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Preface

Our experience is that most organizations start with a product or service idea. In the case of a product or software, the engineers go to work to craft a better solution than exists in the marketplace. The same is true of service businesses. The aim is to provide a product or service that is regarded by the market as much better than competing offers. If successful, the product or service gets adopted by lead users, and over time the organization gains customers, adds employees, and experiences revenue growth. If all goes well, it grows from a small start-up to a healthy mid-size or large firm.

At this stage, we observe that organizations take one of two paths. The first is positive. The firm continues to renew itself. It closely monitors marketplace developments and can meet current marketplace needs as well as transition to the future marketplace. Thus, it balances competing in two time periods, the current marketplace and the future marketplace. This is what Peter Drucker termed “managing continuity and change.” For a variety of reasons, this is very hard to do. But a select few firms can and do make this happen. The second pathway is quite the opposite. The firm “locks” in on a business model, optimizes the business model, and, as a result, is unable to reinvent itself to compete in the future. Kodak, Blackberry, and Nokia are all examples of firms that competed well in a particular historical period but were not able to pivot to a new business model. Unfortunately, many firms follow this second path.

There are many reasons why this pivot does not happen. One critical reason is that the senior leadership remains technology- or product-focused rather than asking the basic question of “what business are we in?” Kodak was not in the business of cameras and film: It was in the business of creating memories. The technology to make memories is constantly evolving, but recording these events will ensure that they are with us forever.

Five Content Domains

If one is satisfied with just competing with a core product in one historical time period, then it may not be necessary to set the direction for the firm. However, if the organization aims to be around for a long period of time, it is essential to address all five domains covered in this book. Collectively, these answers provide both the collective goal for the firm that transcends a particular historical period as well as the values and culture to achieve the target. In the best of all worlds the direction-setting activities place the firm on a course not just to respond to marketplace developments but also to shape the evolution of the market. As Drucker often reminded us, great executives do not simply adapt to changing market conditions; rather, they influence the economic conditions in which the firm competes. In particular, this involves five key areas:


	The mission enables the firm to go beyond the “offering” to focus on the core customer benefit. The core customer benefit in Kodak's case – memories – lasts for decades if not centuries. It is not bound to one historical period.

	The vision articulates the fundamental target or goal for the enterprise. What does the world look like when you have accomplished your mission? Often this vision takes decades to achieve: It is ambitious, motivating, and energizes the workforce.

	The purpose of an organization answers a simple question, “why do we exist?” At the most fundamental level, how does your community or society benefit from the presence of your organization? Why do you make the world a better place? A strong purpose is rooted in ways that organizations help society function.

	The values of the organization provide the guardrails for ideal behavior in the firm. How are we going to go about achieving our mission and vision? What is the right set of beliefs and behaviors to guide all employees?

	And, finally, culture is how the work currently gets done inside the firm. What are the rituals, norms, and beliefs that shape how work gets done now? What type of culture does the firm want to put in place to compete now and in the future?



These five domains can be divided into two major parts: one that is externally focused on the marketplace (mission, vision, purpose) and one internally focused on how the work gets done inside the firm (values and culture). The mission and the vision are typically focused on your served market. The mission answers the question “what business are we in?” and the vision is focused on the achievement of that mission (i.e., what is the specific goal that we achieve if we accomplish our mission?). Finally, the purpose is rooted in the marketplace, but it goes beyond the customer. Instead, it is focused on the broader community or societal impact of your mission and vision. The key question, “why do we exist?” must be answered from a societal perspective.

In sharp contrast, the remaining two domains of direction setting – values and culture – focus on how the work gets done within the organization. What are the ways we want our organization to ideally operate (i.e., our values) and how can our culture support our vision? In general, the setting of values and culture should come after the establishing of a mission, vision, and purpose. The rationale is that different missions and visions require different cultures. A mission that is focused on “convenience and easy access” requires a very different culture than one focused on “the best cutting-edge technology.” The former may emphasize a customer-service-driven culture while a technology orientation may mean focusing on a culture of technology innovation.

Finally, the strategy of the firm – the specific, integrated set of choices related to “where to play” and “how do we win” in an industry – must follow from setting the direction. Strategy should be articulated in the context of a clear mission, vision, and purpose. Without a clear mission and vision, the senior leadership team has no context to make choices around markets to serve (or not serve) the specific positioning of the organization or the capabilities that need to be built to support their position.

Structure of This Book

This book is organized into two broad sections. The first section focuses on how to build a compelling mission, vision, purpose, culture, and vision. Each of these chapters follows a similar structure by identifying the key criteria to judge the quality of the concept, providing a few examples of the concept and then providing some guidance on how to do it. The aim here is for readers to be able to create or critique their existing mission, vision, purpose, values, and culture (MVPVC). This first section concludes with two chapters (Chapters 6 and 7) that provide guidance on how to “get started” on the journey.

The second section of the book (i.e., Chapters 8–10) focuses on the ideas of Peter Drucker and Confucianism. Drucker had a view on mission, culture, and values, and these are captured in Chapter 8. At the same time, Confucianism is a human-centered philosophy that operates at the individual, relationship, family, and societal levels. For society to function well, individuals need to engage in acts that put society first and individual self-interests second. As such, our intent in Chapter 8 is to demonstrate the linkages between each author as they relate to mission, vision, purpose, values, and culture. We conclude the second section with an overview of the work of Drucker (Chapter 9) and the writings of Confucianism (Chapter 10). Their collective work is the foundation for Chapters 1 through 5.

Building on Their Work

Importantly, we use the term “foundation” to mean that we are building on their work and moving it forward into the twenty-first century. In particular, we enhance and contemporize their work in five specific ways. First, business practices have advanced. For example, today's business world is highly networked both in terms of “ecosystems” of players that compete against other ecosystems and in terms of the tidal wave of change brought about by digitization. Drucker could not have forecast the fundamental shift in both forms of networks. Furthermore, the emergence of purpose-led organizations and brands has only truly emerged since his death in 2005. Our key point is that the world of business has changed and that we need to update our thinking about this world to reflect this change.

Second, business theory has advanced. Much has been written in the past 20 years that has pushed our knowledge of management forward. For example, Drucker did not have a distinctive position on purpose. Rather, his writing on mission included purpose. Given how much has changed regarding the role of purpose in organizations – we offer the examples of Microsoft, J&J, Unilever, and several others as case studies in Chapter 3 – we believe it is now exceptionally important to craft a stand-alone chapter on purpose. Purpose is distinct from mission, and this must be acknowledged. More generally, the advancement of business theory is reflected throughout this book.

Third, we have advanced our own thinking on the topic, and we want to share our perspective. For example, all of the chapters in the first section specify criteria to assess the quality of the concept (e.g., five specific criteria to evaluate a mission statement). This is our perspective, not that of Drucker or Confucianism. We have spent a good deal of time thinking about these issues, and we want to share our viewpoint.

Fourth, we shift from concepts to very practical guidance in Chapters 6 and 7. This is distinct from Drucker since he was focused more on the novel concept than the exact details of crafting the statements. This is not to say whether he would agree with us (or not), but “how do get started on the journey?” would not be part of a typical Drucker book or manuscript.

Fifth, we introduce new concepts and language to enhance the precision of work and reflect the changes that are unfolding in organizations. This is reflected throughout the entire book – in particular, the examples, criteria, and identification of the best-of-class illustrations in the first section. Each of these sections includes new thinking and language that moves practice forward. Our purpose is to use the wonderful thinking of Drucker and Confucius as a platform for building practical and straightforward advice on how to construct your mission, vision, purpose, culture, and values – and, ideally, shape the markets in which you compete. Collectively, these five choices set both the direction of the firm (e.g., purpose, vision, mission) and the ways the work gets done (e.g., culture and values). We hope you enjoy the book and apply the concepts to your firm.

Bernard Jaworski

Claremont, California

Virginia Cheung

Shenzhen, China
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Confucian philosophy is based on the idea that “change is
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the most effective way to
discipline employees who are
not performing as expected.
Virtue is not our priority.

4 5 6

We promote virtue, but we also
use punishment. People don’t
always choose to do what is right,
so we try to balance value
promotion and punishment. We
punish the “bad” and promote the
“good” at the same time.

|
8 9 10

Our organization is values-led rather
than performance-led. Our values
and our mission are our polestars.

We measure and promote
employees by values. We have rules
and regulations, but we believe that

if employees completely buy into
our values, there will rarely be a
need to punish or enforce rules.
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The ultimate goal of Confucian philosophy is a harmonious society.
Harmony in society is a result of the virtuous and ethical behavior
of individual members. Self-cultivation is achieved by continuous

reflection, practice, and evaluation.
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We spend very little time
talking about virtues, ethical
behavior, and social problems.
We do not specifically focus on
community-building to
improve society.

4 5 6

We are probably at the “industry
average in cultivating this type of
behavior” We articulate ethical
behavior and social responsibility,
but we do not measure our
employees on their virtuous
behavior.

8 9 10

Everyone is self-motivated and
persistent in working to shape ethical
conduct and virtuous behavior. We are
aware of our social impact. Social
responsibility is part of our everyday
practice and overall performance
reviews. It is simply how we operate.
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Measures results, not activities, for shareholders and all other
stakeholders.

Organization measures
activities, not results —
for shareholders,
employees, and
partners. Does not
have regular meetings
to track performance

Organization tracks the
“industry standard”
metrics. Largely focused
on financial results and
operations. Shareholder
concerns seem to
dominate mindset of

senior executives

Is a high-performing, results-

oriented organization — for
employees, customers,
shareholders, community,
and society.
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Regularly abandon things--products, policies, practices--that are no
longer effective or are consuming an inordinate amount of
resources when weighed against tomorrow’s opportunities.

1 2 3

Is comfortable doing business
the “ " over decades.

Never runs true “experiments” to

test when the core business

model must change. “Hopes”

business context and macro-

environment stays the same.
It does innovate — it only “

" to core products and
services — it does not abandon
things.

5 6

Firm innovates and abandons
products and services.
However, it is largely regarded
as a follower. Waits for others
to abandon products,
services, or markets —and
then tries to adapt to the
changes.

Firm has “
itself several times.
Recognizes that all process,
systems, products become
dated. Actively engages in
creative destruction.






OPS/images/f09-09.jpg
Live by a core set of values, animated by the belief that an
organization needs values “as a human body needs vitamins and

minerals.”

The firm does not
have a values
statement.

The firm has a values statement.
However, the statement is somewhat
generic —and could represent many

different firms. Employees may be

able to articulate the values — but

their behavior is “sometimes”
consistent with the firm’s values and
sometimes not.

Is a values-led organization. The
values are the north star that
guides the firm. The firm
regularly discusses if it adhering
to its values. All employees “buy
nto” and “live” the values.
Those that do not are removed
from the organization, even if
they are high performers.
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Keep an eye on the long term--and not just the short term--while
being mindful that, while “securities analysts believe that
companies make money, companies make shoes”

Firm is largely focused on meeting
quarterly financial targets. Does not
invest in understanding key forces
of change. Regularly cuts R&D
spending when financial results are
not satisfying Wall Street. Has no
clear point of view or plan to get to
the future

While firm is focused on meeting
short-term targets, it also allocates
time and attention to the future.
However, most in the firm would
agree that too little effort is spent
—time, money, and attention —on
how the firm will need to change
to compete in the future

Firm allocates 15-20% of its
attention on the future. Often
separate budgets and units are
established to help get to the
future. At the same time, the
firm is able to consistently
perform year over year.
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Push responsibility and accountability as far down into the
organization as possible and follow this basic communications

strategy: Listen down, talk up.

Only top executives take
responsibility. All others in
execution mode. Strong
command and control culture.
Employees what they are told.

Adheres to a strong hierarchical
structure with senior managers being
held responsible and accountable.
Employees largely follow direction and
have little discretionary responsibility

All the employees feel
responsible and accountable
for the success of the firm.
Heavy responsibility of front-
line employees to shape their
job requirements. All
employees held accountable.
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Our employees live by a core set of values, animated by the belief
that an organization needs values “

| | |

The firm does not
have a values
statement.

The firm has a values statement.
However, the statement is somewhat
generic —and could represent many

different firms. Employees may be

able to articulate the values — but

their behavior is “ 1
consistent with the firm’s values and
sometimes not.

[ [ |
8 9 10

Is a values-led organization. The
values are the north star that
guides the firm. The firm
regularly discusses if it adhering
to its values. All employees “!
" and “live” the values.
Those that do not are removed
from the organization, even if
they are high performers.
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Always remember that “there is only one valid definition of
business purpose: to create a customer” while accepting that
“quality in a product or service is not what the supplier puts in. It is
what the customer gets out and is willing to pay for.”

| | | |

Company relies heavily on its sales
people to use a variety of selling
techniques for getting customers to
say “yes”. The primary emphasis in
the company is on selling. Customer
satisfaction is considered important
but the emphasis is on going out and
pushing the company’ s products

Company does basic
market research —
but typically scores

“average” on
customer satisfaction
scores within its
industry

[ l [ |
7 8 9 10

Company does a lot of research to learn the
concerns of its customers, and

responds by developing new products and
marketing programs. The emphasis is

on understanding why customers act and feel
the way they do, and responding with
products that meet these needs.. Selling is
considered important, but the emphasis is on
making products

that will almost “sell themselves”
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Our culture is based on a strong set of of values, beliefs, norms, and rituals that
shape the behavior of employees. We have a strong culture —in the sense that
almost everyone “knows” how things work in this organization. Our culture is a

great fit for some people and a terrible fit for others.

Our culture — whether implicit or
explicit — is not supportive of our
strategy, mission and vision.
Some elements of our culture
are positive and some are quite
negative.

Our culture is neither a strength

nor a weakness of our organization.

Indeed, our culture is so embedded
in what we do - it is hard to
articulate and document our
culture. Our culture is not a

distinctive driver of our success.

We have a strong, positive
organizational culture that supports
our strategy. Our culture enables
new employees to imagine what it
would be like to be employed by our
organization. Our culture is a perfect
fit for some people and a terrible fit
for others. Our culture is one of the
secrets of our success
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See innovation--that is, “change that creates a new dimension of
performance”--as the responsibility of everyone in the enterprise,
not just the R&D staff

Innovation is a low
priority in the operations
of the firm and
responsibilities of its
employees. Firm is largely
focused on maximizing
present offerings

Has a dedicated R&D department
to take care of innovation in its
field. Innovation largely defined
as “product” orientation. Large
percentage of employees do not
engage in innovate behavior.
They do not see it as their
responsibility

All employees are entrusted with
the responsibility of innovating in
their area of operation and recent
examples of these types of
innovation exist. Innovation is
broadly defined — product
process, business model, alliances
and so on
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Embrace the fact that every organization develops people--“it
either helps them grow or it stunts them”--and so you do
everything you can to help them grow.

Places very little
emphasis on the
development of
employees. Low level of
employee loyalty.
Frequently experiences
high employee turnover.

Engages in employee
development through
training programs but only
at a very basic level.
Employee satisfaction and
loyalty scores are in the

“n pack” in
their industry

Develops programs around
professional and personal
development of its employees.
Viewed as world class in talent
development. Deeply loyal
employees. Employees are
aggressively targeted by competitors
or others outside the industry
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Demonstrate social responsibility not simply by having a CSR
department or donating to charity but by understanding that an
organization is responsible for “whomever and v

touches

\atever” it

The organization is largely
focused on short term financial
metrics. No attention is given to
social responsibility. At its core,

the organization may not believe
(and act in ways) that reflect
social responsibility

The organization has a CSR
department and has voiced its
commitment to corporate social
responsibility. However, the social
responsibility work is an “add on” —
and not central to the activities or
mission of the firm

The organization deeply
embraces its social responsibility.
Employees and leaders join the
organization because it takes its
social responsibility seriously — it
is not a slogan or catch phrase.
Employees believe and behave in
ways that are consistent with
social responsibility
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To develop a harmonious partnership, everyone involved must do
what they say they will do. Everyone must be committed to their
word at all times, and never overpromise on what they can deliver.
Executives should be role models who “walk the talk” to gain trust
of their peers and employees.

| | | |
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1 2 3

Our organization communicates to
stakeholders through branding and
marketing, but we cannot always keep
our promise to be truly client centric.
Internally, we tend to evaluate
ourselves by what we say rather than
what we do. Our executives
sometimes overpromise on staff
benefits and promotion opportunities.

[ | I
4 5 6

We have a solid brand that is
trusted by our shareholders and
stakeholders. Overall, we do a
very good job of delivering what
we say we are going to deliver.
That said, there is certainly room
for improvement. Our executives
and managers are exemplars to
follow most of the time.

[ [ I |
7 8 9 10

We are reputable because of our
trustworthiness with our employees,
customers, and partners. We consistently
deliver on our product and service quality,
as well as our values and social
responsibilities, even when they increase
our costs or negatively affect our short-
term financial performance. Our executives
are qualified role models. We work hard to
be the most trusted, reliable brand for our
clients in the long-term.
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