SPOTLIGHT ON WHERE STRATEGY STUMBLES

Past performance is tW
likely than a track recor
be rewarded wit

also introduced 11 corporate priorities As:.cnw were
different from the strategic objectives), alist of core
competencies (including one with nine templates), 8
set of corporate values, and a dictionary of E new
strategic terms to be mastered. Not surprisingly,
the assembled managers were baffled about what
mattered most. When asked about obstacles to un-
derstanding the strategy, middle managers are four
times more likely to cite alarge number of corporate
priorities and strategic initiatives than to mention a
lack of larity in communication. Top executivesadd
to the confusion when they change their messages
frequently—a problem flagged by nearly one-quarter
of middle managers.

MYTH4

A Performance Culture

Drives Execution

When their companies fail to translate strategy
into results, many executives point to a weak per-
formance culture as the root cause. The data tells
a different story. It’s true that in most companies,
the official culture—the core values posted on the

dof collaboration to
h a promotion-

opportunities. To be sure, there is room for fmpy o
ment, particularly when it comes to dealing wig
underperformers: A majority of the companiesya
have studied delay action (33%), address underpe.
formance inconsistently (34%), or tolerate poor per:
formance (11%). Overall, though, the companiesip
our sample have robust performance cultures—ang
yet they struggle to execute strategy. Why? .
The answer is that a culture that supports execu:
tion must recognize and reward other thingsaswell
such as agility, teamwork, and ambition. Many com-
panies fall short in this respect. When making hir-
ing or promotion decisions, for example, they place™
much less value on a manager’s ability to adaptios
changing circumstances—an indication of the agil=
ity needed to execute strategy—than on irmEM ;
she has hit her numbers in the past. Agility Tequires
a willingness to experiment, and many managers:
avoid experimentation because they fear the conse:
quences of failure. Half the managers we have sur-
veyed believe that their careers would sufferif they
pursued but failed at novel opportunities or innov&
tions. Trying new things inevitably entails setbads

growth, for instance, or to milk an existing business
rather than experiment with a new business model.

The most pressing problem with many corporate
cultures, however, is that they fail to foster the co-
ordination that, as we’ve discussed, is essential to
execution. Companies consistently get this wrong.
When it comes to hires, promotions, and nonfinan-
cial recognition, past performance is two or three
times more likely than a track record of collaboration
to be rewarded. Performance is critical, of course,
but if it comes at the expense of coordination, it can
undermine execution. We ask respondents what
would happen to a manager in their organization
who achieved his objectives but failed to collaborate
with colleagues in other units. Only 20% believe the
behavior would be addressed promptly; 60% believe
it would be addressed inconsistently or after a delay,
and 20% believe it would be tolerated.

MYTHS5

Execution Should Be

Driven from the Top

In his best-selling book Execution, Larry Bossidy de-
scribes how, as the CEO of AlliedSignal, he person-
ally negotiated performance objectives with man-
agers several levels below him and monitored their
progress. Accounts like this reinforce the common

image of a heroic GEO perched atop the org chart,
driving execution. That approach can work—for a

while. AlliedSignal’s stock outperformed the mar-
ket under Bossidy’s leadership. However, as Bossidy

writes, shortly after he retired “the discipline of ex-
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ﬂZm Years ago we developed an in-depth survey that we
ave maB_.s_anmn._ o0 7,600 managers in 262 companies
across 30 industries to date. We used the following

principles in its design.

Focus on complex organizations in
volatile markets. The companies in
our sample are typically large (6,000
employees, on average, and median
annual sales of $430 million) and
compete in volatile sectors: Financial
services, information technology,
telecommunications, and oil and

gas are among the most highly
represented. One-third are based in
emerging markets.

Target those in the know. We ask
companies to identify the leaders
most critical to driving execution,
and we send the survey to those
named. On average, 30 managers per
company respond. They represent
multiple organizational layers,
including top team members (13%),
their direct reports (28%), other
middle managers (25%), frontline
supervisors and team leaders (20%),
and technical and domain experts
and others (14%).

Gather objective data. Whenever
possible, we structure questions
to elicit objective information.
For example, to assess how well

executives communicate strategy,
we ask respondents to list their
companies’ strategic priorities

for the next few years; we then

code the responses and test their
convergence with one another and
their consistency with management’s
stated objectives.

Engage the respondents. To
prevent respondents from “checking
out,” we vary question formats
and pose questions that managers
view as important and have not
been asked before. More than 95%
of respondents finish the survey,
spending an average of 40 minutes
on it.

Link to credible research.
Although the research on execution
as a whole is not very advanced,
some components of execution,
such as goal setting, team dynamics,
and resource allocation, are well
understood. Whenever possible,
we draw on research findings to
design our questions and interpret
our results.

run. Frequent and directintervention from on high
encourages middle managers to escalate conflicts
rather than resolve them, and over time they lose the
ability to work things out with colleagues in other
units. Moreover, if top executives insist on making
the important calls themselves, they diminish mid-
dle managers’ decision-making skills, initiative, and
ownership of results.

In large, complex organizations, execution lives
and dies with a group we call “distributed leaders,”
which includes not only middle managers who run
critical businesses and functions but also technical
and domain experts who occupy key spots in the in-

ecution...unraveled;” and the company gave up its
gains relative to the S&P 500.

Top-down execution has drawbacks in addi-
tion to the risk of unraveling after the departure
of a strong CEO. To understand why, it helps toe-
member that effective execution in large, complex
organizations emerges from countless decisions
and actions at all levels. Many of those involve
hard trade-offs: For example, synching up with col-
leagues in another unit can slow down a team that's
trying to seize a fleeting opportunity; and screening
customer requests against strategy often means
turning away lucrative business. The leaders who

company website, say—does not support execution.
However, a company’s true values reveal themselves
when managers make hard choices—and here we

have found that a focus on performance does shape necessary for agility. Fewer than one-third of 1
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