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LEADERSHIP

Like his predecessors, Johnson runs a tight ship in all aspects
of operations, boasting excellence in product and service
quality and a finely tuned supply chain. The company capi-
talizes on economies of scale and enjoys the lowest costs in
its industry.

But when we first spoke with him a year and a half ago,
he was worried that those managerial assets were turning
into liabilities. “We’re seeing focused competitors in nearly
every segment of our business,” said Johnson. (We’ve
changed his name and other details to protect the confiden-
tiality of our conversations.) “They’re small, but they attack
like piranhas” The new entrants were bringing out products
and services that distributors loved. Their lenient return
policies encouraged customers to try their offerings. Their
faster deliveries within tight time frames reduced distrib-
utors’ warehousing costs and inventory levels. Johnson’s
company was having trouble responding to the pressure,
particularly when doing so required the denizens of its well-
guarded organizational silos to collaborate with one another
on innovations.

As consultants, we hear similar concerns from many
executives like Johnson interested in creating agile leadership
teams. One of us (Darrell) has written about the opportunities
and challenges of ramping up agile by adding more and more
teams (see “Agile at Scale,” HBR, May-June 2018). But after
studying hundreds of companies for our new book, we believe
that ifa company wants to be fast on its feet, transform cus-
tomer experiences, and continuously outpace competitors,
it needs more than lots of agile teams. To create a truly agile
enterprise, the top officers—most, if not all, of the C-suite—
must embrace agile principles too. This article explores how
agile leadership teams function, how they differ from conven-
tional executive committees and from other agile teams, and
what agile means for senior executives’ day-to-day work lives.

CREATING BALANGE FROM THE TOP

The job of a conventional agile team is to create profitable,
innovative solutions to problems—come up with a new
product or service, devise a better business process, or
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develop an advanced technology to support new offerings.
The job of an agile leadership team is different. It is to build
and operate an agile system—that is, an agile enterprise.

Building an agile enterprise does not mean replacing
traditional operations with agile teams everywhere. Agile
is primarily for innovation, and the testing and learning
itinvolves can compromise critical operating processes.
Imagine the adverse consequences of encouraging wide
variation, on-the-spot experimentation, and decentralized
decision-making—all hallmarks of agile—in areas such as
food or drug safety, antidiscrimination and harassment
policies, accounting standards, and quality control. Thus,
building an agile enterprise means finding the right balance
between standardizing operations and pursuing (sometimes
risky) innovations. If you were running a restaurant, you
would want to make sure that the food and service were of
consistently high quality and that the decor was always clean
and appealing. At the same time, you would need to inno-
vate: for example, introduce new menu items, new kitchen
or front-of-the-house procedures, or new features such as
a customer personalization program. If you pay insufficient
attention to operations, quality slides and costs rise, harming
both customers and the business. If you devote insufficient
attention to innovation, your restaurant becomes boring and
unable to adapt to a changing environment.

In a large firm, it’s not easy to maintain balance. A busi-
ness’s operating system is made up of many components—
for example, the firm’s purpose and values, its talent engine,
and its data and technology systems—and each of these can
get seriously out of whack, becoming either too staticand

 IDEAIN BRIEF .|
THE PRINCIPLE THE TEAM
If a campany wants to continually
outpace competitors, it needs more
than lots of agile teams. It requires the
company's top officers—most, if not
all, of the C-suite—to embrace agile

principles too. innovations.

An agile leadership team
must focus on striking
the optimal balance
between standardizing
operations and pursuing

hidebound at one extreme or too risky and chaotic at the
other. (See the exhibit “Balancing the Agile Enterprise.”)
There’s no set formula for finding the right balance. Every
company and every activity within each company will differ.
Managing R&D activities for a robotics business, for example,
demands a different balance point than managing operations
for a salt-mining company. To find the optimal balance, the
agile leadership team typically begins by creating new met-
rics to help determine how agile the company is, how agile it
should be, whether it is moving in the right direction at the
right speed, and which constraints are impeding progress.
Surveys of internal and external stakeholders to obtain
their subjective views of business processes combined with
objective measures—such as innovation cycle times, flow
efficiency (work time versus wait time), and market share
changes—are useful for determining the existing state of the
operating system components. The team then develops a
sequenced list of activities aimed at achieving an optimal bal-
ance for each component. The agile process forces leaders to
get out of their silos and work together as a multidisciplinary
group, breaking through impediments and pivoting when
necessary. By rebalancing whichever of the components are
out of alignment, they will, over time, create an operating
system for an agile enterprise.

THE AGILE LEADERSHIP TEAM

Typically, the agile leadership team includes part or all of a
company’s executive committee. At a minimum, it consists
of the CEQ and the heads of finance, human resources,

THE CHALLENGE

Exegutives on the team have to play multiple
roles: build and run the agile enterprise
operating system, oversee business units
and functions; serve as mentors and
decision makers; and handle the crises of
the moment.
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technology, operations, and marketing—the individuals most
critical to the components of the operating system.

For most types of agile teams, members are allocated
100% to a single initiative. That’s not possible for agile leader-
ship teams. Executives must simultaneously play multiple
roles. They have to build and manage the agile enterprise’s
overall operating system, diagnosing which components
need to be improved and figuring out when and how to
strike the optimal balance in each. They have to sponsor and
Iend their expertise to teams tasked with redesigning and
rebalancing one or more components. At the same time, they
must continue to oversee business units and functions and
ensure that operations run reliably and efficiently. They must
serve as mentors, coaches, and decision makers. And they
must handle corporate governance issues such as compliance
and shareholder communications—not to mention the crises
of the moment. While performing such operating roles,
leaders should keep agile values and principles in mind,
but they do not organize into formal agile teams with all the
associated roles, ceremonies, and artifacts.

Handling these responsibilities is a tall order, far different
from both a traditional executive committee’s work and that
of textbook agile teams. Let’s examine how this plays outin
practice, returning to Brian Johnson and his company.

The CEO. After our initial conversations, Johnson
decided to create an agile leadership team consisting of the
CFO, the CHRO, the CIO, the COO, the CMO, and himself.
Then he took on the role of “initiative owner” for building
an agile enterprise.

It took about five months, he told us, for the executive
committee to begin thinking and acting as an agile leader-
ship team. Johnson’s first step was to articulate the need for
change and restructure the agenda for the team’s six-hour
Monday meetings to spend less time on operating details
and more on strategic issues. In those meetings, the group
clarified the company’s strategy, reassessed the value of
current activities, and decided to stop a number of projects.
And it committed to using agile approaches to focus ona
major strategic initiative dubbed Project Fusion, which tar-
geted a large customer segment with the goal of significantly
growing market share and increasing revenues by billions of
dollars. The team broke the initiative into three components:
One focused on improving the product development process.

Another examined ways to broaden distribution channels
and improve the supply chain. The third explored marketing
programs to increase awareness, trials, and purchases. Team
members laid out their ambitions for each component and
established metrics to track progress.

They then identified all current work related to those
areas and decided how to convert the most innovative
activities into 25 agile teams. Some existing work was
curtailed; some was combined and reconfigured. All of it was
coordinated using agile principles and practices to prioritize
activities and develop flexible road maps. The product team,
for example, first sequenced a list of products to develop and
then sketched out scenarios for collaborating with third-
party partners on each one.

Johnson led the creation of a management structure for
Project Fusion, consisting of a star senior manager from the
operations department to head the project and three other
respected managers to serve as “initiative owners” of the
25 agile teams. (An initiative owner—the person ultimately
responsible for delivering value to internal and external
customers and to the business—usually comes from a
business function with expertise vital to the initiative and
divides his or her time between working with the team and
coordinating with key stakeholders, such as customers,
senior executives, and business managers.) All four manag-
ers were assigned full-time to the project. The executives on
the agile leadership team sponsored the parts of the initiative
that were related to their areas of expertise. As sponsors, they
mentored the initiative owners, helped them make tough
trade-off decisions and find experts, and ensured that key
departments executed the agile teams’ recommendations.
(For more on how agile teams are structured and operate,
see “Embracing Agile,” HBER, May 2016.)

Meanwhile, Johnson led the members of the leadership
team in drafting an agile manifesto to guide their own
behaviors. (See the exhibit “An Agile Leadership Team’s
Manifesto””) The document would serve as a kind of north
star to help keep them on track and prevent backsliding in
their interactions with the team.

In the past, similar “transformation” programs were man-
aged on a part-time basis by mediocre people whose time
was relatively easy to free up. The programs consistently
failed. So this time around the leadership team decided to
dedicate some of the company’s best, most admired manag-
ers to the effort and to design the work by starting with the
customer. They further agreed to give the leaders of Project
Fusion whatever support they requested, using short daily
meetings (often called stand-ups) to help remove impedi-
ments—a topic we’ll discuss below.

At least once a month, Johnson asked all 25 agile
teams on Project Fusion to rate his leadership team on
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its adherence to the principles of the manifesto. He spurred
the CIO to install software tools that increased the visibility
of agile teams throughout the organization, with the goal
of minimizing duplicative work and increasing collabora-
tion. He encouraged the leadership team, other decision
makers, and other agile teams to use the system to see in real
time what everyone was working on, what their backlogs
were, what they planned to accomplish by when, and what
interdependencies existed among teams. He went out of
his way to represent the voice of the customer in leadership
work sessions.

The CFO. Johnson’s chief financial officer quickly became
one of the most active members of the agile leadership team.
She worked closely with Johnson to focus work-session agen-
das on decisions and roadblocks and to call out behaviors that
were inconsistent with the leadership manifesto. She applied
financial tools to help the agile leadership team build and
sequence the corporate backlog of initiatives. (The executive
committee had historically struggled to prioritize its activ-
ities and wound up trying to do too many things at once.)
The CFO taught leaders of all agile teamns to sequence their
activities by constructing a simple financial scenario: How
much value would be lost if each initiative began six or 12
months from now rather than today? Initiatives that had the
highest cost of delay—either because the benefits were so big
e or because seasonal opportunities or competitive advantages
= : would be squandered—rose to the top of the backlog.

Her most important work lay in her own domain. She
began revamping the planning, budgeting, and reviewing
process—first for Project Fusion and then for other parts of
the company that were tackling innovation programs. She
reset corporate objectives to reflect the new priorities. She
created new financial reports for the strategic agile initiative.
She also commissioned agile teams to develop planning and
budgeting processes similar to those used by venture capital
firms with start-ups. Previously done annually, the processes
would now occur more frequently—at least quarterly—but
would be less onerous. Rather than relying strictly on finan-
cial forecasts, teams would increase the transparency of key
assumptions, create ways to test them, and identify potential
impediments. For example, teams would not simply forecast
sales; they would break them into the number of customers
per year, frequency of purchases per year, number of items
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per purchase, and average revenue per item. The most
critical and risky assumptions could thus be tested first, and
deviations from expectations could be examined and refined.
As data began to come in, frequent feedback loops would
accelerate decisions to grow gains and limit losses, just asin
the venture capital world.

The CHRO. The head of human resources focused on
revamping the company’s talent engine to power the trans-
formation. Now that agile teams were using fully dedicated
people rather than part-time allocations, the CHRO needed
to develop new career paths and appropriate reward systems
for members of the major agile initiative, along with pro-
cesses for backfilling their previous positions. To identify the
kinds of people who should be hired or moved and the skills
they would need to succeed, he studied the effectiveness
of previous agile teams in the IT department, which had
adopted agile long before the rest of the company (a common
phenomenon). A key determinant of a team’s success, he
discovered, was its initiative owner, so he analyzed the char-
acteristics of successful versus unsuccessful people in that
role. He developed hiring, training, and coaching programs
to build common agile skills across technology and business
areas. He clarified decision rights among agile teams and
operating managers—a frequent source of confusion in many
agile transformations.

The CI0. Since the IT department had the most expe-
rience with agile, the CIO took on the role of coach for the
agile leadership team. He pointed out when team members
were following agile principles and practices and when they
were slipping into dangerous shortcuts or dead ends. He also
developed templates that outlined for agile teams what was
required before launching. To be “ready to begin,” each team
had to identify a major customer opportunity; take respon-
sibility for specific outcomes; staff the team with dedicated,
multidisciplinary experts; and commit to applying agile val-
ues. It had to prove that it could work autonomously, create
rapid prototypes, and collaborate closely with customers,
and it had to have the support of a senior sponsor.

The COO. This executive took on the role of chief inte-
gration officer, creating the processes that agile innovation
teams and the operating units would need to work together
and scale up. For example, he ensured that agile teams
designing new pricing strategies connected regularly with his

pricing execution teamn, and that teams studying the prod-
ucts that customers said they wanted worked closely with his
product managers. He freed up several senior leaders from
his department for Project Fusion. He committed to coaching
them and to breaking through operational impediments.

The CMO. The chief marketing officer’s role expanded
from traditional branding and advertising activities to help-
ing business units identify and prioritize strategic opportu-
nities. She consolidated fragmented and often conflicting
reports from various business units into a centralized source
of data on customer segments, documenting their size,
growth rates, changing needs, and satisfaction levels with the
company and its competitors. She increased the frequency
and depth of customer feedback, and she worked with the
CIO to install state-of-the-art technologies for learning from
customer communities. She also gathered intelligence on
competitors, including their market shares by segment and
their innovation activities. She shared this information with
the agile leadership team weekly.

THE TIME PROBLEM

Asking senior leaders who are already flat out to take on

the new tasks and rhythms that agile requires sounds like

a bridge too far. What Johnson and other agile leaders have
found, however, is this: Agile enables top executives to
delegate many of their activities to subordinates so that they
can focus on what only they can do. Executives come to
understand that an hour spent reviewing or second-guessing
the work of experienced operating managers creates far

less incremental value than an hour invested in developing
major cross-functional innovations—a task those operating
managers are not in a position to handle.

We studied the calendars of three senior executives whose
companies became agile organizations, quantified how they
spent their time, and then interviewed them. We ran the
findings past about a dozen other agile executives, and the
results were consistent and eye-opening. By the end of the
transition to agile (a three-year process for those firms), the
leaders had quadrupled the time spent on strategy (from 10%
to 40%) and reduced the time spent on operations manage-
ment by more than half (from 60% to 25%). The time spent
managing talent had risen slightly (from 30% to 35%).

AGILE WAYS OF LEADING

Senior executives of large companies know a lot. They brim
with self-confidence. These are the characteristics that
helped make them successful, but the same characteristics
can turn into liabilities: Some executives believe they know
more than they do; some issue orders without having all the
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Balancing the Agile Enterprise

A business operating system comprises many components, each of which can get out
of balance. To create an agile enterprise, the agile leadership team identifies the optimal
balance point for each component—this may not fall in the center, depending on the
firm’s context and circumstances—and then assesses where rebalancing is needed.

SAMPLE COMPANY
(_ Ideal agile balance point

® Where the company actually is
<— Rebalanting needed

SYSTEM COMPONENTS STATIC AGILE CHAOTIC
Purpose and values Soulless : o - 4.,.—._' i i ' Vagueand
targets Inspiring shared ambitions figkle goals

Strategy Detailed plans ©

—e  Uncoordinated and

and commands "~ Adaptive mad.éﬁ’apsﬂ undisciplined plans
Leadership and culture Authoritarian e T e——e " Benign
Taylorism Culture of learning and engagement neglect
Planning, budgeting, and reviewing Rigid annual & _' .——-—-———> o = Haphazard systems
templates Dynamic feedback loops of management
Structure and accountabilities Bureaucracy i 7 "”Wﬁi_iii_______ ) ST ' Anarchy
Bounded autonomy
Talent engine Disengaged ST b . <;. ' Impractical
conformists Collaborative experts Inventors
Business processes Inflexible e T Foatic
operations Balanced and harmonized activities innovations
Technology and data Monolithic BRI ——— ' Disjointed
systems Modular architectures solutions

Source: Bain & Co.

facts. An agile environment has a way of challenging such
leaders. People who work on agile teams—even if they don’t
rank high in the organization—are likely to respond to orders
with comments like these: “That might be the right answer,
but we’d like to test it first” Or “Our data shows that custom-
ers don’t value the feature you’re proposing.” Or “We tried
that idea and rejected it. Here’s why.”

Agile, in short, requires humility from leaders. We don’t
mean a false humility but rather the sort that accelerates
learning and bolsters the confidence of every team member.
Humble people recognize the futility of predicting the unpre-
dictable and instead build rapid feedback loops to ensure that
initiatives stay on track. They understand that good ideas can
come from anyone, not just from those with the highest sta-
tus. They view their job as helping team members learn and
take respomnsibility, rather than telling every team member
what to do and how to do it. An agile leadership team has to
adopt such attitudes or its pronouncements will ring hollow.

Let’s now look at three examples of this kind of humble,
agile mindset in practice to see how it affects everything
an agile leader does—including operations management,
coaching, and even administrative governance.

Rapid feedback everywhere. Agile innovation teams
famously use short sprints (one- to four-week work intervals)
and daily stand-up meetings to create feedback loops that
identify and resolve impediments to progress as quickly as
possible. Johnson is taking these feedback loops to another
level. Each of the 25 agile teams on Project Fusion meets at
8:30 AM to talk for 15 minutes about plans for the day and
potential bottlenecks. At 8:45, the leaders of the 25 teams
meet in three teams-of-teams to share perspectives and
jointly solve as many of the problems as they can. At 9:00,
the leaders of the three groups—the initiative owners—meet
together with the owner of Project Fusion to share their
findings, resolve as many unaddressed problems as possi-
ble, and prepare to meet with the agile leadership team. At
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9:15, the four of them meet with the agile leadership team to
summarize plans for the day and present a list of decisions
and impediments that they need the agile leadership team
toresolve. Not every C-suite team member is able to attend
every meeting, of course, and people on the road often join
by video conference. But the team recognizes that coming
together each day to make decisions—for just 15 minutes—
is essential to avoid confusing and conflicting guidance. By
setting aside this time and forcing discussions frequently,
the executives dramatically speed the pace of decisions.

This approach is working so well that Johnson is now
experimenting with the process in more parts of the organi-
zation, including business units and functional departments.
This is similar to the system of daily huddles that Marc
Harrison, CEO of Intermountain Healthcare, uses to acceler-
ate improvement in his network of hospitals and clinics (see
his article “How a U.S. Health Care System Uses 15-Minute
Huddles to Keep 23 Hospitals Aligned” on hbr.org).

From commanding to coaching. As amanagement
board member and chief technology officer of Bosch Power
Tools, Henk Becker was asked to launch the division’s agile
transformation in 2016 as part of a larger, enterprisewide
initiative. He set up agile teams that developed collaborative
approaches consistent with agile values and principles.

Becker told us that he had to change himself as the teams
changed their ways of working,. A few courageous leaders had
begun giving him feedback of a sort he’d never heard before.
They told him that they wanted to be led differently. His lead-
ership style, they said, wasn’t bringing out the best in people,
nor was it positioning Power Tools to win in the marketplace.
They cited times when he undermined their authority or
unnecessarily delayed their work. The experience, he says,
was “a click in my brain and in my heart” He realized he
needed to change his attitude and his behavior.

So he began a process of self-reflection and asked for
more and more feedback. At first people were dubious: Was
this just a passing fad? Slowly, Becker began to build trust
and broaden the group of people giving him feedback. He
shifted his focus to concentrate on the potential of his people
and the organization. He started using positive language,
asking “How can we?” instead of focusing on why something
couldn’t be done. He engaged in two-way communication
instead of issuing one-way direction. To demonstrate his

An agile leadership team should document the principles and

behaviors that members will adhere to. Such a "manifesto” can

serve as a mechanism for holding people accountable. This
template, based on the original Manifesto for Agile Software
Development, is an effective starting point for customization.

Individuals and
interactions, not
processes and tools

We set a clear ambition
(“what” and “why") and
metrics for success but
delegate the “how” to the
team.

We empower teams and
believe that the right
answer lies not with us
but within the team.

Customer

engagement, not
rigid contracts
We encourage teams to
seek feedback froma
diverse set of customers
and pramote a culture
of rapid adaptation to
feedback.

We believe that things
can always be improved.

Working solutions,
not excessive
documentation
We strive for “good encugh”
working solutions rather

than demanding perfection.

We protect teams so that
they can focus; we rapidly
unblock key impediments.
We supportteams in
breaking down complex
problems and frequently
iterating in order to rapidly
deliver solutions.

P Flexibility, not
concrete plans

We celebrate learning
and create a safe
environment for teams
to take prudent risks
and test unconventional
hypotheses.
We embrace ruthless
and constant
prioritization and stop
activities that are not
yielding results within
the defined time frame.
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commitment, he gave up his office and parking spot. He also
stopped asking people to make him PowerPoint presenta-
tions; instead, he began relying on the information they were
already using. It took time, he says, but he became a different
leader—the kind who could successfully guide an agile trans-
formation. Becker is now CEO of Bosch Power Tools.

From meetings to work sessions. Once Johnson and
his CFO got comfortable with agile principles and practices,
they grew increasingly frustrated with old-style management
meetings. Most started with unclear objectives. People shared
their thoughts on random topics in random order. After hours
of discussion, meeting participants were in apparent agree-
ment—but when it came time to act, participants frequently
refused to do what others thought they had signed up for.
They would say that circumstances had changed and that
actions proposed earlier were now impractical.

Johnson eliminated as many meetings as he could. He
shifted the remainder from tedious reviews of activity
reports to collaborative problem-solving sessions. He began
every work session with a list of the issues to be resolved
and barriers to be removed. When decisions required tough
trade-offs among several functions, he pulled all the key
people together into “swarming sessions” that made deci-
sions in hours rather than weeks. He taught participants to
address problems by describing the options, evaluating the
trade-offs, recommending the preferred option, outlining the
assumptions behind it, describing the action steps necessary
to test the assumptions, and communicating explicit action
items for each member of the leadership team.

LEADERSHIP

Executives noticed the difference. Many referred to the
“constructive conflict” that replaced passive participation.
The team pushed discussions into decisions. The decision-
to-action pace increased. People left work sessions with a
clear understanding of their responsibilities and a greater
commitment to their goals. Johnson encouraged people to
create flexible road maps that enabled everyone to visualize
what would be accomplished, how soon, and by whom.
Over time, this approach to meetings spread throughout the
organization.

AGILE TEAMS OFTEN cite leadership and culture as the
greatest barriers to the successful scaling of agile. But most
leaders aren’t fighting agile. They simply haven’t understood
how it applies to their roles or how to perform those roles in
ways that enhance agility.

Agile leadership demands that executives create a care-
fully balanced system that delivers both stability and agility—
a system that runs the business efficiently, changes the
business effectively, and merges the two activities without
destroying both elements. An agile leadership team views
development of the agile system as an agile initiative—in
fact, as the most vital of all agile initiatives. Senior executives
learn to manage the transition as an agile team. They view
it as a continuous improvement program, not as a project
with predictable end points or fixed completion dates. They
realize that going too slowly may fail to achieve escape
velocity, and that changing too fast will create chaos. So they
sequence and balance all the components, recognize the
value of role-modeling agile behaviors, and appreciate that
how they make decisions will be as important as the deci-
sions themselves. When it all works, they improve business
results, unleash the potential of employees, and enhance
their personal job satisfaction. @
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