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PRAISE FOR NIMBLE, FOCUSED, FEISTY




“It is often said that ‘culture eats strategy for breakfast’. In Nimble, Focused, Feisty, Sara Roberts demonstrates just how important organizational culture is for success and shows you what kind of nimble and focused culture you need to build to thrive in today’s turbulent world. She offers a highly practical book that is invaluable not just for senior leaders but for anyone who yearns to thrive at work.”

—MORTEN T. HANSEN, professor and faculty director at UC Berkeley’s Center for Leadership, coauthor of the New York Times bestseller Great by Choice, and author of Collaboration

“Having worked with Sara over the years, I have learned that fostering a strong culture is THE key ingredient for a business to adapt to ever changing market dynamics and challenges. Nimble, Focused, Feisty is a fantastic and straightforward guide to driving your own vibrant culture and succinctly clarifies why culture is critical to your success as a contemporary leader.”

—PAUL ROGERS, president and chief executive officer at GE Wurldtech

“As a strategy leader in a large complex organization tasked with driving transformation, I have found that culture work is tricky business. Roberts’s emphasis on mindset, connected leadership, and the feisty spark is the right recipe to begin the cultural change journey. She gets down to the brass tacks of what it takes to steer a big ship onto a better, more enlightened course.”

—ERIN SELLMAN, senior vice president and head of strategy, insights, and planning at Lowe’s Companies, Inc.

“What is company culture? It’s something you can’t afford to ignore. It’s the difference between sinking or swimming in today’s consumer-driven marketplace. Nimble, Focused, Feisty is the ultimate guide to staying afloat by learning from the best. And I speak from first-hand experience having worked with Sara and her team.”

—CYNTHIA STODDARD, senior vice president and chief information officer at NetApp

“Innovation gets all the buzz, but that’s not what’s going to save your company. We live in a new world. You need to transform your culture to thrive . . . to have impact. Sara Roberts shows you how.”

—BRANT COOPER, founder of Moves the Needle and author of the New York Times bestseller The Lean Entrepreneur

“There is no Wizard of Oz curtain between how customers perceive you and how your employees think, collaborate, execute, and maneuver change. The only way to sustainably and authentically deliver great experiences to customers in today’s complex environment is to create a company culture that enables people to contribute fearlessly and connect passionately to the organization’s purpose. Nimble, Focused, Feisty will shift your thinking about how to lead and thrive in a marketplace, and a world, exploding with change.”

—ROBIN BEERS, head of customer experience insights at Wells Fargo Bank

“Nimble, Focused, Feisty shines an important light on company culture. Chilling to those who would ignore culture and inspiring to those wishing to build it, Sara Roberts’s words are vital to those who care about the future of their companies.”

—DAN ADAMS, founder of the AIM Institute and author of New Product Blueprinting

“Sara astutely synthesizes, in a meaningful and actionable way, the most powerful trends facing corporations. It’s a great introduction for executives who are trying to understand why this crazy thing called culture is so important, while providing a layer of depth for current cultural change agents. Nimble, Focused, Feisty explores the importance of creating a corporate culture that empowers employees. She demonstrates how companies that have embraced collaboration have been able to adapt and thrive, and how the lack of attention to culture has led to the downfall of corporate giants. Sara makes the case for why 21st century leaders need to be both self-aware and responsive to an increasingly quickening environment. Sara brings together all of the current thought leadership around the importance of new models for corporate culture—the winning strategy for companies interested in adapting to survive. She provides concrete, actionable steps, and thought provoking questions to kickstart the journey of organizational transformation, which arguably all companies will need to embrace.”

—SHANNON LUCAS, change agent and director of innovation at Vodafone Global Enterprise

“What is the difference between a great company and all the others? In a word, culture. Sara Roberts has cracked the code on what a great culture looks like . . . and offers practical guidelines on how you can build a great one in your company.”

—DAN WARD, U.S. Air Force Lieutenant Colonel and author of F.I.R.E.: How Fast, Inexpensive, Restrained, and Elegant Methods Ignite Innovation and The Simplicity Cycle
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FOREWORD

HOW DO TWENTIETH-CENTURY COMPANIES become nimble, focused, and feisty? That’s a question Sara Roberts asks and answers in this book, and it’s a problem I grappled with firsthand while leading a coaching community as Innovation Leader at GE.

In 2013, I initially thought the challenge of rolling out an organization-wide innovation methodology through a large group of willing and eager team members would be relatively straightforward. We had a bevy of supportive tools and templates at our disposal and a century of confidence in the company’s track record of reinvention. Yet, we encountered the sort of widespread and subconscious resistance to change that brings to mind Peter Drucker’s famous observation that “Culture eats strategy for lunch.”

My role was to get several hundred internal coaches aligned around that strategy and equip them to lead their teams through new external offerings and internal processes. I soon discovered that I could not simply rely on templates and methodology to make this happen; there were other, unspoken barriers in the mindset of the coaching team holding us back. Essentially, we were running into an invisible fence called culture. Sara and her group helped make that invisible fence far more visible.

What did that fence look like? Occasionally, for example, we encountered well-intentioned but sometimes over-engineered and limiting processes that hampered our coaches who were trying to guide their teams to think outside the box within volatile markets. We also needed people to take ownership of total outcomes and give up the luxury of being able to say, “I executed on and was in compliance with what that other team told me, so it’s not my fault if we didn’t hit the mark.”

Exposing such mindsets and getting people to be honest with themselves was difficult and even emotional work. More than once I heard a leader say, “I didn’t come here to think about me; just give me what I need to help me drive my people.” Yet self-awareness and a conscious decision to change mindsets and behaviors is what it takes, we found, to go beyond the current paradigm and understand what kind of culture is necessary at GE for coaches to drive innovation.

Sometimes that honesty provoked hard questions, such as, “Am I the right coach or leader to see this change through?” It’s also easy to drift back to familiar comfort zones and risk becoming the kind of manager each of us quietly despises. Sara helped us understand the premise of personal change as a means to culture change, as well as the possibility that we needed more heterogeneity in the people we selected. A mix of personality types and outlooks was important in creating a team of early adopters capable of taking on large-scale organizational change.

We were motivated by the discovery that we were being chartered for a higher purpose than just refashioning internal processes to reap market benefits. Our job was to be courageous leaders able to pivot toward fresh ideas and leverage opportunities for our employees to “play big,” deliver more, and have the license to do something amazing. To get there, we needed to implement the roots of a new culture—something that you, the readers of this book, will now have the opportunity to learn how to do.

Simeon Sessley, Innovation Leader, GE


INTRODUCTION




WHY HOW BEATS WHAT

WHAT WOULD YOUR REACTION be if I told you that some of the biggest and most successful organizations today are walking dinosaurs? I’ll throw out some candidates, but you could take your pick from any number of major corporations that are familiar household names. General Motors. Yahoo!. Radio Shack. (Oops, already gone.) Best Buy. Sears. Target. Each of these companies was a category maker or leader in its day. Each grew to be a large enterprise that outpaced most competitors. And each has been caught flat-footed in this new era.

You may look at that list and think that’s crazy talk. Flat-footed? Some of these companies continue to do very well. And yes, some of them are still very successful in purely financial terms. General Motors is #6 on the Fortune 100 list, Best Buy is #72. But look beyond those rankings and you’ll see that more nimble and adaptive organizations are nipping at their heels with disruptive services and approaches that are doing better at meeting customer needs. Irrelevancy is much closer than any of them would prefer to believe, and there’s a good chance they’ll be too siloed, stuck, and slow to respond in the face of even the most dire threat.

Today we’re seeing a great shift in the organizations that win now versus those that won in the past. Companies like Google, Amazon, Netflix, and Facebook have joined the Fortune 500, while many of the old guard—Kodak, the New York Times, and Compaq—have been unceremoniously pushed out. And, that turnover is happening much more quickly than anyone might have predicted. Fifty years ago, most firms were expected to last seventy-five years on the Fortune 500 list; today the average life expectancy is down to fifteen years. In 2014, only sixty-one companies from the Fortune 500 list in 1955 remain. At the current turnover rate, it’s safe to say the list fifty years from now will be entirely made up of companies that don’t currently exist.1

Shouldn’t that shake the confidence of anyone who leads, works for, or invests in a company today?

I’ve spent the best and most creative years of my career trying to figure out why some organizations thrive and manage to change their markets and the world while others—even those with great promise, visionary leaders, amazing products, and periods of success—struggle to matter, frequently get in their own way, frustrate customers more often than they delight them, and thwart or stifle talented people rather than develop and inspire them. I’ve worked at or worked with both kinds of organizations, and the differences can be subtle. Across the board, the CEOs and executives are invariably intelligent and capable; there are heaps of talented and committed people throughout the ranks; products and services are often compelling; and overall intentions are good. Yet in struggling organizations there’s something missing.

To a critical but observant eye, organizations that struggle seem to lack the zest, vibrancy, and collective will needed to consistently solve problems, surmount obstacles, and innovate in big ways and small. That energy may be there in pockets, but unfortunately, it is usually stifled or squashed for confusing and complex reasons. Sometimes the leadership gets in the way, but more often than not the organization itself seems to be the problem. It’s as though the energy inherent in talented people and creative ideas is out of sync with deeper priorities, including the way decisions are made, how successes and failures are handled, how workflow is planned, and resources are allocated.

When I analyze struggling organizations as a consultant, I find it easy to point out the processes or approaches that bog down efficiency or get in the way of meeting customer needs, or to call out individual leaders or managers who are having a toxic effect on colleagues or reports, or to identify gaps between strategy or innovation and the demands of the market. Yet, I’ve come to realize that the root cause is more fundamental. The difference most often comes down to an emphasis on “What” versus “How.”

The business of the organization is its “What”—what goods it produces, what services it provides, what solutions it offers. The culture of the organization is its “How”—how it makes decisions, how it views customers, how it thinks and feels, how it treats people. All organizations balance these two modes in order to function in the world—much as human beings rely on both sides of the brain. But in most organizations, what is an urgent priority, while how is usually taken for granted.
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In this book, I want to explain why how matters far more than what and has a much bigger impact on strategy, innovation, and performance than most realize. Along the way, I’ll show you what organizations with winning cultures do differently and what you can do to make the culture of your organization the Difference Maker in your own success.

SWITCHING FROM DEFENSE TO OFFENSE

Leaders in most organizations don’t see culture as an urgent priority the way they view strategy, innovation, efficiency, customer satisfaction, financial discipline, or any number of other business concerns. Their what is the focus of all their hard work and long meetings; their how is more likely to be celebrated after the hard work has paid off.

I’m not saying that culture is completely overlooked in such organizations. Indeed, people may be genuinely proud of their organizational culture, and leadership may speak eloquently about the importance of treasuring the legacy of culture or acting as stewards in service of it. Yet even in organizations where culture is valued, it likely functions as little more than a means of defining the organization’s special character. Perhaps it also helps the organization resist change and create alignment; or it may serve as a touchstone for decisions as to who belongs or who doesn’t, what’s acceptable and what isn’t, and which direction should be taken or which shouldn’t.

In other organizations—often the new and vibrant startups taking the world by storm but also some of the largest, most established, and most prosperous organizations ever—the how of culture has a different level of urgency and importance. In these organizations culture is not relied on to play defense but offense. It’s not a passive force but an active discipline with a set of deliberate practices and mindsets. It does not preserve the organization from the forces of change but makes it resilient, adaptable, and always moving forward. It is not taken for granted but is relied upon to develop people, overcome setbacks, beat competitors, execute strategy, and innovate.
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Those organizations see what as an important tactical challenge, but they believe it’s not enough to do what exceptionally well in order to succeed. Why not? Because what can change at the drop of a hat. Markets shift. Competition gets crowded. Technology alters the game that’s being played. If what is all you know how to do, then you’re likely to continue struggling to do that what even when it no longer makes sense. In contrast, if how is the source of your resiliency and growth, then you are more likely to know when change and innovation is needed and may even have a pretty good inkling of what needs to be done next.





Effects of Well-Managed Culture

Many have struggled to measure the impact of culture over the years, but recently there have been some important advances in looking at how culture drives an organization’s ability to execute. One such study on corporate culture and performance led by James Heskett and John Kotter outlined results for 207 large companies in twenty-two industries over an eleven-year period.2 Heskett and Kotter reported that companies that managed their cultures well saw revenue increases of 682 percent versus 166 percent for the companies that did not manage their cultures well; stock price increases of 901 percent versus 74 percent; and net income increases of 756 percent versus 1 percent.






CONSTANT VIGILANCE, ALWAYS CHANGING

And yet, developing a winning culture is not the eternal answer to all of your challenges. In fact, just like a winning strategy, a winning product, or a winning approach to customers, success through culture can ultimately make an organization vulnerable to disruption and competition.

Books that proclaim the value of culture often inadvertently point this out. Years later, the organizations that have been showcased start to falter. Sometimes they even fail miserably. What went wrong? Were the metrics used in Jim Collins and Larry Porras’ Built to Last or Tom Peters and Robert Waterman’s In Search of Excellence incorrect? I don’t think that was the true nature of the problem, even though some of the companies in Built to Last have also come upon hard times, and Tom Peters once admitted to “faking the data” when selecting companies like NCR, Wang, or Xerox over a GE.3 Rather, the decline or downfall of once-heralded organizations is a powerful indicator of just how hard the work of developing and fostering a successful culture can be.

Companies that grow and succeed on the wave of a strong culture are ultimately susceptible to the belief that their culture is sacrosanct and untouchable. Organizations that were once experimental in their evolution and vigilant about their markets, customers, and competitors often become calcified around their culture and resistant to new ideas and new opportunities. They even begin to reject people with different points of view or backgrounds, or who speak out of turn, point out problems, or try to shake things up. They prefer to protect their dominant position and grow in a steady and incremental way, rather than risk change or play bold. Ironically, that’s when a once-great culture can actually hold an organization and its people back. Most of us have experienced an environment in which culture actually gets in the way of the organization’s goals despite brilliant people, great strategies, and solid operations.

Some leaders believe that culture does not change. Once established by the founders, it is Holy Writ and remains the same forever. Others concede that culture does change but argue that its evolution should and must be organic. In their view, culture is like a slow-moving glacier or a trickle of water in the Grand Canyon—a powerful but subtle force, shaping the landscape of the organization gradually and magnificently over time.

Yet, those cherished myths around culture don’t withstand much examination. I have found that cultures:

       1.  are not immutable and do change over time;

       2.  can in fact change dramatically and suddenly in a short period of time;

       3.  are strongly influenced and shaped, for good or ill, deliberately or unintentionally, by the leader.

Just think about GE. One of the original dozen companies on the Dow Jones Industrial Average in 1896, GE is the only company that remains on that list today. As former CEO Jack Welch said, “The reason why GE has been the only company to remain in the Dow Jones from the beginning to the present is that it has changed with the times.”4

Despite being very well-known and thoroughly studied, GE is not a particularly well-understood company. In my own experience working closely with several of its many high-performing groups, the GE culture is subtle but pervasive. It doesn’t scream at you from posters so much as it permeates the way people work and the decisions that get made, big and small. In fact, GE is one of my favorite environments. Each business is very autonomous from corporate and held in high regard, but there’s a consistency across what could otherwise have been a sprawling enterprise. The people I’ve met there are some of the brightest and most aggressive I’ve known—they’re “mad hustlers” when it comes to execution and getting things done. But they’re also kind and passionate, generative with ideas rather than skeptical about them, and intensely curious and open-minded.

I asked some prominent people in the organization how much GE culture has changed over the decades, particularly in the transition between CEOs Jack Welch and Jeff Immelt. They said that the culture has shown both remarkable consistency and noticeable shifts as the company has adapted to market forces and new ways of working. Welch’s GE was hard-nosed and bottom-line oriented. In a short time, Immelt has shaped GE according to the needs of an era marked by rapid change, global competition, and constant innovation. He’s moved decision-making closer to the point of customer interactions and he’s challenged overly engineered processes, which have made it harder to meet or respond to customer needs. This has had a big impact on culture. As Vijay Govindarajan says in the New York Times of that ongoing change effort, ‘“Jeff Immelt will have totally remade GE . . . It’s a different company for a different time.”’5

Raghu Krishnamoorthy, GE’s vice president of executive development and chief learning officer, wrote a fascinating piece in the Harvard Business Review recently about that imperative of culture change at GE. Everyone knows that product life cycles are getting shorter, Krishnamoorthy explained, but few know that culture also has a life cycle that’s getting shorter as well. Indeed, many organizations “get in trouble because of a frozen culture.”6 Significant strategic shifts require shifts in culture too. As Krishnamoorthy put it, “a constant reengineering of our business portfolio, operating model, and culture has been a key to our evolution.”7

Like all visionary and effective leaders, Welch and Immelt both understand that culture is a tool and a resource to be used deftly and sometimes forcefully to move the company in the direction the leader believes in. If the culture isn’t right for the times, that culture needs to shift, too, in ways that reinforce what’s working, and to pivot toward what would achieve even better results.

Eric Schmidt, chairman of Google, and Jonathan Rosenberg, former SVP of Products, argue the same belief in their book, How Google Works. “Most companies’ culture just happens; no one plans it,” Schmidt and Rosenberg write. “That can work, but it means leaving a critical component of your success to chance.”8 They warn that even strong cultures may have to change with circumstances for a company to continue being successful. Their advice is to take a hard look at culture and ask, “What problems has this culture caused with the business? It is important not to simply criticize the existing culture, which will just insult people, but rather to draw a connection between business failures and how the culture may have played a hand in those situations. Then articulate the new culture you envision.”9

I guess we shouldn’t be too surprised that a company filled with hyper-bright engineers is not afraid to tinker with what’s working. In truth, they believe that’s the only way it will continue to work.

PUTTING CULTURE INTO ACTION

Organizations need healthy, dynamic cultures and disciplined cultural practices to thrive as circumstances change. In this book, I am going to show you how culture is architected or reconfigured in the first place, and which levers need to be pulled and which measures need to be tracked in order to maintain that dynamism and discipline over time.

In Part I, I am going to do a deeper dive on the importance of culture—why how beats what—and tell stories of companies that have deliberately architected their cultures to succeed. I’m going to explain why the mindsets of those organizations are critical differentiators and explore the attributes that make the most dynamic companies today “nimble, focused, and feisty.” To give you a primer on those terms:

       •  Nimble companies are much faster and more agile than ordinary organizations.

       •  Focused companies use their sense of purpose as a lens to understand and meet the needs of customers and markets.

       •  Feisty companies play big and act bold in order to capitalize on advantages and out-muscle the competition.

In Part II, I’m going to show you how you can architect your own culture to bring the same dynamism and discipline to your organization. I’ll start with purpose because that is how you focus your organization on what your people have been brought together to do. Then I’ll look at the structures and processes you will need to be nimble, and at the attitudes and practices that enable you to be feisty.

There is no such thing as a permanent advantage anymore—not in a world changing this quickly. But if you build your organization to be nimble, focused, and feisty you will be far more resilient to the chaos and turmoil of our time, and much more likely to be leading disruption rather than being disrupted and outperformed by others.


  1  

HOW CULTURE MAKES OR BREAKS YOU

ON NOVEMBER 6, 2013, the death knell rang for Blockbuster Video. The floundering organization announced that it would close its 300 remaining US stores by January 2014 and terminate its DVD-by-mail rental service.

Even in an age of disruption, this was a remarkable downfall. In 2004, less than a decade earlier, Blockbuster had thoroughly dominated the video-rental business and was one of the most visible and well-known retail brands in the country with 10,000 stores, more than 60,000 employees, and a market value of $5 billion.

So, what happened? How could a thriving company at the top of its game go extinct so quickly?

That question is at the heart of this book, and it’s one that every leader needs to ask about his or her own organization. How do we keep our businesses vital, innovative, and ahead of competitors when yesterday’s success means next to nothing in whatever world we’ll face tomorrow?

The answer is culture.
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THE ICEBERG THEORY

I chose the story of Blockbuster to open this book because it provides a stark example of the fate of a company when its market and competitive landscape suddenly change, and the organization is unable to successfully respond. At the same time, Blockbuster will also show us how easy it is to point to those changes and say that strategy or operations or leadership or technology is the reason for the collapse, allowing us to overlook the larger and more fundamental question of culture that lurks, like the invisible portion of an iceberg, below the surface.

The easiest way to explain the fall of Blockbuster is to point to Netflix and Redbox. That’s what happened on the surface. The business press chalked up Blockbuster’s demise to a “failure to innovate,” and Blockbuster became a case study in the way market leaders grow complacent and overlook the disruptions of pesky upstart competitors.

The story stuck because it makes sense and fits our growing understanding of how challenging the global economy has become. Blockbuster—like McDonald’s, Sony, or Best Buy—represented the traditional approach to long-term growth and success: achieve a dominant market position and leverage the advantages of scale and brand to lock in customers, accrue revenue, and perpetuate success. Once upon a time, that strategy, if decently executed, seemed unassailable. But no one is surprised anymore when the story ends with Goliath encountering some David wielding a new slingshot. The deeper question is why companies like Blockbuster that appear so formidable and solid by traditional measures become unexpectedly vulnerable to disruptive competition.

When we dig into the details of the innovation explanation, it’s easy to understand why it’s so compelling. Blockbuster was attacked on two fronts at once. One assault came on the ground when Redbox arrived in 2002 with a new retail strategy that was deceptively old-fashioned. Instead of stand-alone stores, Redbox put DVD vending machines in other retail outlets. To Blockbuster, a few hundred DVDs in a kiosk probably didn’t seem like much of a threat given the giant inventory of movies at a single Blockbuster retail store. Yet, with lower overhead, Redbox was able to slash DVD rental costs to one dollar and compete with Blockbuster on price and convenience. Within five years, Redbox had more US locations than Blockbuster.

The second and ultimately more significant assault came from the air. Netflix started as a subscription-based DVD mail-delivery service. What Netflix lacked in convenience, it made up for with a large catalogue of movies, an easy way to organize and order rentals online, and a lack of late fees. Famously, the idea for the business arose after co-founder and CEO Reed Hastings was forced to pay forty dollars in late fees to Blockbuster for a copy of Apollo 13. Hastings knew that the dissatisfaction he felt over that penalty was something just about every Blockbuster customer could relate to, so he came up with a revenue model that didn’t rely on making customers angry.

Capitalizing on pent-up customer frustration is a classic path to disruptive innovation, and Netflix made that impulse part of its core. In 2007, the same year Redbox surpassed Blockbuster in retail outlets, Netflix took pre-emptive steps to disrupt its own delivery model and introduced a streaming service. This, many believe, was the final nail in Blockbuster’s coffin. Blockbuster was not too big to fail; it was too big to respond.

Or so the story goes.

At a strategic level, the explanation that disruptive innovation from new competitors killed Blockbuster is a good lesson to absorb. Dominant companies rise and fall all the time, and Davids often slay Goliaths. To stay on top, companies need to aggressively reinvent themselves in line with changing customer needs. In the famous words of Andy Grove, “Only the paranoid survive.”

The problem, however, is that in Blockbuster’s case that narrative is wrong. It wasn’t innovation, change, or a pesky competitor that did Blockbuster in. That was just the tip of the iceberg. Below the surface of the water, Blockbuster collided with the culture that it had relied upon to become so dominant in the first place.

THE REST OF THE ICEBERG

Blockbuster came to rule the retail movie-rental market by improving customer experience and offering the kind of ubiquity, convenience, and access to movies that independent video stores couldn’t deliver. Its revenue model was strong, the brand was powerful, performance was excellent, and by the time John Antioco became CEO in 1997, just as the dot-com boom was beginning, the company was in an enviable position. Even so, Antioco knew that Blockbuster couldn’t stand pat. He wanted to change the company at its core by making it more responsive to customer needs and more agile with new technology, while continuing to innovate its business model. Blockbuster only had about 25 percent market share then and plenty of room to grow. Indeed, it would grow to about 40 percent before Antioco was done.

Antioco was an accomplished turnaround expert who’d been raised in the world of retail. He’d helped 7-Eleven achieve prominence and had been instrumental in returning Circle K and Taco Bell to profitability. When he was tapped to head Blockbuster, he was excited because it gave him the opportunity to give “customers what they want while still making money for the company.”1 Much of the success Antioco did achieve with Blockbuster came from this customer focus.

Indeed, one of the things customers wanted was newly released movies. At the time, however, movie studios charged rental companies sixty-five dollars per VHS tape, and that upfront investment was too large to stock enough titles to give customers easy access, especially when demand would drop off within a few weeks. So Antioco went to movie studios and persuaded them to flip that business model—take less up front for more on the back end—and Blockbuster began a policy of guaranteeing the availability of new releases, which helped sales and market share grow. Chalk up one big win for innovation.

Video-on-demand was a worry but not yet technically feasible to achieve at scale. Instead, it was the arrival of DVDs that proved to be the Trojan horse that allowed Redbox and Netflix to challenge the video-rental giant. Unlike VHS tapes, DVDs could be easily stocked in kiosks or delivered in inexpensive mailers. Nevertheless, though Blockbuster was a little slow to switch to DVDs, once it did respond, the company continued to thrive because of its market dominance. Daunted by his overwhelming foe, Netflix CEO Hastings proposed a partnership with Blockbuster in 2000 in which Netflix would leverage its internet-delivery prowess to manage Blockbuster’s online brand while Blockbuster would promote Netflix in its stores. Blockbuster refused in part because it had its own web strategy in mind.

Antioco didn’t see new technology as a threat to Blockbuster so much as an opportunity. He decided to build a fairly radical model for the time—called Blockbuster Total Access—in which customers could choose to do business in one of the company’s retail stores or online through Blockbuster.com. By the mid-2000s, Total Access dominated the video-rental market. Around the same time, Blockbuster also decided to eliminate late fees even though they accounted for 16 percent of total revenues. Antioco knew that penalizing customers was no way to thrive long-term.

Soon, Blockbuster was on the march again, stealing nearly a million customers from Netflix each year. By 2007, things were so bleak for Netflix that Hastings sought and obtained permission from his board to begin merger talks with Blockbuster.2

On the brink of total victory, however, everything changed for Blockbuster. The board put a full stop to the direction Blockbuster was engaged in and forced out Antioco because they disliked many of the changes he had made, such as cutting out 16 percent of revenue by rescinding late fees. In Antioco’s place, they hired James Keyes. Keyes had been the CEO of 7-Eleven from 2000 to 2005, presiding over a remarkable thirty-six consecutive quarters of same-store sales growth, which by 2004, had resulted in global revenues of $41 billion. To the board, Keyes seemed like the perfect candidate to lead the company into the future because he more closely resembled the Blockbuster of the past.3 He had the experience of scaling and stabilizing a highly successful retailer that seemed to be on every street corner throughout the United States. That was the Blockbuster the board knew and understood.

Keyes’ vision was to make Blockbuster the 7-Eleven of video stores. He believed that stable growth in retail locations and expanded products within those locations would make Blockbuster successful.
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After being named CEO, he quickly restructured his team, ridding the company of Antioco’s lieutenants as though they were a virus and promptly naming a new CFO, CIO, general counsel, and vice president of merchandising, distribution, and logistics.4 Then he redirected Blockbuster’s online business strategy to an in-store, retail-oriented model because he couldn’t see the potential value of a DVD-by-mail service, nor the relevance and opportunities that Blockbuster.com may have presented. “The Internet is worthless, and we’re getting out of it,” he declared.5 “I’ve been frankly confused by this fascination that everybody has with Netflix . . . Netflix doesn’t really have or do anything that we can’t or don’t already do ourselves.”6

Antioco had compressed some of the hierarchy at Blockbuster as part of his approach to modernizing the company and given retail clerks a lot of freedom to solve customer problems and see to their needs. Keyes put that hierarchy back in, reestablishing many layers of management between the top team and the customer. As a result, decisions were increasingly made without any direct experience of customer needs or their frustrations with the Blockbuster experience.7 Thus, employees at the prized retail stores—who had briefly enjoyed how good it felt to satisfy customers—became intensely frustrated by policies that got in their way. For example, to take breaks, under Keyes’ reign, retail employees had to clock in and out under extraordinarily strict guidelines, regardless of how busy the store may have been at the time. They also were mandated to restock damaged DVDs despite customer complaints and, to cut costs, were deliberately understaffed on peak weekend nights, so they did not even have time to restock or tidy shelves. They knew, better than anyone insulated at the top, that Blockbuster customers were eager for better alternatives, yet they were not allowed to do anything about it.8

Keyes was blind to these problems and probably believed his own words when he said, “Blockbuster is a turnaround explosion just waiting for a spark. If we exceed the expectations of our customers, we will in turn exceed the expectations of our shareholders.”

Of course, this statement reads like a bad joke today now that Blockbuster is gone and Netflix is worth more than ten times what Blockbuster was at its peak.

OLD WAY VS. NEW WAY

Why did Keyes stop Blockbuster from attempting a new way? I believe it was because he saw the traditional Blockbuster culture—a brick-and-mortar business model built to leverage scale and brand—as a permanent strength, and structured the organization and its strategy accordingly. But it was this same locked-in culture that didn’t allow the company to react and innovate when it needed to adapt. Keyes and his team refused to look at or internalize the current truths they faced in the marketplace, and they wouldn’t take the time to understand emerging technologies or shifting consumer behaviors that threatened to completely disrupt the home-entertainment industry. Keyes’ personal leadership style, best characterized as a “don’t question me and let’s execute” mentality, made it easy for everyone to put on blinders and plow ahead. And, whenever employees got glimpses of market truth, the company wasn’t positioned or structured to respond. In the end, changing its business model to survive in a new reality was going to cost money, resources, and creative energy that Blockbuster was unwilling and unable to spend.

As we all know, this narrative is not an isolated one. Many big companies that were incredibly successful in the twentieth century are failing and floundering in the twenty-first. Pundits and journalists usually point to a lack of execution and innovation. Yet it’s the organizational culture that large companies built in the process of becoming successful and powerful in the twentieth century that is now defeating them in this new era. Many such companies continue to fixate on doing more or better at what has made them successful in the past—offering a particular product or service at scale—while not yet recognizing that today the how of a company—what it stands for, what matters to it, how it tends to the changing needs of its people and customers—is infinitely more important.
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Much of the inertia of traditional companies can be traced back to their cultural roots. Who were they when they first started? What were their goals? What was the mindset of these formidable pioneers? What worked in the twentieth century?

Winning in the twentieth century required getting big and then managing for stability. Companies were focused on the what—their strategy or their product. And they had plenty of time and resources to do the what well. The world moved much more slowly than it does today, so in general it was possible to pick a strategy, execute it well, and become successful as a result. Accordingly, twentieth-century companies built their organizations to meet quality, quantity, and cost drivers, and they produced products to meet clear demand, while distributing in a mass market, and standardizing all processes and outputs to maximize efficiency.

Enterprises operating this way today are clinging to the same mindset that James Keyes held on to—a belief that scale, mass, and efficiency will provide an eternal advantage. In contrast, Netflix has actually developed a theory to describe why success in business eventually leads to failure.9 Netflix believes that growth increases organizational complexity and the potential for chaos, and that companies naturally respond by specializing on a narrower range of success factors and putting more processes in place to dampen the chaos. However, this restricts what makes working for a particular organization interesting, creative, and engaging and drives talent and diversity of thinking out. The long-term outcome of failure isn’t seen at first because as this is all happening, the business continues to perform well or even better, and short-term outcomes are improved. But when the market shifts—as it is bound to do—the company is left without the talented people, emotional commitment, or creative range to respond. A focus on what has smothered the reliance on how.

Mark Parker, the CEO of Nike, sees cultural inertia as a very deadly, self-perpetuating, and existential threat. He says, “One of my fears is being this big, slow, constipated, bureaucratic company that’s happy with its success. Companies fall apart when their model is so successful that it stifles thinking that challenges it. It’s like what the Joker said—‘This town needs an enema.’ When needed, you’ve got to apply that enema, so to speak.”10

While that may be a more vivid depiction than many care to imagine, it’s critical that we understand how culture can cause a company to resist, adapt, or lead in this new environment.

It’s easy to think that companies like Apple and Google are “winning” now because they’re smarter at product, packaging, and positioning. In reality, it’s their how that propels their unique what. It’s their culture—the principles behind how they do what they do, and think what they think, as an organization—that makes them successful.

Dig more deeply into these organizations and you’ll see that for them culture is a verb, not a noun. It isn’t about ping-pong tables and Happy Hour Fridays. It’s about leveraging culture as the key driver to success. Culture is how they operate and consciously create an environment and organization that enables them to innovate according to market needs, execute the strategy they think is best, and deliver on their purpose.

Cracking the code on that how and reinforcing it in everything the organization does is the most important thing any leader can do today to help his or her organization survive and thrive.

THE CULTURE DIFFERENCE IN A COMPLEX WORLD

If culture is so critical to the performance of the most successful organizations today, why isn’t that more self-evident to people working in business?

I believe it’s because culture is highly intangible and abstract compared with other business concerns. Hard-nosed business leaders—and all of us with pressing challenges and urgent priorities who are under stress to “make the numbers”—can easily overlook culture because it is difficult to observe, measure, and manage, and frankly touchy-feely in nature.

Even the concept of culture is abstract. I think of it as the set of tacit understandings and beliefs that drive behaviors, ways of thinking, and ways of talking and interacting that the people within a particular group perceive are right or normal. These, in turn, shape the practices of the group, the outputs of its work, and its reputation or brand. In other words, I see culture most tangibly in how people act, including how they make decisions, how they treat colleagues and customers, how they define and reward success, talk about problems, view the world, plan for the future, develop products, etc.

We’re exiting a world in which culture was largely left untended to grow organically. The culture of a society—whether it’s a small tribe or a church group or a modern nation-state—often forms in this way. Slowly, over time, due in part to the insular nature of the group and its identification as being separate from the rest of the world, distinctions form, get reinforced, and become marks of uniqueness. That uniqueness is the culture’s particular how—how it thinks, how it acts, how it defines what’s right.

When you think of culture as developing through a slow, organic process, it’s easy to grasp how that particular approach mapped well with the rise of the twentieth-century organization. Traditionally, organizations were founded for a what—to mass-produce an automobile or a computer, to deliver oil or electricity, to provide a specific restaurant or hotel experience anywhere the customer happened to go, and they were built to do basically the same thing over and over as efficiently as possible in order to meet an ever-expanding market need while fending off others who tried to do much the same thing. The culture—the how—may have been instilled by a particularly intentional founder or leader, but it grew out of the processes and approaches that defined success within that model.

The more success accrued, the more that culture was reinforced. Indeed, we have seen throughout history that organizations with the “strongest” cultures are the ones that have been, in Jim Collins’ words, “Built to Last.” Collins’ research was based on the long-term success of definitive market leaders that had bested rivals with similar processes. Culture, to Collins, was the critical difference between those comparison companies. And this rings true to our understanding of twentieth-century organizations. Over decades, reinforced by success, the culture of lasting companies becomes locked-in and distinct. It was said, in the Mad Men era, that you could always tell someone who worked at an IBM or a GM by how he dressed, how he talked and acted, even how he thought.

We’ve entered a world in which companies come and go, break up and reform, and change direction at a much more dynamic rate. This started to happen in the early 1990s, when the big companies of the twentieth century, such as IBM or GE, began to divest themselves of major business lines and lay off tens of thousands of employees in response to market and financial pressures. And it accelerated as capital markets became attracted to the new technology startups of the dot-com era, when companies were formed and grew dramatically in valuation almost overnight.

The US military coined a term in the 1990s to describe the increasingly unsettled political, social, and economic environment: VUCA, which stands for volatile, uncertain, complex, and ambiguous. Today, it feels as though the pressures of VUCA have become even more daunting and real.

What are the root causes of this change? The suspects comprise a familiar lineup—technology, consumer expectations, globalization, capital markets, and employee expectations (you know those Millennials). However, it’s helpful to understand the influence of each in the context of the effect on corporate culture.

Technology and Consumer Expectations

Let’s start with technology. When information technology first began to change our world, it seemed as though its impact would be felt mostly in what companies could do and how people worked. Today, it’s clear that technology has had an even more radical impact on consumer expectations and habits. People now expect technology to deliver them whatever they want, whenever they want it, as cheaply as possible with no more effort than a swipe of a finger on a smartphone. This has led to incredible malleability in how and what we consume. Consumers are now willing to shift product loyalties or delivery mechanisms at the drop of a hat. Indeed, more than 60 percent of consumers who interact with brands today do so through multiple channels.11 Social media has normalized real-time responses, and consumers expect that immediacy in all aspects of their lives. They want consistency and quality regardless of time, place, device, or medium. Companies, meanwhile, are in a race to figure out how to reconfigure themselves to meet those insatiable needs and extremely high expectations.

Globalization

Globalization is another force that has affected how and what we expect from businesses. Once upon a time, products and services had a strong regional basis. Now, they can be delivered and consumed anywhere, any time, 24/7. Competitors are no longer next door; they’re all over the world and able to leverage lower overhead and a just-in-time global delivery system to beat you at whatever game you choose to play. This further reduces the value of the what and puts a premium on the how.

Capital Markets

Capital markets have the same global freedom. Once, relationships with investors and bankers were long-term, intimate, and clubby. Today, trillions of dollars zip from one side of the global economy to another in response to exciting new investment opportunities, thus abandoning less-promising ones without mercy. The appeal of “what” is more fleeting than ever; only “how” can sustain the interest of fickle capital.

Employee Expectations

Employee expectations have also changed dramatically. While people can’t move about quite as easily as goods, services, or capital yet, they are no longer as tied to geographic regions for employment. Working remotely or virtually is now unremarkable. Teams all over the world can collaborate in real time. And Millennials, in particular, are drawn to places of work that engage and stimulate them, and they enjoy the freedom to be choosy. As a group, they are adaptive and innovative by nature and prefer their employer to be so, as well. They aren’t attracted to traditional hierarchical structures, and they want to work for businesses that support innovation and thrive on change. In fact, according to Deloitte’s third annual Millennial Survey, 78 percent of Millennials are influenced by how innovative a company is when deciding whether they want to work there, and most say their current employer does not encourage them to think creatively.12

Millennials also care about company purpose and culture like no other generation before them. Forbes reports that 60 percent of Millennials leave their companies in less than three years, with the primary reason tied to the lack of a good cultural fit.13 And they consume products with the values of the companies making those products in mind. All of this points, once again, to the importance of “how” over what. Can twentieth-century culture evolve to meet the demands and pressures of the twenty-first century VUCA reality?

The difference between old-era culture and new-era culture is striking. A winning culture in the twentieth century was methodical, efficient, and hierarchical. It was built with industrial needs in mind to cohere around simple processes that could be scaled. It benefited from squeezing out variation as a way of reducing noise and controlling chaos. It won by focusing relentlessly on the what, and doing that same what over and over again. It changed when it had to, but only after long deliberation, exhaustive analysis, and as little course correction as possible.

Indeed, that description is one of the reasons why culture—so vaunted in the 1990s by the likes of Jim Collins and Tom Peters, among others—is under attack today as a force actually holding companies back. UC Berkeley’s Jennifer Chatman, a thought leader in research on organizational culture, acknowledges this when she writes, “Conventionally, researchers have argued that strong cultures that align employee behavior with organizational objectives should boost performance. More recently, research has shown that a strong culture can actually stifle creativity and innovation in dynamic environments because people are adhering too closely to routines creating behavioral uniformity, inertia, and an inward focus.”14

In other words, in a VUCA world, some believe that a strong culture can limit or hamstring an organization rather than bolster and protect it. And certainly this holds true when we think of a Blockbuster or similar behemoth. But Chatman’s research actually shows that a strong culture, in and of itself, is not disadvantageous today if—and it’s a big IF—that culture prizes adaptability and innovation over stability and process while also relying on strong alignment with values to direct people, rather than enforced adherence to rigid policies and rules. In fact, such companies—the ones with strong, cohesive, adaptive, innovative cultures—are performing better financially today and growing faster over time in spite of the turbulence of a VUCA world.

In essence, Chatman is saying that a strong culture reinforces a vigorous company’s direction because that company can successfully adapt or change depending on strategic needs or market forces. If the culture is too weak, people will not know what to do or how to act in tumultuous circumstances, and the organization will lose its way. But companies can go too far. If the culture is too calcified and inflexible, the company will be unable to adapt and innovate effectively.

I think of culture as the guide and the glue of an organization. When culture provides the kind of clarity and intentionality that support its “why” or purpose and the characteristics of its “how,” it helps people see and understand where they need to go. At the same time, when cultural values and characteristics are fully integrated into the fabric of how the organization operates, culture serves as the glue that binds everyone together around norms, expectations, mindsets, and behaviors. In the best organizations, this sense of cohesion and direction is aligned with programs, practices, and processes that reinforce a sense of rightness and shared passion in directing energies toward common goals.
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Chatman describes companies that are highly adaptable, innovative, and values-driven as characterized by “risk-taking, willingness to experiment, initiative-taking, along with the ability to be fast-moving and quick to take advantage of opportunities.”

NIMBLE, FOCUSED, AND FEISTY

When I consider Chatman’s research through the lens of my own and add my experience working directly with organizations that thrive or struggle, I see the types of companies she’s talking about as ones that have a very particular type of culture: one that is “nimble, focused, and feisty.” These are the companies that win in the twenty-first century.

Let’s look at each of these traits in turn.

Nimble

Companies that are nimble have structures and processes to guide them, but they encourage and foster adaptability, innovation, and risk-taking rather than impede it. This flexibility allows them to respond quickly to new developments, market shifts, opportunities, learnings, or customer demands.

Focused

Companies that are focused are not free-for-alls without limits. Instead, they work hard to build consensus and alignment around the culture as a way of binding employees together in the pursuit of common goals and mutual passions. That shared mission is reinforced by how the members of the culture communicate, work together, make decisions, and plan, among other activities. The unified sense of purpose that results helps people focus like a laser on the customer and understand how their individual contributions make a difference.

Feisty

And companies that are feisty have leaders and team members who are oriented toward making a major difference in the world and are eager to act bold and play big. They hire, promote, and reward accordingly, and they reject people who are not exceptional, creative, or driven enough to meet those expectations or who do not fit the culture and play well with others.

Throughout the chapters of part one of the book, I will share how these companies bring these characteristics to life through each of these three lenses.

SHARING PASSION

Brian Chesky, the CEO and co-founder of Airbnb, published a famous memo in 2013 that he sent to all the employees of his firm as a reminder to keep culture front and center. The memo was titled “Don’t Fuck Up the Culture” and it was based on advice given to the senior team by noted venture capitalist Peter Thiel
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