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Layer 5: Execution & Transformation

StrategyConsulting.XYZ

Governing Question: "How do we execute our strategy without the organization rejecting the change?”

Sub-questions:

What's the change management sequence that builds momentum rather than resistance?
How do we staff, structure, and incentivize teams to execute — not just plan?

Which transformation initiatives are on the critical path and which are noise?

How do we maintain operational performance while simultaneously transforming?

What governance cadence catches drift before it becomes crisis?
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Execution & Transformation — Basic

MBO (Management by Objectives)

Framework Diagram Framework Purpose

CASCADING OBJECTIVE HIERARCHY — Strategy — Individual Accountability . MBO establishes a cascading goal-setting discipline where organizational objectives flow from strategy
down through every level — creating line-of-sight from individual work to enterprise outcomes
( ¢ REVIEW ) . Replaces activity-based management (‘stay busy') with outcome-based management (‘deliver results')
ENTERPRISE CYCLE — the manager and subordinate jointly agree on measurable objectives, then the subordinate has
CEO / Board Strategic Priority A Strategic Priority B Strategic Priority C autonomy on how to achieve them
Set . Forces the critical translation step most organizations skip: converting strategy into specific, measurable
@ Joint goal commitments at every level with clear accountability and review cadence
negotiation
BUSINESS UNIT
VP/GM BU Objective 1 BU Objective 2 Track
@ Monthly
check-ins
DEPARTMENT Review
Director / Manager Dept Goal A Dept Goal B Dept Goal C Cuarery Framework Development Approach
scoring
@ . Start at the top: define 3-5 enterprise objectives that directly express the strategic priorities for the
period. Each must be specific, measurable, and time-bound — not aspirational slogans
@ Link . Cascade through each level: each manager translates their superior's objectives into 3-5 supporting
INDIVIDUAL comp & objectives for their own team, negotiated jointly with their direct reports to ensure buy-in and feasibility
omp
IC/ Team Lead My Objective 1 My Objective 2 My Objective 3 promotion . Establish review cadence: quarterly formal reviews comparing actual results to committed objectives,
@ with mid-cycle check-ins to surface blockers early. Score each objective 0-100% completion
L J . Close the loop: link objective achievement to performance evaluation, compensation, and promotion.

If you can't trace an individual’s objectives to strategy, you have activity — not execution

Source: Peter Drucker
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Without consequences, MBO degenerates into paperwork. With consequences, it drives alignment

Strategy Frameworks - Layer5/7




Execution & Transformation — Basic

MBO (Management by Objectives)

Framework Element

Definition

Analytic Approach

Objective Cascade

Joint Goal-Setting

Measurability & Specificity

Review & Accountability

Linking Results to Consequences

The hierarchical flow of goals from enterprise strategy through business units,
departments, teams, and individuals. Each level's objectives must demonstrably
contribute to the level above. The cascade creates 'line of sight' — every individual
can trace their objectives upward to strategic priorities. Effective cascades narrow
scope at each level: the enterprise may have 5 objectives, but each individual
should own 3-5 that are within their direct control.

The collaborative negotiation between manager and subordinate to define
objectives. Drucker's core insight: imposed goals generate compliance at best,
resistance at worst. Jointly set goals generate commitment because the subordinate
has voice in what they're accountable for. The negotiation balances ambition
(stretch targets) with realism (achievable given resources and constraints).

Each objective must have clear, quantifiable success criteria that eliminate
ambiguity about whether it was achieved. 'Improve customer satisfaction' is not an
MBO objective. 'Increase NPS from 42 to 55 by Q3' is. Measurability serves two
functions: it enables fair evaluation and it forces clarity of thought — if you can't
measure it, you probably haven't defined it precisely enough.

The formal cadence of comparing actual results against committed objectives.
Reviews serve three purposes: accountability (did you deliver?), learning (what
worked and what didn't?), and adaptation (do objectives need to change given new
information?). Without structured review, MBO is just annual planning theater. The
review cadence creates the organizational heartbeat that keeps execution on track.

The connection between objective achievement and tangible outcomes:
compensation, promotion, development, and role assignment. This is where most
MBO implementations fail — organizations set objectives but don't connect
achievement to rewards or non-achievement to consequences. Without this link,
rational employees learn that objectives are performative, not real.
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Map the current objective cascade from CEO to front-line. Test for alignment: can each individual
explain how their objectives support the company strategy? Identify 'orphan objectives' (individual
goals with no clear strategic link) and 'missing translations' (strategic priorities with no supporting
objectives below). The cascade should narrow, not replicate — each level adds specificity, not just
restates the level above.

Structure the goal-setting conversation in three phases: (1) Manager shares context — strategic
priorities, team objectives, resource constraints; (2) Subordinate proposes their objectives with
rationale; (3) Both negotiate to align on final objectives, success metrics, and resource
commitments. Document the agreed objectives with specific metrics and deadlines. Both parties
sign off — this is a bilateral commitment, not a directive.

Apply the SMART test to every objective: Specific (what exactly?), Measurable (what metric?),
Achievable (given resources?), Relevant (to strategic priorities?), Time-bound (by when?). For
each objective, define the measurement source, current baseline, target level, and measurement
frequency. If an objective resists quantification, decompose it into measurable sub-objectives or
leading indicators.

Implement quarterly formal reviews with standardized scoring (0-100% per objective).
Complement with monthly informal check-ins focused on blockers and early warnings. Create a
'traffic light' dashboard: green (on track), yellow (at risk), red (off track) for every objective at every
level. Escalate red objectives immediately — don't wait for the quarterly review. Aggregate scores
upward to create a real-time picture of strategic execution health.

Design a clear formula linking MBO scores to variable compensation (e.g., 80-100% achievement
= full bonus, 60-79% = partial, below 60% = none). Make objective achievement an explicit factor
in promotion decisions — document it. Address persistent underperformance with development
plans or role changes. Equally important: recognize and reward overachievement visibly to signal
that the system is real.
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Execution & Transformation — Basic

OKRs (Objectives & Key Results)

Framework Diagram Framework Purpose

. OKRs separate the 'what' (Objectives — qualitative, inspiring direction) from the 'how we'll know' (Key
Results — quantitative, measurable outcomes) — creating a goal system that is both motivating and

accountable
cElEE A S eV RES LD = ElaliEive Eee e - L e e . Designed for faster cadence than MBO: quarterly cycles force regular re-prioritization and prevent the
z N /7 'set and forget' failure mode of annual goal-setting. Transparency is built in — all OKRs are visible
OBJECTIVE . ] across the organization
KR 1: NPS 42 — 60
- <ol . The scoring system (0.0-1.0) reframes achievement: a 0.7 score means ambitious but achievable, 1.0
IO G 2% Target means the target wasn't ambitious enough. This shifts culture from 'hit your number' to 'aim high, learn
platform in financial services m too easy fast. recalibrate’
Sweet
KR 2: Churn 5% — 3%
Fell
55% short
7 No
progress
e ————————————
KR 3: Onboard 14d — 3d Framework Development Approach
G 80%
m . Set 3-5 Objectives per team per quarter. Each Objective should be qualitative, inspiring, and
s 7\ / action-oriented — a direction, not a metric. 'Become the most trusted platform in financial services' is an
Objective; 'Increase NPS to 60' is a Key Result
. Attach 2-4 Key Results per Objective. Each KR must be quantifiable, have a clear baseline and target,
CADENCE Set OKRs Weekly check-in Mid-Q review Score & retro and be achievable within the quarter. KRs should measure outcomes, not activities — 'Ship feature X' is
Qstart 15 min/wk Week 6 Qend a task; 'Reduce onboarding time from 14 to 3 days'is a KR
. Run weekly check-ins on KR progress (confidence scoring), formal mid-quarter review to surface
blocked KRs, and end-of-quarter scoring (0.0-1.0) with retrospective. Average score should be 0.6-0.7
If you're consistently scoring 1.0, you're sandbagging — the system demands ambitious targets with — consistently higher means targets aren't ambitious enough
0.7 as the sweet spot . Separate OKRs from compensation: committed OKRs (must hit) vs aspirational OKRs (stretch). Tying all

OKRs to bonuses kills ambition and encourages sandbagging. Use OKRs for alignment and learning,
use separate metrics for comp

Source: Andy Grove / Intel
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Execution & Transformation — Basic

OKRs (Objectives & Key Results)

Framework Element

Definition

Analytic Approach

Objectives

Key Results

Scoring & Calibration

Cadence & Transparency

Committed vs Aspirational
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Qualitative, inspiring statements of direction that answer 'where do we want to go?'
Objectives should be memorable, motivating, and create a sense of urgency. They
are NOT metrics — they are the narrative that gives metrics meaning. Good
Objectives are uncomfortable: if the team isn't slightly nervous about achieving
them, they're not ambitious enough. Each team should have 3-5 per quarter —
enough to cover priorities, few enough to maintain focus.

Quantitative, measurable outcomes that prove an Objective has been achieved.
Key Results answer 'how will we know we got there?' Each KR needs a baseline
(where we are now), a target (where we want to be), and a measurement method
(how we'll track it). The best KRs measure outcomes, not outputs: 'Reduce
customer churn from 5% to 3%' (outcome) vs 'Launch retention campaign' (output).
2-4 KRs per Objective.

The 0.0-1.0 scoring system applied at quarter end. 0.0 = no progress, 0.3 = some
progress but fell short, 0.7 = achieved most of the target (the sweet spot), 1.0 = fully
achieved (may indicate insufficient ambition). The target average across all KRs
should be 0.6-0.7 — this means the organization is consistently aiming high and
achieving most of what it sets out to do. Scoring is followed by a retrospective on
what drove results.

The operational rhythm that keeps OKRs alive: quarterly setting, weekly check-ins,
mid-quarter review, end-of-quarter scoring. All OKRs are visible to everyone in the
organization — this transparency enables cross-team alignment and reduces
duplicated work. The cadence prevents the 'set and forget' failure mode: if OKRs
are only discussed at quarter start and end, they're not driving behavior.

The distinction between OKRs that must be achieved (committed — typically 100%
achievement expected) and those that are ambitious stretch targets (aspirational —
70% achievement is success). Mixing the two without labeling them creates
confusion: is a 0.6 score good or bad? It depends on whether the OKR was
committed or aspirational. Committed OKRs should be linked to business
commitments (revenue targets, regulatory deadlines). Aspirational OKRs drive
innovation and learning.

March 2026

Write Objectives as qualitative direction statements, not quantitative targets. Test each Objective:
Is it inspiring? Does it create urgency? Would the team rally around it? Does it clearly connect to a
higher-level Objective or company mission? Delete any Objective that is really just a Key Result in
disguise. Limit to 3-5 per team — if you have more, you haven't prioritized. The Objective should
be stable for the quarter even if Key Results evolve.

For each Objective, brainstorm all possible evidence of success, then select the 2-4 most
meaningful and measurable indicators. Apply the 'newspaper test': if you hit all your KRs, would a
newspaper headline confirm you achieved the Objective? If not, your KRs are measuring the
wrong things. Set targets at the 70% confidence level — achievable with significant effort but not
guaranteed. Include at least one leading indicator KR alongside lagging outcome KRs.

Score each KR on the 0.0-1.0 scale at quarter end. Calculate the average across all KRs per
Objective, and across all Objectives per team. If average consistently above 0.8, targets are too
easy — raise ambition next quarter. If consistently below 0.4, either execution is broken or targets
are unrealistic — diagnose which. Compare scores across teams to calibrate ambition levels. The
scoring conversation should focus on learning, not judgment.

Implement a weekly 15-minute OKR check-in per team: update confidence levels (on track / at risk
/ off track) for each KR. Publish all OKRs on a shared platform visible company-wide. At
mid-quarter, conduct a formal review: kill or de-scope KRs that are clearly unachievable to redirect
effort. At quarter end, score all KRs, run retrospectives, and begin the next cycle. The cadence
should feel fast but not exhausting.

Label every OKR as committed or aspirational at the time of setting. Committed OKRs: resource
fully, track tightly, escalate immediately if at risk. These map to business commitments and should
be hit at 1.0. Aspirational OKRs: resource best-effort, accept that 0.6-0.7 is success. These push
the team beyond comfort zone. Ratio: roughly 60% committed, 40% aspirational. Never tie
aspirational OKR scores directly to compensation — this kills the stretch culture OKRs are
designed to create.
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Execution & Transformation — Basic

Project Plans / Milestones

Framework Diagram

PROJECT EXECUTION TIMELINE — Workstreams, Dependencies & Milestone Gates

DISCOVERY DESIGN BUILD TEST LAUNCH

STRATEGY

Scoping & charter [RECTIEEN S

Design

UX/ architecture .
review

Core build

Testing

GATES

-= Critical path === = Dependency

Any delay on the critical path delays the entire project — manage it daily, not weekly

Source: PM Discipline
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Framework Purpose

. Project Plans translate strategy into time-bound execution sequences — breaking ambiguous initiatives
into concrete workstreams, deliverables, dependencies, and decision gates with clear owners and
deadlines

. Milestones create the accountability checkpoints that prevent 'drift' — the silent killer where teams stay

busy but the project gradually diverges from its original scope, timeline, or success criteria without
anyone noticing until it's too late

. The discipline of planning forces the hardest strategic conversations upfront: what's actually in scope,
what resources are truly available, which dependencies are real blockers, and what trade-offs we're
willing to make between speed, quality, and cost

Framework Development Approach

. Define the project charter first: problem statement, success criteria, scope boundaries (explicitly what's
IN and OUT), key stakeholders, and decision authority. A project without a charter is an activity without a
destination

. Decompose into workstreams and work packages using WBS (Work Breakdown Structure). Each work

package should be 1-3 weeks of effort, have a single owner, and produce a defined deliverable. If you
can't define the deliverable, the work package isn't specific enough

. Map dependencies between work packages — identify the critical path (longest chain of dependent
tasks that determines minimum project duration). Any delay on the critical path delays the entire project.
Build float into non-critical paths

. Set milestones at natural decision gates: after discovery, after design, after build, before launch. Each
milestone has explicit go/no-go criteria. Milestones are not arbitrary calendar dates — they mark
genuine state transitions in the project
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Execution & Transformation — Basic

Project Plans / Milestones

Framework Element

Definition

Analytic Approach

Project Charter

Work Breakdown Structure

Critical Path & Dependencies

Milestone Gates

Risk & Contingency
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The foundational document that defines why the project exists, what success looks
like, and what boundaries constrain it. Includes: problem statement, business case,
success metrics, scope (in/out), key stakeholders, decision authority, budget, and
timeline constraints. The charter is a contract between the project team and its
sponsors — it provides air cover for the team to say no to scope creep and gives
sponsors clear expectations.

The hierarchical decomposition of the total project scope into progressively smaller,
manageable work packages. Level 1 = major workstreams (e.g., Design,
Engineering, Testing, Launch). Level 2 = deliverables within each workstream. Level
3 = work packages (1-3 weeks, single owner, defined output). The WBS is complete
when every work package can be estimated, assigned, and tracked independently.
The 100% rule: WBS must capture 100% of project scope — nothing is left implicit.

The critical path is the longest sequence of dependent tasks from project start to
finish — it determines the minimum possible project duration. Any delay on the
critical path delays the entire project by the same amount. Dependencies are the
logical relationships between tasks: finish-to-start (most common), start-to-start,
finish-to-finish, and start-to-finish. Understanding the critical path reveals where to
focus management attention and where additional resources can actually
accelerate delivery.

Defined checkpoints where the project undergoes formal review against
predetermined criteria before proceeding to the next phase. Each gate has: entry
criteria (what must be true to start the review), deliverables for review, go/no-go
decision criteria, and decision authority. Gates prevent the 'sunk cost fallacy' — they
create structured moments to Kill, pivot, or de-scope projects that are no longer
viable rather than letting momentum carry a doomed project forward.

The systematic identification, assessment, and mitigation of events that could derail
the project. Risk management is not pessimism — it's the discipline of asking 'what
could go wrong?' while there's still time to do something about it. Each risk has:
probability (how likely?), impact (how severe?), mitigation strategy (how do we
reduce probability or impact?), and contingency plan (what do we do if it happens?).
The risk register is a living document updated at every milestone.

March 2026

Write the charter before any execution begins. Require sponsor sign-off on scope, timeline, and
budget. Include explicit 'out of scope' items — things stakeholders might assume are included but
aren't. Define success metrics quantitatively: 'Launch feature X' is not a success metric; 'Reduce
processing time from 48hrs to 4hrs by Q3' is. Revisit the charter at each milestone to verify the
project still makes strategic sense.

Build the WBS top-down: start with major workstreams, then decompose each into deliverables,
then into work packages. Apply the 1-3 week rule: if a work package exceeds 3 weeks, it's too
large and masks risk — break it down further. Assign a single owner to every work package
(shared ownership = no ownership). Estimate effort and duration separately: effort is hours of
work, duration is calendar time including wait states and dependencies.

Map all task dependencies explicitly. Calculate the critical path using forward pass (earliest
start/finish) and backward pass (latest start/finish). Identify float on non-critical tasks — this is your
buffer for absorbing delays without impacting the deadline. Actively manage the critical path: daily
standups for critical path tasks, immediate escalation of blockers, pre-positioning resources for
upcoming critical path work. If you need to accelerate the project, crash or fast-track critical path
tasks — optimizing non-critical tasks doesn't help.

Place gates at natural phase transitions: after discovery/scoping, after design, after build/testing,
before launch. Define explicit go/no-go criteria for each gate: what must be true for the project to
proceed? Include both quality criteria (does it work?) and business criteria (does the business
case still hold?). Empower gate reviewers to kill or de-scope — a gate that always says 'go’ is
theater, not governance. Track gate outcomes: if you're killing projects at late gates, your early
gates aren't rigorous enough.

Conduct a risk identification workshop at project start: brainstorm risks across categories
(technical, resource, dependency, external, scope). Score each risk on probability (1-5) x impact
(1-5) = risk score. For risks scoring >12: develop active mitigation plans. For risks scoring 8-12:
develop contingency plans. For risks <8: accept and monitor. Review and update the risk register
at every milestone gate. Track risk velocity: are new risks emerging faster than old ones are being
retired? If so, the project is heading for trouble.
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Execution & Transformation — Basic

RACI

Framework Diagram Framework Purpose

. RACI eliminates the ambiguity that kills execution: who decides, who does the work, who must approve,

and who needs to know. When roles are unclear, decisions stall, work gets duplicated, and
RACI MATRIX — Clarifying Roles, Decisions & Accountability accountability evaporates
. Forces explicit answers to the questions organizations instinctively avoid: "Who is the single person
e RESPONSIBLE c ACCOUNTABLE e CONSULTED O INFORMED accountable if this fails?' and 'Who actually has decision authority here?' — the absence of these
Does the work Owns the outcome Input before Told after answers is the root cause of most organizational dysfunction
Exactly ONE per row . Scales role clarity from individual projects to enterprise operating models — any activity, process, or
decision that involves multiple people benefits from a RACI assignment that makes the invisible
Product . Exec . .
Lead Legal Sponsor governance structure visible and negotiable

Define requirements

Technical architecture

UX design

Framework Development Approach

Compliance review

List all key decisions and activities on the vertical axis. List all roles (not people — roles) on the
horizontal axis. For each cell, assign exactly one of: R (Responsible — does the work), A (Accountable
— owns the outcome), C (Consulted — provides input before), | (Informed — told after)

Go / no-go decision

@@I@@@
@I@@@@

Launch execution . Enforce the cardinal rule: every row must have exactly ONE 'A'. Multiple A's = no accountability. Zero A's
= orphaned work. This single constraint creates more organizational clarity than any other management
tool

VALIDATION RULES
N _ _ . Validate the matrix by reading columns: if someone is 'R’ or 'A' on too many items, they're a bottleneck. If
@ =ver row: exacty ONE @ oo >7 concurrent RiA @ vox s peractviy @ "» nas mathing authory someone is 'C' on everything, they're slowing decisions. If someone has no assignments, question
whether they need to be involved at all
Multiple A's on a single row = no accountability. This is the one rule that fixes most organizational . Pressure-test with the 'vacation test" if the person in each role disappeared for two weeks, would
dysfunction. someone know to step in? If not, the RACI is incomplete. Review and update the RACI at every major

project phase transition

Source: Management Practice
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Execution & Transformation — Basic

RACI

Framework Element

Definition

Analytic Approach

Responsible (R)

Accountable (A)

Consulted (C)

Informed (1)

Matrix Validation
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The person or role that performs the work to complete the task or deliverable. The
'R" does the hands-on execution. Multiple people can be Responsible for different
sub-tasks within a single activity, but each sub-task should have a clear 'R'. The
Responsible party reports progress to the Accountable party and escalates
blockers. Being Responsible without adequate authority or resources is a setup for
failure — the RACI should trigger resource conversations.

The single person who owns the outcome and has the authority to make final
decisions. The 'A' is answerable for the success or failure of the activity — they can
delegate work (to Rs) but cannot delegate accountability. This is the most important
letter in RACI: every activity must have exactly one 'A". Multiple 'A's means no one
is truly accountable. The 'A' has veto power and sign-off authority on the
deliverable.

People or roles whose input is sought before a decision or action is taken.
Consultation is two-way communication: the 'C' provides expertise, perspective, or
approval that materially affects the quality of the outcome. The key word is 'before'
— consulting someone after the decision is made is informing, not consulting. Too
many 'C's on a single activity creates consensus paralysis — every additional
consultation adds latency to decisions.

People or roles who are notified after a decision is made or an action is completed.
Information flow is one-way: the 'l' receives updates but does not provide input that
changes the outcome. Being Informed keeps stakeholders aligned and prevents
surprises, but carries no decision authority. Over-informing creates noise;
under-informing creates surprises and political risk. The 'l' assignment is a
communication design decision.

The quality checks applied to the completed RACI matrix to ensure it creates clarity
rather than confusion. Validation catches common pathologies: rows with no ‘A’
(orphaned work), rows with multiple 'A's (diffused accountability), columns with too
many 'R's (bottleneck roles), columns with too many 'C's (consensus culture), and
empty columns (unnecessary involvement). A validated RACI should feel slightly
uncomfortable — if everyone is happy, the hard conversations haven't happened.

March 2026

For each activity, identify who actually does the work (not who delegates it). If the 'R' is a team
rather than a role, decompose the activity until you can assign individual Rs. Check that every 'R’
has the skills, capacity, and authority to complete their assigned work. If someone is 'R' on more
than 5-7 concurrent items, they're overloaded and quality will suffer — redistribute or re-sequence.

Apply the 'one throat to choke' test: for every activity, there must be exactly one person who will be
held accountable for the outcome. If you can't name that person, the activity will fail. Check that
the 'A" has sufficient authority — accountability without authority creates frustration and learned
helplessness. In a RACI matrix, scan each row: if any row has zero or multiple 'A's, fix it before
proceeding. The 'A' should be senior enough to unblock the 'R' but close enough to the work to
make informed decisions.

For each activity, ask: whose input would materially change the quality of this decision? Only those
people should be 'C'. Apply the 'regret test': would you regret not getting their input? If yes, they're

a legitimate 'C'. If not, they should be 'I' at most. Set a maximum of 3 Consulted parties per activity
— more than 3 signals either an unclear decision or a culture of consensus-seeking that's slowing

execution. Define the consultation method: async review, sync meeting, or formal sign-off.

For each activity, identify who would be negatively impacted by being surprised by the outcome.
Those people should be 'I'. Design the information delivery: what format, what frequency, what
channel? Batch informing into regular updates (weekly status reports, milestone announcements)
rather than ad-hoc notifications for every activity. If someone requests to be moved from 'l' to 'C’,
challenge whether their input would actually change the outcome — often the request is about
status, not substance.

Run five validation checks: (1) Every row has exactly one 'A' — no exceptions; (2) No role is 'R' or
'A" on more than 7 items — redistribution needed; (3) No activity has more than 3 'C's — simplify
consultation; (4) No role is only 'I' across all activities — remove from matrix; (5) The 'A’ for each
activity has sufficient seniority and authority. After validation, conduct a 'read-back’ with all
participants: each person reviews their column and confirms they understand and accept their
assignments. Document disagreements and escalate to the project sponsor.

Strategy Frameworks - Layer5/7




Execution & Transformation — Intermediate

ADKAR

Framework Diagram Framework Purpose
ADKAR — Individual Change Sequence . ADKAR provides a sequential model for individual change that mirrors how human beings actually
process transitions: they must first understand WHY change is happening, WANT to participate, know
N N HOW, demonstrate CAPABILITY, and then have the change SUSTAINED over time
. Most change initiatives fail not because the strategy is wrong but because they skip stages — leaders
B B B B announce a reorganization (jumping to Knowledge) without first building Awareness of why it's
necessary or Desire among those affected. ADKAR diagnoses exactly where a change is stuck
AWARENESS DESIRE KNOWLEDGE ABILITY REINFORCEMENT . Unlike organizational-level change models, ADKAR works at the individual level — recognizing that
organizational change is ultimately the aggregate of hundreds or thousands of individual transitions, and
KEY QUESTION KEY QUESTION KEY QUESTION KEY QUESTION KEY QUESTION . .. . . .
each person may be stuck at a different stage requiring different interventions
Why is change What's in it How do | Canldoit Will it
needed? for me? change? in practice? stick?
COMMON BLOCKER COMMON BLOCKER COMMON BLOCKER COMMON BLOCKER COMMON BLOCKER
Confusion Resistance Skill gap Performance Regression
& denial & fear & overload dip (J-curve) to old habits

Framework Development Approach

. Assess each stakeholder group's current ADKAR stage using barrier-point analysis: where in the
A-D-K-A-R sequence does resistance or confusion first appear? That's your intervention point —
everything downstream is premature until the barrier is resolved

. Build Awareness through data and urgency: what problem are we solving, what happens if we don't
change, and what does the future state look like? Awareness is NOT a memo — it's repeated,
multi-channel communication from credible senders that people trust

. Cultivate Desire by answering 'What's in it for me?' from each stakeholder's perspective. Desire cannot
be mandated — it requires addressing personal risk, showing benefits, involving people in design, and
BARRIER POINT ANALYSIS having direct managers (not executives) champion the change

. Deliver Knowledge through training and coaching ONLY after Awareness and Desire exist — training

people who don't understand why or don't want to change is wasted investment. Then build Ability
through practice, support, and time. Finally, Reinforce through recognition, measurement, and
accountability systems

Diagnose the barrier point first — everything downstream is wasted effort until the barrier is resolved

Source: Prosci (Jeff Hiatt)
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Execution & Transformation — Intermediate

ADKAR

Framework Element

Definition

Analytic Approach

Awareness

Desire

Knowledge

Ability

Reinforcement
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The individual's understanding of WHY the change is necessary. Not just knowing
that change is happening, but comprehending the business reasons, the risk of not
changing, and the nature of the change. Awareness is the foundation — without it,
every subsequent stage faces resistance rooted in confusion rather than
disagreement. Common failure: leaders assume a single announcement creates
awareness. Reality: awareness requires repetition, multiple channels, and credible
messengers.

The individual's personal choice to support and participate in the change. Desire is
the most difficult ADKAR element because it cannot be dictated — it's an emotional
and rational decision each person makes based on their assessment of personal
risk vs. reward. Factors influencing desire: personal benefits, organizational trust,
consequences of not changing, peer behavior, and individual disposition toward
change. Desire is where most changes stall.

The information, training, and understanding required to know HOW to change —
what new behaviors, processes, tools, or skills are needed. Knowledge includes
both intellectual understanding (how the new system works) and procedural
knowledge (step-by-step ability to perform new tasks). Critical distinction:
Knowledge is necessary but not sufficient — knowing how to do something and
being able to do it under real-world conditions are different capabilities.

The demonstrated capability to implement the change in practice, under real-world
conditions. The gap between Knowledge and Ability is where theory meets reality —
people may understand a new process intellectually but struggle when facing time
pressure, legacy habits, edge cases, and emotional stress. Ability requires time,
practice, coaching, and tolerance for initial performance dips. Organizations that
don't plan for the Ability gap create 'knowing-doing gaps' where people revert to old
behaviors under pressure.

The mechanisms that sustain the change after initial adoption and prevent
regression to old behaviors. Without Reinforcement, changes decay — people
gradually revert to comfortable old habits, especially under stress. Reinforcement
includes: recognition and celebration of new behaviors, accountability systems,
performance measurement aligned to the new state, visible consequences for
reverting, and removal of old systems/options that enable regression.

March 2026

Map every stakeholder group and assess their current awareness level (1-5). Identify the
'preferred sender' for each group — research shows people trust their direct manager most for
personal impact questions and senior leaders for business direction questions. Create a
communication plan with 5-7 touches across multiple channels (town halls, 1:1s, written FAQ,
video). Address the three core questions: What is changing? Why is it changing? What happens if
we don't change? Measure awareness through pulse surveys before proceeding.

Conduct a stakeholder resistance analysis: for each group, what are they afraid of losing (status,
competence, relationships, autonomy, job security)? Address fears directly — don't dismiss them.
Involve resistant stakeholders in change design to build ownership. Activate the 'desire equation':
make the pain of status quo visible AND the benefits of the future state personal and tangible. Use
direct managers as primary desire-builders — they have the relationship credibility that executives
lack. Track desire through participation rates and qualitative feedback.

Design training that matches adult learning principles: show relevance first, then teach concepts,
then allow practice. Don't train too early (before Desire exists) or too late (after go-live pressure
makes learning stressful). Provide multiple learning formats: formal training, quick-reference
guides, peer coaching, and sandbox environments for practice. Sequence knowledge delivery:
awareness-level knowledge first (what's changing), then transition knowledge (how to get from
here to there), then proficiency knowledge (how to excel in the new state). Measure knowledge
through assessments and demonstrated comprehension.

Plan for the J-curve: performance will temporarily decline as people transition from unconscious
competence in old ways to conscious incompetence in new ways. Build in a protected learning
period with reduced performance expectations. Provide on-the-job coaching and mentoring —
classroom training doesn't build Ability, practice does. Create safe-to-fail environments where
mistakes are learning opportunities. Identify 'bright spots' — early adopters who've successfully
built Ability — and have them coach others. Measure Ability through observed behavior change,
not self-reported competence.

Design reinforcement before launch, not after — if you wait until people start reverting, you've
already lost momentum. Align incentive systems with desired new behaviors: if the new process
isn't measured and rewarded, people will optimize for what IS measured. Remove the old option
where possible — if people can still do it the old way, many will. Celebrate early wins publicly to
reinforce that the change is working. Conduct 30/60/90-day check-ins to identify regression and
provide corrective coaching. Monitor leading indicators of adoption (usage metrics, behavior
observations) not just lagging indicators (business results).
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Kotter 8-Step Change

Framework Diagram Framework Purpose
KOTTER 8-STEP — Organizational Change Sequence . Kotter's 8-Step model provides the organizational-level change architecture that complements individual
models like ADKAR: it sequences the leadership actions required to move an entire organization through
N\ N N\ a major transformation without losing momentum or reverting to the status quo

IMPLEMENT
& SUSTAIN

CREATE CLIMATE ENGAGE &

ENABLE

. The model's central insight is that change fails in predictable patterns: leaders declare victory too soon
(Step 8), don't build a powerful enough coalition (Step 2), or skip creating urgency (Step 1) and jump
straight to vision (Step 3). Each step exists because skipping it creates a specific, well-documented
failure mode

FOR CHANGE

. Kotter distinguishes management (planning, budgeting, controlling) from leadership (setting direction,
aligning people, motivating). Organizational change requires leadership — you cannot 'manage' people
through transformation. The 8 steps are fundamentally leadership activities, not project management
tasks

Framework Development Approach
. Start with urgency (Step 1) that is genuine, not manufactured. Present the business case for change
with data: competitive threats, market shifts, financial trajectory, customer feedback. Complacency is the
enemy — if people feel comfortable, they won't change. The goal is 75%+ of leadership genuinely

Generate

Short-term Wins o

Develop

Vision o

Create Communicate Consolidate convinced that the status quo is more dangerous than the unknown
Urgency 2 Vision 5 Gains 8 . L . . . L . -
. Build a guiding coalition (Step 2) that has position power, expertise, credibility, and leadership capability.
Build Guiding po 0 This is NOT the project team — it's the group of influential leaders who will champion the change across
oatHo Actio © the organization. Without this coalition, change becomes one person's agenda
C Weak iti No clear vision coml:rlnfnei::-ated Barriers remain No visible wins Decla;:r:/;ctory Culture not shifted . Develop a clear vision (Step 3) and strategy that can be communicated in 5 minutes. If you can't explain
\ J \ J the vision quickly and get a reaction that signals understanding and interest, it's not ready. Then
communicate relentlessly (Step 4) — use every channel, address concerns, and model the behavior you
70% of change efforts fail — usually because Step 1 (urgency) or Step 7 (consolidation) was skipped expect
. Empower broad-based action (Step 5) by removing structural barriers: misaligned systems, obstructive
managers, skill gaps. Generate short-term wins (Step 6) within 6-18 months to build credibility.
Source: John Kotter Consolidate gains (Step 7) by using credibility from wins to change remaining systems. Anchor in culture

(Step 8) last — culture changes AFTER behavior changes, not before
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Kotter 8-Step Change

Framework Element

Definition

Analytic Approach

Create Urgency (Step 1)

Build Guiding Coalition (Step 2)

Vision & Strategy (Steps 3-4)

Empower & Win (Steps 5-6)

Consolidate & Anchor (Steps 7-8)
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Establishing that the status quo is more dangerous than the uncertainty of change. Urgency is
not panic or anxiety — it's a shared conviction among leaders and employees that action is
necessary NOW. Kotter found that change efforts fail most often because leaders
underestimate the difficulty of driving people out of their comfort zones. Complacency sources
include: absence of a major visible crisis, too many visible resources, low performance
standards, organizational structures that focus employees on narrow functional goals, and
internal measurement systems that focus on the wrong performance indices.

Assembling a group with enough power, expertise, credibility, and leadership skill to lead the
change effort. No one individual, regardless of position, has the authority, credibility, and
capacity to single-handedly lead an organizational transformation. The coalition must include
people with formal authority (position power), relevant expertise, high credibility with the
workforce, and proven leadership ability. The coalition operates as a team, not a committee —
with trust, shared objectives, and collective accountability.

Creating a picture of the future that is desirable, feasible, focused, flexible, and communicable
— then communicating it relentlessly. The vision serves three purposes: it clarifies the direction
of change (reducing uncertainty), it motivates people to act in the right direction (even when it's
painful), and it coordinates the actions of thousands of people (without detailed
micro-management). An effective vision can be communicated in five minutes and produces a
reaction of understanding and interest. Combine with a strategy that provides the logic for how
the vision will be achieved.

Removing barriers to broad-based action and generating visible, unambiguous short-term wins.

Empowerment means removing structural barriers that block the new vision: organizational
structures that undermine the vision, compensation or performance-appraisal systems that
force people to choose between the new vision and their self-interest, bosses who discourage
change actions, and inadequate information systems. Short-term wins are visible results within
6-18 months that demonstrate the change is working — they're not hoped for, they're planned
for.

Using increased credibility from early wins to change all remaining systems, structures, and
policies that don't fit the vision — then anchoring the new approaches in the organizational
culture. Step 7 is where many change efforts die: leaders declare victory after early wins and
lose the urgency needed to complete the transformation. Step 8 recognizes that culture is the
last thing to change, not the first — culture shifts only after new behaviors demonstrably
produce better results over a sustained period.

Conduct an honest assessment of competitive realities and market position. Identify and discuss crises,
potential crises, or major opportunities that demand response. Ensure 75% of management is genuinely
convinced that business-as-usual is unacceptable. Use external benchmarks, customer data, and competitive
intelligence — internal metrics often mask urgency. Create constructive discomfort: share competitive losses,
customer complaints, and market trend data broadly. Beware of false urgency driven by anxiety rather than a
genuine sense of purpose — false urgency creates activity but not productive change.

Identify the key people in the organization whose support is essential — not just executives but informal
influencers, respected technical experts, and operational leaders. Assess each potential member on four
criteria: position power, expertise, credibility, and leadership. Build the team through structured off-sites that
develop trust and shared purpose. Ensure the coalition represents diverse functions and perspectives. The
coalition must be willing to operate outside of normal hierarchy — change coalitions that rely on formal authority
alone lack agility. Monitor coalition cohesion: internal disagreements that surface publicly destroy change
credibility.

Draft the vision statement: if it takes more than five minutes to communicate and get a reaction of
understanding and interest, it's too complicated. Apply the 'elevator test' — can you explain it convincingly in
two minutes? Communicate through every vehicle possible: large meetings, memos, newsletters, informal 1:1
interactions, and especially behavior. Leaders must 'walk the talk' — inconsistency between words and actions
undermines communication more than anything. Use repetition: estimate the amount of communication
needed, then multiply by 10. Address concerns and anxieties openly — don't suppress negative reactions,
engage with them.

Conduct a barrier audit: identify structures, systems, processes, and supervisors that block the new vision.
Confront managers who undercut needed change — this is often the hardest step and where change efforts
lose credibility. Provide training for new skills the vision demands. Plan for short-term performance
improvements that are visible, unambiguous, and clearly related to the change effort. Use short-term wins to
build credibility: nothing convinces skeptics like tangible results. Celebrate wins publicly and reward the people
who made them possible. Use early wins to validate the vision and strategy — or revise them.

After early wins, use the credibility to tackle bigger, harder changes: compensation systems, organizational
structures, decision processes. Hire, promote, and develop people who embody the new vision. Reinvigorate
the process with new projects, themes, and change agents to prevent stagnation. For anchoring in culture:
articulate the connections between the new behaviors and organizational success — make the
cause-and-effect explicit. Ensure leadership succession plans support the new culture — one wrong leadership
appointment can undo years of change. Accept that culture change takes 5-10 years to fully embed — don't
declare victory at year 2.
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Agile / Scrum

Framework Diagram

AGILE / SCRUM — lterative Delivery Framework

DEFINITION OF DONE
User story A
o SPRINT e DAILY 0 Code reviewed
PLANNING STANDUP

i . 0 Tests passing
User story B Select & commit 15 min sync

0 Docs updated
Feature C ( ) A 0 Deployed staging
a SPRINT ° RETRO-

REVIEW SPECTIVE 0 Criteria verified

Demo increment Improve process

Bug fix D

Tech debt E

SPRINT GOAL: Coherent objective — not just a task list

Spike F

i)

Removes impediments Self-organizin; Plan, don't judge
Feature G 2 ganizing Judg

Feedback —

Product Owner prioritizes Backlog

PRODUCT \ WORKING
BACKLOG INCREMENT

Framework Purpose

. Agile/Scrum replaces the waterfall illusion — the belief that complex work can be fully planned upfront —
with an iterative delivery model that embraces uncertainty. By working in short, time-boxed sprints
(typically 2 weeks), teams deliver working increments, get real feedback, and course-correct before
small misunderstandings become expensive failures

. The framework solves the fundamental information asymmetry in product development: at the start of a
project, you know the least about what the customer actually needs, yet waterfall forces the biggest
design decisions at precisely that moment. Agile inverts this by deferring decisions until the 'last
responsible moment' when information is richest

. Scrum provides the specific ceremony structure that makes Agile principles operational: defined roles
(Product Owner, Scrum Master, Dev Team), time-boxed events (Sprint Planning, Daily Standup, Sprint
Review, Retrospective), and artifacts (Product Backlog, Sprint Backlog, Increment) that create rhythm,
transparency, and continuous improvement

<« INSPECT & ADAPT — Each sprint is an experiment that generates learning, not just output »

Agile without retrospectives is just waterfall with shorter deadlines — the retro is the engine of
improvement

Source: Software practice
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Framework Development Approach

. Establish the Product Backlog as the single source of truth for all work. The Product Owner owns
prioritization using value, risk, and dependency as ranking criteria. Every item must have clear
acceptance criteria — if you can't define 'done’ for an item, it's not ready for a sprint

. Run Sprint Planning to pull the highest-priority items into the Sprint Backlog. The team commits to what
they can deliver in the sprint timebox (typically 2 weeks). Commitment is based on team velocity
(historical throughput), not management pressure. Over-commitment destroys trust and quality

. Execute the sprint with Daily Standups (15 min max): what did | do yesterday, what am | doing today,
what's blocking me? The Scrum Master removes impediments — they serve the team, not manage it.
No scope changes during the sprint: if priorities change, they go into the backlog for next sprint planning

. Close each sprint with Sprint Review (demo the working increment to stakeholders, gather feedback)
and Sprint Retrospective (team reflects on process: what went well, what didn't, what to try next). The
retrospective is the engine of continuous improvement — skip it and the team stagnates
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Agile / Scrum

Framework Element

Definition

Analytic Approach

Product Backlog & Prioritization

Sprint Cadence & Ceremonies

Scrum Roles & Accountability

Definition of Done & Quality

Velocity & Continuous
Improvement
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The ordered list of everything that might be needed in the product — features, enhancements,
bug fixes, technical debt, experiments. The Product Owner is solely responsible for the
backlog: adding items, refining descriptions, and ordering by priority. Prioritization uses value
(customer impact), risk (uncertainty that needs early resolution), dependencies (items that
unblock other work), and cost of delay (what we lose by waiting). The backlog is never
‘complete’ — it's a living document that evolves as the team learns.

The fixed-length iteration (typically 2 weeks) that creates the heartbeat of delivery. Each sprint
has four ceremonies: Sprint Planning (team selects and commits to sprint work), Daily Standup
(15-minute synchronization), Sprint Review (demo increment to stakeholders), and Sprint
Retrospective (process improvement). The cadence creates predictability for stakeholders and
psychological safety for the team — they know exactly what's expected in each timebox.

Three distinct roles with no overlap: Product Owner (what to build and in what order), Scrum
Master (how to work effectively within the Scrum framework), and Development Team (how to
build it). The Product Owner maximizes value by managing the backlog. The Scrum Master
serves the team by removing impediments, coaching Scrum practices, and protecting the team
from outside interference. The Development Team is self-organizing — they decide how to
accomplish the Sprint Goal without being told by management.

The shared understanding of what 'complete' means for every increment. The Definition of
Done (DoD) is a checklist that every item must satisfy before it can be called 'done': code
reviewed, tests passing, documentation updated, deployed to staging, acceptance criteria
verified. The DoD prevents the accumulation of hidden technical debt — work that appears
done but requires rework later. Without a rigorous DoD, velocity becomes meaningless
because it counts partially-finished work.

Velocity is the amount of work (in story points) a team completes per sprint. It's a planning tool,
not a performance metric — using velocity to compare teams or pressure individuals destroys
its predictive value. Velocity stabilizes over time and becomes the team's best forecasting tool
for release planning. Continuous improvement happens through retrospectives: each sprint, the
team identifies one or two specific improvements to try in the next sprint, creating a compound
improvement effect over months.

Apply WSJF (Weighted Shortest Job First): prioritize items with the highest value-to-effort ratio. Refine the top
2-3 sprints worth of items to 'ready’ status: clear acceptance criteria, estimated effort, dependencies identified.
Use story points for relative estimation, not hours — this reduces false precision and anchoring bias. Conduct
regular backlog grooming sessions (1-2 hours per sprint) to keep items fresh. Kill items that have sat
unaddressed for 3+ sprints — if they weren't important enough to prioritize, they're probably not important.

Set sprint length based on release frequency needs and team maturity: 1-week sprints for high-urgency
products, 2-week sprints for most teams, 3-4 week sprints only for hardware-constrained environments. Sprint
Planning should produce a Sprint Goal (a coherent objective, not just a task list) plus selected backlog items.
Daily Standups are for synchronization, not status reporting — if it feels like reporting to a manager, it's broken.
Sprint Reviews should include real stakeholders making real decisions, not a presentation to an empty room.
Retrospectives need psychological safety and action items — not just discussion.

Ensure the Product Owner has genuine authority to make prioritization decisions — a PO who must get
approval from five stakeholders for every decision creates a bottleneck that defeats Agile's purpose. The Scrum
Master is NOT a project manager — they don't assign tasks or track individual performance. They facilitate,
coach, and remove impediments. Protect the Development Team's autonomy: they estimate their own work,
choose their own technical approach, and self-assign tasks. If management is dictating how to build or
overriding estimates, you don't have Scrum — you have waterfall with standups.

Define the DoD collaboratively with the team and make it visible. Start with a minimum DoD and strengthen it
over time as the team matures. Include: unit tests written and passing, code reviewed by at least one peer,
acceptance criteria verified, no known defects, documentation updated, deployable to production. Track
'escaped defects' — bugs found after an item was marked done — as a quality metric. If escaped defects are
rising, the DoD needs strengthening. Never compromise the DoD under deadline pressure — that creates the
technical debt that will slow you down later.

Track velocity over 6+ sprints before using it for forecasting — early sprints have high variance. Use velocity
ranges (optimistic/realistic/pessimistic) for release planning, not single-point estimates. Never use velocity as a
productivity metric or compare velocities across teams — story points are team-specific relative measures. In
retrospectives, use structured formats (Start/Stop/Continue, 4Ls, Timeline) to surface issues. Limit improvement
actions to 1-2 per sprint — trying to change everything changes nothing. Track improvement actions to
completion — retrospectives without follow-through breed cynicism.

Strategy Frameworks - Layer




Execution & Transformation — Intermediate

Stage-Gate Process

Framework Diagram Framework Purpose

. Stage-Gate provides a structured innovation process that transforms the chaos of new product
development into a disciplined series of stages (where work gets done) separated by gates (where
go/kill decisions are made). It's the antidote to the two deadliest innovation pathologies: launching
underprepared products and refusing to kill projects that should die

STAGE-GATE — Structured Innovation Pipeline . The framework forces disciplined resource allocation by creating explicit decision points where
leadership must commit, redirect, or kill projects based on updated information — rather than letting
N N
BUSINESS TEST &

inertia and sunk costs carry weak projects forward while starving promising ones of resources
Build & @ Beta &

. Stage-Gate bridges the gap between Agile's 'build and learn’ philosophy and the reality that many
industries (pharmaceuticals, hardware, regulated markets) require structured investment decisions,
regulatory checkpoints, and cross-functional coordination that pure Agile doesn't address

(31

7

Ideate & Quick Deep dive & Go to
screen assessment financials iterate market test market
[ ]
GATE DECISIONS Framework Development Approach

m Fund & proceed (N Terminate & reallocate |=(0]5 )" Pause — merit but not now [z{=0'(ed B Rework previous stage

GATE 3 (Business Case) is the pivotal decision — spend <10% before it, commit resources after it

. Define 4-6 stages that match your industry's development reality. A typical software/digital product:
Discovery — Scoping — Business Case — Development — Testing & Validation — Launch. Each stage
has defined activities, deliverables, and a cross-functional team executing the work

. Design gates as true decision points, not rubber stamps. Each gate has: required deliverables (what the
team must present), gate criteria (objective standards for go/kill/recycle), and gate keepers (senior
If every project passes every gate, your gates are theater — rigorous gates should kill 30-50% of leaders with authority and budget to make real decisions). Gates should kill 30-50% of projects — if
projects everything passes, the gates aren't rigorous enough
. Build the Business Case gate (Gate 3) as the pivotal decision: this is where the organization commits

significant resources. Before Gate 3, spend <10% of total project cost on discovery and scoping. After
Gate 3, execution spending accelerates. Making Gate 3 rigorous prevents the most expensive failures

. Integrate with Agile within stages: use sprints and iterative development inside each stage while
maintaining gates between stages for governance decisions. This 'Agile-Stage-Gate' hybrid gives teams
Source: Robert Cooper execution flexibility while giving leadership investment discipline
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Stage-Gate Process

Framework Element

Definition
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Discovery & Ideation (Stage 1)

Scoping & Business Case (Stages
2-3)

Gate Criteria & Decision-Making

Development & Validation (Stages
4-5)

Launch & Post-Launch Review
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The front end of innovation where ideas are generated, captured, and subjected to initial
screening. Discovery answers the question: is this idea worth investigating? Sources of ideas
include: customer pain points, market trend analysis, technology scouting, competitive
intelligence, internal brainstorms, and frontline employee insights. Stage 1 is deliberately
low-cost and high-volume — the goal is to generate many ideas and quickly filter to the most
promising.

The investigation stages where promising ideas are developed into actionable business cases.
Stage 2 (Scoping) provides a quick, inexpensive assessment: preliminary market analysis,
technical appraisal, and rough financial projection. Stage 3 (Business Case) is the deep dive:
detailed market research, competitive analysis, technical development plan, financial
projections, risk assessment, and project plan. The Business Case is the pivotal document that
justifies committing significant organizational resources.

The objective standards and decision protocols applied at each gate. Gate criteria fall into three
categories: must-meet (binary go/kill criteria — strategic alignment, regulatory viability),
should-meet (scored criteria — market attractiveness, competitive advantage, technical
feasibility), and financial metrics (NPV, IRR, payback period, risk-adjusted return). Each gate
has a prescribed output: Go (proceed with funding), Kill (terminate and reallocate resources),
Hold (pause — conditions not met but project has merit), or Recycle (send back to previous
stage for more work).

The execution stages where the approved business case is translated into a market-ready
product. Stage 4 (Development) executes the technical development plan: product design,
prototyping, alpha testing, and iteration. Stage 5 (Testing & Validation) subjects the product to
rigorous testing: beta testing with real users, production/manufacturing trials, market testing,
and financial validation against the business case projections. These stages consume 70-80%
of total project resources.

The final stage where the validated product is commercialized and the process is evaluated for
organizational learning. Launch includes: go-to-market execution, sales enablement,
operations scaling, and customer support readiness. Post-Launch Review (often neglected)
compares actual results against business case projections, captures lessons learned, and
feeds insights back into the Stage-Gate process itself. The PLR closes the accountability loop
— without it, teams learn to write optimistic business cases with no consequences.

Cast a wide net: establish multiple idea intake channels (customer advisory boards, hackathons, suggestion
platforms, market scanning). Apply initial screening criteria: strategic alignment, market attractiveness, technical
feasibility, and resource availability. Use a lightweight scoring model (not detailed NPV analysis — that comes
later). Aim to pass 30-40% of ideas to Stage 2. Avoid two common errors: premature commitment (falling in love
with the first idea) and analysis paralysis (studying ideas forever without acting). Time-box Stage 1 to 2-4
weeks.

Stage 2 should take 2-4 weeks and cost <5% of total project budget. Focus on 'killer variables' — the 2-3
factors that will determine success or failure. If any killer variable is fatally flawed, kill the project. Stage 3 is
more rigorous: build financial models with three scenarios (base, upside, downside), conduct Voice of Customer
research with target segments, complete a technical feasibility study, and develop a detailed project plan. The
Gate 3 decision should be the organization's most rigorous: present to a cross-functional leadership team with
kill authority and budget commitment authority.

Define gate criteria before projects enter the pipeline — don't make up criteria for each project. Use scorecards
with weighted criteria to reduce subjectivity. Ensure gatekeepers have both the authority and the willingness to
kill projects — this is the hardest part culturally. Track gate decisions: if Kill rate is <20%, gates are too lenient.
If every project gets Recycled instead of Killed, you have accountability avoidance. Set time limits for Hold
decisions — projects in limbo consume resources and demoralize teams. Publish gate outcomes to create
transparency and reinforce the discipline.

Use Agile sprints within Stage 4 for iterative development while maintaining gate discipline between stages.
Build in customer validation loops: don't wait until Stage 5 to get user feedback — test early prototypes in Stage
4. Stage 5 testing should validate three things: the product works (technical validation), customers will buy it
(market validation), and the financial model holds (business validation). If any validation fails, Recycle to fix or
Kill. Common failure: rushing through Stage 5 under launch pressure — this is where the most expensive
defects escape.

Plan launch activities in parallel with Stage 5, not sequentially — marketing, sales, and operations should be
preparing while testing is underway. Define launch metrics that map to business case assumptions: if the
business case projected 10,000 units in Year 1, track weekly run rates from launch. Conduct Post-Launch
Review at 6 and 12 months: compare actual revenue, costs, and market share against projections. Calculate
actual ROl and compare to Gate 3 projections. Share PLR results with gatekeepers — this calibrates future
gate decisions. Feed process lessons into Stage-Gate improvements: what worked, what didn't, what should
change in the process itself.
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McKinsey 7S

Framework Diagram

Culture eats strategy for breakfast — but only because misaligned Systems, Style, and Staff feed the
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McKINSEY 7S — Organizational Alignment Model
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Framework Purpose

. The 7S model reveals that organizational effectiveness is not just about strategy and structure — it's
about the alignment of seven interdependent elements. Change one element without adjusting the
others and the organization rejects the change like an immune system rejecting a foreign body

. Divides elements into 'hard' S's (Strategy, Structure, Systems) that are tangible and manageable, and
'soft' S's (Shared Values, Skills, Style, Staff) that are intangible but often more powerful. Most failed
transformations focus exclusively on the hard S's and ignore the soft ones that actually drive behavior

. Forces leaders to think systemically: a new strategy requires not just a new org chart (Structure) but new
processes (Systems), new capabilities (Skills), new leadership behaviors (Style), different talent (Staff),
and potentially new cultural norms (Shared Values). The model maps the full blast radius of any
organizational change

=3
STAFF

Intangible

~

wrong culture

Framework Development Approach

. Start by mapping the current state of all seven S's — not as aspirational descriptions but as honest
assessments of how the organization actually operates today. The gap between current and desired
state across all seven elements defines the true scope of the transformation

. Identify misalignments: where do the S's contradict each other? Common patterns: Strategy says
'innovate' but Systems reward 'don't make mistakes." Structure is decentralized but Style is
command-and-control. Staff has legacy skills but Skills requirement has shifted. These misalignments
are the root cause of execution failure

. Place Shared Values (culture) at the center because it influences everything else. If the desired change
contradicts deeply held values, expect fierce resistance. Either align the change to existing values or
accept that changing values is a multi-year cultural transformation, not a project

. Prioritize changes by leverage: which S, if changed, would create the most positive cascade across
other S's? Often it's Systems (incentives, metrics, processes) because they directly shape behavior.
Change what gets measured and rewarded, and Style, Skills, and Staff tend to follow
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The organization's plan for building and sustaining competitive advantage. In the 7S context,
Strategy is not just the strategic plan document — it's the actual pattern of resource allocation
decisions that reveal what the organization truly prioritizes. Strategy must be coherent with the
other six S's: a differentiation strategy is meaningless if Systems reward cost-cutting, Skills are
commodity, and Style discourages experimentation.

The way the organization is organized — reporting relationships, division of labor, coordination
mechanisms, and decision rights. Structure determines who talks to whom, who decides what,
and where information flows or gets blocked. There is no universally 'right' structure — the right
structure is the one that best supports the strategy. Functional structures optimize for
specialization, divisional structures optimize for market responsiveness, matrix structures
attempt both (and often achieve neither without strong processes).

The formal and informal processes, procedures, and routines that define how work gets done
day to day. Systems include: performance management, budgeting, information systems, hiring
processes, compensation structures, and operational workflows. Systems are the most
powerful behavioral lever because they directly shape what people do — incentive systems,
measurement systems, and promotion criteria tell employees what the organization actually
values (vs. what it says it values).

The core beliefs, attitudes, and norms that define 'how things work around here.' Shared
Values sit at the center of the 7S model because they influence all other elements. Culture is
not what's written on the wall — it's what happens when the boss isn't watching. It's the
unwritten rules that new employees learn in their first 90 days: what gets you promoted, what
gets you in trouble, what's acceptable to challenge, and what's sacred. Culture eats strategy for
breakfast — not because culture is more important, but because misaligned culture silently
sabotages even brilliant strategies.

Skills: the distinctive capabilities the organization possesses (and the gaps it must fill). Style:
the leadership approach and management behavior that sets the tone for the organization.
Staff: the people — their profiles, competencies, development, and how they're deployed.
These three soft S's are deeply interconnected: the Skills an organization needs are
determined by Strategy, the Staff must possess those Skills, and Style determines whether
Staff can deploy their Skills effectively. Most organizations over-invest in Strategy and Structure
while under-investing in these human elements.

Articulate the strategy in one page: where will we compete, how will we win, and what capabilities must we
have? Test coherence: for each strategic priority, trace the implications across the other six S's. If Strategy says
‘customer-centric' but Structure is organized by product, Systems don't track customer satisfaction, and Staff
incentives are based on product revenue — the strategy is aspirational, not operational. Use the 7S as a
strategy execution diagnostic: which S's are misaligned with the stated strategy?

Map the actual decision-making structure, not just the org chart — where do real decisions happen? Assess
structural fit with strategy: if the strategy requires cross-functional collaboration but the structure creates silos
with separate P&Ls, the structure is fighting the strategy. Evaluate span of control, layers of hierarchy, and
coordination mechanisms. The key diagnostic question: does the structure make it easy or hard for people to do
what the strategy requires? If it's hard, restructure — but recognize that restructuring without changing
Systems, Skills, and Style just rearranges the deck chairs.

Audit the top 5 systems that most directly drive behavior: compensation/incentives, performance reviews,
budgeting/resource allocation, information/reporting, and promotion criteria. For each, ask: does this system
reinforce the desired strategy and culture, or does it reward the opposite? The most common 7S misalignment
is between Strategy/Shared Values and Systems — organizations that say they value innovation but punish
failure through their performance systems. Fix systems first — they're the fastest behavioral lever. Track system
changes through leading indicators of behavior change, not just process compliance.

Map the actual culture through observation and inquiry, not surveys: what behaviors get rewarded, what gets
tolerated, what gets punished? Identify the gap between espoused values (what we say) and enacted values
(what we do). For culture change: don't launch a 'culture initiative' — change the Systems, Structure, and Style
that produce the current culture, and the culture will follow. Focus on 3-5 specific behavioral shifts rather than
abstract value statements. Measure culture through behavioral indicators (decision speed, cross-functional
collaboration frequency, escalation patterns) not sentiment surveys.

Skills assessment: list the 5-7 capabilities the strategy requires and rate current proficiency (1-5) — the gaps
define the capability-building agenda. Style audit: how do senior leaders actually behave in meetings, crises,
and resource allocation decisions? Style sets the cultural tone more than any memao. If leaders say 'take risks'
but punish the first failure, the real style is risk-averse. Staff planning: do we have the right people in the right
roles? Use a 9-box grid (performance x potential) to identify development needs, redeployment opportunities,
and hiring gaps. The key integration question: are Skills, Style, and Staff all aligned with Strategy, or is one
lagging?
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Organizational Alignment

Framework Diagram Framework Purpose

ORGANIZATIONAL ALIGNMENT — Vertical & Horizontal Axes . Organizational Alignment ensures that strategy, people, processes, and customers are pulling in the
same direction — not working at cross-purposes. Misalignment is the hidden tax on execution: it doesn't

show up as a single failure but as chronic underperformance, slow decisions, internal friction, and the

Goal Cascade Value Stream persistent feeling that the organization is 'harder to run than it should be'
Every level connects Processes serve : o e . . .
to strategy STRATEGY customer needs . The model identifies two critical alignment axes: vertical alignment (strategy to people — does every
employee understand how their work connects to the strategic direction?) and horizontal alignment
Direction & (customers to processes — are internal operations designed to deliver what customers actually value?).
priorities Most organizations have one axis reasonably aligned and the other badly broken
. Provides the diagnostic lens for a question every CEO eventually asks: 'We have smart people and a
VERTICAL good strategy — why aren't we executing?' The answer is almost always alignment: the strategy exists
ALIGNMENT at the top but doesn't cascade into coherent goals, metrics, and incentives at every level. Or processes

are optimized for internal efficiency rather than customer value delivery

CUSTOMERS PROCESSES
ALIGNMENT
Needs, value & " i Operations &
experience Metrics & Incentives I‘L?fGIZr\l(:IINE-I;\?'II'- value delivery
Framework Development Approach
. Map vertical alignment first: trace the strategy from the executive team through divisional goals,
PEOPLE departmental objectives, team targets, and individual performance metrics. At each cascade level, ask:
'If this team achieved all its goals, would it demonstrably advance the strategy?' If the answer is unclear
Goals, skills & or no, you've found an alignment gap
- - behavior — . Map horizontal alignment: start from the customer's perspective. What do customers actually value?
Metric Chain Incentive Fit Then trace backward through your processes: which processes create that value? Which processes
KPIs drive strategy Rewards match . . . o . . .
atevery level strategic priorities exist for internal convenience but add no customer value? Misaligned processes are the single largest

source of organizational waste

. Look for 'alignment traps' — common patterns where organizations appear aligned but aren't: vanity
metrics that look good but don't drive strategy, inherited goals from prior strategies that no one has
updated, shared services that optimize for cost rather than the business units they serve, and 'strategic

If the incentive system conflicts with the strategy, the incentive system wins every time initiative' overload where 47 priorities means zero priorities

. Close alignment gaps through three mechanisms: cascaded goal-setting (vertical), process redesign
around customer value streams (horizontal), and aligned incentive systems (both). The most powerful
single intervention is usually fixing the incentive system — people do what they're rewarded for,
regardless of what the strategy says

Source: Labovitz & Rosansky
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Organizational Alignment

Framework Element

Definition

Analytic Approach

Vertical Alignment
(Strategy—People)

Horizontal Alignment
(Customer—Process)

Strategic Metrics & Cascading
KPIs

Incentive & Accountability
Systems

Alignment Diagnostic & Gap
Closure
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The degree to which the organization's strategic direction is translated into coherent, cascading
goals from the executive level through to front-line employees. Vertical alignment means every
person can answer: 'What is the strategy, and how does my work contribute to it?' When
vertical alignment is strong, employees make thousands of small daily decisions that are
consistent with strategic direction — without needing to be told. When vertical alignment is
weak, people are busy but uncoordinated, and local optimization produces global
suboptimization.

The degree to which internal processes are designed and operated to deliver what customers
actually value. Horizontal alignment crosses functional boundaries — it follows the customer
value stream from initial need through delivery and support, regardless of which department
owns each step. Misaligned organizations optimize within functions (fast engineering, efficient
operations) but create gaps, handoffs, and delays between functions that destroy value from
the customer's perspective.

The measurement system that translates strategic objectives into quantifiable targets at every
organizational level. Metrics are the operational definition of strategy — they tell people what
success looks like in their specific context. Good cascading KPIs have three properties: they're
logically connected to strategy (changing the KPI actually moves the strategy), they're
actionable at the level they're assigned (the person can influence them), and they're
measurable with existing or buildable data systems.

The formal and informal mechanisms that reward aligned behavior and create consequences
for misaligned behavior. Incentive systems are the strongest behavioral lever in organizations
— stronger than strategy documents, leadership speeches, or culture initiatives. The core
principle: people do what they're measured and rewarded for. If the incentive system conflicts
with the strategy, the incentive system wins every time. Accountability means clear ownership
of outcomes with both the authority to act and the consequences (positive and negative) of
results.

The systematic process of measuring alignment across both axes, identifying the most
damaging gaps, and implementing targeted interventions. Alignment is not a one-time project
— it's an ongoing discipline because organizations naturally drift out of alignment as strategies
evolve, markets shift, leaders change, and processes accumulate complexity. The diagnostic
should be conducted annually and after any major strategic shift, reorganization, or leadership
change.

Conduct an alignment audit: survey employees at 4+ levels and ask them to state the organization's top 3
strategic priorities. If answers diverge significantly across levels, vertical alignment is broken. Map the goal
cascade: Strategy — Business Unit goals — Department objectives — Team targets — Individual KPIs. At each
level, test logical consistency: do the lower-level goals, if achieved, necessarily advance the upper-level goals?
Remove orphan goals (goals inherited from prior strategies or created in isolation). Ensure every individual has
3-5 goals that directly connect to strategic priorities — not 15 goals that connect to everything and therefore
nothing.

Map the end-to-end customer value stream for your top 3 customer segments. Identify every handoff between
departments and measure: cycle time, error rate, and customer-visible delay at each handoff. Handoffs are
where value leaks out. Classify all processes into three categories: value-creating (directly produces what
customers pay for), value-enabling (necessary support that customers don't see), and non-value-adding (exists
for internal convenience only). Eliminate or automate non-value-adding processes. Redesign around customer
outcomes, not functional convenience. Assign end-to-end process owners who are accountable for
customer-visible metrics, not just functional metrics.

Start from 5-7 enterprise-level strategic metrics (not 47). For each, define the 2-3 driver metrics at the business
unit level, then the operational metrics at the team level. Test the logical chain: if Team X improves Metric Y by
20%, does that demonstrably improve the enterprise metric? If the connection is vague, the metric isn't aligned.
Avoid common metric traps: vanity metrics (look good but don't drive behavior), activity metrics (count inputs
instead of outcomes), and lagging-only metrics (tell you what happened but not what to do). Each level should
have a mix of leading indicators (predictive, actionable) and lagging indicators (outcome-confirming).

Audit the current incentive system against strategic priorities: for each strategic priority, is there a direct
incentive (compensation, promotion criteria, recognition) that rewards progress? For each incentive, does it
reinforce or undermine the strategy? Common misalignment: strategy says 'cross-sell' but sales compensation
rewards individual product revenue. Fix the top 3 incentive misalignments first — these create the most
behavioral distortion. Establish clear accountability: every strategic initiative has a single owner with decision
authority, resource access, and explicit success/failure criteria. Review accountability assignments quarterly —
accountabilities that don't get reviewed become theoretical.

Use a structured alignment assessment: rate each element on both axes (vertical and horizontal) on a 1-5
scale. Plot the results on an alignment matrix to visualize where the gaps are largest. Prioritize gaps by
strategic impact x feasibility: which alignment gaps, if closed, would create the most performance improvement
with available resources? Common gap-closure interventions: goal cascading workshops (vertical), value
stream mapping and redesign (horizontal), incentive restructuring (both), and communication campaigns
(vertical). Track alignment improvement through both process metrics (goal clarity scores, process cycle times)
and outcome metrics (execution speed, customer satisfaction, employee engagement). Accept that perfect
alignment is impossible — the goal is sufficient alignment to execute the strategy without excessive friction.
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Capability Maturity Model

Framework Diagram Framework Purpose

. The Capability Maturity Model (CMM) provides a five-level framework for assessing and improving

CAPABILITY MATURITY MODEL — Five Levels of Process Excellence organizational process maturity — the degree to which processes are defined, managed, measured, and

continuously optimized. It answers the question: 'How reliable is our ability to deliver consistent results at

scale?'
o OPTIMIZING . Immature organizations depend on heroics — individual brilliance compensates for broken processes.
Mature organizations embed excellence into process: results are predictable, scalable, and resilient to
Continuous personnel changes. CMM maps the journey from chaos to continuous improvement
. Beyond software (its origin), CMM applies to any organizational capability: product development,
ANTITATIVE Self-improving, . . . . . PP g
innovating customer service, sales operations, risk management. The diagnostic power is in identifying your actual
Measured maturity level — not where you think you are, but where your processes demonstrably operate under

stress
e DEFINED Data-driven,
predictable

Standardized

e MANAGED Org-wide process,
institutional

Repeatable

Framework Development Approach
Basic discipline,
project-level — . Assess current maturity honestly by examining what happens when things go wrong: does the
organization have a repeatable process (Level 2), or does each crisis get handled ad hoc (Level 1)? Can
processes be measured quantitatively (Level 4), or are they only qualitatively defined (Level 3)?

Chaotic, heroic, . . . . P .
unpredictable . Focus improvement on moving one level at a time. Jumping from Level 1 to Level 4 is impossible —

each level builds on the foundation of the one below. The most impactful transition for most
m m organizations is Level 1—2 (establishing repeatable processes) because it eliminates the
highest-variance failure modes
Paper maturity is the most common self-deception — measure maturity through outcomes, not . Prioritiz.e. capabiliti.e.s' by strategic importance: not every procelss needs to rgach Level 5. Core . .
documentation competitive capabilities should target Level 4-5; support functions may be fine at Level 3. Over-investing
in maturity for non-strategic processes wastes resources

. Measure maturity through outcomes, not documentation: a process at Level 3 isn't mature because
there's a manual — it's mature because people consistently follow it, results are predictable, and
Source: SEI/ Carnegie Mellon deviations are caught and corrected. Paper maturity is the most common self-deception
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Capability Maturity Model

Framework Element
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Level 1 — Initial (Ad Hoc)

Level 2 — Managed (Repeatable)

Level 3 — Defined (Standardized)

Level 4 — Quantitatively Managed

Level 5 — Optimizing (Continuous)
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Processes are chaotic, reactive, and dependent on individual heroics. Success
depends on the competence and effort of specific people rather than organizational
capability. There are no standardized processes — each project or task is handled
differently depending on who's involved. Results are unpredictable: the same type
of work may succeed brilliantly one time and fail catastrophically the next.
Knowledge walks out the door when key people leave.

Basic project management processes are established and the organization can
repeat earlier successes on similar projects. Key processes are defined at the
project level: planning, tracking, requirements management, and quality assurance.
Success is repeatable within project types but not necessarily transferable across
different types of work. The organization has basic discipline — commitments are
managed, status is tracked, and there's a concept of 'how we do things here.'

Processes are documented, standardized, and integrated across the organization
(not just within projects). There's an organizational standard process that projects
tailor to their specific needs. Process knowledge is institutional — it doesn't depend
on individuals. New team members can ramp up using documented processes and
training. Management has visibility into how work is done across the organization,
enabling better resource allocation and risk management.

Processes are measured using statistical and quantitative techniques. The
organization collects detailed process metrics, understands the sources of variation,
and can predict outcomes with statistical confidence. Management decisions are
data-driven: you can answer 'what is the probability of delivering on time?' with
actual numbers, not guesses. This level separates organizations that 'feel'
productive from those that demonstrably are.

The organization focuses on continuous process improvement driven by
quantitative feedback. Innovation and process optimization are embedded in the
culture — not as special initiatives but as the normal way of working. The
organization proactively identifies and deploys process improvements, technology
innovations, and new techniques. Defect prevention replaces defect detection. The
organization is a learning machine: each cycle of work generates data that improves
the next cycle.

March 2026

Diagnose Level 1 indicators: high variance in outcomes for similar work, heavy dependence on
specific individuals, no documented processes, repeated mistakes without learning, and
crisis-mode as the normal operating state. The first step up is NOT to document everything — it's
to identify the 3-5 most critical processes and establish basic repeatability. Ask: "What are the
things that, when they go wrong, hurt us the most?' Start there.

Establish the minimum viable process for core activities: documented steps, defined inputs and
outputs, clear ownership, and basic tracking. The '80/20 process rule': document the 20% of
process steps that prevent 80% of failures. Implement project-level tracking: are we on time, on
budget, and meeting quality standards? Train teams on the standard process and measure
adherence. Key transition metric: reduced outcome variance — the gap between best and worst
outcomes for similar work should narrow significantly.

Move from project-level to organization-level process standards: create a standard process library
that projects customize. Establish a process group or center of excellence responsible for
maintaining and improving standards. Implement cross-project learning: how do lessons from one
project flow to others? Build training programs around the standard processes. Key transition
metric: new team member ramp-up time should decrease significantly, and process execution
should be consistent across teams.

Define key process metrics for each critical process: cycle time, defect rate, throughput, variance.
Collect data systematically — not just for reporting but for statistical analysis. Use control charts to
distinguish normal process variation from special-cause variation. Build predictive models: given
current process metrics, what's the likely outcome? Investigate and address root causes when
metrics fall outside control limits. Key transition metric: ability to provide quantitative predictions
with known confidence intervals.

Establish systematic improvement processes: regular analysis of process data to identify
improvement opportunities, structured experiments to test improvements, and rapid deployment of
proven enhancements. Foster a culture of experimentation: teams are expected to propose and
test process improvements, not just follow the standard process. Use root-cause analysis not just
for failures but for successes — understand why things went well so you can replicate it. Key
metrics: improvement rate (how quickly processes get better) and innovation cycle time (how
quickly new techniques move from idea to standard practice).
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Operating Model Design

Framework Diagram

OPERATING MODEL — Four Pillars of Execution Architecture

STRATEGY — What we want to achieve — Operating Model — How we deliver it

Framework Purpose

An Operating Model is the blueprint for how an organization creates and delivers value on a daily basis — it
bridges the gap between strategy (what we want to achieve) and execution (how work actually gets done).
Strategy without an operating model is a wish list; an operating model without strategy is efficient at the wrong
things

Operating Model Design forces answers to the questions that most organizations leave implicit: What are our core

value-creating processes? How do we organize people and capabilities around them? What technology enables
PROCESS ORGANIZATION TECHNOLOGY PEOPLE & them? How do decisions get made? What governance ensures alignment? Making these explicit reveals the gaps
ARCHITECTURE & GOVERNANCE & DATA CAPABILITY and contradictions that cause chronic execution friction
* The framework is essential during any major transformation: M&A integration, digital transformation, geographic
expansion, or business model pivot. In each case, the existing operating model was designed for a different
strategy and must be deliberately redesigned — not just patched — to support the new direction
Core value chain Structure, roles Platforms, systems Skills, culture
& workflows & decisions & integration & talent
What work flows Who decides? What systems What skills Framework Deve|°pment Approach
end to end? Who owns? enable it? are needed?
J » Start from the value chain: what are the 5-7 core end-to-end processes that create value for customers? Map these

processes before organizing around them. Most operating model failures come from organizing first (drawing boxes
on an org chart) and then trying to make processes work within a structure that wasn't designed for them

_ » Design the four pillars in sequence: (1) Process architecture — how work flows end to end. (2) Organization &
DECENTRALIZED [RERNEEWErE Y ..

governance — how people are structured and decisions get made. (3) Technology & data — what platforms and
information systems enable the processes. (4) People & capabilities — what skills and culture are required. Each
pillar must reinforce the others

BACKBONE CHOICE

CENTRALIZED Efficiency & control FEDERATED Balance of both

DESIGN PRINCIPLES: Explicit rules that guide daily decisions without escalation — strategy made operational

« Define the operating model's 'backbone choice': centralized (efficiency, control, consistency), decentralized (speed,
autonomy, local adaptation), or federated (shared services + business unit autonomy). This is the single most
consequential design decision — it shapes every other element. The right choice depends on your strategy: cost
leadership favors centralization, differentiation favors decentralization

Strategy without an operating model is a wish list — an operating model without strategy is efficient at
the wrong things

» Build the Target Operating Model (TOM) with explicit design principles — not just a structure chart but a set of rules
that guide ongoing decisions: 'Customer-facing decisions made closest to the customer,’ 'Shared services own
platforms, business units own outcomes,' 'Data flows freely, authority requires governance.' Principles prevent the
operating model from drifting back to legacy patterns

Source: Consulting practice
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Value Chain & Process
Architecture

Organization & Governance

Technology & Data Architecture

People & Capability Model

Design Principles &
Implementation
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The end-to-end flow of activities that create, deliver, and capture value for
customers. Process architecture defines which activities the organization performs,
how they connect, where handoffs occur, and which processes are core
(competitive differentiators) versus context (necessary but not differentiating). Core
processes justify custom design and investment; context processes should be
standardized, automated, or outsourced.

How people are grouped, how decision-making authority is distributed, and how
coordination happens across boundaries. Organization design includes: structure
(functional, divisional, matrix, network), reporting relationships, spans of control, and
coordination mechanisms. Governance defines: what decisions are made where,
who has authority, what requires escalation, and how cross-cutting initiatives are
prioritized and resourced.

The technology platforms, systems, data flows, and digital capabilities that enable
the operating model's processes and decisions. Technology architecture includes:
core platforms (ERP, CRM, etc.), integration layer (how systems communicate),
data architecture (single source of truth, data governance, analytics), and digital
capabilities (automation, Al/ML, self-service). Technology should be designed to
serve the process architecture, not the other way around.

The workforce composition, skills, culture, and talent management practices
required to operate the target model. This includes: capability requirements (what
skills are needed), sourcing strategy (build, buy, borrow, or automate), role design
(how work is bundled into jobs), career pathways, and culture requirements. The
people model must match the process and organization design — a complex matrix
organization requires different capabilities than a simple functional structure.

The explicit rules and guidelines that govern how the operating model is designed,
operated, and evolved over time. Design principles translate strategic intent into
operational rules that guide hundreds of daily decisions without requiring escalation.
Implementation is the transition from current to target operating model — typically a
12-24 month journey with phased milestones.

March 2026

Map the top 5-7 end-to-end processes using a Level 1 process map: major activities, inputs,
outputs, and handoffs. Classify each process as core (differentiator — invest and customize),
context (necessary — standardize and automate), or non-essential (eliminate or outsource). For
core processes, conduct detailed process design: cycle time, quality metrics, automation
opportunities, and decision points. For context processes, benchmark against industry standards
and consider shared services or outsourcing. Design around customer value streams, not
functional silos.

Choose the backbone: centralized (efficiency), decentralized (speed), or federated (balance).
Design the structure to minimize coordination costs for the most critical processes — the org chart
should make it easy for people to do what the strategy requires. Define a RAPID or RACI for the
top 20 decisions that most impact strategy execution. Establish governance bodies with clear
mandates: what they decide, what they advise, and what they don't touch. Minimize layers: every
layer adds latency and information loss. Target 5-7 direct reports per manager.

Map technology to processes: for each core process, what systems enable it, where are the
manual workarounds (indicating technology gaps), and where is data trapped in silos? Define the
target technology architecture based on process needs, not vendor pitches. Prioritize integration
over point solutions — disconnected systems create data silos that undermine decision-making.
Establish data governance: who owns each data domain, what's the single source of truth, how is
data quality measured? Build a technology roadmap that sequences investments by process
criticality.

Conduct a capability gap analysis: for each core process, what capabilities are required vs. what
exists today? Develop a sourcing strategy for each gap: build (train existing staff), buy (hire),
borrow (contractors/consultants), or automate (technology replaces the need). Redesign roles to
match the target operating model — don't just add responsibilities to existing roles. Define the
cultural attributes the operating model requires and align HR systems (hiring, performance
management, promotion) to reinforce them.

Define 8-12 design principles that capture the operating model's intent. Validate principles against
real scenarios: do they produce the right answer for the last 10 contentious decisions? Phase the
implementation: (1) Quick wins — changes achievable in 0-3 months that build credibility. (2)
Structural changes — 3-12 months for org redesign and process reengineering. (3) Capability
building — 12-24 months for technology deployment and culture shift. Track implementation
through leading indicators (process adoption, decision speed) not just lagging indicators (financial
results).
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Decision Rights Architecture (RAPID)

Framework Diagram Framework Purpose

« Decision Rights Architecture solves the most pervasive execution problem in organizations: ambiguity about who
actually makes decisions. Bain's RAPID framework assigns five distinct roles — Recommend, Agree, Perform, Input,
Decide — to every critical decision, eliminating the diffusion of responsibility that causes organizational paralysis

RAPID DECISION RIGHTS — Who Does What in Every Critical Decision

* Most companies don't have a strategy problem, they have a decision problem. McKinsey research shows that

N organizations making decisions effectively are 3x more likely to outperform. RAPID forces explicit assignment:
exactly one 'D' (Decision maker) per decision, clear 'A' roles (who has veto power), and defined 'R' (who drives the
recommendation). When everyone thinks they're the decision maker, nobody is

» The framework is particularly powerful for cross-functional decisions where matrix organizations create natural
ambiguity. Product launches, pricing changes, market entry, technology investments — these all involve multiple

RECOMMEND AGREE PERFORM INPUT DECIDE h . e . L. . . . . .
e L Lo Lol functions with legitimate stakes. RAPID doesn't eliminate disagreement; it channels it productively by making clear
Drives process, Veto power over Executes after Provides data & Makes the final who prOVideS inpUtv who can bIOCk! and who UItimater calls the shot
frames alternatives recommendation decision is made perspective call — one person
[ Exactly ONE per decision ] l Minimize ruthlessly ] Include early for feasibility [ Right to be heard # veto ] [Lowest level with perspective]

V.

Framework Development Approach

DECISION FLOW » Map critical decisions: Start with the 20-30 decisions that most impact strategy execution. For each decision,

document: what exactly is being decided, the frequency, the typical timeline, and the current (often implicit) process.

Focus on decisions where speed, quality, or clarity is currently lacking — those are the highest-value targets

COMMON FAILURE MODES « Assign RAPID roles explicitly: R (Recommend) — drives the process, frames alternatives, gathers input, develops

X Wutiple D's — nobody X 700 many A's — X acts as shadow D — X b t00 senior — X No R assigned — the recommendation. Only one R per decision. A (Agree) — has formal veto power. Use sparingly; every A slows the
actually decides veto gridlock participation # authority slows everything nobody drives process . . . .. .
process. Reserved for legal, compliance, or strategic risks. P (Perform) — executes after the decision is made. |
(Input) — provides data, analysis, or perspective. D (Decide) — makes the final call. Exactly one D per decision. The
D should be the lowest level with the right perspective, not the highest-ranking person
Organizations that decide effectively are 3x more likely to outperform — most don't have a strategy +  Stress-test the assignments: Run three recent decisions through the new RAPID assignments. Ask: Would this have
problem, they have a decision problem been faster? Better? Would the right information have reached the D? Common failure modes: too many A roles
(creates bottleneck), D too senior (creates delays), R unclear (nobody drives the process), | roles feeling like they
should be A (participation # veto power)
» Codify and communicate: Document RAPID assignments in a decision rights matrix accessible to all. Review
Source: Bain & Company quarterly — as strategy shifts, decision rights must shift. The goal is not rigid bureaucracy but clear accountability.
When a decision needs to be made, everyone knows who does what without a meeting to decide how to decide
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Recommend (R)

Agree (A)

Perform (P)

Input (1)

Decide (D)
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The person or team responsible for driving the decision process: framing the
problem, gathering input, developing alternatives, and presenting a
recommendation to the Decision maker. The R owns the process end-to-end. There
should be exactly one R per decision — dual R assignments create confusion about
who is actually driving. The R doesn't need to be the most senior person; they need
to be closest to the information and have the analytical capability to frame the
choice well.

A formal veto role — the A can block a recommendation before it reaches the D.
This is the most dangerous role in RAPID because every A adds friction and time. A
roles should be reserved for genuine risk gates: legal compliance, regulatory
requirements, financial thresholds, or strategic boundaries. The A doesn't need to
love the recommendation; they only block it if it violates a non-negotiable constraint.
If an A is blocking frequently, the constraint may be poorly defined or the Ais
overstepping.

The people or teams responsible for executing the decision once it's made. P roles
don't participate in making the decision (unless also assigned | or R), but they must
be able to execute it. The biggest failure mode is making decisions without
considering implementation capacity — brilliant decisions that can't be executed are
worthless. P roles should be identified during the recommendation phase so the R
can factor execution feasibility into alternatives.

People who provide information, analysis, data, or perspectives that inform the
recommendation. | roles have a right to be heard but not a right to decide or veto.
This distinction is critical and the most common source of RAPID failure: people
assigned | roles who behave as if they have A or D authority. Input should be
structured — the R should specify what input is needed, in what format, by when —
not open-ended 'what do you think?' requests.

The single person who makes the final decision. Not a committee. Not 'leadership.'
One human being with the authority and accountability to say yes or no. The D
should be the lowest organizational level with sufficient perspective — pushing D up
the hierarchy slows decisions and signals distrust. A CEO making product feature
decisions is a misassigned D. The D commits to the decision publicly and takes
accountability for outcomes, even when acting on the R's recommendation.
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Assign R to the person with the deepest domain knowledge and strongest analytical skills for this
type of decision. The R should have credibility with the D and access to the | roles. Evaluate
current R effectiveness: Are recommendations well-framed with clear alternatives? Do they arrive
on time? Do they include the right data? If the R is consistently overridden by the D, either the R is
poorly assigned or the D is micromanaging — both need fixing.

Minimize A roles ruthlessly — most decisions need zero or one A at most. For each proposed A,
ask: 'What specific, non-negotiable constraint would they enforce?' If you can't articulate it in one
sentence, it's not an A—it's an |I. When A blocks a recommendation, require a written rationale
referencing the specific constraint. Track A block rates: if any A blocks more than 20% of
recommendations, the constraint may be too broad or the A is acting as a shadow D.

Include P roles early in the recommendation process — not for decision input, but for feasibility
assessment. The R should validate with P roles: 'If we decide X, can you execute by Y date with Z
resources?' This prevents the common failure of decisions made in conference rooms that are
impossible to implement. After the D decides, the P roles need a clear brief: what was decided,
why, timeline, resources, and success criteria. Track execution lag — the time between D deciding
and P beginning — as a key health metric.

Define input requirements at the start: 'l need customer impact analysis from Marketing by Friday'
not 'Marketing, any thoughts?' Set clear input windows with deadlines — after the window closes,
the R proceeds with available information. Address the political reality that senior leaders assigned
| often feel entitled to D authority. Have an explicit conversation: 'Your expertise on X is critical
input, and the recommendation will be stronger because of it. The D role sits with Y because they
have the cross-functional perspective needed.' Track input quality: Is the right input reaching the
R? Is it timely? Is it actionable?

Assign D to the lowest level with adequate perspective, not the highest level with interest. The D
should be able to articulate: the recommendation, the key alternatives considered, the main risks,
and why they chose this path. If the D is routinely rubber-stamping R recommendations, the D
may be too senior (consider pushing D down). If the D is routinely overriding R, either R is poorly
assigned or D is micromanaging. Track decision quality: what percentage of D decisions achieve
their intended outcomes within the expected timeframe? This is the ultimate health metric for the
entire RAPID system.
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Incentive System Design

Framework Diagram Framework Purpose
INCENTIVE SYSTEM DESIGN — Aligning Rewards with Strategy * Incentive System D§S|gn addresses thg most predictable execution failure: "You get what you measu.re and
reward, and you reliably get the opposite of what you hope for but don't measure.' Steve Kerr's classic 'On
the Folly of Rewarding A While Hoping for B' remains the definitive diagnosis — organizations routinely
STRATEGIC OBJECTIVES What must we achieve? design incentive systems that actively undermine their stated strategy
Market share  Revenue growth - Innovation rate « Customer NPS i\ Gaming: optimizing metric, . The framework goes beyond S|mplg pay for perf(‘)rma.nce. thinking to architect a complete behavioral
not outcome alignment system. It maps the chain from strategic objectives — measurable outcomes — observable
A i\ Crowding out intrinsic behaviors — reward mechanisms — unintended consequences. Every link in this chain is a potential failure
motivation point: wrong metrics, lagging indicators, gaming opportunities, or rewards that motivate the wrong behaviors
MEASURABLE OUTCOMES How do we know? R . . . . . . . L
I\ Sub-optimization: local + Effective incentive design requires understanding three behavioral realities: (1) people optimize for what's
Leading indicators - Lagging indicators - 3.5 per role max wins, g'°b_‘-’| '°sfe_s _ measured, not what's intended, (2) intrinsic motivation is fragile and can be crowded out by clumsy extrinsic
!\ Sandbagging: hiding capacity rewards, (3) the gap between designed incentives and perceived incentives determines actual behavior. If
to lower targets . . .
employees believe promotions go to those who play politics regardless of what the comp plan says, the
" " comp plan is irrelevant
OBSERVABLE BEHAVIORS What actions drive PP
outcomes?
KERR'S INSIGHT
Cross-sell conversations « Code reviews « Customer follow-ups . Vewgai wha.t Votleward
You reliably get the opposite of what you hope for but
don't measure."
Framework Development Approach
REWARD MECHANISMS What reinforces behaviors? p pp
For every metric ask: . . . i o . . = o
Financial - Recognition - Career + Social "If someone wanted to maximize * Map the strategy-to-behavior chain: Start with 3-5 strategic objectives. For each, identify the specific outcomes that indicate
this while doing minimum actual progress, the observable behaviors that drive those outcomes, and the current rewards (formal and informal) for those
J value, how would they behave?" behaviors. Then honestly assess: do current rewards actually reinforce the desired behaviors? In most organizations, the
answer to this question is 'partially at best'
FEEDBACK LOOP Metrics 1 but outcomes flat? Outcomes 1 but metrics flat? Metrics + Outcomes 12 +  Design the incentive architecture across four layers: (1) Compensation — base, variable, equity, benefits. (2) Recognition —
— Gaming — Wrong metric — System working formal awards, informal praise, visibility. (3) Career — promotion criteria, development opportunities, challenging
assignments. (4) Social — team norms, peer expectations, cultural signals. Most organizations over-index on compensation
Designed incentives # perceived incentives — the gap between these determines actual behavior, not and under-invest in the other three, which often have greater behavioral impact
the comp plan document » Stress-test for unintended consequences using the 'What would a rational optimizer do?' test. For every metric, ask: 'If

someone wanted to maximize this metric while doing the minimum actual value creation, how would they behave?' This
reveals gaming opportunities. Classic examples: call center reps hanging up to reduce handle time, salespeople
sandbagging Q4 deals to hit Q1 quotas, engineers shipping buggy code to meet velocity targets

» Build feedback loops and recalibration mechanisms: Review incentive effectiveness quarterly by tracking both the metric
AND the underlying behavior/outcome it's supposed to drive. When metrics improve but outcomes don't, the incentive is
Source: Behavioral economics / Kerr being gamed. When outcomes improve but metrics don't, the metric is wrong. Adjust design iteratively — no incentive
system is right on the first try
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The explicit connection between organizational strategy and what gets measured,
rewarded, and reinforced. This is where most incentive systems fail — there's a stated
strategy but the actual incentive system evolved organically over years without
deliberate alignment. The alignment layer requires translating strategic objectives into

measurable outcomes, then identifying the specific behaviors that drive those outcomes.

Each link must be validated: does this behavior actually cause this outcome? Does this
metric actually capture this behavior?

The selection, weighting, and calibration of performance metrics. Metric architecture
determines what behaviors the incentive system actually drives, regardless of stated
intent. Key design principles: balance leading and lagging indicators (leading =
behaviors you can influence now, lagging = outcomes you want eventually), combine
quantitative and qualitative measures, limit to 3-5 metrics per role (more creates
diffusion), and include at least one team/collective metric to prevent sub-optimization.

The full portfolio of rewards — not just compensation — that the organization deploys to
reinforce desired behaviors. Four categories: (1) Financial — base pay, bonuses, equity,
profit sharing. (2) Recognition — awards, visibility, praise, public acknowledgment. (3)
Career — promotions, high-profile assignments, development opportunities, increased
autonomy. (4) Social — status, belonging, team dynamics, cultural inclusion. Research
consistently shows that for knowledge workers, career and social rewards often drive
more behavior change than financial rewards above a sufficiency threshold.

A systematic process for identifying and mitigating the predictable gaming, distortion,
and perverse incentives that every incentive system creates. This is not a nice-to-have
— it's the most critical design element. Goodhart's Law ('When a measure becomes a
target, it ceases to be a good measure') applies to every metric-based incentive. The
question is not whether gaming will occur but how damaging it will be and how quickly
you'll detect it.

The ongoing process of measuring incentive system effectiveness and adjusting design
based on observed behavior and outcomes. Static incentive systems decay rapidly as
people learn to optimize for them. The recalibration loop tracks three things: (1) Are the
metrics moving in the intended direction? (2) Are the underlying behaviors actually
changing? (3) Are the strategic outcomes actually improving? Divergence between
these three signals reveals where the system is working and where it's failing.

March 2026

Create a formal strategy-to-incentive map for each role: 'Our strategy requires X — which depends
on outcome Y — which is driven by behavior Z — which is currently rewarded/not rewarded by
mechanism W." Identify misalignments explicitly. The most common: strategy says 'innovate' but
rewards say 'don't fail." Strategy says 'collaborate cross-functionally' but rewards are purely
individual. Strategy says 'long-term value' but incentives are quarterly. Fix the loudest
misalignments first — they send the strongest signals.

For each metric, document: (1) What behavior does this metric intend to drive? (2) How could
someone game this metric? (3) What's the lag between behavior and metric movement? (4)
What's the measurement reliability? Apply the 'newspaper test': would you be comfortable if this
metric and how people optimize for it appeared on the front page? Weight metrics by strategic
importance, not ease of measurement — the most important things are often hardest to measure,
and defaulting to easily measurable creates systematic misalignment.

Audit the full reward portfolio for each critical role. Map formal rewards (what the policy says)
against perceived rewards (what employees believe actually gets rewarded). The gap between
these is where behavior diverges from intent. Design reward timing to match behavior timing: don't
use annual bonuses to reinforce daily behaviors. Use immediate recognition for behaviors,
periodic bonuses for outcomes, and career progression for sustained performance patterns.
Ensure rewards are visible enough to signal what the organization values — a reward nobody
knows about creates no incentive effect.

For every metric and reward, run the 'Rational Optimizer Test': assume employees are intelligent
people who will find the easiest path to maximizing their rewards. How would they game each
metric? What behaviors would that gaming produce? Which of those behaviors are harmful?
Design countermeasures: pair metrics (quality + speed), add qualitative manager assessment, cap
individual metrics to prevent extreme optimization, and build in 'clawback' mechanisms for
outcomes that don't materialize. Create a 'gaming watch list' and review it quarterly.

Establish a quarterly incentive health review. Metrics: track metric performance AND underlying
outcome performance separately. If metrics improve but outcomes don't — gaming is occurring. If
outcomes improve but metrics don't — wrong metrics. If neither improves — wrong behaviors
targeted or insufficient reward magnitude. Survey employees quarterly on two questions: '"What
behaviors do you believe are actually rewarded here?' and 'What would you change about how
performance is recognized?' The gap between designed incentives and perceived incentives is the
most important diagnostic in the system.

Strategy Frameworks - Layer5/7




Execution & Transformation — Advanced

Al /| Agentic Operating Models

Framework Diagram Framework Purpose

» Al/Agentic Operating Models represent the next frontier of organizational design — moving beyond 'Al as tool' to 'Al
as teammate and autonomous agent.' The shift is fundamental: traditional operating models assume humans do the
work and technology supports them. Agentic models assume Al agents can own entire workflows, make decisions
within defined guardrails, and collaborate with humans in fluid team structures where the human-to-agent ratio is a
key design variable

» This framework addresses the hardest question facing every organization: not 'should we use Al?' but 'how do we
redesign our operating model when Al agents can perform knowledge work autonomously?' The answer requires

rethinking five dimensions simultaneously: work decomposition (what tasks can agents own?), governance (who

Al / AGENTIC OPERATING MODELS — Human-Agent Collaboration Architecture

COPILOT SUPERVISED AUTONOMOUS ORCHESTRATED Iy . )
| u - oversees agent decisions?), talent architecture (what do humans do when agents handle the routine?), technology
H—A A—HV Ac A—A-A infrastructure (how do agents access systems and data?), and risk management (what happens when agents make
mistakes?)
Agent assists human Agent executes, Agent owns workflow Multi-agent teams, . . . . L .
with drafts & analysis human reviews within guardrails human manages » The organizations that will win are not those that bolt Al onto existing processes but those that redesign the

- operating model around human-agent collaboration. This means treating agent capability as a design variable, not
“ an afterthought — and accepting that the optimal operating model in 2026 looks radically different from the one that

worked in 2020

EVOLUTION DIRECTION
AGENT AUTHORITY LEVELS
Human Only Recommend Act + Notify Full Autonomy FrameWOI"k Development ApproaCh
Agent informs Agent proposes, human acts Agent acts, human reviews Agent decides & acts . . . 3 ) X .
* Conduct a work decomposition audit: Map every major workflow and classify each task along two dimensions — cognitive
[ Autonomy risk: LOW ][ Autonomy risk: MED-LOW ][ Autonomy risk: MED-HIGH ][ Autonomy risk: HIGH ] complexity (routine — novel) and judgment requirements (rule-based — contextual). Tasks that are routine AND rule-based
— Lower risk / Slower Higher risk / Faster — are immediate agent candidates. Tasks that are novel AND contextual remain human-centric.
< Design the agent governance framework: Every autonomous agent needs three things: a defined scope of authority (what
WORK DECOMPOSITION MATRIX decisions can it make independently?), escalation triggers (when must it involve a human?), and audit trails (how do we
AUTOMATE AUGMENT COLLABORATE HUMAN-LED verify what it did and why?). The governance model must balance speed against risk. Start with narrow authority and widen
Routine + Rule-based Routine + Contextual Novel + Rule-based Novel + Contextual based on demonstrated reliability — this is the same principle used for new human employees
— Agent owns (L1-L2) — Copilot/Supervised — Supervised/Autonomous — Hmr\ with Al s&ppon

« Architect the human-agent collaboration model: Define four collaboration patterns: (1) Agent-assists-human (copilot mode
— agent provides drafts, recommendations, analysis), (2) Human-supervises-agent (agent executes, human reviews and

, , - ., , approves), (3) Agent-owns-workflow (full autonomy within guardrails, human monitors exceptions), (4) Multi-agent
The optimal operating model treats agent capability as a design variable — not a tool bolted onto orchestration (agents collaborate with each other, human manages the agent team).

existing processes ) . ) S . . .
< Build the capability evolution roadmap: Agent capabilities improve rapidly, so the operating model must be designed for

continuous evolution. Establish a quarterly review cycle: Which tasks currently in pattern 1 (copilot) can move to pattern 2
(supervised)? Which pattern 2 tasks can move to pattern 3 (autonomous)? What new tasks can agents now handle that
they couldn't last quarter? This creates a predictable cadence of operating model evolution rather than disruptive

Source: Emerging practice .
reorganizations
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A systematic classification of organizational work along two dimensions: cognitive complexity
(from routine/repetitive to novel/creative) and judgment type (from rule-based/codifiable to
contextual/experiential). This matrix reveals which work can be delegated to Al agents
immediately, which requires human-agent collaboration, and which remains fundamentally
human. The decomposition must be granular — at the task level, not the job level — because
most jobs contain a mix of agent-ready and human-essential tasks.

The system of rules, boundaries, and oversight mechanisms that define what Al agents can
and cannot do autonomously. Governance must balance three competing objectives: speed
(agents are valuable because they're fast), quality (agents must meet accuracy and
consistency standards), and safety (agent errors must be bounded and recoverable). The
framework specifies decision authority levels, escalation triggers, audit requirements, and
rollback procedures for each agent deployment.

Four distinct models for how humans and Al agents work together, each appropriate for
different types of work: Copilot (agent assists human with drafts, analysis, recommendations),
Supervised (agent executes with human review/approval), Autonomous (agent owns the
workflow end-to-end within guardrails), and Orchestrated (multiple agents collaborate, human
manages the agent team). The operating model must support all four patterns simultaneously,
as different workflows will use different patterns — and individual workflows may evolve
through the patterns over time.

The fundamental rethinking of human roles, skills, and career paths in an organization where
Al agents handle an increasing share of knowledge work. This is not about 'reskilling' — it's
about redesigning what humans do to focus on uniquely human value: complex judgment,
relationship building, creative problem-solving, ethical oversight, and strategic thinking. The
talent architecture must answer: What do humans do when agents handle the routine? How do
career paths work when the tasks that trained junior employees are now done by agents?

A structured plan for continuously expanding Al agent capabilities and adjusting the operating
model accordingly. Unlike traditional transformation roadmaps that target a fixed end state, the
capability evolution roadmap assumes continuous change — agent capabilities improve
quarterly, and the operating model must evolve in sync. The roadmap tracks three vectors:
expanding the scope of tasks agents can handle, deepening the authority level agents operate
at, and increasing the sophistication of human-agent collaboration patterns.

Map the top 50-100 tasks by volume across the organization. For each, score cognitive complexity (1-5) and
judgment codifiability (1-5). Plot on the matrix. Tasks scoring 1-2 on both dimensions are immediate automation
candidates. Tasks scoring 4-5 on both remain human. The strategic design work is in the 2-4 zone: design
specific human-agent collaboration patterns for each cluster. Update quarterly as agent capabilities improve —
today's 'requires human' is often next quarter's ‘agent-ready.’

Define four authority levels for agent decisions: Level 1 (Full autonomy — agent decides and acts, logged for
audit), Level 2 (Act then notify — agent decides and acts, human reviews after), Level 3 (Recommend then wait
— agent proposes, human approves before action), Level 4 (Human only — agent provides information, human
decides and acts). Assign each agent task to an authority level based on: reversibility of the action, financial
exposure, customer impact, and regulatory requirements. Start conservative and expand authority based on
demonstrated performance.

For each major workflow, determine the current appropriate pattern and the target pattern (12-month horizon).
Design the transition path: What must improve (agent accuracy, data quality, governance maturity) to move
from Copilot to Supervised? From Supervised to Autonomous? Build the infrastructure to support all four
patterns: collaboration interfaces for Copilot, review/approval queues for Supervised, monitoring dashboards for
Autonomous, and orchestration platforms for multi-agent. Track the pattern distribution across the organization
as a key operating model metric.

Identify three new role categories: Agent Trainers (people who configure, prompt, and improve agent
performance), Agent Supervisors (people who oversee agent work, handle escalations, and ensure quality),
and Strategic Problem-Solvers (people who handle novel, high-complexity work that requires uniquely human
judgment). Map existing roles to these categories. Address the ‘junior talent pipeline’ problem: if agents handle
entry-level work, how do people develop expertise? Design apprenticeship models where juniors work
alongside both senior humans and agents.

Establish a quarterly Agent Capability Review: (1) What new capabilities have agents demonstrated this
quarter? (2) Which tasks currently requiring human involvement could now be delegated? (3) Which authority
levels should be expanded? (4) What new governance guardrails are needed? Build a maturity model with four
stages per workflow: Manual (human only), Assisted (copilot), Supervised (agent executes, human approves),
Autonomous (agent owns). Track each workflow's current stage and target next stage. Accept that this is a
permanent operating rhythm, not a one-time transformation — the 'end state' is continuous evolution.
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Org Network Analysis (ONA)

. Framework Purpose
Framework Diagram
« Organizational Network Analysis reveals the invisible architecture of how work actually gets done — which is almost
never how the org chart says it should. By mapping information flows, decision pathways, and collaboration

ORG NETWORK ANALYSIS — The Invisible Architecture of How Work Gets Done
patterns, ONA identifies the real power brokers, bottlenecks, and isolated clusters that determine organizational

’ N performance. The formal hierarchy is the skeleton; the network is the nervous system
NETWORK MAP (ILLUSTRATIVE NETWORK ROLE ARCHETYPES - ) " o .
{ ) _ * ONA answers critical questions that traditional organizational analysis cannot: Who are the connectors that hold the
@ Central Connector Protect & distribute load organization together? Where are the bottleneck individuals whose departure would fragment entire workflows?
S o Which teams are isolated silos with no cross-boundary collaboration? Where do decisions get stuck? The answers
SN _ - @ Boundary Spanner  Recognize & reward frequently surprise senior leadership — the most important people in the network are often not the most senior
e’ » The framework is particularly powerful for three use cases: (1) Transformation design — knowing the real network
@® Broker Value-adding vs bottleneck? . . . . . . .
] helps you design change interventions that work with the informal power structure, not against it. (2) Talent strategy
] — identifying and protecting critical connectors, developing bridge builders, and reducing single-point-of-failure
Peripheral Specialist Connect to decision-makers . ) . . N
dependencies. (3) Integration — post-merger or post-reorg, ONA reveals whether intended collaboration is actually
happening
KEY CENTRALITY METRICS
Degree # of connections
Betweenness Brokerage power
Framework Development Approach
Closeness Info access speed . . . . . .
* Map the network: Collect data through surveys (who do you go to for information, decisions, advice, innovation?),
Eigenvector Influence via connections communication metadata (email, messaging, meeting patterns), and workflow analysis. Build a network graph with nodes
Cenlral Connector Eﬁoundary Spanner Peripheral Isolate -C‘usler member (people/teams) and edges (interaction types). Use at least three network questions to capture different relationship types —
\ J information flow, decision authority, and trust/advice relationships often show very different patterns
» Calculate network metrics: Degree centrality (how connected is each node?), betweenness centrality (who sits on the
_ ? i ickly?
NETWORK PATHOLOGIES TO DIAGNOSE slhortte§t path tf)f(.atyve(tanhothetlrshtl t:e.tbroktlars. I) closen’)essldcerl‘.(ra.llt? (vc\;hotcaln reach ?veryonhg (;Isde mostfl::.ckr:y ?), and
Over-centralization Siloization Hierarchy Dependence Peripheral Expertise clustering coetticien ( ow tigntly knit are focal groups: ) ) el:] Ify' ( ) entral connectors — hig _egree '9
O S, Y Ay betweenness, (2) Boundary spanners — connect otherwise isolated clusters, (3) Bottlenecks — high betweenness but low
fragile, bottlenecked connections — slow formal reporting well-connected CapaCitM (4) Peripheral isolates - IOW degree' at I'iSk Of disengagement

e =IO + Diagnose network pathologies: Over-centralization (too much depends on a few nodes — fragile), Siloization (clusters with

no cross-boundary connections — slow), Hierarchy dependence (information flows only through formal reporting lines,
The org chart is the skeleton — the network is the nervous system. Most important people in the Peripheral expertise (the smartest people aren't well-connected — wasteful). For each pathology, design targeted
network are often not the most senior interventions: create cross-functional forums, reassign boundary spanners, establish skip-level information channels

« Monitor network health over time: Run ONA quarterly or semi-annually to track evolution. Key health indicators: network
density (is overall collaboration increasing?), cross-silo connections (are bridges forming?), bottleneck reduction (are critical
Source: Org science / Rob Cross dependencies being distributed?), integration speed (after reorgs, how quickly do new connections form?). ONA is not a
one-time diagnostic — it's an ongoing organizational health monitor
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The systematic process of making invisible organizational relationships visible through data.
Network mapping combines survey data (asking people about their work relationships),
communication metadata (email, messaging, and meeting patterns), and workflow analysis
(who collaborates on what deliverables). The output is a network graph where nodes represent
people or teams and edges represent relationships, weighted by frequency and importance.
Multiple relationship types should be mapped separately — who you go to for information is
often different from who you go to for decisions or innovation.

Quantitative measures that identify the most structurally important nodes in the network. Four
primary metrics: Degree centrality — how many connections a node has (popularity/activity).
Betweenness centrality — how often a node sits on the shortest path between other nodes
(brokerage power). Closeness centrality — how quickly a node can reach all other nodes
(information access speed). Eigenvector centrality — being connected to other well-connected
nodes (influence through association). Together, these metrics reveal who really holds power,
regardless of formal title.

Four critical network roles that every healthy organization needs: Central Connectors — highly
connected individuals who serve as information hubs and relationship anchors. Boundary
Spanners — people who bridge otherwise disconnected groups, enabling cross-silo
collaboration. Brokers — individuals with high betweenness who control information flow
between groups (powerful but potentially bottlenecking). Peripheral Specialists — people on
the network edges with deep expertise who are under-connected and at risk of disengagement
or departure. Identifying these roles enables targeted organizational interventions.

Systematic identification of structural problems in the organizational network that impair
performance. Four primary pathologies: Over-centralization — too much depends on a few
nodes, creating fragility and bottlenecks. Siloization — clusters with no cross-boundary
connections, preventing information flow and collaboration. Hierarchy dependence —
information flows only through formal reporting lines, adding latency and filtering. Peripheral
expertise — the most knowledgeable people aren't well-connected to decision-makers, causing
the organization to make uninformed decisions.

An ongoing measurement system that tracks organizational network evolution over time. Unlike
traditional org health surveys that capture attitudes, network health monitoring captures
structure — how people actually interact, not how they feel about it. Key metrics tracked
quarterly: network density (overall connectivity), cross-silo bridging (inter-team connections),
bottleneck concentration (dependency on key individuals), information flow speed (how fast
news travels), and integration velocity (how quickly new connections form after organizational
changes).

Deploy a network survey with 3-5 targeted questions: 'Who do you regularly go to for work-related information?'
'Who do you consult before making important decisions?' 'Who do you turn to for innovative ideas or new
approaches?' 'Who energizes you at work?' Keep the survey short — completion rates drop sharply after 5
questions. Supplement with communication metadata where available (email frequency, meeting
co-attendance), but never rely solely on digital data — it misses hallway conversations, phone calls, and the
critical informal interactions that often matter most.

Calculate all four centrality metrics for every node. Create a 'Network Power Index' that combines them.
Cross-reference with formal hierarchy — the gaps are the most interesting findings. Typical patterns: middle
managers with high betweenness who are critical but invisible, senior leaders with low centrality who are
formally powerful but informationally isolated, and individual contributors with high eigenvector centrality who
influence through deep relationships. Present findings to leadership with specific names (in private) — abstract
network maps are intellectually interesting but don't drive action.

Map every node to its primary role archetype using centrality metrics. For Central Connectors: protect them
(they're often overloaded and at burnout risk), distribute their connections to build redundancy, and ensure they
have support structures. For Boundary Spanners: recognize and reward them — they create enormous
organizational value that traditional metrics miss. For Brokers: distinguish between value-adding brokers (who
connect groups that need connecting) and bottleneck brokers (who hoard information for power). For Peripheral
Specialists: design deliberate connection strategies — pair with connectors, include in cross-functional projects,
create forums where their expertise is visible.

For Over-centralization: calculate the Gini coefficient of centrality distribution — high inequality means few
nodes dominate. Design interventions: distribute responsibilities, create redundant connections, ensure no
single departure would fragment the network. For Siloization: identify clusters with high internal density but low
external connections — the E-I Index (external-internal ratio) is a useful metric. Create cross-functional forums,
shared metrics, and rotation programs. For Hierarchy dependence: compare the formal org chart graph to the
actual network — high correlation means the formal structure constrains real collaboration. For Peripheral
expertise: identify high-expertise, low-centrality nodes and design deliberate integration strategies.

Establish a quarterly or semi-annual ONA cadence. Define baseline metrics at the first measurement and track
trends. Key dashboard metrics: (1) Network density trend — is overall collaboration increasing? (2) Cross-silo
index — are bridges forming between teams? (3) Bottleneck risk score — are critical dependencies being
distributed? (4) New joiner integration speed — how quickly do new hires build their network? (5) Post-reorg
connection velocity — after structural changes, how fast do intended connections materialize? Set targets for
each metric and tie improvement to leadership accountability.
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Technical Debt as Strategic Leverage

Framework Diagram

TECHNICAL DEBT AS STRATEGIC LEVERAGE — Manage It Like a Financial Instrument

INTEREST RATE COMPONENTS
STRATEGIC RECKLESS ® Productivity Tax Dev hours on workarounds

PRUDENT RECKLESS

DELIBERATE

° ’
"Ship now, refactor "We don't have time Defact Cost Bugs from fragile code
later — market window for design — just
closes in 3 weeks" make it work" ©® Opportunity Cost Features delayed by risk

@ Risk Premium P(incident) x impact

Monitor & plan Fix decision
LEARNING NEGLIGENT DEBT CEILING THRESHOLDS

Lachoitl m <20% Normal operations
"Now we know how "We didn't know
YELLOW 20-30% Increase repayment
m 30-40% Pause new features

—

we should have what we didn't
built it" know"

Detect & Invest in

—
——/
—
)

o . .
remediate skills/standards >40% Executive restructuring
REPAYMENT PORTFOLIO STRATEGY
Tactical Strategic Governance Monitoring
Continuous small fixes Dedicated debt projects Debt Memo for every Quarterly debt balance
in feature work for large items new deliberate debt sheet for leadership
15-25% capacity Debt Dashboard

The question isn't whether to have tech debt — it's whether every debt decision is conscious,
documented, and managed with a repayment plan

Source: Ward Cunningham / industry
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Framework Purpose

Technical Debt as Strategic Leverage reframes the conversation from 'tech debt is bad and we need to pay it down' to
‘tech debt is a financial instrument that can be strategically incurred, managed, and leveraged.' Just as financial debt
isn't inherently bad — mortgages enable homeownership, corporate bonds fund growth — technical debt isn't
inherently bad. The question is whether you're taking on debt deliberately with a clear payoff thesis, or accumulating it
unconsciously until it cripples execution

The framework distinguishes four types of technical debt along two dimensions: deliberate vs. inadvertent, and
prudent vs. reckless. Deliberate-prudent debt ("We know this is a shortcut but shipping now captures the market
window') is a legitimate strategic tool. Reckless-inadvertent debt ("We didn't know we were making a mess') is an
organizational failure. Most organizations conflate all four types, leading to either paralysis (refusing all shortcuts) or
chaos (never investing in quality)

The strategic insight is that technical debt has an interest rate — the ongoing cost of working around, maintaining, and
extending systems built with shortcuts. When the interest rate exceeds the value of new feature delivery, the

organization has crossed the 'debt ceiling' and must restructure. The framework provides tools to measure this interest
rate, prioritize debt repayment by strategic impact, and make explicit trade-off decisions about when to incur new debt

Framework Development Approach

Inventory and classify all technical debt using the 2x2 matrix: Deliberate-Prudent (strategic shortcuts with known
trade-offs), Deliberate-Reckless (shortcuts taken despite known better approaches, usually under pressure),
Inadvertent-Prudent (learned better approaches after the fact — inevitable in any learning organization),
Inadvertent-Reckless (built poorly due to lack of skill or standards). Each type requires different management: strategic
debt needs monitoring, reckless debt needs prevention, inadvertent debt needs detection

Quantify the 'interest rate' on each debt item: How much time does the engineering team spend working around this
issue? How much does it slow new feature delivery? What customer-facing quality issues does it cause? What security
or compliance risks does it create? Express the interest rate in terms leadership understands: developer-hours per
sprint, feature delivery delay in weeks, customer churn attributable to reliability issues. This converts a technical
conversation into a business conversation

Build the debt repayment portfolio: Not all debt should be repaid — some systems will be replaced before the debt
matters. Prioritize repayment by: (1) Interest rate — highest-cost debt first, (2) Strategic alignment — debt in systems
that underpin strategic priorities, (3) Compounding risk — debt that makes future debt worse, (4) Optionality — debt
repayment that enables new capabilities. Allocate engineering capacity to debt repayment as a standing investment

Create a 'Technical Debt Committee' that explicitly approves new deliberate debt with a repayment timeline, monitors
the aggregate debt portfolio, and triggers restructuring when interest costs exceed thresholds. The goal is not zero
debt — it's conscious, managed debt with clear ROI. Every sprint should have a visible debt balance sheet
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Technical Debt as Strategic Leverage

Framework Element

Definition

Analytic Approach

Debt Classification Matrix
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Repayment Portfolio Strategy

Debt Ceiling & Restructuring
Triggers

Debt Governance & New Debt
Approval
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A 2x2 framework for categorizing technical debt along two dimensions: Deliberate (we know
we're taking a shortcut) vs. Inadvertent (we didn't realize we were creating debt), and Prudent
(the shortcut was reasonable given constraints) vs. Reckless (we should have known better).
This classification determines the appropriate management response. Deliberate-Prudent debt
is a strategic tool requiring monitoring and planned repayment. Deliberate-Reckless debt is a
leadership failure requiring process change. Inadvertent-Prudent debt is a natural learning
byproduct requiring detection mechanisms. Inadvertent-Reckless debt indicates a skills or
standards gap requiring capability building.

The ongoing cost that technical debt imposes on the organization, expressed in business terms
rather than purely technical metrics. Interest manifests as: slower feature delivery (developer
time spent working around debt), increased defect rates (bugs caused by fragile or poorly
structured code), operational incidents (outages or performance issues from debt-laden
systems), onboarding friction (new developers take longer to become productive), and
security/compliance exposure (vulnerabilities in unmaintained code). The total interest rate is
the sum of all these costs, and it compounds: debt makes new development harder, which
creates more debt.

A prioritized plan for which technical debt to repay, in what order, and at what investment level
— modeled on financial portfolio management. Not all debt should be repaid: systems
approaching end-of-life can carry debt to the grave. The repayment strategy balances four
factors: interest rate (highest-cost debt first), strategic alignment (debt blocking strategic
initiatives gets priority), compounding risk (debt that accelerates future debt accumulation), and
optionality value (debt repayment that enables new capabilities or architectural flexibility).

Predefined thresholds that indicate when technical debt has accumulated to the point where
incremental repayment is insufficient and a major restructuring (rewrite, re-platform,
re-architecture) is required. The debt ceiling is reached when interest costs exceed a critical
percentage of total engineering capacity — typically when teams spend more time maintaining
and working around existing systems than building new capabilities. At this point, the
organization is in a 'debt spiral' where the cost of debt prevents the investment needed to repay
it.

A formal process for making deliberate technical debt decisions visible, approved, and tracked
— treating new debt like a financial instrument that requires underwriting. The governance
system ensures that every new deliberate debt item has: a clear business rationale (why is the
shortcut worth taking?), a quantified interest estimate (what will this cost us ongoing?), a
repayment plan (when and how will we fix this?), and an owner (who is accountable for
ensuring repayment happens?). Without governance, organizations accumulate debt
unconsciously until it becomes unmanageable.

Audit the top 20-30 technical debt items and classify each into the matrix. For Deliberate-Prudent: document
the original trade-off rationale and planned repayment timeline — is the rationale still valid? For
Deliberate-Reckless: identify the decision context that led to reckless shortcuts — time pressure, poor
standards, weak architecture review? Fix the decision process. For Inadvertent-Prudent: celebrate the learning
while planning remediation. For Inadvertent-Reckless: invest in skills development, code review standards, and
automated quality gates. Track the distribution across quadrants over time — a healthy organization's debt
portfolio should be predominantly Deliberate-Prudent.

For each major debt item, estimate four cost components: (1) Developer productivity tax — hours per sprint
spent on workarounds, (2) Defect cost — bugs attributable to the debt item, valued at cost-to-fix plus customer
impact, (3) Opportunity cost — features delayed because the debt makes changes risky or slow, (4) Risk
premium — probability x impact of the debt causing a major incident. Sum these into a monthly 'interest
payment' in dollar terms. Present the total portfolio interest rate to leadership: 'Our technical debt costs us $X
per month in lost productivity and increased risk."' This is the number that unlocks investment in repayment.

Create a ranked repayment backlog scored on the four factors. Allocate 15-25% of engineering capacity as a
standing 'debt repayment budget' — not a one-time clean-up sprint but a permanent allocation. Structure
repayment in two streams: (1) Tactical — small, continuous improvements embedded in feature work (boy scout
rule: leave code better than you found it), (2) Strategic — dedicated repayment projects for large debt items that
require focused effort. Track repayment progress with a visible 'debt balance sheet' that shows total debt,
interest paid this quarter, principal repaid this quarter, and net debt trend. Share with leadership quarterly.

Define three threshold levels: Yellow (interest consumes 20-30% of engineering capacity — increase
repayment allocation and pause new debt), Orange (30-40% — stop new feature development in affected
areas, dedicate teams to debt reduction), Red (40%+ — executive-level restructuring decision required: rewrite,
re-platform, or accept permanent capability limitation). Monitor the debt-to-capacity ratio monthly. When
approaching Yellow, present leadership with the explicit trade-off: 'Every month we delay restructuring, interest
increases by X% and the eventual cost increases by Y.' This converts a technical warning into a business
decision.

Establish a Technical Debt Review Board (can be embedded in existing architecture review). For any proposed
shortcut that creates known technical debt, require a 'Debt Memo': one page documenting the rationale,
estimated interest rate, proposed repayment timeline, and accountable owner. The board approves or rejects
based on the organization's current debt capacity. Track all approved debt in a visible registry with repayment
due dates. Escalate overdue debt repayments like overdue financial obligations. The goal is not to prevent all
debt — it's to ensure every debt decision is conscious, documented, and managed.
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Transformation Flywheel

Framework Diagram Framework Purpose

* The Transformation Flywheel applies Jim Collins' flywheel concept to organizational transformation: sustained
change isn't driven by one big push but by a series of reinforcing actions that build momentum over time. Each turn
of the flywheel makes the next turn easier. The framework maps the specific sequence of reinforcing steps in your
transformation — identifying where energy compounds and where friction dissipates momentum

TRANSFORMATION FLYWHEEL — Compounding Momentum Through Reinforcing Cycles

* Most transformation efforts fail because they're designed as linear programs with a beginning, middle, and end. The
flywheel reframes transformation as a self-reinforcing cycle: early wins build credibility, credibility enables bolder
moves, bolder moves generate larger wins, larger wins attract talent and resources, more resources accelerate the

Early Wins next cycle. Once the flywheel reaches critical velocity, transformation becomes self-sustaining rather than
leadership-dependent

Quick visible results
VHELOIERY IR * Amazon's flywheel is the canonical example: lower prices drive more customers, more customers drive more sellers,

® Cycle Time Full rotation duration more sellers drive wider selection, wider selection drives more customers, and the increased volume drives lower
QCredibimy o Sten Outout et oo oo cost stlructurel which enables Iower p.ric.es. Every element .reinforces the others. The frame.zwork forces organizations
Org capacity grows Belief buids p Outp 9 perstep to design their own flywheel — identifying the 4-6 reinforcing steps that create compounding transformation
@ Acceleration Is each turn faster? momentum
@ Connection Does A —» B hold?

Framework Development Approach

* Map your transformation flywheel: Identify 4-6 reinforcing steps that form a virtuous cycle. Start with the most

°Bolder Moves Structural Slos plockhandoffs obvious cause-and-effect pair in your transformation, then extend: what does that effect enable? What does that
e;ﬂ:;‘f,ﬁ‘;es Larger scope Metric KPIs misaligned enablement produce? How does that production feed back to the starting point? Each step must genuinely reinforce
Attract investment changes the next — wishful thinking about reinforcement loops produces flywheels that look good on paper but don't spin in
Capability Skill gaps at junctures .
reality
" Cultural Mindsets resist logic » Identify the friction points: For each connection between flywheel steps, ask: 'What could prevent this step from
Bigger Results . . . L. . . . .
°Compounding reinforcing the next?' Common friction sources: organizational silos that block handoffs, metrics that reward one step
returns while penalizing the next, talent gaps at critical junctures, technology limitations that prevent data flow between
steps. Friction points are where transformation stalls — they're the highest-leverage intervention targets

« Design the initial push strategy: Flywheels require significant energy to start turning — the first few rotations are the
hardest. Identify which flywheel step is easiest to accelerate with available resources and leadership attention.
Concentrate investment on making that step produce visible, measurable results quickly. The early wins don't need
Each turn of the flywheel makes the next turn easier — transformation becomes self-sustaining, not to be large; they need to be credible enough to build momentum for the next step

leadership-dependent » Measure flywheel velocity: Define a metric for each step and track the cycle time — how long does it take for the

flywheel to complete one full rotation? As the flywheel builds momentum, cycle time should decrease and the
magnitude of each step's output should increase. If cycle time is increasing or output is flat, diagnose which

Source: Amazon-inspired / Jim Collins L . . . . .
P connection is broken and intervene. The goal is acceleration, not just motion
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Transformation Flywheel

Framework Element

Definition

Analytic Approach

Flywheel Architecture

Friction Point Analysis

Initial Push Strategy

Velocity Metrics & Acceleration

Compounding & Self-Sustaining
Momentum

Resources -
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The specific sequence of 4-6 mutually reinforcing steps that define your transformation's
virtuous cycle. Each step must genuinely cause the next — the connections must be causal,
not merely correlational or aspirational. The architecture is the transformation's strategic DNA:
it defines what you're building and how it compounds. Amazon's architecture (lower prices —
more customers — more sellers — wider selection — more customers — lower costs — lower
prices) is powerful because every connection is causal and measurable. Your flywheel must
meet the same standard.

A systematic identification of what prevents each flywheel step from reinforcing the next.
Friction points are the enemies of momentum — they're where energy dissipates instead of
compounding. Five common friction types: Structural (organizational silos, misaligned teams),
Metric (KPIs that reward one step while penalizing the next), Capability (skill gaps at critical
junctures), Technology (systems that don't connect or share data), and Cultural (mindsets that
resist the flywheel logic). Every flywheel has friction — the question is whether you've identified
and are actively reducing it.

The concentrated investment of resources, leadership attention, and organizational energy
needed to start the flywheel turning. The first rotations are the hardest — there's no momentum
to leverage, skeptics are loudest, and the reinforcing effects haven't materialized yet. The initial
push strategy identifies which flywheel step to accelerate first, what resources to concentrate,
and what early wins will build credibility for the next rotation. The push must be focused enough
to produce visible results quickly, because without early evidence that the flywheel works,
organizational patience evaporates.

A measurement system that tracks how fast the flywheel is turning and whether it's
accelerating. For each flywheel step, define a metric that captures its output. Track the 'cycle
time' — how long it takes for the flywheel to complete one full rotation. Early rotations may take
quarters; mature flywheels turn in weeks. The key diagnostic is acceleration: is each rotation
faster and larger than the last? Flat or decelerating velocity indicates a friction point or broken
connection that needs intervention.

The state where the flywheel generates enough momentum that transformation continues
without heroic leadership effort — the system reinforces itself. This is the ultimate goal: not a
one-time change program but a self-reinforcing operating rhythm. Compounding occurs when
each rotation produces more output than the last with the same or less input. Self-sustaining
momentum means the transformation would continue even if the original leadership champion
moved on. Few organizations reach this state — most transformations remain
leadership-dependent throughout.

Workshop with leadership to map the reinforcing cycle. Start with: 'What is the single most important outcome
of our transformation?' Then ask: 'What does that outcome enable?' 'What does that enablement produce?'
'How does that production feed back to our starting capability?' Iterate until you have 4-6 steps that form a
genuine cycle. Stress-test each connection: 'Does Step A actually cause Step B, or do we just hope it does?"
Remove any step where the causal link is weak. A tight 4-step flywheel with strong connections outperforms a
sprawling 8-step flywheel with weak links.

For each connection between flywheel steps, conduct a friction audit: (1) What data needs to flow? Does it? (2)
What decisions need to be made? Are the right people making them? (3) What capabilities are required? Do we
have them? (4) What metrics govern this connection? Do they reinforce or resist? (5) What cultural norms help
or hinder? Rate each connection's friction on a 1-5 scale. The highest-friction connections are your top
intervention priorities — reducing friction at the bottleneck accelerates the entire flywheel.

Select the flywheel step with the best combination of: (1) Leadership can directly influence (not dependent on
market or external factors), (2) Results are visible and measurable within 90 days, (3) Success at this step
clearly enables the next step. Concentrate 60-70% of available transformation resources on this step for the
first quarter. Define a 'proof point' — a specific, measurable outcome that demonstrates the flywheel connection
works. Communicate the proof point broadly: "We did X, which produced Y, which is now enabling Z.' This builds
belief in the flywheel logic, which is as important as the actual results.

Create a flywheel dashboard with: (1) Step-level metrics — output of each step, tracked weekly or monthly, (2)
Connection strength — does increased output at Step A actually increase output at Step B? Track the
correlation, (3) Cycle time — end-to-end time for one full flywheel rotation, (4) Acceleration rate — is cycle time
decreasing? Are output magnitudes increasing? Review monthly with leadership. If the flywheel is accelerating,
reinforce — the strategy is working. If it's decelerating, diagnose — which connection is weakening? If it's
stalled, consider whether the flywheel architecture itself is wrong and needs redesign.

Design for self-sustenance from the start: (1) Embed flywheel logic into incentive structures — people should
be rewarded for reinforcing the cycle, not just individual step performance, (2) Build flywheel metrics into routine
operating reviews — not a special 'transformation update' but part of how the business is managed, (3) Develop
flywheel champions at multiple levels — not just the executive sponsor, (4) Codify the flywheel in strategy
documents, onboarding materials, and decision-making frameworks. Test for self-sustenance: if the CEO
stopped talking about the flywheel for three months, would it keep spinning? If no, it's still
leadership-dependent.
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Zone to Win

Framework Diagram Framework Purpose

ZONE TO WIN — Four Zones for Managing Disruption & Performance Simultaneously

REVENUE-GENERATING

ENABLING

PERFORMANCE
ZONE

Run the current business
for quarterly results

PRODUCTIVITY
ZONE

Shared services optimized
for efficiency & quality

"
—

Revenue * Margin * Share

)
—r

Cost/unit » SLA « Cycle time

OPTIMIZE & DEFEND

STANDARDIZE & AUTOMATE

TRANSFORMATION
ZONE

ONE must-win disruptive
bet — CEO sponsors

INCUBATION
ZONE

Portfolio of early bets
testing product-market fit

Adoption « Speed-to-scale

—\
—

Hypotheses tested + Pivots

—\
—

SCALE RAPIDLY

# ONE BET ONLY

EXPERIMENT & VALIDATE

» Zone to Win solves the single most lethal execution challenge for established companies: how to pursue a disruptive

growth opportunity without destroying the performance of the core business. Geoffrey Moore's framework divides the
enterprise into four management zones — Performance, Productivity, Incubation, and Transformation — each with
fundamentally different objectives, governance, metrics, and time horizons. The critical insight is that managing all four
with the same operating model guarantees failure

The framework directly addresses the 'innovator's dilemma' at the operating model level. Core business leaders will
always starve disruptive initiatives because they compete for the same resources and don't yet generate material
revenue. Zone to Win creates organizational separation: the Performance Zone runs the current business for quarterly
results, while the Transformation Zone has a protected mandate, dedicated resources, and different success metrics.
Without this structural separation, the immune system of the core business kills every disruptive bet

Zone to Win is particularly powerful because it acknowledges that most companies can only run ONE transformation zone
initiative at a time. The Transformation Zone demands CEO-level attention, cross-functional disruption of established
processes, and willingness to cannibalize existing revenue streams. Trying to run two simultaneous transformations splits
leadership focus and guarantees neither succeeds. This forces the hardest strategic question: which single disruptive bet
gets the Transformation Zone designation?

CRITICAL OPERATING RULES

ONE transformation

- Ring-fence resources
at a time

CEO can't sponsor two No quarterly raiding

Managing all four zones with the same operating model guarantees failure — each zone needs its own governance,

Zone-specific metrics Kill incubations fast

Different KPIs per zone Most options should expire

metrics, and risk tolerance

Source: Geoffrey Moore
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Framework Development Approach

Map every initiative to its correct zone: Performance Zone — revenue-generating business lines with current P&L
accountability, managed for quarterly results. Productivity Zone — shared services, infrastructure, and enabling functions
managed for cost efficiency and service quality. Incubation Zone — early-stage bets being tested for product-market fit,
managed for learning velocity not revenue. Transformation Zone — the ONE initiative that represents a must-win market
transition, managed for speed-to-scale with CEO sponsorship

Each zone requires different leadership styles, metrics, and risk tolerance. Performance Zone = optimize and defend
(metrics: revenue, margin, market share). Productivity Zone = standardize and automate (metrics: cost per unit, service
level, cycle time). Incubation Zone = experiment and validate (metrics: hypotheses tested, pivot velocity, evidence of
product-market fit). Transformation Zone = scale rapidly (metrics: adoption rate, time-to-revenue, competitive position in
new market)

Protect the Transformation Zone: This is the hardest part. The Transformation Zone must have: (1) Direct CEO
sponsorship — not delegated to a division head, (2) Ring-fenced resources — budget and talent not subject to quarterly
reallocation, (3) License to disrupt — permission to break established processes, cannibalize existing revenue, and partner
with non-traditional allies, (4) Different metrics — evaluated on adoption and market position, not current-quarter P&L

Manage the zone transitions: Incubation Zone initiatives that prove product-market fit either graduate to the Performance
Zone or get elevated to the Transformation Zone (if they require enterprise-wide disruption). The graduation criteria must
be explicit: what evidence is sufficient to justify Transformation Zone investment? This prevents both premature scaling
(promoting too early) and incubation theater (never graduating anything)
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Zone to Win

Framework Element

Definition

Analytic Approach

Performance Zone

Productivity Zone

Incubation Zone

Transformation Zone

Zone Transition Management

The zone that contains all revenue-generating business lines operating at scale. The Performance
Zone is where the current P&L lives — it's managed for quarterly results, operational excellence, and
competitive defense. Every dollar of current revenue, every existing customer relationship, and every
established market position is a Performance Zone asset. The Performance Zone funds everything
else: without strong current performance, there are no resources for transformation. The key tension:
Performance Zone leaders will always resist disruption because their incentives are tied to optimizing
what exists.

The zone containing shared services, corporate functions, and enabling infrastructure — IT, HR,
Finance, Legal, Operations. The Productivity Zone exists to serve the other three zones as efficiently
as possible. It's managed for cost efficiency, service quality, and standardization. The Productivity
Zone creates leverage: by centralizing and standardizing common functions, it frees the other zones
to focus on their distinctive missions. The key challenge: Productivity Zone functions often become
bottlenecks during transformation because they're optimized for stable-state operations.

The zone for early-stage initiatives that are exploring potential disruptive opportunities but haven't yet
proven product-market fit or earned Transformation Zone designation. The Incubation Zone is where
new ideas are tested with real customers, business models are validated, and hypotheses are
systematically confirmed or rejected. Multiple initiatives can run simultaneously in the Incubation Zone
— it's a portfolio of options. The key discipline: Incubation Zone initiatives must have explicit
graduation criteria and Kill criteria. Incubation without criteria becomes innovation theater.

The zone reserved for the ONE strategic initiative that represents a fundamental market transition the
company must win. The Transformation Zone is not for incremental improvements or line extensions
— it's for initiatives that will materially change the company's revenue mix, business model, or
competitive position within 3-5 years. Only one initiative can occupy the Transformation Zone at a
time because it requires CEO attention, enterprise-wide coordination, and willingness to cannibalize
existing revenue. Attempting two simultaneous transformations splits focus and guarantees neither
succeeds.

The governance process that determines when and how initiatives move between zones. Three
critical transitions: Incubation — Transformation (an incubated initiative proves sufficient potential to
warrant enterprise-wide commitment), Transformation — Performance (the transformational initiative
achieves scale and becomes a mainline business), and the hardest one — recognizing when a
current Performance Zone business is declining and needs to be wound down to free resources for
transformation. Zone transitions are the moments of maximum organizational stress because they
require reallocation of resources, talent, and leadership attention.
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Manage the Performance Zone with traditional operating discipline: quarterly revenue and margin targets,
sales pipeline management, customer retention programs, and competitive response. Give Performance
Zone leaders clear authority over their P&L and clear accountability for results. Do NOT burden them with
transformation objectives — their job is to maximize the current business. However, require them to provide
data, customer access, and integration support to the Transformation Zone when requested. Create explicit
'service agreements' between zones to prevent the Performance Zone from passively starving the
Transformation Zone through non-cooperation.

Manage the Productivity Zone for efficiency and service delivery: unit cost reduction, service level
agreements with internal customers, process automation, and shared platform investment. The critical
transformation requirement: Productivity Zone functions must be able to support BOTH the Performance
Zone's stable-state needs AND the Transformation Zone's disruptive needs simultaneously. This often
requires creating a 'fast lane' within Productivity functions — a dedicated team or process that can move at
Transformation Zone speed without disrupting Performance Zone service levels. Track Productivity Zone
responsiveness to Transformation Zone requests as a key metric.

Manage the Incubation Zone as a portfolio of options with explicit hypotheses: for each initiative, define the
3-5 hypotheses that must be validated, the evidence required to validate them, and the timeline for producing
that evidence. Fund in stages: seed funding to test initial hypotheses, Series A equivalent to test
product-market fit, graduation decision to Performance or Transformation Zone. Apply lean startup principles:
build-measure-learn cycles, minimum viable products, customer development interviews. Kill ruthlessly when
evidence is negative — the purpose of incubation is to generate options, and most options should expire.
Track portfolio velocity: how quickly are initiatives being validated, pivoted, or killed?

The Transformation Zone operates under special rules: (1) CEO is the direct sponsor — not a business unit
head, not a Chief Strategy Officer, the CEO personally. (2) Resources are ring-fenced — the budget cannot
be raided to shore up Performance Zone misses. Top talent is assigned even if it creates short-term pain in
the Performance Zone. (3) Metrics are forward-looking — market adoption rate, competitive position in the
new space, customer acquisition velocity, not current-quarter revenue. (4) License to disrupt — the
Transformation Zone has permission to break established processes, create new partnerships, and
cannibalize existing products. (5) Time-boxed — if the initiative hasn't achieved defined scale milestones
within 18-24 months, re-evaluate the bet.

Define explicit graduation criteria for each transition: Incubation — Transformation requires: proven
product-market fit (measurable customer demand), addressable market size exceeding a strategic threshold,
competitive window that demands speed, and CEO willingness to sponsor personally. Transformation —
Performance requires: sustainable revenue run rate, repeatable go-to-market model, organizational capability
to operate at scale. Performance — Wind-down: when a business line's structural decline means resources
are better deployed elsewhere. Each transition requires a formal Board-level decision with explicit resource
allocation. Track zone composition annually: what percentage of investment and talent is in each zone? The
ratio reveals whether the company is investing in its future or just defending its past.
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