25m

Prom\T: 5%

MEASURABLE: 20 PROTECTS @ $100K+

« |MPLEMENT EOS
. Saes Team RPRS
. |MPLEMENT MARKETING STRATEGY

- Hire Ops Leader (RPRS)
- CoRE PROCESSES DOCOMENTED SwPLIFIED AN FBA

“With your 1-Year Plan complete,” Alan began after a quick break,
“we can now move to the next section of the V/TO—quarterly Rocks.
Looking at your 1-Year Plan and the Issues List, write down what you
believe are the company’s priorities for the next ninety days. What
roadblocks do you want to eliminate? What ideas and opportunities
must you pursue? Rack your brains, get it all on paper, and we’ll
build the list.”

When everyone had finished, Alan again led the team through the
pure approach to setting Rocks. He recorded each potential Rock
on the whiteboard as each leader read through his or her list. To
the team’s surprise, today’s list was appreciably shorter than the one
compiled on the Focus Day. This time there were only eighteen po-
tential Rocks.

Once again, Alan led them through Keep, Kill, and Combine. After
the first pass, the team had narrowed the list to ten potential com-
pany Rocks:
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* Focus ON TARGET MARKET

- Pysuish PROVEN ProcESS

. NaTape: RPRS?

. MORE/BETTER LEADS

-Crose Tureg "A" Deaws

* INTRODUCE OPERATING SYsTEM
- DocwmeNt CORE PROCESSES

- Fiwe Ops LEADER SeaT
‘Derine HR/IT Seats

- Acauire ProsecT MANAGEMENT SOFTWARE

“Time to get laser-focused,” Alan urged the leaders. “Let’s take an-
other pass. If we come to something that’s not a life-or-death priority
for the quarter, we have to Kill it. Remember, it'’s not going away—it’s
either going to be someone’s individual Rock or we’ll transfer it to the
Issues List and tackle it in a later quarter.”

With those words of guidance and encouragement, the team was
quickly able to trim the list to six company Rocks. Before helping
the team make them SMART, Alan reminded everyone that Rocks are
always due at Quarterly Sessions. He then helped establish Swan’s
quarterly Meeting Pulse.

“As you see from my proven process,” he explained, “we’ll meet
four times each year—three times for one-day Quarterly Sessions
and once for a two-day Annual Planning Session. I'll help you run
those meetings for as long as you need me, and then you’ll graduate
and run them on your own. So for today the question is when does
this team want to complete its 1-Year Plan for next year?”

After a brief discussion, the team decided to conduct its Annual
Planning Session each December so that Swan’s plan for the next year
could be rolled out to the company before January 1. From there,
the leaders drew the natural conclusion that its Quarterly Sessions
should occur in March, June, and September each year.

“That means we should schedule your next session for sometime
in mid- to late June,” he concluded. “Does that sound right?”
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QuarTerRLY Rocks:

FuTuRE DaTE: 6/24/xx
REVENUE: 435m
PRORT: 5%

MEASURABLE: 8 PROTECTS @ $100K+

1. Focus SaLEs AND MaRkeTING oN TARGET MaRkeT  Sue

2. SALEs Rer RPRS (NaTane 0R HIRe New?) Sue

3. Crose Turee "A” Deaws See

4. RoLL OuT EOS FounDATIDNAL TooLs E\LeeN
5 FuwL OPS LerdER SeaT E\LEEN
G |IMPLEMENT PRovecT MANAGEMENT SOFTWARE Evan

“Once you've defined your company Rocks,” Alan explained, “you
can add individual Rocks. Remember, three to seven Rocks is the
rule—ideally closer to three. So what are the most important things
you must get done—as an individual—this quarter? Look through
this list of Killed potential Rocks and the Issues List, and record your
own SMART Rocks for the quarter.”

Sue ended up with five Rocks, picking up “publish proven pro-
cess” and “complete account plans for twenty clients.” Vic agreed to
help Sue with her Rocks and complete two of his own Rocks: “build
a ‘key relationship’ list and a plan to strengthen them” and “create an
industry event plan for next year.”

Eileen agreed to finish one of her Rocks from the Focus Day—
“‘complete credit line renewals.”

Still stung by Evan’s failure to help her complete her company
Rock from the Focus Day, Carol had resisted ownership of the “proj-
ect management software” Rock so strenuously that Evan ended up
taking it. However, when asked for her individual Rocks, she quickly
read down a list of departmental objectives—“produce monthly in-
come statements within two weeks, reduce invoice defects to zero,
and draft capital expenditure budget for next fiscal year.”

“T'll just take the one Rock,” Evan said when Alan turned his way.
He had clearly learned his lesson from the last quarter.

“What about the Rocks you didnt get done last quarter?” Carol
asked him immediately. “Did you want to finish any of those?”

Evan could feel himself getting angry but managed to keep his
composure. He was about to defend himself when Eileen jumped in.
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Components of their business. He had drawn the following diagram

on the whiteboard.

0%

| 100%

VISION

- 8 QUesTIoNS
~SHARED BY AL

PeopLe

-RighT Peorie
~RIGHT SEATS

DaTA
_~SCORECARD
—MEeASURABLES

Process

— DoCUMENTED
- FoLl.oweb BY ALL

TrACTION

-ROCKS
~MEETING PULSE

| SSUES

~Issves LisT
-1DS

“When you become 80 percent strong or better in each of these
Components,” he said, “you’ll be running a truly great organization.
As you may remember, the journey we've embarked on to achieve
that goal works like this.” He pointed to a diagram of his proven pro-
cess on the whiteboard.

-

Qtr
~ 7 R
Vision Vision
focus Day [—g] Building [—sf Building [—o atr
[ bay | DABZ \

Z Day Annual
'
Planning
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“You are here,” Alan said, pointing to the diagram. “At this stage
of our journey together, our relationship is all about execution.” He
then walked the team through the objectives and agenda:

OBJECTIVES

CLERR V\SI0N
CLear PLan (SAME PheE)

ResoweE AL KeY |ssues

AGENDA

CHECK-IN
Review Q2
V/TO

SeET Q3 Rowks

DS
NexT Stees
C oNCLUDE

“Quarterly Sessions help you create that ninety-day world we've
been talking about,” Alan explained. “You've been working hard in
the business for the last ninety days. If you're normal, that means
you're starting to fray, you're stuck in the tall grass. Things have be-
come less clear and more complex; you may be getting frustrated
with one another. This is our chance to pull it all together and get
back on the same page. Today we're going to spend the day working
on the business. We'll look back on the last ninety days and see how
everyone did. We'll recheck your vision and make sure everyone’s
on the same page with where you're going and how you plan to get
there. And we’ll make your plan for next quarter crystal clear by set-
ting Rocks. Finally, we'll spend the remainder of the day solving all
the key issues with IDS.”

Alan then asked the team to check in with bests, an update, and
expectations.

Sue went first: “My personal best was a great trip to Napa Valley
with Roger. The professional best has to be completing the ‘three “A”
deals’ Rock.”

Vic clapped loudly, and the team joined in. Sue smiled and
continued.
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“Well, T got started early, stayed on task, and got plenty of help
from the team,” Eileen replied. “It wasn’t easy.”

“Next we'll review your financial metrics and key measurable,”
Alan continued after the Rocks discussion concluded. “With six days
left in the quarter, are you on track to hit your numbers for Q2?”

“With Carol gone we’re not quite as up-to-date with billing,” Fileen
admitted. “But I'd say we’ll fall a little short of the revenue goal and
hit our other two numbers.”

“Can you get the revenue number back on track before year-end?”
Alan asked.

“You bet,” replied Sue. “I wasn’t very confident until we booked
the third A deal this quarter as part of my Rock. That helped a lot,
and the sales pipeline also looks promising. So right now I really feel
like we'’re right on pace to hit the annual numbers.”

“Terrific,” Alan replied. “So all things considered, how would each
of you grade this last ninety days? Howd this team do running the
organization? Share a letter grade for the quarter.”

“A plus,” said Vic right away. “This was an awesome ninety days.
We dealt with two difficult people issues. We're humming along in
sales. We've gotten our numbers back on track. Tom’s a great find,
and Evan’s done a terrific job of helping with the transition. We may
have completed only 63 percent of our Rocks, but we're getting much
better at predicting and prioritizing. So A plus.”

“Thank you, Vic,” replied Alan.

The others weren't as enthusiastic, with Sue giving a B and Eileen
a B minus, but all agreed that measurable progress had been made.

After a short break, Alan asked Fileen to distribute completed cop-
ies of the V/TO.

“The next agenda item,” Alan continued, “is reviewing the V/TO
one section at a time. We need to make sure we’re 100 percent on the
same page with where you're going and how you plan to get there.”

1. Be humbly confident
2. Grow or die

CORE VALUES | 3. Help first

4. Do the right thing

5. Do what you say
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“I sure wish youd have shared this with me before today,” Tom
said to Sue, frustrated at how she'd called out one of his employees.
He had always dealt with people issues behind closed doors—and
certainly not with the company owners looking on!

“I'm sorry, Tom,” replied Sue sincerely. “I didn’t mention Debbie
before because it never dawned on me that she might be a wrong per-
son or in the wrong seat until just now. She might be above the bar; I
just think it's worth a closer look. Isn’t that the way it works, Alan?”

He agreed and helped Tom understand.

“Every quarter there’s going to be at least one people issue,” Alan
explained. “In this environment they just hit you, and the right way
to resolve those issues is to get them on the list and IDS them later
in the day.”

Tom apologized for getting defensive, and the exercise continued.
The team identified five people issues that were added to the list and
concluded the Core Values discussion. Alan then moved on to review
Swan’s Core Focus, which the leaders quickly agreed had been ac-
curately defined.

Passion: Building a great company with great people

CORE FOCUS

Niche:  Solving real problems with the right technology

“With agreement on your Core Focus,” Alan explained, “the next
step is making sure all of Swan’s people, processes, and systems are
aligned to drive the Core Focus with absolute consistency. Are you
using your Core Focus as a filter? Is it helping you stay focused? Are
you using it to distinguish between opportunities within your sweet
spot and shiny stuff?”

A few members of the team nodded, but Tom shifted uncomfort-
ably in his chair and glanced nervously around the room. Alan and
Fileen picked up on that right away.

“Open and honest, Tom,” Eileen prompted him, beating Alan to
the punch.

“Well,” Tom responded carefully, “I can see there’s a question of
whether staff augmentation falls within the Core Focus on the Issues
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List already, so I'm not sure if this needs to be brought up. But I have
some question as to whether we're still actively selling staff-aug work
and other stuff that doesn’t fit. Are we selling only projects that let us
solve real problems with the right technology, or are we bidding on
anything we can get our hands on?”

“What deals do you mean, Tom?” asked Sue. It was her turn to get
defensive.

“Just a couple of them, Sue,” Tom clarified. “The Century Bank
proposal Evan worked on with Troy comes to mind. And Natalie
wanted to propose some outdated technology for Argosy Industries
because she'd been told thats what it would take to get the deal.
Remember, you and I talked about that?”

“Yes,” she agreed, “but we dealt with that. I think we'’re being pret-
ty good about staying within our Core Focus.”

“Pretty good?” Eileen asked.

“Well, yeah,” Sue replied. “I mean, we're all out there fighting
hard to uncover every opportunity we can. We've got very aggres-
sive goals, and the team is under a tremendous amount of pressure. I
actually like the fact that the team’s pushing the envelope and trying
everything they can to win more business.”

“Me, too,” said Vic. “Our problem is not a sales team that’s too
aggressive!”

“I didn’t say that,” Tom replied, backing off. “Alan asked if we were
using the Core Focus as a filter. Eileen asked me to be open and hon-
est, so I answered his question based on my observations over the
last few weeks. I certainly didn’t mean to ruffle any feathers, but I do
think it’s an issue.”

Alan recorded “Selling outside the Core Focus” on the Issues List,
and the Core Focus discussion drew to a close. He then moved to a
quick review of the 10-Year Target, with the team quickly confirming
its commitment to achieving that long-range, energizing goal.

10-YEAR TARGET | $40 million in revenue with 15% net profit

“Frankly,” explained Tom as the discussion concluded, “this is
why I'm here. We were standing still at Sensi-Tech, and I'd always
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dreamed of being part of a team that’s building something special. So
when I saw Swan’s vision, it really excited me. And when I look at the
V/TO, that's what I look at first. It still fires me up every time I do it.”

Fileen smiled broadly. In one comment, Tom had reminded her
how fortunate Swan had been to find him and how useful the V/TO
would be in clarifying Swan’s vision for current and potential em-
ployees. After allowing Tom’s comments to settle, Alan moved on to
Marketing Strategy.

Target Market/“The List”:
IT Directors or CFOs at technology-dependent companies (financial services, health care,
education, government) with more than $100 million in revenues that are:

¢ Headquartered in the upper Midwest

*  Comfortable looking outside the organization to solve technology problems

¢ Want a long-term relationship with a strategic partner, not a low-cost vendor

MARKETING
STRATEGY

Three Uniques:

1. We're real people who care
2. We're experts at using technology to solve business problems
3. We do what we say

Proven Process:

Guarantee:

Alan began by reading the target market—a description of Swan’s
ideal prospects—exactly as it had been recorded on the V/TO. The
team agreed that the demographic, geographic, and psychographic
profiles were “right on.”

“Have you compiled ‘The List’?” asked Alan. “Have you passed the
whole world of prospective clients through a filter and focused all
your sales and marketing efforts on those prospects?”

“Yes,” Sue replied. “That was my Rock. We're still working to qualify
leads from that list. The companies we're calling on fit the demograph-
ic and geographic profile, but we have to ask them a few questions
before we can tell whether they match our psychographic profile.”

“If they don’t, do you take them off the list?” asked Tom.

“Yes,” Sue said. “We actually had a spirited debate about that in a
sales department Level 10 Meeting. Frankly, most of us are so thrilled
when someone actually answers the phone or returns our call that
we have a hard time taking them off the list. But in the end the team
agreed that five pleasant conversations with prospects who will never
become clients is a less effective use of time than connecting with one
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Alan added “Using Three Uniques as Common Thread?” to the
Issues List. With that, he directed the team’s attention to the third part
of Marketing Strategy, the proven process.

“Sue, publishing the proven process was one of the Rocks you didn’t
get done last quarter, right?” Alan asked.

“Right,” admitted Sue. “I made some progress and plan to make it
a Q3 Rock.”

‘And the guarantee?” asked Alan about the fourth part of the
Marketing Strategy.

“That’s on the Issues List—it's not the highest priority right now,”
Sue answered.

After making sure the team was on the same page with the Marketing
Strategy, Alan moved on. ‘At this point, we now know who we are with
our Core Values, what we are with the Core Focus, where we’re going with
the 10-Year Target, and how we're going to get there with our Marketing
Strategy,” he summarized. “We now move forward to paint a clear picture
of what Swan Services is going to look like in three short years.”

3-YEAR PICTURE

Future Date: December 31, 20XX
Revenue: $11 million

Profit: 10%

Measurables: 50 projects @ $100K+

What Does It Look Like?

* 60 RPRS

* Thriving culture

« Strong sales team of 8 people

* New sales office in 1 or more major markets
* New company HQ

* Internal IT seat RPRS

* HR seat RPRS

* Developer/BA/PM recruiting process working
* 40% recurring revenues
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1-YEAR PLAN

Future Date: December 31, 20XX
Revenue: $7.25 million

Profit: 5%

Measurables: 20 projects @ $100K+

Goals for the Year:

-

.|Implement EOS

N

.|Sales team RPRS

w

.|Implement marketing strategy

S

.|Hire ops leader RPRS

Core Processes documented, simplified and
followed by all

o

“Can you get the goal back on track with some concerted effort
between now and the end of the year?” asked Alan.

“I think so,” replied Eileen, who had raised the issue. “I'd hoped to
have more done by now, but with Tom coming on board and Carol’s
exit, it just hasn’t happened.”

“Okay, let's capture that as an issue so we're all reminded that we
may need to take action this quarter to get it back on track,” Alan
replied, recording “Core Process Goal Off Track” on the Issues List.
“Now that you're 100 percent on the same page with your 1-Year Plan,
that should lead and guide all of our Rock setting, decision making,
and issues solving for the rest of the day. We've already reviewed your
Rocks, so the last thing that requires attention is your Issues List.”

Alan motioned toward the whiteboard. “I've recorded these carry-
over issues from your last session on the board,” he continued. (See
V/TO Issues List on page 217.) “But let’s take a quick minute to clean
them up. I'll read each issue one at a time. If you've solved it in the
last ninety days or it’s gone away for any reason, just say, ‘off, and T'll
erase it. ‘On’ means it’s still an issue, and I'll leave it on the list.”
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ISSUES LIST

—_

.|Billing accuracy

N

.| Scorecards and measurables for all

w

.|Sue - enough time?

S

.|Guarantee?

(S,

.| Define HR seat

(=2}

.| Define IT seat

-

.|Next gen technology

Alan worked through the list quickly, cleaning up several issues
along the way.

“With our review of your V/TO done,” Alan explained, “it’s time
to build today’s Issues List. Please take five quiet minutes to record
all your obstacles, frustrations, ideas, questions, and unrealized op-
portunities—just get it out of your heads and onto the page. Clear
your mind.”

While the team thought and wrote down additional issues, Alan
added a handful of new issues from the check-in and V/TO review
that hadn’t already been added to the list on the whiteboard.

Sue volunteered to start, and Alan moved around the table until
the Issues List was complete. There were a total of thirty-two issues
for the Quarterly Session:
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MeasuRe UTWLIZATION
StarF AV N CoRE Focus?
NaTane RPRS

Ops ScorecARD NUMBERS
BiwaNe AccURALY
CaroL's EuT-BILEEN IN 2 SEATS
RAJ-RPRS

Bi- RPRS

KeLw-RPRS
Jennrer-RPRS
Deese(AM-RPRS

\is1oN SHARED BY ALL

TRAVEL ExXPENSES

SewiNG Oursib THE Core Focus
Sue- EnoveH TiME?

SaLEs ProCESS

UsING 3 UNIQUES As ComMoN THREAD?
Pususn Proven PRocess
GUARANTEE ?

Art/Firm - RPRS

ProsECT MANAGEMENT PROCESS
SALES-TO- OPs HANDOFF
EstimaTiNG PROCESS

Deeme HR Sent

CommunicATING Core VALUES

Core Process GoaL OreTRACK
SCORECARDS & MEASURABLES FOR ALL
Houpray PreTY

DerwmEe (T SeAT

Cuent SATISFACTION
UPGRADING HARDW ARE
NEXT GEN TECHNOLOGY

“Let’s take a quick break,” Alan said when the list was complete.
“When we return, we’ll do one of the toughest things you'll ever do
in this process: set these issues aside for a while. We've got some big-
ger fish to fry right now. But remember, ultimately our goal is to solve
all the key issues before you leave today.”

QL UARTERLY Rocks

“With your vision clear and Issues List complete,” Alan said after the
break, “it’s time to set Q3 Rocks. Look at your 1-Year Plan and your
Issues List, and compile a list of the three to seven essential priorities
you think the company needs to accomplish in the next ninety days.
Company Rocks first, individual Rocks second.”

After each leader had recorded his or her list, Alan moved left

around the conference table, recording thirteen potential company
Rocks as he went:
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DocuMeNT SALES PRocEss
Pususn ProveN Process
GUARANTEE ?

SaLes Tean: RPRS

H\Re CFO
MEASURE UTILVZATION

MEASURE CuUENT SATISEACTION
DocuMENT Prosect MANAGEMENT Process
Ops DepARTMENT: RPRS

SaLesTo-Ops HANDOFF

EstimaTiNG PROCESS

SCOoRECARDS € MEASURABLES FOR ALL

Event PiaN FOR NEXT YEAR

After three passes of Keep, Kill, and Combine to prioritize poten-
tial Rocks, the team settled on the following list:

DocuMEeNT SaLeS ProcEss
Pususn ProveN Process

H\re CFO
MEeASURE UTILIZATION/CLENT SATISEACTION

DocuMeNT Prosect MANAGEMENT Process

Stepping to a section of the whiteboard he had prepared for Swan’s
Q3 Rock Sheet, Alan then helped the team determine the future date
for these goals by scheduling its next Quarterly Session. He tasked
Fileen to predict the Q3 goals for revenue, profit, and measurables.
Then, one at a time, he helped the team write SMART Rocks, result-
ing in the following summary:
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03 Rocks:

FUTURE DATE: 9/23/KX
REVENUE: $5.25m
Prom\T: 5%

MEASURABLE: |3 PROTECTS @ $100K+

/. DOCOMENT AND |MPLEMENT SALES PROCESS Sue
2. DeFINE AND PuBLISH SWANS ProveN Process Sue
3.Hire CFO (RPRS) Eieen
4 Compete OPs DEPARTMENT SCORECARD Tom

(W/UTILZATION AND CLIENT SKTISFACTION)
5. REFINE AND |MPLEMENT PROJECT MANAGEMENT PROCESS — Tom

The process of prioritizing and writing Rocks involved several in-
teresting discussions. Sue lobbied hard to get Swan’s guarantee on the
company Rock Sheet, but Eileen felt strongly that a decision about
guarantees would best be made after Swan had found its new CFO.
Tom argued for “getting a handle on the operations department” as a
critical company priority this quarter. He wanted to keep everything
on the list, but Alan and the team helped him settle on a few key
priorities.

The most interesting discussion occurred during the writing of
Fileen’s CFO hiring Rock. She'd suggested “Hire CFO (RPRS),” just
as she had written the ops leader Rock last quarter.

“Do you really think you can hire the ideal CFO in three months?”
Vic challenged. “What if we can’t find the right person?”

“Great question, Vic,” Alan offered. “Leadership team hires often
take my other clients more than one quarter. It’s hit or miss: some-
times you find a great fit like Tom in your network; other times you
search high and low and still can’t find the right person for a while—
at times for an entire year. Keep that in mind as you write this Rock.”

A brief debate ensued. On the one hand, Eileen and Swan really
needed a new CFO in the next ninety days. She intended to get this
Rock done, but she knew that finding the right person might be dif-
ficult. Maybe she should take the safe route and write the Rock in
such a way that it might still be “done” if she conducted a thorough
search and remained unable to fill the seat.
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“Love it,” Vic replied. “I'll write down develop and implement plan to
get the vision shared by all.”

“Perfect,” replied Fileen.

With the Rock-setting exercise complete, Fileen asked each leader
to email his or her individual Rocks to her by Friday, as she planned to
complete the Q3 Rock Sheet before the next Level 10 Meeting. Before
moving on, Alan had one last order of business—cleaning up the poten-
tial Rocks and issues from the whiteboard.

He went through the potential Rocks, erasing everything that had
been taken as or combined into a company or individual Rock for the
quarter. That left “estimating process” and “Scorecards and measurables
for all” as issues. Finally, Alan cleaned up the Issues List, killing any-
thing that had been resolved or would be solved when the Q3 Rocks
were completed. The following issues remained:

Stare AV W CoRE Focus? Sewe OursnE TE Core Focus
RBiwNe AccURALY MEASURING “A" DEALS
RaJ-RPRS Sue- ENoveH TiME?

B~ RPRS GUARANTEE ?

Kewy-RPRS Art/Frm - RPRS
JenniFER-RPRS UsING 3 UNiQUES As CommoN THREAD?
Deese(AM-RPRS EstimaTiNG PROCESS

CoRre Proess Goar OrrTRACK Deeme HR Sent

SCORECARDS & MEASURABLES FoR ALL Derme \T SeaT

Houbhay Party UPGRADING HARDW ARE
TRAVEL ExXPENSES NExT GEN TECHNOLOGY

“We now have almost four full hours to solve all your key issues,”
Alan said. “This is the moment I've been waiting for—to see you in
your natural habitat of solving issues.”

The leaders chuckled and took a quick break, looking forward to
their first quarterly issues-solving session. Eileen was eager to watch
Alan facilitate IDS. She felt sure the experience would make her bet-
ter during the Level 10 Meetings. And with Sue and Tom holding de-
partmental Level 10s, she believed it would be good for them as well.

Tom’s head was swimming. In one day with Alan and the rest of
the Swan team, he'd already spent more time working on the business
than in his last year at Sensi-Tech. He began to understand why he
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Alan began writing on a clean section of whiteboard as he continued.

StepL Stepr2 Ster3
HR H Sates Process —_—
MK H—
YT S = The
.0Ps
.0Ps Ji o — Swan
o —— | R Way
*Acce 1 .
.Cust SAT 0 ——

“Step one in the Three-Step Process Documenter is simply getting
you all on the same page with what your handful of Core Processes
are and with what they’re called. Step two is documenting each pro-
cess at a high level. In one to ten pages—ideally closer to one—you
simply identify the major steps in the process. This approach docu-
ments the 20 percent that gets you 80 percent of the results. We de-
scribe the major steps in some detail with a couple of bullet points.
This becomes more of a high-level training guide than a detailed SOP
manual. It ensures you all agree on how the process should work and
the way you want everyone to do it. You'll also discover redundancy
and complexity that you can eliminate and simplify. Once your Core
Processes are documented, step three is compiling them and placing
them in a manual or on a shared drive. This becomes your unique
business model—the Swan Services way of doing business. When
that's done you can begin training all employees in each process,
developing Scorecard numbers and individual measurables around
them and ultimately ensuring they’re being followed by all.”

“I'm really glad I prioritized this,” Eileen said, “because we've
started in on step two without really having accomplished step one.”

“Exactly,” agreed Alan, smiling. “You have to understand and agree
on the big picture before you start documenting a bunch of processes
and procedures. The good news is we can get that done right now.”

“Let’s do it,” replied Eileen. The rest of the team agreed.

“Your Core Processes are the handful of processes that make this
business run,” Alan reminded the team. “For example, every busi-
ness has an HR process, a marketing process, a sales process, and one
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or more operating processes for how you build your products, deliv-
er your services, and take care of your customers. Every company has
an accounting process, and many have a customer retention process
for how they measure and maintain customer happiness. Those are
the kind of big, high-level processes we're looking for here. Take a
few moments to make a list of Swan Services’ Core Processes.”

Once the team had completed this task, he went around the table
collecting on the whiteboard the potential Core Processes from every
leader, which resulted in the following list:

HR Process

MARKETING Process

SaLes Process

EsTIMATING PRoCcESS

AccouNT MANAGEMENT Process
Prosect MANAGEMENT PRrocesS
Business AnALYsis Process
DEVELoPMENT PRoCESS
PROJECT FULFILL MENT PRocESS
TiMme ReporTING PRoceSS
BiLune Process

AccouUNTING PRrocESS
ProyecT Review Process
CuenT SATISFACTION PRocess

Alan then facilitated some discussion and debate. He moved down
the list one item at a time asking, “Is this definitely one of your Core
Processes?” During the exercise, the leaders came to understand that
many of the suggestions were actually major steps in a higher-level
Core Process. Not surprisingly, much of the debate centered on the
sales-ops handoff and the number and specificity of the operations
processes. Soon the team arrived at a list that every leader felt defined
the Swan Services way of operating:
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HR Process
MARKETING PRrocESS

SALES Process (INCLUDING ESTIMATING)
AccounT MANAGEMENT PRocess (INCLUDING CLENT SATISFACTION )

PROSECT FULFILLMENT Process (INCLUDING BA, PM, Dev'T AND PRoJECT REV‘“‘)

AccouNTING Process (INcLuDING TiME REPORTING AND BiLuine Processes)

“Terrific,” Alan said. “Now, this may sound trivial, but it’s impor-
tant that you all begin referring to your Core Processes using these
words. That discipline alone will save you and your team hundreds
of hours a year in miscommunication. Using the same language as a
leadership team is powerful. The work we just did also affects two of
your Rocks this quarter. Tom, your project management process Rock
just expanded considerably. We have to decide what to do about that.
Are you going to document the entire project fulfillment process this
quarter, postpone it for a quarter, or rewrite the Rock?”

After a brief discussion, Tom agreed to document the entire proj-
ect fulfillment process, and Sue agreed to include a step or two in the
sales process Rock to cover estimating. Eileen revised the company
Rock, and Alan moved on to conclude step one of the Three-Step
Process Documenter.

“After Sue and Tom complete their Rocks, you'll have four Core
Processes yet to document this year. Would you like to add those to
your Issues List, or will your one-year planning goal be the reminder
you need to prioritize those next quarter?”

“I think the goal will be an ample reminder, though we have our
work cut out for us,” said Eileen.

“So do you all believe this issue has been solved?” Alan asked, pre-
paring to erase “Core Process Goal Off Track” from the Issues List.

“Yes,” replied the team in unison, smiling.

“Then let's move to issue number two,” Alan replied. “Selling out-
side the Core Focus. Vic, what’s the issue?”

“It's what Tom brought up earlier,” Vic replied. “We're still selling
staff augmentation even though we agree it’s outside our Core Focus,
and apparently we have some sales reps trying to sell other kinds
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of projects outside our sweet spot—stuff using outdated technology
and that sort of thing.”

Tom nodded to signal that Vic got it exactly right.

“So what are we trying to solve, exactly?” Alan asked. “Let’s really
dig down and identify the issue.”

“We haven't clearly defined for the sales team what they can and
can’t sell,” Vic replied. “So we’re still selling outside the Core Focus
as defined on the V/TO.”

“Does everyone agree that’s the issue?” Alan got agreement all around.

“Then let’s discuss,” he said and asked the leaders to find their
V/TOs so they could have the Core Focus in clear view while IDSing.

Passion: Building a great company with great people

CORE FOCUS

Niche:  Solving real problems with the right technology

“When you talk about clear direction for the sales team,” Alan
continued, “what exactly do you mean?”

“As Tom said earlier, we seem to be selling or bidding outside the
Core Focus in two ways,” Sue explained. “The first is that we're ac-
tively selling staff-aug work, and the second is that sometimes we’re
bidding on projects that require us to use the wrong technology.
Right, Tom?”

“That’s right,” Tom replied.

“The second one is easy,” Sue explained. “We just shouldn’t do it,
period. I intend to bake that ground rule into the sales process this
quarter.”

“Perfect,” Tom said. Eileen and Vic agreed.

“Staff aug is a little more difficult,” Sue continued. “We have existing
relationships that have come to know us as a source of technology tal-
ent for their own teams. Plus we have a reputation in the marketplace
and have actively pitched that as an offering to prospects for years. And
the theory has always been that staff-aug clients can be converted to A
clients for project work. So I'd like to propose an interim step.”

“I'm all ears,” Eileen said.
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“What we discussed earlier when we were setting Rocks,” Sue re-
minded the team. “I'd like to IDS adding one or more A deal mea-
surables to the leadership team and/or sales department Scorecards.”

After a quick IDS, Eileen took on a To-Do—add “A” deals in the
pipeline to the leadership team Scorecard. Sue agreed to add the same
number to the departmental Scorecard and to provide each member of
the sales team with a quarterly goal for selling “A” deals. Alan erased
the issue from the list and dismissed the team for a quick break.

“Let’s prioritize the next top three issues,” he said when the team
returned.

“Kelly—right person, right seat,” Tom said quickly.

The other leaders followed Tom’s lead and shouted out priorities
right away, with Vic suggesting “holiday party” as issue two and Sue
making “travel expenses” issue three.

Alan moved to another section of the whiteboard and quickly be-
gan drawing a People Analyzer template.

“You know its after four oclock,” warned Vic. “Are you sure we
should tackle a people issue with less than an hour to IDS?”

“I think we can resolve it,” replied Alan. “Please create a People
Analyzer, just as I've drawn on the board. Fill in your Core Values
and GWC across the top and Kelly’s name in the left column.”

KeLy

THe Bar

~<|x<
<

Alan instructed the leaders to rate Kelly as a plus, plus/minus,
or minus for each Core Value and give her a yes or no for “gets it,”
“wants it,” and “has the capacity to do it.” Everyone finished in less
than two minutes. Alan then went around the room quickly, record-
ing the average score in each column. The exercise clearly identified
the people issue: Kelly was below the bar and thus a wrong person
in the wrong seat.
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earliest. ‘Level 10’ means it’s a short-term issue you want or need to
resolve this quarter.”

BiwNG ACCURALY V/TO GUARANTEE ? V/TO
Bi- RPRS L10 Ar/Fiem - RPRS L10
Jennrer-RPRS L10 Derme HR Seat v/T0
DEBB\E(AW_RPRS L10 DerFne (T Seat V/TO
Scorecards & MeasurasLes FR AL V/TO  \ Lol Tecunolo6y V/T0
SuE- ENovGH TIME? V/TO

“Cool!” exclaimed Vic. “T'll bet we erased about thirty issues dur-
ing the course of the day today.”

“Twenty-one,” replied Eileen. “I was keeping track.”

Once again the group had a good laugh, though the thought of
solving that many key issues in a single day felt good to everyone.

Alan then ran through next steps for the team, assigning clear
ownership and deadlines for all the work. He recapped the To-Dos
from the day and asked Eileen to update the V/TO and create the new
Rock Sheet. He also introduced a new communication tool to Swan’s
leadership team.

“One more next step I'd encourage you to begin taking this quar-
ter,” Alan suggested, “is something I call a ‘State of the Company’
message. Its a simple, powerful way to communicate clearly with
your entire organization on a quarterly basis. If you want your vision
to be shared by all, it’s essential. Plus, you have to say it seven times
to be heard for the first time. After each Quarterly Session, assemble
the troops and use the V/TO and other tools to briefly explain where
you've been, where you are, and where you're going. Look at the past,
and take a few minutes to celebrate recent successes. Let 'em know
how you did on your Rocks. Share the V/TO with them, and explain
next quarter’s Rocks. If there were any changes to the Accountability
Chart, share that, t00.”

The leaders asked a few questions and supported the idea. Vic
agreed to conduct Swan’s first State of the Company meeting as part
of his “vision shared by all” Rock and to make it part of the organiza-
tion’s Meeting Pulse going forward.
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“Sounds like a Q4 Rock,” Vic hinted, elbowing his new CFO in
the process. As he did so, Alan noticed a slight grimace register on
Eileen’s face. He wondered if Vic was getting a little too comfort-
able—even smug—in his role as Swan’s visionary. He realized Vic’s
check-in had included more than the usual number of barbs and that
several had been directed at Eileen.

There were no issues with the Marketing Strategy. Jeff had a few
questions about the 3-Year Picture but felt comfortable supporting
what the team had come up with for now. The review of the 1-Year
Plan went quickly as well.

Having already reviewed last quarter’s Rocks, Alan helped the
team conclude its V/TO review by cleaning up the Issues List. After
a quick break, he asked the leaders to bring up any additional prob-
lems, challenges, ideas, and opportunities they wanted to add to the
list. That brainstorming session and the morning’s check-in helped
Alan build the Issues List, in green on the left side of the whiteboard.

BwNG AccurALY WoRrkiNG Oursioe THE Core Focus
SCORECARDS & MEASURABLES FoR ALL  10-YeaR TARGET STuby

Sue- EnoveH TiME? BA Seat OpeN

GUARANTEE ¢ Bl RPRS

Defne HR Seat Rau-RPRS

Hire SALes Exec (RPRS)
MARKETING SeaT ROI

DeFnE |T SeAT
NEexT GEN TECHNOLOGY

Acquisimon TRRGET? Revise E\NANclAL DEPARTMENT STRUCTURE
PTO Poucy CommunityY Givine
TecHNICAL TRAINING Finance Depr. Lever 10 MeeTiNG
Bener STRENGTH Finance DEPT. SCORECARDS
DsAsrer. ReCovery PLan ACCOUNTING SOFTWARE
HR Process Key AccounT Reviews
MARKETING PROCESS NexT YEARS BUbGET
AccounT MANAGEMENT PROCESS MONTHLY FiNANCIAL REVIEWS

AccounTING PROCESS

With the list complete, Alan led the team through a Rock-setting
exercise. He began by compiling each leader’s list of potential com-
pany Rocks on the whiteboard. He led the team through a Keep, Kill,
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endured the past year and the challenges she'd helped the company
overcome. He realized that she hadn’t even spent one week as an in-
tegrator leading a healthy, capable, complete leadership team.

“Yes,” he said softly. “Yes, I do. Eileen, I'm sorry. Please understand
that I don’t mean anything by it.”

“It’s okay, Vic,” Eileen replied. “I know it’s just your way. But some-
times you don’t understand how hurtful your comments can be.”

“Point taken,” her partner replied. “Thanks for letting me know
how you feel.”

Alan spent a few moments making sure everyone on the team was
satisfied that the issue had been resolved, and lunch was delivered.

The Rock-setting exercise concluded after each leader scoured the
remaining list of potential Rocks and issues for additional individual
Rocks to complete during the quarter. Eileen captured the work done
in the room to create a Q4 Rock Sheet. (See page 247.)

Once company and individual Rocks had been set and Alan
cleaned up the Issues List, it had become appreciably smaller:

BiLiNG ACCURACLY D)sasrer Recovery PLan

SCORECARDS & MEASURABLES FOR ALL  MARKETING PROCESS

Sue- ENOVGH TAME? P ONUSES

GUARANTEE ? ACCOUNT MANAGEMENT PRoCESS
Dermne HR Seat WoRkING OutsibkE THE CoRre Focus
DerFne | T SeaT CommuniTy GIvinNG

AcquisimoN ThRGET? ACCOUNTING SOFTWARE

PTO Poucy NexT YEARS BubGET

TECHNICAL TRAINING Key AccounT REVIEWS

With the entire afternoon left to tackle issues, Swan’s leaders
rolled up their sleeves and dug into the Issues List. Alan led the
team through the standard prioritization exercise, quickly placing
“#1, “#2.) and “#3” next to the top issues—Scorecards and mea-
surables for all, bonuses, and monthly financial reviews. As they
IDSed the first issue, Alan introduced a technique that would help
Swan’s leaders save countless hours and resolve more issues in the
coming years.



247

Bie Moves

uondo Bursiwoid 3sow ay} uo Apnjs Jayuny
puaWwWodal pue saifojouyaa) UoleIauab Jxeu ¢ YoIeasay (7

nboe [ejuajod ¢ ises) Je Auap| (z

soafojdwa aziubogal Ajuaysisuod
pue Bunaaw Auedwo) ay} jo sje)s Aluapenb Jonpuo) (),

sse001d YH Juswnaoq ()

A N33113
[ 2 [
(9 @ (9
ue(d Buyels XX0z dojaraq (g (G €
jJuswypiedap soueuy ainjonsay (y 3 2
sjual|o Bunsixa :a1 uonepusWIWOoal
oyew pue sisAjeue [efoueuly Bne-yejs aedald (g ueyd Buyyels xX0z dojenaq (g (e
suopoafoid [ejoueuly
JIeaf-us) pue -eaiy} [9A3]-yBiy pue Jabpng Xx0z slesl) (g g4 196 pue ssa201d Juawyny 1osfod Juswsjdwi (g uejd Bunaxiew pue ssjes xx0z dojereq (z
(ueid Buysess XX0Z
(Buing pue awn Buipnjour) sseooid Buunodoe Juswnaogq (| (fey ‘g ‘uado) SYdY uswpedsp sdo (| ‘Bunexiew ‘aAndaxe sajes) SHdY Juswpedap sajes (|
443r WoL ans
[
(o
(s
ang (ueyd Buess XX0z “an) so[es) SudY Juawyedap safes (v
woj (e “Ig “uado) SydY Juswipedap sdo (¢
yor (Buing pue awn Buipnjour) sseooud Bununodoe Juawnaogq (z
us9|Ig $s8001d yH Juawndoq (|

OHM

SMO0Y ANVdINOD

+)001$ © spaloid gz :se|qeinsespy
%S Joid

uoliw 6z'/$ :anuanay

XX0Z ‘02 Joquadeq  :aje( ainjnd

199YS %90y XX0Z YO SIIAISS UBMS




248  Ger a GRIP

While the team tried to help Jeff cobble together a finance department
Scorecard, Tom started asking some related questions about a Scorecard
for developers. Alan stepped in to get the IDS process back on track.

“Tangent alert!” he said smiling.

Tom and Vic stopped talking, looked up, and smiled back as they
realized what had happened. Sue and Eileen laughed out loud. Alan
wrote “Development Scorecard” on the whiteboard.

“Sorry we got off on a tangent,” Tom said.

“It happens all the time,” Alan explained. “I've seen clients veer off
onto five separate tangents before realizing theyve gotten off the is-
sue at hand. Calling ‘tangent alert’ on one another is a quick, friendly
way of reminding your teammates when they've gotten off track.”

With the team refocused, it quickly solved all three issues and
moved through eleven more before Alan walked them through next
steps just after four thirty. He started by helping clean up the Issues
List, compartmentalizing the remaining issues by placing them on
the V/TO or the Level 10 Meeting agenda. He made sure Eileen, Sue,
and Jeff were clear on their responsibilities for updating the foun-
dational tools and bringing them back to the team’s next Level 10
Meeting. And he reminded Vic to get his Rock done by holding the
next State of the Company meeting.

“I also want to prep you for your next session,” Alan explained, “a
very powerful two-day Annual Planning Session that’s different from
the other work weve done together up to this point. I recommend
that we hold this session off-site—away from my office and yours.
Sequester yourselves for two meaningful, productive days. Most teams
include an overnight stay and some kind of social component. Get out
of your routine, go to dinner as a group, and let your hair down.”

As he spoke, Alan was summarizing the agenda for each day of
Annual Planning on the board:

Dar 1 Day 2
-Review Last Year/ Last Quarmer -1 Year Pan

o ROLES € RESPONSIBILITIES
o NUMBERS
o« DEPARTMENTAL PLANS

. ST Q1 Rocks
-1 DS

‘TeAM HeaLm™

- ORGANIZATIONAL CHECKUP
-SWOT ANALYSIS-Issues LisT
“V/TO (THRu 3-YeAR P\cTURE)
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“He’s a bit of a loner,” Eileen told Alan. “He rarely brings issues to
the Level 10 Meetings and hardly ever contributes with an opinion or
an insight on someone else’s issue. He just seems happiest being left
to run his own department—which he definitely does well. He seems
a little frustrated by the need to pitch in and work together with the
other leaders to make them and the company better.”

“Does Jeff know you feel this way?” Alan asked.

“Yes. And no,” replied Fileen carefully. “I spoke with him briefly
about forty-five days into his tenure here and asked him to be a little
more engaged in those meetings and when interacting with leaders
and other staff members. But things haven't really improved, and I
haven’t brought the subject up again.”

“Open and honest,” Alan reminded her. “Try to get this on your
Level 10 Issues List or express your concerns one-on-one with Jeff
before our next session. If not, I'm confident we’ll IDS the issue at
your Annual.”

Two weeks later, at eight thirty on Wednesday, December 20,
Alan prepared to greet the team at the Chambers, a notable hotel in
downtown Minneapolis. By 8:55, everyone had arrived, and Alan ad-
dressed the team.

“Welcome to the Swan Services two-day Annual Planning Session,”
he said, stepping to a flip chart at the front of the conference room.
“Let’s begin by reviewing our objectives for day one.”

Ogoectives (DAY 1)

- Tnerease Team Healm™
- CLeaR CoMPANY \/1S10N
- \ssues List CreAr

Acenda (DAY 1)

* CHECK-IN
- Review Last Year/LasT Quarter
* TeAM HeALTH
- ORGANIZAT) ONAL (HECKUP
- SWOT ANALYSIS— \ssyES LisT
- Vfio (twRv 3-YeAR RcTure)
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1-YEAR PLAN

Future Date: December 31, 20XX
Revenue: $7.25 million

Profit: 5%

Measurables: 20 projects @ $100K+

Goals for the Year:

-

.|Implement EOS

N

.|Sales team RPRS

w

.|Implement marketing strategy

~

.|Hire ops leader RPRS

Core Processes documented, simplified and
followed by all

o

“When we created your 1-Year Plan in our third session,” Alan
began, “you predicted revenues of $7.25 million. With eleven days
left in the year, does it look like you're going to achieve that goal?”

“Yes,” Jeff and Eileen answered at the same time. Eileen laughed
sheepishly before continuing, “Sorry, Jeff, force of habit.”

“Well, at least we agree,” Jeff replied, smiling. “I looked over our
month-to-date numbers last night, and I'd guess we’ll finish the year
at about $7.6 million.”

“Way to go, Sue,” Vic said, clapping. “That is truly remarkable.”

“Couldn’t have reached the goal if Tom and Evan hadn't figured
out how to bill all that work in the third and fourth quarters,” Sue
said earnestly. “And Vic, you closed two monster deals early in Q4;
that was key.”

“And we predicted a net profit of 5 percent,” Alan continued. “Are
we going to hit that?”
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Alan read each item, asking the team whether the item was a rel-
evant issue. No strengths made the list, which Alan said was not un-
usual. Eight weaknesses were extracted as issues, and another eight
opportunities were added to the list. Six threats were added to the
list, and Alan concluded the exercise.

Pointing at two long columns of issues, Alan reminded the team
that smoking out dozens of issues on day one of an Annual Planning
Session was the goal. In fact, he asked each leader to think again of ev-
ery idea, obstacle, and frustration that hadn’t already been captured,
and he added those to the Issues List, resulting in the following:

Lever 10 MEETINGS

DEPARTMENTAL SCORECARDS
Account MANAGEMENT PROCESS
Proseer FuiritMenT Process FRA
Accounting ProcEss FBA

OTHER Ops PROCESSES 2

OTHER FINANCIAL DePT. PROCESSES 2
REesTRUCTURE FINANCIAL DEPT.

FINANCIAL DEPT. STAFFING PLAN
NexT GEN TECHNOLOGIES

Leapersuip TEAM ConFucT

STAYING ENGAGED AT L1O MEETINGS

Core Focus- System AND PROCESSES

EVERYONE HAs A NUMBER

Core Processes DoCUMENTED,
Simpuried Ad FBA

LEAD GENERATION

Lack OF ReCURRING ReVENVLE

FINDING “TALENT

ON-BoaRbING New HiRes

Bencn STReNGTH N Ops

Min- LEVEL NANAGEMENT

PREDICTING ReveNUES

MANAGING FLUCTUATING  \WORKLOADS
SeNsI-Tecn Acquisimion

New OFFicE Spice

IT ReCRUITING

OF-CHORING (OVERSEAS DEVELOPMENT
OFFICE)

PRODUCTIZING " COMMON SOLUT1ONS
CERT IFICAT 10N

LOSING Key EMPLOYEES
COMPET\TORS GETTING STRONGER
Our- OF-DATE L EGACY TECHNOLOGY
DATA SECURITY

Comrtar AvaagiLiry (CLenTs, Us)
Rising HEALTH |Nsurance CosTs
Sue-EnoueH TiME

Raa - RPRS

PTO Poucy

TECHNICAL TRAINING
DisasTeR RecoVeERY PLaN
Art/Firm-RPRS

GUARANTEE

END Runs

After a break, Alan asked the leaders to grab the updated copies of
Swan’s V/TO that Eileen had distributed earlier.
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3-YeAR PicTuRE:

FuTure DaTE: 12/31/20XX

REVENUE: $12m

PromIT: 127% ($144m

NEASURABLE: 50 PROTECTS @ $100K+
- 50 RPRS

. THRWING CULTURE
- New CompaNy HQ
. New SaLes OfFriCE IN CHICAGO

. STRONG SaLes Team OF 10 PeopLe

. HR Seat (RPRs)

. T Seat (RPRs)

. ONE 0F MINNESOTA'S * BEST RACES To \Work.”
- 407 RECURRING REVENUES

« GREAT STAFF-Aub PARTNER IN Puace
+ SEEKING AcQUISITIONS

“With your 3-Year Picture clear,” Alan said, “and the whole team
100 percent on the same page with the vision for the organization,
we can conclude for the day. Thank you for helping keep things at
a high level today. I hope you're looking forward to digging into the
nitty-gritty tomorrow. Have a great time together tonight. I'll see you
right back here tomorrow morning at nine.”

When the session ended a little before five, the team left ener-
gized, excited about the journey ahead, and ready to blow off a little
steam. Sue, Jeff, and Vic made plans to meet in the hotel’s fitness
center before dinner. Eileen and Tom retreated to their rooms to get
caught up from the day, call home, and freshen up. At seven, the team
had cocktails in the lobby before heading to a nearby hot spot for a
spectacular dinner. The wine and conversation flowed, the team cut
loose, and a good time was had by all.

In three hours over dinner, Fileen learned things about her team
that she hadn’t discovered in hundreds of hours together at the of-
fice. She suddenly regretted not having set aside more time for such
activities before and vowed to change that from that point on.
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Day Two

Alan wasn't surprised to see a few bleary eyes as Swan’s team as-
sembled itself the next morning, a few minutes before nine.
“Welcome to day two of your Annual Planning Session,” he began,
pointing at the objectives and agenda. “Yesterday was all about keep-
ing things at a high level. Today we roll up our sleeves, dig into the
nitty-gritty, and bring Swan’s vision down to the ground.”

Oesecrives (Day 2)

- CLEAR PLAN TO AcHIEVE VISION
+CLeAR PLAN FOR Q1
- ResowEe KeY |ssves

Acenna (Day 2)

- CHECK- N
-Review lssves LisT/3-YeaR PicTure
- 1-YeArR Puan
o RoLeS AND RESPONSIBILITIES
° BUDGET
o SCORECARD
- EsraBusH QA Rocks
-1DS
- Next STERS
-CONCLYDE

Alan carefully explained each item on the agenda and invited ques-
tions. Hearing none, he instructed the leaders to check in.

“The first thing I'd like to hear from you this morning,” he explained,
“is your business highlight from yesterday. Then I'd like you to look back
at your expectations from yesterday and restate them for me and the
team.”

After a few minutes, Vic volunteered to go first.

“There were a lot of highlights for me,” he admitted, “but the best was
the 10-Year Target discussion. That might surprise you because I didn’t
get my way, but I had a real ‘aha’ during that discussion. Maybe for the
first time, it became clear to me that growth doesn't always have to mean
revenues. I mean, if we're dropping $5 million to the bottom line every
year, why do I care whether the revenue number is $20 million or $40
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Moving to the next agenda item, Alan directed the team’s attention
to the Issues List and 3-Year Picture.

“It’s time to review yesterday’s work with a fresh set of eyes,” he
explained. He read through every issue and recited each item in the
3-Year Picture, making sure each leader was clear and on the same
page with both.

“With your Issues List and 3-Year Picture clear,” he said, “we can
now build a solid 1-Year Plan. Let’s begin by predicting revenue for
the coming year.”

“Nine million,” said Vic right away.

“I wrote down eight point five,” followed Sue.

“Fight and a half,” Tom said. “Same as Sue.”

“I had eight million,” Jeff said, staring at a spreadsheet. “That’s
only about 10 percent growth over this year, but 'm assuming we’ll
not be generating staff-aug revenue for the full year. So it’s actually
closer to 15 percent real growth, and it gets us a nice start toward $12
million in three years.”

“Sue?” Eileen asked. “Can you and your team make $8 million
happen without any new staff-aug business?”

“I think so,” Sue replied. “I may want to accelerate my staffing
plan, but I think we can get there.”

“Tom, can you and your team deliver it?” she asked.

“Yes,” he said confidently.

“Then I say $8 million,” Eileen replied. “Vic, are you okay with that?”

“Well, normally I'm such a stickler for details,” he joked. “Yes, I
wasn't thinking about the impact on revenues exiting the staff-aug
business would have. I can get on board with that.”

Alan recorded $8 million on the flip chart and asked for everyone’s
profit prediction. The team quickly agreed on 10 percent, or $800,000.
A more vigorous debate arose over the number of $100K projects, with
the team ultimately arriving at the following financial predictions:

1-YeAR PLan:

FuTuRE DaTE: 12/31/20%XX
REVENUE: $8m
PromT: 10% ($800K)

MEASURABLE: 30 PROTECTS @ $100K+
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This triggered another debate. Tom was on board, but neither Vic
nor Sue was sold on the idea. Ultimately, the team agreed to keep it
and continued on to add two additional goals.

1-YeAr PLan:

FuTurRe DaTE: 12/31/20XX
REVENUE: $8m
PromT: 10% ($800K)

MEASURABLE: 30 PROTECTS @ $10DK+
1 ALL CoRe PROCESSES DOCOMENTED, SwPLiFED AND FBA
2. Bui> NexT GENERATION M\<r<,/ SALES DEPARTMENT
(2 New SALES ExECS, |NTERNAL MkTG)
3.ResTRUCTURE FiNANCE DEPARTMENT (INCLUDING HR AND IT)
4. SCORECARDS IN ENERY DDEPARTMENT & EVERYONE HAS

A Numger
5. INTEGRATE RIGHT STAFF-PAUG PARTNER

“Now that we've developed solid goals for next year,” Alan said
after the team completed its discussion, “there are three agenda items
to resolve before your 1-Year Plan is finalized. The first is to answer
this question: Are your roles and responsibilities clear? In other
words, as you look at your Accountability Chart, do you have every-
thing you need to achieve your 1-Year Plan? Are each of you crystal
clear on your role in achieving this plan?”

Alan asked Fileen to distribute the Accountability Chart and
worked through it with the team. Again the leaders focused first on
structure and then on people. Sue described her plans for the mar-
keting and sales department while Alan illustrated those changes
on the whiteboard. The rest of the team asked questions, provided
some input, and agreed to support Sue’s plan. Tom detailed plans
to add a few key resources to the operations department as the year
progressed, and Jeff presented his rough plan for building out the
finance department.

Once the team members agreed that they had the right structure to
support Swan’s 1-Year Plan, they focused on identifying any people
issues. Alan added several “open seat” issues to the Issues List, as
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that will make some of these issues go away forever. So before we
start IDSing, let’s go through and clean up this list. 'm going to read
through every issue, and if you'll solve it with a goal or a Rock or
we've resolved it in the session, just say ‘off” ‘On’ means it hasn’t been
solved and we need to leave it on the list.”

After several minutes, the unwieldy Issues List had been whittled
down to size.

LeveL 10 MEETINGS COMPETITORS GETFING STRONGER
LEap GENERATION Our-0F-DaTe LeeAcY TECHNOLOGY
FINDING “TALENT DATA SECURITY
ON-BoaRbING New HiRes Camrtar AvaasiLiry (Cuents, Us)
Bencn STReNGTH IN Ops Rising HEALTH [NsuraNce CosTs
Mib- LEVEL N\ANAGEMENT Sue-EnoveH TiME
PREDICTING ReveNVES Rea- RPRS
MANAGING FLUCTUATING WORKLOADS PTO Poucy
New QFfICE Space TECHNICAL TRAINING
T RECRUITING DisAsTER RecoVERY PLAN
O#F-CHORING (OVERSEAS DEVELOPMENT  (GUARANTEE

OFFIce) END Runs
PRODUCTIZING " COMMON SOLUT 1DNS LMA
CERT IFICATION SaLes SeaT Open @

LOSING KEY EMPLOYEES

“That’s still cool,” said Vic when the list had been scrubbed. “Plus,
I can see a bunch more of those going away when we get someone in
here who can run with HR.”

“Exactly,” agreed Jeff.

Again Alan led the team through the discipline of IDS by helping
them first prioritize “the one, two, and three most important issues
for us to solve here today.”

“End runs,” Tom said first.

Eileen suggested “Raj—RPRS” and Sue called out, “Predicting rev-
enues.” Alan wrote the numerals 1, 2, and 3 next to each issue and
then faced the team.
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“Raj is the wrong person in the wrong seat,” Alan explained. “Let’s
discuss.”

“Not much to discuss, from my point of view,” explained Eileen.
“With all due respect to Evan, Raj has been below the bar long
enough that we have to exit him. ”

“So whats the problem?” Alan asked. “Have you begun consis-
tently using the three-strike rule in your HR process? Have you or
Evan had one or two tough conversations with Raj?”

“Two,” Tom replied. “Each time he improved for a little while and
then started falling back into some old bad habits.”

“He’s a prima donna,” Sue explained. “Super smart, always stays
on the cutting edge technology-wise, but he’s a pain in the neck.
In my opinion, Evan endures the Core Values issues and the ‘wants
it’ problem because he’'d have a really hard time replacing Raj’s fire-
power on his team.”

“Is that fair, Tom?” Alan asked.

“Yes,” he said. “Plus, Raj has some personal issues that keep crop-
ping up every time we start thinking something is the last straw. First
one of his parents was sick, then he had some marital problems, and
so on. So we decide to wait a little while longer and keep trying to
help him improve.”

“Ahhhh,” said Alan thoughtfully. “Evan’s suffering from the ‘yeah,
buts,; huh?”

“The ‘yeah, buts’?” asked Tom.

“That’s when you have a clear people issue and everyone on the
team thinks you need to invoke the three-strike rule,” he explained.
“And you just keep saying, ‘Yeah, but he’s really talented and valu-
able. Yeah, but he’s got some personal problems. Yeah, but it'’s almost
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Alan then worked the team through issues two and three. As the
afternoon wore on, the team repeatedly prioritized and resolved is-
sues using IDS until a quarter after four, when Vic made a suggestion.

“Alan,” he said, waving a piece of notebook paper as though it
were a white flag and breathing laboriously for effect, “can I suggest
that we prioritize next steps? I don’t recover from a late night the way
I used to! Does anyone else think we've solved enough issues for one
day?”

“Absolutely,” Eileen said, laughing. “Actually, I was just about to
make the same suggestion—although it would have lacked your
sense of drama, Vic.”

The others readily agreed, so Alan helped get them clear on next
steps. He began by compartmentalizing the Issues List, killing those
issues they had solved during the session and putting the remaining
issues on either the V/TO or the Level 10 Meeting agenda.

Mib- LEVEL N\ANAGEMENT v/to Capitat Avaneitry (Cuents,Us) /1o
MANAGING FLUCTUATING \WORKLOADS L10 Rising HEALTH [NsuraNce CosTs L10
New OFrice Space V/To Sue-EnoveH TiME L10
IT RECRUITING V/To PTO Poucy L10
OFF-SHORING (OVERSEAS DEV'T OFFIcE) /1O TECHNICAL TRAINING L10
*PRODUCTIZING” COMMON SoLUT1DNS V/ro DisasTeR RecovERY Puan V/fto
CERT (FICAT 10N V/TO LMA v /To

SaLeS Seat Open @) vfro

After walking through next steps and getting the team clear on its
homework, Alan moved to conclude the meeting.

“Thank you all for a powerful two days,” Alan began. “From my
view, you're leaving here healthier as a team, on the same page, and
committed to achieving your vision. You have a crystal-clear plan
for next year and next quarter, and you solved literally dozens of key
issues. Thanks for the great work you did together in this room and
for all that you've done over the past year to implement this system
in your business. Before we leave for the day, please conclude by
sharing four things. First, give us some feedback: Where’s your head?
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300 Ger a GRIP

last three had been rough. He was averaging seventy hours a week in
the business and lying awake most nights worrying about what he
hadn’t had time to fix earlier that day.

When Eileen asked about his leadership team, John laughed sar-
castically. He'd spent the last two years running through a string of
unsuccessful internal promotions, external hires, and consultants.

“I wouldn'’t refer to any of them as a real leader,” he lamented. “And
we've never even gotten close to functioning as a team! I know it's my
fault—frankly, in this condition, I can’t be an easy guy to work for.
Honestly, Eileen, if I can’t figure this out, I'm going to sell the damn
company and start over.”

“Believe it or not,” Fileen said, smiling broadly, “I know exactly
what that feels like. Three years ago, at an event like this one, a good
friend did something for me that I'll never forget.”

She reached into her purse and pulled out a business card. John
watched her write something on the back of the card before sliding
it across the table to him.

“On your way home tonight,” she said emphatically, “I want you
to call my friend Alan Roth. If you really want to start getting every-
thing you want from your business, I promise he can help you.”

And before he knew what had happened, Eileen was gone, rushing
across the lobby to greet her husband, Dan. John examined Alan Roth’s
business card, looking for clues to explain Eileen’s strange confidence
in this man’s ability to help him fix a business he felt was irreparably
broken. He flipped the card over to read what Eileen had written.
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