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Reviewing Strategic Performance:

Examining the Differences Between an Operational and a Strategic Perspective

By Richard S. Hawkes, Senior Strategist

Although most enterprise leaders and their teams think it is important to regularly review their
performance from a strategic perspective, in my experience many don’t really know how. This article
is about Growth River’s approach to quarterly enterprise performance reviews.

The agenda for a typical Growth River Quarterly Strategic Review includes:

1) Review Businesses

2) Review Functions

3) Review Enterprise

4) C(larify Roles & Commitments

This agenda can take %2-day to 2 days depending on the complexity of the enterprise.

Strategic Reviews versus Operational Meetings

The purpose of a strategic review is different from the purpose of an operational meeting. Not
understanding this difference is a common reason why leadership teams do a poor job at strategic
reviews:

e Inan operational meeting the goal is to solve problems and make decisions in the meeting.
In a strategic review the goal is to clarify roles, priorities and commitments so that problems can
be solved and decisions made outside of the meeting (by the smallest number of people necessary
for quality, buy-in and speed).

For example, imagine a medium sized enterprise called the “Zippy Button Company” with the following
roles:

e Sam is the enterprise leader (with all of the businesses leaders, the CFO and the COO reporting

to him).

o Billis the business leader of the North American business (with a business team reporting to
him).

e Steveisthe business leader of the South American business (with a business team reporting to
him).

e Jillis COO (with the developing and delivering function leaders reporting to her).
e Tomis CFO (with all of the support function leaders reporting to him.)
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The issue to consider is: “QuietRip Velcro fasteners are underperforming in North America.” How
would this issue be addressed in an operational meeting versus a strategic review?
In an operations meeting, a team drills down into one problem and then the next:

“Perhaps,” Jill the COO says, “by making our Velcro fasteners louder we can get more attention
and increase sales?”

“I disagree,” says Bill the NA business leader. “That’s not the problem...” The team continues to
discuss the problem.

“Okay,” says Sam the enterprise leader. “Jill, go ahead and do the marketing research on extra
loud Velcro.”

“Got it,” says Jill the COO. She then continues, “What’s the next issue?” And then the team
begins to drill down into the next issue.

Imagine an operations review as a vertical line an inch wide, but a mile deep — like drilling a deep well.

In a strategic review meeting, a team covers a wide range of issues and only drills into a given issue
deeply enough to establish the context required to ensure that issue will get resolved outside of the
meeting (right mindset, right roles, right priorities, right protocols etc.):

“So which role owns this louder Velcro issue (e.g. is it the business leader, product
development leader, marketing leader or sales leader)?” says Bill the NA business leader.

“I think you, Bill, should own it, with Jill's support,” says Sam. “Bill and Jill, what do you need
from this team and by when will you commit to having this issue resolved?”

The team then provides input while Bill and Jill take notes.

“We also should clarify who will have final call on how this issue is resolved,” says Sam the
enterprise leader. The team then agrees on a protocol: if Bill and Jill do not agree with each
other on how to resolve the issues, they will escalate to Sam and he will have final call.
“Okay, what's the next issue,” says Jill the COO. And, then the team reviews the next issue.

Imagine a strategic review as a horizontal line a mile wide but only an inch deep — like surveying a
landscape.

For leaders who are more used to operations meetings—those in which a team dives deeply into
problem solving—the fast pace in a strategic review can be disorienting. Imagine how an
operationally focused leader might react to this potentially politically charged conversation:

Jill the COO summarizes: “Okay, so Tom (CFO), will develop a recommendation for how those
members of the senior leadership team who consistently do not comply with team protocols
will be individually held accountable. Tom will present this recommendation to Sam (CEO).
Sam commits to making a decision within 30 days.”

Sam the CEO continues: “Thanks Jill. If no one has any objections, that issue is closed for now.
Next, let’s discuss who will have the final call on those product categories in which our South
American business will and will not compete?”

Steve, the leader of the South American business, goes into quite shock: “Help!” he thinks.
“First, [ don’t trust Tom to protect my interests and second, I want all of that decisions that
impact the South American business to belong to me because I am the leader of that business.”
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Because of the accelerated pace of a strategic review, it is essential that team members have the right
kind of mindset (e.g. create trust, are candid, are responsive, are assertive). High-performance team
alignment and coaching are a good way to cultivate the right kind of mindset.

What Is An Effective System-of-Roles?

A system-of-roles is how perspectives, authority and work are divided. Examples of systems-of-roles
include: protagonist-antagonist, house-senate, boss-employee, husband-wife-daughter-son and
designer-marketer-salesperson-manufacturer.

As illustrated in the example of Zippy Button Company, the work in a strategic review often involves
ensuring the system-of-roles is complete and clear, so that leaders can be held accountable in an
effective way.

Unclear, missing or ineffective roles are common causes for why business growth slows or stops. It
stands to reason, for a business to develop, sell and deliver products and services to customer with
partners all key roles must be present. Like the links in a chain, if one link is broken, the whole chain is
ineffective.

Key attributes of an effective system-of-roles include:

V' All key roles that are required for the overall business to succeed are present.

V' One individual, usually the enterprise leader, has the final call on who plays which roles
within the enterprise, and the legitimate use of rewards and punishments (e.g. power
dynamics).

Here’s how this plays out at Zippy Button Company:

Sam the enterprise leader makes his decision: “Until Jill can hire a new marketing director, that
role will be played by our sales leader Myles, who currently reports to Jill. However, my
request is that Jill regularly meets with Myles to ensure that he is effectively managing the
impact of the naturally occurring conflict-of-interest between his leading both the sales and
marketing functions at the same time.”

Notice: sometimes to ensure that all key roles are present, leaders must be required to play roles
that are not their strengths. The ability of a leader or team to enable others to play roles well in
areas that are not strengths is a true test of high-performance lead ership.

\  Another Kkey attribute an effective system-of-roles is that leaders are responsible for: 1)
advocating strategies, solutions and actions for how to win from the perspective of their
role; 2) and then aligning within a clear decision-making hierarchy.

The idea is this: leaders advocate upwards from the perspective of their roles within a clear
hierarchy but then align downwards with decisions made according to that hierarchy. In any
enterprise, the strategic decision-making hierarchy is as follows.
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Board / Enterprise Strategy (enterprise leader)
Businesses Strategies (business leaders)
Function Strategies (function leaders)
Processes / Projects (project / process leaders)

SN

“I advocate spending $500k to develop louder Velcro,” says Jill.

“I advocate spending $500k on partnering with a South American distributor,” says Steve.
Sam takes some time to think about it and says: “Upon reflection, I have decided that we
will pursue the louder Velcro opportunity first.”

“Okay Jill,” Steve responds, “what can my team do to best support your team in that effort?”

V' An effective system-of-roles allows for the naturally occurring conflict among key roles to
be leveraged as a source of innovation and tension, not treated as an uncomfortable
dynamic to be avoided.

In a healthy system-of-roles, certain roles will and should always be in creative tension with each
other (e.g. there should always be some creative tension between key functions including
marketing, sales and operations and between business leaders and function leaders.)

These creative tensions should be resolved with protocols. Protocols are negotiated among roles to
enable them to work interdependently in an effective way.

Jill, with the support of the team, proposes that, “the head of marketing not the business leader
has final call on brand.”

Sam with the support of the team, proposes that, “conflicts between marketing and sales that
remain unresolved for more than 30 days will be automatically escalated to the COO for
resolution.”

An Enterprise Map ¢ A Way to Visualize the System-of-Roles in an Enterprise

The enterprise map in Exhibit 1 shows
the businesses (royvs) and functions FUNCTIONS
(COlumnS) at the lepy Button Develop Sell Deliver Support

Exhibit 1: Enterprise Map.
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Some key Growth River definitions which help explain the why and how of an enterprise map include:

An enterprise is a portfolio of business, functions and leaders.

A business is a system-of-roles designed to develop, sell and deliver products and services to
customers with partners.

Business should be segmented from each other because of key differences in how products and
services are developed, sold and delivered which make investing or leading a given business
different from another business.

Business growth is acceleration in the throughput of products and services to customer with
partners. In other words, it is a result of the functions in a business working interdependently
in an effective way to develop, sell and deliver products and services.

A function is a portfolio of people, processes, relationships and resources. There are four kinds
of functions: developing functions, selling functions, delivering functions and support
functions. Sometimes when key functions are outsourced to partners (e.g marketin g partners,
selling partners, distribution partners, manufacturing partners), the role of the internal
function leader is to manage those partnerships:

Developing functions work together to create winning value propositions (compelling,
credible, memorable and can’t be copied.)

Selling functions work together to create successful purchase moments.

Delivering functions work together to deliver on promise-of-performance and generate
referrals.

Supporting functions provide other functions and roles with the capabilities that they
need to succeed but do not interact directly with the external customer.

The Strategic Review Process

You now have enough background to understand the logic behind the Growth River strategic review

agenda:

1)
2)
3)
4)

Review Businesses

Review Functions

Review Enterprise

Clarify Roles & Commitments

This sequence allows the functions leaders to review their functions in the context of the business
reviews. And it allows the enterprise leader to review the enterprise in the context of the business and
function reviews.
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1) Business Review

Each business leader presents to the enterprise team on the following questions from a business
perspective:

Requests made by the team at the last review?

Commitments made by the business leader the last review?

Top (1-2) major achievements since the last review? Tangible results?

The primary constraint to growth in this business? Root leadership causes? Root workflow

causes?

Top (1-2) changes to make to the business?

e Any surprises or unanswered questions?

e Requests to the team? Consider: conflicts to escalate, commitments to renegotiate, resources,
other...

e Commitments during the next 90 days?

The answers to these questions are kept in alog. The primary constraint to growth for each business is
marked on the enterprise map.

2) Function Review

Each function leaders presents to the enterprise team on the following questions from a function
perspective:

Requests made by the team at the last review?

Commitments made by the function leader the last review?

Top (1-2) major achievements since the last review? Tangible results?

The primary constraint to growth in each of the businesses that this function serves? Root

leadership causes? Root workflow causes?

Top (1-2) changes to make to the function? Any surprises or unanswered questions?

e Requeststo the team? Consider: conflicts to escalate, commitments to renegotiate, resources,
other...

e Commitments during the next 90 days?

The answers to these questions are keptin alog. The primary constraint to growth for each business
is marked on the enterprise map.

3) Enterprise Review
The enterprise leader presents to the enterprise team on the following questions:
e Requests made by the team at the last review?

e Commitments made by the enterprise leader the last review?
e Top (1-2) major achievements since the last review? Tangible results?
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e The overall primary constraint to growth in the enterprise Root leadership causes? Root
workflow causes?

e Top (1-2) enterprise level constraints to growth or obstacles?

e Any surprises or unanswered questions?
Requests to the team? Consider: conflicts to escalate, commitments to renegotiate, resources,
other...

e Topissues for the team to address during the next 90 days?

The answers to these questions are kept in a log.

Clarify Roles and Commitments

The enterprise team then works on the following types of issues, starting with the highest priorities
first:

e (larify missing roles.
Provide feedback to each other on leadership effectiveness.

e Negotiate protocols: agreements among roles to work interdependently in a more effective
way (e.g. decision-making, conflict resolutions, processes...)

o Negotiate priorities / strategies.

e Make commitments and define timelines.

At the end of the meeting the team agrees on:

e Key milestones towards which to work together.
e What to communicate to whom.
e What to keep confidential.

In Conclusion

Key benefits of this approach include:

U Ithelps keep an enterprise leadership team more focused on strategic than operational issues.
And it quickly exposes those leaders unable or unwilling to operate from a strategic
perspective.

U Itcreates an ongoinglog of changes made to a business system and the impact of those
decisions. Yes, this log can be invaluable as a learning tool, but such logs have also been used
to show potential investors how a leadership team makes business decisions resulting in
significantly higher valuations.
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