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CHANGE
IS NOT

A PROJECT

On January 11, 2020, Chinese
media reported the first nov-
el coronavirus death, a six-
ty-one-year-old man. In the
months that followed, the
world suffered millions of in-
fections and mourned hun-
dreds of thousands of deaths
from what became known as
COVID-19.

Suffering struck many or-
ganizations, communities,
and livelihoods as well. In the
United States alone, 30 mil-
lion people filed for unem-
ployment by May 2020. Cen-
tury-old companies, passed
down for generations, disap-
peared seemingly overnight.
Entire careers vanished.

Yet, as in every global up-
heaval before, the suffering
went hand in hand with cour-
age. Medical professionals
worked unimaginable mira-
cles to save the infected. Gro-
cery workers packed food for
all to eat. Bus drivers contin-
ued to connect the commu-
nities. Businesses took on the

chaos and fought to make
lives a little bit easier — or a lot.

Before COVID-19 put much of
the world on lockdown, Miro
was a nine-year-old compa-
ny with 280 employees and
a respectable following of
3.5 million users. Designed
to deliver a collaborative vir-
tual experience for a team
of people working on a digi-
tal whiteboard, Miro's flexible
solution mimics the experi-
ence of sitting together for
a brainstorming session even
if team members are dis-
persed around the world, sit-
ting on their own couches
in sweats.

Like many other virtual col-
laboration providers, Miro rec-
ognized and embraced the
growing trend of teams need-
ing to work together while
separated in space and time.
Most solution providers, how-
ever, made their bets on of-
fering a simple but relative-
ly rigid structure, still requir-
ing more sophisticated and

unstructured collaborations
to be done in person. Miro
went a different way, offering
extreme freedom and flexi-
bility of use, allowing for in-
finite ways to use the virtual
board (digital “sticky” notes
included).

Andrey Khusid, Miro's CEO,
explains: “My interest in the
power of visual communi-
cation and collaboration be-
gan more than a decade ago
when | was running a de-
sign agency. From the start,
our product gained traction
among people who usual-
ly relied on physical white-
boards but had to collabo-
rate with people in different
locations: designers, product
managers, scrum masters,
agile coaches, project man-
agers, program managers,
strategists. We got immedi-
ate feedback that our product
was solving a real problem for
so many remote workers and
distributed teams.”

As the virus forced people to
stay indoors and away from
their offices, Miro grew its
base to five million users and
21,000 paying customers, in-
cluding such household
names as Dell, Salesforce,
PwC, Electronic Arts, Veri-
zon, and Deloitte. Educators
and non-profit leaders joined
in as well. Because of Miro,
critical solutions were devel-
oped, deep insights were se-
cured, jobs were saved, learn-
ing opportunities were pro-

tected, and projects got lifted
off the ground, shutdown be
damned.

Miro saw a significant change
in quality, not just quantity of
customer experience: Larg-
er collaborative sessions with
twenty to twenty-nine simul-
taneous participants on a
board in a given week soared
1,807% in mid-April compared
with early March. Mean-
while, the total time spent
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video chatting increased by
a whopping 2,379% in April
compared with March. The
world was clearly ready to re-
invent virtual collaboration.

As many companies got
crushed by the waves of pan-
demic destruction and sank
to the bottom of the eco-
nomic ocean, Miro man-
aged to pull some survi-
vors out of the murky wa-
ters and offer them jobs.
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By April 23, 2020, the com-
pany landed a hefty $50 mil-
lion Series B investment,
had more than 330 employ-
ees, and announced plans to
hire 150 more by the end of
the year.

Miro's story of thriving and
serving in crisis is neither an
exception nor an accident.

In 2010, in the middle of an-
other crisis, researchers Ran-
jay Gulati, Nitin Nohria, and
Franz Wohlgezogen showed
that during the recessions
of 1980, 1990, and 2000,
17% of the 4,700 public com-
panies they studied did not
survive. They went bankrupt,
were acquired, or simply were
dismantled. Such fates are
expected in any significant
wave of change, but here is
what was striking. Nine per-
cent of the companies not on-
ly survived the chaos, but also
thrived, beating the compe-
tition by at least 10% in both
sales and profits growth.

In 2019, Walter Frick shared
a powerful Harvard Business

Review article, “How to Sur-
vive a Recession and Thrive
Afterward,” with similar re-
sults for more recent studies
done by Bain and McKinsey.
During the Great Recession
of 2008-2011, “the top 10% of
companies in Bain's analy-
sis saw their earnings climb
steadily throughout the pe-
riod and continue to rise af-
terward.”

The goal of this book is to
make sure that you avoid the
fate of the bottom 17% and
claim your spot in the flour-
ishing 10%.

In the past thirty years, | have
seen, lived through, and stud-
ied a wide variety of disrup-
tions around the world. Just
as with COVID-19, every time a
crisis started to descend upon
the globe, it unleashed a wide
variety of questions. They
ranged from the purely prac-
tical, such as “How do we cut
costs?”; to the more manage-
rial, such as “How do | coach
my team through paralysis?”;
all the way to the existential

“What does it all mean for the
way we live, work, and inter-
act in the future?”

But as time goes on in every
crisis, one question seems
to take over most business
meetings, conversations, and
articles. “How do we make it
until this is over?” starts an
executive meeting. “How do
we survive until things stabi-
lize?" echoes a chat room for
small business owners. “How
do we start getting back to
normal?” reiterates a business
news article.

Hidden in these statements is
a particular assumption: Sur-
viving disruption is to be seen
as a project — an isolated one-
time event, with a clear be-
ginning and an expected end.
All we need to do to survive
this crisis is to treat it like any
other project, and we'll cross
the finish line soon. Right?

The prevalence of this as-
sumption in business today
is not surprising.

For most of human history,
we've lived in volatile and un-
predictable environments.
Natural disasters as well as
man-made events created
a world in which people, or-
ganizations, and entire coun-
tries could disappear over-
night. From the Roman pan-
ic of 33 AD to the Dutch Tulip
Mania of 1637, financial crises
were omnipresent.

Whether your village was dis-
rupted by plague, bankrupt-
cy, or war, one thing was cer-
tain: Nothing was here to stay.

& & The goal of this
book is to make
sure that you
avoid the fate
of the bottom
17% and claim
your spot in the
flourishing 10%.

Yet this world of constant cri-
sis seemed to dissolve in the
second part of the twentieth
century. While isolated wars
and disruptions continued, all
in all, things seemed to sta-
bilize after the Second World
War: no significant global
conflict, relatively stable bor-
ders, no fundamental eco-
nomic disruptions. It looked
as if we had reached what au-
thor Francis Fukuyama mem-
orably called “The End of His-
tory.”

And that's when modern
management was born. Al-
though its foundations were
laid earlier with the first colle-
giate school of business creat-
ed in 1881, what we call man-
agement really took shape in
the three decades following
World War Il. The classic man-
agement functions — strate-
gy, human resource manage-
ment, operations research,
innovation, IT management,
and more — were all profes-
sionalized in the postwar era
of relative stability. Many of

our most beloved manage-
ment tools and frameworks —
Just-in-Time Production, To-
tal Quality Management, and
Michael Porter’s Five Forces
— were developed for a busi-
ness environment that was
relatively predictable.

For many years, the da-
ta seemed to justify the as-
sumption of stability built
into our business operating

BLOCKBUSTER

e

systems. As Steve Denning
of Forbes puts it: “Fifty years
ago, ‘milking the cash cow’
could go on for many dec-
ades. Half a century ago, the
life expectancy ofafirminthe
Fortune 500 was around sev-
enty-five years.” Geoff Colvin
of Fortune gives a similar
number for an average life
span of an S&P 500 company:
sixty-one years in 1958. Cor-
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porations worldwide enjoyed
long and healthy lives, with a
slow rise to the top of financial
performance and a gradual
decline to annihilation. The
rate of change was so slow,
and crises were so rare that re-
invention was rarely needed.
When it was, we had all the
time in the world to renew
our business on our terms, a
once-in-a-lifetime project.
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However, the stable, predicta-
ble postwar world, if it ever ex-
isted, is long gone.

Although popular economic
folklore highlights the Great
Depression that started in
1929 and the Great Recession
that erupted in 2008, there
were many others. Even if
we forget regional or indus-
try-specific crises and focus
only on country recessions,
the number is shocking.
IMD-Lausanne's Professor
Emeritus Jim Ellert shows
that even in the recent past,
since 1988, the world has ex-
perienced 469 country re-
cessions, which would aver-
age about one local recession
every 25 days.

Beyond economic disrup-
tions, as COVID-19 has demon-
strated, our modern deeply
interdependent world is ex-
periencing turmoil in every
shape and form. The World
Economic Forum’s 2019 Glob-
al Risk Report has mapped
out thirty critical risks across

five categories — econom-
ic, environmental, geopoliti-
cal, societal, and technolog-
ical — and showed the con-
nections among them. The
spread of infectious disease
was on that list, even making
it to the top 10. COVID-19 was
fully anticipated, and so were
many other disruptions. To
borrow from author William
Gibson, “The next crisis is al-
ready here —it's just unevenly
distributed.”

As globalization, technolo-
gy, interconnectedness, and
many other trends contin-
ue to bring volatility and un-
certainty to our world, we
seem to be stuck with man-
agement tools and assump-
tions that are outdated and
life-threatening to our busi-
ness.

This is showing up in the lon-
gevity of today's top firms.
To go back to Denning:
“What's different today is
that globalization and the
shift in power in the market-

place from buyer to seller is
dramatically shortening the
life expectancy of firms that
are merely milking their cash
cows ... Now [the life expec-
tancy of a firm is] less than fif-
teen years and declining even
further.” That number is sup-
ported by the 2018 Corporate
Longevity Forecast conduct-
ed by Innosight that showed
in 1964, the S&P 500 compa-
nies would stay on the list
for an average of thirty-three
years. It “narrowed to twen-
ty-four years by 2016 and
is forecast to shrink to just
twelve years by 2027."

&£ Since 1988,
the world has
experienced
469 country
recessions, which
would average
about one local
recession every
25 days.

Staying on top of the game
is becoming an impossible
task as well. “Only 44% of to-
day’s industry leaders have
held their position for at least
five years, down from 77%
a half-century ago. One out
of three public companies
will cease to exist in their
current form over the next
five years — a rate six times
higher than forty years ago,”
according to BCG, a global
consulting firm.

And that brings us back to
where we started: When are
we going back to business as
usual, where things are sta-
ble, and disruptions are rare
and isolated? A world where
we can manage a crisis as we
would a project?

The simple answer is: Never.

Volatility is here to stay. In
a world of constant flux,
change cannot be treat-
ed as an isolated project. If
you live in a warm climate
where snow falls once in fif-
ty years, you can look at a

snowstorm as a rare isolated
event to plow through. But if
it snows routinely and repeat-
edly, you need to build a sys-
tem, allocate resources, and
deal with snow as if you mean
it (perhaps making a bit of
money on a new skiing resort
and turning snow into your
competitive advantage).

And that brings us back to
the story of Miro. When we
look at disruption as a rare
event, it's easy to see the suc-
cess of the company as pure
luck —a story of a business be-
ing perfectly but accidentally
positioned to thrive amid an
unpredictable pandemic. But
the success of Miro was not
an accident — just as the pan-
demic was not unpredictable.

The company was built to
capture and monetize the
new and emergent reality
of remote work. This trend
has been explored and re-
searched for years, but count-
less organizations and entire
industries (think tradition-

al education, event manage-
ment, or office software busi-
nesses) all ignored the com-
ing disruption.

In contrast, throughout near-
ly a decade of its existence,
Miro turned reinvention in-
to an art form - anticipating,
designing, and implement-
ing change again and again
across products, processes,
market positioning, and be-
yond. Want to use a virtual
board but don't know where
to start? Here is a template.
Have your own template that
works? Share it via Miroverse
—the global Miro community.
Need a timer to make virtual
sessions easier to facilitate?
Yes, it's ready. The list of rein-
ventions is long and colorful.

In 2019, to capture its jour-
ney of deliberate consist-
ent change, the company
rebranded. Taking a consi-
derable risk, it abandoned an
established but narrowly fo-
cused brand, RealtimeBoard,
to bring renewal and energy
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with a more universal Miro. “ One out of three

Like many other reinventions
before, this one seemed to
pay off — preparing the busi-
ness for the turmoil of 2020.
Perhaps the old saying has
been right all along: Luck is
what happens when prepara-
tion meets opportunity.

And that's what this book
is all about. The challenge
we face isn't about trying
to survive until things stabi-
lize, but rather about learn-
ing to thrive in constant cha-
os. That happens only when
we accept that change is no
longer a project and build a
well-thought-out reinvention
system that works.

My goal is to help you build
such a system.

public companies
will cease to exist
in their current
form over the
next five years -
a rate six times
higher than forty
years ago.




YOU ARE
READING
THE CHIEF
REINVENTION
OFFICER
HANDBOOK.

BUT WHAT
IS A “CHIEF
REINVENTION
OFFICER"?

What is “Chief Reinvention
Officer”? A mindset? A meth-
od? A movement? An actual
managerial position?

The answer is: All of the above.

“Chief Reinvention Officer” is
a term | first coined in 2014
when Mark Levy, a brilliant
management thinker and
author of Accidental Geni-
us, asked me: “If what you do
in companies, all those dec-
ades of working with disrup-
tion and change, had a job ti-
tle, what would it be?”

That was a tough question, so
| went through a list of pos-
sible answers one by one.
Chief Innovation Officer? No,
my job is also about protect-
ing the old. Chief Transforma-
tion Officer? We are so tired
of the word transformation,
and it so rarely produces re-
sults! Chief Strategy Officer?
But what about implemen-
tation?

And then it just came out.
“Chief Reinvention Officer.”
Mark stopped for a second

(he is a tough critic, so | was
bracing for impact). Then he
said, “l think you should pur-
chase the URL today.”

And that was it.

By January 2015, our first re-
invention manifesto was pub-
lished.

By April 2015, | was speak-
ing on the TEDx stage about
why companies need Chief
Reinvention Officers and why
countries must establish Min-
istries of Reinvention.

By summertime, our lawyers
were asking us to trademark.
My answer was as hon-nego-
tiable as it was swift. No. We
are NOT going to trademark
this. Chief Reinvention Officer
is a title meant to be used by
as many people as possible.
Even more important, Chief
Reinvention Officer is a title
you give yourself long before
it gets instituted at your com-
pany. So absolutely not!

Imagine my surprise when
that simple vision started
to come to life?!

First, | changed my own ti-
tle to Chief Reinvention Of-
ficer. Since most of all, Chief
Reinvention Officer is a way
to see the world, we gath-
ered a global community un-
der this banner to share rein-
vention resources, build new
tools, and rethink the way this
world works.

In the years that followed,
business models, products,
processes, and organization-
al cultures were reinvented.
Lives were completely re-
imagined. Nonprofit organ-
izations rebuilt themselves.
All this happened while ex-
changing successes, accept-
ing failures, and sharpening
the tools and ideas within our
reinvention tribe.

Then the movement grew,
as pioneers from many cor-
ners of the world start-
ed to claim this title. The first
Chief Reinvention Officer at
a European manufacturing
company. At a South Afri-
can consultancy. Appointed
to a newly created position

for the U.S. state of North Da-
kota. What in the world did
we just start? A revolution.

Now it's your turn to join us.
Without anybody's invitation.
Without asking for permis-
sion. Become the Chief Re-
invention Officer of your own
life and perhaps of your com-
pany as well.

In a world where you are ex-
pected to change at least five
careers and countless jobs
per life, the one thing that will
stay constant is reinvention.

So make it yours. Turn change
and disruption into an oppor-
tunity. Grow reinvention into
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your superpower, your core
competence, your compass
throughout the uncertain-
ty, volatility, and chaos of our
world.

Welcome to our global rein-
vention movement. We've
been waiting for you.

Ready to sail?
Let's do it!




Forget programming —
the best skill to teach children
IS reinvention.

Yuval Noah Harari
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THIS IS
NOT YOUR

USUAL
BOOK

Here's the deal: Traditional-
ly, publishing a book takes
two to three years. From de-
veloping the content to get-
ting the contract to going
through production, this pro-
cess takes a lot of time. In oth-
er words, today’s “hot off the
press” business books were
probably started at least two
years ago — and were based
on concepts and data devel-
oped half a decade earlier.

That all seems so twentieth
century!

To put it bluntly, today’s
speed of change doesn't al-
low for such a relaxed pace.

In a world where compa-
nies need to reinvent them-
selves every two to three
years just to survive, a book
based on data and ideas that
are five years old simply won't
do. Since this is a book about
speed of change, it would be
laughable to go the tradition-
al route.

We want you to see the
benchmarks and insights

from our annual Global Re-
invention Survey as soon as
we get them — not years later.

We want you to use our di-
agnostic tool the moment
it's tested and has proved its
usefulness — not when it's too
late for you to diagnose and
prevent a calamity.

We want you to see the dif-
ferent ways that companies
deal with change as it hap-
pens — not when the eco-
nomic conditions make their
lessons irrelevant.

We want to deliver this
book into your hands just in
time — and make sure you
have both theoretical knowl-
edge and pragmatic tools to
deliver tangible results.

It could spell the difference
between your success or fail-
ure.

That's why we're reinventing
what a modern book looks
like.

This is a living book.

Reinvention is not a spec-
tator sport. Just as you can-
not grow your physical mus-
cles by reading a book about
push-ups, you cannot grow
your reinvention muscles by
reading the words on these

pages.
You have to live it.

To make sure it's as fun as it
is impactful, we've made a
few choices to add life to the
book:

1. This is a handbook, meant
to be always handy, avail-
able for a different kind
of reinvention challenge. It is
rich with tools and designed
to be read in different ways:
sequentially, from beginning
to end, or non-linearly, start-
ing with any topic or tool you
find most needed right now.

2. This is a workbook, im-
agined to be worn out, writ-
ten on top of, with at least
one tool, our Business Mod-
el Reinvention Cards, to be
cut out of the book and used
immediately. Don't skip the
practice. Do the work.

3. This is a community pro-
ject. Every concept, defini-
tion, framework, and tool in
this book was developed to-
gether with practicing busi-
ness leaders, putting every
idea and tool to the test.
We've updated and reworked
every worksheet, and we will
continue to evolve these re-
invention strategies as your
business and life evolve.

‘ ‘ Reinvention is not a spectator sport.
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HERE IS HOW IT WORKS: A

e

You buy it once but continue to get new bonus insights
and resources, including video tutorials for key concepts
and tools.

To access the bonus section, make sure to sign up
at learn2reinvent.com/handbook

Throughout the book, additional resources are

featured:

« Our own tools, such as tests, cases, and visuals, can
be used openly in your business and personal life. No
permission is necessary, but if you find them useful,
we do ask you to provide a reference to our work — so
that we can connect and support everyone who needs
reinvention most.

+ Recommended books and articles are offered in
each section as additional resources can be easily ac-
cessed. Each recommmendation is carefully selected
and tested for real-world impact. And if you are having
trouble finding the mentioned materials, you can al-
ways go to the resource section of our website to find
the links for all the recommendations and much more.

« Our private online community, called Reinvention
Society, supports you daily as you put the new rein-
vention ideas and tools into practice. Here you can
ask for feedback on your new product or process, see
the latest cases and examples, and get your questions
answered at our regular free, live Q&A sessions. You
can find more information about the commmunity in
the bonus section.
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A global reinvention tribe
worked on making this book matter

The Chief Reinvention Officer Handbook: How to Thrive in Chaos was co-created, tested, and improved by a community
of true business leaders, change-makers, strategy consultants, innovation practitioners, and pioneers. We are deeply grateful
to our tribe of over 3,000 practitioners from more than 40 countries who participated in our workshops, surveys, and tool-testing
efforts. And some went above and beyond crafting, editing, and contributing to these pages:

Katarina Aaron, Canada
Nurtay Abilgaliyev, Kazakhstan
Shelagh Aitken, United Kingdom
Damla Aktan, Turkey

Stefan Alijevikj, Macedonia
Agustin Andrade, Argentina
Sonja Angelovska, Macedonia
Ivan Antonijevic, Montenegro
Mirza Asfaar Baig, Saudi Arabia
Laurent Astaix, France

Martin Baeuerle, Qatar

Cindy Balan, USA

Audrey Ball, USA

Marité Ball, USA

Michelle Bartlett, United Kingdom
Maia Beatty, USA
Christopher Bishop, USA
J.R. Bjerklie, USA

Madelyn Blair, USA

Lucie Blais, Canada

Jorge Blanco, Mexico
Krishna Bobba, USA

Kath Bogie, USA

Jessica Brennan, Belgium
Ania Brown, Belarus & USA

Scarlett Brukmann, Australia

Mike Bucher, Austria

Svitlana Buko, Russia, Slovenia, & Italy
Anna Bulaeva, Russia

Violeta Bulc, Slovenia

Simon Butt-Bethlendy, United Kingdom
Fernando Caballero, Peru

Pablo Calvo, Mexico

Monica Calzolari, USA

Yuliya Cannon, USA

Joan Carbonell, Spain

Jak Carroll, Australia

Dave Chamberlain, Canada

Alfredo Chavarin Pimentel, Mexico

Elena Chernenko, Belarus
Dmitry Chernenko, Belarus
Lisa Chernenko, Belarus & Russia
Dave Cherry, USA

Dusan Cicmil, Slovenia
Kandy Cleland, USA
Damon Colaluca, USA

Joe Cristiano, Canada

Dan Croitoru, Romania
Verushka Cruz, Australia
Michael Cullen, Canada
Paolo Curati, Italy

Matthew Cuthbertson, Australia

Elizabeth Dalling, Israel
Alexandra De Pretis-Elste, Austria
Marc de Sainte Foy, Belgium
Olivier Delattre, France

Sonia Di Maulo, Canada

Silviya Dineva, Bulgaria

Dmitry Dmitriev, Kazakhstan
Patricia Dopazo, USA

Eleni Dracopoulos, Canada

Neil Drobny, USA

Aleksas Drozdovskis, Lithuania &
Netherlands

Charl du Bois, South Africa
Eloise Duncan, Canada
Johana Dunlop, France

John Dyckhoff, New Zealand
Anastasia Dyuryagina, Russia
Ozioma Egwuonwu, USA

Michael Emmart, USA

Mary Fair-Taylor, USA
Susanna Farnes, Spain
Katja Fasink, Slovenia

Bill Ferguson, USA

Jasmina Ferk, Slovenia
Carlena Ficano, USA

Owen Finn, Ireland

Gil Friend, USA

Laura Galiyeva, Kazakhstan
Dennette Gardner, USA
Marsel Gareev, Russia
Katarina Gasperlin, Slovenia
Christiane Gingras, Canada
Metka Glas, Slovenia
Lambert Gneisz, Austria
Lindsey Godwin, USA

Maja Gorjanc, Slovenia

Ziva Gorup Reichmann, Slovenia

Tracey Gould, South Africa

David Gouthro, Canada
Gary Graham, South Africa
Manja Greimeier, Germany
Rini Grover, USA

Eduardo H. Guerra, Mexico
Gillian Haley, USA

William Hancy, USA

Jim Hankins, USA

Gretchen Harnick, USA

Tania Harvey, United Kingdom

Ed Hawkins, USA

Frank Henrich, Germany
Christoph Herold, Germany
Clodagh Higgins, Ireland
Thomas Hinterseer, France
Florence His, France
Georgeta Hisic, Romania
Birgit Hochreiter, Austria

Rinor Hoxha, Albania
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Gasper Hren, Slovenia

Raushan Irgaliyeva, Kazakhstan
Ivan Ilvanovic, Serbia

Klaudija Javornik, Slovenia

Lila Jernovoi, USA

Vladimir Jernovoi, USA

Gregor Jeromen, Slovenia
Urska Jez, Slovenia

Beata Jiraskova, Slovakia
Zdenka Junasova, Slovakia
Luka Kacil, Slovenia

Hokuma Karimova, Azerbaijan
Olga Kashparova, Russia

Jatin Kataria, India

Marko Ketler, Slovenia

Barbara Khattri, United Kingdom
Gordana Kierans, Croatia
Pierre Kleinhans, South Africa

Sonja Klopcic, Slovenia
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Francois Knuchel, United Kingdom
Andreja Kodrin, Slovenia

Mitja Kolbe, Slovenia

Krystal Kolodziejak, Canada
Sinisa Koséina, Croatia

Greg Krauska, Austria

Kathy Krone, USA

Ina Kukovi¢ Borovnik, Slovenia
Erin Kurchina, Canada

Anna Kuzina, Russia

Muriel Larvaron, France

Shukhrat Latypayev, Kazahkstan
Jennifer Lavoie, USA

Rok Lesjak, Slovenia

Mark Levy, USA

Antonio Lorente Redondo, Spain
Barbara Luckmann Jagodic, Slovenia
Pinki Luwaca, South Africa

Duncan MaclLachlan, France
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Michael Magdalenic, Belgium
Martin Maitz, Austria

Maja Majstorovié¢ Hajdukovié, Slovenia
Evgeny Makhina, Russia

Anurag Maloo, India

Ana Marinig, Slovenia

Mojca Markizeti, Slovenia

Urs Maron, Switzerland

Shawn Marshall, USA

Jose Antonio Mateo Moreno, Spain
Aidan McCullen, Ireland

Megan McDougald, Canada
Molly McGuigan, USA

Kent McKown, USA

Yosr Melki, Netherlands

Jim Merhaut, USA

Migena Merkoci, Albania
Natalya Michurina, Kazakhstan

Dmitry Milchak, Canada

Susan Mills, USA

Aleyona Mitina, Kazakhstan & Austria
Bernard Mohr, USA

Pascale Molin, France

Debby Montelly, France

Jose Antonio Morales, Peru & Slovenia
Yernar Nakisbekov, Russia
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HY Businesses Sink

Ask any manager or entrepre-
neur on planet Earth, “What
is your key challenge?” You
are sure to hear an answer
like this over and over again:
“Staying afloat!”

The fast-moving, up-and-
down economy we live in to-
day makes the task of staying
afloat increasingly difficult.
Just as we handle one crisis,
another appears on the ho-
rizon.

Digital, millennials, new regu-
lations, new competition, po-
litical turmoil, Artificial Intel-
ligence, Industry 4.0, block-
chain, sharing economy,
circular economy, substitute
products, you name it. The
waves of disruption come
crashing faster and faster,
fundamentally changing the
way we work, profit,and com-
pete. How do we survive and
even thrive?

The metaphor of staying
afloat — the way a sailing
boat stays afloat on the rag-
ing ocean - offers a perfect

answer to all of us looking for
an answer. A sailing boat does
not fight the waters or try to
avoid the wind. Instead, it us-
es the power of water and
air to move with purpose. It
not only survives, but also
thrives on turbulence, mak-
ing wind its friend. But to do
that, we have to make sure
that the boat is built correct-
ly, the crew is trained proper-
ly, and the right maps, binoc-
ulars, and compasses are at
our disposal.

That is why we use the story
of a ship as the central theme
of this book. It is an invita-
tion to think of yourself, your
team, and your organization
in a new way. The key ques-
tion is not how we survive un-
til the storm is over. The key
question is how we learn to
use the storm to power up
our sails. And for that, we have
to start by understanding and
embracing the storm.

‘ ‘ How do we survive —
and even thrive?

@ ChiefReinventionOfficer.com

What trends, changes, and disruptions are most important for you and your
business? What keeps you up at night? What gets you excited?
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For nearly twenty years,we've  dia, and the public. The ship .
been working in the field was equipped with the most
W H A I R EA I Y of survival an.d sustainabili- adYanced naval technology What, in your view, sank the Titanic? Don’t worry if you haven't studied the history
ty — researching and devel- available, as well as a remark- of this disaster; the famous movie is a solid reference as it has been confirmed to be
oping ways for businesses able crew of some of the most historically accurate and will do for the purpose of this exercise.

SA N K I H E to stay afloat, no matter what experienced and respected Write down whatever easily comes to mind:
disruptions come their way. naval leaders of their time. So
To understand the mechan- the crucial question is: Why

I I I A N I ( : A N D ics of survival, it helps to look  did the Titanic sink?
at the successes and failures

of the past.
H ow I O One of the best known and “ The crucial
most illustrative failures of all question is: Why ,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,

time? The Titanic.

P R EVE N T _ _ . did the Titanic
On a chilly Sunday night, April sink?

14,1912, at 11:49 pm, the Royal

Mail Steamer Titanic, en route
YO U R from Southampton to New |

York, collided with an iceberg

and sank within three hours, /0
( O M PANY leading to the deaths of near-

ly 1,514 of the 2,224 passen-
gers and crew. The ship's sto-
F Ro M G 0 I N G ry is both famous and pow-

erful as it holds lessons to be
learned on how to create and

U N D E R prevent disasters.

The largest man-made mov-
ing object at the time, the
Titanic was considered un-
sinkable by all: experts, me-
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Warnings

Most of us know that the Ti-
tanic's crew was aware of the
dangerous icebergsin the ar-
ea. Butsome of usdon't realize
how many times the crew was
warned. The answer: at least
six times! The last and most
specific of the six was not
passed along to the cap-
tain by senior radio operator
John George “Jack” Phillips
because it was not marked
with the prefix “MSG"” (Mas-
ters’' Service Gram), which re-
quires a personal acknowl-
edgement from the captain.
Phillips interpreted the mes-
sage as not urgent and re-
turned to sending messages
for the first-class passengers
to a receiver on shore at Cape
Race, Newfoundland, before
the ship went out of range.

Even more: Before the Ti-
tanic hit the iceberg, Phillips
was so concerned with keep-

30

ing the high-paying custom-
ers satisfied that when inter-
rupted with a warning of the
upcoming ice field, he told
Cyril Evans, the radio opera-
tor of the passing ship Cali-
fornian, “Shut up, shut up, |
am busy; | am working, Cape
Race!” Customer satisfaction
is all the rage. But pushing it
for the wrong whim of every
customer might accidentally
push your business over the
edge.

Unless the job requires con-
stant customer contact,
chances are your employ-
ees have near-zero inter-
action with customers and
their needs. When it comes
to suppliers, the situation is
even worse: Unless you are a
buyer, most believe it is the
job of the procurement de-
partment to get insights and
warnings from suppliers.

Yet it is precisely the regular
and deliberate connection
with customers and suppli-
ers that offers you rich in-
sights and timely warnings of
a possible crisis to be averted.
Having most of the employ-
ees cut off from the external
partners creates real danger
and increases the chance of
missed opportunities.

& & Customer
satisfaction is all the
rage. But pushing it
for the wrong whim
of every customer
might accidentally
push your business
over the edge.

How often do you get insights, trends, and warnings from your customers and suppliers?
What can you and your team do to get better and more timely warnings?
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No practice

The Titanic's final voyage was
also its very first. In fact, the
ship barely made it out of the
construction site and had
only a few hours of test runs
in open waters before sail-
ing across the ocean. Neither
ship nor crew had significant
time to "gel" together, and
the most vital performance
and safety procedures were
never practiced.

The ship’'s mandatory sea tri-
als began at 6 a.m. on Tues-
day, April 2,1912, only two days
after all final fittings were
completed and barely eight
days before it was due to leave
Southampton on its maid-
en voyage. Over the course
of about twelve hours, the Ti-
tanic was navigated at differ-
ent speeds, first in a protect-
ed area and then in open wa-
ters. The ship’s turning ability
was tested, and a "crash stop"
was practiced. The Titanic was

able to come to a full stop in
850 yards (777 meters) or 195
seconds. Twelve days later it
would take the Titanic about
thirty-seven seconds from
the moment the iceberg was
sighted to the moment the
ship collided with it. When re-
ality hit, it hit the Titanic hard
and fast.

Even more disturbing is that
absolutely no safety drills
were ever organized before
or during the voyage, and no
one among leadership was in
charge of passenger safety.
In an ironic twist of fate, the
first lifeboat drill for passen-
gers and crew was scheduled
for 11 a.m. on the day of the
ship's sinking. However, the
captain canceled it with no
explanation just hours before
the collision. As a result, the
crew had no idea how to act
in a disaster.

No procedures were devel-
oped, and no skills were built
for operating lifeboat equip-
ment.

No clear passenger commu-
nication and organization
protocol was designed or
taught to the crew.

Cost of no practice? Even
though the ship carried about
2,224 people, it had only life-
boats for 1,200. With no prac-
tice for lifeboat operations,
the crew deployed many
boats half-empty,and as a re-
sult, no more than 710 people
were saved.

Just like any other compe-
tence, managing change can
be learned and developed in-
to a strong managerial mus-
cle. The problem is that most
of us in business are expect-
ed to perform improvisation-

ally: We never hold "practice
meetings" or give teams a few
weeks of "rehearsals time" be-
fore the project commences.
When it comes to managing
change, the situation is more
dire: When building our busi-
nesses, we have a bias toward
stability. Most companies are
built with an assumption that
the situation will remain sta-
ble and predictable with a rel-
atively low volatility.

Take the budgeting pro-
cess, for example. For a typ-
ical publicly traded compa-
ny, the budget is set once a
year, and adjustments are
made quarterly. But what
happens when markets
get dangerously volatile or
a global pandemic hits?

We recently worked with
a global 70,000+ employee
commodity company that
experienced a nearly 80%
drop in prices for its signature
product. The company had
absolutely no way to recon-
cile this difference quickly. Its
formal re-budgeting would
take months, and by then the
damage could have been ir-
reversible. When it comes to
change, practice is crucial.

‘ ‘ Just like any other
competence,
managing change
can be learned.
For that, practice
is crucial.

@ ChiefReinventionOfficer.com

How does your company cultivate change and reinvention capacity
in its people and managerial processes? What works? What can be improved?

A
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Past success

On the night of the collision,
the ship's captain had already
gone to bed. First Officer Wil-
liam McMaster Murdoch was
left in charge of the ship. At
age thirty-nine, Murdoch had
sixteen years of maritime ex-
perience behind him and
was known for his “cool head,
quick thinking, and profes-
sional judgement.” In fact,
Murdoch was particularly fa-
mous for his masterful track
record of averting ship colli-
sions.

In one instance, Second Of-
ficer Murdoch of a new liner,
the Arabic, averted a disas-
ter when a passing ship was
spotted bearing down on the
Arabic out of the darkness.
Murdock overrode a com-
mand from his superior
to steer the ship to the left,
rushing into the wheelhouse,
pushing the quartermaster to

a side and holding the ship
steady on course. As a result,
the two ships passed within
inches of one another with-
out any damage.

The incident with the Arabic
was one of many that Mur-
doch mastered in his career,
and in the thirty-seven sec-
onds between the first sight-
ing of the iceberg and its col-
lision with the Titanic, the of-
ficer fully relied on successes
of the past to make executive
decisions in the present. We
all know how it turned out.

While practice is crucial to
work out the details, it is es-
sential to use past experi-
ence deliberately and intel-
ligently. Practice gets you
prepared but can quick-
ly turn into overconfidence
or refusal to change. Com-
panies large and small have
a love affair with the man-

tra “We've always done it this
way.” However, as a slew of re-
search summarized by Fast
Company suggests, past ex-
perience can be deceiving
and dangerous: “It's impor-
tant for leaders to understand
their teams’ tendency to over-
generalize from past experi-
ence. Just because one prod-
uct launch went well doesn't
mean the same approach will
work equally well for the next

”

one.

Marshall Goldsmith and
Mark Reiter in their best-
seller, What Got You Here
Won't Get You There, paint
a clear picture of how past
successes limit our ability to
deal with new challenges:
“We get positive reinforce-
ment from our past success-
es,and, in a mental leap that's
easy to justify, we think that
our past success is predictive

of great things in our future...
Our delusions become a seri-
ous liability when we need to
change. We sit there with the
godlike feelings, and when
someone tries to make us
change, we regard them with
unadulterated bafflement.”

& & What got you
here will not
get you there.
Instead, your
past success
might actually
destroy your
every dream.

@ ChiefReinventionOfficer.com

Where do you see past experience serving your company well, and where is it
limiting progress? What can you do to become more mindful and selective
in the use of past experience?
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No binoculars

The night of the collision was
clear and still. Perched 50 feet
(15 meters) above the forecas-
tle deck in a small open box
called “the crow’s nest,” look-
outs Frederick Fleet and Regi-
nald Lee worked their two-
hour shift. Inside the nest,
Fleet and Lee had a large bell
to grab general attention and
a telephone to reach the cap-
tain's bridge. What they did
not have, however, was a pair
of binoculars.

A company's ability to notice
and adapt to change is often
seen as an issue of motiva-
tion and commitment. Moti-
vation isimportant, but it can
take you only so far. No mat-
ter how motivated and com-
mitted to success your people
are, if they don't have “binoc-
ulars” — the tools they need to
deliver — your efforts are use-
less. User-friendly technolo-

gy, solid assets, smart busi-
ness processes, and well-oiled
management systems must
be at the fingertips of em-
ployees to be able to perform
when it matters the most.

One hundred years later, with
all the advancesin modern
technology, it is still hard to
imagine any ship in the open
waters with no binoculars.
The Titanic, too, had a num-
ber of binoculars on board,
but for much of the trip they
were locked up in a storage
cabinet.

The key was held by Sec-
ond Officer David Blair, who,
in a last-minute leadership
change decision, was asked
to sit out the trip before the
ship’s departure from South-
ampton on April 9. Leaving
the Titanic at the last minute
and very disappointed, Blair
forgot to hand the key to his

replacement. It is likely that
the cabinet or its lock could
be broken. However, nobody
made the call.

@ ChiefReinventionOfficer.com

For your business, what tools are crucial today? How can your company make sure
that everyone has these crucial tools at the right time in this changing environment?
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Lookout Fred Fleet, who sur-
vived the Titanic disaster,
would later insist that if bin-
oculars had been available,
the iceberg would have been
spotted in enough time for
the ship to take evasive ac-
tion. The use of binoculars
would have given “enough
time to get out of the way,”
Fleet reportedly said.

By the time the iceberg was
noticed, the ship was too
close to avert the disaster.

This was, quite literally, the
case of blinding overconfi-
dence.

The binoculars story also
highlights that major lead-
ership decisions were made
while the Titanic was already
in progress. David Blair was
one of the top three exec-
utives in charge of the ship
when it left for its maiden voy-
age. However, he was asked
to step down and had to leave
the ship during its first stop,
taking the key to the binocu-
lars cabinet with him.

Moving people the same way
you move furniture, without
full understanding of their
scope of responsibility, is a
recipe for disaster.

‘ ‘ This was, quite literally, the case
of blinding overconfidence.

@ ChiefReinventionOfficer.com

In your company, how are leadership and team decisions made? What can you do
to strengthen the capacity of your teams to be ready for unexpected change?
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The iceberg The sea and the sky

We already reviewed a num-
ber of possible causes for the
Titanic disaster, but we may
not have come to the one you
probably wrote down first:
the iceberg.

Whenever we work with
a company or discuss the Ti-
tanic story on stage, the ice-
berg is among the first caus-
es mentioned. And if you go
back a few pages and review
your own list of the possi-
ble causes, chances are the
iceberg is among the main
ones.

So why did we leave the most
obvious for last?

Most of the time when we are
asked to work with a compa-
ny on reinventing its prod-
ucts, processes, or the entire
business model, we are not
there during the good times.
By the time we are called,

40

things are already deteriorat-
ing: The iceberg has been hit,
so to speak. And oh boy, it is
easy to blame that iceberg!

The iceberg can take many
forms. Sneaky competitors,
overbearing regulators, lousy
weather, bad design, late sup-
pliers, lazy customers, those
finance-department knuck-
leheads: We've heard it all. It
is so easy to blame your pre-
dicament on someone else.
But here is the thing: While
you cannot prevent the ice-
berg from appearing, you
can damn well make sure
you don't hit it. The choice is
in your hands.

& & While you cannot prevent the iceberg
from appearing, you can damn well
make sure you don't hit it. The choice

is in your hands.

Finally, there are two more
“suspects” in the Titanic story
that often get forgotten: the
sea and the sky.

As you remember from your
school days, ocean and air
work together as a part of
the water cycle, much the
way the different forces in our
business environment work
together to form new storms
or calm the waters for our
company. When it comes to
literal or metaphorical Titan-
ics, there is no question that
the sea and the sky always
play a role.

If it were not for the move-
ment of the water and the
wind, the iceberg and the
ship would not have encoun-
tered each other on that fa-
tal night in the North Atlan-
tic Ocean. Similarly, without a
wide range of interconnected
forces — technological, eco-

nomic, social, political, eco-
logical,and much more — our
companies would not have
to face many of the disrup-
tions and crises we do today.
It seems that lately, the sea
and the sky that our business-
es aim to navigate are turning
increasingly more chaotic.

At the beginning of the
book, | spoke about the rate
of change and the constant
disruption we are all expe-
riencing. Let me add a few
strokes to that picture: 2017
PWC survey of CEOs conclud-
ed that crises are hitting with
greater frequency, with 15%
of CEOs facing five or more
crises in the past three years
and 30% anticipating more
than one crisis in the follow-
ing three years, including fi-
nancial, legal, technological,
operational, humanitarian,
reputational,and human cap-

ital disruptions. By the end of
those three years, the fears
seemed well-justified: In the
2020 survey, the share of busi-
ness leaders very confident
in their twelve-month growth
prospects fell to 27%, the low-
est level since 20009.

&£ 't seems that
lately, the sea
and the sky that
our businesses

aim to navigate
are turning
increasingly more
chaotic.
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How can we not only survive,
but also thrive in this chaos?

To answer this question, we
must first understand the na-
ture of chaos. What comes to
your mind when you hear the
word?

In the spring of 2020, | asked
more than 700 students
of our Reinvention Acade-
my — all business managers,
owners or consultants — this
very question. “What comes
to mind when you hear the
word chaos?”

The answers were incredibly
consistent: disorganization,
anarchy, loss of control, crazi-
ness, darkness, mess, horror.
One answer stood above all:
lack of order.

Yet when you pose the same
question to scientists, they
paint a completely different
picture. Look up chaos across
the wide range of scientific
publications, and you'll see
that as mathematicians Jon-
athan Borwein and Michael
Rose put it, “Order and chaos

are not always diametrically
opposed. Chaotic systems are
an intimate mix of the two:
From the outside they dis-
play unpredictable and cha-
otic behavior, but expose the
inner workings, and you dis-
cover a perfectly determin-
istic set of equations ticking
like clockwork.”

You will also discover Mar-
garet Wheatley, who in her
classic book Leadership and
the New Science: Discover-
ing Order in a Chaotic World
explains the relationship be-
tween chaos and order in this
way: “These two forces are
now understood as mirror
images, two states that con-
tain the other. A system can
descend into chaos and un-
predictability, yet within that
state of chaos the system is
held within boundaries that
are well-ordered and predict-
able. Without the partnering
of these two great forces, no
change or progress is possi-
ble. Chaos is necessary to new
creative ordering.”

Perhaps the best illustration
of what chaos is that | ever
saw came from geneticist
Bruce Lipton at one of his lec-
tures about three years ago.

Remember the last time you
were at a busy rail station like
the Grand Central in New
York. Imagine you are stand-
ing on the balcony looking
down. You see hundreds of
people moving in different
directions, wedding pictures
being taken, and people wait-
ing to meet their loved ones.

It seems like a lack of order,
but it's not. This is actual-
ly chaos. The reason is that
everyone in this picture is not
moving mindlessly or ran-
domly. Everyone has a pur-
pose, a direction, a logic for
their actions.

&£ How canwe
not only survive
chaos — but learn
to thrive in it?

What would lack of order look
like? If | get a megaphone
and scream “Firel,” people will
panic and run with no pur-
pose or clear direction. That
would be disorder indeed, but
it has nothing to do with cha-
os.

Chaos is not a lack of order.
Chaos is a presence of more
than one order. Chaos is hav-
ing some of your customers
yearning for a new car while
others are seeing car owner-
ship as “something boomers
do,” and you still need to find
a way to satisfy both. Chaos is
having some of your suppliers
betting with one type of tech-
nology and others choosing
an alternative, and you still
need to work with both. Cha-
0s is noticing one country’s
regulation is a complete op-
posite from another, and your
company'’s policy still needs
to find room for both. Chaos
is a natural state of any com-
plex system, the kind we are
living and working in today.
And understanding this gives

you power to use chaos the
way a sail uses the wind as
a new and emerging reality
rather than running or hid-
ing from it.

@ ChiefReinventionOfficer.com

‘ ‘ Chaos is not a lack of order.
Chaos is a presence of more than one order.

43



TITANICS

OF THE

TWENTY-FIRST
CENTURY

We've already talked about
a number of the problems
that helped sink the Titan-
ic, but there were many oth-
ers that we haven't yet men-
tioned. The quality of the
metal that held the walls to-
gether was questionable. The
construction was rushed. The
ship was traveling at high
speed despite repeated ice
warnings.

But of all these things that
went wrong, there was one
problem that was more im-
portant than all the others:
the arrogance and overcon-
fidence in past success. The
blind trust of the status quo.
The absolute, often uncon-
scious belief that what works
now will continue to work in-
definitely. The numbing as-
sumption that things will stay
the same. The love affair with
our existing way of life, our
products, our ways, our ships.

Embedded in every aspect
of the Titanic operations was
the assumption of the ship's

mighty power. In the eyes of
everyone involved, it was un-
touchable, unbreakable, and
unsinkable. For a ship per-
ceived as “too big to fail,” no
vigilance was necessary, no
preparation for a possible dis-
ruption was required, and no
technology for crisis manage-
ment was assured. The team
became overconfident and
complacent. Unsinkable led
to the unthinkable.

The story of the Titanic is one
of the most known and rec-
ognized worldwide, so it is
hard to imagine that it can
repeat itself. Yet every year
with remarkable consistency
we see companies large and
small calling “SOS" amid se-
rious business crisis. In fact,
you might be surprised how
many companies end up
getting acquired, declaring
bankruptcy, or worse — never
recovering — in the process.
One statistic best illustrates
the low survival rate of “un-
sinkable titans of business”
Of the 500 mighty compa-

nies originally included on
the Fortune 500 list in 1955,
only 60 survive today. That is
a sinking rate of 88%.

Take, for example, the most
known “Titanics” of the twen-
ty-first century: Kodak and

& & Unsinkable led
to the unthinkable.

Nokia. Kodak had been the
staple of American culture
throughout the twentieth
century, selling at one point
90% of all photographic film
and 85% of all cameras in the
United States. Nokia had been
the number one cell phone
seller from 1998 to 2007, con-
trolling at its prime 40% of the
entire global handset market.
Yet Kodak filed for bankrupt-
cy in 2012, while Nokia was
forced to sell its mobile de-
vices business to Microsoft in
2013 to save itself from its own
collapse.

Both companies had to use
their "shipwrecks" to rebuild

from the ground up, taking
years to find a new footing.

The story of the Titanic is the
most powerful example of a
“too big to fail” mindset. Our
friends at Kodak and Nokia
suffered from the same dis-
ease: The sheer size of the
companies created an illusion
of being untouchable and
unsinkable. Enron, Lehman
Brothers, Blockbuster, Toys R
Us, Borders, and Myspace all
went through the same dis-
enchantment of blind belief
in their own ability to with-
stand any storm or disrup-
tion.

Blockbuster, for example, at
its peak in 2004, employed
more than 60,000 people at
its 9,000 stores.

When Dish Network bought
the bankrupt Blockbuster in
201, it was staying afloat with
only 1,700 stores remaining.
But it did not have to go that
way. Greg Sattel of Forbes ex-
plains:

“In 2000, Reed Hastings, the
founder of a fledgling compa-
ny called Netflix, flew to Dallas
to propose a partnership to
Blockbuster CEO John Antio-
co and histeam. The idea was
that Netflix would run Block-
buster’s brand online, and An-
tioco’s firm would promote
Netflix in its stores. Hastings
got laughed out of the room.
We all know what happened
next.”

The Titanic Syndrome has
sunk many companies. This
iswhy it is time for us to meet
this enemy. Titanic Syndrome:
a corporate disease in which
organizations facing disrup-
tion bring about their own
downfall through arrogance,
excessive attachment to past
success, or inability recognize
and adapt to the new and
emerging reality.

What does Titanic Syndrome
look like?

@ ChiefReinventionOfficer.com

In meetings, discussions, and
decisions, people throughout
the “infected” company show
explicit or implicit assump-
tions of superiority, untouch-
ability, and unsinkability. At
a personal level, this shows
up as an overwhelming be-
lief that success of the past
will guarantee achievement
in the future.

It also shows up when we re-
ly blindly on our own past ex-
perience. We all love a great
success story. Getting it right,
making things work, and
achieving success are in the
very DNA of modern life. How-
ever, when things change
abruptly, your own past suc-
cess might quickly become
your greatest enemy. What
worked yesterday might de-
stroy you today. What got you
here will not get you there. In-
stead, it might actually sabo-
tage your every dream.
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WHY Businesses Sink

Some companies develop Ti-
tanic Syndrome not via arro-
gance or strong attachment
to past success, but through
pure inability to recognize
that things might change
suddenly. All of us are crea-
tures of habit, and it is so
tempting to think that things
will stay as they are. For such
companies the idea that
things that worked before no
longer work comes out of no-
where — blinding and paralyz-
ing everyone along the way.
Disaster follows.

‘ ‘ Titanic Syndrome: a corporate disease
in which organizations facing disruption bring about
their own downfall through arrogance, excessive
attachment to past success, or inability to recognize
the new and emerging reality.

00000000000 oOg o
0600000000000
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Why Titanic Syndrome is more
dangerous to business today than ever

Once upon a time, our com-
panies enjoyed long and
healthy lives, with a slow rise
to the top of financial per-
formance and a gradual de-
cline to annihilation. The rate
of change was so slow that
it was easy to develop Titan-
ic Syndrome and still survive.
We had all the time in the
world to renew our business
on our terms. If a new “ice-
berg” showed up on the ho-
rizon — a new competitor, a
new technology, a new regu-
lation — your company could
adapt slowly and even get to
enjoy the ride.

But that fairy tale is long
gone.

As | mentioned in this hand-
book’s introduction, Ste-
ve Denning of Forbes paints

this picture perfectly:“Fif-
ty years ago, ‘milking the
cash cow’ could go on for
many decades. What's dif-
ferent today is that globali-
zation and the shift in pow-
er in the marketplace from
buyer to seller is dramatical-
ly shortening the life expec-
tancy of firms that are mere-
ly milking their cash cows.
Half a century ago, the life ex-
pectancy of a firm in the For-
tune 500 was around sev-
enty-five years. Now it's less
than fifteen years and declin-
ing even further.”

Denning’s claims are support-
ed by research published by
Richard Foster and Sarah
Kaplan in 2001, which docu-
mented how corporate life cy-

cles were diminishing rapid-
ly. Yet much has happened
since 2001.

The increasing level of globali-
zation, showcased so pain-
fully during the 2008-2009
global economic crisis, pow-
ered by the ever-increasing
access to knowledge (think
Google, free online courses,
Khan Academy, etc.), means
that more of us are inventing
every day and sharing those

inventions globally than ever
before. There is more startup
activity today than ever be-
fore, but those startups also
continue to die at a high rate:
Only one-third survive to the
ten-year mark.

With all these pressures, the
demand for corporate (eco-
nomic, communal, and per-
sonal) reinvention has grown
even more.
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‘ WHY Businesses Sink

Get honest with
the Titanic Syndrome Diagnostic

Are you suffering
from Titanic Syndrome?

Read each statement below. On the scale from O to 5, zero being “This is nothing like our company,” and five being
“This is 100% our company”, assess the relevance of each statement for your organization.

ANTICIPATING CHANGE

DESIGNING CHANGE k
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You know that Titanic Syn-
drome destroyed many com-
panies and careers. You see
that it's becoming particularly
dangerous today — when the
winds of change are blowing
stronger and the icebergs
show up more and more of-
ten. But how do you know if
you are ready?

How do you protect yourself
and your organization from
the dangerous hands of Ti-
tanic Syndrome?

How do you diagnose and
cure it today — and make sure
to prevent it tomorrow?

To answer these questions,
we've used insights from key
research and added a heavy
dose of testing to develop our
own Titanic Syndrome Diag-
nostic. Thousands of peo-

ple have used it to date and
hundreds of organizations
(for-profit and non-profit)
have been able to start crucial
transformations with this tool.

| myself use it regularly in both
business and personal life as
Titanic Syndrome sneaks up
on me even though | should
always know better.

Have the tool handy and run
this test regularly by yourself,
with your team, and across
the entire organization to
open honest dialogue and
lay a foundation for needed
action.

|
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Our company gets insights and warnings from the same sources
(for example, suppliers, customers, professional magazines, etc,) and
rarely goes out of its comfort zone in soliciting information from
unusual sources.

o] 1 2 3 4 5

Other employees and | are rarely asked to share insights
and reflections on potential threats, disruptions or opportu-
nities to our business.

(o) 1 2 3 4 5

When our company gets insights and warnings about po-
tential disruptions, they are shared with a small group
of people.

(o) 1 2 3 4 5

In our company we usually start reacting when we are pressed by
an unfolding crisis, rather than anticipate possible threat
or opportunity and respond proactively.

(o] 1 2 3 4 5

We don't take enough time for reflection, strategizing,
creative thinking, and proactive action

| regularly hear “We have always done it this way" and “That's
Jjust the way we do it here" when discussing change at company
meetings.

o) 1 2 3 4 5

Most people in our company get angry and frustrated with
the need to do something differently, even if it is for the better.

(o) 1 2 3 4 5

In our company, leaders often justify their decisions using past
experience as the main argument. For example: “Trust me, I've
done it a million times" or “We tried it this way already, and it will
never work.”

o) 1 2 3 4 5

When we fail, our company often places blame on somebody

on the outside (competitors, suppliers, government, consumers).

(o] 1 2 3 4 5

In our organization, changes are made by a small group of people.

Employees rarely get an opportunity to actively engage in
developing and deciding on the new products, processes, and
strategies - and learn about decisions at the time of rollout.

| for how to start
and implement change in our company. | (and most likely many
others) are not sure what the procedure is if | want to introduce
change.

(o] 1 2 3 4 5

There are significant gaps between about our
company's commitment to change and

allocate our resources, spend our time at meetings, award bonuses,
etc.

(o] 1 2 3 4 5

In our company, we “practice rounds”
or experimentations. Instead, we are expected to execute
all change perfectly and are

o) 1 2 3 4 5

During the process of change, we stop to celebrate small
or short-term wins. Often, and cannot
see the progress we are making.

o 1 2 3 4 5

The way our company is organized

For example, our budgeting process is very
bureaucratic, making it hard to introduce change in the middle of
the year, or our production and investment decisions lock us into a

product for years with no easy way to change.
(o] 1 2 3
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With your diagnostic results in hand,
the question becomes: What do you do?

How is your company doing?

Sum up all numbers circled and put the total here:

Whether you scored high or low, whether you are perfectly equipped to manage any kind of business disaster or your com-
pany is suffering from a full-fledged case of Titanic Syndrome — there is something you can do right now to get yourself even
more prepared for this era of volatile business:

GUIDE TO SCORES

Excellent change
and reinvention skills

Man the lifeboats!
You have Titanic Syndrome

Reasonable change and

reinvention skills, with a

growing risk for Titanic
Syndrome

Significant signs
of Titanic Syndrome

What do you need to work on the most?

Sum up all numbers for each category and put the totals into boxes below:

ANTICIPATING DESIGNING

CHANGE CHANGE

5O\ CHIER
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Start a conversation on WHY Titanic
Syndrome is taking over our business-
es today. Hold a coffee-and-dough-
nuts meeting on why businesses are
at greater risk of sinking today than
ever before. Bring results of our study
to your meetings to foster greater un-
derstanding of hidden trends that
quietly shape our twenty-first centu-
ry reality.

Survival is not an individual sport. This
kind of collective dialogue helps you
bring potential problems to the sur-
face, develops a common language,
and makes your company much
more prepared to address any kind
of iceberg heading your way.

Equip yourself with specific strategies
and solutions on WHAT to do to stay
afloat. What does successful reinven-
tion look like? What examples can you
explore and learn from? What should
be done specifically to prepare for the
era of endless disruptions?

The second part of this book deals
with this topic. Make sure you do the
exercises offered at the end of all cas-
es, engage with the frameworks, and
explore all twenty-five business mod-
el options to choose from.

Build your own toolbox around
HOW to make your company wa-
tertight: specifically, how you trans-
form your company into an adap-
tive, ever-evolving powerhouse
ready to face any disruption and
transform it into a business oppor-
tunity.

The third part of the book will of-
fer insights on this subject. We'll fo-
cus on the six essential pillars of re-
invention as a system - and offer
a new canvas for implementing a
consistent strategy in the age of ex-
treme uncertainty.
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The greatest danger in times
of turbulence is not the
turbulence, It Is to act with
yesterday's logic.

Peter Drucker
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THE ONLY
WAY TO
STAY IN

BUSINESS
ISTO
REINVENT

We spent the first part of the
book exploring why compa-
nies sink. Now that we under-
stand the drivers and symp-
toms of the Titanic Syndrome,
and even more importantly,
the fundamental changes
that make our world more
turbulent and unpredictable
than ever, it is time to turn to
the central question.

So what?
What's the cure?

What can we do to stay
afloat?

For most businesses we
worked with or studied, the
initial knee-jerk reaction is to
brace for the disaster, hold on
to the past as much as possi-
ble, and pray that it all blows
over.

“We just need to wait for the
market to recover, and then it
is business as usual!”

“The trouble with suppliers is
a freak disruption, so let’s just
wait and see.”

“It is too risky to act on incom-
plete information. Let's allow

things to develop — we can al-
ways tighten our belts.”

Sound familiar?

This desire to hold on, to cling
to the past, to endure what-
ever the harsh environment
has to offer, is well document-
ed by social scientists. A 2010
study, for example, found
that the longer something
is thought to exist, the bet-
ter it is evaluated, whether we
talk about university require-
ments, art, acupuncture, or
food.

Dr. Heidi Grant Halvorson
writes: “People who saw a
painting described as having
been painted in 1905 found
it far more pleasing to look
at than people who saw the
same painting described as
created in 2005.

“Students preferred the
course requirement de-
scribed as the status quo
over a new version regardless
of whether the new version
meant more or less course-
work.

“People who were told that
acupuncture had been in ex-
istence for 2,000 years ex-
pressed more favorable at-
titudes toward it than those
who were told it existed for
250 years.

“Study participants were giv-
en a piece of European choco-
late. It was described to them
as having first been sold in its
region either seventy-three
years ago or three years ago.
Guess which group rated the
chocolate as better-tasting..?”

We really like to keep things
around for as long as possi-
ble. Neuroscience of leader-
ship shows that our brain re-
guires much more energy to
deal with new choices than
to revert to old routines —and
thus tries to avoid it. We al-
so tend to see new things as
a potential threat, evoking
the fight-or-flight response
that takes over our body in
an attempt to protect our-
selves against a real or im-
aginary enemy. It's no won-

der that we see change as
a negative. In organizations,
that shows up as outright
resistance to change. 2005
research, for example, sug-
gested that of all the emo-
tions we feel toward change,
three primary ones are cyn-
icism, fear, and acceptance.
Two of these emotions are
fiercely negative and one
vaguely positive. Intensely
positive emotions never made
the top of the list. For anyone
who survived organizational
transformation, this negative
bias is hardly surprising.

The desire to hang onto
things as long as possible
and avoid change at all costs
drives us to create endless
lockdown rules and exces-
sive regulations, to design rig-
id processes and detailed in-
structions, and to celebrate

@ ChiefReinventionOfficer.com

books that showcase busi-
nesses that are “built to last”
(which happens to be the ti-
tle of an exceptionally good
book!).
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WHAT TO DO to Stay Afloat

We all want to last.
To continue.

To get back to “business as
usual.”

We want to hold on to the
world just the way it is.

And that is where the central
problem lies — and why so
many business transforma-
tion efforts are doomed. It is
the desire to stick with, to sus-
tain no matter what, that ulti-
mately gets us killed.

Why?

Sustainability doesn’t drive
life. Change does.

Every second of every day,
things change, even us. We
breathe in and out, becoming
a different person with every
molecule of oxygen that en-
ters our bloodstream. (Inci-
dentally, did you know that
every single day you are guar-
anteed to inhale at least one
of the molecules of air that
passed through Genghis
Khan's lungs?)

We see the seasons turn on
the calendar and eat foods
produced through the gradu-
al change called growth.

We survive the ups and downs
of the stock exchange and
come in and out of econom-
ic recessions.

Remember the statistics from
Part One? If we counted only
country-level recessions and
forgot about industry or glob-
al recessions, that still would
mean an average of one reces-
sion every twenty-five days!

Nothing in the world holds on.

So if holding on or locking
down don't work, what can
we do? How do companies
survive? How can we sustain?

It will sound almost paradox-
ical.

The secret of true sustaina-
bility is simple: Take the es-
sence of what you are and let
go of everything else. That es-
sential core is what you need
to propel forward, reinventing

yourself vigorously over and
over again, with staggering
rapidity.

The secret is reinvention.

Let's dive in.

Renvention

A DEEP DIVE

Now that we've covered the
essential nature of reinven-
tion — the creative act of bal-
ancing the needs of the pres-
ent and the hopes of the fu-
ture — it's time to take a deep
dive into making all of this
theory work for you.

To do that, we'll look at three
different stories of reinven-
tion: a manufacturing com-
pany in Slovenia, a cosmetics
company in the United King-
dom, and a service business
in the United States. Like the
very first reinvention case we
shared in Part 1, these too will
end with practical exercises
to warm up your transforma-
tion muscles.

Then we'll provide you with a
map, or even better, a radar
to find your next direction in
reinvention and offer a pow-
erful tool for reinventing your
business model. After that, it's
all about you doing the work:
Reinvention is not a specta-
tor sport.

The task in front of you is sim-
ple but not easy. (Simple and
easy are two very different
things). Instead of desperate-
ly trying to stay in business by
all means possible, it is time
for you to get out of that busi-
ness and into a new one.

To get you going, we are
building a collection of cases
with fresh ideas and hands-

on exercises that will help
you answer the key question:
What should | reinvent in my
business?

These cases will give insights
into the wide variety you have
to choose from, and later we'll
offer even more examples
to inspire you.



Rewmwnvention case +4

PENZONE
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The coffee is fresh and robust, with a rich
foam that rivals any brew from Starbucks.
Yet I'm not in a coffee shop.

The makeup counters are
crowded with customers,
testing the latest eyebrow
trends. Yet I'm miles from the
nearest Sephora.

A staffer hurries past me with
a pot of warm Ayurveda oil.
Yet I'm not in an alternative
medicine clinic.

Where am |? At one of the
many locations of PENZONE
Salons+Spas.

It is February 2019, and a week
ago this salon brought home
the coveted title of Salon of
the Year at the North Amer-
ican Hairstyling Awards, held
in California. Yet it is snowing
outside, and Dublin, Ohio, is
a far cry from the limelight of
Hollywood.

What is even more remarka-
ble is that the PENZONE isn't
a newcomer, unburdened by
the weight of the past. This
innovative, award-winning,
homegrown brand is fifty
years old.




WHAT TO DO to Stay Afloat

At the time of its
founding in 1969,
PENZONE was a
contemporary to
some of corpo-
rate America’s
most powerful ti-

tans.

Take, for example, RCA. In
the year of PENZONE's in-
corporation, RCA appeared
on the Fortune 500 list as
N220. A giant in electronics,
radio equipment, marine,
and international commu-

nications, and broadcasting.
When General Electric ac-
quired RCA in 1986, most of
its assets were liquidated.

The year 1969 was also great
at Pan American World Air-
ways, known to most as Pan
Am. Advertised with the slo-
gan “The World’'s Most Expe-
rienced Airline,” Pan Am had
150 jets flying to 86 countries
on every continent except
Antarctica. It made enough
profit to stock up cash re-
serves of $1 billion.

By the late 1980s, however,
the company was hit by a
series of external disruptions
(read: icebergs!), including
rising fuel prices caused by
the Gulf War. By January 1991,
Pan Am filed for bankruptcy,
and it closed up shop in De-
cember that year.

PENZONE, though, is still
here.

PENZONE

How did a small
hair salon from
sparsely populat-
ed mid-Ohio sur-
vive and thrive
while the giants

disappeared?

And how does the same
brand continue to grow and
grab awards as a disruptor
and innovator today?

Created as a single salon by
Charles A. Penzone, the com-
pany was built on the idea of
constant disruption. Debbie
Penzone, the company’s cur-
rent CEQ, says:

“Reinvention has been in our
DNA since the beginning.
Charles Penzone, our found-
er, loves change, and he loves
inspiring others to be bold. He
doesn’t want to be that old
leather chair that's so worn
nobody sits in it.”

As far back as the early 1970s,
the company did the unusual.
For instance, Charles brought
the then-unheard-of hairstyl-
ing techniques of Vidal Sas-
soon to the Columbus neigh-
borhoods, which allowed the
company to grow to nine sa-
lons and 150 employees.

The year 1991 marked the
company’s new reinvention
cycle. At that time, the coun-
try-wide average size for sa-
lons was 3,000 square feet.
PENZONE went in a dif-
ferent direction. It built its
first Grand Salon — a whop-
ping 18,000 square feet — as
a three-floor structure, con-
sisting of hairstyling stations,
manicure room, treatment
rooms, an employee training
area, and a private garden.

A significant boost in revenue
and national press followed:

Think Today Show, Inside Edi-
tion, Redbook, InStyle, and
People.

18 006

square feet



WHAT TO DO to Stay Afloat

During the following decades,
PENZONE opened two addi-
tional Grands while branch-
ing into new businesses and
concepts.

In 1996, the company intro-
duced an urban hair salon
concept under the brand of
MAX THE SALON, growing
it into a healthy chain in the
early 2000s. Then it added the
Royal Rhino Club Barbershop
& Lounge and the LIT Life +
Yoga studio, adding diversity
to the services and the guests
PENZONE served.

Debbie Penzone illustrates:

“We tried many things. We
owned a distribution com-
pany for the beauty industry,
which we later sold. We even
had a landscaping business!
Is it scary? Yes, absolutely. But
you must continue to do it,
afraid. You are always going
to be afraid. Do it anyway.”
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In 2018, the company started
yet another massive reinven-
tion cycle: rethinking its main
stake business. Everything
from core services to pro-
cesses to branding was re-
thought, renewed, and reim-
agined.

‘ ‘ Is it scary? Yes,
absolutely. Do it

anyway.

A
BEFORE

Designed as a stand-alone build-
ing, the original Grand Salon pro-
jected a sense of classic beauty,
high price, and exclusivity.

Most appointments were booked
by phone.

Upon arrival, check-in counters and
a waiting room took center stage.

The message to customers, whom
the company sees as guests, was
crystal clear: The only service you
can have done right now is what
you booked previously.

Any other services are by appoint-
ment only.

A

. The new salon concept is built with
- asense of modern lines, freshness,
and openness.

| Appointments can be booked by
phone, on the website, or through
a newly minted app.

Check-in counters are surrounded
by product shelves — where guests
are testing new products and ex-
changing advice.

A bar welcomes you with teasing
aromas — a centerpiece of the So-
cial Room, which features coffee,
tea, organic juices, wine, plant-
based foods, and community pro-
gramming.

The message to guests is clear:
You're here to explore, discover,
connect, and share. This is a salon,
a beauty store, a coffee shop, and a
community space wrapped in one.
A world of possibilities awaits.




WHAT TO DO to Stay Afloat

k k As the first two locations
were reimagined with the
BEFORE AFTER new PENZONE concept, the
company courageously grew
from a traditional hair salon
to a full-service spa, a beau- m
ty store, a coffee shop, and a -- 0
community space wrapped §= 6 5 A
in one. Today, it no longer of- f
fers isolated customers isolat-
ed beauty services, but rath-

er builds a well-rounded well-

ness experience rooted in a
This room is for connection and con- supportive community.
versation.

The space is designed for an indi-
vidual customer having an individ-
ual experience.

The space is designed to foster
community and connection.

The seats are arranged around ta-
bles, fostering an easy exchange of

The waiting room seats are isolated ]
conversation and ideas.

and spaced out to keep each cus-
tomer to him or herself.

service
sales

sales
of products

A coffee bar serving high-end coffee
allows for a relaxed and approacha-
ble atmosphere.

This room is for waiting.

The results? Newsworthy! __———

Since the reinvention of the

The center of the brand is the The founder, Charles Penzone, ac-

founder's name.

cepted the team’s daring propos-
al to rebrand by dropping his first

Short North and Dublin loca-
tions, product sales went up
between 35% and 65%.

MW PENZBNE name. Now it still honors this amaz-
SALON + SPA ' ;?252;2:65 tbhu; Zi}i?reess;\le;g;? Service §ales are up 10% to
community and the experience 44%, while "door swings” — a
that unites them. crucial metric measuring cus-
tomer presence on premis-
es — are up 8% to 36%.

36 %

“door
swings”

No wonder why the North
American Hairstyling Awards
chose PENZONE as its 2019
Salon of the Year, beat-
ing hundreds of innovating
brands at dozens of hot and
glitzy locations.
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Debbie illustrates:

The story of PENZONE Salons+Spas

“ “It was really hard. So, we really went out and talked. We

68

is one of remarkable bravery

When you look at a story like
this one, it is easy to assume
that change comes easily to
some. But just because some-
one reinvented successfully
does not mean it was easy. It
is difficult, and you still get it
done.

When your company has ex-
isted for a half-century, the
old ways run deep. “But we've
always done it this way” be-
comes the mantra of the
old-timers. Resistance to
change becomes palpable.

Says Debbie Penzone: “Some
of our more tenured artists
preferred Charles Penzone
brand name because it is all
they knew. They were proud
of it, proud to be connected to
the founder. But Charles him-
self connected with many of
them, assuring that he en-

dorsed this move for the com-
pany's future. That helped re-
lieve uncertainty and tension.
Instead of private spaces for
hair and nail services, our new
concept literally took down
the walls to foster more com-
munity. Our artists resisted
it — hard.

“They were afraid that it
would be a detriment to their
personal connection with
their guests. What they didn't
realize is that while open, our
new spaces were designed
with the human connection
in mind. Instead of forty-five
salon chairs in a single room,
they're spaced throughout
five salon spaces — making
the evolution much more
manageable for both artists
and guests.”

So, what can a company do
when dealing with resistance
to change?

In the case of PENZONE, the
answer was communication.
Whether it is talking to guests
or talking to team members,
it is relentless and consistent
communication that became
the cornerstone of the com-
pany’s reinvention strategy.

got groups of people to talk together. We heard them.
We listened to them. And then we shared our bigger
vision: ‘Seriously, who are we right now? Because that
person sitting in a glass house judging everyone — that
is not me. Who am | to say who is beautiful?’ We started
challenging the idea of who are we at our core and what
do we want to stand for, what do we want to be known
for. | don't want to have a fashion show which is all skinny
people. Or | don't want only the models that the society
perceives as ‘perfect.” So, we have to talk, and we have to
find a way to change, to stay relevant.

“We're so much more than just outside beauty. With
the new concept, we wanted to challenge the idea of
who we are and what we wanted to be known for in our
future. The foundation of our business is a more holistic
approach with mindfulness and self-care at the core.
Daily, we strive to improve lives from the inside out. Not
many in our industry have adopted this approach — but

they will as it's most certainly the future for beauty.”

This courage to change, to stay relevant despite all objections, is what
makes PENZONE's team and its remarkable leaders a benchmark in re-
invention. Now it is your turn.
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HAT TO DO to Stay Afloat

Your personal take-aways

What does the story of PENZONE teach you? What can you take into
your own team, your company, your industry?

Team Company

Industry

What allowed PENZONE to successfully reinvent its existing offer into a better version of itself is
a deep understanding and redesign of the total experience that the customer is having while
interacting with the company — from the brand promise to appointment booking to arrival
and check-in to the experience with the service and beyond.

What parts of the experience your customers are currently experiencing with your
product or service can be reimagined, rethought, and redesigned?

Before the product/ During the purchase After the purchase
service is bought

AS 2 7 4
IS

Customer
experience
with our brand

TO
BE
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HOW To Make Your Company Watertight @ ChiefReinventionOfficer.com

‘ ‘ Instead of looking at strategy as a rigid Before | give you my answer for Practicing Managers for
plan, we need to create a format and to Moore's béaut|fu| question, a number of .years. er has
. let's make things super-trans-  been an amazing help in de-

a process that allows for continuous

In the world of speed and
uncertainty, is strategy still PRV ARt
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needed — or even possible?

Our answer is a resounding
YES, but it comes with a big
BUT.

To make a strategy work to-
day, we have to move from
a deliberate to an emergent
framework. Instead of looking
at strategy as a rigid plan, we
need to create a formatand a
process that allows for contin-
uous reinvention.

“There are two people whose
ideas | believe must be taught
to every MBA in the world: Mi-
chael Porter and Henry Mintz-
berg. This was true more than
twenty-five years ago when |
did my MBA at the Universi-
ty of Southern California, and
it remains true today. These
are two academics who have

had real impact for a long
time,” writes Karl Moore, a
McGill University professor
and Forbes contributor. “Both
have been very influential in
the study of strategy, an ar-
ea of considerable interest
to many Forbes readers. You
can contrast their two views
as Porter’s taking a more de-
liberate strategy approach
while Mintzberg's emphasiz-
ing emergent strategy. Which
one is more useful today?”

berg while co-teaching the
long-running Roundtables

worked directly with Michael
Porter, | always have used his
models in classrooms and
boardrooms and continue to
do so whenever possible.

So this is not about kicking
somebody to the curb. It is
about developing strategic
sophistication that our vola-
tile world requires today.

What's the difference?

75



HOW To Make Your Company Watertight

DELIBERATE STRATEGY EMERGENT STRATEGY
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POINT B
— %

- —

POINT A

Emphasizes the role of thinking and planning before
acting. Here, past performance data go through the in-
depth analysis to serve as the basis of all decisions. Most
important decisions are made before a single step is tak-
en — often at a posh executive retreat with the support
of an external consulting company. Once the decisions
are made, implementation kicks in as a separate step
of pure execution.

REALIZED
STRATEGY
UNREALIZED
STRATEGY
INTENDED DELIBERATE
STRATEGY :% STRATEGY
g / EMERGENT
STRATEGY

Emphasizes the role of trying and learning as a part
of the strategic process. Here, strategy emerges over time
as plans collide with and accommodate always-chang-
ing reality. Most important decisions are made through-
out the entire process and are often based on the first set
of actions taken and feedback received. As such, the
emergent strategy is all about turning your organiza-
tion into a place of constant learning, adapting, and re-
inventing.

Now that we have clarity on
the difference between deliberate
and emergent strategy approaches,
which one works best today?

| am sure | gave my answer
away already: for a world
where things move sudden-
ly, building flexibility and re-
invention into a strategic pro-
cess becomes crucial.

The 2007 book by the bril-
liant thinker Nassim Nicholas
Taleb titled “The Black Swan:
The Impact of the Highly Im-
probable” introduced us to
an idea of “black swan” — a
high-profile, hard-to-predict,
and rare event that is beyond
the realm of normal expec-
tations in history, science, fi-
nance, and technology. There

is no question that such an
event (if it ever happens)
should significantly impact
our strategy.

The key word in the definition
of “black swan” is rare.

Indeed, decades ago, when
the organizational and cul-
tural cycles were long, and
change was rare, black swans
were rarely seen.

But today, the situation is
drastically different. As | type
these words, my team is
working with a global client
on scenarios that the client

should be ready for: the un-
certain future of Brexit, the
unclear results of the U.S.-Chi-
na (and the world) trade war,
new threats of violent conflict
in Iran, new deathsin a Sudan
uprising, every kind of threat
of ecological disaster from cli-
mate change to loss of spe-
cies to catastrophic dwindling
of forests, and much more...

Here, no matter what sophis-
ticated analysis of the past |
bet on, it says little about sur-
vival in the future.

@ ChiefReinventionOfficer.com

‘ ‘ Decades ago,
when the

organizational
and cultural
cycles were long,
and change

was rare, black
swans were rarely
seen. But today,
the situation

is drastically
different. At the
moment, all the
swans look black.
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In other words, at the mo-
ment, all the swans look
black.

That's exactly when emer-
gent strategy comes handly.
It gives you the flexibility and
agility needed to adapt to a
new reality. It forces you to
learn with real-time data and
grown competencies of or-
ganizational foresight.

Sounds good, right? But how
exactly does it work?

We asked this same question
years ago while working with
particularly difficult reinven-
tion cases, and we could not
find a model that was prag-
matic and tangible enough
to fit the needs of a real busi-
ness in real life. Instead of
looking at strategy as a rigid
plan, we needed to create a
format and a process that al-
lows for continuous reinven-
tion.
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But nothing that was availa-
ble on the market fitted our
needs.

So we decided to invent our
own tool. Behold, our STEL-
LAR Strategy Model!

& & so we decided to invent our own
tool. Behold, our STELLAR Strategy
Model!

Tool
STELLAR Strategy Model 1

Consisting of a set of questions to use along with a canvas (we actually offer you two different canvas options), this ap-
proach allows you to go through a sequence of decisions (sometimes iteratively) that allow you to launch and maintain
a new strategic process.

To get familiar with the model, we suggest you first test this model alone as an exercise, and then bring it to your team
or client organization.
1. Define your starting position, your Point A.

It might be a no brainer — you know where you are — but practice shows that different parts of the company and different leaders might see
that spot very differently. Be as specific as possible and exceptionally clear on how you measure Point A. What are the defining characteris-
tics? Is it market share? Customer satisfaction level? EBITDA (earnings before interest, taxes, depreciation, and amortization)? Anything else?

STARTING POSITION (ST)
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2. Define your desired end position, your Point B.

Get down to the details on the defining characteristics of Position B: What is non-negotiable? Is it the financial aspect of the desired space?
Customer segment? What mark must we hit, and what is optional?

Notice a crucial shift here: Instead of defining B as a point, we invite you to think of it as a position — an area that covers a range of possibilities.

Thinking of this as a range rather than a singular point with one set of strategic goals gives you the flexibility necessary to adapt to a chang-
ing environment. It is important to figure out your range deliberately and clearly — and celebrate when you hit any point within the defined
range. If your point B is best represented by multiple goals, make sure you choose a range for each goal, giving yourself and your team flex-
ibility and room to maneuver.

Working with a range is backed by science. Management thinker Steve Martin explains why: “High-low goals are both challenging and attainable. Researchers
at Florida State University recently demonstrated how this small shift in goal setting can have an impressive impact. In one study, members of a weight-loss
club wanting to lose two pounds per week were assigned to one of two groups — a single-number goal group “lose 2 pounds per week” or a high-low range
goal group that averaged the same “lose T- 3 pounds per week.” The impact of being set a high-low goal on members'’ sustained motivation to pursue their
goal (by enrolling in an additional ten-week program) was striking. Only half assigned a single-number weight loss goal persisted with the longer-term target,
but nearly 80% of those assigned a high-low range weightloss goal did.”

So the range is the way to go. As you are exploring the possible ranges, make sure the ways you measure A and B are perfectly aligned. If you
think that now, you are not doing a good job measuring success, and it's time to come up with a new way of measuring. What does your Po-
sition B look like, and how will you know when you get there?

END POSITION (E)
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3. Using the key lessons from the past, define the limits you
don’t want to cross.

Many think that we constantly need to think outside the box, but as
amazing creatives have pointed out, to create something new, we need
to start with a box.

Limits and constraints are crucial for our creative thinking, and strat-
egy is the best place to apply your creativity. So it is time to put down
the constraints. Use the lessons from the past to guide your discus-
sion. What kind of limits will allow you to minimize the need for mi-
cro-management and give clarity to your team? Perhaps some level
of cost? Regional constraints? Customer segment constraints? What
imaginary lines should your business NOT cross as it walks an emer-
gent path from Point A to Position B?

LESSONS AND LIMITS (LL)

52\ CHIEF
REINVENTION
S OFFICER




4. Keeping in mind the desired ending position you defined
in step 2 and the limits set in step 3, choose some areas of
focus and the first set of actions — specific steps that you
think will take you from Point A to Point B. Since reinven-
tion is all about trial and error, you are selecting the first
steps to try. If they don’t work, you will have a chance to re-
view and revise in the process.

A strong and successful strategy must take you from ideas to actions, from
talk to walk, from theory to practice.

The crucial thing to remember here is this: All your actions should serve as a
way of testing a hypothesis, as a way of experimenting with a question — not
as a declaration of the one and only right answer.

Your first set of actions should represent a collection of different hypotheses
you want to test.

AREA OF FOCUS

ACTIONS (A)

02 Vi

03 Y
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Do you think product reinvention will be required to stay competitive? Begin
experimenting with product changes.

Think that future competitiveness depends on entering a new customer seg-
ment? Start with testing. Perhaps a new process would offer an incredible ad-
vantage? Don't think of it as a final decision; rather think of the first actions
as prototypes.

If any of the actions chosen for experiments don't work, you will have a chance
to change them in the process. Testing, playing, and prototyping are the right
frames of references. They allow your company to embrace agility and rein-
vention as part of your strategic management.

What are the first steps you can take that will allow you to run the best com-
bination of tests and experiments? How will you measure the success of each
test? And what is the KPI (key performance indicator) — or the key result ex-
pected for each action?

KEY RESULTS

5. Choose the date and format for your first
strategy review.

Set up the first meeting for emergent lessons, revisions, and stra-
tegic course corrections. Such meetings should be held regularly
at the end of a work “sprint” - which can be as short as few hours
or as long as a few months.

When (date)

7

Where (location)

7

Who (participants)

7

What (format and agenda)

7

Together, the questions help you guide
the discussion while the canvas organizes
the information visually and shows places
of possible alignment or misalignment.

It’s time to roll up your sleeves!
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Option B

STELLAR Canvas

Project Date

Ranges for specific end goals from

Lessons

Limits

Starting
position

Sprint1 Review 1 sprint2  Review 2 | Sprints Review 3

Limits

ing position

End

Meet our team

Written by:
Nadya Zhexembayeva

In Ventures magazine calls her “The Reinvention
Guru." TEDx Navasink calls her “The Queen of Reinvention.”
Dr. Nadya Zhexembayeva is a scientist, entrepreneur, and
author specializing in resilience and reinvention.

As a consultant and an educator, Nadya helped such com-
panies as Coca-Cola, IBM, Cisco, L'Oreal Group, Danone,
Kohler, Erste Bank, Henkel, Knauf Insulation, and Vienna In-
surance Group reinvent their products, leadership practices,
and business models to meet new market demands and
prepare for incoming disruptions. As a speaker, she deliv-
ered keynotes to more than 100,000 executives —including
four TEDx talks. Nadya is the author of two books, includ-
ing Overfished Ocean Strategy: Powering Up Innovation for
a Resource-Deprived World, which was named Best Book
of 2014 by Soundview Executive Book Summaries, and Em-
bedded Sustainability: The Next Big Competitive Advan-
tage, which was selected as one of the Best Sustainability
Books of All Times by BookAuthority.

@ ChiefReinventionOfficer.com

Designed by:
Maxim Gorbach

After graduating from one of the toughest tech schools of the
world, Bauman University, Maxim reinvented himself as the
co-owner and Chief Design Director at PRESIUM, a design and
innovation agency.

Designed by:

llya Galushin

Trained in economics and investment management, llya is the
co-owner and Chief Marketing Officer at PRESIUM, a design and
innovation agency, where he also oversees new digital product
development.
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