
Praise for Stand Back and Deliver

“In Stand Back and Deliver, the authors provide strong, practical guidance on how to lever-
age the strengths of your entire team to get the right job done. Their experience in the trench-
es shines through with clear examples of how their approach can be applied to make your proj-
ects successful, regardless of the domain.”

—Jim Brosseau, author of Software Teamwork: Taking Ownership for Success

“A book rich with content, practical tools that can be easily adopted, and great examples that
relate to the common workplace!”

—Lisa Shoop, software director at Sabre Holdings

“For those new to project management, Stand Back and Deliver offers the voice of experi-
ence. Its message is clear: Understand the value you must deliver, understand and manage the
project’s complexity, trust in your people; and above all, have the courage to do the right
thing.”

Patrick Bailey, Department of Computer Science and Information Systems, Calvin College
“With most business books I am happy if I learn one or two key things that I want to put to
use. This book is full of such concepts and tools and provides enough detail and examples that
I’m confident I’d not just want to use them but would be able to do so successfully.”

—Terri Pitcher, IT manager

“Today’s post-modern organizational environment requires a new approach, and this book will
provide many insights to the reader. You will learn how to detach and stand back, and yet pas-
sionately engage and deliver.”

—Greg Githens, managing partner at Catalyst Management Consulting, LLC
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Preface

The past few years have seen the rapid ascent of technology in the work-
place. Enterprise applications have gone from supporting business appli-
cations to facilitating customer management, business intelligence, and
social networks. Networks have evolved from being closed to the wired
Internet to ubiquitous wireless connectivity. Each time technology
advances, a corresponding change in business models and opportunities
occurs. These changing business models then fuel the need for new tech-
nologies.

The pace of this technology/business model innovation is accelerating.
In the face of such a dynamic marketplace, it is easy to feel overwhelmed
as we sort through all that we must do not just to keep pace, but to get—
and stay—ahead of the competition and the changes. We can find our-
selves spending our days buried by things to do and tasks to complete, yet
still not accomplishing the things that matter most—defining and deliver-
ing a sustainable competitive advantage and ensuring that we make real
progress every day.

Who Should Read This Book?
If you are in a leadership position—the leader of an organization, the
leader of a team, or the leader of a project—this book is intended for you.
As you learn about the tools and read stories about how they have been
applied to a wide range of situations, think through how you might apply
these tools to the situations, issues, and opportunities you face. You can
apply these tools immediately in your organization, with your team, and for
your project. They are intended to help you unleash the talent that resides
in your teams and organizations. The tools will help you figure out where
you should focus your time, attention, and resources. In addition, they will
help you assess risk and identify ways to manage the complexity and uncer-
tainty of your initiatives. The tools will also help you make decisions based
on a variety of inputs—not just estimated costs and benefits. Finally, the
tools will help you work through your role as a leader in a dynamic envi-
ronment and organization, becoming a more effective leader in the
process.
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Why Stand Back and Deliver?
We chose the title Stand Back and Deliver for this book because it con-
cisely points out the key message of the book: You need to involve all the
right players in the organization to effectively deliver a sustained competi-
tive advantage. Effectively involving all the key players requires leaders to
stand back and let those best suited for a particular initiative or decision
come forward and take responsibility for delivering the right solutions.
Standing back does not imply abdicating all responsibility, but rather
requires leaders to perform a careful balancing act between stepping back
to let the right people in the organization do their thing and stepping up to
provide steering when the team has strayed off course.

We chose “deliver” as part of the book title because delivery is the ulti-
mate measure of success. Put simply, did the team actually deliver value to
the business? No other measure of success is important. It is irrelevant
how well the team followed a certain methodology if its results didn’t add
value to the organization. Because we are pragmatic and focused on value,
we see delivery—what you accomplish—as being much more important
than methodology—how you got there.

What Influences Our Thinking?
The influences on our thought have been many and varied. Here are the major precepts that

guide our thinking:

■ The answers are in the organization.The people who best
understand the problems an organization faces and know the best
way to solve them are the people who are already part of the organ-
ization. They have not solved the problems already because they
have not been given the opportunity to do so. Our tools are focused
on identifying those answers hidden inside the organization.

■ Pragmatic answers are the best.We are much more interested in
doing what works than doing something just for the sake of doing it.
The latter tactic often seems much too difficult. We are also inter-
ested in doing what works even if it is different from the accepted
practices and methods. Common sense is sometimes preferred to
common practice.

Preface ix
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■ If you don’t absolutely need to do something, don’t do it.You
can call that attitude “being slackers”; we prefer to call it “being effi-
cient.” Organizations typically have too much to do, so we look for
strategies that encourage organizations to get more done by doing
less. The key is to focus on the most important tasks and treat the
tasks according to the value they create.

■ Do what works best for your situation.There is no best practice
that applies equally well across the board. There will always be
approaches that work better in some situations than in others.
Always look to understand your situation and select the best
approaches. Remember, the answer to all questions is, ultimately,
“It depends.”

■ We are not offering a silver bullet.Because of our last stated
belief, we cannot in good conscience tell you that there is no best
practice and then turn around and say, “Well, except for our tools,
which will work all the time.” If you are looking for a silver bullet in
this book, you will be disappointed.

■ Finally, and most importantly, none of these tools will work
when people work in isolation. All of the tools rely on having
people with different backgrounds, experiences, and skill sets from
across the organization work together to do what is right for the
organization.

How We Wrote This Book
The authors of this book are a perfect example of a distributed team:
Pollyanna and Niel live in Salt Lake City, Utah; Todd lives in Houston,
Texas; and Kent lives in Des Moines, Iowa. We weren’t lucky enough to be
able to work on the book full time, because we all have “day jobs.” As a
consequence, we had to find unique ways to make progress on the book
when it wasn’t our only responsibility and when we couldn’t work in the
same room at the same time.

To make up for the distributed nature of our writing team, we tried to
find as many opportunities as we could to get together for a day or two at
a time to discuss the big themes of the book and the objective for writing
it. In between those times, each of us took responsibility for a chapter or
two, which we would draft and then share with the rest of the team for
editing and feedback. Some chapters were easier to write than others. We
also found out that we were much more effective when we all met in the

x Preface
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same room to discuss issues than when we tried to resolve disagreements
via email. Our experiences should come as no surprise to anyone who has
ever worked on a distributed team. Email hides so many communication
channels that can exacerbate disagreements and hinder collaboration. We
worked remote from one another because we had to—but if we had our
preference, we would have written the entire book with all of us in the
same room.

Preface xi
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1

C H A P T E R  1

INTRODUCTION TO KEY PRINCIPLES

In this chapter, we explain what we mean by “stand back and deliver” by
first presenting some situations that may seem alarmingly familiar to you.
We then cover some of our core concepts and beliefs that underlie the
tools we recommend you implement to get your organization going in the
right direction.

What Could Go Wrong?

Have you ever done things by the book, but the book was out of print?
Such was the case for a large, successful product company. This company
had developed what it considered to be a revolutionary new product. With
its heavy engineering background, the company did product development
by the book—the way it had worked many times before.

Through its research and development activities, the company had dis-
covered that it could use a waste material as the basic raw material for a
new product. Imagine the possibilities: currently the company pays to dis-
pose of this material, but now it could use this “waste material” to make an
industrial product. The company did what it had always done. It selected
one of its best engineers to sort through the product design and manufac-
turing options. It set up the engineer with all of the development and test-
ing equipment he would need. It gave the engineer the time and flexibili-
ty he needed to design what he thought the market needed.

Within a year, the engineer had perfected a formulation that worked.
The resulting product had impressive characteristics. It had high worka-
bility and could be formed into various shapes and sizes. The engineer pro-
duced small batches of the product that the company used to generate
early customer interest. Using these small batches, the company formed
several industry joint ventures and alliances. The future looked bright.

The engineer next worked on the manufacturing processes needed to
produce the product. In parallel with this effort, the company issued press
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2 Chapter 1 Introduction to Key Principles

releases and featured the new product in its annual report: “Coming soon,
a revolutionary, green product.” One year later, the engineer announced
that his work was done. He documented the product formulation. He
described in great detail how to scale the manufacturing process from the
small batches he had created to full-scale production. The company built
the first of what it planned would be multiple manufacturing plants and
hired a plant manager to follow the engineer’s scale-up process. In the
meantime, the market waited for the formal product release. The compa-
ny hired a dedicated sales force to start generating interest in the product.
The developing engineer was promoted and assigned to a different project.

Five months later, the first manufacturing plant came on line. As the
first, full-size batches of the product came out of processing and into pack-
aging, problems arose. When subjected to full-sized manufacturing, the
product had tiny cracks. In the small batches prepared by the development
engineer, there had never been any cracks. In expanding the product batch
size by a factor of 10, however, there they were—tiny cracks. At first, no
one gave the cracks much thought, because they did not affect the product
characteristics or performance. But then the company shipped its first
order. As the delivery truck rolled down the road, the cracks propagated
throughout the product. By the time the truck arrived at the customer’s
facility, some of the product had broken into pieces. After two years of
engineering and five months of manufacturing scale-up, the company had
a great product, so long as it did not have to ship the product to anyone!

In retrospect, it is easy to identify some of the mistakes this company
made. We have spent hours with groups dissecting this true story to learn
from—and to not repeat—the mistakes of the past. The design engineer
developed the product in isolation and did not think through scale-up
issues. The company did not produce any full-sized product samples until
after it had built the manufacturing plant and then discovered the propaga-
tion of the cracks. It is easy to mock management for the wasted investment.

Before being too critical, however, we should consider this point: If the
final product had not developed the tiny cracks that spread during ship-
ping, the product and the process would have been a success. In fact, many
times previously, the company had used a similar process and gotten good
results. Using what had worked before, those involved in this project were
clueless about the risks that lurked in the shadows of their process. What is
now obvious to us became obvious to them only after this product failure.

The most important lesson we can draw from this story is that we, too,
are brilliant but sometimes clueless. We live in an environment of increas-
ing global competition, an increasing pace of market changes, and a need
to develop solutions that are increasingly complex. In this environment, we
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do not have the luxury of missteps and hidden risks. There is increasing
pressure to deliver complex solutions in less time and to get it “right the
first time.” If we don’t, we can completely miss our business value goals.
The good news is that we can make sure that our brilliance results in things
that work. To see how, we continue our story.

What Went Right

With the design engineer assigned to and buried with a new project, it fell
to the plant manager to sort out the issues with the propagating cracks.
Fortunately, the plant manager recognized that what had worked before
had not worked for the new product. Before he plunged into root cause
analysis on the cracking problem, he took a huge step back, all the way
back to the beginning.

Under pressure to immediately solve the problem, he asked to meet
with company management. At the meeting, he asked some fairly basic
questions: “How important is this product to the company? Is this a prod-
uct that will provide us with a competitive advantage in the marketplace?”

His rationale for asking these questions was to get a sense of the pur-
pose of the product. If the product would generate competitive advantage,
he and the company would treat the product differently than if it did not.

The plant manager got very clear answers from the management team.
This was a product that fit squarely in the company’s strategy. The compa-
ny’s claim to fame was using recycled, recovered raw materials to produce
industrial products. This product was a perfect example of the company’s
expertise and creativity.

In that case, the plant manager asked, could he treat this product for
what it was—something that would help differentiate the company in the
marketplace? Recognizing, in retrospect, the problems with the initial
development, the management team gave the plant manager free rein.

The plant manager started by convening the right people. The right
people included design engineers, production workers, manufacturing
engineers, a sales team, and, in a surprise to everyone, one of the early-
adopter customers. To make sure that the team understood all that had
happened and all that needed to happen, the plant manager gave a painful-
ly honest review of the development of the product and the issues the com-
pany had encountered in moving to full-scale production. After getting the
team up to speed, the plant manager asked a gut-wrenching question: “Can
we fix the problems or would the company benefit more if we halted pro-
duction?” This sparked a lively discussion that ranged from necessary
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changes to the product development process to the humiliation of now
shutting down the product line.

The plant manager let this “airing” continue for some time but then
refocused the discussion on his question: “Let me ask my question anoth-
er way: What made this product so critical to us when we launched the ini-
tiative?” The answers again ranged from the product’s revenue potential to
the commitments that had been made. The plant manager then asked a
more generic question: “How do we differentiate ourselves in the market-
place?” The company had developed proprietary ways to use recycled
products to make new materials. This capability had propelled the compa-
ny to market leader status. An engineer asked, “Why does that matter?”
The plant manager responded, “It seems to me that if we can solve the
issues, this product aligns perfectly with what makes our company unique.
With this product, we have once again taken a waste material and pro-
duced something of value. For that reason, it seems we should do our best
to fix the problems and get this product to market. This product exempli-
fies what we do. If you agree, let’s move onto how we can approach the
product. Ignore how we have developed the product to date. As a strategic
initiative, what should we do?”

The team then sorted through the specific product features that made
the product different. Only one was apparent—the use of waste material to
make a usable product. With that as the principal requirement of the prod-
uct, the team identified design options that could either eliminate or miti-
gate the full-scale production issues. Would a different form factor reduce
the cracking? Or was changing the manufacturing process the only option?
As the team discussed these alternatives, they associated complexity and
uncertainty with each alternative. In terms of uncertainty, was there a spe-
cific market need that their product could meet? With what certainty did
they understand these needs? Which form factor would the market accept,
and did they know which forms were acceptable? How much did they know
about the reactions taking place in the manufacturing process? How well
could they link cause and effect? In terms of complexity, which options did
they have to simplify the process? How could they simplify the product?

After the team mapped out the options and associated information, the
plant manager asked the team which decisions they needed to make now,
which decisions they could delay, and what they needed to know prior to
making the decisions. All of this information was combined to provide a
logical, rational approach for making the product go/kill decision and, if
possible, fixing the product problems.

For example, the team could delay the go/kill decision until after the
members had determined whether there was a form factor the market was
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dying to have. Likewise, the team could delay research into the cause of
the large-batch cracking if the market would accept form factors that could
be made with small batch sizes. To explore these issues further, the team
members signed up for the assignments that best matched their interests
and capabilities

Over the next few weeks, the team worked through the assignments
and options. Based on the work of the sales team and the early-adopter cus-
tomer, the team revised the form factor. The new form factor actually met
a previously unknown—at least to the company—market need. Revising
the form factor enabled the company to manufacture the product in the
small batch sizes it could produce without cracks. Taking this approach let
the company retain most of its current investment in the manufacturing
plant; it just needed to redesign its consumable molds. The team members
took a more measured approach by eliminating uncertainty and complexi-
ty at each step of the process. They solved the problems they could when
they could and postponed work on the most uncertain and complex issues.

Because the product was not “right the first time,” the expected rev-
enue was delayed. Also, because of the initial problems, the revenue
stream grew more slowly than projected. Nevertheless, the company
learned the value of the foundation tools of agile leadership.

Why Do We Do This to Ourselves?

We were all sitting around one afternoon talking about this story. Each of
us found ourselves identifying a different aspect of the story that we
thought was the cause of all the travails of the organization.

We identified the initial failure of the organization to properly align its
approach to the project with its true strategic nature.

We also identified that initially, the organization did not properly lead
collaboration; in fact, it did not initially have any collaboration on this par-
ticular project.

We found that the organization chose the wrong approach for the proj-
ect, tackling a very complex project filled with uncertainty (what we refer
to as a “bull” project) with a process more suited for a low-complexity and
-uncertainty project (a “dog” project). It also assigned someone who was
not able to stay on the metaphorical 8 seconds to ride this particular bull.

We realized that the organization did not gather all of the information
it needed to make proper decisions about how to market the product and
in which markets to sell the product. We also identified several cases where
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the company made commitments earlier than it needed to, especially with
potential customers and industry partners.

As we talked about this case more, we realized that there was no one
cause for the project’s initial problems, but rather several contributing fac-
tors. When we discussed the various tools we would have used to help the
company, we realized that while each tool was powerful in its own right, when
put together the entire toolset could really help an organization survive.

We’ll talk more about those tools later in the chapter. First, however,
it’s worth discussing some key principles that we hold tightly and that guide
how we use these tools.

A Framework of Effective Tools

What are the tools we would use to address the situation described earlier
in this chapter? Through our experiences and sharing stories, we found
that a collection of tools apply to how organizations approach their work,
especially work that involves change and innovation; when used in moder-
ation and in conjunction with each other, these tools can have a dramatic
impact on the success of the organization. We drew the “napkin drawing”
shown in Figure 1.1 to capture our thoughts, and we chose to organize this
book around four main applications of those tools.

Purpose
The Purpose Alignment Model, described in Chapter 2, generates imme-
diately usable decision filters that leaders and teams can use to improve
design. This tool evaluates business activities and options in terms of their
capability to differentiate an organization’s products and services in the
marketplace and their mission criticality. This tool helps teams identify
areas to focus their creativity and those activities and features for which
“good enough” is good enough. This approach lowers direct and opportu-
nity costs and accelerates market leadership. This simple, yet powerful
concept recognizes that not all activities should be treated in the same way.
Some activities will help the organization win in the marketplace; others
will help keep it in the game. We risk under- and over-investing in activi-
ties if we treat all of them as if they were identical.
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FIGURE 1.1 Leadership tools for use in today’s complex marketplace

Here are the big ideas of Chapter 2:

■ Aligning on process purpose is a smart, simple way to improve deci-
sion making.

■ Designing our work around process purpose helps us quickly iden-
tify how to achieve optimal business value.

■ Strategic decision filters can be cascaded throughout the organiza-
tion to dramatically improve organizational alignment.

Collaboration
As the proverb states, “No one of us is as smart as all of us.” The proper use of
the tools described in this book is dependent on a culture of collaboration. In
the story presented earlier in this chapter, when a single person developed a
product, it took more than two years to produce something that did not
work. When a leader considered purpose, business value, uncertainty, and
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8 Chapter 1 Introduction to Key Principles

complexity in a culture of collaboration, the team made decidedly better deci-
sions and started to generate results. Developing collaboration skills and
capabilities is essential in today’s dynamic marketplace. Sustainable
innovation comes through collaboration. Sustainable innovation is a prerequi-
site to change from market follower to market leader. Today, it hinges on
collaboration.

Here are the big ideas of Chapter 3:

■ To develop a sustainable competitive advantage, unleash the talent in
your organization to deliver innovative ideas to the marketplace and
to improve the throughput and productivity in your organizations.

■ The answers are in your organization.

Delivery
Delivery is the ultimate measure of success. Any experienced leader knows
that all projects are not created equal and no single approach is applicable
to every project. The tool described in Chapter 4 provides a practical
model for evaluating uncertainty and complexity as well as guidance for tai-
loring an appropriate leadership approach. The characterization of uncer-
tainty and complexity also correlates to project risk, and we provide a
roadmap for potentially reducing risk. For example, it is possible to break
projects that are both highly complex and uncertain into components with
lower uncertainty and risk. This process reduces the overall project risk.
An understanding of complexity and risk also allows leadership to match
the skills of project leaders to the needs of the project.

Here are the big ideas of Chapter 4:

■ By understanding the uncertainty and complexity characteristics of
your projects, you can identify better ways to lead those projects.

■ High complexity or uncertainty correlates to higher risk. Reduce
these factors, and you reduce your level of risk. Project decomposi-
tion can reduce complexity, while incremental delivery helps lead a
project through uncertainty.

■ Some leaders are natural managers of complexity, while others are
experts at uncertainty. Match leadership styles to project character-
istics, and develop leaders’ skills to broaden their capabilities.
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Decisions
The tools we describe in this book will help you to make the key decisions
you face on a regular basis, but we felt it important to discuss the actual
approach to decision making. Knowing when to make your decisions and
which information you need to make those decisions is very important.
Chapter 5 introduces the value model tool, which provides a structure for
organizing information—such as purpose, considerations, costs, and bene-
fits—that you can use to aid your decision making.

Here are the big ideas of Chapter 5:

■ Business decisions focus on delivering value to the organization and
to the marketplace. Life is much better if everyone in the organiza-
tion understands what generates value and makes decisions that
improve value.

■ You can develop a value model that helps you make better decisions,
but this model might not be a calculation or generate a number.
Instead, it is a conversation that you should revisit often, especially
when conditions change.

The Leadership Tipping Point
While we describe each tool on its own and provide plenty of examples of
when those tools are useful, we knew this treatment would not be com-
plete without describing how you can put our tools to work as a leader,
addressing the issues of how and when to step back and how and when to
step up without rescuing your teams. This is the big idea of Chapter 6,
which we call the leadership “tipping point.”

Leaders can stifle progress when they interfere with team processes.
At the same time, as a leader, you don’t want to go over the cliff and deliv-
er the wrong results. Sometimes leaders should stand back and let the
team work—and sometimes leaders should step up and lead. In Chapter 6,
we discuss how you can decide which situation you face.

Summary

This chapter introduced the issues involved in involving the right players
in your organization to gain a competitive advantage. It also introduced the
framework of concepts and tools for doing so.
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C H A P T E R  2

PURPOSE

The Big Ideas

■ Aligning on process purpose is a smart, simple way to improve deci-
sion making.

■ Designing our work around process purpose helps us quickly iden-
tify how to achieve optimal business value.

■ Strategic decision filters can be cascaded throughout the organiza-
tion to dramatically improve organizational alignment.

An IT Project Death March

Do you remember the first time you had that sinking feeling? When you
realized that, in spite of your best plans and intentions, the IT project you
were leading was never going to generate enough value to justify itself?
For me, the sinking feeling that triggered my soul-searching occurred at
the halfway point of a 14-month, $27 million enterprise resource planning
(ERP) project.

We had run the project by the book—at least as the book was then
written. We had solid sponsor support, I had been able to pick the best
people from the company to be on the project team, we had spent our time
assessing business processes and matching them to system functionality,
and we had involved a broad range of functions and levels not only in the
project planning but also in the project mechanics. Even so, seven months
after our official project kick-off, I knew we were in trouble. We were on
budget. We were on schedule. But we were not spending our money and
time on the high-impact business benefits. Instead, the bulk of our work
was focused on ensuring that the new ERP system looked and acted like

i0321572882_ch02.qxd  4/24/09  11:17 AM  Page 11



12 Chapter 2 Purpose

the legacy system we were replacing. It was becoming clear to me that we
would not generate the expected business value with our project.

I did not share my concerns with my project team. Instead, I arranged a
meeting with the project sponsor (the company CEO) and explained to him
that while we were following our plan, I no longer believed the project would
be worth the costs. He asked pointed questions about evidence that support-
ed my concerns. Were we on budget? Yes. Were we on schedule? Yes. Then
what was the problem? I had nothing concrete—just that sinking feeling. He
told me to keep at it. The project was an essential foundation for the contin-
ued growth of the company. The home-grown legacy system was groaning
and straining under the transactional load caused by our success. I went back
to my office, but the nagging feeling of looming failure would not go away.

To the irritation of the CEO, I brought up the same concern every
time I met with him to review the project. Unfortunately, I was never able
to explain what was going wrong with an on-time, on-budget ERP system
implementation. Only months after the “go-live” date did it become obvi-
ous to me what we had done poorly.

While the ERP project was named and treated like a strategic project,
we had not aligned our numerous project decisions with the strategy of the
company. In making the hundreds, if not thousands, of decisions about
business processes, software functionality, and business rules, we lacked
any type of strategic guidance or framework. In short, we had spent our
resources on functionality that would not create sustainable competitive
advantage. We had spent our time, money, and resources investing in very-
low-value, or no-value functions, features, business rules, and benefits. We
did not use the project to improve the business, only to replicate what we
already had. We were not getting the operational and financial benefits we
expected when we initially planned and justified the project. Even more
sobering, we would likely never generate the expected benefits.

For example, our project planning anticipated significant improvements
in inventory management. With a real-time system in place for tracking
demand, on-hand inventories, and supplier lead times and tools for material
planning, we expected to significantly increase our inventory turnaround time,
thereby reducing our inventory costs and obsolescence. After we worked
through the post “go-live” configuration and use issues, we saw some improve-
ment, but not of the magnitude that we had expected. We still over-produced
inventory, which we later wrote down, prior to writing it off entirely. We still
ran out of products that our customers wanted. We still relied heavily on fore-
casts to predict the unpredictable future buying behavior of our customers.
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We saw similar results almost across the board for each type of
improvement we hoped to achieve. As another example, the legacy call
center/order entry application used the following sequence of data input:

1. Customer name
2. Customer telephone number
3. Customer address

The out-of-the-box, ready-to-go sequence in the new ERP system was
not exactly revolutionary:

1. Customer name
2. Customer address
3. Customer telephone number

Despite the minor difference, the call center manager was adamant
that we customize the ERP system so that the new sequence of data entry
was identical to that used in the legacy system (name, then telephone num-
ber, then address). So we customized the new system. We spent time,
money, and resources making this customization.

Did the time and money we spent on this customization generate busi-
ness value? I cannot imagine a scenario in which our customers would even
notice or realize that we asked them for their address before we asked
them for their telephone number. Can you imagine the company’s bill-
boards and other advertising proudly proclaiming, “Buy from us! We ask
for your telephone number second!” We could have used the time and
money we spent on order entry customization to do something that actu-
ally improved our business (such as better profiling our customers and
matching product development to their needs)—but we didn’t.

This ERP project also replaced the legacy employee expense reim-
bursement system. Looking back, we could have used the standard
payables system to reimburse our employees for their travel and other
expenses. Instead, because we were all familiar with the existing process
for reimbursing our employees and had created a fairly complex set of
business rules for employee reimbursement, we built a unique employee
reimbursement system (which was eerily similar to the legacy employee
reimbursement system), which we then integrated into the ERP system.

Did this investment generate a real benefit to the business? No. Did it
allow us to make more money? Not a single cent. Did a unique employee
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reimbursement generate additional market share or allow us to enter new
markets? Nope. Would we have gained market share with billboards that
proudly proclaimed, “You will know how good we are once you see how we
reimburse our employees!” Of course not. Again, I cannot imagine a sce-
nario that makes these outcomes possible. Instead, our effort consumed
resources that could have been spent on processes and activities that gen-
erated sustainable competitive advantage.

Rather than being lauded for a project that lifted the company to the
next level, my team was ridiculed. We spent all this money and got what?
The team must have done something wrong. Months after the project
ended, I joked with my project team that we would have generated more
financial value for the company if we had invested the $27 million in a
money market account and collected interest during the 14-month project
timeline.

Aligning on Purpose

How could this happen? How could such an important project become
almost meaningless in terms of improving company performance? Instead
of generating business value, the project became a death march for both
the project team and the company.

Research and personal experience indicate that this situation is all too
common. IT projects start with the best of intentions. New projects are
designed to capture market share, grow revenues, win customers, reduce
costs, improve customer service, improve decision making, et cetera.
Instead, IT projects consistently underperform. Theirs is a history of
missed targets, cost overruns, extended timelines, and disappointed cus-
tomers and sponsors.

We ask again: How can this happen? How can otherwise bright, intel-
ligent, and capable project teams and organizations end up failing to deliv-
er business value?

There is a proven way to change these results. By aligning your proj-
ects and their design based on “purpose,” you improve the likelihood that
you will properly allocate your time, resources, and creativity. Using pur-
pose is a simple, yet highly effective way to change the focus of IT projects.
Purpose focuses appropriate attention on what you need to win in the mar-
ketplace and what you need to avoid falling behind the market. Even bet-
ter, purpose is easy to understand and easy to implement. You convert pur-
pose from something abstract to something usable with the Purpose
Alignment Model.
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The Purpose Alignment Model assesses business processes or activities
in two dimensions (see Figure 2.1). The first dimension is the extent to
which the business activity differentiates your organization in the market-
place. The second dimension is the extent to which the business activity is
critical to your mission, to your being in business..

As shown in Figure 2.1, looking at our business processes in these two
dimensions yields four categories of business activities:

■ Market differentiating and mission critical (we call these differenti-
ating activities).

■ Mission critical but not market differentiating (we call these parity
activities)

■ Market differentiating but not mission critical (we call these part-
nering activities).

■ Neither market differentiating nor mission critical (we call these
who cares activities).

We call this matrix the Purpose Alignment Model because you can use
it to link these categories to their purpose. As you align how you treat these
processes with their purpose, you improve your decision making and sig-
nificantly improve your project and business results.

FIGURE 2.1 The Purpose Alignment Model
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Let’s explain each of these categories, starting with the differentiating
activities.

Differentiating
The purpose of the differentiating activities is to excel. Because you use
these activities to gain market share and to create and maintain a sustain-
able competitive advantage in the marketplace, you want to perform these
activities better than anyone else. For your organization, these activities
are or should be its claim to fame. These activities link directly to your
strategy. You should be careful to not under-invest in these activities, as
that would weaken your market position. In fact, you should focus your
creativity on these processes. What are the differentiating activities for
your organization? It depends. It depends on the specific things you do to
create sustainable competitive advantage.

Parity
The purpose of the parity activities is to achieve and maintain parity with
the marketplace. Stated differently, your organization does not generate
any competitive advantage if it performs these activities better than its
competitors. However, because these activities are mission critical, you
must ensure that you do not under-invest in or perform these activities
poorly. Because the purpose of these activities is to be at parity in the mar-
ketplace, it also makes sense if you perform these activities in a “best prac-
tices” way. These processes are ideal candidates for simplification and
streamlining, because complexity in these processes implies that you are
likely over-investing. While there might be value in performing the differ-
entiating activities in a unique way, performing the parity activities in a
unique way will not generate value and could actually decrease the organi-
zation’s value if your over-investment in parity processes limits the
resources you can apply to differentiating processes.

For most organizations, a typical parity process is billing. Billing is
clearly mission critical. If you do billing poorly, it will hurt the business.
Not collecting cash or collecting cash late affects both cash flow and finan-
cial performance. Not being able to correctly invoice customers or apply
payments can motivate customers to take their business elsewhere. Of
course, it is equally true that you will not grow market share or gain new
customers if your billing process is superior. The same goes for employee
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reimbursements. While this is a mission-critical activity, you typically do
not equip your sales people with presentations touting the merits of your
employee reimbursement process when you send them out to ring up
sales. Nor should you allocate portions of your advertising budgets—what
you want on your billboard—or marketing campaigns to extol your excel-
lence in employee reimbursements.

Partner
Some activities are not mission critical (for your organization) but can
nevertheless differentiate the organization in the marketplace. The way
to exploit these activities—and turn them into differentiating activi-
ties—is to find a partner with which you can combine efforts to create
this differentiation. For example, a publisher might identify content
development as one of its differentiating activities. This realm could
include author relationships, product development, and market analysis,
among other things. As its market moves more into electronic down-
loads of content, the publisher might recognize a market differentiating
opportunity in providing for electronic distribution of its content.
However, this publisher might not have or want to develop, as a mis-
sion-critical activity, the electronic distribution of its content. In that
case, the publisher might find a partner that excels at electronic distri-
bution. This partner should know the ins and outs of the technology, and
should fully understand and support digital rights management, micro-
royalty calculations, and other key aspects of the electronic distribution
process. Such a partnership allows the publisher to exploit electronic
distribution without having to also support a set of new, mission-critical
activities.

Who Cares
Finally, some business activities are neither mission critical nor market
differentiating. The goal for these activities is to perform them as little as
possible. We refer to these activities as the “who cares” processes.
Because these activities are neither market differentiating nor mission
critical, you should spend as little time and attention as possible on them.
For example, deciding the best way to provide after-hours cleaning
of your offices does not deserve a complex evaluation process. Who
really cares?
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Purpose Alignment Applied
Let us now apply, in retrospect, the Purpose Alignment Model to the ERP
story that started this chapter. The project team spent time, money, and
people customizing the software to make the sequence of data entry into the
order management system match the sequence in the legacy system. While
we are not sure what differentiated this company in the marketplace, we can
be confident that the sequence of data entry into the order management
system would not result in additional sales, customers, or market share. At
best, the sequence of data entry is a parity activity; thus the time, money,
and people spent customizing the order management system was an over-
investment. The purpose of parity activities is to be at parity in the market-
place. The time, money, and people spent on this aspect of the ERP project
were wasted. These investments increased the costs of the project without
generating any business value. But that is not all: The time, money, and peo-
ple devoted to the parity activity were not available to work on the high-
value project benefits. Because of this and similar project decisions, the
expected return was squeezed and the project turned into a death march.

Usable Strategy and the Purpose Alignment Model

The key to using the Purpose Alignment Model is to determine what qual-
ifies as a differentiating activity. Differentiating activities have the follow-
ing characteristics:

■ The specific things you do to win customers
■ The specific things you do to gain market share
■ The specific things you do to generate sustainable competitive

advantage

This last characteristic is a big idea that links the Purpose Alignment
Model to strategy.

Ideally, you will identify some simple decision criteria or filters that
you can use to define what is differentiating. You can then disperse these
decision filters throughout the organization so that everyone can use them,
thereby ensuring that the hundreds and thousands of decisions that your
employees make are aligned with purpose and strategy.

As an example, we were once asked to help a company improve its proj-
ect planning and portfolio management process. The leadership of this com-
pany had spent months working through the traditional strategic planning
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model: agree on mission, vision, and values; then use SWOT (strengths/weak-
nesses/opportunities/threats) or some other method to define strategy; then
use strategy to articulate long- and short-range goals; and so on. The man-
agement team had burned through several long executive retreat sessions
and had almost agreed to mission and values (although vision still eluded
them). We met with the executive team and told them that to make better
project and portfolio decisions we needed to define some simple decision fil-
ters. We then introduced the Purpose Alignment Model. Over the course of
a single collaborative session, the leadership team identified how it differen-
tiated itself in the market place. By default, this discussion also identified the
organization’s strategy. Because strategy is synonymous with sustainable com-
petitive advantage, the organization’s differentiating activities were the things
that created sustainable competitive advantage. In other words, its differen-
tiating activities directly supported its strategy. We were able to distill this
strategy into a usable decision filter. In this case, the company differentiated
itself with a document management technology that allowed remote teams to
quickly and collaboratively review and finalize legal and financial documents.

Based on this understanding, the leadership team’s usable, strategically
aligned decision filter became clear: “If we do this, will remote teams be
able to finalize better documents faster?” This was a filter they could dis-
seminate throughout the entire organization to improve decision making.
When a project manager was presented with the option for a new feature
or function that improved the project tracking module of the document
management system, the project manager could ask, “Will this feature allow
remote teams to finalize better documents faster?” If the answer was “No,”
the project manager knew that the feature was likely a parity activity, rather
than a differentiating feature, and could treat it accordingly by not over-
investing in the feature. For these parity features, good enough was good
enough. When the CEO considered an acquisition, he could ask, “Will this
acquisition allow remote teams to finalize better documents faster?” If the
answer was “Yes,” the CEO knew to treat the acquisition as something that
would differentiate the company. If the answer was “No,” the acquisition
should be designed for what it did—add parity capability to the company.

This discussion is not meant to imply that traditional strategy planning
does not have its place. For any organization, it is important to define mis-
sion, vision, and values. However, we rarely use mission, vision, and values
to make decisions (either strategic or tactical). After all, when was the last
time your portfolio management process asked, “How well does this proj-
ect align with our mission?” Because the Purpose Alignment Model quick-
ly identifies how the company generates sustainable competitive advan-
tage, it is a nice shortcut to strategy, by using strategy as a decision filter.
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Validating the Decision Filters
Because the decision filters that you use to identify your differentiating
activities are so important, it is worth validating them against their strate-
gic intent. In their book The Discipline of Market Leaders, Treacy and
Wiersema identified three general categories of what we call “strategic
intent.” Figure 2.2 shows our version of what Treacy and Wiersema
describe.

If you are in the broad market, your strategy can be either product
leadership or cost leadership. If you are in a niche market, you want to
learn about your customers’ issues so that you can be a best customer solu-
tion leader, where that best solution might range from product leadership
to cost leadership, and everything in between. You can use strategic intent
to ensure that your strategy—also known as sustainable competitive advan-
tage—and your decision criteria match your target markets and needs. For
example, if your strategic intent is product leadership, then your strategy
might be superior consumer products. As a consequence, your differenti-
ating decision criteria might look for ways to improve your new product
development processes. If your strategic intent is the best solution for your
markets’ needs for customized, precision engineered valves, then your
decision criteria would seek to improve your design and engineering
processes (and be content with parity in supply chain management).

FIGURE 2.2 Strategic intent
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Defining What Is Differentiating
It is sometimes difficult to identify the differentiating activities. Here are
some examples of what to look for. These examples also show the linkage
among purpose, strategy, and strategic intent.

Suppose a large retailer has mastered its supply chain management.
From its practices, what can you infer about its differentiating activities
and decision filters? It is probably not a big stretch to say that this retailer’s
differentiating activities are its supply chain management processes. What
would be the associated decision filters? How can you express them in an
actionable way? How about something like, “Will this activity help opti-
mize our supply chain as a way to sell quality products at the lowest possi-
ble price?” Suppose this is correct. How, then, might this retailer handle
the technology of radio frequency identification (RFID)? Let’s pass it
through the filter. Will RFID help the retailer optimize its supply chain
and reduce costs and prices? Suppose actual sales on a certain item are
starting to fall below projections.

With RFID, the retailer can identify the inventory it has on hand and,
more importantly, the inventory it has in transit, even in transit from the
supplier. Armed with this knowledge, the retailer can not only adjust its
orders for the items, but also intercept and redirect shipments. This prac-
tice will reduce the costs of receiving and then returning the in-transit
inventory. Based on this understanding, this retailer would treat RFID as
differentiating and would be an active participant in the development and
implementation of RFID (because it needs RFID to maintain its sustain-
able competitive advantage).

Before we leave this example, let’s use strategy and strategic intent to
validate our decision filters. This retailer seems to have a long history of
supply chain optimization. It has developed extensive supply chain and
inventory optimization analytics and created innovative processes for
improving material logistics. Given this history, we can guess that its strat-
egy is supply chain optimization and its strategic intent is cost leadership.
Thus the decision filters we have inferred seem to fit well with strategy and
strategic intent.

Now let’s consider another retailer, which has a completely different
approach to the market. This retailer sells items that are priced at $1 or
less. With this business model, what might be its differentiating processes?
This organization needs to find products the market wants, products 
the retailer can sell for a dollar, and products that generate sufficient mar-
gins. Let’s take a guess at a differentiating process of product selection. 
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This company needs a superior process to find the products that meet the
previously identified criteria. How can we articulate this differentiating
process as a strategic decision filter? This filter might be, “Will this activi-
ty help us select items that generate profits at a $1 sales price?” If the
answer is yes, the company should treat the choice as differentiating. If
not, it should treat the choice as something else.

How would this retailer approach supply chain management? If it stays
true to its strategy, the company would treat supply chain management as a
parity activity and mimic the best practices developed by the first retailer.
Rather than developing or piloting RFID, this retailer would wait until RFID
is well defined and standardized and can be implemented in a parity fashion.

Just as we did with the first retailer, let’s validate our decision filters
and differentiating processes with strategic intent and strategy. This retail-
er operates with a strategic intent of low-cost leadership; its strategy for
achieving low-cost leadership is to sell products that don’t cost much. As a
company, this retailer seems aligned.

Next, let’s compare these two retailers with a third. The third retailer
is in the specialty market of outdoor sports (such as mountain biking,
kayaking, and mountain climbing). The founder of this retailer is a com-
mitted outdoor enthusiast who lives what her stores sell. For this specialty
retailer, what might be its differentiating activities? Supply chain optimiza-
tion? Not likely. Product selection? Possibly, but with different selection
criteria from the second retailer. What else?

Because this retailer targets a fairly narrow market—people who like out-
door exercise activities—its differentiating activities might be its customer
analytics and intelligence. This retailer needs to match the needs of its cus-
tomers—often before its customers know they have a need—with its product
selection processes. Thus we can guess at decision filters that seek to discov-
er the next great outdoor exercise trend. The retailer’s strategy is to be the
market maker in outdoor products. In terms of strategy and strategic intent,
it is a best customer solution company, with a strategy of helping its customers
take their outdoor exercise to the next level. In practice, this company is a
leader in customer segmentation and has a finely honed process for finding
fairly obscure products that it can explode into the outdoor exercise market.

As you would expect, this retailer treats supply chain optimization as a
parity activity. The same is true of most of its operational processes. While
the first two retailers don’t pay much attention to store layout and product
display, this outdoor sports retailer uses layout and displays to match its
customer segmentation.

A manufacturer of industrial equipment promotes its products’ lower
lifetime cost of ownership. In its market, it created the “lifetime cost of
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ownership” metric. What are its differentiating processes? The engineering
activities that lead to improved fuel economy, ease of maintenance, and ease
of operations. Its decision filter is simply, “Will this activity help us reduce the
lifetime cost of our equipment?” As a result, the organization has created
technology to improve fuel injection and lengthen the time between mainte-
nance cycles. Because this company operates in a niche market (after all, how
broad is the market for industrial equipment?), it is a best customer solution
company, but its best customer solution is to be the leader in lowest lifetime
cost. Its primary competitor competes as the low-price leader and focuses its
innovation on ways to reduce the initial sales price of its equipment.

As a final example, suppose a fast-food chain has a very simple menu.
Reminiscent of Henry Ford’s famous dictum, you can have any hamburg-
er you like, as long as you like it plain. Another chain constantly introduces
new menu items, including short-term special menus. We can imagine the
decision filters for the first chain: “Will this activity allow us to maintain a
simple, easy-to-understand and -order menu?” With this question being
what defines differentiating, we would expect that this chain’s test kitchen
is a pretty boring place to work. Not so for the second chain, as its man-
agers regularly hold internal contests to identify the next big fast-food hit.

For each of these companies, the Purpose Alignment Model provides an
immediately usable framework for improving decision making. The decision
filters that help each company define differentiating activities also articulate
strategy. And not a nebulous, ethereal strategy, either—rather, a strategy that
everyone in the organization can use to make the multitude of decisions that
occur each day, a strategy that defines its sustainable competitive advantage.
Will this decision help you put more variety in your menu? If so, you need to
do this activity better than your competitors. If not, you should make the
decision in a parity fashion. Will the functionality of your customer loyalty
program help you create a menu with more variety? It just might if you can
use your loyalty program to gather menu ideas and measure the effectiveness
of your previous menu items. Will the functionality of your inventory man-
agement system help you create menu variety? Probably not, so you should
design your inventory management system based on best, simple practices.
The same goes for the design of your chart of accounts—and for a whole host
of other decisions. Knowing which strategic decision filter the company uses,
a purchasing agent can self-filter decisions and requests. So can a product
manager. So can the chief financial officer and the chief information officer.

If defining strategy is still a challenge, there are two tools that can help.
First, you can use the traditional strengths, weaknesses, opportunities, 
and threats (SWOT) analysis method. Using SWOT, you collaborate to
determine—no surprise here—your organizational and market strengths,
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weaknesses, opportunities, and threats. As you discuss and sort through the
SWOT results, you can begin to infer and then articulate your sustainable
competitive advantage (also known as strategy).

A very usable alternative to SWOT analysis is the Five Questions:

■ Who do we serve and what do they want and need most?
■ What do we provide to help them?
■ What is the best way to provide this?
■ How do we know we are succeeding?
■ How should we organize to deliver?

The Five Questions go beyond typical strategy to include distribution
methods, measures, and organizational design.

We have found the Five Questions very useful if a leadership team or
project team is having a hard time identifying what is differentiating. The
answer to the first question helps define the organization’s target market
and its various needs. The answer to the second question helps you define
the specific things your company does to meet these needs. These are the
same things you are or should be doing to differentiate your firm in the
marketplace. That is, you should be doing them as long as there is a mar-
ket need for what you think differentiates your organization in the market-
place. The answers to the rest of the questions help you sort through your
business model options, performance measures, and organizational design.

To summarize the process used to implement the Purpose Alignment
model, you first use the model to identify the differentiating activities and
decision filters. These also yield your proposed strategy (also known as sus-
tainable competitive advantage). You then validate the proposed strategy
using strategic intent, SWOT analysis, and the Five Questions. This
approach gives you everything you need to improve decision making and
resource allocation—valid, immediately usable decision filters that you can
disseminate throughout the organization.

Purpose at the Project Level
The Purpose Alignment Model works as well at the project level as it does
at the organizational level. Project teams can collaboratively define the
decision filters and determine which, if any, of the features and functions
in their project fall into the differentiating, parity, partnering, or who 
cares categories. Even if the organization has not defined strategy, we have
yet to encounter a project team that cannot correctly and adequately
define strategically aligned, usable decision filters. The following examples
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illustrate how project teams have used the Purpose Alignment Model to
dramatically improve the typical project results.

A project team was tasked with upgrading the company’s pricing
engine. The existing business rules for product pricing included dimen-
sions for the following items:

■ Product family
■ Product category
■ Product
■ Per-order quantity
■ Historical customer purchase volume
■ Customer credit history

The price to be charged a specific customer was a combination of these
six dimensions. As you might expect, this required a fairly complex pricing
system. Because these pricing dimensions had grown over time, the pricing
engine was never really architected and so was difficult to use. In fact, the
pricing business rules and engine were so complex that a full-time person
was required to administer changes in the products, categories, and struc-
ture seasonal and sales programs. The pricing engine was also complex
enough that it was getting in the way of the chief marketing officer’s (CMO)
plans. This complexity discouraged changes to the product and discount
structure. Eventually, the CMO requested an overhaul of the pricing engine.

The CIO assigned a team to work on the requirements. The project
manager felt that this venture was an ideal project for the Purpose
Alignment Model. The project manager introduced the model to the team
and asked, “What differentiates us in the marketplace—the products we
develop and produce or our product pricing schemes?”

It took the team a few seconds to agree that the products were differ-
entiating and that pricing was a parity concern (although the project man-
ager did have to fight back a few frustrated team members who felt that
pricing was a who cares business process). As a parity process, pricing was
an ideal candidate for best practices and simplification. This approach
would avoid not only an over-investment in a parity activity, but also the
future problems that accompany the complexity such as system upgrades.
That was the easy part. Now the project manager had to have the same
conversation with the project sponsor, the CMO.

Not wanting to face the CMO by himself, the project manager asked
which team members wanted to attend the meeting with him. To his sur-
prise, they all signed up for the meeting. The project manager arranged
the meeting with the CMO and took nearly the same approach as with the
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project team. He started by stating, “We need your help. We need some
type of guidelines we can use as we sort through our design options for the
pricing engine project. As a team, we have started using a fairly simple
model that seems to help us. Can we work through this model with you?”

Who could say no?
“This model measures business rules in two dimensions. First, do we

use the rules to gain market share? Second, are the business rules mission
critical for us? In other words, do we need to have these business rules, like
our purchasing and payables process, just to be a reliable, quality compa-
ny? Using these two dimensions, we can draw the following quadrant.”

The project manager then drew the Purpose Alignment Model.
“Clearly, we want our top-right business rules to be superior. The bot-

tom-right rules should be at parity with our competition. We want to use
this model for the pricing engine project but need your help. As we think
through how we differentiate ourselves in the market, we think that our
products fall into this differentiating category. Do you agree?

The CMO agreed.
“If it is our products that differentiate us, where do our pricing busi-

ness rules belong? It seems to us that pricing rules are not the reason peo-
ple do business with us. We certainly can’t have really strange or subpar
pricing rules. This causes us to think that pricing rules are a parity process,
and not a differentiating factor. Do you agree?”

The CMO paused longer before answering.
“I do think our pricing rules are important. It sounds as if you are dis-

counting them completely.”
“We agree that they are important. In fact, they are mission critical. We

just don’t think we use our pricing rules to gain market share. We have to
do pricing really well, but not better than anyone else.”

The CMO thought some more.
“Okay. I can see what you are saying. If I agree, what does that mean

for my project?”
“What it means is that we don’t want to over-invest in the system to sup-

port a parity process—pricing. Instead, we want to work with you on a pric-
ing model that is based on best industry practices and is simple. We think our
design goal should be an understandable—even by our customers—pricing
model that is easy to administer. This would allow us to adapt to market con-
ditions more easily. You know how difficult we now find it to do seasonal and
special pricing? If we treat pricing as a parity process, we can improve our
flexibility by reducing the complexity. If pricing is a parity process, our design
goal for this project is different than if pricing is a differentiating process.”
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The CMO bought into this approach and assigned the team to explore
simple best pricing practices. The new pricing engine was based on stan-
dardized product pricing. Each product had its standard price; actual cus-
tomer pricing was then based on discounts off the standard price. The dis-
counts were based on each customer’s previous year’s sales volumes. If cus-
tomers had purchased more the previous year, they got higher discounts
this year. This pricing model, which was simple both to implement and to
communicate, enabled the company to apply seasonal or special discounts
and encouraged customers to purchase more from the company as a way
to qualify for higher future discounts. While pricing rules were not what
differentiated the company, it turned out that its complex pricing model
was actually under parity. Most customers embraced the new, simpler pric-
ing model. The old model was so confusing that they often could not sort
out why there were paying certain prices for the company’s products.

A different company used the Purpose Alignment Model to ensure
that its software product was a marked improvement over the existing
technology. This company developed software for the creation of financial
documents. The document creation projects the software supported tend-
ed to include a wide range of people from different organizations. In-house
and external attorneys, internal and external finance and accounting per-
sonnel, external auditors, and bankers, among others, all collaborated on
these financial documents. This company’s software was designed to
improve the remote creation, revision, and finalization of these documents.
The company had committed to and planned a major upgrade of its soft-
ware. The project plan consisted of five major modules:

■ Document Edit
■ Project Management
■ Document Management
■ Documentation Templates and Library
■ EDGAR Integration

The proposed work on these five modules totaled nearly 3000 story
points. Before the company officially started work on the project, the chief
technology officer (CTO) paused long enough to pass these five major com-
ponents through the Purpose Alignment Model. The market was dominated
by larger companies that enjoyed a decided advantage in project manage-
ment, document management, document library, and EDGAR integration.
However, the market lacked a way to effectively gather the various respons-
es from the multitude of document reviewers and collaboratively and effi-
ciently agree on a final version of sentences, paragraphs, and sections.
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With the help of the CTO, the company managers agreed that a dra-
matic improvement in document editing capabilities could differentiate
their product in the marketplace. It made perfect sense for this company’s
billboard to read, “We provide a superior way to collaborate on and
improve financial documents.” The managers also agreed that the other
modules were parity issues for their company and did not need to be supe-
rior to the existing technology. The company then focused its creativity on
ways to improve its online document edit vision and technology. This effort
resulted in slightly more than 300 story points of development that set a
new standard for document collaboration, revision, and editing. By agree-
ing that the other modules needed to be “good enough,” the company also
significantly reduced the costs of developing the other story points. The
net result was a product that, rather than being a “me too,” represented a
quantum-leap improvement, yet reduced the cost and timeline of the
development project by more than 40%.

As another example, as part of an ERP implementation, a development
team was asked to customize the ERP package to replicate the legacy
accounts receivable system. The legacy system included 32 flavors of cred-
it. As you might expect, this was a daunting assignment. The 32 types of
credit had grown up with the company and so were not part of a compre-
hensive customer strategy. Rather, the CFO and the vice president of sales
brainstormed new credit models and then asked IT to implement the mod-
els into the legacy system. The expectation for the new ERP system was
that it would support these 32 credit models.

As the development team started to sort through this requirement, its
members passed the credit terms through the Purpose Alignment Model. Not
surprisingly, the team decided that unique and interesting credit terms were
not how the company differentiated itself in the marketplace. The develop-
ment team used its informal version of a decision filter to determine that cred-
it terms were parity issues. This filter was, “If this differentiates us, it belongs
on our billboards.” The development team could not imagine any company
billboards or advertisements that proudly proclaimed, “Buy from us! We have
more credit terms choices than anyone!” The team met with the CFO and VP
of sales and explained their billboard filter. Before the CFO and the VP of
sales could argue, the team explained that it felt that the credit terms were
extremely important, but their importance did not come from their unique-
ness or variety. Although the credit terms were mission critical, investing in
the system complexity necessary to support 32 types of credit seemed an over-
investment in a parity activity. The VP of sales interrupted the team by stating
that he agreed and that there needed to be only four types of credit:

i0321572882_ch02.qxd  4/24/09  11:17 AM  Page 28



Usable Strategy and the Purpose Alignment Model 29

■ High-volume customers that paid their bills.
■ High-volume customers that did not pay their bills.
■ Low-volume customers that paid their bills
■ Low-volume customers that did not pay their bills. (The VP of sales

later refined this category by stating that low-volume customers that
did not pay their bills would not get credit; they must pay before
their orders shipped.)

The Purpose Alignment Model is not the answer to everything.
However, it is a highly effective, easy-to-implement tool that improves
process, business rule, feature, and function designs and decisions.

Caveats and Lessons Learned
For the sake of full disclosure, we have collected the following warnings
and lessons learned about the Purpose Alignment Model.

It is important—no, critical—to emphasize (and then emphasize
again, and then stress) the mission-critical nature of the parity activ-
ities. Culturally, we associate our self-worth and value to the organization
with the process and business rules we control and use. This creates a natu-
ral tendency to want our process and business rules to be “differentiating.” If
you don’t emphasize and communicate the mission-critical nature of the par-
ity activities, people will resist the use of the model and its associated decision
filters. Alternatively, they may attempt to contort their processes so they fall
into the differentiating category. This defeats the effective use of the model.

What is a differentiating activity changes over time. As soon as
you unleash on the market your improvements to your differentiating
processes, business rules, functions, and features, the market can now
mimic what you have done. Therefore, you need a focused, working inno-
vation process that constantly updates your roadmap with new improve-
ments to your differentiating activities.

What is a parity activity changes over time. Best practices for your
parity activities can change. As soon as a process improvement becomes
the new standard, it creates a parity gap that you need to fill. Of course, to
fill the gap, you can then mimic what someone else has already invented
rather than invent it yourself. Doing so requires an internal process to find
and implement best practices.

Purpose is not priority. Purpose identifies the design goals of a process,
business rule, function, or feature. It does not define the sequence in which
the work on that process, rule, function, or feature must occur. That being
said, purpose can provide a framework for strategic and tactical planning.
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First, you apply our decision filters to segregate your processes, busi-
ness rules, functions, and features into the appropriate quadrants. You then
perform a gap analysis on your processes, business rules, functions, and
features. This gap analysis helps you identify potential projects—namely,
projects to fill the gaps.

You might identify serious gaps in your differentiating processes. If so,
you can then develop a strategic plan to fill those gaps. This plan might also
include some enabling parity gaps that need to be filled. For example, one
company recognized that it needed dramatic improvements in its decision-
making process, which led it to identify a gap in its decision support tools.
However, before it could tackle the problem of decision support tools, this
organization first needed to close a gap in data collection and quality. Both
of these issues were parity activities. The company’s decision support
strategic plan was based on designing its data collection and quality
processes around improved decision support.

Analytics can be differentiating. If you can make better decisions,
particularly about your differentiating processes, you improve your ability
to compete in the marketplace. Analysis that seeks to better understand
your differentiating processes can also be differentiating. Not all analytics
are differentiating, however. For example, a large retailer that differenti-
ates itself through its superior supply chain management focuses its unique
and differentiating analytics on the supply chain. It does not do anything
special to analyze customers or product performance, but rather accepts
standard analysis methods for customers and products. This approach
allows the retailer to focus its creativity on all aspects—including analy-
sis—of supply chain management.

Treat exceptions like exceptions. Although we are skeptical, you
might be able to justify creating processes, business rules, functions, and
features to handle exceptions in the differentiating quadrant. However, we
cannot think of any situation that justifies customizing processes, business
rules, functions, or features to handle exceptions in the parity quadrant. If
there are exceptions, treat them like exceptions—in other words, do not
codify or institutionalize their handling.

For example, a multi-channel specialty retailer was replacing its lega-
cy order management and credit card processing systems. At the start of
the project, the team had used the Purpose Alignment Model with the
executive team to define the company’s decision filters and differentiating
activities. This retailer competed as a best customer solution company and
focused its solutions on a specific market niche —people who liked to par-
ticipate in extreme outdoor sports. As a result, its differentiating activities
were its product selection and management processes and customer serv-
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ice. The retailer had two decision filters: “Will this activity help us select
products that our customers use to get an outdoor thrill?” and “Will this
activity help us create a lifelong customer?” As you might expect, the order
management and credit card processing business rules and systems were
deemed parity activities. Their value derived from their excellence, not
from their uniqueness. The team took a best practices, standardized
approach to the business rules and functionality of these systems, and the
project moved along quickly and without the typical customizations and
complexity. A few weeks before the new systems were scheduled to go live,
the call center manager approached the project team leader and declared,
“We forgot about split payments!”

The project leader was quiet for a few moments and then replied,
“Split what?”

“Split payments. In the old system, we allowed people to pay for their
orders with multiple credit cards.”

“We did? Why?”
“It is a customer service issue. When a customer calls into the call cen-

ter to place an order and wants to use more than one credit card, our cur-
rent order management system lets us enter the different credit cards and
the credit card processing handles however many we enter.”

This was the first time that the project leader had heard of split pay-
ments, and he remained skeptical: “We really do this? I hate to be redun-
dant, but why?”

“It is for customer service. And, because one of our differentiating
activities is customer service, it occurs to me that this is something we need
to do in the new system. I apologize because I forgot about this issue until
now. As we were testing the new system, I remembered split payments.
Because they are part of a differentiating activity, don’t we have to imple-
ment them?”

The project leader thought through the initial discussions about sus-
tainable competitive advantage and the differentiating activities. “One of
the things we talked about for our differentiating activities was that they
were differentiating if we thought we could use the activities to gain mar-
ket share. If split payments are truly differentiating, they will help us win
customers. Given that, we need to advertise split payments, right? Do you
think split payments belong on our billboards? Should we go into the mar-
ketplace with the message, ‘You should buy from us because we can han-
dle your combination of credit cards’?”

The call center manager thought through whether split payments
actually gained market share for the company. “No, they don’t differenti-

i0321572882_ch02.qxd  4/24/09  11:17 AM  Page 31



32 Chapter 2 Purpose

ate us—but they are still a customer convenience. Is there something we
can do?”

“Let me ask you this: How often does someone ask us to process mul-
tiple credit cards? How many times a day or week?”

“As I think about it, not that often. Perhaps three to five times per week.”
This was out of an average weekly volume of more than 10,000 orders.

The project leader then responded, “In that case, what we have is not
a differentiating activity, but rather an exception. We should treat excep-
tions like exceptions. If this feature is something we want to continue to
offer, we should see if we can find a way to handle split payments within
the standard functionality of the new systems. If so, we do it. If not, we will
have to deal with that issue outside the system. But, because split payments
happen so rarely, we can do that.”

The call center manager agreed. If they could be handled without the
expense and complexity of a system customization, split payments were
worth supporting.

The project leader and call center manager took the split payments
request back to the team. The team sorted through the options and quick-
ly developed a solution within the standard functionality of the new order
management and credit card processing systems. It was not an elegant
solution, and it required manual intervention from someone in the credit
department to finish processing an order. Even so, handling such a trans-
action three to five times a week did not put an onerous burden on the
credit department.

The focus shifts to behavior change. Using the Purpose Alignment
Model is common sense—but it is not common practice. In other words,
people often behave as if parity processes require uniqueness or as if dif-
ferentiating processes can be also-rans. Changing this thinking and behav-
ior is always a challenge and requires the normal change management
tools. One advantage of the Purpose Alignment Model is that it is simple
to explain, understand, and use. Ideally, you can distill the results of this
model down to simple guidelines that people can use to revise their own
behavior and thinking.

It takes practice. Although the Purpose Alignment Model is easy to
explain and use, it takes practice to deal with the different perspectives
that people have about the processes, business rules, functions, and fea-
tures that they own and use. Sometimes, you will make mistakes and incor-
rectly classify a process. As with all learning activities, practice eventually
makes perfect.
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Getting Started

We have found that the best way to implement the Purpose Alignment
Model is to first define the decision criteria you use to identify your differ-
entiating processes. Once you have identified the very small number of
truly differentiating activities (you cannot excel at everything), most every-
thing else falls into the parity category. You can then assess whether you are
treating your differentiating activities in a differentiating way and your par-
ity activities in a parity way. Each time you need to make a design choice,
you can then ask yourself the question, “Is this a differentiating or parity
activity?”

For example, a company had recently acquired two competing compa-
nies. Each of the now-three divisions used different payroll processing sys-
tems. The VP of human resources had decided that the company would
standardize on one system and scheduled a three-day meeting with repre-
sentatives from all three divisions to hammer through the decision about
which of the three (or perhaps a completely new) payroll system all divi-
sions would use. As you might expect, each division prepared for the meet-
ing by gathering good information about its payroll system and bad infor-
mation about the other two payroll systems. The battle lines were being
drawn; the defenses were being designed.

The meeting started. The VP of human resources kicked off the meet-
ing by drawing the Purpose Alignment Model on the whiteboard, giving a
short explanation, and asking, “Is payroll processing a differentiating or
parity activity?” Each of the three divisions competed in different ways,
but all three recognized that payroll processing was mission critical (the
company had to do it right) but not market differentiating (the company
did not gain market share via payroll processing).

Once all of the meeting attendees agreed that payroll processing was a
parity activity, the VP of human resources took the next step: “If payroll
processing is a parity activity, we should mimic best practices and find ways
to streamline our payroll processing. Given this goal, what probably mat-
ters is that we select a parity payroll system—not which particular system
we choose.” Everyone agreed and changed their payroll system selection
criteria to the system that most effectively supported best practices (and
all three did) at the lowest total cost of ownership and least disruption.
Within 15 minutes, all three divisions had agreed on which payroll system
to use.
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The rest of the three days of scheduled meetings was spent standard-
izing all of the payroll business rules across all three divisions. The partic-
ipants standardized items down to the level of nomenclature and codes.
The resulting payroll implementation was a non-event. Setting the stage
with the Purpose Alignment Model created a group agreement on what
the goals of the project were and how best to meet those goals.

A Comprehensive Case Study
The telephone call came at the end of a long day: “We need to replace our
legacy business system. We asked around and several people suggested we
give you a call.”

My reply was immediate: “A legacy system replacement? We live for
legacy system replacements. However, our approach is quite different
from the traditional method. Are you open to that?”

“My last big IT project was such a nightmare that I will consider any-
thing to not have to live through that again. Sure, we are open to your
approach.”

I gave the caller, Mark, the CIO of Lifebrands, a multi-channel con-
sumer packaged goods (CPG) company, a quick overview of the Purpose
Alignment Model and explained how we had applied it to similar, large-scale,
put-the-business-at-risk projects. I also described our track record and noted
that the track record of the Purpose Alignment Model was pretty good (actu-
ally, very good) at improving project and business success. This information
teased Mark enough that he agreed to meet with us to discuss his project.

We met in person a few days later. Lifebrands had grown from a one-
person operation managed by the founder to more than 1500 employees in
a matter of 10 years. As you might expect with such rapid growth, the lega-
cy system was a hodge-podge of technologies made up of both commercial
and custom software. As Lifebrands continued to grow, it became apparent
that the legacy system could not keep pace and needed to be replaced. The
question was how to proceed. The founder and CEO had heard enough
nightmare stories about systems implementations that he was nervous about
the ability of the company to go through such a wrenching experience. Mark
had joined Lifebrands the year before, and he did not want to be the person
who brought the company to its knees via a systems replacement project.

Lifebrands had started down the path of a traditional system replace-
ment project. The IT department members were gathering requirements by
interviewing the various departments in the company. They would then
translate these requirements into a request for proposal that they would
send to various software companies. The software companies would respond
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with a requirements gap analysis (i.e., we perfectly support the requirement,
somewhat support the requirement, or don’t support the requirement, along
with an explanation of how the software company would fill any gaps in its
support of the requirement). Lifebrands would use this response to winnow
its choices to the top three software vendors and then schedule extended
product demonstrations. These demonstrations would enable a cross-func-
tional selection team to see how well the software products fit their require-
ments and select the first- and second-place winners. The selection team
would then figure out how to customize the software to fill in the function-
ality gaps. This analysis would lead the team members to their final decision.
They would then start, the project assuming a combination of off-the-shelf
and custom software would replace their legacy system.

During our meeting, Mark confessed that the team was nearly half-way
complete with gathering the requirements and that it was this requirements
gathering activity that had motivated him to find someone—us—to help him.

“As we talk with the various departments about what they need in the
new system, it seems that what they want is a new system that is identical
to the legacy system. The requirements we have gathered so far aren’t so
much requirements as they are a perfect description of the legacy system.
Yet, the problems with the legacy system are well known and understood.
If this project is to spend money to replicate the legacy system, we should
just stick it out with the legacy system.”

We took out a clean piece of paper and drew on it a quadrant.
“Let’s look at your business processes and, therefore, your new system

requirements, from two perspectives. First, let’s consider the extent to
which they differentiate you in the marketplace. Second, let’s identify the
extent to which they are mission critical to your operations. This yields the
following four types of business processes.”

We wrote in “Differentiating,” “Parity,” “Partnering,” and “Who Cares?”
“If your organization is like most other companies, you have a few

processes that are differentiating. That means the vast majority of your
business processes fall into the parity category. Because the purpose of the
parity processes is help your company be at parity in the marketplace,
these processes should be as simple as possible (because complexity among
these processes will cost you dearly in the short and long term) and based
on industry best practices.

“If your organization is like most other companies, we suspect that
most of the new system requirements you have gathered and will gather
are for parity processes. You are frustrated because you are on the path to
select and then customize a system—a very expensive proposition—just to
make your parity processes unique. Do we have it right?”
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Mark responded, “You have it exactly correct. This is exactly what we
need to do. This changes everything. How can we start using this model?”

We spent the rest of our time that day planning how Mark could use
the Purpose Alignment Model to focus the company on a project that
would enhance and improve the current state, rather than just spending
money to replicate the current state. Mark asked us to meet with the com-
pany founder and CEO to get his buy-in to use the model for the system
replacement project.

A week later, we met with Mark and David, the founder and CEO of
Lifebrands. Mark introduced the theme of the meeting by describing his
unease with the current method for selecting and then implementing the
new system. He explained that we had developed an approach that made
much more sense than what Lifebrands had been doing and then asked us
to explain our approach. We once again drew a quadrant, this time on the
whiteboard in David’s office. We explained the Purpose Alignment Model
using the example of how a different company had used the model for its
system replacement project. We also explained how the other company had
used the decision filters it had defined to create new growth opportunities.

David asked several questions during our whiteboard demonstration.
As we were winding down, he said, “When I started this company, I was
proud of how we kept things simple. But over the past 10 years, we seem
to have adopted complexity as our goal. A couple of weeks ago, someone
asked me what, knowing what I know now, I would change about our com-
pany. I told him, ‘I would start over and keep things simple.’ I am sold on
this approach. I want to use your model for our system project, but use it
in a way that we can then leverage it to everything we do.”

We then sorted through the logistics of how to present the model to
the members of the management team. Our goal was to define the deci-
sion filters that the project team could use for the software selection and
implementation decisions.

Two weeks later, we met with the management team in a working ses-
sion. David had already reviewed the model with the managers, and we
had sent them materials about the model in advance. The team members
came to the meeting ready to sort through the options. As is usually the
case, we first needed to play “bad cop” on some of the ideas about what dif-
ferentiated Lifebrands. Lifebrands’ legal counsel felt very strongly that the
Lifebrands process for intellectual property (IP) protection differentiated
the company in the marketplace. He gave several seemingly compelling
arguments to advance his cause. Just when it seemed as if “IP protection”
was going to land in the differentiating quadrant, we asked the VP of sales
a simple question: “When was the last time you sealed a deal by touting
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Lifebrands’ excellence in IP protection? When was the last time you felt
you should include a description of the IP protection process in sales pre-
sentations and collateral? If IP protection is differentiating, you are miss-
ing opportunities by not using it to gain market share.”

The answer was obviously “Never,” and we used this answer to explain
our billboard filter. By now, the legal counsel had gotten into the spirit. His
next suggestion was that, if IP protection was differentiating, he had some
billboard design ideas. For example, how about a billboard that showed a
pair of hands in handcuffs with the title, “Our IP protection is good enough
to tie your hands”?

After a few more, similar suggestions, David, the CEO, piped in. “IP pro-
tection is important; in fact, it is mission critical. But it is not our core com-
petency; it is not what makes us special. Rather than try to figure out how to
make what each of us does fit into the differentiating category, we accept that
what we do is important because it is mission critical. With that out of the way,
let’s focus on how we really do differentiate ourselves. What are your ideas?”

Over the next several minutes, we developed a consensus that
Lifebrands’ claim to fame was its ability to develop products with proven
efficacy and distribute those products in multiple channels without creat-
ing channel conflicts. This idea formed the basis for two decision filters:

■ Will this activity help us develop products with proven results?
■ Will this activity help us distribute into our channels without creat-

ing conflicts?

That was it. With these two questions, Lifebrands had a fully articulat-
ed strategy. The company now knew where to focus its innovation efforts.
By default, everything else was deemed a parity, partnering, or who cares
activity.

We then turned our attention to the system replacement project.
Which system business rules, functions, and features supported the differ-
entiating activities? The only one we could think of was product and chan-
nel analytics. Everything else (e.g., financials, inventory, supply chain, cus-
tomer relationship management, warehouse management, IP protection)
was linked to parity activities. As such, rather than gathering requirements
in the traditional way, Lifebrands would assume that market-leading soft-
ware adequately supported these parity activities. The software selection
criteria would then change. Because Lifebrands would assume that the
parity functionality was supported, the criteria would now be total cost of
ownership, ease of implementation, and ease of integration. There would
still be software product demonstrations from the leading software
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providers, but the purpose of these demonstrations would be to learn and
understand the gap between how Lifebrands performed the transactions
and how the software performed the transactions. Because Lifebrands
would adopt the best practices way the software performed the transac-
tions, the demonstrations would help the selection team identify which
Lifebrands processes needed to change and how they needed to change.

This approach, in turn, completely changed Lifebrands’ schedule and
budget. The project plan had assumed a significant amount of time and
money would be needed to customize the new software to match the
Lifebrands processes. With the new approach, these resources were no
longer necessary for customization of parity processes. Instead, Lifebrands
could allocate the time and money to work on the analytics that would
drive improved decision making.

In the course of a two-hour meeting, Lifebrands had achieved the fol-
lowing results:

■ Selected an immediately implementable and communicated strategy
■ Adopted a less complex, lower-risk, lower-cost project
■ Identified the high-impact benefits (product and channel analytics)

that would help it win in the marketplace
■ Placed the appropriate emphasis on the parity activities

After this meeting, there was still plenty to do. We needed to dissemi-
nate the decision criteria throughout the organization and practice using
the criteria on the system replacement project. Over the course of the next
several months, Lifebrands got used to using the Purpose Alignment
Model as a decision-making tool.

The effects on the system replacement project were significant. By
accepting and adopting standard software functionality, Lifebrands was
able to reduce its project budget by 40% and its timeline by 50%. In other
words, the original project plan anticipated that 40% of the money and
50% of the time would go toward over-investing in parity functionality.
Lifebrands spent a portion of this saved money and time to experiment
with different methods to improve its analysis of products and channels. As
it gained more visibility into the combination of product performance and
channel performance, it was able to make more targeted decisions about
which products to place in which channels.
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This case study is not meant to imply that taking the Purpose
Alignment Model approach was easy. It was not. Even so, it was a signifi-
cant improvement over how Lifebrands had started the project and
process. As the project wound down, David, the Lifebrands CEO, said,
“Why would you ever do something like this any other way?

Summary

Imagine the power you can unleash if everyone in your organization makes
strategically and tactically aligned decisions. In such an environment, you
can focus your creativity on the activities that generate sustainable com-
petitive advantage, while you focus your efforts to achieve operational
excellence in those areas where you need to be good, not great. This is the
power of the Purpose Alignment Model. It is an intuitive, easy-to-under-
stand, easy-to-implement model that you can disperse throughout the
organization. As you read this chapter, you may have identified your own
differentiating projects that deserve unique treatment. You likely also iden-
tified parity projects that should be simplified and streamlined. If so, you
are ready to use the model to make better decisions.
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C H A P T E R  3

COLLABORATION

The Big Ideas

■ To develop a sustainable competitive advantage, unleash the talent in
your organization to deliver innovative ideas to the marketplace and
to improve the throughput and productivity in your organizations.

■ The answers are in your organization.

Picking Money Up Off the Floor

“Pollyanna, we’re at capacity! We have projects we can’t do because we
can’t find the people.” A mid-level architecture firm couldn’t find enough
architects to meet their customer needs. Too many buildings to design and
not enough people to design them—money on the floor and the leaders of
the company couldn’t pick it up. This was a real pain point for the partners.

“We have more than enough in our pipeline; we’ve got to increase the
throughput of our projects.” In the “feast or famine” architecture business,
having a full pipeline that you cannot deliver on is frustrating.

“Let’s ask the people in your company how to improve the project
throughput” was my reply. There was silence. I could see it on their faces:
I was the consultant. Didn’t they hire me because I had the answers? “Let’s
see if your employees know what is slowing down their workflow and how
they can improve their own productivity.” Tentatively they agreed. After
meeting with everyone in the company in small working teams, they
arrived at more than 150 suggestions and action items—action items they
themselves took ownership of and implemented. One year later, the com-
pany had increased its revenues by 90% while increasing its resources by
only 35%. It managed to pick up most of the money it had previously been
leaving on the floor. Collaboration was the key: Members of the firm
worked together not only to discover the obstacles to productive projects,
but also to remove them.
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How responsive is your organization to the new ideas that will improve
operations as well as develop breakthrough product lines and services?
And how do you foster innovation and creativity in your company to
increase productivity and profits? The answers your organization needs to
succeed are very likely to be found within the people who work with you.
Your teams on the frontlines know best how to lead change with subtle
product improvements, bold new directions, and improved services that
will strengthen your organization’s position in the marketplace.

How do you lead the development of innovative practices and process-
es to improve productivity and stimulate the ideas you need to lead in your
market? This goal is certainly not achieved alone. As the Japanese proverb
says, “None of us are as smart as all of us.” The answers to your company’s
needs are to be found within your organization; the task at hand is to
unleash the talent of your people while simultaneously fostering the free
flow of ideas among all the stakeholders in your enterprise. People at every
level in your organization have the ability to anticipate and the power to
innovate. Indeed, it is very likely that some of the best ideas will be found
in unexpected places. Your sales team may have ideas about streamlining
production and reducing costs, in addition to passing along new product
ideas based on their interactions with customers. An engineer may blurt
out the best marketing idea you’ve heard in a long time. Talented leaders
actively seek out these kinds of responses and look for them in every area
of the company. Great leaders know how to create open, collaborative
environments where ideas are freely and vigorously exchanged as a regular
part of day-to-day operations. They build cross-functional teams that bring
diverse skills and points of view to bear on a new problem or opportunity,
and they do so with efficiency and speed. Great leaders foster continual
innovation in an environment where people “own” their personal and col-
lective performance and maximize their contributions.

Successful companies employ collaboration. But the key question is
this: How do leaders create and lead these collaborative organizations,
companies, and teams? In this chapter we will describe three processes
and the tools to go with them that will enable members of your organiza-
tion to collaborate, and will enable you to lead that collaboration:

■ Collaboration Steps
1. Create an open environment, where ideas flow freely.
2. Convene people from all disciplines and relevant areas of the

organization.
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3. Discover issues and solutions using the collaboration process.
4. Stand back and let people work.

■ Collaboration Process
1. Agree on the goal, topic, problem, or purpose.
2. Brainstorm.
3. Group ideas.
4. Prioritize results.
5. Let people volunteer for what they will do and by when.

■ Leading Collaboration Steps
1. Get the right people in your organization.
2. Trust first!
3. Let people collaborate in determining the direction of your

organization.
4. Stand back.

Let’s take a closer look at each set of tools.

Collaboration: Step by Step

How do you collaborate? Stimulating and maintaining the flow of ideas
within an organization is a multifaceted endeavor. To collaborate is to
unleash the free flow of creative ideas in your organization—to create the
next generation of products and services that will enable your company to
compete and lead in the marketplace and that will streamline its operations
to increase productivity and decrease costs.

1. Create an open environment—an environment characterized
by trust; nonjudgmental, open communication; and transparency.
Without these elements, the natural creativity of your team will
never emerge. Instead, doubt, uncertainty, and fear will keep peo-
ple from speaking up when a problem is identified, ideas are dis-
covered, or a solution is found.

2. Assemble the right team of people. Assign the best minds in
your organization to the task of generating ideas and set the goals
using a strategic framework of collaboration.
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3. Stimulate the flow of ideas using a collaboration process.
Encourage and capture creative solutions with participation
from all areas of responsibility, where individual team members
decide what needs to happen and provide time frames to deliver
results.

4. Stand back and let them do their work. Support the process in
every way you can.

The next sections of this chapter look at each of these steps and the
tools you will need in detail.

Step 1: Create an Open Environment
What is an open environment? What kind of organization stimulates a
free flow of ideas, encourages open questioning in discussions, and val-
ues all inputs? It takes a great deal of confidence for a leader, and for a
corporate culture, to truly value openness. When an organization is
plagued by insecurity, fear, and a need to exert high levels of control, the
environment itself undermines the kind of flexibility required for agile
collaboration.

An open environment does the following:

■ Stimulates creativity and innovation
■ Fosters the emergence of methods that lead change and that

respond quickly to changing markets
■ Supports open communication between different cultures after

mergers and acquisitions
■ Provides just-in-time development and adjustments in operations

and processes to deliver results and achieve corporate goals

Participants in collaboration seminars have identified and prioritized
the characteristics of an open environment. According to these sources,
the top characteristics are trust and integrity, transparency, fearlessness,
communication, and autonomy.

Trust and a Culture of Trust
Trust is essential to productive teams. Without trust, team members can
waste time in clarifying communication and protecting their own backs.
Unfortunately,, you can’t make people trust one another.
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As the leader, your role, style, and behavior will lay the groundwork for
building trust. There are a few things about yourself that you need to pay
special attention to. Authenticity is essential—your team will see right
through you if you are not authentic (missing your own “ring of truth”), and
their lack of trust will continue. Be trustworthy and own up to your own
foibles, history, and mistakes. Share all information with the team; when
you can’t, tell them why. You have to show you trust your team—first.

Give up command-and-control leadership, and stop micromanage-
ment. Telling people to trust one another will not work. Telling people
what to do—and, even more importantly, how to do it—also shows a lack
of trust. If you trust people, you know they will do what they say they will
do and you recognize they know best how to do it. Micromanagement
sends a message that you do not trust the people you are managing.

Your leadership will be tested by your team. Team members will come
back several times to see if you will rescue them, fix it for them, and tell them
what to do and how to do it; if you will really accept mistakes; and whether
you genuinely trust them to deliver. They will watch you carefully and test
your trustworthiness. Will you listen? Will you give your team members the
information they ask for? Will you admit your mistakes? Will you be honest?

Imagine a team where you feel you can always bring up your ideas, and
those ideas are well received, heard, and valued—where you feel comfort-
able in questioning the ideas and logic from everyone on the team, includ-
ing the leader. In this team, you feel your ideas, when they contribute to
the corporate goals and purpose, are implemented. What are the charac-
teristics of this environment? To assist you in forming this image, imagine
the opposite situation—an environment where you don’t feel you can
express your ideas or get them implemented.

Remove Debilitating Fear
We called it “the Departure Lounge.” Anyone who brought bad news to
the manager was moved into that office and in three months was no longer
with the company.

I landed in the middle of this project by accident and said “yes”
because it was a huge challenge—and I like big challenges! With 120 peo-
ple (60% consultants) and a $120 million budget, we were to build a Swiss
electronic stock exchange, one that would move the Swiss traders off the
floor and into the electronic age.

Challenges—this project had them in spades. The project had failed
twice before—once with a local team and once with a famous consulting
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firm—and it was now on its way to failing again. Matters were complicat-
ed by the fact that every Swiss bank (approximately 50 in total) had
financed the project; all of the banks were the project’s customers, and all
had different requirements, needs, and desires. An electronic stock
exchange hadn’t been built in 20 years, and an upgrade to other existing
systems was drastically needed. Now this extremely high-profile project
was way behind schedule. In the existing culture of fear, there seemed lit-
tle chance for success. Mistakes would be hidden and remain uncorrected,
and the system would most likely fail again.

I needed to solve this problem and remove the fear, at least in the
teams. I protected each team’s boundaries and built confidence with my
team leaders by delivering project status information and all the successes
to the project leader on a regular basis. We solved the problems of the sys-
tem with the teams through collaboration. When bad news needed to be
delivered, all of the team leaders delivered it together. After all, they could-
n’t let all of us go. No one ever moved into the Departure Lounge again.

Without ideas from the team, progress will be slow and perhaps impos-
sible. Debilitating fear is what keeps team members from expressing their
questions, solutions, analysis, and investigations. They are afraid of humil-
iation, ridicule, and loss of respect. Their deepest fear? Loss of their posi-
tion, pay, and perhaps their job. An environment characterized by perva-
sive fear results in paralysis and catastrophizing (making things seem worse
than they are).

Nevertheless, there are certainly ways to mitigate fear. As a leader, you
can acknowledge openly with the team the fear that you feel in the team.
Imagine, reframe, and describe the team culture as a trusting team.
Remind the team members that they have choices in how they respond to
the fear. Ask them to give the team a chance and bring their ideas to team
meetings or simply try their ideas out on other team members on a one-
on-one basis. Practice the steps to change: Celebrate resistance, figure out
what to be (not what not to be), and take small steps.

In rapidly changing environments, Warren Bennis notes, people fear
losing their identity, losing recognition of their intellectual mastery, and
losing their individualism [1]. To reduce this fear, provide positive feed-
back that is as specific as possible, based on actual results. Positive feed-
back reduces fear when it is specific, authentic, and based on actual results.
There is no such thing as “constructive criticism”—it is a dichotomy. How
often when someone says, “I’d like to give you some constructive criti-
cism,” do you think the message will be good news? Criticism is not 
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constructive and often instills fear in the person being criticized. Avoid
negative feedback and “constructive criticism.” Give people continuous
feedback that honors the relationship.

Remember, fearless people take on seemingly impossible objectives.
They love a challenge and want to make a run at possibilities where they
just might succeed.

Transparency
I am puzzled why some leaders continue to think they should be the
arbiters of the information each person in the company needs to perform
his or her work. When I begin a complex task, I am not sure I have all the
information I need. In the U.S. space program, leaders were tasked with
putting a man on the moon in 10 years, knowing full well the technology
they needed had not been invented yet! Given the complexities of the
mind and its network of processing, who knows what small bit of infor-
mation could trigger a significant innovation, find an error, or discover a
solution?

In his book The Seven-Day Weekend [5], Ricardo Semler, CEO of
Brazilian-based Semco SA, writes that all information should be shared
with everyone in the company. He feels that if you don’t trust the people
in your company to know which information should be kept within the
company, why are those people working there? The people in Semler’s
company decide on their own salary based on three pieces of information:
(1) the balance sheet from the business unit where the person works, (2)
the salaries everyone in the entire company makes, and (3) a national com-
parison of their jobs with others within the same industry. In other words,
Semco practices full transparency. When important information is with-
held from people, the message is that they are not trustworthy or that they
aren’t intelligent enough to work with all the information. But if they don’t
have the complete picture, how can they solve problems and maximize
opportunities?

Who knows which piece of information could trigger a significant
innovation, uncover an expensive error, or discover a breakthrough solu-
tion to a chronic problem? If you believe knowledge is power, increase
the power of each member of your team—and the team’s collective abili-
ty to do its best work—by supporting the knowledge base of your organi-
zation. Allow the power of information to grow exponentially through
transparency.
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“Communicate? I Already Know That!”
Communication is perhaps the biggest problem in organizations today. Yes,
we have been inundated with the message to communicate and we under-
stand the value of communication as a leader. The message has not
escaped any of us—and you don’t need to hear more of it from us.

Nevertheless, there is a specific area of communication that has struck
a chord in collaborative environments—which may be a different focus.
When information is withheld in any communication, that sequestering
can be perceived, felt, or interpreted as mistrust. In other words, people
feel you are keeping information from them because you don’t trust them.
Even worse, people can become fearful and begin to imagine team
changes, pay cuts, demotions, layoffs, all because it seemed to the listen-
er that information was left out of the communication. (“Perception is
reality.”)

We had finally found a good candidate for senior project leader of a
high-profile project. The last step was for the candidate to interview with
the other three VPs with whom she would be working. The candidate
gave us some dates and times, and we agreed to a time. The evening
before the meeting I got an email from our candidate: “Something has
come up and I need to reschedule.” That was all the information I got.
I immediately became angry and thought she had a better offer for
lunch and was blowing us off. It was not easy to get a time with the other
VPs.

This perception led to my thinking that I had picked the wrong person,
that she didn’t understand the seriousness of the position and our own
urgency. I was afraid I had made a mistake and would lose the respect of
the other VPs. The next morning, as soon as the day began, our candidate
called: “I am so sorry. One of my team leaders is out sick and her release is
today. I need to be there to help if I can. I will work around any schedule
if that works for you. I can come in at 7 in the morning; I can come after
work, or anytime tomorrow. Please let me know what will work for you.” I
now had all the information. My fears and anger disappeared. She was the
right candidate.

Err on the side on giving more information than required. Explain why
whenever possible or at least why you cannot share more information than
you have given or was asked for. This may seem like a repeat of the trans-
parency message, but it is a lesson sometimes lacking in our consciousness.

Too often we hear the statement about our colleagues, “They just don’t
know how to communicate!” You didn’t necessarily hire your technical staff
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for their communication skills (but we hope you did for your marketing
and sales staff); you hired them to be good engineers and programmers.
Your job as a leader is to learn how to hear them and to communicate so
they can hear you.

Autonomy
Let each person hold himself or herself and that person’s team responsible
for what he or she controls: effort, performance, honesty, suggestions, and
improvements.

People do what they are measured by. Reward innovation, creativity,
and imagination (more on this topic in the section on the collaboration
process).

Step 2: Assemble the Right Team of People
“That’s not what I wanted!” “I can’t sell that!” Marketing folks take one look
at the finished product and roll their eyes. Customers can’t find the value
in the latest upgrade. Users inside your company stumble when using the
new systems because they do not fit seamlessly with their workflow. Avoid
these missteps by bringing the right people together: marketing, finance,
architects, senior developers, and customers. And keep them together,
especially when making decisions. Having customers and marketing peo-
ple collaborate directly with engineers can shorten the decision time and
enable you to rapidly incorporate changes that customers and marketing
teams feel are needed. Of course, this kind of meeting of the minds should
not be attempted without discipline and thought. Decisions must be made
based on value, collaboratively, using the decision tools described in
Chapter 5.

One of the most well-documented stories of early collaborations was
the building of the Boeing 777 [7]. Because they were determined to deliv-
er a competitive leader in the aeronautical industry, Boeing’s teams agreed
collaboration would lead to success. The effort ultimately took 5 years and
involved 10,000 people. In the course of this venture, one event stands out.
As part of the collaboration, Boeing had involved everyone, at some point
or another, who would touch the aircraft after it was built. During the
design stage, team members talked to a group of runway support teams.
One person who drove the airplane refueling truck blurted out, “We can’t
get the gas up there.” The gas cap was in the wrong place. Because it was
caught in the design phase, this problem was easy to fix. Had it not been
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caught until after the aircraft was built, the issue would have been much
harder to solve.

Step 3: Stimulate the Flow of Ideas Using a
Collaborative Process
It is important to think about collaboration in three ways: pushing deci-
sions to the edge of your organization, involving people in decision making,
and determining how and where you can use collaboration.

Push Decisions to the Edge of Your Organization
Ralph Stayer, the CEO of Johnsonville Foods, worried whether the people
in his company truly cared about the company they worked for. The
employees were bored; they came to work halfheartedly and made
thoughtless and costly mistakes. They were not taking responsibility for
their work. Slayer began to realize that he “couldn’t give responsibility; peo-
ple had to expect it, want it, even demand it” [6]. To address this issue, the
line workers were asked to do their own quality control, tasting the foods
they made. They also began to answer the customer letters. Performance
improved as teams took ownership of their work, began collecting data, and
monitoring performance and profits. Even so, a few lackluster performers
remained. The line workers looked to senior leadership to “fix it.” Instead,
the leaders asked themselves who was in the best position to deal with this
problem. Their conclusion? The people on the shop floor knew best. The
teams took it upon themselves to address performance issues and, in some
cases, fired nonperformers. Those closest to the issue made the decisions.

Your employees know which processes are working in your organiza-
tion and which ones are not. Those personnel working directly with your
market will know when changes occur that need attention. You have the
best talent; when they solve the problems or find a new direction in which
to take your organization, listen to them. Then let them implement the
ideas many agree would benefit the company.

After getting the right people to solve a problem or create a new prod-
uct together, use the following collaboration process to stimulate ideas and
capture creative thinking:

■ Agree to the goals and objectives.
■ Brainstorm all tasks to reach the agreed-upon goals and objectives.
■ Group like items together, in silence.
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■ Prioritize based on value.
■ Let people, in a team setting, decide what the team needs to do to

reach the goal, and what they, as individuals, want to do and how
they want to do it.

■ Have the team define success and how it will be measured.

The Collaboration Process at Work
Suppose productivity in the organization is at a standstill. For example, at
the company described at the beginning of this chapter, the organization
had reached capacity and could not hire more help. They needed to
increase the throughput of projects. How could you find out how your
company might increase productivity?

Ask your teams. Bring them together and, armed with a raft of sticky
notes and pens, ask the following question: What’s not working? Ask each
person to write one thing that is not working on one sticky note—as many
nonworking items or processes as they can think of, using as many sticky
notes as possible. Invite each person, one at a time, to read his or her notes
aloud and put the notes on the wall. Then comes the hard part: Every per-
son is to come up to the wall and, in silence, group the sticky notes. (It is
interesting to see who breaks the rule first and to see how long it takes for
the group to begin to nonverbally collaborate.) After they have grouped all
of the notes, work together to name each group of notes and put the title
on another sticky note near the group.

Next, prioritize. People do what they are passionate about. Think
about your own to-do list. Are you passionate about completing the items
that keep falling to the bottom of your list? Likewise, to collaborate suc-
cessfully, we need to find out what the team is passionate about. Add up
the number of groups, divide by 3, and round up the answer. The result is
the number of votes each person has. For example, if there are 16 groups,
each person would have 6 votes. Individuals can cast all their votes for one
group if they like—a weighted voting system.

Ask each person to vote for things that are “not working” the most. If
you worry about your influence over this process, step outside the room
while they vote. The final step is to form small teams, with each team
selecting a different topic in the most voted-for categories. Teams should
then develop strategies and actions to “fix,” correct, or improve what is not
working. After each team has presented its “how to” solutions to the entire
group, a discussion should be held to unearth any other ideas. Then, ask
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for volunteers to lead the effort to correct the nonworking items—and
have them commit to a date by which they will have the task done. Be clear
that they do not have to work alone, but that they will be responsible for
leading the effort to completion.

Talented people don’t like to be given orders. Instead, they prefer to
make a commitment and keep it. They enjoy making meaningful contribu-
tions not just related to what you already know they know, but also in terms
of new ideas.

Using the Collaboration Process
There are many ways to use this process:

■ Gather leaders together and identify your purpose, differentiation
factors, and decision filters; determine what goes on your bill-
board; and answer the Five Questions to check your strategy (see
Chapter 2).

■ Determine the complexity and uncertainty factors that you want to
manage (see Chapter 4).

■ Find the consideration and benefits you need to build your decision
model (see Chapter 5).

■ Determine the projects you need to reach your purpose and goals.
■ Identify the value of features you need to implement.

Use this process for answering any questions that need more minds
than one for their solution (when is this not true?), for bringing together
disgruntled people who don’t understand why one idea is better than
another, for revisiting processes that persist only because “that’s how we
have always done it,” and for deciding where the company should go next
and how to get there.

The collaboration process is an excellent means of discovering issues
and areas that need addressing in your organization and in your market-
place. Solving these problems can be accomplished in many ways; this
process is only one approach.

Step 4: Stand Back and Let People Work
This topic is a tool for both collaborating and leading collaboration efforts.
You will find the tools for standing back in the next section. Read on!
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Leading Collaboration

People need leaders, especially in collaboration. Unfortunately, leaders all
too often “step” on the progress of the team in their own collaboration.
Leading collaboration is a four-step process:

1. Get the right people.
2. “Trust first!”
3. Let people collaborate to determine the direction of your organi-

zation, including how to get there and how success is defined.
4. Stand back and let them work.

Step 1: Get the Right People
Getting the right people involves putting a great team together by assess-
ing the values of potential team members.

Put a Great Team Together
“What do you do, Pollyanna?” I was at an intake interview to volunteer for
a nonprofit organization; I was the volunteer.

“I’m a leader of large-scale projects.”
“What do you like about what you do?”
“I love to make sure the team members have what they need, that they

have a clear idea of what they want to achieve, and I want to make sure
they have everything they need to succeed. I like to work with teams—to
lead teams.”

I was a bit tenuous in my response. The last time I volunteered, things
didn’t go so well. I sat in a park and collected signatures from people. It
was a worthwhile effort, but we did not have the supplies we needed, signs
arrived too late, and the relief team did not show up. Overall, the experi-
ence was disappointing and felt like a waste of time.

“We need a volunteer’s policy and procedure manual. We have several
people who want to help, but we need a team leader. What about helping
with that?”

I jumped at the opportunity. It was a great experience: The team was
good fun and worked hard. We delivered a 40-page document covering all
the needed policies and procedures for the volunteers in the organization.
Other nonprofits have since asked for copies and put the manual to use
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with minor changes. Along the way, I learned that people do what they are
passionate about, especially volunteers. Also, people want to do something
they are good at, to contribute their expertise and knowledge. They want
to do work that makes a difference, work that matters. This is true in all
organizations, whether for profit or not for profit.

What makes for a great team? When all members have their own pas-
sions about their work, know what they do best, and understand how they
contribute to the company’s goals and objectives. When team members
operate where these three areas intersect (see Figure 3.1), you have the
best team. Similar to Jim Collins’s model [3] for company goals, I model
my own experiences for individuals, providing a tool for determining what
each person wants to do.

You also need to be operating in this intersection, at all times. This
requirement operates as a filter for the activities you take on. It provides a
basis for determining how you can best contribute to an organization and
how interested you might be.

I use this idea as a filter for all the opportunities that come my way. As
a guest lecturer at a university in its leadership classes for the executive
master’s programs, I was once asked by the administration to teach an 

FIGURE 3.1 Personal filters
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algebra class. Yes, I do have a degree in math and I like to teach. But I am
no longer passionate about the subject of mathematics. My passion is now
focused on leadership—so I turned down the offer (no intersection with
passion).

I also would not need a doctor on an architecture project, unless I was
building a hospital or medical clinic (no organizational fit). I am passionate
about art, but I am terrible at it. So I leave the artistic work to the artists,
and I enjoy their work whenever I can (no ability).

Look at a Person’s Values First
A stack of résumés sits in front of you. You’ve read them and sorted them.
You think you’ve found candidates who would likely to fit in your compa-
ny, but you want the best people in your company. So how do you decide
among these applicants? How do you find the “right” people? What do you
look for in your new hires? Who will help you gain the innovative edge?

The process unfolds like this: Leaders must trust people so they can
stand back and let them innovate. You need to have people in your organiza-
tion you can trust. As Dee Hock, former CEO of Visa International, suggests:

Hire and promote first on the basis of integrity; second, motiva-
tion; third, capacity; fourth, understanding; fifth, knowledge; and
last and least, experience. Without integrity, motivation is danger-
ous; without motivation, capacity is impotent; without capacity,
understanding is limited; without understanding, knowledge is
meaningless; without knowledge, experience is blind. Experience
is easy to provide and quickly put to good use by people with the
other qualities [8].

Most people approach this task in the opposite order, putting experi-
ence first. Conventional interviews target knowledge and experience, but
these facets alone won’t deliver the caliber of employees or staffing we
want for creative projects and innovative organizations. They are the easi-
est characteristics to ask about (and for the interviewee to discuss), yet they
are the last two qualities on Hock’s list. Managers fall back on them
because they don’t know how to interview for characteristics that are more
difficult to document on a résumé.

In addition to the qualities on Hock’s list, look for attitude, talent, intel-
ligence, and authenticity when hiring team members. In a collaborative
environment, people need to be able to handle nondirective leadership
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and not expect leaders to have all the answers. Hire people who can cham-
pion their ideas, take ownership, and live with change and uncertainty.
Seek a level of maturity and/or willingness to learn that doesn’t necessari-
ly correspond to the number of years in a job role. All of these qualities fuel
creativity and innovation.

Why is integrity so important? Have you ever worked with someone
who is lying to you or to others in your company? Here, we don’t mean
grandiosity or exaggeration; we mean not telling the truth. How motivated
were you to work for that person? And didn’t you question his or her moti-
vation? Did you think the individual was putting the purpose of your
organization above his or her personal agenda? Was there a nagging doubt
in the back of your mind about everything that person suggested or did?

Step 2: Trust First!
Leaders must trust the people they work with. In addition, they must earn
the trust of their peers and team members. From the moment individuals
become members of your team, trust them and demonstrate your trust. Set
the example of trustworthiness by admitting mistakes, apologizing when
needed, and operating with integrity. Remember what Ricardo Semler
says: “If you cannot trust the employees in your organization to know what
information they can share outside your company and what they cannot,
why are they in your company?” [5]. Hire the very best people and then
trust them.

Remember, “suspicion is a permanent condition” [2]. How would
someone prove to you that he or she is trustworthy? What would it take?

I had gone to Switzerland as a database consultant to build control
systems for electrical power plants. When I came on board, the compa-
ny was building systems with fixed-price contracts that should take one
year to deliver but the jobs were taking four years! This business model
was very broken. It was quite a situation. Within four months, I was run-
ning the team. However, I had no power to hire and fire anyone, I could
give no one a raise, I was a consultant, I was a foreigner, and I was a
woman in a country that gave women the vote in ’73—and that’s not
1873, but rather 1973! I got the teams together, asked the members what
needed to be done to deliver, and let them decide what to do and how to
do it.

“How do you want me to build this?” Jan, one of the team members,
was at my desk the day after the meeting to decide who did what by when.

“How do you want to build it?” I relied.
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The next morning, Jan was at my desk. “How should I design this?”
he asked.

“What do you think is the best design?” I answered.
The next morning, again, he was at my desk! “So, how would you like

me to build this?”
“Jan, we hired you for your expertise. Give it your best shot. I’m here

if you need anything.” And off he went. I saw Jan working in the teams, col-
laborating. But he never asked for help, and I had to keep stepping back.
If I asked if he needed any thing, I was fearful my questioning would sug-
gest that I did not trust him. The “drumbeat” said he was doing fine. Each
time the system was integrated, his portion had the smallest number of
errors.

By letting people choose what they wanted to do and how to do it, in
the two years I was there, we managed to deliver eight systems.

Choice is not only a positive motivator; it gives people ownership. They
want to deliver to on their own commitments. And it also provides account-
ability—specifically, self-accountability.

As an executive, I was asked to lead a project that the company presi-
dent had mentioned four times in the annual report as representing the
future of the organization. The sales people were out selling it, but devel-
opment has not begun. On my first day I found four team leaders waiting
for directions.

“What do we need to build? Where is the feature list?” I was met with
blank stares. Not a good start.

“We don’t have one.”
“Okay, who would like to put one together?”
“I will,” John spoke up.
“How long will it take you?”
“Six weeks.” We would modify 20 systems. This seemed about right to me.
“Great!” The weeks progressed. John reported steady progress in

every standup meeting. I offered my help and always got an “I’m okay”
answer. On the due date I got a half-page of features! The book the sales
people were using to sell the system was 3 inches thick! I turned on my
heels, went down to personnel, and had John taken off the team. This was
not a mistake; this was not delivering. John had decided what and when
to deliver but did not deliver. As Jim Collins would say, he was off the bus
[3]. Had John volunteered that things were not going well, the team
could have pitched in and helped. The real issue was, could he be trust-
ed again?
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Step 3: Let the Team Decide the Direction of the
Company
What should the company take on? Which strategy will work best? Use col-
laboration to discover, from the teams and divisions closest to your mar-
ketplace, where the organization should focus next. Today, no one person
can possibly know enough to make these decisions alone.

Through collaboration, you can involve all the thinkers and take advan-
tage of all the experience in your organization. Build business value mod-
els together, balance your portfolios as a team, develop options for maxi-
mizing value, and avoid the cost of delay. Build strategies throughout the
entire organization in collaboration.

Step 4: Stand Back and Let People Work
From my first day as a developer, leaders continually asked me to do things
that I knew were a waste of time, keeping me from getting the “real” work
done. When I became a project manager, those leaders continued wasting
my time with endless questions: “Where are we? When will we finish?
How many errors are there? What are you going to deliver? How much will
it cost? Why are you doing it that way?” “Endless” is the right term here—
their questions seemed to stretch to infinity. But when I became the
“dreaded” leader, their motives became crystal clear. There are things
leaders need to know when developing products that meet customer needs
in the optimal market window so the company can continue to exist and,
ideally, prosper.

Leaders can stifle progress when they interfere with team processes.
At the same time, as a leader, you don’t want an on-track project to go over
the cliff and deliver the wrong results. There are times when leaders
should stand back and let the team work, and times when they should step
up and lead. The result: the leadership “two-step” (see Figure 3.2). But
how do we decide which time is which?

Let’s start with standing back. You have great talent in your organiza-
tion. You hired your staff for their ability to address issues, solve problems,
and create innovative and competitive products to make your company
successful. Put them to work improving operations, increasing workflow,
and removing bottlenecks. Your employees operate closest to the problems
and have the best chance of finding workable solutions. You hired these
people to deliver new, exciting, and competitive products to the market-
place before your competition could. You need their creativity, their think-
ing, and their ability to innovate if your company is to thrive.
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FIGURE 3.2 Leadership “two-step”

As their leader, you must unleash this talent and allow your people to
succeed. Create an environment based on trust; bring people who have the
right knowledge together; ensure they understand the objectives, purpose,
and constraints (e.g., budget, market windows) of the project; and then
stand back.

As contributing team members, we want to take pride in our work; we
want to use our knowledge and experience to develop and deliver our
assigned part of the product. We want to own our part and we want to cre-
ate the best and most efficient solution. And we want to collaborate with our
team to make sure we all deliver our parts by assisting one another when we
need it. We are not happy when someone begins to tell us how we should
do our job or when we don’t get the opportunity to find and correct our own
mistakes. After all, that’s how we learn and gain more experience and knowl-
edge. Clearly, we need leaders to stand back and let us get the work done.

What about accountability? We want to be held accountable by the
people who understand what we are doing, who understand how we think,
and who share in the challenges of the team. In other words, we want our
teammates to hold us accountable—and they do.
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But there are times when leaders need to step up and lead. Leaders
must make sure their projects and teams do not go off the cliff. As lead-
ers, we want effective projects to deliver results. But we do not want just
any result; we want the right results—results that are in line with the cor-
porate strategy. You could just lecture your teams on this topic and hope
they get it. More effective than lecturing, however, is asking questions to
help them discover the answers for themselves: “How does this fea-
ture/objective fit with our company strategy? If it does not, do we need
to modify our strategy? Does our prioritization scheme match our busi-
ness priorities? Can we reach our market window?” Project leaders,
product leaders, and corporate leaders should be asking such questions
continuously.

Allow your teams to manage their workload, find solutions, and deliver
them. Make sure that all team members understand that their solutions,
objectives, and goals must be in line with the company strategy. Help your
teams find their own solutions, but only after they have made valiant attempts
on their own. Don’t give them solutions, but rather ask questions without giv-
ing answers. Your questions will help them discover their solutions. Use your
questions to unleash the talent and creativity in your organization, and then
stand back, get out of the way, and let them get the “real” work done.

Tools for Stepping Up
Now, let’s take a look at when leaders should lead and how they do so with-
out crushing collaboration, adding fear, or demotivating the team:

■ Keep the team focused (or refocused).
■ Expect success—but allow mistakes.
■ Base measurements on team results.
■ Take the “fun” out of being dysfunctional.

Keep the Focus
Set the goal clearly. On Apollo 13, mission leader Gene Kranz made the
call to shut down the command module, which ruled out landing on the
moon. “Forget the flight plan,” ordered Kranz. “From this moment on, we
are improvising a new mission. How do we get our men home?”

Teams don’t get to do whatever they want, whenever they want. But
they do need time for exploration of their ideas and possible solutions.
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When chaos has gone on too long, step in and ask questions to help the
team get back on track. Ask—don’t tell. The team does not need to be told
in which direction to go; they need assistance in discovering their own
direction as it relates to their current project.

Remember the purpose, benefits, and constraints discussed in building
your decision model (see Chapter 5). Ask questions about how the teams’
activities, take these considerations into account, and meet the purpose
defined in that model.

Expect Success—But Allow Mistakes
We were two weeks away from the week-long site acceptance test for the
first major upgrade of an electrical control system. I walked into the test
lab, looked around at the chaos, and panicked. I knew exactly what the
team of 40 people needed to do to create a successful test, and I opened
my mouth to speak. Fortunately, I stopped in time. I realized that I
might possibly “save” the team from failure—but in doing so, I would
also take away their chance to succeed on their own. I turned on my
heels, left the lab, and never went in there again. Two weeks later, the
team finished the test in four days, one day early. The success was theirs,
not mine.

When leading collaboration, you need to step aside and let the people
in your organization do their work. You do trust them, right?

Stress the motto, “Fail early—fail fast!” People learn from their mis-
takes. Right now, your team may be worried about taking a risk and failing.
To be sure, removing disruptive fear will help. But your most important
contribution is to protect both your team members and your organization.
Create a way for the team to fail safely. What does that mean? First, you
don’t want them to be embarrassed in front of your customers, in front of
organizational leaders, and in front of other teams. Add a step in the
processes (or, better still, suggest the team members evaluate the possibil-
ity of adding a step) where they can walk through their results before the
results go outside of their team.

Base Measurements on Team Results
People do what they are measured by. If you ask people to come to work
at 8 in the morning and go home at 5, will you get 40 hours of results? Not
always—actually, not often. I have seen some companies take this tack and
get only 20% productivity (results)!
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The largest user challenge for the Swiss electronic stock exchange was
moving the traders from the floor to electronic workstations. The learning
curve would be steep. Most importantly, the users had to have what they
needed on day one.

The workstation development team formed a focus group of floor
traders and built four prototypes. After each one pilot effort, the team
leader would say, “Don’t worry, Pollyanna—there’s code in here we can
reuse.”

It didn’t matter to me. I didn’t care if they reused any code. My
response was always the same: “I care about only one thing. When the sys-
tem goes live, I don’t want any traders to throw their workstations out the
window.” The system has been up and running for more than 12 years and
not one workstation has gone out a window.

Take the “Fun” Out of Being Dysfunctional
Ignore unprofessional behavior.

Asked to help staff and board members collaborate on taking their
library to the next level, I was not sure what to expect. Would they be strict
taskmasters or gentle nurturing participants? (Which kind of librarian do
you remember from school?) I presented the tools for collaboration and
we had a break. The board president approached me and said, “I am sur-
prised that you don’t address diversity in your model.” It was a rhetorical
question because the model was totally inclusive: Everyone is heard dur-
ing the brainstorming and voting techniques. I did not move a muscle and
did not say one word. I stared at him as if he had not said anything.

The board president tried again at lunch with another question, equal-
ly as rhetorical. He was looking for an argument that he felt he could win,
and that would be a distraction from the work at hand. Again, I ignored
him. After lunch, in the brainstorming session, he refused to participate. I
stood behind a bookcase and in a low voice, said, “Be a sport. We need your
input.” He did not even get recognition from my body language and pres-
ence. He stopped his obstructive behavior and made valuable contribu-
tions for the rest of the day.

What do you do about those people who are “gaming the system,”
where team members leverage the leader in an attempt to discredit a team
member? This kind of bad behavior does not often arise in a “healthy”
team—one whose members work collaboratively, understand and respect
one another’s contributions, remain focused, and demonstrate ownership.
But you don’t have that, at least not yet. To get there, take the “fun” out of
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being dysfunctional. Remove the reward people are getting for nonprofes-
sional behavior within the team. When someone causes distractions, such
as asking rhetorical questions with no real purpose—where the person is
trying to impress you with the “right answer” or embarrass you if you made
a mistake—ignore this behavior. Stand quietly and do not say a word.
Alternatively, look to others in the room and change the subject.
Remember, negative attention can be a reward.

What Is Your Leadership “Tipping Point”
Find your leadership “tipping point”—the point where you discover when
to lead and when to step back. Ask yourself what contribution you might
make or whether the team might discover more without you. What is your
agenda to engage with the team? Do you trust the team members to reach
their goals without your guidance? We discuss this topic in more detail in
Chapter 6.

Putting These Tools to Work

“How do I get started?”
Take a look at your environment. Is it open? If your team has any of

the following characteristics, it is not open:

■ Fear: People are afraid to speak up, afraid to fail, afraid of humiliation.
■ Secrecy, territoriality, or everyone out for themselves attitude:

Members of the team pontificate and spout monologues while at the
same time keeping valuable information to themselves.

■ Lack of engagement: Team members do not support one another,
missing out on participation in team discussions and decisions.

■ Defensive and negative attitudes: Team members exhibit closed
body language, never saying a good word about other team mem-
bers or the tasks at hand.

■ Judgmental and condescending attitudes: Ideas are dismissed with-
out consideration or criticized unfairly.

■ Passive-aggressive behavior and lack of integrity: In meetings, peo-
ple agree to one thing; outside the meetings, they say and do
another.
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■ Lack of patience and tendency toward agitation: There is tension in
every working encounter, yet at the same time team members lack
initiative.

■ Rampant gossip and complaints: Team members talk behind one
another’s backs; they use mean-spirited humor instead of healthy,
fun humor.

Do a check just in case. Bring the team together. Use the collabora-
tion process to answer the following question: “Which characteristics
make up an open environment?” Make sure the team groups the char-
acteristics in silence. Then, as they vote, you might want to leave the
room. Tally the totals. What the most important characteristic, as chosen
by voters, is usually the one thing the team’s current environment is
lacking.

Next, break up the group into small teams and develop strategies and
action items based on how you will fill the gaps in your environment to
make it open. Develop an action plan by letting team members volunteer
to implement strategies.

This question may not be concrete enough to start. Maybe you need a
“safe” topic first. What about an upcoming project? Relevant questions to
pursue might include these options:

■ What is the purpose of this project?
■ What is the scope?
■ What are the required features? Nice-to-have features? The wish list?
■ What are the value inputs to making project decisions?
■ What are the best methods to use, and who is the best leader?

On the other side, take on the corporate goals and objectives:

■ How can we reach the goals we are responsible for?
■ What are the value inputs to making decisions?
■ Which strategies will work best?
■ Which processes need to be fixed, abandoned, or created?
■ How can we increase our throughput?

Make sure action item lists include due dates determined by the peo-
ple who volunteered to own the action item. Also, don’t let people volun-
teer other people to handle action items. Ask questions, and don’t give the
answers or otherwise rescue the team. The members will find their way
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and their own answers. Decide, as a team, how members will hold one
another accountable and how to measure success.

Summary

To collaborate:

■ Create an open environment that fosters innovation, creativity, and
the free flow of ideas.

■ Bring the right experience and talent together to address the issue
or problem or just to do some thinking.

■ Use the collaboration process to being the discovery of ideas.
■ Stand back and let the team work.

To lead collaboration:

■ Trust First! Trust the people in your company by hiring them based
on integrity and passion for the work done in your company.

■ Listen to suggestions about the direction in which people feel the
company should go.

■ Stand aside and support employees’ efforts in the pursuit of the
ideas to make your company great.

To use the collaboration process:

■ Agree to the goals and objectives.
■ Brainstorm using sticky notes and pens.
■ Group in silence.
■ Prioritize using a weighted voting process (number of groups, divide

by 3, and round up the answer).
■ Find strategies and action items.
■ Let people volunteer for the action items and determine their

due date.

Other tools discussed in this chapter:

■ Stand back. Trust first; let people choose what to do, how, and by
when; guide through questions (ask, don’t tell); and ask the team to
evaluate one another.
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■ Step up. Keep the team focused (or refocused); expect success, but
allow mistakes; base measurements on team results; take the “fun”
out of being dysfunctional.

■ Find your own leadership “tipping point.”

As a leader, keep the following concepts in mind:

■ Ensure all members of your organization have everything they need
to succeed.

■ Create an environment that is so stimulating and rewarding that
people would want to work with you, even if they did not have to.

■ “People don’t resist change; they resist being changed” [4].

If you focus on these two concepts and operate with integrity, you can-
not fail.
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C H A P T E R  4

DELIVERY

The Big Ideas

■ By understanding the uncertainty and complexity characteristics of
your projects, you can identify better ways to lead those projects.

■ High complexity or uncertainty correlates to higher risk. Reduce
these factors, and you reduce your level of risk. Project decomposi-
tion can reduce complexity, while incremental delivery helps lead a
project through uncertainty.

■ Some leaders are natural managers of complexity, while others are
experts at uncertainty. Match leadership styles to project character-
istics, and develop leaders’ skills to broaden their capabilities.

Case Study: The Swiss Stock Exchange

The Swiss stock exchange was preparing to enter electronic trading. There
had been two prior attempts to develop the software solutions. The first
attempt was an internal development effort, and it failed. In the second
attempt, the project was outsourced to a prominent consulting firm; it
failed as well. In both of these prior failures, everyone thought that they
were doing things by the book using software development best practices.

The third attempt was getting under way and there were real concerns
about the prospects for yet another failure. Pollyanna got involved on the
team and eventually ended up leading the project. The challenges were
significant. The team was over 120 people, and 60% of those were con-
tractors. There were multiple customers, as every Swiss bank (approxi-
mately 50 in total) had financed the project, and each bank had different
requirements and desires. The existing systems were 20 years old and
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upgrades were drastically needed. Clearly, this was a very high-profile proj-
ect with a lot of money at stake.

On the positive side, the project attracted the best talent and was able
to specify its delivery date within a reasonable time frame. The 2-second
throughput requirement, total software and hardware redundancy, and
“lights out” maintenance model all seemed doable. A retired trader was
heading up the functional specification team—a sort of on-site “customer.”
Things looked better than before.

But there were other ominous signs that history would repeat itself. The
team in charge of building one of the key server-side components had devel-
oped a two-year plan detailing tasks down to the level of every 15 minutes.
What were they thinking? Creation of such a schedule is over-planning even
for a project with almost no uncertainty. The team leaders had fallen into
the trap of the illusion of control—even though they actually had almost no
control. Instead, they spent an inordinate amount of time updating the
detailed plan and trying to justify how they would get back on schedule.

Pollyanna had the team members move to a system that would allow
them to update and reprioritize the features and the work tasks on a week-
ly basis. The team leaders reviewed progress at the end of each week and
then, based on this information reprioritized the next week’s work. Every
six weeks, the teams re-estimated and re-planned tasks for the next three-
month iterative release. Change was inevitable and was managed through
the reprioritization process. All team leaders made the decisions together.

Next, Pollyanna worked with the trading system team to build the
workstation where the traders would make their trades and gather infor-
mation. The trading system was associated with a lot more uncertainty
because it was brand new and would be more intimately connected to the
end users. To get it right, the developers formed a user group of traders
and built prototypes to obtain useful feedback. It took four prototypes to
get a system that the users liked—but what really mattered is that the users
were happy with the final delivery.

Together, this team of teams successfully delivered the first fully com-
puterized stock exchange system integrating trading, clearing, settlement,
and member back-offices.

All Projects Are Not Created Equal

Leaders are constantly hoping to find the magic project management
approach that will guarantee successful delivery of their projects. But what
any experienced project manager knows is that all projects are not created
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equal; as a consequence, no single approach can possibly be appropriate
for all projects. Certainly, many good techniques and practices are appli-
cable to a large collection of projects, but the idea of running projects “by
the book” is a mirage. While all projects are different, certain patterns can
be discerned among projects with similar characteristics. For those proj-
ects with similar characteristics, certain approaches to leadership and gov-
ernance work especially well.

The two primary characteristics that influence and drive project man-
agement characteristics are complexity and uncertainty. Complexity is a
measure of the size of the project, the dependencies of the project, and
the nature of the project team. Uncertainty is an indicator of what is
known and what is not known about the project; it can include shifts in
either the customer needs or the technological implementation. Relatively
simple projects with low uncertainty are quite different from highly com-
plex projects with high uncertainty and should be led and managed
accordingly.

The 2 × 2 matrix in Figure 4.1 shows the context leadership model for
using project complexity and uncertainty to help project leaders guide and
govern their projects. Each quadrant is explained in more detail in the sec-
tions that follow.

FIGURE 4.1 Context leadership model
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Sheepdogs: Simple Projects with Low Uncertainty
The easiest and most controllable projects are the simple projects being
developed by small teams. All projects have some degree of complexity and
uncertainty, but projects categorized in the sheepdog quadrant have the
lowest degree of complexity and uncertainty. The idea of the sheepdog is
meant to be seen in a positive light: With care and feeding, the sheepdog
is very productive. With these types of projects, the best thing to do is to
make sure the team knows what is needed and to then stand back and let
the team members do their jobs to ship the result. For those projects that
have some uncertainty, it is good practice to keep their duration short or to
deliver the results in incremental iterations to limit the uncertainty’s
impact. Prototype or skunkworks projects can also fit in this category. For
projects in this quadrant, additional process ceremony and documentation
are unnecessary and inefficient, so run them using only the minimal core
set of practices used for all projects in all quadrants.

Colts: Simple Projects with High Uncertainty
New products and initiatives will often have both market and technical
uncertainty. If you keep the team small and its members close together,
they can react quickly to adapt to those uncertainties. The metaphor of the
young colt aptly describes these projects. Colt projects are just getting
started and have a lot of energy and freedom. Software projects in these
categories are excellent candidates for applying prototyping and light-
weight agile development techniques such as Scrum, Extreme
Programming, or Crystal. We do not imply that agile practices are applica-
ble only to colts, but rather suggest that colts are particularly well suited to
agile approaches.

Because these projects have little complexity, process ceremony and
documentation should be kept to the minimal set needed by the team to
be effective. The real focus of the team and its leadership needs to be on
navigating and managing the uncertainties, with continual and rapid feed-
back being a key to project success. This type of effort usually requires a
leader who has a strong connection to the source of the uncertainty. If the
source of the uncertainty lies in the market or the business, then the leader
will need to have the appropriate skills and background to deal with those
uncertainties. If the uncertainty is primarily technical in nature, then it is
a good idea to have a technical leader for the project. In many cases, both
technical and market sophistication are needed; if these capabilities are not
available in a single leader, the team might need two leaders who will col-
laborate closely.
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Cows: Complex Projects with Low Uncertainty
The mature systems and product suites that are important to the business
will continue to warrant the services of large project teams and are usual-
ly the organization’s cash cows. In addition to the obvious connection, the
cow is a good metaphor for these projects because cows are quite large
but don’t move particularly fast. Cow projects have less need for agile
steering; in fact, they might need disciplined change control on more rig-
orous requirements or specifications to reduce their impact when many
projects or customers depend on them. Projects in this quadrant might
aim to be agile enough to respond to some uncertainties, but they need
defined and published interfaces to the projects that depend on them.

Cow projects also require more direct project and program manage-
ment, including looking at issues such as cross-team communication and
critical paths. It is common practice for a cow to be an integration project
involving a number of smaller projects (typically sheepdogs). Successful
leadership of cow projects requires strong skills in working with people and
teams and the ability to coordinate the activities of those people and teams.

Bulls: Complex Projects with High Uncertainty
Projects that are highly complex and have high uncertainty are particular-
ly challenging. Because of the high level of uncertainty, they need to
embrace change through iterative feedback to be agile enough to navigate
the uncertainty. To run successfully, they require much of the agile steer-
ing required for colts, yet also require much of the same process ceremo-
ny we use with cows. Communication channels for these projects must be
very efficient.

The bull metaphor is quite appropriate for such projects. Bull projects
are large and can get out of control quickly if the team isn’t careful. They
have high visibility throughout the organization, because they often deal
with emerging products or initiatives that require significant investment.
Often they are next-generation products or solutions that have great hopes
to supplant existing cash cows. Expectations are high, yet uncertainty and
complexity are equally high.

Leading a bull project is neither easy nor a task for the faint of heart.
It is critical that bull projects have the best and most seasoned leaders who
understand how to work with agility while cutting through complexity, bal-
ancing the dichotomy. These leaders need to have the ability to understand
the business and the technology so as to manage the uncertainty, while at
the same time being experts at project mechanics and at dealing with the
complexities of coordinating people, teams, and across-team activities.
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Most organizations have only a few leaders with the requisite capacity to
lead such projects. It’s unwise for an organization to have more bull proj-
ects than project managers who are capable of running bull projects.

Assessing Project Uncertainty and Complexity

We have introduced this model into a number of organizations. In each
case, the organization has ultimately tailored the model to better meet its
needs. Some organizations have taken the base model and tweaked it just
a bit to fit their needs. Others have bypassed any scoring for the assess-
ment and gotten value out of the model simply by assessing complexity
and uncertainty through intuition. At the other extreme, organizations
that have a history of detailed process have taken the overall concept and
created what we would consider to be a rather complicated scoring
model to assess complexity and uncertainty (20–30 attributes for each).

Use whatever scheme works for you. In the base scoring model, we
suggest using 1 for low complexity/uncertainty, 3 for medium complexi-
ty/uncertainty, and 9 for high complexity/uncertainty. We then suggest
using a simple arithmetic average or, if you are feeling more ambitious, a
weighted average. Projects scoring greater than about 4 are considered
“high complexity/uncertainty.”

Complexity Drivers
The project’s structure determines its complexity, which affects the ease or
difficulty the team has navigating through the project. Higher complexity
implies the need for more structured communication and documentation.
In contrast, lower-complexity projects can often thrive on informal com-
munication channels. The parameters and scoring model for the base
model are summarized in Table 4.1 and explained in more detail in the sec-
tions that follow.

Team Size
A large team generally implies a complex project. Although situations do arise
in which portions of the work are decoupled, with many projects the need for
cross-project communication is critical. The number of potential communi-
cations interactions goes up exponentially as more members are added to a
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Table 4.1 Complexity Attributes

Attribute
Low 
Complexity (1)

Medium
Complexity (3)

High 
Complexity (9)

Team size 2 15 100

Mission
critical

Speculative Established market Safety critical or
significant monetary
exposure

Team
location

Same room Within same
building

Multisite, worldwide

Team
maturity

Established team of
experts

Mixed team of
experts and novices

New team of mostly
novices

Domain
knowledge
gaps

Developers know the
domain as well as
expert users

Developers require
some domain
assistance

Developers have no
idea about the
domain

Dependencies No dependencies Some dependencies Tight integration with
several projects

team. If a team must be large, it is wise to consider subdividing the team at
loosely coupled interfaces to allow the subteams to act efficiently.

Mission and Safety Criticality
If the project puts lives or business-critical functions at risk, we must treat
it differently than if the only cost of failure is the project investment. A
project with a higher element of criticality will mean greater visibility or
exposure for the organization. As such, it requires a more well-defined
process for tracking and managing the project and the risks, which ulti-
mately adds to the complexity of the project.

Team Location
Having everyone in the same room enables high-bandwidth communica-
tion among the project team members. A widely distributed team, or one
in which a significant portion of the team is located several time zones
apart, can significantly increase project complexity. Team location can be 
a difficult attribute to assess, because use of a team that has one or a few
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dispersed members may or may not drastically increase the complexity of
project. We’ve advised teams to use their judgment on this assessment.

Team Maturity
An established team of experts who have been working together for years
on product-line enhancements can almost anticipate what team members
are likely to need and do. This kind of “mind reading” contrasts with the
situation faced by a brand-new team of relative novices. The latter team
requires far more hand holding and guidance, usually in the form of more
formalized documentation of requirements and specifications.

Domain Knowledge Gaps
Many development projects have complex business processes that must be
understood at a certain level by everyone on the team. At a minimum, it is
critical that the product team have full-time access to the domain special-
ists to resolve ambiguities and produce the desired product. We’ve found
that this process is greatly simplified when the developers are domain spe-
cialists themselves but becomes much more complex when access to
domain knowledge is limited.

Dependencies
In general, the more dependencies that a project has on other projects or
third parties, the more complex the project will be. It is critical to manage
those dependencies and to track the activities of others so as to create
alignment. Sometimes, however, an established third-party dependency
does not add greatly to complexity if the team has a consistent track record
of working with stable interfaces.

Uncertainty Drivers
The needs of the customers and the choice of technology are the two major
drivers of uncertainty for a project. Higher uncertainty implies the need
for a means of absorbing changes and adapting to those changes, with the
idea of getting to the ideal solution at the end of the project, though it may
not necessarily be the solution that was envisioned at the beginning of the
project. The parameters and scoring of the base model are explained in the
following sections and summarized in Table 4.2.
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Table 4.2 Uncertainty Attributes

Attribute Low Uncertainty (1)
Medium
Uncertainty (3)

High Uncertainty
(9)

Market
uncertainty

Known deliverable,
possibly defined
contractual obligation

Initial guess of market
target is likely to
require steering

New market that is
unknown and untested

Technical
uncertainty

Enhancements to
existing architecture

We’re not quite sure
if we know how to
build it

New technology, new
architecture; some
research may be
required

Number of
customers

Internal customer or
one well-defined
customer

Multiple internal or
small number of
defined customers

Shrink-wrapped
software

Project
duration

0–3 months 3–12 months >12 months

Approach
to change

Significant control over
change

Moderate control over
change

Embrace or create
change

Market Uncertainty
If the market or customer needs are well known, the project probably
won’t need much steering. Conversely, if the customer needs aren’t well
understood and can be discovered only during the development of the
solution, the ability to steer the project to the discovered goal—rather than
to the initially stated objective—will be critical.

Technical Uncertainty
Mature products using proven technology don’t involve much technical
uncertainty. Sometimes, however, a project may experience uncertainty
while rolling out proven technologies that are new to the organization or to
the team. By comparison, project teams building new products often want
to use the latest technology, so these projects will have a high degree of
technical uncertainty.
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Number of Customers
One primary amplifier of market uncertainty relates to the number of cus-
tomers. A project in which there is one customer who is internal to the
organization is quite different from a project in which there are multiple
customers with multiple voices. Two issues arise with this attribute. First is
the addition of multiple voices, which creates the potential for conflicting
needs and gives rise to one form of uncertainty. Second is the inevitable
difference between an internal customer and an external customer, partic-
ularly if the external customer is a market and not an explicitly identifiable
customer. Many markets are fickle and fraught with uncertainty.

Project Duration
Niels Bohr and Yogi Berra are both quoted as saying, “It is hard to make
predictions, especially about the future.” The further out the future is, the
greater the chance for technical or market uncertainty to affect it. Iterative
and incremental deliveries can play a big role in minimizing the risk of
uncertainty in projects with a long duration.

Approach to Change
The approach that the team takes toward managing change indicates how
much flexibility the members have in managing uncertainty. For example,
some components may be used by a number of other projects. This level
of dependency can limit the amount of steering that the other projects can
tolerate. While there may be market or technical uncertainty that would
suggest a need to absorb change, continually modifying interfaces may not
be acceptable when those changes affect other projects.

Case Study: Integrating Software by Integrating People

By 1996, Landmark Graphics was already a leading provider of software
applications in oil and gas exploration. It had grown to this enviable posi-
tion from a start-up just 15 years earlier. During this time Landmark had
expanded its operations via acquisition, resulting in a collection of corpo-
rate cultures separated by prior organization, geography, product line, and
business domain. At the time, the company had six primary development
centers in Houston, Austin, Denver, Tulsa, Calgary, and Aberdeen.

In most cases, the software acquired via acquisition was already the
market leader. While providing strong technical applications was seen as
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Table 4.3 Complexity Attributes

Attribute Comments Score Graph

Team size More than 200 9 ■■■■■■■■■

Mission critical Bet the company 9 ■■■■■■■■■

Team location Distributed worldwide 9 ■■■■■■■■■

Team maturity Established team of experts
within their own products

3 ■■■

Domain gaps Some gaps at points of
integration

3 ■■■

Dependencies Major dependencies 9 ■■■■■■■■■

Table 4.4 Uncertainty Attributes

Attribute Comments Score Graph

Market
uncertainty

The market was known, but
integration at this level had
not been done before

3 ■■■

Technical
uncertainty

The technology was known,
but integration at this level
had not been done before

3 ■■■

Number of
customers

We were aiming to change
the market

9 ■■■■■■■■■

valuable, the real value proposition to Landmark’s customers would come
from providing integrated solutions that would substantially improve cus-
tomer workflows. The company’s means of differentiation and purpose
were clear. However, each product group had been operating largely inde-
pendently. There had been some integration activity in the past, but a com-
prehensive effort would be required to really make integration work.

The overall integration project’s complexity attributes are listed in
Table 4.3 and the uncertainty attributes in Table 4.4. This effort was clear-
ly a bull program, as it had both high complexity and high uncertainty.

(continues)
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What the Leaders Did
Several things were done in response to the challenge. First, the CEO of
the company and the entire leadership team made it clear that the compa-
ny’s differentiation came from its integrated solutions. They made sure that
this mission statement was not just lip service. They made it clear what they
wanted and why it was important. Everyone in the company knew what the
number one focus was and why it mattered to the company and to its cus-
tomers. The leadership also reiterated that message on a regular basic.
Once the company’s focus was clear, a coordinating team was created with
the full-time responsibility for bringing the teams together and aligned to
the common objective. A senior leader had responsibility for making things
happen.

The senior leader recognized that the best way to integrate the software
products would be by making sure that the teams and people were better
integrated. He took advantage of existing structures of informal communica-
tion, such as a weekly all-hands gathering called Friday@4, where people got
together for food and drink and checked in on what was happening in the rest
of the organization. He also instituted a set of quarterly face-to-face meetings
for all the project and product managers and key technical staff. These face-
to-face meetings were critical to the success of the integration project. In
addition to creating a checkpoint for ensuring that individual projects were on
track and providing a venue for sharing learning across the organization, they
provided a great forum for getting teams integrated on a social level. These
events were always planned to last at least two days and were arranged so that
nearly everyone traveled to attend them. As a result, at least one evening was
available for the team leaders to socialize on a more informal basis.

The project was an enormous success. Market share grew significantly
after the release and solidified Landmark’s leadership position as the

Table 4.4 Uncertainty Attributes

Attribute Comments Score Graph

Project
duration

Approximately18 months 9 ■■■■■■■■■

Change Integration was the focus;
change was inevitable

3 ■■■

i0321572882_04.qxdIII  4/24/09  2:15 PM  Page 78



Case Study: Time Is on Our Side 79

Table 4.5 Complexity Attributes

Attribute Comments Score Graph

Team size More than 200 9 ■■■■■■■■■

Mission critical Products are mission critical 9 ■■■■■■■■■

Team location Distributed worldwide 9 ■■■■■■■■■

Team maturity Established team of experts
within their own products

3 ■■■

Domain gaps Some gaps at points of
integration

3 ■■■

Dependencies Major dependencies 9 ■■■■■■■■■

provider of integrated solutions in oil and gas exploration. In addition, the
social bonds continued to flourish and paved the way for further gains in
integration in the future.

Case Study: Time Is on Our Side

In 1998, a software company was facing the Y2K issue. The software that
it was producing was mission critical to its customers. The firm needed to
protect its customers by ensuring that its software did not have any issues
with two-digit years and would not create any work stoppages or incorrect
results following the turn of century. Fortunately, the company was able to
build on the infrastructure it had put in place to deliver its prior integrat-
ed release. However, the new project was a much different program
because the focus was on Y2K and Y2K only.

The overall project’s complexity attributes are listed in Table 4.5 and
the uncertainty attributes in Table 4.6. This overall integration effort was
clearly a cow program, with high complexity but low uncertainty.
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What the Leaders Did
This approach to guiding the program worked very well to accomplish the
objective. The approach to change was critical to keeping the teams
focused on Y2K, and only on Y2K. Teams were tempted to add other func-
tionality, but leadership made it clear that going off on these tangents was
not an option. The result: All products were delivered on schedule and the
overall timeline was kept short. The objective was accomplished by the end
of 1998 and the customer response was very positive.

Case Study: The Swiss Stock Exchange Revisited

At the beginning of the chapter, we related the story of the Swiss stock
exchange. One of the first steps that Pollyanna took when she started lead-
ing the group was to look at what the teams were doing. The overall pro-
ject’s complexity attributes are listed in Table 4.7 and the uncertainty
attributes in Table 4.8. The project was clearly a bull, with both high com-
plexity and high uncertainty.

As mentioned earlier, Pollyanna took a different approach working
with the server side than she did when working with the client side. 

Table 4.6 Uncertainty Attributes

Attribute Comments Score Graph

Market
uncertainty

Only Y2K 1 ■

Technical
uncertainty

Only Y2K 1 ■

Number of
customers

Many customers, but only one
well-defined requirement

3 ■■■

Project
duration

Approximately 6 months 3 ■■■

Change Eliminate any change other
than Y2K issues

1 ■
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Table 4.7 Complexity Attributes

Attribute Comments Score Graph

Team size More than 100 9 ■■■■■■■■■

Mission critical Bet the company 9 ■■■■■■■■■

Team location All in same building; most in
the same room

1 ■

Team maturity New team of top talent 3 ■■■

Domain gaps Team knew what the product
needed to deliver

3 ■■■

Dependencies Moderate dependencies 3 ■■■

Table 4.8 Uncertainty Attributes

Attribute Comments Score Graph

Market
uncertainty

The market was generally
known but new

3 ■■■

Technical
uncertainty

New technologies 9 ■■■■■■■■■

Number of
customers

Approximately50 defined
customers

3 ■■■

Project
duration

Approximately 2 years 9 ■■■■■■■■■

Change Some change was expected
and allowed

3 ■■■

This case study exemplifies how a bull project can be decomposed into
component projects that can then be managed semi-independently. Each
of the subprojects for the Swiss stock exchange was run in a different man-
ner, yet coordinated within a structure that supported the overall project.
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Table 4.9 Complexity Attributes for Server and Client

Server Client

Attribute Score Graph Score Graph

Team size 9 ■■■■■■■■■ 3 ■■■

Mission
critical

9 ■■■■■■■■■ 9 ■■■■■■■■■

Team
location

1 ■ 1 ■

Team
maturity

3 ■■■ 3 ■■■

Domain
gaps

3 ■■■ 3 ■■■

Depend-
encies

3 ■■■ 1 ■

Tables 4.9 and 4.10 show the complexity and uncertainty attributes of the
client and server sides of this project. As you can see from the profile, the
server-side project was more like a cow, whereas the client-side project was
more like a colt. The overall project was still a bull, but each subteam was
able to operate in the mode that was best suited for its needs.

Splitting projects into subprojects is a good practice. Many people sug-
gest an ideal subteam size of 5–10 members, and our experience validates
this suggestion. In addition to following this guideline, we find it equally
important to design project teams at natural boundaries. In the software
development world, the design mantra is to partition software such that it
has loose coupling and strong cohesion. This mantra is just as applicable to
project partitioning. Aim to partition projects in such a manner that they
have only loose coupling; in other words, make sure that they are not intri-
cately intertwined with or heavily dependent on other projects. Some
dependencies will likely arise, but it is best if the teams can be as inde-
pendent as possible. Likewise, it is best if there is strong cohesion within
the project team. Put simply, we want the subteam working on the same
basic aspect of the system.
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Table 4.10 Uncertainty Attributes for Server and Client

Server Client

Attribute Score Graph Score Graph

Market
uncertainty

3 ■■■ 9 ■■■■■■■■■

Technical
uncertainty

3 ■■■ 9 ■■■■■■■■■

Number of
customers

3 ■■■ 3 ■■■

Project
duration

3 ■■■ 3 ■■■

Change 3 ■■■ 9 ■■■

Figure 4.2 shows the partitioning of the client from the server for the
Swiss stock exchange and the overall coordination of the full solution.
Although some loose coupling was needed from the client team to the
server team, most of the focus of the teams’ efforts was internal to the
needs of the teams’ deliverables.

Using the Assessment to Reduce Risk

Decomposing larger projects into subprojects—the path taken with the
Swiss stock exchange—can be a great way to help reduce complexity. In
general, any degree of incremental complexity or uncertainty correlates
with an incremental risk. Your teams might discover during the assessment
that their projects are either more complex or uncertain than necessary to
obtain their objective. Sometimes, it is possible to adjust one or more of
the project attributes to reduce either complexity or uncertainty and in the
process reduce the overall level of risk.

Three approaches can be taken with the risk: reduce it, mitigate it, or
accept it. Use the first pass of the assessment to identify any opportunities
for reducing or mitigating the risk. This decision making must be balanced
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Table 4.11 Reducing or Mitigating Complexity Attributes

Attribute

Ways to Lower 
the Attribute and
Reduce Risk Process Steps to Mitigate

Team size Split teams into smaller
cohesive groups.

Make sure teams have shared
understanding of their purpose and the
overall project success criteria. Bring
teams together at regular intervals.
Define, communicate, test, and manage
project interfaces.

Mission
critical

Not easy to reduce. Make critical decisions and overall
project status visible to all stakeholders.
Ensure that stakeholders understand the
consequences of key decisions.

Team
location

Collocate the team if
possible

Bring team members into face-to-face
contact often. Invest in high-bandwidth
communication and collaboration tools.

by the associated ramifications. Perhaps accepting the risk is preferable if
it enables the team to maximize the value potential of the project. Tables
4.11 and 4.12 outline some techniques for reducing or mitigating risk from
complexity and uncertainty.

FIGURE 4.2 Turning a bull into a cow and a colt
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Table 4.11 Reducing or Mitigating Complexity Attributes

Attribute

Ways to Lower 
the Attribute and
Reduce Risk Process Steps to Mitigate

Team
maturity

Keep experienced teams
whole, and leverage them
from one release to the
next. Integrate new
members into the team
early.

Make sure that time is allocated for
mentoring of new team members, and
invest in training and improvement for
the entire team.

Domain gaps Staff the team with
members who have strong
domain knowledge and use
them to mentor other team
members. Ensure that
customer needs are
constantly represented.

Educate and expose team members to
the domain. Have team members sit
with users and experience how they use
the product.

Dependencies Eliminate dependencies or
work with static versions of
dependencies. Build
automated tests to check
dependencies.

Invest in communication with teams that
you are dependent on. Monitor their
progress and be clear about your needs.

Table 4.12 Reducing or Mitigating Uncertainty Attributes

Attribute
Ways to Lower the Attribute
and Reduce Risk Process Steps to Mitigate

Market
uncertainty

Target a specific market
segment that is better
understood.

Deliver iteratively, utilize prototypes,
and elicit customer feedback on a
regular basis.

Technical
uncertainty

Accept proven technologies.
Design flexibility into situations
to enable decisions to be made
in the future.

Delay decisions where the uncertainty
will resolve itself. Conduct experiments
that will provide information to help
resolve the uncertainty.

Number of
customers

Target a specific customer
segment or group of
customers.

Use a product champion to solicit
multiple customer voices and move
them in a unified direction. Use the
Purpose Alignment Model as a filter.

(continues)
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Table 4.12 Reducing or Mitigating Uncertainty Attributes

Attribute
Ways to Lower the Attribute
and Reduce Risk Process Steps to Mitigate

Project
duration

Shorten the duration or deliver
functionality in incremental
releases.

Deliver incrementally and maintain
high quality throughout the project.

Change Exert control over change
where it has the biggest impact.
Delay decisions so that changes
can be made without major
impact.

Utilize incremental delivery and
feedback to enable change to be
absorbed into the project. Avoid
committing to too much detail early.

Product Life Cycle

Products and long-term initiatives tend to have a life cycle that moves
through the four quadrants illustrated in Figure 4.3. In our experience,
many successful products follow path A: They start with low complexity
and moderate uncertainty as skunks, move to greater uncertainty and with
a bit more complexity as colts, and then become successful and turn into
highly uncertain and highly complex bulls. Over time, the uncertainty dies
down and the product becomes a cow. Eventually the complexity is
reduced and the project becomes a sheepdog.

Another group of products follow path B and, as a result, never
become particularly complex. There’s nothing wrong with this route, as
these products often end up being profitable, right-sized sheepdogs.

While we have seen numerous attempts to start products on path C, in
which the projects are launched directly in the bull quadrant, we have seen
very limited success with this approach. Our most successful bull projects
have first begun as colts or sheepdogs, then evolved into bulls over time.
When a product begins its life cycle as a bull, the combined risk of high
complexity and high uncertainty with a new product and a new team is typ-
ically just too much to overcome. Certainly there are examples of bull proj-
ect teams that have done wonderful things and succeeded, but in our expe-
rience they are the exception rather than the rule.
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FIGURE 4.3 Product life cycle

Case Study: A Lot of Bull

A software company’s products had been very successful, but many of its
applications were 10 to 20 years old. The development teams had done
their best to continually update the application suite, but the architecture
was recognized to have limitations. A team of experts was created to
embark on a quest to build the next-generation architecture and the initial
product solutions. The original idea was to keep the team small, consisting
of approximately 15 people.

Within a short time, the team realized the scope of the effort was quite
large. Rather than reduce the scope to match the capacity of the smaller team,
the decision was made to increase the team size to approximately 50 people.

The overall project’s complexity attributes are listed in Table 4.13 and
the uncertainty attributes in Table 4.14. The project is clearly in the bull
category, with both high complexity and high uncertainty.
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Table 4.14 Uncertainty Attributes for Next Generation

Attribute Comments Score Graph

Market
uncertainty

Brand-new market space 9 ■■■■■■■■■

Technical
uncertainty

Brand-new technology 9 ■■■■■■■■■

Number of
customers

New solution for the market 3 ■■■

Project
duration

Approximately 12 months 9 ■■■

Change Embrace and/or create
change

9 ■■■■■■■■■

Table 4.13 Complexity Attributes for Next Generation

Attribute Comments Score Graph

Team size More than 50 9 ■■■■■■■■■

Mission critical New product 3 ■■■

Team location Distributed in Houston,
Austin, and Denver

9 ■■■■■■■■■

Team maturity New team of experts 3 ■■■

Domain gaps Not all developers are domain
experts

3 ■■■

Dependencies Major dependencies 9 ■■■■■■■■■
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What the Leaders Did
The project demonstrated some interesting dynamics. The developers
had just read about Extreme Programming and wanted to try out some of
the ideas; they knew there was a lot of uncertainty, so they wanted to run
the project like a colt. The project managers had just seen the success of
a well-run cow project, and, recognizing the complexity of this project,
they wanted to run the project like a cow. Not surprisingly, the differing
perspectives created some significant tension on the team. The project
floundered for quite some time. It took a few iterations, but fortunately
the team ultimately recognized that the project really was a bull and
needed to be treated as such. Once they came to that realization, the
project managers understood the need to be able to adapt to the uncer-
tainty, and the developers realized the need to have structured commu-
nications and better documentation to deal with the complexity. In retro-
spect, it probably would have been wiser to stick with the original plan to
start with a small team and let the project evolve over time from a colt to
a bull.

Iterative and Incremental Delivery
One key aspect of project management that is highlighted by this case study
is the importance of iterative delivery and adaptation to cope with high uncer-
tainty. This project was charged with delivering new products—yet no one
knew exactly what the market needed. Iterative development was critical so
that the team members could see working versions of the software, thereby
enabling them to make adjustments and drive the product in the direction
needed for the market. Likewise, it was important for team members to be
able to reflect on the development process and discover what was working
and what was not working. In this case, the team came to the realization that
changes to their process would be necessary if they wanted to be successful.

Leadership Development

As noted earlier in this chapter, the skills necessary to lead a bull project
are quite different from the skills necessary to lead a sheepdog project.
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Bull projects require leaders who can coordinate large teams and can nav-
igate through the uncertainty minefield. Sometimes sheepdog projects can
be simple enough that they require very little direct leadership. This way
of looking at projects and the associated leadership styles required pro-
vides a basic tool for leadership development. Leaders exhibit excellence
in four primary skill areas, as depicted in Figure 4.4:

■ People: The ability to coordinate and lead people.
■ Business: Connecting to and comprehending the business drivers.
■ Process: Understanding the appropriate processes to get the job done.
■ Technology: Understanding the technology used to develop the

solutions.

As shown in Figure 4.5, the key leadership skills required to move
from a sheepdog to a colt lie in the areas of business and technology. Why?
Because the uncertainty is either in the marketplace or in the technology.
As such, the leader of a colt project needs to have a good connection to
the source of the uncertainty. Likewise, to move from a sheepdog to a cow
requires skills in the areas of working with people and processes. The larg-
er teams and the overall coordination associated with following such a
path require a leader who can work well with people and utilize appropri-
ate processes to facilitate the overall project coordination. To be capable
of running a bull project, a project leader needs to have core skills in all

FIGURE 4.4 Skill areas exhibited by project leaders
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FIGURE 4.5 Project profile

four areas. The leader doesn’t need to be an expert in the technology or in
the business, but does need to understand it well enough that he or she
can comprehend the consequences of making and guiding decisions in
these areas.

The five-stage Dreyfus model [1] is commonly used for assessing skill
acquisition and competencies. Many people find it convenient to simplify
this to a three-level progression from novice to practitioner to master. In
the latter model, the three levels map to the actions of read, write, and
delete. A novice can read rules and generally follow the procedures, but
isn’t proficient enough to be able to write rules. A solid practitioner is capa-
ble of writing rules for others to follow, but is generally still following stan-
dard procedures himself or herself. By comparison, someone who has
reached the mastery level knows just which rules he or she needs to follow
and which rules can be deleted.

Table 4.15 shows the base levels of competencies required by project
quadrant. A leader of a sheepdog project must have core capabilities in all
areas but need not excel in any. As previously mentioned, a leader of a colt
project must be strong in the areas of business and technology. To lead a
cow project, the leader must be strong in the areas of people and process.
A leader of a bull project needs to be strong across all four areas and must
have particularly strong skills in working with people. These leaders need
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to have mastery in working with people and be able to break down the tra-
ditional rules on occasion to get things done.

It is important to match the appropriate leadership style and capability to
the project needs. The leadership skills required to deal with uncertainty are
not the same as those required to manage complexity. Some leaders are nat-
urally drawn to managing uncertainty, whereas others are naturally drawn to
managing complexity. For bull projects, a comprehensive set of skills is
required to be able to manage both complexity and uncertainty. Some lead-
ers who are naturally drawn to one dimension may find it difficult to cross
over to the other dimension. Those who wish to develop their leadership
potential will look to develop their skills by taking on more diverse challenges.

Some people can make the jump directly from leading a colt or cow proj-
ect to leading a bull project. For others, it is advantageous to develop experi-
ence with a cow project before becoming a leader of a colt project, and vice
versa. Leaders of sheepdogs can advance their leadership experience by tak-
ing on colts or cows or by taking on progressively more challenging sheepdogs.

Portfolio Assessment

An assessment of certainty and complexity can also provide useful infor-
mation when looking at an overall portfolio of projects. The most critical
consideration is that the organization should not try to take on more proj-
ects in any particular quadrant than it has capable leaders for those proj-
ects. This constraint is particularly applicable for bull projects. An organi-
zation is unlikely to have a large number of project leaders who are capa-
ble of delivering on bull projects.

Table 4.15 Competencies Required by Project Quadrant

People Process Technology Business

Sheepdog Novice Novice Novice Novice

Colt Novice Novice Practitioner Practitioner

Cow Practitioner Practitioner Novice Novice

Bull Master Practitioner Practitioner Practitioner
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FIGURE 4.6 Sample portfolio of project uncertainty versus project complexity

A typical portfolio will consist of projects that are distributed through-
out the four quadrants of the uncertainty/complexity matrix (as shown in
Figure 4.6). In the example shown in Figure 4.6, a high percentage of proj-
ects is in the sheepdog category. Obviously, a younger or very established
organization might have a project distribution that skews in one direction
or another. The important thing is to make sure that, whatever the distri-
bution is, the organization understands the reasons for that distribution
and then builds the organizational capacity to be able to make those proj-
ects happen.

Summary

Figure 4.7 provides an overall summary of the context leadership model.
While all projects are not created equal, an examination of the complexity
and uncertainty characteristics of projects is likely to reveal groupings of
projects that behave similarly. Using this model can provide guidance for
leaders to help with running projects and overall project portfolios. The
complexity and uncertainty assessment can be used to better understand
some portions of a project’s risk profile and to look for opportunities to
reduce some of that risk. The model also can play a role in leadership
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FIGURE 4.7 Context leadership model: summary

development. The skills needed to manage uncertainty are different from
those necessary to manage complexity. Aligning and developing leadership
skills to be compatible with the project portfolio can significantly affect
project success.
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C H A P T E R  5

DECISIONS

The Big Ideas

■ Business decisions focus on delivering value to the organization and
to the marketplace. Life is much better if everyone in the organiza-
tion understands what generates value and makes decisions that
improve value.

■ You can develop a value model that helps you make better decisions,
but this model might not be a calculation or generate a number.
Instead, it is a conversation that you should revisit often, especially
when conditions change.

What Do We Do? When Do We Do It?

This just might be one of the hardest project decisions you have ever had
to make. The vice president of operations is convinced that she needs a
new warehouse management system (WMS) and she has the cost–benefit
analysis to prove it. But you have reservations. Over the years, you have
upgraded the legacy WMS to include functionality the VP of operations
was convinced would generate value. To date, none of the upgrade projects
has yielded anything close to the expected results. The VP of operations
blames the legacy system for the previous failings and believes that an
entirely new system will be the clean slate that will finally produce the esti-
mated improvement. To grease the skids, she has petitioned you to support
this project at the upcoming steering committee meeting.

You and the VP of operations have worked closely on many projects, and
you have built a strong relationship. But now you are torn—you have too
many questions. Could the distribution center personnel achieve the expect-
ed benefits if they were simply willing to change their work processes and
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business rules? Does the staff have the capability to learn the new system
well enough to generate results? How good does the distribution center
need to be? Is the current performance good enough? Why does the com-
pany need to make this decision now? What happens if you don’t replace the
WMS? And for you personally, how can you factor your questions into the
decision-making process so that the company makes the right decision and
do so in a way that protects your relationship with the VP of operations?

If you are like the rest of us, you find it extremely difficult to make such
decisions in a consistent way. And, if you do find a process that works well
for making one decision, it might not work equally effectively for another
one. The challenge just grows when you factor in the demands of today’s
dynamic and rapid marketplace. What used to work just doesn’t seem to do
so anymore.

You need a way to do the right things the right way. To do the right
things the right way, you need to build a value model. This model helps you
answer three critical questions:

■ What do we do?
■ When do we do it?
■ Should we continue doing it?

Even better, value models help you make decisions that deliver real
value to your organization.

Challenges and Solutions
Without value models, you risk deciding in favor of something that does
not generate business value or deciding against something that does. For
example, an Internet-based company was investigating new growth oppor-
tunities. A marketing analyst identified that various parts of the former
Soviet Union, specifically the Ukraine, represented huge opportunities for
growth. There was one tiny little problem: Ukrainians typically did not use,
and did not even own, credit cards. If the company wanted to market its
products to people in the Ukraine, it would have to provide a different
means to allow people to pay other than by credit card.

The development team members were up to their necks in work for
the new version of the product, but the head of marketing was adamant
that they should at least figure out how much it would cost to develop an
alternative payment mechanism for people living in Ukraine. The devel-
opment team agreed to estimate the cost, figuring it would be good infor-
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mation to have when making a decision about whether to move forward
with the new functionality. Their estimate: $50,000.

In the meantime, the marketing department determined that the com-
pany’s revenue stream would increase by $10,000 per month as a result of
opening the Ukrainian market. With the company’s 50% profit margin, this
analysis produced a payback period of 10 months—far less than the 1-year
payback threshold. However, with the backlog in development, 10 months
was deemed not good enough. The head of marketing had his analyst
sharpen her pencil and revise the estimate. A week later, the analysis
miraculously showed that the Ukrainian market would generate $20,000 in
revenue per month and the payback period was 5 months. This venture
was now the best project in the portfolio.

A couple of months later, the functionality was completed, tested, and
released into production under budget. That was six months ago. As of this
writing, the average incremental revenue generated by the project is a less
than thrilling $700 per month.

Many of us try to put some structure around our decision-making
process. The most common approach is to put the costs and the benefits
through some type of calculation, which then spits out a number.
Nevertheless, this approach often fails because decision makers place too
much emphasis on cost and benefit information that is difficult to deter-
mine, particularly when talking about the future. Organizations love to
focus on improving their cost estimation processes, but the results are
always subject to the same constraint—these processes always produce an
estimate, and estimates are often wrong. In the software industry, repeat-
ed studies have shown that cost estimates are often off by a factor of 2 or
even 4. The quantification of benefits in many organizations is a complete
black art. If costs are an estimate, then the quantification of benefits is
often a wild guess. These cost–benefit calculations give a precise, but inac-
curate value number. Yet these numbers are held in high esteem because
they are set in concrete and, therefore, should drive logical decision mak-
ing. Of course, over time people learn the system, and because these cal-
culations are based on several assumptions, the system is easily gamed to
meet some established decision criteria.

Value models provide a clear advantage over the traditional decision-
making models. Value models include a number of factors and are based
on delivering value to the marketplace, thereby making the organization
better in a meaningful way.

In this chapter, we build a complete, generic value model one step at
a time. You can then use this approach to make the big decisions you face.
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FIGURE 5.1 Business value model

You can build value models for decisions ranging from acquisitions to func-
tionality design. Just keep in mind that the output of a value model will
likely not be a number or a calculation. Instead, the model results are a
manifestation of the various factors that go into making a better decision.
Better decisions are a conversation, not a number.

To build value models, we start with the purpose, so that we under-
stand if the decision is intended to differentiate the organization in the
marketplace or to help it achieve and maintain parity. We then add the
array of things we need to consider when making the decision—complexi-
ty and uncertainty, market window, team and product maturity, and a dif-
ferent way of thinking about cost–benefit analysis. Next, we examine the
timing of decisions. You may be surprised to learn that you don’t always
have to decide right now. Finally, we take a look at how you act on those
decisions. As you might expect, all of this activity occurs in a collaborative
environment. Collaborating on purpose, considerations, costs and benefits,
and the value model is the right way to do the right things.

Building a Value Model

Identifying the inputs to the value model provides the framework for the
conversations necessary to improve your decision making. As shown in
Figure 5.1, there are three types of inputs:

i0321572882_ch05.qxdIII  4/24/09  2:25 PM  Page 98



Building a Value Model 99

■ Purpose
■ Considerations
■ Costs and benefits

Value Model Inputs: Purpose
One of the first questions you should ask is, “Why do this?” In other words,
what is the purpose? Will your decision lead to more market share? Will it
help you win new customers? Or is the purpose of this decision to help you
maintain your customers and market position? The value that your deci-
sion generates is based partially on how well you align your decision with
the purpose. If you need to close a gap in one of your mission-critical activ-
ities, your decision should not attempt to create differentiation. If you
need to use an activity to grow market share and gain new customers, your
decision should not be satisfied with reaching parity. This comes from the
Purpose Alignment Model described in Chapter 2.

For example, one company was deciding whether to proceed with an
acquisition. This company had completed its initial due diligence and, with
some minor exceptions, believed that the acquisition was the right thing to
do. When making the decision, the CEO of the company asked his version
of the purpose question: “If we complete this acquisition, will it make us a
better company or will this acquisition position us to maintain our current
market leadership?” As a group, the management team agreed that this
takeover was a defensive acquisition. This understanding did not change
the company’s decision to proceed with the acquisition. Instead, it changed
how the company proceeded with the acquisition. It designed the acquisi-
tion to fulfill its defensive, parity purpose. Recognizing the purpose of this
decision also helped the company realize that, if it could not finalize the
acquisition on its terms, it could walk away from the transaction and find
other ways to defend its market position.

As another example, the director of Internet marketing was deciding how
to design a community for her company’s customers. The company’s claim to
fame was how it converged commerce and community, and the design of this
social network was intended to help the company maintain its differentiation
edge. The director treated the decision accordingly by setting the following
decision goals: market leadership in product reviews, filters to help customers
find the right equipment for the right use, and community-provided support.

In another case, the vice president of manufacturing had to decide which
type of equipment to purchase for the expansion of a manufacturing line.
As he sorted through the options, he realized that his decision should be
partially based on the purpose of the expansion. While the expansion was
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needed to meet existing customer demand, the actual equipment was used
in the manufacturing line to support—not create—sustainable competitive
advantage. Recognizing this fact, the VP revised his equipment decision cri-
teria to include how broadly the equipment was used in the marketplace;
thus the equipment decision supported the best practices associated with
parity processes. In addition, the VP eliminated an earlier criterion that the
equipment be highly customizable to enable every imaginable process
design. While the equipment needed to be flexible, it did not need to be
unique.

With purpose being one of the inputs to the improved decision-mak-
ing process, how do you determine the purpose of your decision? One
technique that works to identify and frame the purpose is to use the col-
laboration process described in Chapter 3. Ask those persons who are mak-
ing the decision to answer the following questions:

■ What’s the problem?
■ Who does it affect?
■ What’s the impact?
■ What’s a successful solution?

Or ask them to answer this set of questions:

■ Who do you serve, and what do they want and need most?
■ What do you provide to help them?
■ What is the best way to provide this?
■ How do you know you are succeeding?

Have the group compile the answers to those questions into a single
statement. The statement itself is helpful, but what is more useful is the
conversation that goes into creating it. During that conversation, identify
the various assumptions, risks, and constraints—things that are worthwhile
to notice because they could become considerations that affect the value
delivered by the idea or the project.

Once you understand how your organization defines “differentiating”
activities, sort out the purpose of your decision. Answering the following
questions may help you align your decision with purpose:

■ Will this activity help increase market share? (In other words, it is a
differentiating activity?)

■ Do you need to do this activity to hold on to your market share? (Is
it a parity decision? Remember that many of your activities have a
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parity orientation, so many of your decisions will be aimed at achiev-
ing and maintaining parity.)

■ Will this activity generate a sustainable competitive advantage?

If you think your decision has a differentiating purpose, test it by ask-
ing a familiar question: Would you put this message on a billboard to
advertise your company? One project team initially believed that a decision
to put “an animated feature on their Web site” fell into the differentiating
category until we asked, “Do you want your billboard to say, ‘Buy from us
because we have the best animated presentation on our Web site?’” The
decision makers then quickly moved the issue to the parity category and
made the decision accordingly.

Value Model Inputs: Considerations
Understanding the purpose is a giant step, but it’s not enough. When mak-
ing a decision, what other things should you take into consideration? In
addition to purpose, and beyond costs and benefits, are there other con-
siderations—impossible- or hard-to-quantify factors you should include in
your decision-making conversations? For example, will an initiative
improve your product, service delivery, or organizational flexibility? This
consideration is difficult to quantify, but may be incredibly important in
your value decision.

Bring the stakeholders together and use the collaboration process (see
Chapter 3) to brainstorm all the considerations in relationship to the decision
or decisions you are making. Keep in mind the purpose that you have agreed
to as part of the value model (discussed in the previous section). A differenti-
ating activity will have different decision considerations than a parity activity.

Let’s look at some examples of considerations that you may want to
include in as input in your value model.

Meeting a Market Window
Does the value delivered by a product or service change if you miss a mar-
ket window? What about process changes? Is there a difference in value
that you should factor into your decisions if the initiative supports a
required deadline? Do you have the resources needed to deliver a suc-
cessful outcome in the time frame given? For example, Christmas
tradeshows occur in mid-year, and delivery to retail stores must occur sev-
eral months before the holiday. What happens to the value in terms of rev-
enues, customer satisfaction, and loyalty if you miss both deadlines? Similar
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FIGURE 5.2 Market window

situations hold when conferences and major sporting events are consider-
ations and their hard dates cannot be moved. Other considerations could
be whether you need to hit the market window on the front or back end.

One valuable exercise is to have the team members draw out their view
of how the market window behaves; Figure 5.2 shows an example. Very
time-sensitive markets follow curve A in Figure 5.2, while less sensitive
markets behave like curve C. Simply having the team come to an under-
standing of the market window dynamics will substantially inform their
decision process.

Uncertainty in the Marketplace
How much uncertainty is there in your decision? How can you factor the
unknown into your value model? For one company, there were hints that
new regulations would soon be announced but the actual form of the reg-
ulations was unclear. In this case, the organization’s value model included
a number of decision branches linked to the various potential forms of the
regulations. Each branch mapped out the impact of the regulation on the
business and how the company could exploit the regulation in the market-
place. As soon as project team members saw solid evidence of one of the
regulation paths, they knew which branch to use. In this way, considering
uncertainty improved their decision making.
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Knowledge of Your Product Team
What about the knowledge of your product team? Your marketing team?
In periods of transitioning technology (i.e., mainframe to personal com-
puters, stand-alone applications to the Internet), your teams may be
undergoing a transition as well. How will this evolution affect your value
model? Tools that can assist in this area include the complexity/uncertain-
ty matrix described in Chapter 4 and the associated leadership table.

Recently, one of our clients realized he needed to upgrade his compa-
ny’s IT infrastructure. The legacy database and operating systems were no
longer supported, and the client questioned whether they could support
the company’s transaction volumes. As we worked with him on the consid-
erations to use in his value model, it occurred to him that he had to factor
into the decision his team’s lack of knowledge about the current versions of
the database and operating system. This consideration helped the client
decide that he needed a predecessor to his database and operating system
decision. He first needed to train his staff on the more recent versions of
the technology. Without this predecessor step, his upgrade decision would
likely be wasted.

What if You Don’t Do This?
Another important consideration is what happens if you decide not to go
forward with the idea. What will happen to your company? Perhaps the
more important questions to consider are these: Do we need to be in this
market at all? If we are going to be in the market, do we need to be first in
the marketplace? Will we lose market share if we don’t follow through on
this initiative?

One industrial equipment manufacturer considered what would hap-
pen if it was not the first to market with a new technology. The value model
the team members built was based on the consideration that the compa-
ny’s primary competitor would struggle with the new technology and allow
the company to “go to school” on the competitor’s mistakes. They prepared
internally to mobilize the entire organization to utilize the new technology
once it was released by the competitor. Their decision consideration
proved correct: The competition botched the new technology, and this
company quickly applied the lessons learned to ensure its own successful
launch.

In another example, a health services company recognized that its
patient access portal was well behind that of its competitors’. For this
organization, the consideration was that if it did implement a parity patient
portal, it would fall further behind.
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What Expectations Have You Set?
Often one of the biggest considerations when making a decision has to do
with expectation management. If you don’t meet the expectations that you
have set, what will be the consequences? Apple released the iPhone in
2007 inside the window (on that back end) to which the company had com-
mitted. This first version was not the complete product, however, and
Apple released news that another version was in the works at the same
time it launched the first version. Why? One reason may have been to meet
the company’s commitment to he marketplace so it could maintain cus-
tomer loyalty. What do you think would have been the consequences if
Apple had not delivered on the agreed-upon date?

Do You Need to Mitigate Risks?
What risks and pitfalls do you see? In general, it is difficult to calculate the
costs associated with risks. Doing so effectively requires certainty about
the probability of future events. In building value models, we can consid-
er risk without having to quantify risks. In some circumstances, it is even
possible to reduce uncertainty by implementing interim decisions sooner
that help you gather more information.

For example, suppose the warranty period for your hardware is about
to end. How risky is it to not replace the hardware? This risk might be dif-
ficult to quantify but is an important consideration. How quickly could you
replace the hardware in the event of a failure? How does this lag time
affect your risks? In what other ways might you mitigate the risks of hard-
ware failure? Extend the warranty? Do more frequent backups?
Considering risk mitigation opens up your choices and helps you better
frame your decisions.

Do You Need More Information?
Do you need more information? Should you wait? Why should you wait?

We needed to define our Sarbanes-Oxley Act (SOX) compliance proj-
ect plan. The board of directors expected us to make a presentation iden-
tifying the expected level of effort so that they could review and approve
the annual audit fee proposal. At the time, the Public Company
Accounting Oversight Board (PCAOB)—the body that defines the stan-
dards for SOX compliance—was still debating changes in the latest version
of the SOX standard. To make the right decision, we needed to wait until
after the board meeting to define our project plan. Otherwise, we risked
over-staffing our internal and external project teams and spending too
much on our SOX compliance.
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Considering our need for better information, we broke our compliance
project into two phases. The first phase included the work that we knew we
would have to do, independent of the PCAOB’s decision. The second
phase included the work that could change when the PCAOB released its
new standard. Working with the board of directors, we had our auditors
scope out the work for the first phase and start that work while we and they
waited for PCAOB clarity.

Political Considerations
Sometimes, we need to consider the politics of our decisions. For example,
do we have the executive buy-in we need to move forward? If not, how
does that lack of support affect our decision? Do different functions have
different expectations and goals for the project or decision? How easily can
we get them to resolve these differences in a way that does not limit our
success? When making a decision, we don’t need to have all of the answers
to these questions, but we do need to consider the impact these questions
have the decision-making process.

Value Model Inputs: Costs and Benefits
The result of the cost–benefit analysis remains an important input to your
value model—but it is not the sole input to your decision-making process.
In some cases, costs and benefits will inform your decision. In other cases,
they will not.

For example, a municipality was making a decision about replacing its
legacy telephone system with a voice-over-IP (VOIP) system. As the CIO
gathered information about the costs and benefits, she quickly realized
that the $2 million in annual savings was the most important factor in
deciding what to do. Other factors, such as user training and familiarity
and staff knowledge, became implementation considerations, not decision
considerations.

Clearly, cost–benefit analysis still has its place. However, it should be
used in decision making in conjunction with other factors, including the
purpose of the initiative and the host of considerations that influence the
value produced by the initiative.

With cost–benefit analysis being part of the answer, do we really have
to put so much work into creating these analyses? No. Cost–benefit analy-
sis results are useful in support of decisions. As long as two initiatives or
ideas are estimated with the same level of precision, better decisions can
be made. Thus, instead of spending a great deal of time trying to establish
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estimates at a precision level that may not be attainable, you should seek
to establish relative measures of cost, benefit, and value and then converge
on more precise, financially based measures as you gather more informa-
tion throughout the course of project implementation.

Using Value Models to Make Better Decisions
The inputs to value models include purpose, considerations, and costs and
benefits. But how do you use these inputs in practice to make better deci-
sions that generate real value for your organization? How can you use value
models when someone asks you for an NPV or ROI number and all you
have is a model?

It’s a Conversation, Not a Number

Have you ever made a decision, implemented the decision, and then been
confronted with a raft of questions: “What were you thinking?”, “Why did
you do that?”, or “Why do you do it that way?” How can you avoid this dis-
connect? Bring the stakeholders together and build the value model as a
team. Agree to the purpose and brainstorm the considerations. Put the
considerations in priority order. Have the team discuss the costs and ben-
efits. Don’t look for one number.

The bigger the decision, the more likely that people will view and value
the purpose, considerations, and associated costs and benefits differently.
Listen to the conversation as you build the model. Do you have major dis-
crepancies in how people think? Does marketing feel one idea or initiative
has high value, while finance thinks just the opposite? Expand the conver-
sation to understand the differences and the thinking that brought people
to their conclusions.

As you sort through the discrepancies, look for common ground in
your conversations, particularly in regard to the critical decision points:

■ What do we do?
■ When do we do it?
■ Should we continue doing it?

Let’s look at each of these questions with some examples.
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What Do We Do
In one company that designs and builds the hinges in technical arms for
space vehicles, it takes one year from design of the product to its delivery
to the market. To facilitate meeting market demands that might arise near
the end of the delivery cycle, the company adds “hooks” into the product
that support “possible features” that customers may want in the future.
Marketing and engineering personnel meet regularly to decide which
“hooks” to build using value models. They also use value models to decide
when to use the hooks during the delivery stage. Their value models think
ahead to what the company might need to do so that team members are
prepared for future iterations. For this company, flexibility is what to do.

When Do We Do It
When your stakeholders say, “We have to do this right now!” ask, “Why?”
Understanding their urgency is part of the value model.

The most difficult question to answer is “What not to do?” or, more
simply put, “What can we delay?” The longer you can delay a decision, the
more information you might have. Of course, you also risk missing your
market window or deadline if you delay too long. Look at the uncertainty
considerations in your value model. Do you have many of them, such as
market uncertainty, domain knowledge uncertainty, or experience uncer-
tainty? To resolve some of these uncertainties, you may need to implement
partial ideas to gather information. But do not wait too long; find the right
balance for your company.

Remember that delaying the implementation of an idea does not mean
that you will never do it. Well, that might be the case—but a delay really
just means you will decide later.

Should We Continue Doing This?
One of the hardest decisions you will ever have to make is to stop doing
something that is already under way. There are several reasons why you
should stop an initiative. The most desirable reason is that you have accom-
plished what you set out to do: The initiative has met its purpose, delivered
the expected return, and met the constraints of the considerations. To
know when you have reached this point, however, you have to know what
“done” looks like. This point may seem obvious, but we have seen far too
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many cases where organizations dove into an initiative or project without a
clear understanding of what successful completion would look like. (How
many “mission accomplished” parties have you held for projects that just
kept going?) This point also highlights a critical benefit of building and
using a value model. The model describes the purpose, considerations, and
desired return. Thus the value model also establishes the backstop for
deciding—Look, another decision!—what “done” is.

Value models also help you recognize when you should change your
mind because a decision is causing you to head in the wrong direction. This
situation can arise when the purpose of the decision changes, the consid-
erations change, or the costs and benefits change. Using the value model
as a baseline, the wrong direction is easier to identify.

Later in this chapter we discuss delivering results in chunks. This help-
ful strategy allows you to revisit your project decisions with the most cur-
rent information and have confidence in the decision to stop work on a
project and still know that you have delivered some value.

Do We Have to Decide This Today?

Before you jump into making all your decisions, ask the following ques-
tions: Which decisions can you delay? What is driving you to make the
decision today? If you keep insisting that you must make a decision now,
why? Sometimes projects or ideas stall while you are trying to figure out
something or decide something that can actually wait. You can get more
information if you wait when you don’t have enough now. Things will
change in the marketplace. A critical issue may become a non-issue.

Most people dislike uncertainty. They would rather take the risk of
making a wrong decision now than live with the uncertainty for as long as
necessary to improve their chances of making the right decision later.

Instead of making a decision right away with limited information,
determine when that decision needs to be made, in terms of either time or
the conditions that need to be met. Deferring the decision does not give
you a free pass, however. In the intervening time, collect and investigate
information that improves your chances of making the right decision.

Remember that deferring a decision does not provide you with an
open-ended time frame. Instead of saying, “Not yet,” you are really say-
ing, “Make the decision when . . .” This approach gives you certainty over
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when the decision will be made and makes you more comfortable with
delaying the decision. By revisiting your value model often, you will
come to this decision again and again, yet make it only when you really
need to.

A medical software company wanted to provide doctors with an elec-
tronic medical record (EMR) system, which patients could also use to view
their records and get test results online. The project stalled over an internal
debate about whether the EMR system should include the results of critical
tests such as cancer screenings. One faction felt that such information should
be delivered in person by a doctor. The other faction felt that patients would
want to know the information as soon as possible rather than wait for an
appointment. While the debate raged, the work stopped. Should the team
support business rules to provide potentially bad news? If not, how should the
EMR communicate that the patient information was available only in person
or on the phone? The company’s response to this dilemma was to postpone
this one decision. The team could build an EMR system that delivered test
results but exclude the delivery of bad news until after the EMR system was
deployed. That way, the decision could be based on customer preference.

The idea of deferring a decision sounds great, but how do you avoid analy-
sis paralysis—the act of always gathering information but never making a deci-
sion? How do you determine the appropriate time to decide? It depends on
the nature of the decision. You want to make the decision at a point where you
can gather as much information as possible, still have time to act on that infor-
mation, and yet not incur so much cost from delay that the value you realize
is seriously degraded. This point is time is called the last responsible moment.

To determine the last responsible moment, consider the pace of
change in your environment and your desire and ability to react to that
change. If conditions in your environment change frequently but you are
able to quickly respond to those changes, delay your decisions until as late
as possible so that they can incorporate the most up-to-date conditions.
This time frame will depend on your ability to respond to the change, the
cost of doing so, and the time required for you to react.

On some occasions, further delay would be irresponsible, yet you may
not be entirely comfortable with the amount of uncertainty. The reality is
that because delaying the decision would be irresponsible, it will be nec-
essary to bite the bullet and proceed based on the best information avail-
able. Sometimes in these situations it may be possible to make a decision
that leaves future options open as more clarity becomes available.
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Deliver in Chunks to Embrace Change in the
Marketplace

Too many times, organizations determine the value of an idea or project,
make a decision, and wait until the end of the project to see if they have
enough value to go to market with the result. On other occasions, their go/no-
go decisions are made with old or insufficient information. Making decisions
is not easy in a changing environment. You are trying to deliver to a market-
place where the needs and wants of your target customers are constantly
changing, where your competition wants to deliver value faster than you, and
where you need to reduce costs while increasing productivity and quality.

The inputs to the value model are not fixed. As time marches on, the
inputs will change: Your market window might shift (most likely, shorten or
grow smaller), your competition might beat you to market so that your dif-
ferentiating product is now a parity product. Indeed, any number of things
could change during the execution of your carefully crafted plan. And don’t
forget that throughout the entire process, you are continuously learning
more about the market and your organization’s environment. How, then, can
you structure your value model to take advantage of these changing inputs?

After you have built the value model, decided what to do, and deter-
mined in what order to do those things, divide the activities into groups
based on their value (taken from the value model). Select “chunks” of activ-
ities and deliver them iteratively and incrementally as described in Chapter
4. Take the (relative) highest-valued features/projects/ideas (a “chunk”)
and start building them. Don’t let the time to implement the decision
stretch out for too long; one to three months at most is the limit. In rapid-
ly changing environments, this span could even be as short as two weeks.

At the end of each “‘chunk,” take a look at how much value has been
generated using the value model—not the same one you used to make the
initial decisions, but rather the value model that now includes any changes
in purpose, considerations, and costs and benefits—and make a new set of
decisions. The value model is forward looking, so sunk costs that have
already been expended should not enter into the model. The real question
is “Going forward, what is the best thing to do now?”

By building and using the revised value model, you will have improved
the quality of some of your inputs. You will know more about the costs and
the benefits. You will know more about the validity and scope of the con-
siderations. You might now be in a position to say that you have delivered
enough value and are “done.” You might also be in a position to recognize
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FIGURE 5.3 Revisiting the value model

that you will never deliver enough value, so it is time to stop and select a
different path. Thus we see the value in using the value model to match
decision points to the model inputs.

As we implement each “chunk” we revisit and possibly revise the value
model as shown in Figure 5.3., for making our next set of decisions and
defining the next “chunk.” For each “chunk” of delivery, ask the following
questions:

■ Is there anything you need to learn before you need to make your
next go/no-go decision? Consider including activities specifically
designed to learn what you need to know to improve your decision
making.

■ How can you improve the way in which you measure value? After
considering the investment costs, add activities that can help you
improve how you measure the value model inputs.

Now you can add activities to the “chunk” cycle to assist you in making
the next round of decisions. Let’s look at an example.

Adding data to a data warehouse to support operational reporting is
always a difficult decision. You want to know how much data to add, 
what it will cost, and whether it will deliver any real value. When will you
know? Using the value model, focus the conversation on which data might

i0321572882_ch05.qxdIII  4/24/09  2:25 PM  Page 111



112 Chapter 5 Decisions

contribute the most value to your internal users and/or your customers.
Then, add a chunk of the data and see which benefits appear.

For example, at a health insurance company, a development team
needed to add data to a data warehouse to aid with the measurement of the
claims processing performance. The team members were given a budget
that was too small to deliver all the data they needed. They had to find a
way to deliver something within the approved budget that provided
enough information to make a noticeable difference in their claims pro-
cessing performance, and also justified the investment so that requesting
additional funding to deliver the remaining functionality would be easier.

The team members decided to focus on 4 of 20 performance metrics.
They were able to deliver functionality that helped the operational area
improve its performance metric scores by 15% and reduce claims invento-
ry by a factor of 10. These results made it easy to justify the delivery of the
other 14 performance measures in two more chunks, improving perform-
ance and claims inventory even further.

Case Study: Improved Customer Retention

Let’s now look at an example of how one company built a value model and
discovered that it had all the time it needed to make good decisions.

The chief marketing officer (CMO) at the company had a vague, yet
interesting idea for how to improve customer retention. He had developed
a theory about customer life-cycle management. This theory assumed that
once customers first did business with the company, the company could,
through the correct customer analysis and promotions, build a lifetime cus-
tomer relationship. This idea required fairly significant changes to the cus-
tomer relationship management (CRM) and marketing campaign manage-
ment systems. The organization needed to create new customer tiers in its
CRM system and do marketing promotion experiments to assign customers
to an initial tier. Once a customer was placed in the assigned tier, the com-
pany would use different promotions to move the customer to a higher tier.

To gauge the company’s appetite for such a project, the CMO pitched
the concept to the IT executive steering committee. The chief financial
officer (CFO) immediately veered into the cost–benefit analysis for this
project. He wanted to know the numbers for the expected project benefits.
After all, the company’s leaders needed to know both the costs and the
benefits before they could determine whether this project merited
approval through their portfolio management process.
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As the CMO sat down to plan how to approach the cost–benefit analy-
sis, it occurred to him that this project was a perfect candidate for a model,
not a number. While he could be somewhat accurate in defining the costs
to revise the CRM and campaign management systems, the benefits were
nebulous and, therefore, difficult to determine. The basis for this cus-
tomer retention program was that a financial benefit was derived from
improved customer retention. But what was that value? The CMO had no
idea as to the lifetime value of a customer. He could run a series of reports
that would show how much money, on average, a customer spent each
year, but there was no way of tracking how many years a customer
remained a customer.

How many customers purchased one time and then never again? How
could the company link purchases with customers? If the CMO hoped to
define some number as the lifetime value of a retained customer, it quickly
became apparent that a randomly generated number would be as accurate
as the number that any such analysis would generate. Clearly, the company
could not rely on cost–benefit analysis to make a go/no-go project decision.

Armed with this understanding, the CMO started over. He expanded
his decision-making process to include purpose and considerations. First,
what was the purpose of this project? If the company was successful in
appropriately managing the relationship with its customers, the ensuing
customer loyalty would add to its sustainable competitive advantage. The
project fell into the differentiating category.

Second, besides costs and benefits, what else should the CMO consider?
There were certainly benefits to consider. For example, if the company did
not do this project, how else could it improve its customer retention rate and
per-customer sales volume? One of the company’s strategic initiatives was to
first understand and then anticipate market trends. Were there elements of
this project that supported this initiative? Even though the long-term benefits
were difficult to quantify, could the project provide any shorter-term benefits?

As the CMO thought through these considerations, he realized the
need to approach this project in “chunks.” For example, to specify the life-
time value of a customer, the company needed to first link customers to
sales transactions. This meant some type of customer identification pro-
gram. To effectively manage a lifetime relationship, the company needed to
better understand customers’ reasons for doing business with the company.

Linking customers to sales transactions and understanding purchase
motivation became the first two “chunks.” Each chunk would deliver busi-
ness value and benefits; in addition, it would fill in knowledge gaps about
the lifetime value of a retained customer.
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To link customers to transactions, the CMO proposed a customer loy-
alty program. Because the actual purpose of the loyalty program was to
achieve parity, the CMO proposed a standard—rather than unique—loyal-
ty program. Treating the loyalty program as a parity initiative allowed the
CMO to piggyback on the experience of others to quantify the costs and
benefits of the program.

The CMO used a different decision design when it came to determin-
ing purchase motivation. He believed that if the company could really
understand the primary driver behind purchase decisions, this factor
would provide strong differentiation. To unearth relevant data, the CMO
proposed an extensive customer survey and segmentation study. Armed
with this information, the company could better target its marketing and
advertising. This would, in turn, generate immediate financial benefits and
ideally increase per-customer sales over the long term.

The CMO returned to the IT steering committee with the value model
approach. The company did not need to launch the big, expensive project
with “vague” benefits, he said. Instead, the long-term plan was now to use
the right triggers at the right times to manage the lifetime relationship with
customers. Each chunk had its own purpose, considerations, costs, and
benefits. Each chunk would also provide evidence as to whether it was
worth proceeding to the next chunk. That next chunk would map events in
customers’ lives so that the company could, depending on the customer
segment, respond with the right products for the right events (now that
sounds like something with nebulous benefits).

The steering committee loved the approach. In place of a big project
with big uncertainty, they got concise, meaningful projects that funded
themselves. They could defer decisions about events in customers’ lives
and both learn and deliver value simultaneously.

One of the immediate benefits of the customer survey and segmenta-
tion study was the discovery that all customer segments were immune to
television advertising. In response to this information, the company elimi-
nated its TV advertising costs without reducing sales. The company also
identified four customer segments, each with a distinct buying trigger. It
subsequently revised its print and online advertising to appeal to one of the
four triggers. Likewise, the company revised its retail store layout to
address these four triggers. These small, low-cost changes grew sales much
faster and sooner than expected, and bought the CMO the credibility to
proceed with the next phase of the customer retention program.
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Case Study: An Agile Conference

It was an exciting time. Interest in agile software development methods
was increasing. A group of volunteers banded together to organize one of
the first agile development conferences. Because agile methods were still
new enough to be perceived as radical, the team believed that it was
important for the conference to build a sense of community among the
attendees. If the organizers could achieve this goal, then early adopters of
agile methods might not feel so isolated. One of the conference organizers,
Todd, had built a successful developer conference at his large commercial
software company and knew how critical it was for the conference to
include social and networking opportunities.

In addition to fulfilling this purpose, the organizers wanted the event
to include a sharing of best practices and education. With such a new ven-
ture in a new discipline, however, the organizing team was not sure what
to expect. They had a passion to deliver and had designed a strong confer-
ence program—but there was still enormous uncertainty. Would there be
100 attendees or 500? If there were only 100 attendees, could they afford
the social and networking events like an “ice breaker” and a banquet?

Two months before the event, organizers counted up the number of paid
attendees—only 69. The team started getting a bit nervous. Should they can-
cel the ice breaker and the banquet? Should they cut costs even more by
printing a cheaper program? How would these changes affect the long-term
vision to build the community? The conference chair believed that the ice
breaker and banquet were critical; given the choice, he was willing for the con-
ference to lose money if it resulted in a stronger, more connected communi-
ty. Of course, no one really wanted to lose money on the event. The team was
at an impasse: What could they do to resolve the issues stalling the project?

Months earlier, the conference meeting planner had diligently put
together a budget. The budget calculated how much money the confer-
ence would make or lose based on the number of paid attendees. With just
69 paid attendees, the budget calculation showed that the conference
would take a bath, which also meant that the fledgling nonprofit organiza-
tion of software developers would take a bath. Maybe the prudent thing to
do was to cancel any part of the conference that was not absolutely neces-
sary. After all, the organizers had only so much money and needed to fit the
conference program into that budget.
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While this case seemed to be a purely dollars-and-cents decision, it
was, in fact, a dollars-and-cents and time decision. Until now, no one had
bothered to figure out which decisions needed to be made, and when those
decisions needed to be made. Because Todd had experience in organizing
conferences for software developers, he turned the static conference budg-
et into a dynamic value model that could be used for decisions.

With this model, the team had to understand some of the possible sce-
narios and then make some “what if” decisions. They first took an invento-
ry of the existing information. For example, the conference registration
form asked participants to indicate which sessions they were planning to
attend. A quick analysis of this information indicated several sessions did
not have substantial interest. The conference chair made the decision to
cancel a couple of these sessions to reduce the size of the program, there-
by cutting some costs. Because the purpose of the conference was to build
the community, the team recognized that reducing the program by elimi-
nating sessions with low interest was preferable to cutting the social events.

As another example, the team worked with the conference venue to
identify which big decisions they could postpone. Along the way, the team
members discovered that they did not have to make a decision about the ice
breaker or the banquet until a month before the event. This information
allowed them to postpone the decisions about the social events until they had
better information about registration numbers. One month later, there were
enough registrations that the team could safely commit to the social events.

As these examples demonstrate, rather than forcing the team to make
decisions based on the static budget, the dynamic value model allowed the
team to make the best decisions at the time they needed to be made, and
not before. In this case, there was no reason for the urgency to make a
decision before more and better information became available.

That first conference had 225 attendees and turned out to be a huge
success. The attendees rated the social events as an important part of the
conference and one of the reasons they would attend the next conference.
The organizers had built and used a value model that relied on key param-
eters beyond the budget to make decisions. The dynamic nature of the
value model made it possible to delay some decisions until more informa-
tion was available. Once the event started, other decisions could be made
in real time. For example, dancing was scheduled to occur after the ban-
quet, but the DJ was hired to work only until 11 P.M. When it became
obvious that people were enjoying themselves on the dance floor, it was an
easy decision to step up and pay the DJ to extend her time. The remaining
participants were most grateful, and spoke very highly of their experience
of the event.
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The positive publicity from this worked just as expected. The word of
mouth spread. Attendees talked about the event with other software devel-
opers, and interest in the conference grew. This conference went on to
merge with a competing conference in 2005, and the combined conference
had 1560 attendees in 2008—a phenomenal growth rate. Although a num-
ber of factors contributed to this growth, the conference organizing team
was clear that the overall conference experience was critical to their long-
term vision for the event.

The organizing team understood the crucial elements of effective deci-
sion making. They understood the need to grasp which decisions they had
to make, primarily which sessions and other events the conference needed
to include. They understood the need to understand when a decision real-
ly had to be made, and they were willing to wait until that point to make
the decision. For example, in the decision whether to keep the social
events, the organizers understood they needed to know precisely which
information was key to this decision—such as the number of registrants,
the cost of the social events, the overriding purpose of the event, the terms
of payment of the conference location, and attendee preference for ses-
sions. Most importantly, the team used all of this knowledge to generate a
valuable result—in this case, a conference that was of the community, for
the community, and by the community.

Decisions and Portfolio Management

You are looking at more than 200 ideas from all over your company. Which
ones do you pursue? Which ones do you defer? Which ones do you ignore
completely? Which ones do you do first? How are you going to decide? This
is the fundamental set of questions associated with portfolio management.

Portfolio management is something that very few organizations do
effectively. Organizations typically have too many good ideas. The real
challenge of portfolio management is not eliminating bad ideas and proj-
ects, although organizations that minimize efforts spent on bad ideas can
certainly be more effective. Instead, the real challenge is focusing the orga-
nization’s efforts on the most important ideas and leaving less important,
but still potentially good ideas until later.

Many organizations manage their portfolio in a very ad hoc manner.
Others attempt to put a rigorous process in place for financial evaluation
and strategic alignment. Unfortunately, all too many attempts to put 
rigor into the portfolio management process end up spending too much
time without achieving any real gain. Because most rely heavily on highly
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uncertain cost–benefit analysis whose results can be easily gamed, many of
these rigorous processes ultimately obfuscate the issue more than they
provide clarity. In our experience, keeping things simple and working with
the value model provides an excellent framework for managing and having
effective conversations about your portfolio. In particular, the tools that we
have discussed with regard to purpose, complexity, and uncertainty can be
critical factors in portfolio analysis and management.

For example, a government agency was using purpose as a factor in its
project portfolio management. The team managers asked the question,
“How do we differentiate ourselves?” It turns out that the agency doesn’t
differentiate itself at all. So how do the managers balance their portfolio of
only parity projects? They don’t. They realized that there was no real point
in putting substantial effort into a portfolio management balancing exer-
cise. A simple approach was sufficient for their needs.

At another organization, a CTO found a need to manage his portfolio
of infrastructure projects. All previous attempts to organize and prioritize
the portfolio for the steering committee failed. He worked with the deci-
sion model and assessed his list of projects based on purpose, uncertainty,
and complexity. First the steering committee used purpose to define the IT
strategic plan; then they used complexity and uncertainty to assess capa-
bility to complete. Along the way, they found ways to reduce uncertainty
and complexity and identified capability gaps that needed to be filled
before any new projects would be undertaken.

Using these dimensions, the portfolio fell into place in a few hours.
The steering committee then prioritized and balanced the list. There were
two differentiating projects, but one of the parity projects was an enabler
to both. Therefore, the priority was to fill the capability gaps and do the
parity project. Only then would the organization take on the differentiat-
ing projects. Purpose is not priority: The company and CTO’s team now
knew what to do. Uncertainty, complexity, and purpose broke the logjam.

How to Get Started
When we apply the value model, we use the following guidelines and ques-
tions to help bring clarity to portfolio investment decisions.

Purpose
Ask yourself these questions about your purpose:
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■ Which things are you doing or considering doing that are not really
mission critical? Can you drop those initiatives?

■ In which things are you investing that you could cut the investment
to be at parity?

■ Which things are currently under parity and need investment just to
reach parity?

■ Which things are you investing in—or should you be investing in—
that will bring your organization a sustainable competitive advantage?

A helpful exercise is to do a gap analysis of the projects against their
purpose. The gap analysis results will indicate where you are currently
relative to where you would like to be based on your assessment of pur-
pose. Once you have identified the gaps, you can then prioritize projects
based on a combination of most critical gaps and the cost to fill those
gaps.

Considerations
Ask yourself about these considerations:

■ What are the risk profiles associated with each of the potential
projects?

■ What are the potential upsides associated with each project?
■ What is your capacity to deliver? Do you have the skills necessary to

deliver each project in the appropriate time? Do you have the
capacity and skills to lead each project?

■ Do you have a portfolio with the appropriate balance of project types?
■ What are the project dependencies, and how might they affect your

overall portfolio?
■ What do the market windows look like for your projects? Are

some projects time critical and urgent, while others are less so?
What would be the consequences of delaying or abandoning a
project?

■ Which expectations have been set already? If you take action that
affects those expectations, what will the consequences be?

Uncertainty and complexity attributes can provide some useful
insights, particularly in regard to your organization’s ability and capaci-
ty to deliver and lead the projects. The primary purpose of investigating
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these considerations is to surface some issues that are best addressed in
conversations. In our experience, the issue of expectation setting and
management is often the most critical. The root cause: It is much easi-
er to make promises or set expectations than it is to actually deliver on
those promises and expectations. The remedy is to promise no more
than necessary and to delay commitments until the last possible
moment. This is easier said than done, of course, but enforcing such dis-
cipline will pay handsome rewards. Once a promise or expectation is
set, the next key is to judiciously manage it and make sure that any
issues that would alter the ability to meet those expectations are
addressed.

Costs and Benefits
Identify the costs and benefits:

■ Are the cost–benefit indicators so clear that the decision is obvious?
■ Which assumptions underlie the cost–benefit analysis?
■ What is the band of uncertainty surrounding the costs and the

benefits?

Costs and benefits are still important—just don’t get hung up on them.
If the business case is an overwhelming indicator, then don’t spend more
time fine-tuning it. Make the decision to proceed or abandon the project
and move on. When the decision is not so clear, realize that a variety of
assumptions and uncertainties are inherent in the calculations. Spend
more time understanding those uncertainties and assumptions than worry-
ing about precision of the cost–benefit analysis.

How Often to Should You Evaluate the Portfolio?
Our experience has shown that it is more important to evaluate the port-
folio regularly than it is to evaluate the portfolio rigorously. That requires
keeping the process lightweight, because it is subjected to relatively few
criteria. Some complex portfolio scoring models have more 20 scoring cri-
teria and associated weights, all designed to yield a number for compar-
isons. Having so many criteria merely complicates the process and pro-
vides a false sense of rigor. If the process is lightweight, then it is quite rea-
sonable to revisit the portfolio quarterly.
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Individual projects should be reevaluated once new information
becomes available. The challenge with reevaluation is that oftentimes
expectations have been set that may limit or restrict the options that can be
considered. For example, in the early stages of the project life cycle, it
might appear that a project will be differentiating or supporting the pur-
pose and that the organization has the ability and capacity to deliver. Later,
something may change that alters this perception. Perhaps it becomes
clearer that the project is not differentiating and needs to be reconsidered
as a parity project. Or perhaps what appeared to be relatively easy turns
out to be much more complicated. Expectations may have been set that
the project will deliver certain results by a specified time, yet we now find
that goal to be either a bad idea or an impossible task.

The key is to bring expectations management into the portfolio man-
agement process. Stakeholders need to know that decisions will be made
in the future that may affect project scoping, delivery or timing. If funding
and delivery occur in an incremental fashion, then we can also use the
decision value model to determine when a project should be terminated or
when it should end because it has reached the point of diminishing returns.

Summary

In this chapter, we used cost–benefit analysis where it makes sense. For
other decisions, we built a common-sense model that includes critical fac-
tors such as purpose and considerations. If we were still uncertain about
the “rightness” of our decisions, we identified decisions we can defer and
determined how we can deliver value as we gain knowledge to improve the
“rightness” of the decision.

For important business, program, and project decisions, the value
model is a powerful tool that helps us identify products, services, and pro-
ductivity improvements. By dividing things into “chunks” of delivery, and
then evaluating after every chunk how much value you have and how much
value remains to be realized, you will embrace changes in the marketplace.
Take a look at the value model again, check the inputs, assess the market
readiness and future possibilities in going to market, and then either deliv-
er to the marketplace, stop, or do the next chunk. The more uncertain and
nebulous the future, the smaller the chunks.

When you begin to make a decision, go to the value model and begin
the conversation.
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C H A P T E R  6

LEADERSHIP “TIPPING POINT”

The Big Idea

In this chapter, we consider how you can put our tools to work as a leader.
Part of your task as a leader is to address the issue of how and when to step
back versus how and when to step up without rescuing your teams. We call
this the leadership “tipping point.”

Leaders can stifle progress when they interfere with team processes.
At the same time, they don’t want to go over the cliff and deliver the
wrong results. Sometimes leaders should stand back and let the team
work, and sometimes they should step up and lead. But how do we decide
which is which?

Stepping Back

Let’s start with stepping back. You hired your staff members for their abil-
ities to address issues, solve problems, and create innovative and competi-
tive products. You put your people to work improving operations, increas-
ing workflow, and removing bottlenecks. They operate closest to the prob-
lems and have the best chance of finding workable solutions. After all, you
hired these people to deliver new, exciting, and competitive products to
the marketplace before your competition can.

As their leader, you must unleash this talent and allow the team to suc-
ceed. Create an environment based on trust; bring together people who
have the right knowledge; ensure they understand the objectives, purpose,
and constraints of the project—and then step back.

Let’s take a look at a case study how a group of leaders put the tools
from this book to work so they could step back. Later in the chapter, we
provide a process that will enable you to step back. We end with some
examples of this process in action.
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Case Study: Leaving Money on the Floor

An architecture firm had an enviable problem: It had more project oppor-
tunities than the firm could take on. The projects were theirs, but the mar-
ket for talent was so tight that the company couldn’t get enough people on
board. In other words, there was money on the floor and the owners could-
n’t pick it up. The frustration inherent in this situation was compounded by
the fact that all of the firm’s owners—the seven principals on the leader-
ship team—could retire in 10 years. The firm was on its third generation
of leaders and had a reputation for creating some of the greatest buildings
in its area. No one wanted to drop the ball. After all, the company’s future
success would pad the owners’ retirement fund.

“Pollyanna, do you think you can help us?” asked Ken, the presi-
dent/CEO of the architecture firm. “We are like a seven-headed monster,
all going in different directions. What should we do?”

I wasn’t sure that this case was a fit for our approach (what you have
been reading about in this book). Ken wanted a facilitator for a two-day
leadership retreat. I could accept that task—but would it be a waste of our
time? I look for leaders who want to take their companies to the next level
using our models, not business as usual. I handed Ken a copy of Richard
Semler’s book, The Seven-Day Weekend [2], and asked him to let me know
what he thought as I prepared a proposal.

Ken reported, “I got a third of the way through the book and thought
this isn’t a real company. Then I got on the Internet and found articles
about Semler and how he took his company from $12 million to more than
$220 million! I’m not sure we can totally turn our company over to the peo-
ple who work here, but if we want to grow we will need to do things dif-
ferently. The other partners would like to meet with you before we make a
final decision.” We set a meeting date and time.

“Are you going to make us create a mission and vision statement?” was
their first question.

“No,” I replied firmly. “I think that can be a waste of time.” I didn’t
mention that we would revisit the company’s purpose and current market
position. That would be an exercise in the retreat.

“That’s good, because the last time we did one, we spent six weeks
working on it and then immediately forgot it.”

“Are you going to make us change our leadership styles?” An unusual
second question.

“No, I’m not going to make you do anything you don’t want to do.” I
replied tentatively. I know you can’t change people. However, I hoped that
in the process of working together, if they saw a different way of doing
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things that required a change in their leadership style, they would consid-
er making the change.

“Each of us would like to spend some time talking to you, Pollyanna,
before the retreat.”

I set up meetings with each owner and asked the following questions:
What’s working? What’s not working? If you were the president/CEO,
what one thing would you do differently? Mostly I listened. All of the own-
ers had something they wanted to tell me. And the meetings were eye
opening. Ken was right—the leadership team consisted of seven different
people going in seven different directions.

They wanted me to lead their retreat. Ken and I agreed they would
address the following questions:

■ Which growth rate do you want to sustain?
■ Which marketing strategy is needed? (Yes, they would need to con-

tinue to fill the pipeline of projects.)
■ How can you increase the throughput of projects (both project

throughput and organizational productivity)?
■ How do you want to handle succession planning—finding potential

replacements for the owners, and creating and implementing a lead-
ership transition plan?

Working Together to Pick Up That Money
We met in the winter, at a very comfortable ski resort.

“I kept hoping all morning that I would not have to go, that an ava-
lanche would come and close the roads. I just didn’t want to be there.” one
of the principals told me later.

The firm’s owners thought of themselves as heading in seven different
directions. Their company was growing rapidly and they wondered if, by
becoming more coordinated in their efforts, they would be more effective.
My job was not to find out how to do this, but rather to help them figure
out how to work together better.

We began. The principals answered two questions using the collabora-
tion process:

■ What’s the prize?
■ What’s getting in your way of achieving the prize?

There were the expected answers for the prize: money, security, cre-
ative satisfaction, fulfilling work, and making the decisions. Several
responses mentioned developing clients, staff, and themselves.
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The obstacles were more revealing. In addition to the usual “not
enough time and resources” responses, the principals were aware of their
own weaknesses, both as individuals and as a team. Their responses along
these lines included “no clear plan,” “the urge to do it myself,” “team
development,” “mixing priorities,” “not asking for help,” “lack of confi-
dence in help/staff/self,” and “not wanting to let others down.”

Where to begin? We started with something the firm’s owners were
very familiar with—marketing. They were doing it themselves. Our first
step was to look at their differentiation factors.

The principals had two concerns right off the bat: They didn’t want to
be like the other guys and they didn’t want to be a corporate factory. When
we took a look at the Purpose Alignment Model, however, we found a mis-
match between the real strategy and the way that the company operated.

Measurements (and compensation) were based not on results but on
hours “worked”—hours charged to a job, including overtime pay, even if not
much work was done. In short, employees were rewarded based on time
spent on a project rather the results achieved. The company treated control
of overtime hours as a mission-critical attribute and treated project leadership,
project tracking, and project and employee support as “who cares” issues.

The company differentiated itself by offering superior designs, but only
the principals were trusted with design. This policy led to an obvious con-
flict with the owners’ succession planning and sustainability growth goals.

We then looked closely at the company’s growth rate, capacity, and
expectations for the future. Over the past few years, the firm had experi-
enced rapid growth, but the architecture business is a very volatile busi-
ness: Economic swings cause people either to cut back on building or to
increase their efforts. Ignoring changes in the marketplace would lead to
diminished results. Responding to changes effectively would lead to the
slow, but steady growth the firm had experienced in the past. However, if
the owners led change, they could continue the higher growth rate they
were currently experiencing (see Figure 6.1). Leading change would
require all members of the company to step up. But how could the owners
do that and still ask employees to increase their project throughput?

“The answers are in your organization,” I said. “The members of your
organization know what is working, what is not, where the bottlenecks are,
and which processes are failing them—and they will know how to fix
them.” The room was silent. I was, after all, the consultant. I was “sup-
posed” to have answers, not more questions.

“What would that look like?” one of the principals asked.
“We will bring everyone in your organization together in small groups,

25–30 people at a time, and develop strategies and solutions to find ways

i0321572882_ch06.qxdII  4/24/09  2:35 PM  Page 126



Case Study: Leaving Money on the Floor 127

FIGURE 6.1 Change versus growth curve

to improve the productivity and throughput in your company.” For the
architecture firm, that meant four meetings.

AUTHOR’S NOTE “Wait, Pollyanna,” you are thinking. “We have more than
100 people in our company—a lot more. We can’t hold all those meetings and
hear from everyone!” As it turns out, four meetings usually are all you need, as
long as all interests, levels, and job types in the organization are represented.
After these meetings, you will begin to see patterns of the real issues emerge.

In these meetings, we addressed four questions:

■ What is an open environment? (This was an exercise to have the
participants become familiar with using the collaboration process.)

■ What is working?
■ What is not working?
■ How can we fix what is not working?

Before these meetings could take place, however, there was more work
to be done at the retreat. Before we left the meeting, I asked the seven
principals the last two questions. The outcome was interesting and the
focus relevant. The owners raised the following topics:

■ The need to go faster (do analysis sooner; right-size every phase;
increase velocity)
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■ The need to build a collaborative environment (move from a com-
mand-and-control system to collaborative-type leadership; let go of
the reins and motivate employees)

■ Production leadership (adequate production leadership; adequate
guidance for inexperienced staff; track and be accountable for pro-
duction; manage projects using a forward orientation, not a back-
ward orientation)

■ Creation of a place where people want to work (encourage others to
help others; accept and acknowledge individuals’ unique ways of
doing their work; create a creative environment)

■ Tools to succeed (in-house training and education; support staff; a
mentoring “coach”; field experience to “close the loop” with interns
and drafters)

For each item, one of the principals volunteered to develop a strategy,
action plans, budget, and exit criteria.

Before the retreat ended, we also talked about a succession plan.
Taking attrition into account, the owners would need to select, coach, and
mentor 14 potential leaders to replace all 7 principals. Based on the past
policy of selecting principals from the senior associates, the pool of possi-
ble leaders currently included only two candidates. The president/CEO
took on the task of developing a plan for finding, training (when required),
and mentoring the next generation of leaders.

The principals looked to the members of their organization to answer
questions related to their remaining issues:

■ Improve processes (shared ownership process; quality control
process; lean processes; follow the same, consistent story; don’t rein-
vent the wheel)

■ Improve efficiency (give permission to the person, task, and process;
stop doing it twice; gain better control of overtime; give staff room
to grow in the firm; no wasted time)

■ Be cost-effective (clear, easy tracking; monitor costs and benefits)

From the results of this meeting, we roughly mapped out the firm’s
Purpose Alignment Model (see Figure 6.2). Its diversity of design was
reflected in the company’s contracts to build Native American casinos, uni-
versity buildings, car dealerships, and religious buildings. among others. Its
overtime concerns centered on the fact that many employees worked
hourly and were paid time and a half for overtime. All of the owners were
concerned about the need to control the overtime bills because many 
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FIGURE 6.2 Initial Purpose Alignment Model for an architecture firm

principals believed that employees were wasting time during their regular
hours so they could work the extra hours.

One issue identified as an ongoing problem was the lack of detailed
project tracking, IT tools, and project management. Architects led the
projects, even though they had no formal training in project management.
Instead, learning project management involved on-the-job training—that
is, learning as architects worked on projects.

The other people in the organization would now have their chance to
identify what they saw as not working and what could be done to improve
project throughput. We scheduled the meetings with four groups of
employees. After getting past their fears that this would be some “group
hugging” event, they understood that they were being asked to identify and
solve the problems in their organization. They also decided what they
wanted to tell the principals or share with participants in the other team
meetings.

The work began. Their insights into what was not working included (in
order of their prioritization) the following items:

1. Not enough training
2. Recognition and compensation
3. Lack of leadership
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4. Communication
5. Lack of focus on design and design excellence
6. Not enough time
7. Quality issues
8. No empowerment
9. Operational management

Meeting participants developed more than 150 ideas that, when imple-
mented, would solve most of their issues and (ideally) increase their proj-
ect performance.

One specific issue emerged more consistently than any other: the lack
of collaboration on projects with customers and contractors. Architects
designed in isolation and then met with the customer to review and get
changes. This “revise–review” cycle continued until the customer was sat-
isfied with the design. Members of the firm then met with the contractor
to identify what could and could not be done construction-wise to remain
within the budget. Based on this information, the “revise–review” cycle
began again.

Project tracking was difficult. There were no tools in place to produce
enough information to view the status of a project, including time and effort
spent and remaining, and estimated due dates. Projects were often run in cri-
sis mode near the committed dates. No resource loading process was in place.

In a meeting of potential leaders to discuss the next steps for the
organization, the participants waited for leadership permission to take the
next steps. The president/CEO, who was sitting quietly in the back of the
room, spoke up: “You want to be leaders, but you are acting like mice.”

This event was a cultural turning point. Suddenly people no longer looked
to their leaders for answers—they looked to one another. They formed com-
mittees based on the results from the team meeting on what was not working
and began to implement the solutions they had developed together. When
they needed budget allocations, they presented proposals to the principals,
who approved the efforts. Their first concern was the need to increase their
project throughput, so they proposed a set of project management courses.

Project management tools, tracking tools, IT support, and other man-
agement tools became mission critical, as the company focused on filling
the gaps between its current state and its desired state. To improve project
management skills and methods, we trained anyone interested in project
management tools, including the portfolio and risk management tool
described in Chapter 4 of this book. We discovered three very large “bull”
projects: a $350 million casino project in Arizona, a combination shopping
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and residential complex in the heart of downtown, and a university com-
plex in Idaho. The company’s “colt” projects consisted of designing interi-
ors in hotel lobbies and other small interior works. “Cow” and “sheepdog”
projects were more difficult to differentiate, but we settled on the car deal-
erships and parking structures as “sheepdog” projects and medical, uni-
versity, and religious buildings as the “cow” projects.

In the project training classes, teams looked at the “bull” projects and
successfully divided them into smaller projects. The university project eas-
ily divided into two “cow” projects, and a natural leader emerged to assume
one of the smaller efforts. The casino project was also divided into separate
projects: The parking structure became a “sheepdog” project, and the
restaurants and the hotel became separate “cow” projects. Separating the
project components in this way brought all three projects into focus and
reduced the risks of complexity and uncertainty as the due date approached.

With the company now measuring its results, managing the amount of
overtime worked became a “who cares?” issue (see Figure 6.3). The com-
pany hired support staff so that professional staff could focus on design,
project management, and customer management. This change in policy
created newfound capacity, and the firms’ employees began collaborating
on projects, designing with customers, and using contractor consultants at
every stage of the design.

FIGURE 6.3 Final Purpose Alignment Model for an architecture firm
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Making Better Decisions
Instead of meeting every week with just the principals, the leaders of the
architecture firm began to involve more of the members of their company.
Marketing, technology, operations, senior associates, associates, and
human resources personnel—all attended various meetings.

The principals also took a closer look at succession planning.
Traditionally, the policy had been that only architects could be company
principals; these candidates were promoted up through the ranks based on
the number of years they had worked in the company. This practice was
problematic because some architects who were candidates for becoming
principals (who had enough years in the company) would be eligible for
retirement at the same time as many of the current principals. The owners
also realized that many of the potential leaders would not have enough
time in the company to serve as principals when they were needed. After
this closer look, the current owners began working on how best to expand
their principal eligibility policy. As part of this decision, the current princi-
pals addressed the “architects only” policy. In the face of the growth of
their company, they have begun to realize they need both business leaders
and expert project managers. But how do they recognize the value of both
types of employees? This is still an open question at this writing.

Traditionally, a major decision for the company has been when to
involve customers and contract consultants in the design process. Because
customer satisfaction is a major success measurement for an architecture
firm, the decisions on when to involve these stakeholders are continuously
addressed, resulting in increased throughput and minimal rework.

Pushing decisions on which designs to do, and when, to team members
was also a big step. This shift in responsibility gave ownership to the teams
as well as and took advantage of their expertise to inform the decisions on
what to do and by when. On bull projects, team members were able to pri-
oritize these decisions based on their own workload and that of other
teams, sharing expertise and finding ways to mentor one another in the
process.

Results and Outcomes
In one year, this company saw a 90% increase in revenues, with a 35%
increase in staff \ resulting in a nice increase in profits. Most importantly,
their customers noticed the difference and customer satisfaction increased.

During a checkup visit, the next-generation leaders were struggling, how-
ever. “How do we get our people to work? They do not seem very motivated.”
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“Use collaboration so that teams understand the company and project
goals, and let them decide what they need to do to make the project suc-
ceed,” was my reply. The ability to choose gave everyone ownership and a
stake in creating and contributing to great results. Now everyone stepped
up to finish the work and meet deadlines.

At the next retreat, the principals realized that measuring results and
being accountable for results built trust. They reviewed the previous year’s
goals and recognized gaps in succession planning, making specific plans to
fill the gap.

All This Stuff Is Fine and Good—But Where Do I Start?

One of the most compelling features of these models is that you can apply
them immediately. The primary decision filter we use is that our models
must be simple to understand and easy to put into use. In this chapter, we
have described how we have used these models to solve common prob-
lems. And believe us—we face the same problems you do.

As we stated in Chapter 1, there is no “silver bullet” solution to the
problems and challenges we all face. However, underneath many of the
issues are some common root causes, and the tools described in the book
work because they address many of these root causes. These tools will help
you and your team to expose the sources of your problems and address
them to improve the situation. When you don’t understand the root caus-
es, you will likely spend your time and energy dealing with symptoms that
show up in everything you do.

Before we work through some mini-scenarios that show how we use
the tools, let us first describe our general approach. Because purpose
alignment, collaboration, risk analysis, and decision-making processes
work so well together, it does not really matter which tool you use first.
If you are starting a new project and want to set it and the team up for
success, you will want to use the principles of collaboration to convene
the right people so that they can define the project purpose, outline the
decision-making model, and determine how to mitigate risks. If you want
to improve the culture of the team, you will want to build trust as you
work through ways to reduce risk, agree on which decisions need to be
made and when, and identify the criteria you will use in your decision-
making process. If you have been assigned to rescue a troubled or failing
project, you can use the tools to discover and prioritize what is working
and what is not. Are you trying to make decisions too early or without the
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right information? Has the team sorted through the complexity and
uncertainty risk factors, and assessed the various options for reducing the
risks?

In our experience, if your goal is to improve measurable business
value, you can start with any one of these tools and see where it takes you
and your team. The important thing is to start.

Pick Any Pain Point
Look around. Where is your organization struggling? Which obstacles keep
your company from reaching its corporate goals and objectives? Pick a pain
point, any pain point. It could be a goal that has handed down to your team
from the executives and that you have no clue how to achieve. Processes (
or bureaucracy) inside your company may be a drag on your teams’ pro-
ductivity. You may need to beat your competition to the marketplace with
a new product or service—what should it be? You may have a highly visi-
ble project that is so complex you have no idea how to “get your arms
around it.” Lack of communication, unclear strategy, lack of focus, “Why
are we doing this?” questions, chaos, things spinning out of control—pain
points can be found in many different areas.

Convene the Right People
First, convene the right people. Who are the right people? They are the
people who want the issue resolved or the project to succeed, the people
who are working on the solution, and the people who are in the midst of
the problem. Why do this? Because the quality of the solution increases as
we involve those both doing and held responsible for the work. This is
sometimes the most challenging and frightening thing to do. Some of these
people may be angry and bitter. Some may seem clueless about what they
want and how they want it. Some may be our biggest critics and think
“meetings” are a waste of time. But dive right in. If your problem is a lack
of communication, then just convening the right people gets you headed
toward a solution.

Why Do We Care?
Why do you and the members of your group care about this pain point?
With the group assembled, get out your sticky notes and pens and use the
collaboration process to see what the group believes is the answer to this
question. In other words, is this pain point relevant?
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Pick a Starting Point
Next, pick one of the models as a starting point. If your pain point relates
to strategy or reasons for doing what we are doing, start with the Purpose
Alignment Model If it focuses on how to organize and approach a proj-
ect, begin with the complexity/uncertainty matrix. If it involves making a
decision about what to do and when to do it, then build a value model. If
it doesn’t fit within any of the models, ask the question, “What’s not
working?”

Use the Collaboration Process
Use the collaboration process to decide which model(s) are appropriate. If
you start with the wrong model, don’t worry. You will probably use all of
them at some point. The models are easy to use and you can move through
them quickly.

Mini-scenarios
As promised, we end this section with some scenarios that demonstrate
how we use the tools described in this book.

Scenario 1: Scope Creep! What Do We Do Now?
What if your pain point is the fact that you are losing control of require-
ments? Yes, we want to be able to embrace change—and requirements will
often change. But how can we make sure we deliver what we need to deliv-
er as our understanding of the problem changes?

Start with the Purpose Alignment Model. Draw and describe the model,
and then ask the group to identify which business activities the project sup-
ports. Does the project support activities that differentiate, are at parity, are
best done through partnership, or are “Who cares?” activities? It could be
that certain elements of the project need to differentiate while others are at
parity. If so, which elements belong where? With that decision in hand, do a
gap analysis of what has already been delivered and what is still remaining.
These gaps can be both positive and negative. If you have over-invested in a
parity element, you would have a positive gap; in that that case, it is probably
time to either stop work on that element or simplify it. If you have not done
enough to either differentiate or get to parity, you have a negative gap to fill.

As you sort through the parts and pieces of the project, bring in the other
models. For example, do some of the gaps result from not knowing enough

i0321572882_ch06.qxdII  4/24/09  2:35 PM  Page 135



136 Chapter 6 Leadership “Tipping Point”

or from making decisions too early? How can you use the uncertainty/com-
plexity model to organize your team and approach to best address those
gaps? As the team identifies specific actions you can take to focus the scope
of the project, use the collaboration model and have team members volun-
teer for the work they will own and deliver. Along with this step comes a clear
decision about what qualifies as “done.” “Done” is when the priority gaps are
filled. If it provides any comfort, this approach has always worked for us.

Scenario 2: Can’t We Go Faster?
Everyone wants to increase productivity. But what is the real problem?
Doing the wrong things? Constrained bottlenecks? Not enough people?
People doing things they are not trained for? This was the case with the
architecture firm described earlier in this chapter. We started with the
collaboration tool, giving every member of the firm the opportunity to
come together in small groups and answer the key questions: What’s
working? What’s not working? How do you want to fix it? In the discus-
sions of what to do, the lack of project management training came up. We
then looked at the uncertainly/complexity tool and began moves aimed at
helping the company build a better and more manageable project port-
folio. Next, we used the Purpose Alignment Model to look at market-
ing—how the firm could differentiate itself and how it could “sell” that
concept.

Scenario 3: Things Keep Changing!
Change is a problem we all face. In today’s highly competitive, interde-
pendent, technology-driven marketplace, change is a way of life.
Nevertheless, this statement is not meant to imply that we have to be whip-
sawed by these changes. If your organization is grounded in strategy—
remembering that strategy is the same thing as sustainable competitive
advantage—you can make rapid decisions and changes that enhance your
market position.

Start with the business value model. After convening the right people,
analyze the decision-making process in terms of what needs to be decided
and when. To address the “what,” explore the Purpose Alignment Model
to develop your strategically aligned decision criteria. To address the
“when,” develop a value model conversation to determine the appropriate
time to make a decision, a time enabling you to factor in as many changes
as possible. You can then compare this decision framework with the uncer-
tainty/complexity model to make find ways to reduce the risks of certain
decisions.
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One Last Word
Bring the right people together and ask the question: What’s getting in our
way of success? Work together, use the collaboration process, and start
with any one of the tools described in this book. Listen. Stand back and
watch what the group discovers to be the most important barrier. Ask them
how they want to remove the obstacles and by when.

Stepping Up

This last section deals with recognizing how and when to lead.

Case Study: Stepping Back
“We have a problem.”

Kevin, one of the most trusted members of the team, was nervous
while delivering the news. I was the project manager of a controversial,
high-profile, and high-stakes technology project being carried out by a
diverse cross-section of technical and functional teams drawn from the
entire company. Our task list and responsibilities were enormous and high-
ly interdependent. As a team, we went through some early growing pains
as we grappled with different personalities, motivations, and backgrounds.

“We have a problem, and the team asked me to talk with you about it.”
I was automatically alarmed. I had learned that it took a lot to get

Kevin riled and that he had shown an amazing ability to solve a whole host
of issues that caused others to panic. If Kevin thought we had a problem,
we had a problem.

Kevin sat down across from me and struggled to know how to start. He
hemmed and hawed for a few seconds and then said, “We miss you. Over
the past few weeks, you have not been involved with us as much as you did
earlier. Is there something wrong? Have you been asked to move on to
other tasks?”

I immediately calmed down as I realized the problem was with me and
not some large or looming problem with the project.

“Kevin,” I said, “I apologize for not being a better communicator.
There is no problem with you or the team, and I have not been asked to
move on to another project. My goal for you and the rest of the project
team is not only that we deliver the project, but also that this project pre-
pare you and the other team members for future leadership roles in the
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company. As you have stepped into and taken charge of your project team
roles, I have started to step away from the daily management of the team.
I have made a mistake by not telling you about my plans and letting you
think that I am becoming disengaged. I would like to fix that right now.”

I kept Kevin in my office while I called in the other team members and
explained by ulterior plans to them. They were both relieved and anx-
ious—relieved that I was not becoming disengaged from the project and its
critical deliverables, but anxious that I expected them to assume stronger
leadership roles not just on the project but in the organization as a whole.

It all ended well. After I shared my vision for them with the team
members, they actually improved their already outstanding performance.
Along the way, I learned two valuable, if unintentional, lessons. The
obvious lesson was to better communicate my vision, plans, and expecta-
tions to my team members and staff. The more difficult lesson was how,
in the future and with different team members, I could repeat my expe-
rience of developing this high-performance team. With this team, I had
“fallen” into good decisions about how to set up this team for success.
Could I leverage this experience into a repeatable process or methodol-
ogy? As a leader, was I ready to view my role differently and add value
through team development rather than by being the source of ideas and
guidance?

How and When to Step Up
There are times when leaders need to step up and lead. As leaders, we
want our projects to deliver results, but not just any results, the right
results—results that are in line with the corporate strategy. You could just
lecture team members on this topic and hope they get it. More effective
than lecturing, though, is continuously asking questions to help team mem-
bers discover the answers for themselves: How does this
project/feature/objective fit with our company strategy? If it does not, do
we need to modify our strategy? Does our prioritization scheme match our
business priorities? Can we reach our market window?

What do you need to be able to step back? As with the earlier story
illustrates, you must have a team that you can trust. Without trust, you can-
not step back; without your stepping back, your team will not step up to
solve sticky business issues and deliver innovative products and services.

Ask Questions—Reaffirm Ownership
Here’s another key to success: Don’t take the ownership from your teams—
but don’t let them flounder for too long, either. It can be difficult to know
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when the team needs more time to struggle toward a solution and when it
needs you to inject some leadership (not step in!). How do you know when
to step up? Through your own experience and intuition. If you ask inquir-
ing questions rather than simply telling the team members what to do, you
will maintain the integrity of the team’s own problem-solving process.
When you get a sense that team members are thrashing, bring them togeth-
er. Do not ask what’s wrong (this may pass a judgment that they cannot
overcome). Do not ask them where they are stuck (they might not be—they
might just need a new perspective on the issue). Instead, ask team mem-
bers to tell you about the project, their approach, their ideas, and their
solutions so far. Help them take a new and fresh look at the problem at
hand.

When people come into Niel’s office looking for a solution, he asks,
“What would like me to do?” Pollyanna asks, “How would you like to solve
that?”

Often, this is not easy. When leaders hear a problem and know the
answer, they will want to shout out the answer. Once you do this, however,
you are cooked: Your effectiveness as a leader diminishes. Suddenly, a
steady stream of people will flock to your office, asking you to fix their proj-
ect and give them the solutions to all their problems. You will have taken
away the team’s ownership and, in effect, told team members they are inca-
pable of solving their own problems. They will lose pride in their work, and
their productivity will drop off dramatically.

When the first Lunar Module was scheduled to go up, the lunar
team was doing the last check two weeks before liftoff. They found the
gyro—the tool that told the pilots where the module was in three-dimen-
sional space—was drifting, albeit within specifications. To replace it
would take two weeks exactly. If anything went wrong, the launch would
have to be postponed. After a long discussion, the module team decided
to keep the gyro in place. They went to the head project leader and told
him of their decision. He asked them one question, “Do you know why
the gyro is drifting?” They replaced the gyro—and the launch took place
on time.

When You See Your Own Red Flags
Make a list of the red flags you might see on a project or team. Figure out
your tipping point, which determines when you should step up and when
you should stand back. There are red flags for both actions! Be sure to iden-
tify the red flags that indicate when you should stand back. They can be the
hardest ones to detect, recognize, and not act upon (in other words, step
back).
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Watch for spikes on the complexity and uncertainty graphs. Are they
getting better? Hold a meeting and ask questions. To identify other signs
that teams might be losing focus, ask these questions:

■ How many times are you revisiting the value model?
■ Do you have too many differentiating projects?
■ Have you got the right leaders on the projects—for example, a “colt”

leader on a “colt” project?

Motivation
People are not motivated by money. That’s an interesting statement. but it
is also what the research shows. With the architecture firm mentioned ear-
lier in this chapter, the principals were skeptical as well.

“I figure you earn in the mid to high six figures per year,” I told them
in our first retreat meeting. They agreed.

“If I doubled your salary but said that you could not design buildings
ever again, would you take it?” None of the seven principals said yes.

What is an effective way to motivate people? Look at what we call
“authentic motivation,” a concept developed by Alfie Kohn [1]. Kohn
states that people are motivated by the three C’s: collaboration, choice,
and content. We have talked about collaboration in Chapter 3. Give peo-
ple the choice about what they want to do and how to do it. Okay, we can’t
always give them the choice of what to do, but we can let them decide on
the best way to achieve that “what.” Content? People want interesting
work.

“Drafting is not interesting work,” commented my architect leaders,
“but you could involve the people who do drafting in the design sessions
and meetings. Perhaps then they could see the value in their work and
their contribution to the project. They might also detect errors because
now they understand the vision.”

Summary

Allow your teams to manage their workload, find solutions, and deliver.
Make sure all team members understand that their solutions, objectives,
and goals must be in line with the company strategy. Help your teams find
their own solutions—but only after they have tried to do so on their own.
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Don’t be too quick to hand out solutions. Ask questions without giving
answers. Your questions will help your team members discover their own
solutions. Use your questions to unleash the talent and creativity in your
organization. Then stand back, get out of the way, and let your teams get
the “real” work done.

In the stock exchange project, I made only one decision. I knew I was
technically too old to have any technical answers; all I could do was to keep
the focus. I walked the floor all the time and asked questions. I had no fear
about sounding stupid. I cared only about delivering the system to the
traders, and I was curious about how the team was thinking.

And the one decision I did make? I let someone go when a team leader
came to me and said if I didn’t do something, the team would throw him
out the window. The team had decided; I just had to go along with it.
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C H A P T E R  7

SUMMARY

Putting These Tools into Action

Now that you have seen some examples of how others have used these
tools, this chapter provides you with some quick memory joggers of how to
use these tools so that you can apply them in your organization tomor-
row—or maybe even today. This chapter includes brief descriptions of the
four main tools described in this book, along with some thoughts as to
when you can use them and how you can apply them.

Purpose Alignment

This section briefly revisits purpose alignment, highlighting what it is,
when to use it, and how to use it.

What It Is
Purpose alignment is a method for aligning business decisions and process
and feature designs around purpose. The purpose of some decisions and
designs is to differentiate the organization in the market; the purpose of
most other decisions is to achieve and maintain parity with the market.
Those activities that do not require operational excellence either necessi-
tate finding a partner to achieve differentiation or do not deserve much
attention.

In practice, purpose alignment generates immediately usable, prag-
matic decision filters that you can cascade through the organization to
improve decisions and designs.
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FIGURE 7.1 The Purpose Alignment Model, which incorporates strategy intent

When to Use It
Purpose alignment works well when you need to do these things:

■ Define business and IT strategic and tactical plans
■ Align IT with business priorities
■ Evaluate, plan, and implement large system projects
■ Filter and design features and functionality
■ Manage project scope
■ Reduce resistance to process improvements
■ Improve business value by improving focus and resource allocation

How to Use It
Follow these steps to engage in purpose alignment:

1. Present and explain the model.
2. Identify the business decisions and designs that differentiate your

organization.
3. If it helps, you can validate your work using strategy, also known as

sustainable competitive advantage, and strategic intent (e.g., cost
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leadership, product leadership, best customer solution). Once you
have identified the differentiating activities, you should be able to
write a simple filtering statement or question that you can use to
quickly evaluate future decisions and designs. Before moving on,
determine whether any of the differentiating activities can best be
delivered via a partnership.

4. Once you have defined the differentiating activities, almost all
other activities will fall into the parity category.

5. If you are using the Purpose Alignment Model for strategic and
tactical planning, you can next perform a gap analysis on the dif-
ferentiating, parity, and partnering activities. Your plans should fill
the gaps.

6. If you are using the Purpose Alignment Model to design proj-
ects, features, and functionality, you can now design around pur-
pose. Design differentiating project elements, features, and
functionality to help you win in the marketplace. Design parity
project elements, features, and functionality to be good enough.
Remember that the parity activities are mission critical and,
therefore, cannot be done poorly. Nevertheless, they can be sim-
plified and standardized so long as they deliver operational
excellence.

Leading Collaboration

These sections briefly review our discussion of collaboration.

What It Is
Collaboration is a powerful tool with which to find the answers in your
organization and foster the flow of ideas.

When to Use It
Use this tool to answer questions as a group, such as when prioritizing proj-
ects and determining their purpose, trying to increase productivity and
workflow, identifying and developing innovative products and services, and
managing risk, uncertainty, and complexity.
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How to Use It
Bring the right people together—those interested in the success of the
issue and those affected by the issue. Create an open environment based
on trust. Use the collaboration process to stimulate the flow of ideas:

1. Agree to the goal, objective, or problem to be solved.
2. Using sticky notes and marking pens, have each person brainstorm

his or her answers, putting one answer on one sticky note and using
as many notes as necessary.

3. Have each person read his or her answers aloud to the group while
sticking each note on the wall or whiteboard.

4. Ask the entire team to group the notes—in silence. Give them no
other directions.

5. As a team, label the groups with an agreed-upon title.
6. Add up the number of groups, divide by 3, and round up. This is

the number of votes each person has to select the most important
or best solution.

7. Let each person vote next to the title. Make sure participants
understand that they can put more than one vote on a group if they
feel it has great importance.

8. Tally up the votes.
9. Break up the participants into small teams and have the teams

work on ways to implement the groups that received the highest
numbers of votes. Each breakout team should take a different
group and then report their results to the full team.

10. Work through all relevant groups of solutions.
11. Let the participants decide which tasks they want to do and by

when. Stress that they should take on tasks they want to do.
Remaining tasks that no one wants to do should be resolved by the
full team.

In leading this collaboration effort, remember to use questions to keep
the focus; stand back and let people work; trust first; avoid rescuing the
team; practice influence, not command and control; over-communicate;
and listen.

Managing for Uncertainty and Complexity

These sections provide an overview of managing for uncertainty and
complexity.
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FIGURE 7.2 The uncertainty/complexity leadership matrix

What It Is
The uncertainty/complexity matrix is a method for analyzing projects
and/or a portfolio of projects to help project leaders understand how to
effectively govern and manage their projects. Uncertainty and complexity
are the two dominant characteristics of projects and teams that frame the
appropriate project leadership style. This model also deals with issues of
leadership development and seeks to discover how to best align leadership
styles with projects in a portfolio.

When to Use It
Uncertainty and complexity analysis is appropriate when tackling the fol-
lowing tasks:

■ Determining the effective leadership style for a project
■ Identifying potential opportunities to restructure a project so as to

lower risk
■ Analyzing a portfolio of projects to see whether the overall risk pro-

file is appropriate and/or whether it is in line with the available pool
of project leaders

■ Developing leadership skills to help project leaders
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Table 7.1 Complexity Attributes

Attribute
Low 
Complexity (1)

Medium
Complexity (3)

High 
Complexity (9)

Team size 2 15 100

Mission
critical

Speculative Established market Safety critical or
significant monetary
exposure

Team
location

Same room Within the same
building

Multisite, worldwide

Team
maturity

Established team of
experts

Mixed team of
experts and novices

New team of mostly
novices

Domain
knowledge
gaps

Developers know the
domain as well as
expert users

Developers require
some domain
assistance

Developers have no
idea about the
domain

Dependencies No dependencies Some dependencies Tight integration with
several projects

Table 7.2 Uncertainty Attributes

Attribute
Low 
Uncertainty (1)

Medium 
Uncertainty (3)

High 
Uncertainty (9)

Market
uncertainty

Known deliverable,
possibly defined
contractual obligation

Initial guess of market
target is likely to
require steering

New market that is
unknown and
untested

Technical
uncertainty

Enhancements to
existing architecture

We’re not quite sure if
we know how to build
it

New technology, new
architecture; may be
some risk

Number of
customers

Internal customer or
one well defined
customer

Multiple internal or
small number of
defined customers

Shrink-wrapped
software

How to Use It
Follow these steps to implement uncertainty and complexity management:

1. Identify the parameters and the scoring that you will use for com-
plexity and for uncertainty. A sample set of parameters and scoring
model are summarized in Tables 7.1 and 7.2.
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Table 7.2 Uncertainty Attributes

Attribute
Low 
Uncertainty (1)

Medium 
Uncertainty (3)

High 
Uncertainty (9)

Project
duration

0–3 months 3–12 months More than 12 months

Approach
to change

Significant control
over change

Moderate control over
change

Embrace or create
change

Table 7.3 Complexity Attributes

Attribute Score Graph

Team size 3 ■■■

Mission critical 3 ■■■

Team location 9 ■■■■■■■■■

Team maturity 3 ■■■

Domain gaps 3 ■■■

Dependencies 9 ■■■■■■■■■

2. Score the project and compute the average scores for complexity
and uncertainty.

3. Identify the quadrant in which the project falls. Is it a sheepdog,
colt, cow, or bull?

4. Look at the attribute scores as in Tables 7.3 and 7.4 to see if any out-
liers might possibly be altered to lower the score and reduce risk.
Common ways to reduce complexity include these options:

■ Collocating the team
■ Breaking the project into subprojects

Common ways to reduce uncertainty include these options:

■ Use of proven technologies
■ Reducing project duration
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Table 7.5 Project Leadership Styles for Different Project Types

Project Project Leader Practices

Sheepdog Novice or no explicit
leader

Just the core practices that you wish to have for
all projects

Colt Technical or business
lead

Short iterations with continuous feedback

Cow Seasoned project
manager

Structured project plans with appropriate
documentation

Bull Mentor Iterations and feedback to deal with
uncertainties and appropriate structure to deal
with the complexity

5. If you are considering breaking a project into subprojects, remem-
ber to look for strong cohesion within projects and loose coupling
across projects.

6. Use Table 7.5 to match the project to a leader with an appropriate
leadership style suitable for the project according to the uncer-
tainty and complexity mapping.

Table 7.4 Uncertainty Attributes

Attribute Score Graph

Market uncertainty 3 ■■■

Technical uncertainty 3 ■■■

Number of customers 9 ■■■■■■■■■

Project duration 9 ■■■■■■■■■

Change 3 ■■■
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Value-Based Decision Making

These sections provide a review of value-based decision making.

What It Is
Value-based decision making is a method for making critical organization-
al decisions in an informed and timely manner. Teams using this tool iden-
tify the most critical decisions they face, determine when they need to
make those decisions, and figure out which information they need to best
make those decisions.

Because critical decisions often directly affect the value generated or
lost by an organization, it is helpful to organize the necessary information
in the form of a value model; this model can be created in a collaborative
manner and revisited when the team gets new information. Figure 7.3
shows the value model, including how it organizes the key information
needed for decision making.

FIGURE 7.3 The value model
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When to Use It
Value-based decision making is appropriate when tackling the following tasks:

■ Determining which products to enhance, maintain at the current
status, or stop supporting

■ Determining which projects to start
■ Determining which projects to continue
■ Determining which projects to stop

How to Use It
Follow these steps to implement value-based decision making:

1. Identify the critical decisions facing your organization that warrant
an extra bit of scrutiny and analysis. Select decisions where the
effects of a decision outweigh the costs incurred to reach it using
this approach.

2. Determine when these decisions need to be made. This time
frame is usually based on time frames when options no longer
become available, or when the cost of a delayed decision outweighs
the value derived from making the decision.

3. Determine the information required to make an informed deci-
sion. Define the purpose, considerations, costs and benefits.

4. Use the time until the decision needs to be made to gather the
information identified in step 3. Organize this information in the
form of a value model so that you are able to revisit your decision
when the inputs change.

5. When you have gathered all of the necessary information, or when
the time to decide arrives, make the decision based on optimal
value delivery to the marketplace.

6. Implement the decision as effectively and efficiently as possible.
7. Repeat the decision-making process regularly, especially when

conditions change.
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