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Chapter 1 2

Personal and Organization
Charters

‘Mission statement work is the single most important work
because the decisions made there affect all other decisions.”

—STEPHEN COVEY

/ eaders involved in strategic discussions often get confused by the
{_strategic language. They begin to use strategy, vision, mission,
business, values, and other related terms loosely or interchangeably,
which can lead to miscommunication and misdirection. The range of
strategic frameworks as introduced in the preceding chapter surely con-
tributes to this confusion. One way you can begin to distill your per-
sonal summary of these frameworks and then develop your strategic
thinking skills is to work through a personal or organizational charter.
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CHARTERS

Charters in the colonial era were documents that outlined the purpose, scope, and
range of authority for a particular expedition. These details included geographic defin-
itions, goals, expected outcomes, and certain powers delegated for implementation.
Similarly, we can consider an organizational charter as a set of documents that out-
lines the present and future intentions of the organizational expedition. Organizational
charters, as shown in Figure 12-1, include six distinct and sequential parts:

1. Mission statement

. Vision statement

. Values statement

. Strategy

. Set of operating goals

. Leadership that defines these parts

U WN

Most American companies seem to spend most of their time and energy
attending to and working on operating goals. In fact, one senior executive told
employees that the company’s “strategy” for the next six months was to curtail
sales costs. Another executive of a major firm told managers from around the com-
pany that their business was to make the stock price of the firm rise to a certain fig-
ure by the end of the year and that if they didn’t the senior executives wouldn’t get
their year-end bonuses, so they needed to get their rears in gear. These examples
show the apparent nature and sum of their strategic thinking. Although concern
for profitability and stock performance on a quarterly basis are important, Collins
and Porras! and others assert that focusing on these measures to the exclusion of
customer service and value delivered undermines the long-term viability of a firm
and can actually harm the company by encouraging people to make decisions and
take actions that hurt customer relationships and eventually profitability.? Other

Leadership

Strategy

Goals

1. Mission statement 4. Strategy
2. Vision statement 5. Operating goals and milestones Figure 12-1
3. Values statement 6. Leadership Organizational

Charters

James C. Collins and Jerry I. Porras, Built to Last (New York: HarperBusiness, 1994).
2Gee, for example, Robert S. Kaplan and David P. Norton, “The Balanced Scorecard—Measures That
Drive Performance,” Harvard Business Review, reprint #92105.
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more strategically oriented CEOs will note that giving in slavishly to the analysts’
pressure is tantamount to yielding management to them. The challenge for effec-
tive leadership is to clarify an organization’s purpose and vision and to do so in a
compelling, even inspiring way.

This focus is a relatively new phenomenon. Most of management research and
effort during the nineteenth and twentieth centuries was directed at Level One, visi-
ble behavior. Job descriptions and other features of the bureaucratic management
paradigm were directed at controlling the behavior of employees regardless of their
thoughts and feelings. Henry Ford, for example, once declared in exasperation, “I
keep trying to hire a pair of hands and they keep coming with heads and bodies
attached!” The new, emerging organizational forms, however, which seek to create
high-performing workplaces, are increasingly and appropriately targeted at Levels
Two and Three. Today’s managers realize that they need to get employees” minds
and hearts, as well as their bodies, engaged in their work if the organization is going
to compete successfully.

Level Three Leadership begins with what we may call an organizational charter.
As presented here, organizational charters are composed of a mission statement, a
vision statement, a values statement (all of which are Level Three statements), a strat-
egy, and short-term operating goals. Each of these elements is unique and serves a
different purpose. Many organizations either confuse these terms or don’t use these
statements as the powerful leadership tools they can be. Furthermore, many organi-
zations focus almost exclusively on the short-term goals. When they do, Level Three
opportunities to inspire employees are lost, and the leadership retreats to a Level
One influence structure.

One may also consider personal charters and work group charters. In other
words, if you cannot write down your personal charter, how can you expect to do so
for your work group or your organization? In fact, based on the example of the
Matsushita Leadership Institute described earlier, unless you can put your personal
charter on paper, succinctly and powerfully, you're not really prepared for leading
others. To begin this process, complete the exercise and worksheet in the workbook
in Chapter 18 to help you.

MissSION

198

The mission statement comes first because it defines what the organization will and
will not do: its reason for existence. Organizations, work groups, or people don'’t
require a mission statement to exist. Some even argue that mission statements can
get in the way of doing business.? Many executives were at one time pushed through
a mission statement process that left them skeptical and vehemently opposed to this
approach. These people generally have a difficult time answering the question as to
why their people go to work. Further, they leave large amounts of untapped energy
latent in their organizations. A powerful mission statement makes a more powerful
organization.

3See Barbara Bartkus, Myron Glassman, and R. Bruce McAfee, “Mission Statements: Are They Smoke
and Mirrors?” Business Horizons, November—December 2000, p. 23.
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A mission statement is a concise declaration of the reason for the organization’s
existence and of the kind of activity the organization will pursue. This statement helps
to concentrate the efforts of organizational members and helps preclude attention
from other activities and enterprises. Effective mission statements are action-oriented
and revolve around a core that offers something to customers rather than something
that primarily benefits the organization.

“To Make Money,” You Idiot

When asked about the mission of their company, many managers today reply, “To
make money!” and then look at you as if it's a dumb question. The problem with this
kind of thinking is that it encourages Level One behavior that undermines itself.
Here’s how. Consider a simple causal map like the one shown in Figure 12-2. You can
see that many things on the map contribute to profitability, but the two immediate
contributors are revenues and costs. Each of the nodes no doubt involves other
inputs and outputs. The simple ones, the + and — signs on each relationship, show
whether the previous causal node adds to or detracts from the next node. An increase
in price, for example, likely has a negative effect on customer satisfaction. (Although
among certain upper-end segments, the opposite is true.)

Figure 12-2
Sample of a Simple
Causal Map
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Each of us carries implicit causal maps that explain our view of how the world
operates. We may or may not be able to articulate them or write them down.
Sometimes, we use these semiconscious or preconscious mental causal maps (that
reside at Level Three) without questioning their validity or impact. The first step in
using them effectively, and perhaps in modifying them, is to make them explicit so
we can examine them at Level Two. This step amounts to bringing Level Three
VABESs up to Level Two conscious awareness. Once individuals know clearly what
they believe about what will affect profitability (or anything else), they can begin to
plan interventions at various places on the map that could have strategic impact.

A critical issue is where individuals choose to focus their attention on their
causal map. Focus here is like putting a spotlight on different relationships on the
map, thus highlighting one area while leaving the other areas on the map in the
shadow. We do this same type of focusing naturally all the time with our implicit
causal maps of how the world, our relationships, or our businesses operate. Again,
this prioritization is a Level Three phenomenon, a manifestation of our values. Our
decisions about where to focus our attention are critical to our ability to find and
solve problems and to make strategic interventions. When we shine our mental spot-
light on a part of our causal map, we begin “attending” to certain parts or processes
of the organization rather than to others. This attention shapes what “we see that
needs to be done,” the first step in the Leadership Point of View. This focusing of
attention is a key leadership activity—and in fact central to purpose clarification.

When the primary and relatively exclusive focus or spotlight is on profits, employ-
ees are encouraged to do things that may not be good, paradoxically, for profitability.
For instance, in one $600 million firm, employees were so focused on profits and
meeting their targets, period by period, that they began to ship next month’s orders
to customers in order to include them in the current month’s accounting figures.
They began to postpone training and maintenance activities and to eliminate time
spent dealing with customer complaints and inquiries in order to focus more time on
the efficiency of their design and production processes. One month, after several
years of this behavior, their orders suddenly dropped by almost 50 percent.
Panicking, they called their major customer, a distribution firm, and learned after
several conversations that they had shipped so much finished product to the distrib-
utor’s warehouses under their old operating guidelines that the distributor simply
couldn’t carry any more of “your finished goods inventory” and couldn’t sell any
more. Oblivious to what was happening among end-users and insensitive to the real-
ities faced by their distributors, this producer had focused its attention on its sales at
the next link in the value chain to the exclusion of subsequent links. They faced the
cataclysmic realization that focusing on short-term profits severely eroded the firm’s
ability to stay in business. This classic example shows a de facto mission statement
that revolved around making money and hitting the “numbers” rather than serving
customers.

A more productive approach is to look back in the causal chain map to the
Customer Satisfaction node. You can see in Figure 12-2 that this node is somewhat
removed from the Profits node and yet its impact on Profits has a direct line. Turning
our spotlight here does not ignore the importance of profitability, but it does put it in
a larger context and in a different light. If we attend more to the Customer
Satisfaction node, we can begin to think energetically about “which customers?” and
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“what do they want?” Although profit is, in this light, no longer the central reason for
existence (mission) of the organization, profitability becomes a predictable and stable
by-product of the attention given to customer satisfaction.

Of course, one doesn’t ignore cost structures, either. The point is that where you
focus in your implicit mental causal map makes a huge difference. If you focus on Profits
exclusively, you are likely overlooking large amounts of energy in your organization
that could otherwise be directed, ironically, at making profits. The Level Three mes-
sage to employees when management says, “The purpose of the business is to make
money,” is “Your work here is to make other people wealthy.” It is not a motivating
value. On the other hand, with a mission statement presented in terms of how the
organization will serve customers, leaders and employees can begin to join in a com-
mon purpose of sorting out how to fulfill the mission, and organizing to accomplish it.

We call this kind of mission statement a service-oriented mission statement. This
way of thinking about and presenting the organization’s mission is intrinsically
uplifting and energizing. Most people feel larger when they are part of a morally
powerful and serving purpose. “Service to customers” takes an outward focus that
speaks to an employee’s sense of contribution and draws on his or her sense of con-
nection to society. “Making money” as a core mission creates an inward focus and
attends to what the organization can take from society and will in the long run be a
less powerful motivator.

When the mission of an organization is morally focused and clearly understood,
and people are committed to it, they may make decisions that seem, in the short run,
to erode profits. Compared with our earlier example, this different focal point in the
business’s causal map may lead to postponing shipments rather than accelerating
them in order to meet customer needs or to acceleration of training and maintenance
activities so that customer needs can be met more quickly and with higher quality in
the future. This approach may also lead to a greater propensity to listen to people
who are in active conversation with the customer, people who may not have organi-
zational status or power, but who in reality possess the information the organization
needs to meet customer needs. This trend is observable in many high-performing
service organizations throughout the world today.

This approach suggests that a mission statement should identify a customer
group, which is different from focusing on a product area. If, for instance, around the
turn of the twentieth century, you had focused on a product grouping, say, “carriage
accelerators” as your (overly narrow) definition of your industry, you might have
continued to see your mission as building buggy whips, but have missed the mar-
ket’s encouragement to do research and development on new types of transporta-
tion, like automobiles. If you had focused on serving people who wanted to travel
independently, automobile research would have easily fit into your mission and your
thinking. The mental mind-sets that would-be leaders bring to their efforts to estab-
lish mission statements either allow them to respond to changes around them or
inhibit their ability to see what they need to attend to. Going back to the Leadership
Point of View, your statement of mission for yourself, your work group, or your
organization will be a powerful indicator of what you “see.”

A good mission statement declares what your organization intends to do, and for
whom. The actual organization will vary from person to person. For conglomerates,
each division needs a mission statement that defines these foci. Likewise, each
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department can articulate a mission statement that helps employees understand why
they come to work each day.

Conceiving a good mission statement is not an easy thing. Perhaps you have
seen corporate mission statements laminated in plastic and distributed to all employ-
ees. It’s a sure sign of the lack of power of the statement if you ask employees,
“What's the mission of your company?” and they have to fish in their wallets for the
card. Good mission statements are powerful, crisp, memorable, and easy to connect
with. Writing them is more than stringing together trite clichés like “world-class,”
“provider,” “customer-oriented,” and “balanced returns to all our constituencies.” If
you’d like to see a whole volume of mission statements to compare and get some
examples, read The Mission Statement Book by Jeffrey Abrahams.? Note, however, that
the challenge of effective leadership is to define these things. Who will clarify the pur-
pose or the center of the organization if not the leader?

Consider the following examples. The mission of the Commonwealth of Virginia
Department of Transportation (VDOT) was to get thousands of people spread all over
the state in a variety of roles ranging from administration, to painting stripes, to laying
asphalt, to putting up traffic signals and signs, to doing research on roadways, to have
a common purpose when they go to work. After a year and a half of careful reflection,
VDOT came up with its mission: Keep Virginia moving. This clear, simple, pointed
statement allows everyone in the system to see how their work might connect to this
purpose. Another firm states its mission as “We protect those who protect us.” For this
defense company engaged in making radar jamming equipment, the central purpose is
direct, simple, powerful, and broad enough to relate to virtually every employee.

The Darden Graduate School of Business Administration has a powerful mis-
sion, one that enables all those involved to connect with daily. What do you suppose
the mission of a large well-known business school might be? The clichéd formula for
mission statements might suggest something like “To be a world-class provider of
leading-edge research to academicians, managers, students in a customer-oriented,
Six Sigma way.” Blah, blah, blah. Rather, it chose the following: “The mission of the
Darden School is to better society by preparing leaders in the world of practical
affairs.” The school may on occasion fall short of that lofty mission, but it is clear,
crisp, and morally sound. Your organization deserves a similarly short, concise,
memorable, broadly applicable, inspiring mission.

Gary Hamel, as noted in the previous chapter, asserted that mission statements
should be flexible. His concern, a good one, was that narrow mission statements cre-
ated mental barriers to innovation, flexibility, and seizing opportunities. The examples
given here are broad enough that they allow for multiple visions, multiple strategies,
and lots of creativity, but they are focused enough to define a purpose, a cause, and a
raison d’etre that any member or employee can identify with and choose to engage in.

What is your mission in life?

It’s one thing to write the mission statement for a company (and often not best
done by committees). It’s quite another to write your own personal life’s mission
statement. Before we leave this section, consider drafting your personal mission in

Yeffrey Abrahams, The Mission Statement Book (Berkeley, CA: Ten Speed Press, 1995).
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life. What is your purpose on the earth? Some believe this question is silly, that it has
no answer. Others believe that God gives one a mission in life and the goal is to fig-
ure that out. Others believe that you can live with or without a purpose, but having
one lends clarity and energy to your daily activities. Lily Tomlin, the great American
comedienne, once said, “I always wanted to be somebody. I guess I should have been
more specific!” This statement is one that far too many humans find themselves
thinking at mid- and late-career stages.

Do you have a personal mission statement? If not, can you craft one that captures
what you're trying to do with your life? Again, a worksheet in the workbook in
Chapter 18 can help you begin this process. Perhaps a couple of examples will help
get you thinking. Two university professors articulated their mission statements: “to
make people think,” and “to help people create powerful futures.” Both of these
seem like very appropriate mission statements for university professors.

If you find “What is your purpose or mission in life?” a compelling question, ask
a number of people you respect what their life’s mission is. Some may not be able to
state one. Some will have clear ones. Either way, you will learn from the conversation.

One last point here. One danger is that when a person tries to draft a personal mis-
sion statement, he or she will ignore the thing they’ve spent 30 years of their life doing.
If you are involved in manufacturing airplanes and draft something like “to serve oth-
ers,” it sounds very lofty, but really doesn’t distinguish you from a doctor or a
McDonald'’s franchise owner. I encourage you to find a way to incorporate your life’s
chosen profession into your mission statement, so that statement says something not
only about what you hope at Level Three but also what you do at Level One. In this
case, an alternative might be, “to help people by building better airplanes,” or more sim-
ply, “to build better airplanes.” For a pilot, it might be, “to fly.” For a surfer, it might be,
“to experience the biggest and best waves.”® For an insurance executive, it might be, “to
give people peace of mind.” For a spirits manufacturer, it might be, “to help people
party.” Again, you'll spend one-third of your waking life at work. If your mission state-
ment ignores that fact, you're fooling yourself and taking something less than your full
purpose to work. When you write a mission statement that distills how you spend
your time and energy, you may, seeing that, decide either to reinforce or change it.

VISION

Given a mission or purpose, most people need a view of where they’re going. If a
mission is about what we do or why we exist today where we are, a vision is the
view that we take of what the organization can and should become if it followed and
succeeded in that mission. A visionary leader looks ahead and “sees” what the orga-
nization should become and uses that dream or panoramic view to guide communi-
cations with others in the organization—a key element in leadership.

Would-be leaders who cannot envision the future and what their organization can
do in it have a difficult time talking and behaving in ways that inspire and motivate oth-
ers at Level Three. In the same way that short-term financial goals make weak mission
statements, short-term financial visions of the future make weak visions. Stan Davis, in

5See Riding Giants, Columbia TriStar Home Entertainment, 2005.

Chapter 12 Personal and Organization Charters 203

o



ClawChl2v2.gxd 7/22/05 11:24 AM Page 204 $

204

Future Perfect, explores this concept well.® Davis describes how effective leaders cast
their minds into the future and then look back on the present state of the organization.
The gap in between is the progress that the organization must make in order to achieve
the vision. Leaders who think in this way, Davis notes, tend to talk in the future perfect
tense; that is, they will use phrases such as “When we achieve our vision, we will have
done x, y,and z.” The x, y, and z, of course, are the things that the leader recognizes need
to be done in order to move toward the vision. They become the shorter-term goals and
objectives for the organization that are described later.

Where do you believe you or your organization ought to be in 10 (or 30) years?

The more descriptive, detailed, and passionately held visions are, the more power
they hold. If leaders talk just about becoming a “world-class” organization (which has
become a trite and almost meaningless phrase), they overlook the myriad details
required to describe to others what “world-class” in their business looks like. Effective
leaders will imagine, see, and then describe in minute detail the view they have of
what is possible—and not just once, but hundreds of times in hundreds of settings.

Often, mid-level managers and employees claim that their lack of vision is a func-
tion of the work they do and that if they had the CEO’s job, they too would be able to
see things in broader, visionary terms. However, the data developed from the Survey of
Managerial Behavior, a self-assessment instrument that measures in part an individual’s
interest in visioning, suggest little correlation between a person’s level in an organiza-
tion and the time and energy they spend on creating a powerful vision. In this data-
base, many senior managers spent little time thinking about the future, and many
lower-level employees worked to develop a clear view of what they were doing. The
clear conclusion is that the mental effort to define a vision is person-specific, not job-
specific. Those who are appropriately promoted to strategic positions have already
developed personal beginnings of a corporate vision and will get the strategic jobs
because of their demonstrated visionary capacity rather than their potential to develop
it. Although we don't say it’s too late to develop a vision when you get a “visionary
job,” you'll be better off in the promotion pool and more effective as a leader wherever
you are promoted if you've developed a personal vision of what your department and
your organization can and, in your mind, should become. This process develops in you
the mental capacity for strategic, visionary thinking.

A second excuse that people offer for not being more visionary is that the world
is changing so fast no one can see where it’s going. This excuse is a cop out. Visioning
doesn’t necessarily mean being able to predict the future, rather it means envisioning
what you think the future could, and should, be. Without this kind of vision it is vir-
tually impossible to develop the strategic intent described in the previous chapter.
Do you know and are you able to describe what you believe your company should
be in 10 year’s time? In 20 years? How about yourself? Remember Lily Tomlin’s line:
Maybe it’s time to be more specific.

Visioning is a learned behavior that can be developed, but it doesn’t come easily.
Visions grow out of study, reading, comparing, traveling, seeing, imagining, seeking,
analyzing, and a host of other activities that give the individual a base from which to

%Stanley M. Davis, Future Perfect (Reading, MA: Addison-Wesley, 1987).
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create and receive new views of what is possible. If you want to become an effective
leader, you should be practicing visioning now. You can do this by thinking regularly
about where you or your organization are going; what you or it will look like, or
should look like in 4, 10, 20, 30, or 100 years; by reading broadly; or by formulating
your own broad answers to the pressing problems of the day—personally, nationally,
or organizationally.

You might begin by regularly asking yourself difficult questions such as, “How
would I respond to the economic situation today if I were the nation’s chief execu-
tive? How would I see my company operating in the next century? What would its
reputation be? What do I plan to be doing when I am 45? 55? 65?” Shower time, com-
muting time, end-of-day reflection time are all good times to pause and think about
what you would do if you were in the chief strategic job in your country, region,
organization, or department—or in your life. If you really get serious about this
exploration, you may begin scheduling time to read and think about these issues and
begin developing on paper your view of what’s possible. Of course, your first drafts
may not be your last; the point is to get started and to develop your capacities by
practice and revision. A stellar example in this regard is Konosuke Matsushita,
founder of Matsushita Electric (Panasonic in the United States), the global Japanese
electronics firm. His vision extended 250 years into the future and was divided into
ten 25-year pieces, each with its specific goals and strategic targets.

In a sense, visioning is daydreaming, but in another sense it is demanding, men-
tal exercise. Like physical exercise, it is hard work. In this effort, you must stretch your
thinking, stretch your view, and stretch your basic assumptions about what could be.
You must also be realistic and take into account all of the factual data available to
you. If you daydream or practice visioning by assuming away thorny realities, you
aren’t helping your skills to develop at all.

Visions are like targets: they give organizational members something to shoot at. If
the mission statement defines what we do, the vision statement puts an element of striv-
ing into it by giving people something to reach for. We present these two steps, defining
a mission and creating a vision, as steps 1 and 2 of building an organizational charter.
They become the bookends of the strategic manuscript of the organization; they frame
what comes between. They rest, however, on the foundation of a set of values.

VALUES

A values statement addresses the question, “What principles will guide us as we
strive to accomplish our mission and realize our vision?” Values statements are the
declaration of the principles by which an organization will work on fulfilling its mis-
sion and realizing its vision. Values are arbitrary in that they may not be based
purely on effectiveness; the ways to go about creating a future are unlimited.

A values statement outlines which ways or principles we will choose and which
ways we will not. For example, one major company recently declared, along with
many others, that Southeast Asia was going to be an area of emphasis over the next
several decades. They also declared that despite the widely held rule of thumb that
political payoffs and kickbacks were common practice in many of these areas, they
would walk away from business that required that kind of “unethical” behavior. This
values statement is one that will surely impact profitability in a variety of ways.
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In another example, the heads of the subsidiaries of a global communications
firm that had grown by acquisition met to discuss strategy. As they talked about their
futures, they began to discuss a small part of one business leader’s activities that
involved producing and broadcasting satellite programming. They discovered in the
meeting that one of the acquired firms produced, among other things, adult films.
The discussion recognized that this segment was growing and highly profitable.
They talked about whether the firm wanted to be in this part of their industry’s busi-
ness. It was not purely a matter of “making money” because this subsidiary was
highly profitable. It is another example of a values discussion that sets a tone for the
rest of the organization as it implements its mission and strives toward its vision.

What do you and your company stand for in terms of how you conduct your
business?

Walking the Values Talk

Many companies explicitly write down their values in published values statements;
these statements are intended to help members and outsiders alike understand what
the leadership stands for and how members of the organization should act. If these
statements match the behavior of the managerial and leadership ranks of the organi-
zation, then the values are likely to become more and more instilled in the thinking
and behavior of the rest of the organization. If actual leadership behavior contradicts
stated values, employees and outsiders alike will begin to see the hypocrisy and
attempt either to find other companies to do business with or ignore the public state-
ments and try to discern the underlying “true” values that guide the leaders’ behav-
iors. For this reason, we cannot talk about leadership without talking about values
and ethics—as discussed earlier.

A major challenge for leadership is to act in accordance with stated values. Few
things are more demoralizing to a workforce than to see a gap between a leader’s
walk and his or her talk. When you reflect on, identify, and declare your values or
your company’s values, you need to be sure you are a good role model of them. If
you are not, it would be better not to declare them.

Perhaps you have seen values statements before. One company printed a core
values pamphlet that declared Integrity, Communication, Accountability, Respect,
and Excellence with helpful statements under each about how an individual might
behave those values (e.g., “I act with integrity when I stand up for what I believe is
right”). Another company prints unique cards that say “Create a safe involved work-
place; Passion for growing with our partners; Recognize and reward strong perfor-
mance; Measurement defines progress; Speed a hallmark; Motivated, productive, and
diversified workforce is our goal; and Honesty and integrity” as its guiding princi-
ples. Kwon Jae-Hwa'’s federation of Tae Kwon Do schools offers five core values—
Courtesy, Integrity, Perseverance, Self-Control, and Indomitable Will—hung for all to
see on large signs in their practice area.

When thought through carefully and modeled consistently, values statements
can be especially useful. They can guide recruiting and promotion activities, daily
decision making, product development, production activity, customer relationships,
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organization design efforts, daily work habits, government relations, advertising,
and almost every feature of an organization’s activities. They tell us how we might
make decisions, but they don’t tell us what to do. We still have to figure out how to
get from mission to vision.

STRATEGY

A strategy statement is different from a mission statement, a vision statement, and a
values statement. A strategy is a choice about the broad approach an organization is
going to take toward executing its mission statement and in so doing, develop a com-
petitive advantage. In that sense, it is a “how” answer to the mission statement’s
“why” and the vision statement’s “what.” Rather than focusing on principles of
activity as the values statement does, the strategy states explicit broad decisions
about targets of business activity. In that sense, a strategy is more specific than a val-
ues statement, but less specific than a goals statement. A strategy distinguishes
between the routes we take as we move toward a vision, yet allows the values we
espouse to continue to govern our activities as we move along that route.

Strategies may relate to the various functions of the firm or to its overall direction.
Strategy questions in finance, operations, marketing, and human resources need to be
answered. Will we take the high equity or the high debt road? Will we go public? Will
we take the make or buy road? Will we take the head-on or the niche competition road?
Will we attack the high-margin or the low-margin segments? Will we source here or
there? How will we attract and retain talent? And so on. Strategies, by definition, are far-
reaching in their implications and cannot be changed easily. Because most organizations
formulate functional as well as corporate strategies to govern their financing, produc-
tion operations, marketing, and organizational areas, effective organizations also create
ways of tying these strategies together so that all are working in concert to support the
overall strategy of the firm. The purpose of a strategy is to create a high value added,
difficult to imitate, and relatively unique set of organizational capabilities.

Strategy: What path will you take toward implementing your vision?

So, in the end, this collection of strategies should target the development of rel-
atively unique capabilities within the firm that focus on a set of customers. Note
that capabilities are not competencies. We may think of competencies as relatively
discrete and individual skills existing in various parts of the organization. They may
have to do with technical aspects, customer relationships, process management,
computer management, data collection, or other narrow areas. To become true com-
petitive capabilities, though, competencies must be bound together and integrated
in ways that augment each other in a powerful synergy. For example, a company
may collect lots of data on customers; however, only when account managers are
selected and trained to utilize those data in a timely fashion is the potential power
of the organization unleashed. (See, for example, the story of Capital One.”) These

’Capital One Financial Corporation, HBS Case 700124.
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larger capabilities (in the Capital One case, the capability was segmenting and serv-
ing the financial credit market almost customer-by-customer) grow out of the indi-
vidual specialized competencies, the encompassing organizational structures, the
processes that bind them, and the leadership behaviors that grow them. Developed
over time, these capabilities become hard to imitate and give the firm a distinction
and a foundation for competing in the marketplace. Clearly, effective leadership has
to do with working directly in the process that defines this strategic focus and in
overseeing the way in which an organization develops its competitively advanta-
geous capabilities.

The effective leader, then, is a leader of strategic change, who understands the
mission, who sees and communicates relentlessly a clear vision, who stands on a
solid values foundation, and who knows how to initiate and effect changes that will
have a long-lasting and productive impact on the organization. This perspective
begins to define the most common target areas for leading strategic change efforts:
interventions in mission, vision, technology, organizational design, and acquiring,
developing, and deploying human resources.

OPERATING GOALS
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Goals, of course, come in both short-term and long-term forms. Long-term goals
begin to approach what constitutes a vision statement, while short-term goals pro-
vide milestones for the organization as they move toward the vision. Short-term
goals help people decide what to do today and tomorrow, and help them link mis-
sion and vision statements with their own work.

For that reason, goals can be dangerous. If organizational members don’t see,
understand, and connect the mission, vision, values, and strategic statements, explicit
or implicit, of the firm, they can easily lock onto short-term goals and begin to focus
their activities on achieving those goals. As long as the short-term goals in place are
carefully aligned with the other statements, this focus is fine. In a world that is chang-
ing at an increasingly frenetic pace, however, it is more and more difficult to select
specific goals that are always aligned with meeting customer satisfaction. Political,
economic, and social events now change so quickly that many firms find it harder and
harder to establish realistic annual goals, much less two- or three-year plans.

What indicators will you use to signal progress along the path toward your vision?

Nevertheless, short-term (monthly, quarterly, or annual) goals based on the right
measures can help guide day-to-day efforts enormously. Books have been written about
how to select goals, how to write them, and how to work on them. The distillation of
many of these books is that effective goals (personal or organizational) are tied directly
to the mission and vision; they are specific, clear, have deadlines, and are attainable. As
noted in the preceding chapter, though, seeking continuous improvement through the
attainment of short-term goals may actually be the path to a lingering strategic death.
Quarterly goals do not represent strategic vision. Indeed, quarterly results need atten-
tion; however they are not the end, not the purpose of the organization. Executives
who mistake quarterly goals for strategic vision lack the latter.
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SUMMARY

Leaders who confuse the concepts, content, and wording of missions, visions, values,
strategies, and goals present an unnecessarily confusing picture to their organiza-
tional members. If you understand the differences between each of these elements of
a comprehensive organizational charter, you will be better prepared to create content
for each, to communicate the purpose of each, and to use them in organizing and
energizing your organization’s members. The process is diagrammed in Figure 12-3.
If a would-be leader does not have a clear vision of what he or she thinks the orga-
nization should become, the northeast axis in our basic model is broken. Without
this clarity, the leader’s communications to the employees along the northwest axis
will also be broken. This disruption results in employees who are unable to form
their own view of what we’re working on here—the east-west axis fails to form and
the leader is relegated to constant supervision in guiding the employees toward
short-term goals.

Developing an organizational charter is a powerful step toward learning and
implementing Level Three leadership.

On the other hand, if leaders have a clear mission and vision in mind for the
organization, they are much better prepared to talk with employees (and other con-
stituents) at that level. Then they can talk about why they’re in business, what they’re
trying to create, and which customers they’re trying to serve. This clarity helps
employees to “see” the purpose of their work—a purpose that extends beyond the
creation of wealth for other people. This vision begins to create the east-west axis and

Figure 12-3 Key Links in Organizational Charters
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reduce the need for constant supervision. If the organizational design, including the
selection, work design, appraisal, reward, and learning systems, of the organization
supports the vision, the east-west axis will be strengthened, and further, the ties
between employees and the organization, the southwest axis, will be strengthened.

The sixth and final element in an organizational charter, therefore, is the leader
who defines the other elements. If the first five elements are fuzzy, uninspiring, or
misaligned, we can only look to the leadership and ask, “Why don’t you work on clar-
ifying these elements?” This direct question can be threatening. Sometimes people
will answer, “Because the questions are irrelevant to running the business.” Usually,
the executive does the “mission work” or “visioning” as a program that someone con-
vinced him or her to do—rather than as something he or she believed in. At the same
time, interviews with employees often reveal that they are confused about where they
are going and what they should be doing besides putting in time and collecting a pay-
check. It is the widely known and well-used formula for mediocrity. Sometimes peo-
ple will admit, “I don’t know how,” in which case, there’s hope. The leader may be
willing to learn and to invite colleagues to learn as well. As they work on developing
their joint views on mission, vision, values, strategy, and goals, they build stronger
teamwork and, more importantly, shared understanding of what the organization is
all about. After working through their charters, many individuals feel a renewed
sense of purpose and energy for their work. Developing an organizational charter
provides a powerful step toward learning and implementing Level Three leadership.

An exercise with some work space in the workbook will allow you to work on
your personal, work group, and organizational charters. If you continue to refine your
charters, revisiting them regularly and polishing and updating the language, your
clarity of strategic thinking and intent will improve and your ability to communicate
with your employees at Level Three will also expand.

PRINCIPLES OF EFFECTIVE LEADERSHIP
INTRODUCED IN THIS CHAPTER
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1. Many leaders confuse the terminology of strategy, often mistaking short-term
operating goals for mission, strategy, or even vision.

2. The concept of a charter is a good way of clarifying this confusion. Charters con-
sist of a mission statement, a vision statement, a values statement, a strategy,
operating goals, and the leadership who define them.

3. A mission statement defines the reason for the existence of the organization, and
in a memorable, artful way states its purpose.

4. Avision statement is a mental and verbal picture of what the leadership believes
the organization could and should become. Vision does not result from the
“right answer”—it is a question of desire, faith, and values.

5. A values statement makes explicit the principles upon which the company will
do business. Values statements can be dangerous if leadership does not behave
in accordance with the espoused or stated values.

6. A strategy is a broad set of decisions, functional and organizational, that define
how the company is going to go about working toward its vision. Strategies may
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change from decade to decade in established firms, but yearly or quarterly
changes are hardly strategic due to the time and effort it takes to mobilize
resources to develop corporate capabilities to support the strategy.

. Operating goals are often mistaken for strategic intent. They consist of short-

term, quarterly targets on key indicators of progress along the strategic pathway.
Poor choice of measures can sidetrack a strong strategy by sending mixed signals
to the employees and encouraging behavior that may actually be self-defeating.

. The charter concept can be applied to an organization, to the various divisions

and work groups within it, and even to individuals. A strong personal charter
will help a would-be leader select career opportunities, communicate effectively
with others, and build a stronger plan for the organization.

QUESTIONS FOR PERSONAL REFLECTION

Ol = W N =

10.

11.

. What is the purpose of your life?

. What is your vision for your future?

. What values do you stand for—in your behavior as well as your speech?

. What strategy are you pursuing in order to reach your vision?

. What are your short-term annual goals that will indicate your progress along

this strategic pathway?

. What is the purpose of your work group? Can you articulate this purpose in a

powerful, memorable way?

. What is your vision for your work group or your organization? What do you

think it should look like in 5 or 10 years?

. What values are you modeling in your work group? What would your associ-

ates say if they were interviewed independently?

. What is your strategy for moving toward the vision you see for your work

group or your organization?

Why are you waiting and letting other people set the mission, vision, and strat-
egy statements for your work group and/or organization?

What will you have to do differently to create clearer mission, vision, values,
and strategy statements for your work group or organization?
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