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Description

As the world becomes more complex and connected, the threat of
a corporate crisis grows. There are instances everywhere: We have
experienced firsthand how a pandemic, when spread worldwide, caused
massive global business disruption and a public health disaster; a corrup-
tion scandal causes a corporate leader to step down; the sudden death
of a CEO without succession planning in place causes instability; a data
breach shakes customer confidence; and quality issues trigger a wide-
spread product recall. These are just a few examples among many of the
recent corporate crises (Bawany 2020).

Today’s businesses face unprecedented challenges operating in a global
environment that is highly disruptive and increasingly volatile, uncer-
tain, complex, and ambiguous (VUCA). Disruption has significantly
impacted the way the world works, as many of us have experienced today
and in recent years. Apart from businesses, government and individuals
are also responding to shifts that would have seemed unimaginable even
a few years ago. The current wave of disruption, including the recent
coronavirus (COVID-19) pandemic, the known forces of Industry 4.0
(such as artificial intelligence (AI) and robotics), globalization, geopo-
litical tensions, and demographic change, is reinventing the workforce.
Internet technologies have enabled drones and driverless cars, which are
transforming supply chains, logistics, health care, and even defense and
security, such as the war against terrorism (Bawany 2020).

Organizations face challenges that present varying levels of severity.
But handled poorly, even a seemingly minor shock has the potential to
escalate into a crisis that threatens the viability of a business. A crisis and
disruptive event can disrupt operations, damage reputations, destroy
shareholder value, and trigger other threats.

As the business community has learned through the COVID-19 pan-
demic, it’s more important than ever for leaders to anticipate and plan for

the possibility of an unplanned disruptive event. The more prepared you
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are to manage shocks, the less likely you'll fall victim to the serious harm
a crisis has the potential to inflict.

Whereas risk management is traditionally a proactive discipline, crisis
management is reactive. Crisis management can be viewed as a specialized
discipline within risk management, where specific practices are instituted
in response to unexpected events that threaten a company’s stability.
Having an effective plan and resources in place mitigates the destructive
nature of that reactivity.

Crisis management is one of several interrelated core disciplines com-
prising enterprise risk management, along with emergency preparedness,
disaster response, business continuity planning, supply chain risk mitiga-
tion, and cyber liability prevention. Crisis management practices can help
lessen the magnitude of emergencies and disasters while decreasing the
uncertainty and anxiety associated with these events.

We face a new era of radical uncertainty and disruption brought
about by other challenges such as climate change, financial crises, terror-
ism, demographic changes in the labor market, health/discase risk from
the pandemic, and rapid developments in innovative digital technologies
and its impact on transformation at the workplace.

Over the past 20 years, successive economic and geopolitical crises
have quickly sent shockwaves throughout the world, affecting every
country, economy, trading relationship, and business operation. Amid
continuing uncertainty around how the war in Ukraine may end or
escalate, business leaders are faced with the challenges of navigating in
the dark, accelerating already urgent transformation plans, and building
organizational resilience for impacts that may yet strike.

The disruptive events of the past often have had short-term business
impacts as leaders seek to return to a state of normalcy. However, we
are now in an era of cumulative and extreme disruption that should
more sustainably change future decision making. For example, some
immediate consequences of the war in Ukraine could be medium- to
long-term sanctions and countersanctions, commodity shortages, and
supply chain disruption—so companies need to factor them in as part
of their agenda.

The management of shocks and crises is becoming an everyday

occurrence. Organizations also need to be agile, leverage opportunities,
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and drive innovation to remain competitive in the face of challenging
conditions.
Right leadership is critical for organizations to thrive in a disruptive

business environment. The book aims to answer the following questions:

1. What are the megatrends of future disruptive forces that organizations
need to take into consideration in their crisis management and business
sustainability plan?

2. How do organizations negotiate the new balance of enterprise risk
management (ERM) with corporate sustainability?

3. How do leaders transform their organizations to be agile, adaptive, and
innovation-driven in the era of constant disruption and crisis?

4. What are the key considerations for an organization to consider as they
adopt digital transformation to reinvent people, processes, and technol-
ogy in the disruptive World-of-Work (WOW)?

Long-term trends already in play before both current crises (the
COVID-19 pandemic and the war in Ukraine) are accelerating digita-
lization, changing consumer and employee expectations, and causing a
pendulum swing-back toward regionalization from globalization as we've
known it. Leaders need to plan accordingly without getting stuck in the

minutiae of the current moment.
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Testimonials

“Leaders in organizations are continually confronted with increased com-
petition, globalization, demand for social responsibilities, and a stream of
technological advances that disrupt the marketplace. For those looking to nav-
igate the turbulent and complex landscape of digital evolution, Leadership in
Disruptive Times is the perfect blueprint for future-proofing their organiza-
tion. Prof. Bawany provides insights into the role of disruptive digital leaders
that transform the organization into a more agile, innovative, and adaptive
workplace in times of disruption and successfully lead digital transformation
efforts. Must-read.—Dr. Marshall Goldsmith is the New York Times
best-selling author of Triggers, MOJO, and What Got You Here Won’t
Get You There. Thinkers 50—+#1 Executive Coach and the only two-
time #1 Leadership Thinker in the World

“The book Leadership in Disruptive Times: Negotiating the New Balance
by Prof’ Sattar Bawany is essential reading for all business leaders in todays
world of constant disruption and crises. In his latest work, Prof. Bawany uses
real-life case studies to illustrate the challenges companies face in the modern
world and explains why some have managed to adapt effectively and even
thrive during times of crisis, while others have quickly fallen by the wayside.

Each company will face unique challenges; however, Prof. Bawany explains
that the underlying themes are remarkably similar, and lessons can be drawn
from across different geographies and even unrelated industries. The pace of
change is unlikely to slow and increasing complexity has become the norm
Jfor most organizations. This is the backdrop we must contend with, and this
novel is a valuable resource for business leaders as they lead their organizations
through disruptions and uncertainty.”—Simon Sinclair, Chief Operating
Officer, Commodities, Standard Chartered Bank

A digital transformation strategy gives a company a competitive edge in
Industry 4.0. Digitally mature companies are fundamentally more efficient

and responsive to customer demands. Successful employee attraction and
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retention are rewards for companies with a realized digital transformation

Sﬂ'ﬂl?g)/.

Creating and implementing a digital transformation strategy is no small
undertaking, especially in a VUCA environment, but it is essential to remain-
ing competitive in the marketplace. It helps save money with more efficient
business processes, and at the same time provides a superior customer experi-
ence. Transforming the way, a company does business opens new opportunities,
provides an exciting new direction and attracts new customers. Prof. Sattar
Bawany lays the ground sharing what it takes to future-proof for the next
potential pandemic in this latest edition of his book Leadership in Disrup-
tive Times: Negotiating the New Balance. —Dr. Timothy Low, CEO
and Board Member of Farrer Park Hospital, Singapore; Healthcare
Investment Consultant, Pavilion Capital (Temasek)

“Business leaders have been breaking down traditional barriers, working
across functional silos to drive innovation, and using data and Al to sense
and respond to changes in the external environment. Essentially, we saw tra-
ditional players acting much more like digital natives. How can we learn from
these experiences to create a digital and innovation-driven culture, especially
when our world has become even more digital in the era of the post-pandemic
new normal’? The answer is found in the latest edition of the book by Prof.
Sattar Bawany, which provides CEOs and business leaders with proven tools,
[frameworks, practices, and strategies on how best-in-class organizations have
been successful in improving their sustainability without negatively impacting
their profitability. I would recommend this book to all leaders from both pri-
vate and public sector organizations.”—Dato’ Mohammad Azlan Abdul-
lah, Chairman, Sapura Energy Bhd; Group Chief Executive Officer,
PROLINTAS Group of Companies, Malaysia

“‘Disruptive times—iuhis is an often-used term of late, bur Prof. Sattar
Bawany has been able to crystalize what this means and more importantly
how it impacts businesses and lives in general. His thoughts on leader-
ship through these trying times are certainly fresh and innovative and a
model for leaders and upcoming leaders to ponder over and adopt as a best
practice.”—BS Teh, Executive Vice President, Global Sales and Sales
Operations, Seagate Technology, CA
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“Prof. Bawanys ‘L.EA.D.E.R.’ Framework enables organizations to
develop their leadership team’s relevant skills to manage future disruptions
while staying focused on the mission of the transformation agenda. A highly
recommended book to those who like to develop their resilience and disrup-
tive mental agility which is crucial in todays digital and innovation-driven
workplace.”—Mr. Pote Narittakurn (Lee Pit Teong), Founder & CEO,
iGroup; Founder, MangoSTEEMS

“In preparing for a crisis, Prof. Sattar Bawany advocates the need for the
development of ‘C.R.ILS.LS.’ leaders who have responsibility for conceptu-
alizing a blueprint plan, advocating for appropriate resources, communicat-
ing crisis initiatives, and constantly updating response steps and initiatives
so they remain relevant. A must read for Board members and leaders ar all
levels.—Bonnie Hagemann, CEO of EDA, Inc. and Co-Founder of

WomenExecs on Boards

“Prof. Sattar Bawany examines how strategic leaders deal with the chal-
lenges they face, the political risks and the opportunities they encounter,
the pitfalls they must avoid, and the paths toward reform they may pursue.
They will need to master the disruptive and ‘C.R.LS.LS.’ leadership com-
petencies in this new era. These new sets of skills complement the other con-
temporary leadership skills that leaders leverage in creating high-performing

organizations and communities are the same as leading in a time of trans-

Jformation mired in complexiry.”—Michael Wooi, Dean, PPA Business
School, Paris and CEO, International Professional Managers Asso-
ciation (IPMA), UK

“What makes leaders operate better is their ability to maneuver around com-

plex situations and unpredicted scenarios. This ability has always focused
on the role of leaders assuming their influence on followers is the game
changer. This book went further to discuss the role of teams as the collective
body of leadership that co-creates the response to disruption and gave more
understanding of how collective leadership can make a difference through
the SCORE™ Framework of development of High-Performance Teams.”
—Dr Ibrahim Jamal Alharthi, CEO, Madinah Institute of Leader-
ship & Entrepreneurship (MILE)
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“The importance of leadership cannot be over-emphasized, particularly in
disruptive times. But what does the right leadership look like? In this revised
edition of his earlier book Leadership in Disruptive Times, Prof- Sattar pro-
vides guidance rto leaders, to not just survive but thrive. The C.R.IS.LS.
Leadership Model captures the specific competencies that leaders have used to
successfully manage disruption during a crisis. This book provides the resources
to help leaders prepare themselves as well as their organizations for disrup-
tions, and to thrive in a VUCA environment.”—Sim Gim Guan, Execu-

tive Director, Singapore National Employers Federation (SNEF)

“Prof- Sattar Bawanys Leadership in Disruptive Times: Negotiating the
New Balance is @ powerful and educating book. The book starts by sharing
how the different megatrends and technologies are playing out and enlight-
ens the reader with numerous case studies of best practices of how compa-
nies around the world are stepping into this new world. The book is full of
notions, tools and techniques which will help you to lead in complex times and
transform your organization into a high-performing, digitally-led, customer-
centric and empathetic organization. Highly recommended read!”—Simon
McKenzie, CEO, Bridge Institute

Another comprehensive, thought-provoking, and eye-opening opus of the
2nd edition of Leadership in Disruptive Times from Prof. Sattar Bawany.
Inspiring & Timely! The new normal’ requires renewed leadership mindset
to match the overall speed of digitization and innovation, and the literature
delivered here truly helps us leaders of today and tomorrow rethink the way
we see the world, the way we lead and the way we progress and move forward
as an individual as well as a communizy.”—Philip Panaino, Global Head
of Cash Management, Standard Chartered Bank

“Having been a leadership consultant and coach in crisis communications for
25 years, I am familiar with the literature in this space. Quality hasn’t quite
kept up with the quantity. Theories and regurgitations are aplenty. Sattars
Leadership in Disruptive Times: Negotiating the New Balance stands out.
The ideas are fresh, the counsel is practical, insights are researched, and the
articulation is refreshingly bold. My biggest takeaway is the timely empha-
sis on ‘values’ and Soft skills’ in building crisis resiliency. Call it the digital
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paradox’ where people have once again become the center of gravity spurred
by unrelenting digitalization. The book provokes thought, invokes introspec-
tion, and gives hope. I recommend it.—Viswa Sadasivan, CEO, Strategic
Moves Pte Ltd; Former Nominated Member of Parliament, Singa-

pore; Retired Colonel (NS) in the Singapore Armed Forces

“Indeed, we are currently living in a volatile and disruptive world. Prof. Sat-
tar Bawany provides insights into an understanding of disruptive leadership
in times of crisis. A highly recommended book from Prof. Sattar Bawany as
it provides essential guidance for leaders to navigate through inevitable peri-
ods of disruption and crisis with the ‘L.E.A.D.E.R.” Framework. The book
also examines the fundamental qualities of disruptive leadership that would
successfully distinguish leaders as they guide their organizations through the
impact of the post-COVID-19 pandemic and the digital transformation at
the workplace and provides very practical solutions for leaders who want to
Sfuture-proof their businesses in this current disruptive world we are living
in. A must-read!”—Datuk Wan Razly Abdullah, President and Group
Chief Executive Officer, AFFIN Group

“The latest book on Leadership in Disruptive Times: Negotiating a New
Balance by Prof. Sattar Bawany is a must-read for leaders looking into
insights about leading in a ‘new normal’ way. For HR leaders, our top prior-
ity is to create an engaged workforce and ensure employee wellness initiatives
are integrated into the hybrid way of working. This book gives further insights,
case studies, and examples of innovative ways of doing things. It is very inspir-
ing and a pleasure to read.”—Janet Quek (Ms), Global Human Resource
Business Partner (HRBP), FrieslandCampina AMEA

“Leadership in Disruptive Times—Negotiating the New Balance is an
apt continuation of the first edition that has provided practical insights for
leaders of all levels and corporations to navigate the pandemic-ridden world
of business. This edition comes at a time when the world is still grappling with

the best approach to transition from the pandemic to yet another new normal.

Prof Sattar Bawany has written a must-read material for any leaders aspir-
ing to succeed in the ever-changing world of technological advancement

and unpredictable ecological evolution. The book gives a useful guide full of
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important information and contemporary analysis for leaders who want to
Sfuture-proof their businesses and be not only responsive but also agile, adap-
tive, and innovative.”—En. Mohamad Helmy Othman Basha, Group
Managing Director, Sime Darby Plantation Berhad

“Prof. Sattar Bawany has done it again with his 2nd Edition book enti-
tled Leadership in Disruptive Times: Negotiating the New Balance. 7he
nuances that he has touched on in his Ist Edition have been planned and
Sully built upon in this book. As leaders of businesses and managers of people,
we are constantly striving for professional and operational excellence. Prof.
Sattar Bawany has provided frameworks and thought-starters that will push
any business leader into reframing her/his thought process and that of the sup-
porting team. The C.R.I.S.1S. Leadership Model as well as the Disruptive
Leadership Competencies are not only practical to apply but equally easy to
communicate to all. Clearly a must-have on the list of books to read for the
year.”—Taranjeet Singh, CEO, Quantum Steppe Advisory; Professor
of Practice Saito Business School; Chair Regional Board of Chartered
Management Institute Malaysia

“The COVID-19 pandemic has turned the world topsy-turvy. It has mer-
cilessly shaken global economies, wiped out corporations, destroyed small
businesses, and brought immeasurable suffering to people around the world.
Professor Sattar Bawany’s latest book on Leadership in Disruptive Times:
Negotiating the New Balance could not have come ar a better time. As the
world is still reeling from the shock and crippling effects of the pandemic, his
book offers practical advice, invaluable insights, and contemporary case stud-
ies 1o help businesses and individuals navigate the highly unpredictable busi-
ness environment..”—Dave Phua, Managing Director, Training Edge

International, Singapore

“The changing world of work throws up many challenges as well as opportu-
nities. Organizations need to address the megatrends and disruptions that are
transforming the world we live in including debates on climate change, demo-
graphic changes, technological advancements, geopolitical trends, etc. Lead-
ership in Disruptive Times: Negotiating the New Balance by Prof. Sattar
Bawany is a playbook that advocates quite rightly for a human-centered

approach to digital transformations in the workplace. It covers very practical
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solutions for negotiating our disrupted world. I strongly recommend this as a
must-read!”—Professor Dato’ Dr. Ansary Ahmed, Founding President
and Group Managing Director, Asia e University, Malaysia

“Even if the technologies themselves are evolving and relatively easily acquired
and deployed, having the right team of disruptive digital leaders’ who can
successfully lead the digital transformation implementation will be scarce.
Digitally talented leaders are already so highly in demand that many large,
traditional companies must reinvent themselves to attract them. Organiza-
tions should respond to this challenge by building new pools of skilled digital
talent. The Leadership in Disruptive Times: Negotiating the New Balance
provides the playbook on how to go about achieving that. A must-read!”—
Dato’ Azmi Mohd Ali, Senior Partner and FExecutive Chairman,
Azmi & Associates; Independent Non-Executive Director, UMW
Holdings Berhad

“Leaders today need to be equipped to face ever-evolving challenges. Without
the right tools and skill sets, disruptions and ‘black swan events can over-
whelm and derail even the most effective and trained leader. Professor Sattar’s
latest book Leadership in Disruptive Times: Negotiating the New Balance,
is an excellent read and provides a deep-dive analysis, of global best prac-
tices in the digital age—Dato’ Mona Suraya Dato’ Kamaruddin, Chief
Executive Officer, Aflin Hwang Investment Bank Berhad

“Prof- Sattar Bawany’s Second Edition of Leadership in Disruptive Times s
a seminal masterpiece in understanding the interrelated and interconnected
issues related to the disruptions that are currently confronting humanity. He
built upon his earlier insights into an understanding of disruptive leadership
and provides the case for organizations to revisit and, at times, reinvent their
people strategy, internal systems, and processes, and deploy the technologies
that would suir disruptive times. A must-read for strategic thinking CEOs
and policymakers and indeed those aspiring ro leadership roles in both private
and public sectors.”—Ambassador Dato’ Thanarajasingam Subrama-
niam, Member of Ambassadorial Advisory Panel, InvestKL, Malay-
sia; Deputy Secretary-General, Ministry of Foreign Affairs, Malaysia
(2004-2006); Chief of Staff, President of the United Nations General
Assembly (1997)
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“In his latest book, Prof Sattar Bawany has built the case that when faced
with these disruptive events, business leaders are finding it challenging to nav-
igate the insurmountable challenges, reinvent their businesses and ensure their
survival. His ‘C.R.IS.LS.’ Leadership Model provides tools in a best prac-
tice framework for a comprehensive approach to building organizational resil-
ience when facing emergencies including those related to pandemics, financial
crises, cybersecurity, supply chain disruptions, and climate change.”—David
Chan, Regional Director, Material Sales, Boeing Global Services

“Businesses and leaders don’t have the luxury of time to experiment if they
want to stay relevant and will need to transform with agility and embrace
bold actions with courage. Prof- Sattar Bawany has very candidly highlighted
these in his latest book, and he offers global best practices, practical and proven
[frameworks, and approaches to realign the organizations digital agenda for
acceleration ahead. The book also highlights the trusted role of a mentor and
mentee as they together navigate unchartered territories leaning on the expe-
rience and helping in building the next generation of leaders.”—Sanjay
Prabhakaran, Co-Founder Asia Mentors Circle; Former President—

Asia Pacific, Hologic, Inc., and Baxter International Inc.

“Few leaders can’t do without reading Professor Sattar Bawanys latest book
simply because it is not an option as conventional leadership practices sim-
ply can’t do a good job any longer. The hard reality of leading in disruptive
times requires a completely new way of thinking and the development of a
new breed of ‘disruptive digital leaders’ pipeline for the sustainability of
organizations in this era. All in all, Prof. Sattar’s superior knowledge of lead-
ers in disruptive times. Surpasses many that I know for his work is his life
mission compared to many others. It is undisputed that he is a guru in this
Jield, not just an expert.”—Dr. Michael Heah, MCC, CEO and Founder,
Corporate Coach Academy Sdn Bhd; Chairman, Malaysian Asso-
ciation of Certified Coaches; Adjunct Professor, University Utara,
Malaysia
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CHAPTER 1

Leading in an Era of
Constant Crisis and
Disruption

Introduction: The Current Realities

The world is facing significant disruption and increasingly urgent global
challenges affecting individuals, families, organizations, governments, and
society. This volatility, uncertainty, complexity, and ambiguity (VUCA)-
driven age of disruption brings new complexities, opportunities, as well
as risks for businesses (Bawany 2020). The potential for crises has inten-
sified, driven by rapid technological change and amplified by societal
expectations linked to environmental, social, and governance (ESG)
phenomena.

Throughout the COVID-19 crisis, we've seen an acceleration of these
trends. We have seen how some businesses have been successful in look-
ing beyond the pandemic and into recovery, while others have failed and
many perished, especially the small and medium enterprises (SMEs).

The global outbreak of coronavirus (COVID-19) has created
significant challenges for leaders at all levels in industries across the
world. A postpandemic era will require us to embrace new definitions
of leadership. The disruptive and seismic effect of the pandemic was felt
by organizations across diverse industries. Leaders and employees are all
asking far-ranging questions about the future: What will be the legacy of
the pandemic? What kinds of leadership skills will they need to success-
fully navigate the various challenges in a disruptive and digital-driven
workplace? How do organizations balance business sustainability and
risk management while supporting the needs of the various stakeholders

including their employees?
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Those who have been leading organizations for some time will attest
to the fact that disruption, in its various forms, can happen at any time,
in any market segment, or in any industry. The reality is that its impact on
traditional organizations can be disastrous if not managed effectively. It
has and will continue to fundamentally change the way we live and work
in decades to come. A leader must see beyond the horizon to anticipate
these possible disruptions and develop relevant strategies to mitigate the
associated risks (Bawany 2019a).

Today’s global disruptions (e.g., geopolitical tensions, supply chain
bottlenecks, technological innovations, and climate change) and eco-
nomic headwinds (e.g., soaring inflation, rising interest rates, decelerating
growth, and currency fluctuations) have created a complex, once-in-a-
generation, competitive environment with significant variations across
geographic areas and sectors.

Navigating this unprecedented complexity requires business leaders
to develop a dynamic perspective not only on the most likely scenarios
for how their operating and economic environments will evolve but also
on the distinct opportunities and risks these scenarios present for their
organizations (Bawany 2018b).

To achieve organizational high performance in an era of constant
disruption and crisis, both agility and resilience are important.

Agility refers to the ability to make a rapid change and achieve
flexibility in various aspects of the operations, in response to changes or
disruptive events in the external environment. It can also be viewed as
the capacity for responding with speed and flexibly and decisively toward
anticipating, initiating, and taking advantage of opportunities and avoid-
ing any negative consequences of change.

Resilience refers to the ability to anticipate, prepare for, and recover
from disasters, emergencies, and other disruptions, and protect and
enhance workforce and customer engagement, supply network and finan-
cial performance, organizational productivity, and community well-being
when disruption occurs.

It can also be viewed as the capacity for resisting, absorbing, and
responding, even reinventing, if necessary, in response to fast and/or
disruptive change that cannot be avoided such as “black swan” events

(Taleb 2007).
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The war in Ukraine marks a devastating shift across the worlds of
society, geopolitics, and business—they will not be the same for a long
time. Yet, the war is only the latest in an increasing number of unexpected
disruptions impacting the global economy, and it won't be the last.

Over the past 20 years, successive economic and geopolitical cri-
ses have quickly sent shockwaves throughout the world, affecting every
country, economy, trading relationship, and business operation. Amid
continuing uncertainty around how the war in Ukraine may end or
escalate, business leaders are faced with the challenges of navigating in
the dark, accelerating already urgent transformation plans, and building
organizational resilience for impacts that may yet strike.

The disruptive events of the past often have had short-term business
impacts as leaders seek to return to a state of normalcy. However, we are
now in an era of cumulative and extreme disruption that should more
sustainably change future decision making. For example, some immedi-
ate consequences of the war in Ukraine could be medium- to long-term
sanctions and countersanctions, commodity shortages, and supply chain
disruption—so companies need to factor them in as part of their agenda.

Long-term trends already in play before both crises (the COVID-
19 pandemic and the war in Ukraine) are accelerating digitalization,
changing consumer and employee expectations, and causing a pendulum
swing-back toward regionalization from globalization as we've known it.
Leaders need to plan accordingly without getting stuck in the minutiae
of the current moment.

The likely general redesign of business priorities from extreme effi-
ciency and short-term profit to sustainable performance, resilience, and
values affects strategic priorities. It may become more important to build
a sustainable, flexible but strong business model that is fit to contrib-
ute to the solution of big societal and environmental challenges as well
as to sustain shocks and disruptions than to maximize short-term gains.
Business leaders should focus on strengthening organizational resilience
and addressing operational concerns such as supply chain bottlenecks and
enhancing leadership readiness to navigate these challenges effectively to
ensure sustainable business continuity.

Many of the challenges businesses are facing now echo what has trans-

pired throughout the COVID-19 pandemic, from the initial uncertainty



4 LEADERSHIP IN DISRUPTIVE TIMES, SECOND EDITION

and initatives to keep employees safe, to new ways of working and navi-
gating broken supply chains.

We live in a constant era of disruption in which powerful global
forces are changing how we live and work. The new world order is leading
to growing challenges to globalization, geopolitical tensions, the rapid
spread of new disruptive innovation, shifts in demographic forces, and
the challenge of reaching net-zero greenhouse gas emission. These trends
offer considerable new opportunities to companies, sectors, countries,
and individuals that embrace them successfully. They are bringing forth
dynamic and innovative new players on the world stage and could give
a much needed boost to productivity and prosperity in many countries.

The past two and a half years have been extraordinary. What we are
seeing is surely more than the progression of just another business cycle.
The unnerving combination of a global pandemic compounded by energy
scarcity, rapid inflation, and geopolitical tensions boiling over has people
wondering what certainties are left (Bradley et al. 2022).

The Ukraine conflict has also caused food, fuel, and fertilizer prices
to skyrocket. It has further disrupted supply chains and global trade and
caused distress in financial markets. By current estimates, the war could
cut global economic growth by 0.9 percentage points in 2022, as well as
undermine development aid to the world’s poor (United Nations 2022a).

The six megatrends of future disruptive forces that would lead to
potential crises in the coming decades (the details will be elaborated on in

Chapter 2) are given in Figure 1.1.

Climate Change

According to the United Nations, the global temperature has already
risen 1.1°C above the preindustrial level, with glaciers melting and the
sea level rising. The impacts of climate change also include flooding and
drought, displacing millions of people, sinking them into poverty and
hunger, denying them access to basic services such as health and educa-
tion, expanding inequalities, stifling economic growth, and even caus-
ing conflict. By 2030, an estimated 700 million people will be at risk of
displacement by drought alone (United Nations 2022a).
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1

CLIMATE CHANGE

FUTURE
PANDEMICS

2

NEW WORLD
ORDER

DEMOGRAPHIC GEOPOLITICAL
SHIFTS TENSIONS

METAVERSE

Figure 1.1 The megatrends of future disruptions

A critical mass of the world’s largest companies and countries have
now made net-zero pledges, creating a snowball effect that will encourage
others to join. As net-zero rapidly becomes the standard for government
and corporate commitments, it’s appropriate to stop and ask: Is net-zero
a sufficient tool to address climate change? How can businesses leverage
net-zero emissions strategy to offer the abatement of climate risk for
shareholders without abrupt disruption to near-term returns, and achieve
reputational benefits for companies that serve customers or businesses
that are climate-conscious? What are the significant limitations to the
approach, which, if unaddressed, could easily misrepresent and under-

mine progress toward the ultimate goal of environmental sustainability?
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The New World Order

In the world order, there is a tendency toward multipolarity, which in
turn may imply realignment into regionally and ideologically aligned
groups. This immediately raises questions of what might that multipo-
larity look like in practice. According to the Boston Consulting Group
research, the global economy will lose up to $10 trillion in GDP in 2025
unless governments repeal or reduce tariffs and nontariff barriers that
currently obstruct global merchandise trade, according to a new report
released today for G20 governments (Anaya et al. 2020). Will the econ-
omy remain global in nature, and will we find new workable mechanisms
to cooperate beyond the economy? Moreover, years of relative moderation
in international politics seem to be giving way to more political polariza-
tion between blocs. How effectively will global and local institutions and

leaders adapt to, and shape, this different world order?

Geopolitical Tensions

The first geostrategic theme will be continued shifts in geopolitical power
and the international system. The two-tiered world will contribute to
these shifts. So too will relations among the great powers—the United
States, Russia, and China—which will be somewhat inwardly focused
while also competing with each other for global influence. While these
great-power dynamics are creating a multipolar system, how will the vari-
ety of middle powers play a larger role in their regions and on the global
stage? To what extent will the conflict between Russia and Ukraine create
further severe geopolitical and economic shockwaves with lasting effects?
What are the implications if the South China Sea geopolitical flashpoint

evolves into a truly global conflict?

Metaverse

Across technology platforms, the key drivers of the most recent era’s
digitization and connectivity seem to be approaching saturation. Yet, a
set of already potent transversal technologies, particularly artificial intelli-
gence (Al) and bioengineering, may combine to create another big surge

of progress in the next era. According to technology research specialist
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Gartner, a metaverse is a collective virtual shared space, created by the
convergence of virtually enhanced physical and digital reality (Wiles
2022). It is persistent, providing enhanced immersive experiences, as well
as device independence and accessibility through any type of device, from
tablets to head-mounted displays. The metaverse will impact every busi-
ness that consumers interact with every day. According to Gartner, the
metaverse is where a quarter of us will be working, studying, shopping,
and socializing for at least an hour a day by 2026. The big questions
remain. What impact will this next wave of technologies have on work
and social order? How are organizations ensuring their workforce readi-

ness to leverage these latest disruptive innovation technologies?

Demographic Shifts

In demographic forces, a young world will evolve into an aging, urban
world, and inequality within countries may increasingly challenge the
social fabric. The majority of the world’s workforce is aging rapidly while,
at the same time, we see the rise of Generation Z, also known as “digital
natives.” This major demographic shift is bringing an end to the abun-
dance of labor that has fueled economic growth since the 1970s. Thanks
to longer and healthier lives, many people are working well into their 60s
and beyond, but the trend toward later retirement is not likely to offset
the negative effects of aging populations. As the total size of the labor
force stagnates or declines in many markets, the momentum for economic
growth should slow. How will governments and businesses address the
major challenges, including surging healthcare costs, old-age pensions,
and high debt levels? How will countries, institutions, and individuals

adapt to demographic changes—will we age “gracefully”

The Next Global Pandemic

In the wake of COVID-19, there have been calls for the world to be better
prepared for the next pandemic. These calls are driven by a sense that the
outbreak could have been foreseen and prevented or that the spread could
have been more effectively contained, causing less social and economic

disruption and averting deaths. Yet, the world tends to move on quickly,



8 LEADERSHIP IN DISRUPTIVE TIMES, SECOND EDITION

with new crises taking center stage, resulting in the now familiar cycle of
“panic and neglect.” This is a concern: Although the timing and nature
of the next pandemic spark are unknown, it is certain to happen. How
can governments and businesses address the limitations of past efforts and
the need for a more ambitious and sustained approach to preparedness?
What roles do global institutions play in ensuring more financing, reform
of global governance for health-related crises, and fresh thinking around

global public goods?

Conclusion: Is Crisis a Threat or Opportunity?

Each of the megatrends highlighted earlier would be challenging on its
own; taken together, they can seem daunting. Yet, the opportunities for
the economy, business, and society that these global forces generate are
equally compelling and there is indeed new prosperity for those quick to
embrace them. We cannot ignore the potential challenges, chief among
them the growing social inequalities that could arise as a result. As societ-
ies, we will face challenges related to the future of work as well as inclusive
growth; the two are closely linked. Embracing the trends while mitigating
their negative impact on those who cannot keep up and our environment
is the new imperative of our era.

Taking advantage of the opportunities that these trends offer—and
avoiding or taming the challenges—will require big adjustments. In the
next two chapters, we sketch out the impact of these six mega disrup-
tive forces and what businesses can consider in achieving a balancing act
toward how a more sustainable society might look like. These ideas do
not amount to a comprehensive action plan and are not meant to be

exhaustive.



CHAPTER 2

Megatrends of Future
Disruptive Forces

Introduction

Overlapping factors, including geopolitical tensions, regulatory pressures,
skills shortages, and climate change, now present major threats to supply
chain operations.

Global supply chains have experienced ongoing and unprecedented
disruption since 2020 (Bawany 2020). The challenges presented by a
confluence of multiple factors have forced businesses across the world to
reassess how products are moved around on regional, national, and inter-
national levels. As lockdowns were imposed across the world in 2020 to
mitigate the spread of COVID-19, shockwaves were sent across the global
supply chains. In particular, the pandemic-related disruption exposed the
heavy reliance on China’s manufacturing and logistics sectors for many
businesses. Even though economies around the world are reopening, reli-
ance on China continues to present supply chain issues, as the country
continues with a zero-COVID strategy.

The pandemic disrupted the global supply chain—Asia and parts of
Europe were initially hit hard with workers who fell sick with COVID,
as well as factories shut down or factories at partial production and lock-
downs. Once the factories were not fulfilling supply, the transportation
piece of the supply chain also began to falter. Many companies did not
have a plan in place when their primary sources of supply were cut off or
delayed.

There are many factors at play, including the political impact of the
U.S.—China trade war, the global economic impact of COVID-induced
reductions in manufacturing volume, and the practical implications

of vehicles and vessels being in the wrong place at the wrong time.
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Supply chain transparency was affected during the pandemic when busi-
nesses scrambled to find alternative partners amid lockdowns and labor
shortages. It remains a serious challenge for businesses worldwide, indicat-
ing widespread awareness of the importance of visibility along entire sup-
ply chains, particularly when multiple partners and countries are involved.

We will now examine the nature of these identified six megatrends of
disruptive forces and their potential impact on businesses, individuals,

and society at large.

Climate Change

The UN’s 27th annual Conference of the Parties (COP27) took place
in Sharm El-Sheikh, Egypt, from November 6 to 18, 2022. The summit
theme was “implementation.” It aims to shift the focus from negotia-
tions and planning to action on the ground, where it is most needed.
It wants to ramp up adaptation to climate change impacts, in parallel
with emission reductions. The push is for major polluters to accelerate
their phasedown of coal, oil, and gas. Russia’s war on Ukraine makes
clear the danger of relying on fossil fuels. Russia’s exports are financing its
war machine, while the tightening of global supplies has caused energy
shortages and cost-of-living spikes around the developed and developing
worlds (UN Climate Change 2022a).

The Paris Agreement

The United Kingdom hosted the COP26 in Glasgow from October 31
to November 13, 2021. The COP26 summit brought parties together to
accelerate action toward the goals of the Paris Agreement and the UN
Framework Convention on Climate Change (UNFCC).

The Paris Agreement is a legally binding international treaty on climate
change. It was adopted by 196 parties at COP21 in Paris on December
12, 2015, and entered into force on November 4, 2016. Its goal is to
limit global warming to well below 2°C, preferably to 1.5°C, compared to
preindustrial levels. To achieve this long-term temperature goal, countries
aim to reach global peaking of greenhouse gas (GHG) emissions as soon

as possible to achieve a climate-neutral world by mid-century (2050).
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The Paris Agreement is a landmark in the multilateral climate change
process because, for the first time, a binding agreement brought all nations
into a common cause to undertake ambitious efforts to combat climate
change and adapt to its effects. Implementation of the Paris Agreement
requires economic and social transformation, based on the best available
science. The Paris Agreement works on a five-year cycle of increasingly
ambitious climate action carried out by countries.

Nationally determined contributions (NDCs) are at the heart
of the Paris Agreement and the achievement of its long-term goals.
NDCs embody efforts by each country to reduce national emissions
and adapt to the impacts of climate change. The Paris Agreement (Arti-
cle 4, paragraph 2) requires each Party to prepare, communicate and
maintain successive NDCs that it intends to achieve. Parties shall pur-
sue domestic mitigation measures, to achieve the objectives of such
contributions.

The Paris Agreement requests each country to outline and commu-
nicate their post-2020 climate actions, known as their NDCs. Together,
these climate actions determine whether the world achieves the long-term
goals of the Paris Agreement and reaches global peaking of GHG emis-
sions as soon as possible and undertake rapid reductions thereafter follow-
ing the best available science, to achieve a balance between anthropogenic
emissions by sources and removals by sinks of GHGs in the second half
of this century. It is understood that the peaking of emissions will take
longer for developing country Parties and that emission reductions are
undertaken based on equity, and in the context of sustainable develop-
ment and efforts to eradicate poverty, which are critical development pri-
orities for many developing countries.

The Paris Agreement recognizes that the long-term goals specified in
Articles 2 and 4.1 will be achieved through time and, therefore, builds on
a ratcheting up of aggregate and individual ambition over time. NDCs
are submitted every five years to the UNFCCC secretariat. To enhance
the ambition over time, the Paris Agreement provides that successive
NDCs will represent a progression compared to the previous NDC and
reflect its highest possible ambition.

Parties are requested to submit the next round of NDCs (new NDCs
or updated NDCs) by 2020 and every five years thereafter (e.g., by
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2020, 2025, 2030), regardless of their respective implementation time
frames. Moreover, Parties may at any time adjust their existing nationally
determined contribution to enhance their level of ambition (Article 4,
paragraph 11).

In their NDCs, countries communicate actions they will take to
reduce their GHG emissions to reach the goals of the Paris Agreement.
Countries also communicate in the NDCs actions they will take to build
resilience to adapt to the impacts of rising temperatures.

Although climate change action needs to be massively increased to
achieve the goals of the Paris Agreement, the years since its entry into
force have already sparked low-carbon solutions and new markets. More
and more countries, regions, cities, and companies are establishing car-
bon neutrality targets. Zero-carbon solutions are becoming competitive
across economic sectors representing 25 percent of emissions. This trend
is most noticeable in the power and transport sectors and has created
many new business opportunities for early movers.

By 2030, zero-carbon solutions could be competitive in sectors repre-
senting over 70 percent of global emissions.

A report published by UN Climate Change ahead of COP27 shows
that while countries are bending the curve of global GHG emissions
downward, efforts remain insufficient to limit global temperature rise to
1.5°C by the end of the century. Since COP26 in Glasgow, only 29 out of
194 countries came forward with tightened national plans (UN Climate
Change 2022).

The United Nations Sustainable Development Goals

The UN Sustainable Development Goals (SDGs) are a universal call
to action to end poverty, protect the planet, and improve the lives and
prospects of everyone, everywhere. The 17 goals were adopted by all
UN Member States in 2015, as part of the 2030 Agenda for Sustainable
Development which set out a 15-year plan to achieve the goals.

On January 1, 2016, the 17 SDGs of the 2030 Agenda for Sustainable
Development, adopted by world leaders in September 2015 at a historic
UN Summit, officially came into force. Over the next 15 years, with these

new goals that universally apply to all, countries will mobilize efforts to
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end all forms of poverty, fight inequalities, and tackle climate change,
while ensuring that no one is left behind.

It is clear that the SDGs not only identify where we have to be in
2030 to create a sustainable world, but also outline new markets and
opportunities for companies all over the world. To succeed, we must turn
global goals into local business.

Taking urgent action to combat climate change and its devastating
impacts is therefore imperative to save lives and livelihoods and is key to
making the 2030 Agenda for Sustainable Development and its 17 goals—
the blueprint for a better future—a reality.

In 2020, concentrations of global GHGs reached new highs, and real-
time data point to continued increases. As these concentrations rise, so
does the Earth’s temperature. In 2021, the global mean temperature was
about 1.1°C above the preindustrial level (from 1850 to 1900), with gla-
ciers melting and the sea level rising. The years from 2015 to 2021 were
the seven warmest on record (UN Climate Change 2022b). The impacts
of climate change also include flooding and drought, displacing millions
of people, sinking them into poverty and hunger, denying them access
to basic services, such as health and education, expanding inequalities,
stifling economic growth, and even causing conflict. By 2030, an esti-
mated 700 million people will be at risk of displacement by drought alone
(United Nations 2022a).

To limit warming to 1.5°C above preindustrial levels, as set out in the
Paris Agreement, global GHG emissions will need to peak before 2025.
Then they must decline by 43 percent by 2030 and to net-zero by 2050.
Countries are articulating climate action plans to cut emissions and adapt
to climate impacts through NDCs. However, current national commit-

ments are not sufficient to meet the 1.5°C targets.

“Climate Justice”—Case of Pakistan

With catastrophic floods that submerged a third of the country under
water, Pakistan became a prime example of 2022 of the devastation that
can be wrought by climate change. The flooding—caused by melting gla-
ciers and torrential monsoon rains, both linked to climate change—made

lakes out of villages, killed more than 1,700 people, displaced tens of
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millions, and caused upward of $30 billion in damage, with vast swaths
of cropland destroyed and rampant disease.

When rains in June-September 2022 began to inundate villages,
logistically the country was hardly prepared. It took at least two months
for Pakistan to accept the scale of destruction and loss. Even after the
disaster, there was hardly any emphasis on the country’s total lack of
preparation (Brohi 2022).

As Pakistan asked the world for support for flood relief and recovery,
it framed it as a call for climate justice, not humanitarian assistance. It is
responsible for less than 1 percent of global carbon emissions but is the
eighth most climate-vulnerable country in the world. But those calls for
climate justice—a fraught issue for developed nations—didn’t find wide-
spread traction, other than a forceful advocate in UN Secretary-General
Anténio Guterres. So Pakistan set its sights on COP27 to advocate its
case and sent a solid delegation to Sharm el-Sheikh, headed by its prime
minister, foreign minister, and minister for climate change. It made its
case (as did Guterres), but the matter is beyond its control alone.

The most likely framework for climate justice for Pakistan and other
vulnerable countries is the concept of loss and damage, which is helpfully
on the agenda of COP27 for the first time and which has started to col-
lect some funding from European capitals, but which still finds resistance
from the United States and other developed nations. The expectations of
anything major coming out of the meetings in Egypt in terms of a well-
financed loss and damage facility are slim. Realistically, Pakistan’s calls for
climate justice aren’t likely to receive a full, positive resolution anytime
soon—but at least the issue, finally, is on the agenda.

According to the United Nations Children’s Fund (UNICEF),
schools for more than two million children in Pakistan remain com-
pletely inaccessible after the most severe flooding in the country’s history
destroyed or damaged nearly 27,000 schools in the country. Almost over-
night, millions of Pakistan’s children lost family members, homes, safety,
and their education, under the most traumatic circumstances. Now,
faced with the uncertainty of when they’ll be able to return to school,
and having already endured some of the world’s longest school closures

due to the pandemic, they are experiencing yet another threat to their
future (UNICEF 2022).
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UNICEEF warns that the longer schools remain closed, the greater the
risk of children dropping out altogether, increasing their likelihood of
being forced into child labor and exposure to other forms of abuse in the
impoverished South Asian nation of about 220 million people.

Pakistan already has the world’s second highest number of out-of-
school children, with an estimated 22.8 million children aged 5 to 16 not
attending school, representing 44 percent of the total population in that
age group, according to UNICEE. Many of the districts hit the worst by
the flooding were already listed among Pakistan’s most vulnerable areas,
where a third of boys and girls were already out of school, and 50 percent
of children suffered from stunting.

During the height of the coronavirus pandemic, schools across
Pakistan were fully or partially closed for 64 weeks until they were
reopened in March 2022, one of the world’s longest school closures. Less
than six months on, the destruction caused by the extreme floods means
schoolchildren are once again locked out of learning. Excessive damage
to infrastructure, including electricity and Internet connectivity, has left

remote learning largely inaccessible.

The Business Challenge

As customers demand greener products and services, investors seek out the
next big climate solution, and governments legislate to cut emissions, com-
panies know they need to decarbonize and fast. Advice and tools on how to
cut emissions abound, so many companies remain confused about how to
prioritize their efforts and understand what “good” climate action looks like.

Many companies are falling short of their carbon pledges. A new guide
defines the four As of what companies must do to deliver on net-zero
commitments and avoid accusations of greenwashing. Ambition: Has the
company set the right decarbonization targets? Action: Is your company
prioritizing the most impactful climate actions? Advocacy: Is your compa-
ny’s lobbying in line with your climate goals? And accountability: Is your
company’s sustainability reporting clear and transparent (Mendiluce 2022)?

The Russia—Ukraine conflict has also caused food, fuel, and fertilizer
prices to skyrocket. It has further disrupted supply chains and global trade

and caused distress in financial markets. By current estimates, the war could
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cut global economic growth by 0.9 percentage points in 2022, as well as
undermine development aid to the world’s poor (United Nations 2022).
These situations will only deteriorate with climate change, which acts
as a “crisis multiplier” and whose impacts are already being felt across the
globe. Increased heatwaves, droughts, and floods are affecting billions of
people worldwide, contributing further to poverty, hunger, and insta-
bility. The COVID-19 pandemic and the war in Ukraine have further
delayed the urgently needed transition to greener economies. Based on
current national commitments, global GHG emissions are set to increase

by almost 14 percent over the current decade.

The New World Order

According to the Boston Consulting Group research, the global economy
will lose up to $10 trillion in GDP in 2025 unless governments repeal
or reduce tariffs and nontariff barriers that currently obstruct global
merchandise trade, according to a new report released today for G20
governments (Anaya et al. 2020).

For the past few years, in many parts of the world, a protectionist
mindset has been challenging the continuing trend of globalization. This
mindset, if it spreads further, could endanger the many benefits of more
open international trade, which include allowing multinational supply
chains to become more flexible and versatile, giving consumers through-
out the world better selection and lower prices, and helping pull hundreds
of millions of people out of poverty. Open trade has also facilitated inno-
vation and economic cooperation. A notable example is the expansion of
international e-commerce, which has given smaller businesses and those
in developing economies access to global markets.

The COVID-19 pandemic has delivered perhaps the greatest shock
to international trade since the Great Depression. Regardless of when the
top-line numbers fully recover, the global trade landscape will still look
dramatically different as companies shift their focus from fighting the
pandemic to winning the post-COVID-19 future. As it destabilizes econ-
omies, intensifies geopolitical frictions, and exposes the risks of current
global manufacturing and supply networks, the pandemic is also likely to

redraw the map of world trade.
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Protectionism

The current wave of protectionism, which has seen the imposition of new
tariffs and other trade restrictions, is slowing down these positive devel-
opments. The COVID-19 pandemic represents a further deep shock to
global trade. It is prompting a reconfiguration of value chains around
the world, as countries look to reduce their reliance on certain foreign
suppliers and increase their self-sufficiency in strategic industries, and as
firms seek to reduce their dependence on single sources of supply. There
is a real risk that these trends may further fuel a damaging spiral of trade
restrictions and retaliation.

The risk of a trade war came sharply into focus in 2018, as protec-
tionist threats by the U.S. Administration of President Donald Trump
and its trading partners were followed by concrete actions. Tensions rose
over the summer and, while these have been defused on some fronts,
the risk of further escalation remains material. The impact of the mea-
sures implemented so far on the global and euro area economic outlooks
is expected to remain contained. However, large negative effects could
materialize if trade tensions were to escalate further. Uncertainty related
to protectionism is weighing on economic sentiment and it may raise
further, potentially eroding confidence and affecting the euro area and
the global economy more significantly. The complexity of intertwined
international production chains could also magnify the impact.

There is widespread consensus among economists on both the over-
all net benefits of trade openness and the need to cushion the negative
impact it has had on certain groups in society. However, raising trade
barriers is not the solution to the latter. Reversing trade integration may
put at risk the net economic gains that it generated. By unraveling the
long-term benefits of closer trade and investment links, retreating into

protectionism also has the potential to unsettle global financial markets.

The Business Challenge

Trade barriers make it more costly, or more difficult, for domestic busi-
nesses and consumers to buy goods from abroad, reducing trade flows.
These barriers often take the form of tariffs, which for a given exchange

rate increase the price of imported goods relative to those that are
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domestically produced. Nontariff measures, including import quotas or
changes to regulatory standards, can also create trade barriers. A rise in
the cost of imported goods due to tariffs will lower real incomes and,
in turn, weigh on domestic demand growth. Some domestic production
that uses imports as inputs might also be constrained if trade barriers
cause supply chain disruption.

Lower trade can reduce productivity growth as businesses are
less exposed to global competition and new ideas, less able to exploit
comparative advantages by specializing, and less able to benefit from econ-
omies of scale. Historically, there has been a strong relationship between
trade openness and output via productivity. A study by Feyrer (2019), for
example, suggests that a 20 percent reduction in trade flows tends to drag
on output by around 5 percent in the long run. The integration of global
supply chains in recent decades may have intensified that link.

The impact may spill over to other countries. Countries that are not
directly exposed to an increase in trade barriers might nonetheless feel
some effect from their imposition elsewhere. Some might benefit from
positive “trade diversion” effects if they produce close substitutes for prod-
ucts supplied by those countries that become subject to tariffs. However,
most countries are likely to be negatively affected by the reduction in
global demand, particularly if they supply inputs for affected countries’
exports.

Spillovers could also occur via reduced business confidence and
increased uncertainty. The introduction of trade barriers may make
businesses more uncertain about the potential market for their products
and services, and whether further protectionist policies will follow. That
uncertainty is likely to reduce business investment, lowering the rate of
global capital accumulation and so supply growth.

Global financial conditions could also be affected. The price of com-
panies’ equity or corporate bonds might fall, for example, if investors
expect trade barriers to reduce profitability or increase the risks around it.

An increase in uncertainty, coupled with financial stress, could also
amplify the impact of rising protectionism on economic activity. There
are several ways in which elevated uncertainty about future trade poli-
cies can dampen demand. For example, households may delay spending

when economic prospects become more uncertain. Furthermore, firms
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may reassess their economic prospects amid rising uncertainty, taking a
“wait and see” approach and postponing investment.

In response to uncertainty shocks, firms can also adjust their inventory
policies by disproportionately cutting their foreign orders of intermedi-
ate goods, with a disproportionate impact on international trade flows.
An uncertain trade policy outlook may also give firms a reason to delay
entering a foreign market or upgrading their technology. Finally, elevated
uncertainty may push up borrowing costs for households and firms as
investors demand greater compensation to protect themselves against
future risks. The materialization of a global uncertainty shock, such as a
trade war, may also drive investors to shift their portfolios to safe-haven
currencies, with implications for the allocation of capital flows across
countries.

Higher trade costs can also weigh on productivity. The tighter
financing conditions associated with rising uncertainty can raise the cost
of capital, with a negative impact on investment that could hinder pro-
ductivity growth in the countries affected by the tariffs. Trade barriers
can also lead to the misallocation of production factors across firms and
countries. Less-open markets diminish global competition, thereby reduc-
ing incentives for innovation and technological advances and keeping
less-productive firms in the market. As a result, aggregate productivity

may decline.

Geopolitical Tensions

In 1905, Britain was the ruler of the waves and watched with concern as
the United States rose to become a potential challenger. While a shared
heritage between the two nations helped avoid military conflict as the
United States inevitably overtook British international power, the rise
of Germany and Japan in the 20th-century global power struggle did
precipitate war.

After the Soviet Union’s collapse in December 1991, the United States
became the de facto enforcer of the geopolitical order. This role of the
United States was supported by a common view among Americans on
this foreign policy. However, in recent years, ideological lines between the

U.S. parties grew starker and foreign policy views began to mirror broader
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trends in the U.S. electorate. As a result, the United States has retreated
from its role as the global superpower.

This fact is having far-reaching consequences, and other countries
are trying to fill the resulting power vacuum. Some are increasing their
efforts to have a central role in a more communal, but not necessarily
more stable world geopolitical order. This is the case particularly for

China and Russia at the global level.

U.S.—China Rivalry

In a special report on China and America, 7he Economist explains that,
with the rise of a richer and defiantly authoritarian China, the then U.S.
President Barack Obama is likely to face a far more “nettlesome” chal-
lenger to the world order than his own country had been a century ago.
Since the United States is still struggling to emerge from the crisis, and
China’s economy is still growing at pace (albeit somewhat slower than
before the crisis), many experts see the balance of power shifting rapidly
in favor of China. Recent references to a U.S.—China “G2” indicate a
shift in relative nation strengths and that these two countries are now
seen as “near-equals,” whose cooperation is vital to solving the world’s
problems (Economist 2019a).

China is willing to become a global power. President Xi of China has
pledged “to complete the modernization of China’s armed forces by 2035
and build a world-class military capable of winning wars across all the-
atres by 2050.” At the center of the efforts to modernize China’s People’s
Liberation Army, there is a strong focus on technologies, particularly big
data and Al (Economist 2019b).

China’s geopolitical power is not solely based on its military force
but derived from its capacity to take advantage of geo-economic factors
such as the direct control of resources (e.g., rare earth), data logistics,
trade imbalances, extraterritorial control, and sanctions. In December
2020, China enacted an export control law that tightened restrictions
on the shipments of “strategic goods.” This form of extraterritorial con-
trol, involving also the use of “blacklists,” is a tool that has typically been
used by the United States and is now also used by China to expand its

economic influence and its rule of law in foreign affairs (Tan 2020).
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In Asia, the U.S. House Speaker Nancy Pelosi’s trip to Taiwan in
August 2022 touched off a serious crisis between the United States and
China. Indeed, given the way the two countries’ interests are now col-
liding in hot spots throughout the Western Pacific, the question is not
whether they will find themselves in some sort of perilous showdown but
when, where, and under what circumstances (Huang 2022).

These aren’t the only global flash points: Washington is currently
laboring under the threat of renewed nuclear crises with Iran and North
Korea. But showdowns with even the most roguish of rogue states aren’t
as consequential as great-power military crises—incidents that have a
meaningful prospect of war. So buckle up for a period when the world’s
mightiest actors engage in high-stakes tests of strength.

Crises are terrifying, but they can also be clarifying. Diplomatic or
military confrontations illuminate the intentions of an adversary. They
vividly illustrate the stakes of geopolitical competition. Crises are also
opportunities for constructive action: They can catalyze initiatives and
investments that will help the United States triumph in the protracted

rivalries ahead.

Russia—Ukraine War

In Europe, Russias invasion of Ukraine has destabilized the conti-
nents eastern half, triggered a proxy war with NATO, and created an
ever-present risk of escalation. The invasion began on the morning of
February 24, 2022, when Russian President Vladimir Putin announced a
“special military operation” for the “demilitarisation and denazification”
of Ukraine. However, the conflict has been ongoing between Russia and
Ukraine since February 2014 following Russia’s annexation of Crimea in
eastern Ukraine (BBC 2022).

With the current Russo-Ukrainian war, much of the focus by organi-
zations naturally has been on managing the immediate impact: making
sure that people and operations are as safe as possible; resetting, exiting,
or idling operations in Russia and Ukraine; navigating sanctions; secur-
ing immediate resources; circumventing breaks in the supply chains; and
supporting refugees and others immediately impacted by the war. While

solidarity and crisis management will continue to be urgent necessities for
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however long the war lasts, leaders must start to develop strategies for the
mid-term—and they must act fast.

The war in Ukraine has further compounded impacts still playing out
from the pandemic, and the transformation timescale continues to com-
press. What would have happened in a 10-year horizon under a “business
as usual” trajectory is now happening over 10 months. The pressure on
leaders to act has never been so great or urgent, just as the data informing
those decisions are increasingly volatile.

The conflict between Russia and Ukraine has created severe geopolit-
ical and economic shockwaves with lasting effects. Sanctions on Russia
have escalated, Russia’s relations with the west have deteriorated, and dis-
ruptions to energy and food markets have become even more severe. As
of this writing in November 2022, contingencies previously considered
by some to be far-fetched, such as Russia shutting off natural gas flows to
Europe or a rise in political instability in emerging markets, are becoming
a reality. Reduced and disrupted flows of Russian oil and gas to Europe

and the recent upheaval in Sri Lanka are notable examples (Shih 2022).

The South China Sea Disputes

The main conflict in the South China Sea (SCS) dates back to 1279 when
China drew a territorial map of its influence that included the entire SCS.
Since then, control over the region has changed hands between regional
powers and, later, colonial states. However, most people agree that the
bulk of the current problems stems from the 1951 San Francisco Treaty,
which followed Japan’s defeat in World War II. Within the terms of its
surrender, Japan gave up its rights to its islands in the SCS, leaving a
power vacuum in the region. No country was explicitly granted sov-
ereignty over these waters, and China (the Kuomintang Government)
asserted its advantage by submitting the now infamous “nine-dotted line”
claim covering almost the entire SCS in 1947. This line became its official
claim and is known today as the “Nine-Dash Line” (Khoury 2017).

In 1982, the United Nations law established exclusive economic
zones (EEZs). Right after, China reiterated its nine-dash line, refusing
to clarify the limits of this line and rejecting the claims of other claimant

countries. Ever since, tensions have built up over who owns the SCS.
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In the meantime, the conflict has focused on the Paracels and Spratly
Islands, an archipelago located in the heart of the SCS. Currently, China,
Malaysia, the Philippines, and Vietnam claim part of the Paracels and
Spratly Islands chain. They have asserted their claims by setting up small
ships, ports, and even people on what is essentially a rock in the middle
of the ocean.

The SCS is of vital importance for the Asia-Pacific, a fact further
emphasized by the U.S. foreign policy rebalance toward Asia. The United
Nations Conference on Trade and Development (UNCTAD) estimates
that roughly 80 percent of global trade by volume and 70 percent by
value is transported by sea. Of that volume, 60 percent of maritime trade
passes through Asia, with the SCS carrying an estimated one-third of
global shipping. Its waters are particulatly critical for China, Taiwan,
Japan, and South Korea, all of which rely on the Strait of Malacca, which
connects the SCS and, by extension, the Pacific Ocean with the Indian
Ocean. As the second largest economy in the world with over 60 percent
of its trade-in value traveling by sea, China’s economic security is closely
tied to the SCS (China Power 2017).

As a vital artery of trade for many of the world’s largest economies, the
SCS has garnered significant attention. The high concentration of com-
mercial goods flowing through the relatively narrow Strait of Malacca has
raised concerns about its vulnerability as a strategic chokepoint. Reports
on the SCS frequently claim that $5.3 trillion worth of goods transits
through the SCS annually, with $1.2 willion of that total accounting
for trade with the United States. This $5.3 trillion figure has been used
regularly since late 2010, despite significant changes in world trade over
the last five-plus years.

Over the past several years, the SCS has emerged as an arena of U.S.—
China strategic competition. China’s actions in the SCS—including
extensive island-building and base construction activities at sites that it
occupies in the Spratly Islands, as well as actions by its maritime forces
to assert China’s claims against competing claims by regional neigh-
bors such as the Philippines and Vietham—have heightened concerns
among U.S. observers that China is gaining effective control of the SCS,
an area of strategic, political, and economic importance to the United

States and its allies and partners. Actions by China’s maritime forces at
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the Japan-administered Senkaku Islands in the East China Sea (ECS)
are another concern for U.S. observers. Chinese domination of China’s
near-seas region—meaning the SCS and ECS, along with the Yellow
Sea—could substantially affect U.S. strategic, political, and economic
interests in the Indo-Pacific region and elsewhere (Hsiung 2018).

China’s sweeping claims of sovereignty over the sea—and the sea’s
estimated 11 billion barrels of untapped oil and 190 trillion cubic feet of
natural gas—have antagonized competing claimants Brunei, Indonesia,
Malaysia, the Philippines, Taiwan, and Vietnam. As early as the 1970s,
countries began to claim islands and various zones in the SCS, such as the
Spratly Islands, which possess rich natural resources and fishing areas
(Firestein 2016).

China maintains that, under international law, foreign militaries are
not allowed to conduct intelligence-gathering activities, such as recon-
naissance flights, in its EEZ. According to the United States, claimant
countries, under the UN Convention of the Law of the Sea (UNCLOYS),
should have freedom of navigation through EEZs in the sea and are
not required to notify claimants of military activities. In July 2016, the
Permanent Court of Arbitration at The Hague issued its ruling on a claim
brought against China by the Philippines under UNCLOS, ruling in
favor of the Philippines on almost every count. While China is a signatory
to the treaty, which established the tribunal, it refuses to accept the court’s
authority (Raditio 2019).

In recent years, satellite imagery has shown China’s increased efforts
to reclaim land in the SCS by physically increasing the size of islands or
creating new islands altogether. In addition to piling sand onto existing
reefs, China has constructed ports, military installations, and airstrips—
particularly in the Paracel and Spratly Islands, where it has 20 and 7
outposts, respectively. China has militarized Woody Island by deploying
fighter jets, cruise missiles, and a radar system.

In July 2022, the U.S. Secretary of State Antony Blinken called on
China to stick to its international law obligations and promised any
attack on the Philippines would trigger a U.S. military response in the
SCS. He warned that the United States will defend the Philippines
against any attack on its ships or aircraft in the SCS. The statement was

made on the sixth anniversary of a 2016 decision by an international
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arbitration tribunal that largely ruled in favor of the Philippines over the
disputed maritime border. China did not participate in the arbitration.
“We re-affirm that an armed attack on Philippine armed forces ... would
invoke US mutual defense commitments,” Blinken said. The mutual
defense commitments stem from a 1951 treaty between the allies.

The development of the SCS tension corresponds to the security
dilemma continuum. Mounting evidence shows that instead of premedi-
tated actions, the development of the SCS security dilemma is a result of
uncertainty and inadvertency between China and other claimant states.
The same applies to the tension between China and the United States in
the SCS. Uncertainty is one of the key concepts of defensive realism. In
contrast, offensive realism suggests that all states aim at power maximi-
zation and regional hegemony, which create much less uncertainty. The
offensive realism assumption suggests that China will pursue a hegemonic
ambition to resolve its dispute with other claimants and it is the only

strategy to guarantee a state’s survival (Hamilton and Rathbun 2013).

Metaverse
Disruptive Innovation Revisited

Technology has long been acknowledged as a disruptive force that rad-
ically changed the nature of work, business, and society in general. In
the 19th century, the Industrial Revolution altered the world and how
organizations were being managed profoundly and permanently. Then
came electrification, the automobile, and mass production, just to name
a few massive technological changes that have reshaped the 20th century.
In today’s 21st century, powerful digital technologies and the rise of Inter-
net connectivity have created a knowledge-driven digital economy that
has revolutionized to a more significant extent and made a considerable
impact on and profound changes in human history toward the way we
work, live, and do business every day (Bawany 2019a).

We have seen a vast range of ever-improving advanced technologies
that are driving the disruptive innovation that will continue to change
and redefine our world. Advanced technologies can simply be defined
as emerging technologies that may enable new ways of doing business

that result in more economical consumer trade-offs as well as improving
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employees’ productivity and enhancing the organization’s sustainability
in the longer term.

When an innovation creates a new market or value that disrupts an
existing market, it is known as “disruptive innovation.” It is a process
where an underrated product or service starts to grow in popularity and
displace and eventually replace an established player or market leader.
The term “disruptive innovation” was coined by the late Harvard Business
School (HBS) professor Clayton Christensen, who describes it as “a
process by which a product or service takes root initially in simple appli-
cations at the bottom of a market and then relentlessly moves upmarket,
eventually displacing established competitors” (Christensen 1997).

Before Christensen, an illustrious Harvard economic professor in
the 1940s, Joseph Schumpeter differentiated innovation from that less
ground-breaking change, calling it “creative destruction.” According to
him, creative destruction refers to the constant product and process inno-
vation mechanism by which new production units replace outdated ones.
He considered it as “the essential fact about capitalism” (Schumpeter
1942).

Christensen discovered the reason why it is incredibly challenging for
existing firms to capitalize on disruptive innovation is that their existing
systems, processes, business model, and operating philosophy that make
them competent or sound at the current business would make them inef-
fective at competing for disruption (Christensen 1997).

Disruptive innovators have smaller margins, niche markets, and
simple product offerings. These products begin their journey from the
bottom and slowly climb their way to the top and dethrone the market
leader.

When a new player enters the market, whose primary objective is to
disrupt the industry, the market leader is in a paralysis state and tends to
ignore the progress it is making. Soon, the startup or market challenger
starts to challenge the market leader’s supremacy. This is when the latter
will begin to react, but it will be likely that the leader is too late unless
it transforms itself quickly to stay relevant; otherwise, it will be lost in
oblivion.

Given how extensively the phrase “disruptive innovation” has been

invoked for nearly 20 years, Christensen and his coauthors revisit his most
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famous innovative ideas in the Harvard Business Review article, “What Is
Disruptive Innovation?” (Christensen et al. 2015). They assert that the
concept of “disruptive innovation” has proven to be a powerful way of
thinking about innovation-driven growth and say that “Many leaders
of small, entrepreneurial companies praise it as their guiding star; so do
many executives at large, well-established organizations, including Intel,
Southern New Hampshire University, and Salesforce.com.” Regrettably,
they also believe that the disruption theory is in danger of becoming a
victim of its success since they discovered that despite it being widely
accepted and known, the core concepts have been widely misunderstood

and frequently misapplied.

The Metaverse: What Is It and Why Is It Important?

The metaverse is starting to take shape, and it’s going to change everything.
We're not talking about some far-off future; the metaverse is already here.
Virtual reality (VR) and augmented reality (AR) are becoming more and
more popular, and as they continue to evolve, the metaverse will become
an increasingly important part of our lives. Business owners and market-
ers need to start paying attention now to be ready for when it takes off.

Metaverse is a term that was coined by Neal Stephenson in his 1992
science fiction novel Snow Crash (Stephenson 1992). Metaverse is a port-
manteau of “meta” and “universe.” It's VR—characterized by persistent
virtual worlds that continue to exist even when you're not playing—and
AR that combine aspects of the digital and physical worlds. Consumers
can discover information about your brand and make digital purchases of
your items/services from the comfort of their own homes.

The metaverse is still being defined, both literally and figuratively. Yet
its potential to unleash the next wave of digital disruption seems increas-
ingly clear, with real-life benefits already emerging for early adopting
users and companies (McKinsey 2022a). As we saw in previous shifts
in technology such as the emergence of the Internet followed by social
media, mobile, and cloud, novel disruptive innovation strategies can
quickly become table stakes.

The metaverse has the potential to impact everything from employee

engagement to customer experience, omnichannel sales and marketing,
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product innovation, and community building. Examining its potential
effect should be part of strategy discussions, with leaders accelerating their
analysis of how the metaverse could drive a very different world within
the next decade. Of course, many questions remain, including how virtual
worlds will be balanced with the physical world to ensure the metaverse
is built responsibly, how it can be a safe environment for consumers, how
closely it will align with the “open” vision of the next iteration of the
Internet, and whether technology can advance quickly enough to build
the metaverse of our imagination.

Some people think the metaverse is just a pipe dream, but we believe
it will be an inevitable part of how we seck out entertainment, com-
municate, do business, and so on. According to the consulting firm
McKinsey & Co, businesses’ and consumers’ annual global spending
related to the metaverse could reach $5 trillion by 2030, with almost half
of it spent on e-commerce. In McKinsey’s study, 95 percent of executives
said they believe the metaverse will have a positive impact on their respec-
tive industries in 5 to 10 years, and 25 percent said they expect it to drive
15 percent of their organization’s total margin growth in five years. And
that’s why business owners and marketers should pay attention to broad-
ening their reach further from the physical world to avoid trying to catch
up with competitors later (McKinsey 2022b).

The metaverse is reshaping digital commerce, enabling businesses to
create more personalized, immersive, and seamless experiences for their
customers. Different technologies including AR, VR, artificial intelligence
(Al), and machine learning (ML) are powering the metaverse, allowing
users to interact and shop in a highly customized, virtual landscape on a
new, never-experienced level.

Expert forecasts offer a glimpse as to how the metaverse will grow,
what opportunities may abound, and the economic impacts that will rip-
ple throughout markets. The metaverse technology market alone is already
projected to hit $224 billion by 2030 (Research and Markets 2022).

The Business Challenge

The metaverse will impact every business that consumers interact with

every day. According to Gartner, the metaverse is where a quarter of us
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will be working, studying, shopping, and socializing for at least an hour a
day by 2026 (Gartner 2022).

There are significant challenges, however. While pioneers have shown
the metaverse provides opportunities that echo or even improve those
in the real world, their potential remains unclear—and most companies
are proceeding carefully. There is also concern about brand dilution, espe-
cially within the luxury market, as companies contemplate association
with digital items and how that may derail their image from the core,
luxury brand positions. An additional consideration is the maturity of
AR/VR technology, in which glitchy applications can undermine the
user experience of luxury goods, presenting an image and consumer
engagement threat. Brands should consider what is necessary to strike
the right balance between testing and learning and ensure they are rigor-
ous in thinking through potential outcomes of actions taken in this new,
exciting, and seemingly limitless space.

There is also the issue of what a metaverse venture means organiza-
tionally. Generating sustainable revenue from virtual worlds will require
entirely new capabilities and an almost diametrical talent shift in the
creative design process as well as digital execution. Brands may need to
review existing organizational structures and skills, update their recruit-
ing strategies, likely establish innovative partnerships with metaverse
platforms, and acquire startups in the space.

Yet, the level of connectivity in the metaverse for certain users already
shows how the virtual world could have a significant influence on con-
sumer habits and trends in the physical world, not to mention how this
may inform which physical designs are ultimately produced and sold.

While the last several years have brought significant changes to
e-commerce, the metaverse is poised to revolutionize shopping in ways
we can only imagine—for now. Early makers and adopters of the technol-
ogy powering the metaverse continue to unveil new products and build
excitement for the virtual universe.

The metaverse will combine the best of in-person shopping and
e-commerce. How? By interacting with customers within virtual shop-
ping malls, companies will learn more about individualized shopping and
product preferences. Based on shopping behaviors, companies can use

data gathered from prior customer visits to the metaverse to customize
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shopping experiences. Additionally, personalization leads to product rec-
ommendations or discounts to help further customize shopper experiences.

Within the metaverse, consumers will be able to utilize their senses
of sight and touch while shopping—from the comfort of their couch. As
both are so integral to the buying process, the experience would rival the
immersive feeling of being in a physical store.

Online shopping can be viewed as a relatively individual activity.
However, the metaverse is changing this aspect by making it a more social
activity as people can freely interact with one another. As immersive expe-
riences will be the norm in the metaverse, brands can invite customers to
actively participate in social activities.

Research indicates that AR increases shopping times and yields higher
conversion rates among consumers. Research by Vertebrae, a company
specializing in AR and 3D e-commerce, reports conversion rates for cus-
tomers increase by 90 percent when engaging with AR versus those that
don’t. The increased capabilities for product visualization can help brands
achieve higher profit margins (Mottl 2020).

Brands will know how much merchandise to produce based on
customer use and interaction in the metaverse. According to Google, 66
percent of individuals would like to get help from AR when shopping.
In the metaverse, improved customer interactions will enable compa-
nies to get a better sense of customers, allowing them to tap into buying
emotion. Overall, the customer will be happier in their experience and

buying journey (Google 2019).

How Metaverse Will Benefit Businesses?

Accelerated manufacturing: A product’s life cycle before it hits the shelf
involves multiple-step prices including procurement of raw materials,
prototyping, and test phase, which take a significant amount of time.
With metaverse in play, this manufacturing process could be accelerated.
To speed up the process, stages like trial production testing, operation
management, marketing, and other operations can be verified within the
virtual community.

Immersive shopping experience: Shopping today is not just about the

need or the product but also about the story and experience of buying
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from a particular brand that resonates with you. With Q-commerce
(“quick commerce,” sometimes used interchangeably with “on-demand
delivery” and “e-grocery,” which delivers small quantities of goods to
customers almost instantly for less than an hour typically, whenever and
wherever they need them) and e-commerce on the rise, metaverse will be
at the forefront of creating innovative and meaningful interactions. As
an AR platform, it will help companies offer unique experiences to their
customer base. The popularity and visible growth of virtual characters in
retail sectors like gaming or fashion has pushed brands to enhance digi-
tal experiences for dissemination of information and building customer
loyalty.

Remote work: The pandemic catapulted companies into remote work.
In the postpandemic world, most businesses continue to operate in a
remote working module or a hybrid work module. While remote work
has its pros, it has led to lesser creative interactions and communication
between colleagues. Metaverse could be a way to bring back the work cul-
ture in play without compromising the remote working or hybrid work
module. Academic studies have found that collaborative work among col-
leagues suffers when they work remotely. The lack of real-time in-person
conversations hampers communication, and metaverse could no doubt
help with the same by creating persistent VR workplace environments
to encourage corridor chat, employee interaction, collaborative activities,
and so on.

Optimized corporate learnings and training: Metaverse with its
hyperreality will provide a digital reality where skill training, operations,
orientation sessions, and so on can be held without disrupting everyday
processes. Businesses today are looking to increase time and cost optimi-
zation. These strategies often require reorganizing workflows that might
lead to slight delays. This is where metaverse will step in. Testing new
adjustments and layout and flows digitally will not hamper work in the
physical world, thus increasing productivity.

Better customer engagement and enhanced marketing: Marketing and
customer interaction have come a long way from print ads. Engagement
today is about resonating with the customer, allowing them to step into
your world and connect with your product. Metaverse will bring a new

meaning to marketing and engagement. For what can be termed as a
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unique and lucrative space for brands to rightly communicate to their
audience, the metaverse will further enhance the shopping experience.
This change will also call for heightened analysis of digital insights and
traffic. From refined SEO, advertisement stats, and deciphering virtual
avatars and their purchase pattern, metaverse will call for businesses to
have an innovative strategy in place and help reach a more niche target
audience best suited for your business.

Metaverse will require businesses to be flexible and adopt a long-term
digital transformation strategy that will help them stay ahead of the curve

and unfurl a world of new possibilities.

Embracing the Metaverse

Market dynamics, global connectivity, and technology have all impacted
the ways retailers connect with consumers and vice versa. Changing cus-
tomer expectations have been a driving force behind the transformations
to e-commerce over the last several years. Retailers are chasing innova-
tions that enable fast, seamless, and personalized experiences. Metaverse
is the most recent innovation to impact the e-commerce industry. With
it still emerging, we can only predict the impact of the metaverse on

e-commerce, but we are excitedly anticipating the future.

Retail

For brands and retailers in the medium to longer term, the metaverse will
be about adding a new sales channel to the omnichannel mix. This is also
critical to unlocking the metaverse’s ultimate potential. It will succeed in
the consumer sector if it further blurs the line between the concepts of
“online” and “offline” to create a unified experience. And it may not only
create rich, intense, and seamless customer experiences that can span the
physical and digital worlds, but also collect valuable new data points for
understanding customers in a cookie-less world.

The metaverse presents an opportunity for retailers to reimagine and
personalize the store environment for individuals and groups of custom-
ers. For example, using VR technology, customers at a sporting-goods

retailer could shop in settings matching the specific sport they are buying
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equipment for, such as shopping for ski equipment in a virtual version of
the Alps and even trying skis in VR. Metaverse malls are also being cre-

ated, featuring storefronts where users can interact through their avacars.

Financial Services

The metaverse brings together online social networks, gaming, cryptocur-
rencies, and increasingly diverse digital assets to enable novel services and
experiences. Financial services companies have joined peers across indus-
tries in exploring the potential opportunity in the metaverse, though few
are yet attempting this at scale. The likely future extent of the impact of
the metaverse on the sector depends on the evolution of the underly-
ing technology (especially utilizing Web3) and on the degree to which
platforms are adopted as part of our daily interactions.

There is no shortage of financial services companies exploring the util-
ity of the latest evolution of the metaverse. As its function transitions from
primarily consumer entertainment to more commercial applications, and
niche social interactions become a social network, the opportunities for
the sector will only expand. Institutions may create digital branches in the
metaverse to build their brand and credibility with users, demonstrate
their ability to innovate, and even offer client interactions in a hybrid way
with more traditional digital or even physical channels. As cyber insurance
for companies and similar services become more commonplace, insurers
and cybersecurity companies are well positioned to capture parts of this

emerging value pool, maybe even in novel collaborations and models.

Societal Change

The metaverse may bring extensive societal change. People could be
working in a virtual world, playing games together, owning virtual assets,
consuming virtual land and goods, socializing in virtual spaces, and
creating worlds and items. We are not suggesting holding back from exper-
imenting in the metaverse until the road map seems clear—that could
place organizations at a competitive disadvantage that might be hard to
recover from. Rather, organizations should take care to develop products

responsibly, taking the opportunity to embed and engender digital trust
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while the metaverse is still in its formative stage. We are already seeing
allegations of disturbing behavior within metaverse worlds (Shen 2022),
underscoring the need to address emerging issues before they potentially

become systemic problems.

Demographic Shifts
Transition Into an Aging Urban World

A young world will evolve into an aging, urban world. The world is aging
as never before as a result of declining fertility and rising life expectancy.
This demographic shift is not confined to the west: It is set to become an
Asian phenomenon, too. In China, for example, the working-age popu-
lation is already falling, and the old-age dependency ratio is projected to
surpass that of the United States in the next 15 years. Africa, conversely,
will be the source of more than half of the global population growth in
the coming decades. By the early 2030s, the continent is expected to have
a larger working-age population than China or India and a median age
of 20. As Africa, the young continent, continues to grow even as popu-
lations elsewhere shrink, could it finally enter into a sustained period of
rising prosperity?

The world will continue to urbanize, too. In 2021, the world hit “peak
rural”—all future population growth is projected to come from urban
centers as rural populations decline. Again, urban growth will come from
outside the west. Whereas Europe and North America are projected to
gain 13 large cities by 2035, Africa and Asia are expected to gain about
50 and 100, respectively (United Nations 2018).

The majority of today’s business leaders take abundant labor for
granted. Their careers have spanned an era of rapidly expanding global
labor pools—an anomaly that is now ending. Three temporary develop-
ments converged in the 1950s to create the fastest labor force growth
in modern history: the coming of age of the baby boomer generation,
women’s entry into the workforce, and the integration of China and India
into the global economy. But shifting demographics, combined with
technological and social changes, point to dramatically different labor

market conditions in the coming decade.
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Labor force growth and labor productivity growth form the two
halves of the equation that determine overall economic output growth.
Labor productivity growth without the kicker from labor force growth
can create an overall macroeconomic climate of stagnation—Japan’s lost
decades are a good example of this phenomenon.

Global life expectancy at birth has now topped 70 years for men and
75 years for women. And the population living up to 100 and older is
predicted to grow to nearly 3.7 million by 2050, from just 95,000 in
1990 (Letzing 2021). According to a study published in 2021, the bio-
logical “hard limit” on our longevity—barring disease and disaster—is as
high as 150 years (Willingham 2021).

The progress made on extending life spans thanks to vaccines and
other breakthroughs has created complications, like difficulty funding
retirement for growing elderly populations in some places. But it’s also
inspired people to imagine a future where they pursue multiple careers

and effectively combine several lives into one.

Aging Baby Boomers

The biggest force powering the decades-long expansion of labor pools was
the entry of the baby boomer generation into the workforce. Born in the
19 years following the end of World War II (1946-1964), baby boomers
came of age as the full effects of antibiotics and vaccinations led to plum-
meting childhood mortality rates but before the mass introduction of
birth control led to the declining birth rates now prevalent in developed
and developing countries.

As baby boomers entered the workforce in the 1970s, nations around
the world benefited from a demographic dividend. The U.S. labor force
growth in the 1970s was 2.6 percent per year versus 1.5 percent just one
decade carlier. Advanced economies’ growth rates rose to 1.2 percent per
year in the 1970s and 1980s. China saw a near trebling of labor force
growth rates, to 2.8 percent per year, in the 1970s and 1980s compared
with 1.1 percent per year for the prior decades (Harris 2018).

However, the sheer number of baby boomers around the world enter-
ing the workforce at the same time started a dramatic swelling of the labor

pool that is now ebbing as baby boomers age into retirement. Only parts of
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South/Southeast Asia and Africa don't share this generational pattern. But
these regions face other challenges in attracting large inflows of foreign

investment and are unlikely to cushion the coming demographic debt.

The Business Challenge

Demographic and social trends will have a significant impact on the
workforce in the coming years. In today’s struggling global economy, it
is more important than ever for organizations to leverage the knowledge,
skills, and abilities of all workers, from all generations. By capitalizing
on the strengths and values of different generations, business leaders can
create a sustainable competitive advantage for their organizations. For
managers who have five generations of employees sitting in a meeting or
working on a project, it can seem like each generation has its worldviews,

priorities, career models, motives, and values (Bawany 2013a).

The Multigenerational Workforce—Challenge and Opportunities

The 2015 research report entitled “Inspiring Your Future Workforce: How
to Lead and Engage Gen Y and Z Effectively” interviewed both Gen Y and
Z respondents who confirmed and dispelled stereotypes about Gen'Y (who
are also known as the millennials) who increasingly are making up a larger
part of today’s workforce and shed new insights on Gen Z who had started
joining the corporate world then (Centre for Executive Education 2015).
The longitudinal research by Centre for Executive Education (CEE)
discovered five generations of employees working side by side at the work-

place, with the generational classification as follows:

1. The traditionalists (born from 1925 to 1945)

2. Baby boomers (born from 1946 to 1964)

3. Generation X (born from 1965 to 1980)

4. Generation Y/millennials (born from 1981 to 2000)

5. Generation Z/digital natives (born from 2001 to 2020)

In December 2021, CEE embarked on the research “Leading and
Engaging Your Multigenerational Talent in the Post-Pandemic ‘New
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Normal’ Workplace” and it was discovered regrettably that many leaders
at the workplace are still relying on stereotypes about communication
styles, personal values, work ethics, and technological abilities, resulting
in certain assumptions about supervising such a diverse group of employ-
ees (Centre for Executive Education 2021) and unfortunately this some-
times resulted in workplace conflicts.

Although there is some relevance in segmenting the workforce in
such a way by generational differences, this latest research during the
recent COVID-19 pandemic unveiled that successful leaders adopted a
more individualistic focus on each employee, which is the best practice
among many corporations that do not only survive but thrive during the
pandemic.

All the different generations of employees share the common experi-
ence of navigating through recent disruptive challenges to their lives and
livelihoods as well as at home and the workplace, displaying resilience
and quickly adapting to a different type of workplace (remote, in-office,
or hybrid model). This has caused a significant shift in the way workers
view their jobs, with many re-evaluating their purpose and employment
situations. Ideas that may have caused friction in the past, such as dif-
fering opinions on professionalism, more relaxed working conditions,
casual attire, and flexible schedules, may be nonissues in today’s business
landscape.

These successful leaders adopted the following approaches in man-
aging a multigenerational team in the postpandemic era of the “new

normal” workplace.

Adopt Emphatic Listening and Flex the Communication Styles

When you focus on the person and engage with their message, you move
from recognizing words to understanding the feelings and motivations
behind them. This includes following up with questions if needed. It’s
also about knowing when to stay silent.

Empathic listening is a dynamic and compassionate process that calls
for more than taking in someone else’s words. Youre communicating
with that person as well. You're showing that you care about them, their

thoughts, and feelings and are willing to take the time to hear them out.
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Empathic listening helps us to listen and understand how others feel. It’s
one of the most important emotional and social intelligence skills that we
need to maintain healthy or positive relationships with others.

Empathic listening helps us to relate to those around us more health-
ily and effectively. It helps us to deal with the people closest to us and also
to realize our mistakes in the way we relate to other people in society. As
a result, we start to rethink our points of view and improve as people.

The leader needs to be mindful and aware of each team member’s val-
ues, motives, and interests to engage them effectively. Successful leaders
also take the time to understand the types of communication that work
best with the various generations of employees.

They should flex their communication styles and practice clear and
concise communication through different channels that drive employee
performance and enhance workplace productivity. This requires being in
tune with employees to recognize the general methods that lead to suc-
cess, whether team e-mails, one-on-one chats, or direct/text messaging.

Flexing and adapting one’s style of communication to suit the other
team members is a critical element of the best practice SCORE™ Frame-

work for Developing High Performance Teams, which can be found in

Chapter 9 of this book.

Have a Flexible Workplace Arrangement

We have seen how the evolution of a flexible workplace quickly acceler-
ated during the pandemic when employees had been provided with the
ability and experience to work remotely. While the long-term trend may
be hybrid work (with part of the workforce in the office and the remain-
ing working remotely from home), leaders should carefully balance the
company’s needs with the desires of their employees.

There is a need for a clear “hybrid workplace” policy to be instituted
to ensure that both organizational justice (fairness to all generations of
employees in the organization) and procedural justice (fairness in the
manner the policy is being implemented without bias to any gener-
ation of employees) are strictly adhered to. For example, employees in
the younger and older generations may need more remote days for very

different reasons, such as daycare issues or concerns about workplace
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health and safety. Business leaders who remain flexible should experience
increased employee morale and engagement. The hybrid workplace is
one of the key best practices adopted by leading organizations globally

in preparation for the postpandemic era of the “new normal” workplace.

Adopt “Reverse Mentoring” and/or “Cross-Generational

Mentoring”

In a multigenerational workplace, it is expected that there are differences
in experience levels and the range of skill sets of the different generations.
Leaders from the best-in-class organizations leverage the strengths of each
generation by encouraging “reverse mentoring” or “cross-generational
mentoring.”

It is a well-known fact that both Generation Y/millennials and
Generation Z/digital natives tend to be more tech-savvy than Generation
X and baby boomers. The millennials have an innate ability to help older
co-workers or even senior older leaders (“reverse mentoring”) who may be
less proficient in technology to feel more comfortable and knowledgeable.
Conversely, more seasoned workers have years of experience and institu-
tional/process-related knowledge to share with new hires and younger
workers.

When leaders support ongoing cross-generational mentoring via
Zoom or in person, employees expand their skill sets, team building is
nurtured, and camaraderie increases. As the lines between generations
blur and their relevance diminishes, leaders realize that most employees
are secking many of the same things, which is a great corporate culture
that is based on trust-based partnership, promotes work-life balance, and
aligns with the purposes of an organization that gives meaning to their
careers, professional development opportunities, and flexible schedules.

The details on “reverse mentoring” in a multigenerational workplace can

be found in Chapter 8 of this book.

Adopt a “Managerial Coaching” Approach at the Workplace

Managerial coaching is about developing and maximizing an individ-

ual employee’s potential, which will consequently impact positively on
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the organization’s performance. It is about more inquiry (ask) and less
advocacy (tell), which means helping that individual to learn rather than
teaching.

Coaching sets out to embrace the employee as an individual and
understands the organizational context in which the employee operates.
It secks to achieve alignment between the individual employee, team, and
organizational goals. It is a proven and highly effective strategy where
leaders can develop the skills about how to request and provide perfor-
mance feedback and help their team members to discover opportunities
for growth within the organization by leveraging individual or team
coaching.

In their role as a managerial coach, the leaders can provide insights to
team members on what they need, to reach the next level of their careers.
They could also assist their team members to know what skills they need
so that they can perform at a better level and how they can attain those
skills. They could also guide their team members on how to handle diffi-
cult conversations and conflicts with internal and external stakeholders.
The details on “managerial coaching” and “developing a corporate-wide

coaching culture” can be found in Chapter 8 of this book.

Conclusion

There are ways to bridge the generational gaps. It begins with communi-
cation, humility, and deeper curiosity about the strengths and limitations
of our team members and ourselves. It begins with the acceptance that we
are fundamentally different people with equally valuable insights to offer.

Successfully managing a multiple-generation workforce and attracting
younger employees requires an awareness of changing needs, a willingness
to embrace new ways of managing staff, and attracting the best talent.
Now is the time to make these investments to lay the foundation for

long-term success.

The Rise of Generation Z (Digital Natives)

They need to enhance their understanding of generational characteristics

and the impact of their management practices on ecach of these groups
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so that they can leverage the strengths of each generation. Taking full
advantage of the multigenerational workforce will enable employers to
effectively attract and retain employees, build teams, deal with change,
and increase employee engagement (Bawany 2015¢).

Organizations struggle with the challenges of effectively managing a
more diverse workforce. These challenges often relate to variations in per-
spective, values, and belief systems as a result of generational differences
and are further complicated due to the age differences between managers
and employees. The assumption that people of varying ages will under-
stand each other or have the same perspective and goals is far from true.
To be successful, managers need to understand and value the diversity
resulting from generational differences, varying perspectives, and differ-
ing goals.

Each generation brings different experiences, perspectives, expecta-
tions, work styles, and strengths to the workplace. Despite the perceived
“generation gap” from differing views and potential conflict, organiza-
tions have the opportunity to capitalize on the assets of each generation to
achieve a competitive advantage. Each brings unique assumptions to the
job. As a result, events in the workplace are often interpreted differently

by individuals of different generations’ values (Bawany 2013b).

Intergenerational Conflicts

Intergenerational conflicts will potentially rise, drawing in businesses. As
retirees and the working-age population battle for resources, businesses
may become indirectly involved. Businesses, management teams, and
even shareholders may add their voices to the conversation about gov-
ernment transfers as they grapple with existing pension obligations, the
scarcity of highly skilled workers, social pressure to address job losses, and
declining incomes among mid to low-skilled workers.

What may seem like good news to a boomer might well be an unset-
tling and unwelcome development to a member of Generation X. Things
that members of Gen Y love often seem unappealing or frivolous to those
in older generations. Like any other generation, Gen Z or the linksters
bring their mindset into the workforce. They are called linksters because

no other generation has ever been so linked to each other and the world
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through technology. Their struggles in the work environment are tied
to their youth and inexperience. They are complete digital natives and
cannot function without communicating through social media. They
desire change, stimulation, learning, and promotion that will conflict
with traditional organizational hierarchies’ values (Bawany 2013a).
Leaders today are facing a critical challenge: how to adapt their lead-
ership practices and style to get the best out of the next generation of
employees. They can’t do so alone. Organizations have a responsibility to
help managers understand how workers’ expectations have changed and
how they can adapt their leadership style to these new conditions. More
importantly, organizations need to provide leaders with the tools and pro-
cesses which allow leaders to reward and recognize, train and develop, and
empower Generation Y employees more effectively (Bawany 2014).
Flexibility is vital to managing Gen Y and Z, especially if your orga-
nization comprises a multigenerational workforce. By understanding
Gen Y and Z and adapting your management styles accordingly, you
can effectively harness the potential of future generations of employees
while maintaining the loyalty of other staff, thus effectively attracting and
retaining employees, building teams, dealing with change, and increasing

employee engagement.

Wealth Inequality

Aging populations typically increase wealth inequality because older
households tend to have higher levels of accumulated wealth relative to
younger households at a similar socioeconomic level. The bulge of baby
boomers in high-wealth and high-income years versus millennials in
low-wealth and low-income years creates the case for rising inequality. By
itself, it does not stem from a lack of social mobility, and it should pass
over time. But other causes of rising income inequality can be problem-
atic. People with higher incomes enjoy a longer period of wealth accumu-
lation because they tend to live longer and healthier lives.

The trend toward longer, healthier lives is likely to continue to benefit
higher-income individuals disproportionately since it extends the span of
earning years and time to accumulate assets. While we can only speculate

on the magnitude of those gains, ongoing medical advances are likely to
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continue increasing the life span of higher-income individuals faster than
those at the lower end at least through the next decade, which in the short
run could increase inequality.

Managing the transition to an older society will require investment
in, and supporting structures for, an equitable balance. There are choices
to be made, for example, about the extent to which society prioritizes
adding years to life and life to years—taking the view of health as an
investment—rather than investing in other demands on expenditure. In
other words, the world could age gracefully, with healthy, productive later
years becoming the norm, or old-age dependency could impose heavy
social and economic costs on the young. Moreover, it is unknown how
shrinking working-age populations, in China and Europe, for exam-
ple, and growing ones in Africa and India will affect their economies
(McKinsey 2020).

There is no set formula for managing through significant macroeco-
nomic upheaval. But there are many practical steps companies can take to
assess how a vastly changed macroeconomic landscape might affect their
business and how to position themselves for change. In our view, the
most important one is building resilience. Organizations that can absorb
shocks and change course quickly will have the best chance of thriving in
the turbulent 2020s and beyond.

The Next Global Pandemic

Before COVID-19 emerged as a global threat in 2020, institutions around
the world had been trying to tackle the issue of pandemic preparedness.
But those groups were underfunded, did not have clear-cut roles, and—
importantly—were not working together. Now, as public health research-
ers and officials look ahead to future pandemics, the situation remains
largely the same.

The COVID-19 pandemic has highlighted how various spheres of
life, such as public health, economics, employment, community, and
even mental health, are closely intertwined. With tens of millions infected
and thousands dying from the virus worldwide, COVID-19 has not only
put pressure on the healthcare systems around the world, but it has also

affected many aspects of contemporary life. These include the contraction
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of the global economy, the disruption of communal harmony, the neg-
ative impact on the psychological well-being of members of the public,
and difficulties in keeping the public updated on the evolving pandemic
situation.

To better prepare for future pandemics, the Group of 7, or G7—the
countries of Canada, France, Germany, Italy, Japan, the United Kingdom,
and the United States—announced the Pact for Pandemic Readiness at its
annual summit in June. The initiative aims to train scientists and health-
care workers from around the world with a standard set of pandemic
response skills, creating a global network that can collaborate on outbreak
detection and control (Lau 2022).

The G7 announcement comes at a time when climate change is
increasing the threat of infectious disease outbreaks. As wildlife habitats
disappear, animals are moving closer to each other and to humans, inter-
acting in new ways that create more opportunities for viruses to jump

between species.

Update on the COVID-19 Pandemic

The World Health Organization (WHO) reported that as of October
17, 2022, there have been 621,797,133 confirmed cases of COVID-
19, including 6,545,561 deaths. As of October 11, 2022, a total of
12,782,955,639 vaccine doses have been administered (World Health
Organization 2022a).

The world has never been in a better position to end the COVID-19
pandemic, the head of the WHO said on October 14, 2022, during his
regular weekly press conference. That was his most optimistic outlook yet
on the years-long health crisis which has killed over 6.5 million people
(United Nations 2022b).

“We are not there yet. But the end is in sight,” WHO Director-General
Tedros Adhanom Ghebreyesus told reporters at a virtual press confer-
ence. That was the most upbeat assessment from the UN agency since it
declared an international emergency in January 2020 and started describ-
ing COVID-19 as a pandemic three months later (United Nations 2020).

In the wake of COVID-19, there have been calls for the world to be

better prepared for the next pandemic. These calls are driven by a sense
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that the outbreak could have been foreseen and prevented or that the
spread could have been more effectively contained causing less social and
economic disruption and averting deaths. Such calls have been made in
the past and have resulted in meaningful action. Yet, the world tends to
move on quickly, with new crises taking center stage, resulting in the
now familiar cycle of “panic and neglect.” This is a concern: Although
the timing and nature of the next pandemic spark are unknowable, it is

certain to happen.

The Next Global Pandemic—How, When, and Where?

The emergence of a new pandemic would potentially be a devastating

disruptive event. First, it’s useful to understand some key terminology:

1. An epidemic is an outbreak of a disease in a particular location.

2. A pandemic is an outbreak of a disease which spreads to and occurs
in many different geographic areas at the same time.

3. Endemic diseases are established and circulating regularly in
populations. Some endemic diseases such as influenza can have
surged in transmission or have epidemics at certain times.

4. A pathogen is an organism that causes a disease to its host, including

but not limited to viruses.
Pandemics may end in one of two ways:

1. Zero transmissions where health authorities close off all chains of
transmission and drive cases to zero, as we have seen with all Ebola
epidemics to date, or

2. The disease becomes “endemic,” which is an ongoing part of the

infectious disease landscape, as we have seen with tuberculosis today.

As in the case of the COVID-19 pandemic, Yonatan Grad, Melvin J.
and Geraldine L. Glimcher associate professor of Immunology and
Infectious Diseases of Harvard T.H. Chan School of Public Health, said
that it is difficult to predict the timeline for the new normal as the dura-

tion of vaccine protection, social contact, and the virus mutations and
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transmissibility play key roles (Feldscher 2021). This can be seen in the
devastating impact of the Delta and Omicron variants globally.

Professor Grad asserts that the expectation that COVID-19 will
become endemic essentially means that the pandemic will not end with
the virus disappearing; instead, the optimistic view is that enough people
will gain immune protection from vaccination and from natural infection
such that there will be less transmission and much less COVID-19-related

hospitalization and death, even as the virus continues to circulate.

He further adds:

The expected continued circulation of SARS-CoV-2 stands in
contrast with the first round of SARS in 2003 and with the Ebola
virus outbreak in West Africa in 2014 when public health mea-
sures ultimately stopped spreading and brought both outbreaks to
an end. While there are important differences among the viruses
and the contexts, this comparison underscores the critical need to
improve our global public health infrastructure and surveillance
systems to monitor for and help respond to the inevitable next

potential pandemic virus.

Future of Pandemic Preparedness and Response

Maintaining, enhancing, and adapting the global COVID-19 response is
vital to end the acute phase of the pandemic. We must work to optimize
and maintain the gains of the past two years so that the world can face
the future readily for any health threat. Pathogens will continue to emerge
and re-emerge with the potential to cause epidemics and pandemics of
disease, death, and disruption of a magnitude equal to or greater than
SARS-CoV-2.

Outbreaks of infectious pathogens have been a defining feature of
human history, and any analysis of prevailing trends strongly suggests
that outbreaks of pathogens of pandemic potential are set to continue to
increase in frequency in the foreseeable future. COVID-19 was disease
X, and the next disease X is out there. SARS-CoV-2 will continue to
circulate in the foreseeable future. The gains made since 2020 in sur-

veillance and public health response capacity for COVID-19, including
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new technological advancements in diagnostics and genomic surveillance
and the strengthening of established networks and partnerships, must not
be lost as authorities reallocate public health resources to other pressing
needs. We must retain the agility and the public health intelligence neces-
sary to rapidly scale up and relax response efforts in response to dynamic
changes like the pandemic threat.

Each country has a unique risk profile—enhanced preparedness for
future health emergencies requires national operational plans that are
tailored and responsive and that incorporate the lessons learned from
COVID-19. In addition to national plans, WHO must support member
states to negotiate, develop, and implement global mechanisms and
systems for pandemic preparedness.

It is impossible to predict when the next pandemic will occur as they
are random events. They can begin anywhere in the world where animals
and humans are in close proximity as pandemics most often originate
when a pathogen transfers from an animal in which it lives to a human
never before infected with that pathogen.

The biggest risk comes from pathogens that circulate in animals mak-
ing the jump into humans. As COVID-19 has demonstrated, once some-
one is infected in one part of the world, trade and travel will rapidly carry
the virus nearly everywhere else. Assessing which pathogens are most
likely to make the jump enables us to prepare vaccines and treatments.
The World Health Organization has identified several priority diseases
with pandemic potential, including Crimean—Congo hemorrhagic fever,
Ebola, Marburg, Lassa fever, MERS, SARS, Nipah virus infection, and
Zika (Sridhar 2022).

However, there are many pathogens with pandemic potential circu-
lating in animals that we do not know about. It is crucial to identify
hotspots where humans and animals come into contact and take steps to
reduce risk. For example, hygiene standards at markets where animals are

slaughtered and sold could be more closely regulated.

The Challenge to Public Health Systems

When COVID-19 was declared a pandemic, many nations—including

highly resourced ones—found themselves unprepared to deal with the
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rapidly unfolding public health crisis. Underlying vulnerabilities that
had long predated the pandemic—such as health inequalities and flawed
communication between public health and healthcare delivery systems—
were brought to the fore. Many response plans that had looked good
on paper now failed to deliver in practice. The upshot was that public
health systems were not as resilient to acute threats as had been assumed.
Indeed, criticism surrounding the initial response by some national public
health authorities to “monkeypox,” which the World Health Organiza-
tion declared a Public Health Emergency of International Concern on
July 23, 2022, suggests there is more work to be done (World Health
Organization 2022b).

Many governments are investing in strengthening their pandemic
preparedness. But how will they know if those investments will prove
effective when the next crisis strikes?

As COVID-19 demonstrated, pandemics touch all of society.
Therefore, mounting an effective response calls for specialized capabili-
ties and enablers within and beyond public health systems. Participants
in the Geneva Preparedness Forum 2022: Measuring Pandemic Pre-
paredness, held on the sidelines of the World Health Assembly in May
2022, noted the importance of a holistic response involving every part
of the government to counter pandemics (World Health Organization
2022¢).

What Could Be the Next Pandemic?

There are a few known pathogens, ecither viruses or bacteria, that can
cause pandemic- or epidemic-prone diseases.

Most influenza viruses originate in wild waterfowl. The HIN1 swine
flu virus had its origins in bird populations, which were thought to have
then transferred the infection to pigs where it mutated in such a way that
it could transmit easily from human to human—once humans had been
infected directly by pigs.

Respiratory infections represent one of the highest risks of an epi-
demic or pandemic after emergence and human-to-human spread, as
infected humans often create aerosols when they cough, sneeze, or speak

loudly.
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Influenza

The influenza virus is an unstable virus that originates in wild waterfowl,
which transmits the infection to domestic birds and poultry, and they
then pass it on to animals and/or humans. Sometimes, the influenza virus
mutates into a form that can spread easily in humans. In those circum-
stances, a pandemic can occur.

We know there will be another influenza pandemic at some point. In
1918, we had the most devastating infectious disease event in recorded
history: the 1918 influenza pandemic. Since 1918, three influenza pan-
demics have occurred: in 1957, 1968, and 2009 (HIN1). The risk of a
new influenza virus transmitting from animals to humans and poten-
tially causing a pandemic is real and serves as a warning that we must
continue to be prepared for the next pandemic (World Health Organi-
zation 2019).

Before the COVID-19 pandemic, advance plans in most countries
anticipated a pandemic strain of the influenza virus. But countries in
Asia, which had experienced outbreaks of SARS coronavirus in 2003,

tended also to consider coronaviruses.

Avian Influenza

Avian influenza (Al), most commonly known as “bird flu,” is a highly
contagious viral disease that affects both domestic and wild birds. Al
viruses have also been isolated, although less frequently, from mam-
malian species, including humans. This complex disease is caused by
viruses divided into multiple subtypes (i.e., HSN1, H5N3, H5NS, etc.)
whose genetic characteristics rapidly evolve. The disease occurs world-
wide but different subtypes are more prevalent in certain regions than
others.

Birds are the natural hosts for Al viruses. After an outbreak of the
H5N1 virus in 1997 in poultry in Hong Kong SAR, China, since 2003,
this avian and other influenza viruses have spread from Asia to Europe
and Africa. In 2013, human infections with the influenza A (H7N9) virus
were reported in China (Centers for Disease Control and Prevention
2022a).
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The many strains of Al viruses can generally be classified into two

categories according to the severity of the disease in poultry:

1. Low-pathogenicity Al (LPAI) that typically causes little or no clinical
signs

2. High-pathogenicity AI (HPAI) that can cause severe clinical signs
and possible high mortality rates

With devastating consequences for the poultry industry, farmers
livelihoods, international trade, and the health of wild birds, Al has
captured the attention of the international community over the years.

Where outbreaks occur, it is often the policy to cull all poultry, whether
infected or healthy, to contain the spread of Al. This represents heavy
economic losses for farmers and a long-lasting impact on their livelihoods.

But poultry is not the only one impacted. While they play a major
role in the spread of the disease, wild birds also become victims of bird
flu viruses.

Al is also a major concern for public health. Whenever Al viruses cir-
culate in poultry, sporadic cases of Al in humans are sometimes identified.

In February 2022, the United States uncovered the highly pathogenic
Al (HPAI) Asian (H5N1) virus outbreak among poultry (epizootic) in
some countries, which is not expected to diminish significantly in the
short term. Thus, sporadic human infections with HPAI Asian H5N1
virus resulting from direct or close contact with infected sick or dead
poultry are expected to continue to occur and some of those cases will
likely be fatal (Centers for Disease Control and Prevention 2022a).

As bird flu outbreaks in wild birds and poultry continue across the
United States, the country approaches a record number of birds affected
compared to previous bird flu outbreaks. Since early 2022, more than
49 million birds in 46 states have either died as a result of bird flu virus
infection or have been culled (killed) due to exposure to infected birds.
This number is nearing the 50.5 million birds in 21 states that were
affected by the largest bird flu outbreak that occurred in 2015. Even so,
the number of states affected in 2022 is already more than double the
number of states that were affected in 2015 (Centers for Disease Control
and Prevention 2022b).
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Because HPAI H5N1 viruses are always changing, CDC and other
public health agencies look for genetic changes in HPAI H5N1 viruses
that may impact how HPAI H5N1 viruses spread from person to person

or their susceptibility to influenza antiviral drugs.

Coronavirus

There have been three outbreaks caused by coronaviruses in humans
during the past 20 years. Each originated among wild animals and one
of these viruses, SARS-CoV-2, is the cause of the COVID-19 pandemic.

In addition, four coronavirus strains are endemic in humans, causing
the common cold. These are thought to have emerged from animals at
some time in the past. SARS-CoV-2 is emerging to be the fifth endemic

strain.

Ebola

Highly lethal infections with a short incubation period, such as the Ebola
virus disease, are much less likely to become pandemic.

They cause severe illness early in infection that incapacitates and kills
those infected, giving the virus little time to be transmitted to others.

By contrast, HIV has a long period when it does not cause signs
and symptoms but can transmit from human to human, making it well
adapted to becoming endemic.

SARS-CoV-2 has a relatively low level of mortality compared to the
Ebola virus. In the future, it is possible, but not predictable, that a more

lethal coronavirus strain could emerge.

Implications of the Megatrends Disruptive Forces

Recovering from the economic shock resulting from the COVID-19
pandemic, the big question dominating global economic headlines in the
second half of 2022 is “Are we headed toward a global recession?”

Policy makers, from U.S. Federal Reserve Chair Jerome Powell to
International Monetary Fund (IMF) managing director Kristalina Geor-

gieva, have suggested that a recession in key economies, and potentially
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at the global scale, is possible. The United States is already in a technical
recession, given consecutive contractions in the first two quarters of 2022,
but there is debate over the scope and implications of the economic slow-
down (Needham 2022).

On October 11, 2022, the IMF warned of a worsening outlook for
the global economy in its World Economic Outlook report, highlighting
that efforts to manage the hottest inflation in decades may add to the
damage from the war in Ukraine and China’s slowdown. The IMF cut its
forecast for global growth in 2023 to 2.7 percent, from 2.9 percent seen
in July 2022 and 3.8 percent in January 2022. The risk of policy miscal-
culation has risen sharply as growth remains fragile and markets show
signs of stress, and about one-third of the global economy risks contract-
ing next year, it said, with the United States, European Union, and China
all continuing to stall (International Monetary Fund 2022a).

Global economic activity is experiencing a broad-based and
sharper-than-expected slowdown, with inflation higher than seen in
several decades. The cost-of-living crisis, tightening financial conditions
in most regions, Russia’s invasion of Ukraine, and the lingering COVID-
19 pandemic all weigh heavily on the outlook. Global growth is forecast
to slow from 6.0 percent in 2021 to 3.2 percent in 2022 and 2.7 percent
in 2023. This is the weakest growth profile since 2001 except for the
global financial crisis and the acute phase of the COVID-19 pandemic.
Global inflation is forecast to rise from 4.7 percent in 2021 to 8.8 percent
in 2022 but to decline to 6.5 percent in 2023 and to 4.1 percent by 2024.
Monetary policy should stay the course to restore price stability, and fiscal
policy should aim to alleviate the cost-of-living pressures while maintain-
ing a sufficiently tight stance aligned with monetary policy. Structural
reforms can further support the fight against inflation by improving pro-
ductivity and easing supply constraints, while multilateral cooperation
is necessary for fast-tracking the green energy transition and preventing
fragmentation (International Monetary Fund 2022b).

Several factors will decisively shape the economic outlook: the
course of the Russo-Ukrainian war; disruptions from endemic COVID,
especially in emerging markets; U.S.-China relations and their impact
on international trade and cooperation; rising protectionism; and the

availability of technology and scale of innovation.
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These factors will determine whether we can avoid a recession and
influence the course of inflation, supply chain dynamics, and interna-
tional trade.

Each of the mega-disruptive forces highlighted above would be chal-
lenging on its own; taken together, they can seem daunting. Yet the
opportunities for the economy, business, and society that these global
forces generate are equally compelling and there is indeed new prosperity
for those quick to embrace them. We cannot ignore the potential chal-
lenges, chief among them the growing social inequalities that could arise
as a result. As societies, we will face challenges related to the future of
work as well as inclusive growth; the two are closely linked. Embracing
the trends while mitigating their negative impact on those who cannot
keep up and our environment is the new imperative of our era.

Taking advantage of the opportunities that these trends offer—and
avoiding or taming the challenges—will require big adjustments. In the
subsequent chapters, we sketch out the impact of these mega-disruptive
forces and what businesses can consider in achieving a balancing act
toward how a more sustainable society might look like. These ideas do
not amount to a comprehensive action plan and are not meant to be

exhaustive.

Conclusion

In today’s world, one thing is certain: uncertainty, a status that has
emerged as the defining characteristic of our age.

For decades, much of the world enjoyed relatively steady economic
and social gains. As a global collective, we have experienced better stan-
dards of living, improved transport and communication, improved civil
liberties for more of the world than before, and improved life expectancies
and public health. New technologies and a movement toward freer trade
brought a record number of people into the global economy, creating
expanded and robust economic flows.

But today, much of this economic logic is being upended. First, the
pandemic and then the invasion of Ukraine presented the world with the
most significant set of challenges since World War II. And now, in part

on the back of these two crises but also driven by longer-term trends, the
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world faces strong headwinds, which will likely slow growth and create
significant challenges for leaders around the globe.

Bold new approaches to productivity, supply, consumption, and lei-
sure are required—and are being adopted at surprising speed as an array
of other disruptive forces accelerate and become increasingly apparent.

While some indicators now suggest that the worst-case outcomes
of these potential crises may have been averted, particularly regarding
energy and food supply disruptions at the global level, volatility persists.
The implications for the global economy over the next few years remain

uncertain at best.



CHAPTER 3

The VUCA-Driven
Disruptive World

Introduction: Demystifying VUCA—What It Means
and Why It Matters

In today’s highly disruptive and digital-driven world, organizations
continue to be impacted by a multitude of changes and it influences the
way they operate. With increasing volatility in the markets, ever-changing
customer needs, and continuous technology-led disruptions to business
models, an organization’s agility is what can help it wither the storm of
changes that hit it every day (Bawany 2016a).

On the other hand, the complexity and disruptions in the business
environment today continuously decrease the visibility of businesses
beyond a quarter, impeding organizations’ ability to build long-term
plans and requiring them to reinvent continually.

Responding to these external changes through continuous internal
transformations is required for businesses to be relevant in the increasingly
volatile, uncertain, complex, and ambiguous (VUCA) world. Leaders will
have to visualize and anticipate these changes even before they occur, and
it has to be reflective of the strategies they create. The speed with which
the changes are occurring would also mean that they must bring a high
degree of rigor in execution, have strong self-belief and confidence, and
build a high-performance culture comfortable with change and capable of
driving change across all levels (Bawany 2018d).

Why is it that some organizations continue to thrive in this new
world while others fritter away with the first whiffs of change? Why is
it that those specific organizations that manage to navigate through the
complexity of interconnected economies and the downturns of volatile

markets would be able to continue to build new products, transcend new
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geographies, and experiment with new technology platforms with out-
standing results? In contrast, what makes others fail miserably even at the
slightest changes in their business models or external environment?

In short, the answer lies in the fact that these successful organizations
and their leaders thrive in the disruptive VUCA-driven world. The term
“VUCA” has its genesis back at the end of the Cold War and was first
coined by the U.S. Army War College (Whiteman 1998) to ring in an era
marked by increasingly ambiguous, multilateral, and multifaceted chal-
lenges in conditions that are volatile, uncertain, complex, and ambiguous
(Stiehm and Townsend 2002).

The acronym itself was not created until the late 1990s, and it was not
until the terrorist attacks of September 11, 2001, that the notion and acro-
nym took hold and gained prominence. VUCA was subsequently adopted
by strategic business leaders to describe the chaotic, turbulent, and rapidly
changing business environment that has become the “new normal.” By all
accounts, the chaotic “new normal” in business is real.

The Global Financial Crisis (GFC) of 2008-2009, for example,
rendered many business models obsolete, as organizations throughout
the world were plunged into turbulent environments like those faced by
the military. At the same time, rapid changes as a result of technologi-
cal developments like social media exploded; the demographic changes
where the world’s population continued to grow and age simultaneously;
and global disasters and pandemics such as COVID-19 disrupted lives,
economies, and businesses (World Health Organization 2020a).

Itisachallenging, rapidly changing, and evolving business environment
where not all the facts or interrelationships can be known or identified.
Leaders will often have to operate or make decisions without having all
the relevant facts on hand or fully understanding the forces that may be
influencing a particular situation or a business problem. Hence, there is a
need for leaders to develop and demonstrate relevanct skills and competen-
cies to operate in this “new normal” and embrace this ambiguity to lead
their organization to success with the right strategy and vision despite the
chaotic environment that they are operating in (Bawany 2018b).

Today, we have to acknowledge that no matter where we live, work,
or manage our businesses, there are lots of uncertainties around us,

and these could be a result of political, economic, societal-cultural, and
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Volatile
Uncertain

t“the new normal”

Complex
Ambiguous

Figure 3.1 The four elements of the VUCA business environment

political forces. Across many industries, a rising tide of volatility, risk, and
business complexity is disrupting markets and changing the nature of
competition (Doheny, Nagali, and Weig 2012).

The four elements of VUCA (see Figure 3.1) describe the “fog of
war’—the chaotic conditions that are encountered on a modern battle-
field. Its relevance to leaders in business is clear, as these conditions are
highly descriptive of the environment in which business is conducted
every day (Bawany 2019a).

Leaders would need to understand the following implications of
the characteristics of VUCA on their organization and its relevance to
today’s workplace is clear, as these conditions are highly descriptive of
the environment in which business is conducted every day (Bennett and
Lemoine 2014).

1. Volatility
Whar is it? Volatility refers to the rate of change of information and
the pace of change in the situation. Things can change unpredictably,
suddenly, and incredibly, especially for the worse. There is a brutal
increase in four dimensions of changes we face today: type, speed, vol-
ume, and impact. Given the lack of predictability in issues and events,
these volatile times make it difficult for leaders to use experience and
events as predictors of future outcomes, making forecasting extremely

difficult and decision making a real challenge (Bawany 2020).
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A rapidly changing environment calls for adaptive and innova-
tive decision making. Power and wealth set the stage for competition
over finite resources. Both nature and how businesses compete in the
market place change rapidly, driven on the “hard” side by technol-
ogy and the “soft” side by increasingly easy communication. Some
change seems short term and explosive, but often that is because it
was unanticipated. Challenges faced are unexpected and most likely
of unknown duration.

Examples: Commodity pricing is often quite volatile; jet fuel
costs, for instance, have been quite unpredictable in the 21st century.
Crude oil is the base for lots of products, including jet fuel. The
Organization of Petroleum Exporting Countries (OPEC) is the
primary influencer of fluctuations in crude oil prices. OPEC is
widely seen as the most influential player in oil price fluctuations.
Sdill, primary supply and demand factors, production costs, political
turmoil, and even interest rates can play a significant role in the price
of oil (Lioudis 2020).

How do we addyess ir? Agility is key to coping with volatility. We
need to develop a better way of anticipating the Future. We can over-
come this challenge by gaining knowledge and being well-prepared
with the information and resources necessary to envision the Future,
anticipate and plan to mitigate the risk of potentially disruptive
events. Funds should be aggressively directed toward building slack
and creating the potential for future flexibility, for instance, stockpile
inventory, which could typically be expensive; hence the organiza-

tion’s investment should match the risk.

. Uncertainty

What is it? Uncertainty is a result of volatility as we are unable to pre-
dict future events. Important information is not known or definite;
doubtful, unclear about the present situation and future outcomes;
and not able to be relied upon. The uncertainty stems from the
inability to know everything about the current situation and the dif-
ficulty of predicting what the effects of a proposed change today will
be in the future. It can also arise because decision makers do not have
proper “intelligence”-gathering operations, including competitors or

market intelligence. It can result in deception where competitors
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seek to gain an advantage by surprising the organization with their
pre-empted marketing actions (Bawany 2020).

Examples: A competitor’s pending product launch muddies the
future of the business and the market that the organization similarly
serves. As we have seen in the Netflix versus Blockbuster case study
in Chapter 1, Blockbuster remained the same for years while their
competitor, Netflix, disrupted the TV and movie rental industry by
creating a sustainable competitive advantage where they upset the
entire industry by launching online video streaming. It didnt turn
out so well for Blockbuster, which eventually filed for bankruptcy
(Chapter 11) in 2010 (Bernstein 2014).

Another example would be antiterrorism initiatives that are gen-
erally plagued with uncertainty: While we may understand the many
causes of terrorism, we do not know exactly when and how they
could spur attacks.

How do we address ir? Given that today’s business environment
is continuously changing, especially in the era of digital technol-
ogy, there is a need to keep up with the times and stay relevant.
We, therefore, need to invest in information, big data analytics, and
knowledge management systems and this works best in conjunction
with structural changes allowing organizations to reduce uncertainty.
With uncertainty, strategic leaders must be willing to take measured
and prudent risks, be able to assess risk accurately, and develop risk
management strategies.

. Complexity

Whar is ir? Complexity differs from uncertainty, though its effects
may sometimes be similar. There are many different and connected
parts, such as multiple key decision factors, the interaction between
diverse agents, emergence, adaptation, coevolution, and weak sig-
nals. There are often numerous and difficult-to-understand causes
and mitigating factors (both inside and outside the organization)
involved in a problem (Bawany 2020).

Many situations consist of various interconnected parts and vari-
ables. Being well informed of all these different parts can be extremely
overwhelming and more often than not technical too. This layer of

complexity, added to the turbulence of change and the absence of



60

LEADERSHIP IN DISRUPTIVE TIMES, SECOND EDITION

past predictors, adds to the difficulty of decision making. It also leads
to confusion, which can cause ambiguity, the last letter in the acro-
nym of VUCA.

Examples: It can be seen when an organization decides to launch
products outside its core competencies or move into foreign markets.
Doing business in new countries often involves navigating a complex
web of tariffs, laws, regulations, logistics, societal-cultural values, as
well as marketing and consumer behavior-related issues.

The U.S. big-box retailer Walmart failed to take into account cul-
tural nuances, in particular personal space, when it opened up shop
in Germany in 1997. The chain opened 85 stores in an attempt to
tap into the frugal country’s lucrative discount department market.
But with intricate labor laws, restricted business hours, and rows
upon rows of regulatory red tape, the market was harder to crack
than the American retail giant anticipated. The icing on the cake
was that the customers were a tad bit freaked out by Walmart greet-
ers and their propensity to bag customers’ groceries for them, both
unusual practices in Germany. In 2006, Walmart pulled out at the
cost of U.S.$1 billion (Clark 2006).

How do we address it? Organizations should develop specialists
that are better able to deal with such complex issues. Additionally,
building upon resources that are adequate to address complexity can
go far in the success of an organization as well.

At the strategic level, there are an enormous number of factors
that may have a causal bearing on a given situation. The effects
have become more sophisticated in our globalized, technologically
connected world.

The temptation to reach for short-term solutions and the pressure
to address symptoms quickly are compelling. Competing demands
of various constituencies with strategic influence further add to
the complexity facing the disruptive leader. So, system complexity
affects the ability of the leader to formulate and execute effective
strategies. Determination of cause and effect relationships is made
more difficult because of the lag time between cause and effect in
large, complex, and unfamiliar systems. Often, things get worse in

the short term before they get better in the long run.
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4. Ambiguity

What is ir? Ambiguity exists when a decision maker does not under-
stand the significance of a given event or situation—doesn’t know
what is happening. The situation could be open to more than
one interpretation; the meaning of an event can be understood in
different ways. Casual relationships are utterly unclear as no prece-
dent exists, forcing the leader to face unknown factors. It can occur
when leaders do not have the right mental models and breakthrough
mindsets, thereby observing events that “don’t make sense” (Bawany
2020).

Ambiguity can also happen when an event or situation can
legitimately be interpreted in more than one way. Vulnerability to
misinterpretation of events in complex cases is high when decisions
are centralized, decision pressure is high, the decision maker is pow-
erful, and the decision maker acts alone. As a result, this would be a
recipe for disaster.

Examples: Tt can be found in situations when a business needs
to consider multiple perspectives and considerations, with little
information available, when they decide to move into immature or
emerging, or unknown markets. The other scenario would be when
the organization launches products outside its core competencies.
Another case in point is the transition from print to digital media
has been very ambiguous when it was first introduced; some com-
panies are still learning how customers will access and experience
data and entertainment given new digital technologies in the era of
Industry 4.0.

In the engineering and construction industry, macro- and micro-
economic trends continuously influence and shape the business
environment, requiring leaders to approach both opportunities and
challenges from multiple perspectives without falling subject to their
viewpoint. Among the challenges the industry faces are sustained
cost pressures, ongoing labor shortages that affect productivity,
and trends toward fixed-bid projects that often demand a level of
pricing and operations precision that is difficult to obtain with tra-
ditional systems (Deloitte 2020b). There is no shortage of data to

process, interpret, and analyze, which would assist in resolving these
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challenges. With a few clicks of a mouse, a leader can collect bench-
mark data or information such as industry productivity rates, GDP
or market growth, and relevant suppliers’ costs. However, without
the clarity of strategic thinking, this information is ambiguous at
best and can mislead the leader or only confirm what he or she wants
to see (confirmation bias). The typical human response to ambiguity
is to look for incremental problems to solve but fail to grasp the
broader root issues.

How do we addpess ir? The likelihood of making the right strategic
decisions is more probable when the leader shifts his or her mental
model and creates a climate that promotes a questioning attitude
toward the obvious and encourages multiple perspectives that differ
from his or her own. To tackle the issue of ambiguity, organizations
should experiment and take calculated risks and leaders need to
adopt a suite of cognitive readiness and critical thinking skills which
would assist in complex problem solving and decision making.

Experimentation is necessary for reducing ambiguity. Only
through intelligent experimentation can business leaders determine
what strategies are and are not beneficial in situations where the pre-
vious rules of business no longer apply. This would involve a good
understanding of cause and effect, which requires generating hypoth-
eses and testing them. Leaders need to design the experiments so that

lessons learned can be broadly applied throughout the organization.

Case Study: The VUCA Impact of the
COVID-19 Pandemic

. Volatility

Oil demand has plummeted since the onset of the coronavirus
pandemic in early 2020. Oil prices have become volatile thanks to
unexpected swings in the various factors affecting the global oil sup-
ply and demand (Bawany 2020). The COVID-19 pandemic and
economic slowdown have sent the demand for oil plummeting. That
has offset the three other factors affecting oil prices: rising U.S. oil
production, the diminished clout of OPEC, and the strengthening
of the U.S. dollar (Amadeo 2020).
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Another example is when prices fluctuate after a nacural disaster
takes a supplier off-line, as we had seen in the COVID-19 pandemic
when the outbreak started in Wuhan, the capital of central China’s
Hubei province. Given China’s dominant role as the “world’s factory”
means that any significant disruption puts global supply chains at
risk (Deloitte 2020a). The global economic and financial ramifica-
tions of the pandemic have been felt through global supply chains,
from raw materials to finished products.

Furthermore, as we have seen in the daily situation report by the
World Health Organization (WHO), the volatility of the COVID-
19 pandemic is seen through the brutal increase in the confirmed
cases and the resulting deaths. No one can predict when the pan-
demic will end (World Health Organization 2020b).

. Uncertainty

COVID-19’s trajectory is defined by uncertainty: Estimates of
severity suffer from an uncertain denominator making accurate
mortality figures hard to quantify; uncertainty abounds in individ-
uals’ reactions, and change is rife concerning capacity estimates and
sustainability of interventions and also when the safe distancing mea-
sures and travel restrictions could be lifted so that economies could
be opened and business could return to normalcy (Bawany 2020).

At the onset of the pandemic, scientists were then racing to
model the next moves of the coronavirus, which was then hard to
predict, and also as to when the vaccine will be available. Today,
SARS-CoV-2, the virus that causes COVID-19, change over time.
Some changes may affect the virus’s properties, such as how easily it
spreads, the associated disease severity, or the performance of vac-
cines, therapeutic medicines, diagnostic tools, or other public health
and social measures.

There is much uncertainty then about the extent of the dev-
astating damage and the huge impact the pandemic will have on
economies, markets, jobs, people’s lives, families, and communities
(United Nations 2020).

The travel and tourism industry is one of the hardest-hit sectors
and currently accounts for 10 percent of the global GDP. The World
Travel and Tourism Council (WTTC) has warned the COVID-19
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pandemic could cut 50 million jobs worldwide in the travel and
tourism industry with Asia expected to be the worst affected. The
WTTC projected that once the outbreak is over, it could take up to

10 months for the industry to recover (Faus 2020).

. Complexity

From the initial outbreak in China in December 2019, COVID-19
has now spread to more than 210 countries at the time of writing in
April 2020 (World Health Organization 2020b).

COVID-19 (its scientific name SARS-CoV-2) is a new strain that
was discovered in 2019 and has not been previously identified in
humans (Bawany 2020). It has presented health experts with a rapidly
evolving and complex challenge. Scientists do not yet know fully how
lethal the new coronavirus is, and in the early days, there was uncer-
tainty as to whether it would evolve into another strain. This has been
answered in April 2020, when scientists in China found 33 mutations
of COVID-19, which is a crucial development for the vaccine devel-
opers so that they could avoid potential pitfalls (Mercer 2020).

. Ambiguity

A mystery remains: How and when did the virus cross over to
humans? Doubt has been cast on the idea that it happened in the
Huanan Seafood Market in Wuhan, China, in December 2019 (Lu
2020) or possibly elsewhere, including Wuhan’s Institute of Virology.
Researchers are trying to identify the real source of the infection with
the hope that this knowledge could help prevent future pandemics of
other new coronaviruses (Bawany 2020).

There are also conspiracy theories on whether the virus was an
American bioweapon aimed at China (Fisher 2020).

There are also ethical questions about the level of transparency
of some governments’ responses to the pandemic to their people.
In Wuhan, China, the epicenter of the pandemic, a healthcare pro-
fessional and whistle-blower, Dr. Li Wenliang, tried to raise early
warnings about the severity of the pandemic but was silenced by
government officials (Graham-Harrison 2020).

In the United States, a political back-and-forth over messaging
was playing out between the then President Donald Trump, Vice

President Mike Pence who was in charge of the U.S. government’s
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response to COVID-19, and their top health experts, including
career professionals like Dr. Anthony Fauci, physician, immunolo-
gist, and leading expert on infectious diseases currently serving as the
director of the National Institute of Allergy and Infectious Disease
(NIAID) (Shear and Haberman 2020).

Mixed messaging can result in low levels of trust in governments
and the spread of fake news, a development the WHO labeled as
an “infodemic” (Thomas 2020). Governments must act openly and

transparently to build and maintain the trust of citizens.

Meeting the Leadership Challenges of VUCA

Leading in a world that is VUCA not only provides a challenging envi-
ronment for leaders to operate and for executive development programs
to have an impact, but also offers a much-needed range of new compe-
tencies. The new reality is that organizations begin to acknowledge that
new and different capabilities are needed to succeed in this zew normal
(Bawany 2016a, 2019a).

In Deloitte’s “2019 Global Human Capital Trends” survey, 80 percent
of respondents agreed that the 21st century had imposed new require-
ments on business leaders. Among these respondents, 81 percent cited
the ability to lead through more complexity and ambiguity, followed by
leading through influence, managing remotely, managing a workforce
that combines humans and machines, and leading more quickly (Volini
etal. 2019).

Each of these requirements reflects elements of our connected and
digital lives. Together, they point to a disruptive and digital-driven
“VUCA” world that directly challenges the leaders’ ability to develop
stability and direction for their businesses (Bawany 2020).

The VUCA Prime Model

The four elements of VUCA identify the internal and external conditions
affecting organizations today (Volini et al. 2019).
The VUCA Prime model (see Figure 3.2) was developed by Rob-

ert Johansen, a distinguished fellow at the Institute for the Future and
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VOLATILITY=V  V=VISION
UNCERTAINTY=U U= UNDERSTANDING
COMPLEXITY=C C=CLARITY
AMBIGUITY=A  A=AGILITY

Figure 3.2 The VUCA Prime model

the author of Leaders Make the Future: Ten New Leadership Skills for an
Uncertain World. Johansen flips the VUCA model and focuses on the
characteristics and skills business leaders must develop to counter the
effects of a VUCA environment. Johansen proposes that the best VUCA-
driven disruptive leaders have a vision, understanding, clarity, and agility
(Johansen 2012).

In the VUCA Prime model, volatilizy can be countered with vision
because vision is even more vital in turbulent times. Leaders with a clear
vision of where they want their organizations to be can better weather
disruptive environmental changes such as economic downturns or new
competition. They can make business decisions to counter the turbulence
while keeping the organization’s vision in mind (Bawany 2020).

Uncertainty can be countered with wunderstanding and the ability
to stop, look, and listen. To be successful in a VUCA environment,
leaders must learn to look and listen beyond their functional areas to
make sense of the volatility and to lead with vision. Leaders would be
required to communicate with all levels of employees in their organi-
zation and to develop and demonstrate teamwork and collaboration
skills leveraging the SCORE™ high-performance team framework
(Bawany 2019a, 2020).

Complexity can be countered with clarizy, which is the process of try-
ing to make sense of chaos. In a VUCA world, chaos comes swiftly and
hard. Leaders who can quickly tune into all of the specifics associated

with the chaos can make better, more informed business decisions.
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Finally, ambiguity can be countered with agilizy, the ability to
communicate across the organization and to move quickly to apply
appropriate solutions to the pressing challenges on hand. Vision, under-
standing, clarity, and agility are not mutually exclusive in the VUCA
Prime. Instead, they are intertwined elements that help managers become
more influential VUCA leaders.

The VUCA Prime model can be seen as the continuum of skills
leaders can develop to help make sense of leading in a VUCA world.
HR and talent management professionals can use the VUCA Prime as
a “skills and abilities” blueprint when creating leadership development
plans (Bawany 2020).

VUCA leaders must have the foresight to see where they are going
but must also remain flexible about how they get there. They must
demonstrate a high level of self-awareness of their strengths and weak-
nesses as leaders, cognitive readiness and critical thinking skills, and
mental and learning agility to learn fast because change is constant.
Resilience, adaptability, openness to change, working collaboratively, and
being excellent communicators are essential traits to thrive in a complex
VUCA environment.

These skills and abilities are a far cry from the more function-specific
skills and abilities leaders needed in the past to succeed. HR and talent
management professionals must refocus their leadership development

efforts to hone these more strategic, complex critical-thinking skills.

The “LEAP” Framework—Navigating Through the
“Fog” of VUCA

To lead and manage the managerial challenges successfully in the VUCA-
driven disruptive business environment, leaders need to “LEAP” through
the fog (Bawany 2016a) and demonstrate the relevant leadership compe-

tencies and skills to navigate through the “fog” (see Figure 3.3).

Liberal

A leader needs to exhibit liberal thinking with a breakchrough mindset

where he or she is open to developing new behaviors, skills, or opinions,
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Figure 3.3 The “LEAP” framework—navigating through the “fog”
of VUCA

and willing to adapt or discard existing values if and when necessary to
survive in the zew normal.

Leading in a disruptive environment means getting used to incredible
levels of uncertainty. A leader will never know how something will work
until he or she tries it. Modifying their assumptions and adapting or revis-
ing the plans depending on the desired results is the standard practice of
the most highly effective disruptive leaders.

A leader’s mindset is the most powerful tool he or she has. It informs
what a leader believes is possible, or impossible, and how he or she builds
a path to achieve it. A leader’s experiences inherently inform his or her
mindset, and sometimes that information can stifle or impede the ability
to resolve business challenges. Mindsets are critical to creating any new

reality (Bawany 2020).

Exuberant

Leaders that thrive in a disruptive environment are energized and demon-
strate a sense of passion and optimism, while at the same being grounded
in reality, in engaging the team and other stakeholders. They are optimistic
and consistently look for the good in all successes, failures, and challenges.

Optimism refers to having a positive outlook or thinking positively.
Optimistic leaders tend to see the good in people and organizations and
believe in favorable results. They are simply able to see possibilities and

seek opportunities.
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Passion is a sense of energy for something. Leaders’ passion and pur-
pose are their internal energy source, the fire or determination they have
for reaching some destination up ahead. They tell a leader why he or she
is on this journey and what they want from life. Passion and optimism
can lift others beyond self-perceived limitations, which can then lead to
team success during times of challenge, change, and even disappointment
(Bawany 2020).

Agility

Organizational agility has consistently been found in research to be
critical to business success in a turbulent business environment. It results
in faster time to market, improved operating efficiency, more satisfied
customers and employees, as well as higher revenues.

Leaders need to be change agents by demonstrating resilience with
mental and learning agility. Learning agility is the ability and willingness
to learn from every situation a leader goes through in life—including the
ones where they have no idea what to do—and to find solutions by lever-
aging cognitive readiness and critical thinking skills. The inability to adapt
proficiently has often been cited as the reason for leadership derailers.

Disruptive leaders know that the key to organizational success lies in
using the insights from experimenting to chart a new direction. It doesn’t
macter if the leader doesn’t understand what’s happened the first time his
or her organization tries something new. If the leader keeps his or her eyes
and ears open, he or she will be better informed the second time. Thats

the hallmark of a disruptive leader (Bawany 2020).

Partnership

Building and sustaining a trust-based partnership with employees, team
members, and external stakeholders, including customers and suppli-
ers, is crucial, especially during disruptive times. When people trust a
leader, they have confidence in that leader’s decisions. Even in times of
uncertainty, they will be influenced by and support the leaders. That is
because they expect their leaders to do what the leaders say will do.

As disruptive leaders, aligning their words and actions is a crucial pillar

for building trust in the workplace and, ultimately, for an organization’s
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success. The reality is that what leaders say and do has the most impact
on their team member’s perception of an organization. When the leader’s
words and actions are not congruent, team members are less likely to
become engaged and committed to the organization.

It is also crucial to remove “silos” within organizations to ensure effec-
tive collaboration and involvement at every level (intra- and inter-team)
to create a trust-based organizational climate that is needed to make the
organization successful.

The leader should continuously develop these trust-based relation-
ships by demonstrating his or her emotional and social intelligence
competence and reliability by ensuring commitments or promises made
are being honored or fulfilled as well as communicating key agreements
and decisions. When leaders treat stakeholders like they would a valued
client and take time to have one-to-one conversations and engage with
them regularly, the leaders will earn respect and ultimately build robust

and meaningful stakeholder relationships.

Conclusion

We are operating in a hypercompetitive, disruptive, digital, and VUCA-
driven business environment. The world moves faster today when com-
pared to 20 to 30 years ago. Businesses feel the pressure to decrease
time to market and improve the quality of products while delivering on
ever-changing customer expectations to maintain competitive posture,
that is, be adaptive and agile. Driving and achieving sustainable results in
this new normal is incredibly challenging even for organizations that have
the benefit of leveraging upon dedicated and knowledgeable employees
and business leaders (Bawany 2020).

Today, research by the Centre for Executive Education (CEE), Execu-
tive Development Associates (EDA), and others has shown that disruptive
leaders need to demonstrate a suite of leadership competencies including
cognitive readiness (critical and strategic thinking skills), emotional and
social intelligence, resilience, managerial coaching, and leading team for
performance among others effectively, in driving results and achieving

success in a high-performance organization (Bawany 2019a).



CHAPTER 4
“C.R.I.S.1.S.” Leader

Lessons From the Frontlines

Introduction

The level of disruption that leaders are facing in recent years is unprec-
edented. The complexity and scale of the disruptive challenges they are
navigating have left many leaders feeling overwhelmed. However, recent
research by the Disruptive Leadership Institute (DLI) involving 529
C-suite leaders (CEOs and direct reports to CEOs) has unveiled that not
all leaders are struggling (Disruptive Leadership Institute 2022). Some do
thrive in times of crisis and chaos. These leaders who are thriving are not
doing so by chance. They are proactively demonstrating specific leader-
ship practices and skills resulting in success for their respective teams and
organizations, which will be further elaborated on later.

A crisis also tends to bring a high degree of chaos and confusion into
an organization. Typically, there is a lack of information precisely when
virtually everyone in the organization has a huge emotional need for it.
Those involved need to know and understand what happened, why it hap-
pened, and how it will impact their futures. Ambiguity is especially potent.

Leadership

It has been argued that the term “leadership” is ambiguous due to its
origins in the common vocabulary (Janda 1960; Yukl 1989). The earliest
written evidence of this originates from Egyptian hieroglyphics dating
back to 2300 BC. Most character-based languages have unique symbols
for “leader” and “leadership” and do not spell them out. According to one

Egyptian scholar, the Pharaoh possessed the quality of a perceptive heart
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and was endowed with a speech that was characterized by authority and
justice (Lichtheim 1973). Similar qualities were enounced by Sun Tzu in
512 BC, who wrote that a leader stands for the virtues of wisdom, sincer-
ity, benevolence, courage, and strictness (Tzu 2005).

Attempts to produce a single unifying definition have repeatedly
fallen short of acceptance. Leadership authors like to quote Stogdill who
said, “there are almost as many definitions of leadership as there are per-
sons who have attempted to define the concept,” but this just states the
obvious. The efforts of writers on the ingredients of effective leadership
have produced conclusions about what leaders do that are often confusing
and even conflicting (Bass and Stogdill 1990). In this climate of disagree-
ment, several descriptions of what makes for effective leadership have
gained more favor than others. Among the more widely accepted factors
are traits, behavior, information processing, relationships, and follower
perceptions (Kets de Vries 2004).

From this author’s perspective, leadership can be defined as:

The ability of an individual to envision the future and impact
and influence the followers toward achieving it by giving purpose
(meaningful direction) to the collective effort and embodying
values, and creating the organizational climate where the purpose

can be accomplished.

Influence is the ability to persuade, convince, motivate, inspire, and
judiciously use power to affect others positively. Generally speaking, it’s
not the kind of authority that comes from leveraging title, position, or
regulations. But exactly how is this different from other methods of lead-
ership that managers carry out every single day? After all, the ability to
influence others is an important part of leadership in good circumstances
as well as bad. The power of influence would seem to be a useful lead-
ership skill no matter what the managerial style of the individual leader,
where some managers are more participative and coaching than others
and some are more coercive or autocratic and pacesetting, for example, in
the way they approach their work (Bawany 2020).

The difference lies not in the importance of influence as a leader-

ship capacity but rather in the particular context of the crisis itself, an
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emotional cauldron (a situation characterized by instability and strong
emotions) that distills the components of influence into a potent concen-
trate of empathy, caring, and empathetic listening and communication.
Crisis leadership is a special case in which these specific tools of influence
perform a critical role. In a crisis, timelines are more critical. There isn’t
as much time for reflection. Rapid decision making and a higher call to

action become the norm (Bawany 2015a).

Crisis
The problem with the term “crisis” is that it is used in different ways
by different professions. In a general sense, the term implies an unde-
sirable and unexpected situation that possesses latent harm to people,
organizations, or society and could be viewed as an abnormal event
(Almond et al. 1973).

Although crises typically engender a sense of urgency, countless
chronic crises pose long-term risks which are not urgent in that they do
not pose an immediate danger. Climate change, for one, dismisses this
definition.

The Harvard Business School definition states that a crisis is:

a change—either sudden or evolving—that results in an urgent
problem that must be addressed immediately. (Luecke and Barton
2004)

The word itself originates from the Greek krisis, which means “to sift
or separate” (Klann 2003). A crisis has the potential to divide an orga-
nization’s past from its future, to replace security with insecurity, and
to separate effective leaders from ineffective ones. A crisis also has the
potential to swap routine for creativity and to shift an organization from
“business as usual” into significant change.

Like leadership, this term has ancient roots and was well understood.
The Chinese defined it in the way they wrote it. Many crisis authors have
spoken of how the word “crisis” is composed of two characters (f&4/Lwei
ji), one meaning “danger” and the other “opportunity.” But, it has been

convincingly argued that the meaning of wéi ji may not be construed
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from a strict dictionary interpretation due to the complex nature of
interpreting different combinations of Chinese characters (Mair 2007).
Although simple Chinese dictionaries show that the word ji has only a
couple of meanings, it can acquire hundreds of meanings when it is used
in combination with other characters. Thus, the only possible interpre-
tation of wéi ji is “danger” + “incipient moment/crucial point.” In other
words, wéi ji refers to a potentially dangerous situation when something
begins or changes.

Despite the failure to associate the word “opportunity” with wéi ji, the
fact remains that crises can produce remarkably positive outcomes. It has
been said that virtually every crisis contains the seeds of success as well as
the roots of failure and that crises contain an element of duality (Drennan
and McConnell 2007). The basic physics concept that every force has an
equal and opposing force appears to apply here since some people always
manage to benefit from the sufferings of others. Potential opportunities
that can arise from a crisis extend far beyond the simple dictionary defi-
nition of opportunity (Drennan and McConnell 2007) and demonstrate
that failure to consider this aspect of crises is not advisable. It is thus tell-
ing and disappointing that the crisis gurus quoted above have elected to
focus solely on danger and have failed to include opportunity in their
definitions.

Effective crisis leadership can rescue an organization from chaos
and deliver opportunities where before there were only disadvantages.
Organizations that successfully handle crises can come out of them stron-
ger and with greater employee, customer, and community loyalty than
existed before the crisis. Leaders must look deep into the crisis for such
opportunities that not only benefit the organization but also raise the
potential for individual achievement among the organization’s employees.
In their search, they should look to human elements—the emotions, the
behaviors, and the reactions that affect and are affected by the crisis and
can influence its outcome.

From this author’s perspective, a crisis can be defined as:

A damaging event or series of events that are generally charac-
terized by a profound change with a high degree of instability

and carries the potential for extreme impact on the organization’s
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sustainability and continuity. It’s significant because the damage
that can be caused can be physical, financial, or reputational in its
scope, and as a consequence, it will be decisive in determining the

future of the organization.

Crisis Leadership

Leading in a crisis can be challenging. Managers who have led in such
circumstances describe the experience as highly developmental—a bench-
mark in their professional careers. But what does effective leadership
during a crisis look like? There may be as many descriptions of leadership

and crisis leadership; however, this author would define crisis leadership as:

The ability of an individual to recognize uncertain situations or
potentially damaging events or series of events that possess latent
risks and opportunities to ensure organization preparedness and
make and implement critical decisions through influencing fol-
lowers resulting in successfully eliminating or reducing the threats

or negative impact of the said situation or event.

The “C.R.L.S.I.S.” Leader: Effective Leadership

Practices in Crisis Response

A crisis creates a series of conditions that test the limits of teams and orga-
nizations, often forcing leaders to re-examine their core values. The word
“crisis” broadly describes a low-probability event that has a high potential
for serious consequences. Crises are time sensitive, and as the clock ticks,
the window to achieve a successful outcome closes. To make matters more
challenging, the unexpected and often unprecedented nature of a crisis
means that reliable information to assist decision making is scarce. Leaders
must grapple with uncertainty surrounding the cause and the solution to
the crisis. Considered together, these elements create a tumultuous storm
through which leaders must navigate.

To lead effectively during a crisis, it is beneficial to examine how a
crisis impacts team dynamics. Given the high degree of uncertainty sur-

rounding a crisis, leaders may feel that they are losing control. Therefore,
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some may reflexively overcompensate for this loss and attempt to control
as many facets of the team as possible. However, this overreliance on cen-
tralizing decisions and tasks, instead of delegating, can produce massive
inefficiencies in crisis response. Simply put, micromanaging may restore
the leader’s sense of control at the expense of the team’s efficiency, which
delays the implementation of effective strategies.

Leaders may also be tempted to switch to a survival mode. In this
scenario, all energy and focus are directed toward minimizing the imme-
diate threat, protecting reputation, and cutting costs. Although this lead-
ership mentality can be necessary for the short-term response to a crisis,
it may marginalize the emotional needs of the team and the public, who
are experiencing panic, isolation, anxiety, and helplessness. In addition, a
persistent survival mentality can undermine the team’s sense of purpose
and long-term mission.

Effective crisis leadership boils down to responding to the human
needs, emotions, and behaviors caused by the crisis. Effective leaders
respond to those emotional needs as those needs are perceived by those
experiencing the crisis, not just to their perception of what those emo-
tional needs are, might be, or should be. The crisis will affect employee
morale, attitudes, productivity, ability to focus, stress levels, relationships,
and more. People are more apt to follow a leader who is reassuring and
who can meet their primary needs—those needs they least want to give up.

The military’s single peacetime focus is preparing for combat, the ulti-
mate crisis, because it involves life and death. A major element of the
military’s training teaches soldiers how to deal with the range of emotions
they will experience before, during, and after combat (Klann 2003). These
emotions generally include horror, apprehension, grief, rage, revenge,
loneliness, sadness, repulsion, vigilance, anguish, and guilt. Military lead-
ers know these emotions will be experienced and must be controlled or
the soldiers will not be able to function on the battlefield. Combat leaders
must learn to deal with their own emotions as well as with the emotions
of the soldiers under their charge. This is the same challenge civilian lead-
ers face during a crisis, and they can expect the same kinds of emotional
chaos to flow over the people in their organization and themselves.

Modern crises unfold in front of a worldwide audience because of the

rise in the 24-hour news cycle and increased access to media. Therefore,
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today’s leaders must not only contend with the crisis itself but also navi-
gate scrutiny in real time; minute-to-minute updates can make or break
public trust. This intense spotlight might tempt leaders to avoid blame
and escape accountability for a crisis. These self-interested tendencies can
foster an “every man for himself” mentality that sows mistrust among
team members. Consequently, the leader’s communication style and
degree of consistency shape the team’s morale and guide public percep-
tion of the leader’s response.

Crisis researchers recognize that leaders who routinely deliver hon-
est and empathetic communication are most effective during a crisis.
Although it is challenging to remain transparent about bad news and
setbacks as a crisis develops, the payoff is that the team and the public
perceive the leader as authentic. Thus, it is necessary that leaders avoid
downplaying credible threats and overpromising positive outcomes that
they know to be unrealistic. In addition, displays of genuine empathy for
those affected by the crisis reflect self-awareness and acknowledgment of
peripheral stakeholders, not just their immediate organization.

Recognizing that a company faces a crisis is the first thing leaders
must do. It is a difficult step, especially during the onset of crises that
do not arrive suddenly but grow out of familiar circumstances that mask
their nature. Examples of such crises include the SARS outbreak of 2002—
2003 and now the coronavirus pandemic. Seeing a slow-developing crisis
for what it might become requires leaders to overcome the normalcy bias,
which can cause them to underestimate both the possibility of a crisis and
the impact that it could have.

Corporate crises can be highly damaging. They erode trust, destroy
company value, and, for some, can ultimately lead to the organiza-
tion’s failure. However, these impacts are not inevitable outcomes; some
organizations and leaders do thrive during a crisis. The DLI set out to
understand why this was the case with a research project delivered in
partnership with the Centre for Executive Education (CEE), a global
executive development organization headquartered out of Singapore
(Disruptive Leadership Institute 2022).

The data collection included both qualitative and quantitative analyses
conducted in the second half of 2022. In-depth interviews were con-

ducted with over 529 C-suite executives (CEOs and their direct reports)
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Figure 4.1 The “C.R.1.S.1.S.” leadership model

around the world (North America, EMEA (Europe, Middle East, and
Africa), and APAC (Asia-Pacific)). The respondents identified the mega-
trends of disruptive forces that are expected to impact their organizations
in the coming years.

The research also uncovered exemplary leaders who have been able to
navigate successfully the organizational and leadership challenges result-
ing from the COVID-19 pandemic and the past disruptive events includ-
ing the Global Finance Crisis (GFC) in 2018-2019. These leaders have
demonstrated the competencies, behaviors, and traits of a “C.R.I.S.I.S.”
leader.

The “C.R.I.S.I.S.” model (see Figure 4.1) offers a summary of the con-
temporary research-based leadership practices that are linked with suc-
cessful crisis response (Disruptive Leadership Institute 2022). Each skill,
trait, and perspective is a useful tool for leading during a crisis. But they
are even more effective when integrated into a single crisis leadership strat-
egy. Consider how the following skills, traits, and perspectives might add

to a leader’s ability to get results through others even during times of crisis.

The “C.R.1.S.1.S.” Leadership Model

Communicate

Particularly during a crisis, the ability to genuinely and effectively empa-

thize with the people affected can make all the difference regarding
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whether a leader will succeed or fail. Never before have leaders been under
such intense scrutiny from their stakeholders aimed at assessing whether
they demonstrate the care, authenticity, purpose, and values that organi-
zations profess to subscribe to.

Crisis communications from leaders often hit the wrong notes. Time
and again, we see leaders taking an overconfident, upbeat tone in the early
stages of a crisis—and raising stakeholders’ suspicions about what leaders
know and how well they are handling the crisis. Authority figures are also
prone to suspend announcements for long stretches while they wait for
more facts to emerge and decisions to be made.

Neither approach is reassuring. As Amy Edmondson recently wrote,

Transparency is “job one” for leaders in a crisis. Be clear about
what you know, what you don’t know, and what you are doing to
learn more. (Edmondson 2020)

Thoughtful, frequent communication shows that leaders are fol-
lowing the situation and adjusting their responses as they learn more.
This helps them reassure stakeholders that they are confronting the cri-
sis. Leaders should take special care to see that each audience’s concerns,
questions, and interests are addressed. Having members of the crisis
response team speak firsthand about what they are doing can be particu-
larly effective.

Communications shouldn't stop once the crisis has passed. Offering
an optimistic, realistic outlook can have a powerful effect on employees
and other stakeholders, inspiring them to support the company’s recovery.

The DLI research has found that inspiring and transformational lead-
ers during times of crisis tend to seek out and act on the counsel or advice
of others. They also have a team of advisors that can offer as many per-
spectives as possible on their situation, be it organizational or leadership
challenges.

It is never easy to communicate bad news with the inherent risk of
unsettling key stakeholders. In the context of a crisis such as COVID, it
is tempting to talk down the threat to the organization. However, these
leaders owe it to their stakeholders to provide honest depictions of real-

ity and to be as clear as possible about known facts as well as “known
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unknowns.” Attempts to underplay the threat will undermine the cred-
ibility of future communications, as well as the trust that is integral to
successful organizational culture.

Aside from dealing with bad news, communication more broadly is a
critical aspect of leading during a crisis. It is important to communicate
early and frequently, even with incomplete information. Strong public
speaking and motivational skills are a vital part of a leader’s skill set but
these are particularly important in a crisis. Communications must also
have some positivity and hope for the future to motivate stakeholders and
direct their energy. This may be viewed as bounded optimism.

After seeing Marriott’s revenue fall by nearly 75 percent in most mar-
kets because of COVID-19, CEO Arne Sorenson wanted to deliver a
video message to employees. His team advised against it because of his
appearance: He had been undergoing treatment for pancreatic cancer,
and chemotherapy had left him bald. Sorenson made the video none-
theless. In it, he announced that he and the company’s chairman would
forgo their salaries in 2020 and that the executive team’s compensation
would be halved. He choked up at the end while talking about supporting
Marriott associates around the world (Aten 2020). The video has inspired
other leaders to give up their salaries too (Sundheim 2020).

Communicating clearly and often during a crisis is essential, but
can be difficult. A leader has some advantage if the organization’s crisis
management action plan (CMAP) has set up some communication
guidelines. With or without a guide, however, the bottom line is simple:
Keep internal and external communication lines open and working so
that everyone is informed and they don’t have to make up their own
stories about the crisis.

Based on the seriousness of the crisis (i.e., the perceived level of the
crisis), the organization’s senior leaders must also decide who should be
informed, when, and how. These stakeholders might include the orga-
nization’s employees, community groups, local government leaders and
officials, government regulators, stockholders, customers, suppliers, the
local neighborhood, and the news media.

From the outset of the crisis, senior leaders should be out among
the employees sharing what they know has occurred, explaining what

is being done about it now (and what steps are being taken so it won't
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happen again), and, when possible, describing implications for the future.
Leaving employees out of the information loop during a crisis can be a
major mistake. An organization’s employees are a loud voice for the orga-
nization. They will undoubtedly tell their immediate circle of influence
what they think happened, based on what they know. Their knowledge
can be the truth that they heard from their leaders or it can be the rumors
and gossip they heard in the hallway. If they are not told what is going
on, their fears and anxieties about the crisis can turn into anger, distrust,
and even revenge. And the organization will become the target of these
emotions and possibly destructive behavior.

Many consider New Zealand a success story in its handling of COVID-
19. Prime Minister Arden’s communication concerning COVID-19 has
been exemplary. In the context of the early lockdown, by directing people
to “stay home to save lives,” the prime minister succinctly offered real
purpose to her direction. While giving direction, this early communica-
tion also involved meaning, as Arden was creating a narrative around how
New Zealand would work together to overcome the threat of COVID
(Friedman 2020). Similarly, the way Arden addressed the nation from
home—wearing casual clothes and with a child’s toys in plain sight—at a
time of national lockdown was a great example of showing empathy and
identifying with her citizens (Ardern 2020).

What the organization’s leadership initially communicates to the
organization’s internal and external stakeholders should include (and gen-
erally be limited to) the known details of the situation, what went wrong
and why, what is being done to deal with the immediate situation, and
the actions that are and will be taken to ensure the situation does not
happen again. Leaders should stick to the facts and avoid conjecture. In
the early stages of the crisis, it is also wise to avoid speculating about
the future implications of the crisis. If pressed, leaders can say that the
greater implications are unknown at present but will be analyzed. Under
no circumstances should leaders fabricate or change information with
the intent to deceive. Such actions will certainly be found and exacerbate
the crisis.

There are immediate and specific communication actions that lead-
ers can take to reduce the negative impact of the crisis and also sustain

(and perhaps even improve) relationships with stakeholders. Some of the
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most important external stakeholders during a crisis are the media; and
clear, consistent communication with them is critical during a crisis. The
news media can extend the leader’s communication resources. If handled
correctly, a leader can use the media to exert a powerful, positive, emo-
tional impact on all stakeholders, and in particular on the organization’s
employees.

The best practices adopted by these leaders include asking themselves

the following questions:

e “Do I have access to diverse voices and sources of informa-
tion?”: They adopt scenario planning to determine whose
knowledge or expertise they might need in various kinds of
crises and identify whether their organization currently has
access to it.

* “Do I routinely consider other team members’ ideas or feed-
back when making decisions?”: They sought out expertise to
fill their blind spots and make informed decisions. Effective
crisis leaders are those who know when—and how—to defer
to others.

* “What systems or processes might I put into place to surface
and capture others’ perspectives?”: They look at how commu-
nication is structured within their organization and whether

there are barriers or silos that they need to proactively address.

Resilience

During times of crisis, these thriving leaders remain calm and sustain
their energy levels under pressure, to cope with and adapt to disruptive
changes. They bounce back from setbacks. They also overcome major dif-
ficulties without engaging in dysfunctional behavior or harming others.
Resilient leaders are genuinely, sincerely empathetic, walking compassion-
ately in the shoes of employees, customers, and their broader ecosystems.

The well-being and resilience of self and others are more important
now than ever before. Role modeling around well-being will be import-
ant for leadership success as well as the need for clear messaging on

psychological first aid, well-being, and mental health from the business.
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These leaders in the middle of a crisis are faced with a flurry of urgent
issues across what seems like innumerable fronts. Resilient leaders zero in
on the most pressing of these, establishing priority areas that can quickly
cascade.

An essential focus in a crisis is to recognize the impact the uncertainty
is having on the people that drive the organization. The priority should
be safeguarding workers, ensuring their immediate health and safety, fol-
lowed by their economic well-being. At such times, emotional intelli-
gence is critical. In everything they do during a crisis, resilient leaders
express empathy and compassion for the human side of the upheaval, for
example, acknowledging how radically their employees’ priorities have
shifted away from work to be concerned about family health, accom-
modating extended school closures, and absorbing the human angst of
life-threatening uncertainty. Resilient leaders also encourage their people
to adopt a calm and methodical approach to whatever happens next.

Credibility is a valuable leadership commodity during a crisis. Its
built on consistency, but consistency isnt just the ability to do the same
thing over and over. It’s also the ability to spring back from negative com-
ments and adapt to rapid changes, to be resilient.

Mary Lynn Pulley and Michael Wakefield (2001) write in Building
Resiliency: How to Thrive in Times of Change that resiliency is important
because change is so pervasive. It’s hard to imagine change as dramatic as
that brought about by chaos, and resiliency creates a continuity of effec-
tive leadership around which people in an organization can rally.

Leadership consistency is like the smooth ride of a well-engineered
car—the car’s suspension system adapts to the bumps in the road to pro-
tect the passengers and provide stability. In the same way, a leader who
can handle change and difficulty with flexibility, courage, and optimism
protects others in the organization, provides stability in a tumultuous
environment, and inspires trust.

Resiliency is a reflection of the mental toughness required to keep your
leadership on the road and moving forward during the twists and turns
of a crisis. During a crisis, leaders at all levels are faced with all kinds of
extremely unpleasant possibilities, such as serious injury to themselves or
others, the destruction of property and equipment, or worse. They must

be resilient and mentally tough enough to handle the situation. There
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can be no indifference or resignation. When the leader hangs tough, it
shows others in the organization that someone cares enough about them
and their welfare to take the punishment and to keep springing back. To
quit or resign is not an option because it would result in the loss of all

influence and credibility.

Agility

While much of the above is self-explanatory, the need for agility when
facing future crises is especially important. One positive phenomenon
of the crisis has been the speed at which the leaders of many of these
organizations have accelerated their uptake of technology, built resilience
into their supply chains, and created alternative revenue streams. Some of
these changes, such as Unilever shifting from the production of skin care
products to cleaning and hygiene products, were simply demand-driven.
In other cases, these have been to develop or expand online distribution
channels and/or move from B2B to B2C models. While many of
these pivots are an extension of existing capacity and are aligned with
the organization’s strategy, some might be permanent. Importantly, the
agile decision making that leads to these shifts needs to be embedded into
the organizational DNA as organizations set the path to recovery.

Agility and resiliency are highly correlated concepts and both are
essential for adapting to disruption and times of crisis. It is important
to understand that they are not the same, yet they are often confused in
management literature and also by business leaders and practitioners.

Several decades ago, businesses were built to last. The successful com-
panies were the stable companies—those that consistently, dependably
offered a product or service desired by the masses. The goal for those
running these businesses was to eliminate uncertainty, complexity, and
variability where possible.

Lengthy, tedious planning cycles and bureaucratic processes are hall-
marks of this type of business. The uncertainty in complex projects is
dealt with by planning experts who would attempt to predetermine every
possible detail before implementation. Success is measured by the extent
to which the plan is followed and predetermined milestones are achieved.

While a traditional approach to business management persists in some
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types of organizations today, it is often being replaced by a more dynamic,
agile approach.

Today, businesses are built to change. Rather than being viewed as
problems to eliminate, complexity, uncertainty, and dynamism are seen
as inevitable factors involved in meeting the ever-changing customer
demands. The most successful organizations are those able to constantly
evolve to continuously add value to their customers’ lives.

Today’s hyper-competitive world can be a tough place for many busi-
nesses. Large companies are always looking to produce better products
while reducing costs, customers’ needs evolve, and the world economy
fluctuates at large. In a sentence, your business will face many threats. But
how do you survive?

A successful business knows when to bend, pivot, and change to
accommodate forces more powerful than itself, a process that requires
business agility. Business agility can be used to adjust to market changes in
addition to internal business changes.

Business agility refers to the company’s ability to quickly adapt to
changes and fluctuations in its business environment. The faster a
company can adjust its business strategy, the higher its business agility.
Business agility is an organizational method to help businesses adapt
quickly to market changes that are either external or internal. If a busi-
ness is set up to respond rapidly and with the flexibility to meet customer
demands, they’re more likely to thrive and keep those customers.

Resilient organizations are those that rebound and prosper after busi-
ness disruption because they’re adaptive, agile, and sustainable. Resilient
organizations have resilient leaders who see change as opportunities for
continued growth rather than a source of anxiety and fear. Response,
recovery, and contingencies are the basis of resilience.

To achieve organizational high performance in an era of constant dis-
ruption and crisis, both agility and resilience are important. This author

defines both terms as follows:

Agility refers to the ability to make a rapid change and achieve flex-
ibility in various aspects of the operations, in response to changes or
disruptive events in the external environment that could be charac-

terized as a volatile, uncertain, complex, ambiguous, and disruptive
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(VUCAD) environment. It can also be viewed as the capacity for
responding with speed and flexibly and decisively toward anticipat-
ing, initiating, and taking advantage of opportunities and avoiding
any negative consequences of change.

Resilience refers to the ability to anticipate, prepare for, and
recover from disasters, emergencies, and other disruptions, and protect
and enhance workforce and customer engagement, supply network
and financial performance, organizational productivity, and commu-
nity well-being when disruption occurs. It can also be viewed as the
capacity for resisting, absorbing, and responding, even reinventing, if
necessary, in response to fast andlor disruptive change that cannot be

avoided such as the “black swan” events.

Leaders should also explore opportunities for developing collective
agility where major challenges require entire systems to be agile and
adaptable. Such challenges require whole-system collaboration and design
rather than piecemeal solutions. The accelerated delivery of COVID vac-
cines in the United States is a recent illustration of whole-system design
and collaboration across all stakeholders in the system. This ranges
from manufacture, regulatory approval, vaccine distribution and track-
ing, supply chain coordination, and a range of healthcare systems and
pharmacies. There are many advantages to encouraging a horizontal and
vertical cross-section of the system to codesign the strategic outcomes
as well as the business model and tactics. These include an outside-in
perspective, facilitation of buy-in, identifying bottlenecks and problems
early, and quicker decision making (Deloitte 2020a).

One major challenge may be the tension between traditional gover-
nance structures and processes that often focus on risk. Another may be
fixed processes and the speed and agility required to take up opportu-
nities in the new environment. Accordingly, governance structures and

processes may IlCCd to adapt.

Intelligence (Business Intelligence and Data Analytics)

We don’t know when or where the next crisis will strike—or what form

it will take. The only things we can control are how we prepare for crises
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and how we respond to them. In both instances, decision analytics plays
a critical role.

When Harvard Business Review investigated why some companies had
reached new levels of success in the years following the Great Recession
0f 2008-2010, the researchers concluded preparation was the differenti-
ating factor (Gulati, Nohria, and Wohlgezogen 2010).

Crises change markets, industries, and economic processes. Hence the
key to success is change management. One of the best ways to manage
change is by making wise decisions about debt, workforce management,
and new technologies. The best way to improve business decision making
is by supporting those decisions with advanced data analytics.

In times of crisis, business intelligence (BI) is an area that leaders can
leverage successfully when revenues are decreasing and budget problems
come into play. By leveraging BI and big data analytics, leaders will be
able to discover things that are not obvious or that they didn't know, such
as the root cause of those revenue drops and how they affect specific levers

within their organization.

Data Analytics

Data analytics is an emerging field in the 21st century when using analyt-
ical tools has become a fundamental part of the business decision-making
process, including operations on crisis management. The exponential
growth of data, with technological advancement, inspires the creation
of devices such as smartphones and the development of space technolo-
gies. As a result, the amount of information generated from these devices
and technologies is surging, leading to the so-called big data, which has
become a disruptive element in the workforce. Data analytics has been
demonstrated to be an asset to identify patterns, predicting outcomes,
and guiding corporate strategies (Ngai, Xiu, and Chau 2009).

Data analytics is a set of analytical and functional tools to gain
insights into business processes and uncover hidden patterns from the BI
view. It is the use of data, obtained from different sources, via statistical
and quantitative analysis, explanatory and predictive models, and fact-
based management to guide the decision making and activities of the

stakeholders (Davenport and Harris 2007). It is a collection of theories
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and technologies that turn raw data into relevant and usable information
for day-to-day operations, based on the analysis of datasets to deduce
the information found within them. Some business questions can be
answered to find potential prospects that will give a company a com-
petitive edge in the market. These are “what happened?” in a descriptive
sense, “why did it happen?” in a diagnostic sense, and “when might it
happen?” in a predictive sense.

Data-driven decision making is observed as an essential part of busi-
ness operations. It is achieved by extracting descriptive insights to observe
current operations, predictive insights to forecast possible future events,
and prescriptive insights to execute business strategies. Effective planning
is a critical factor for allocating the necessary resources with minimal cost
and time. The indicators that are gathered from the computational mod-
els are part of the crisis and risk management to be ready for any outcome.
These insights can show an upcoming systemic risk, such that allocating
resources will avoid these downturns or delay the losses.

Proper risk management is critical for each company during difficult
times. Analytics can be used to manage business continuity and reten-
tion by monitoring, forecasting, and preparing for crisis management and
incorporating them into the strategy. The decision-making process is an
important aspect of business that affects economic development and the
long-term viability of the business in the external environment it operates.

The use of business analytics in a data-driven setting shows that there
is a way to enhance management capability by offering valuable insights.
These observations will pave the way for a good business strategy that
puts them ahead of the competition. Because of advancements in infor-
mation technology, data analytics has enabled service technology systems

to create innovative ways to respond to customer needs.

Business Intelligence

Bl is a computer-supported system used for identification and to pro-
duce new insights and high-quality knowledge to support decision
making (Bozi¢ and Dimovski 2019). BI is learning from the business
experience, which explains the behavioral approach to using informatics

and information technology to make decisions. It is an important part of



“C.R.I.S.I.S.” LEADER 89

organizational planning to gain intuitive sight and to execute the oper-
ations phase by phase based on these informal gatherings. Knowledge
workers and data scientists are essential for each company to establish its
corporate strategy and planning.

Bl is a sequence of operational processes to provide the right
information in the right format and to represent such information to the
consumer in real time. Intelligent decision support systems and knowl-
edge management databases are part of these advanced evolutionary
stages. The multilayer framework is promoted by casual interdependen-
cies and the holistic design of business analytics. BI systems” maturity is
based on information content quality, information access quality, analyt-
ical corporate culture, and the use of information for decision making.

Data analytics can be used to evaluate these risks, known as black
swan events, where the value creation would be preserved while focusing
on evaluating contingencies that threaten the present business model.

Organizational ambidexterity is the ability to respond to changes in
the business environment where each firm may encounter environmen-
tal ambiguity, which is defined as instances when business relationships
are unclear because of a lack of information. A firm needs to achieve
organizational ambidexterity when it faces a competitive environment.
This requires companies to recognize new information to adjust dynamic
capabilities while focusing on internal and external changes. Dynamic
capabilities of the organizations evolve with sensing new opportunities
that can influence organizational decision making. Competitive advantage
is derived from a firm’s ordinary capabilities that have been transformed
through these decision capabilities.

During the DLI research, it was found that the organizations lev-
eraged data analytics to enhance their dynamic strategic capability in
corporate planning during these systemic risks and crises. It helps these
organizations understand uncertain economic environments to stay com-
petitive while the focus is on day-to-day operations. The business cycles
are directly affected by value creation where the agile frameworks play a
factor.

Most organizations have crisis management teams, protocols, and
business continuity to guide current actions and forecast possible responses

to future events including pandemics and unexpected downturn risks.
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These policies need to reduce business-critical operations and travel, dis-
tribute all critical operations across the departments for effective decision
making, diagnose employees at work, or ask them to stay at home if they
are sick.

Although the main emphasis is containing and mitigating the risk
from these unexpected events themselves, during the COVID-19 pan-
demic, these companies established a corporate plan for unanticipated
business risks and downturns. These actions include updating BI daily,
necessitating new strategies of mitigation rather than containment, using
experts knowledge and predictive forecasting understanding of what’s
happening and will happen including epidemic and public health intel-
ligence, and establishing resilience principles in developing policies that
also include consistent communication with the employees and evolvabil-
ity for preparedness for the next possible crisis. These policies for dealing
with and resolving the ability to forecast immediate results are get-ready
scenarios for current and future situations. Dealing with and resolving
the immediate problems that COVID-19 presents to each company’s
workforce as well as creating resilience protocols that can foresee similar
cyclical events will enable businesses to continue operating throughout
this pandemic crisis.

When dealing with black swan events like pandemics, data-driven
decision making is a crucial tool, and predictive analytics can foresee sim-
ilar catastrophes. Crisis management capacities of businesses will need to
be more data-driven and based on forecasting technologies to prepare for
probable pandemic-like situations.

Black swan is thought to be a systemic shock to financial markets and
daily societal life that may change social standards. Data analytics are
used in risk management as part of crisis management, where data-driven
decision making is given top importance to control and prevent such

disruptions.

Shifting the Mental Model

In a crisis, leaders are compelled to try to implement measures that they
have never attempted before. When a leader adopts a growth mindset in

a crisis, the path to change tends to be less arduous, as individuals with a
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growth mindset believe their talents and abilities are developed through
self-development and practice. They are open to new ideas and learning
and see failures as opportunities.

Believing that your qualities are carved in stone—the fixed mindset—
creates an urgency to prove yourself over and over. If you have only a
certain amount of intelligence, a certain personality, and a certain moral
character, then youd better prove that you have a healthy dose of them.
It simply wouldn’t do to look or feel deficient in these most basic charac-
teristics (Dweck 20006).

There’s another mindset in which these traits are not simply a hand
you're dealt and have to live with, always trying to convince yourself and
others that you have a royal flush when you're secretly worried it’s a pair
of tens. In this mindset, the hand youre dealt is just the starting point
for development. This growth mindset is based on the belief that your
basic qualities are things you can cultivate through your efforts, your
strategies, and help from others. Although people may differ in every
way—in their initial talents and aptitudes, interests, or temperaments—
everyone can change and grow through application and experience
(Dweck 2006).

Those thriving leaders interviewed during the DLI research empha-
sized the importance of critical thinking, which helps them to establish
situational awareness and impose effective strategy, direction, and action
in situations that are exceptionally volatile and uncertain. In such circum-
stances, information available to decision makers is likely to be ambigu-
ous. Also, there may be too much of it or too little, and what there is may
appear to be unstructured, confusing, and possibly contradictory.

The situation is likely to be uncertain, and suitable courses of action
may not be readily apparent or clear enough to support confident and
effective decision making. However, this may be exactly when urgent
choices and critical decisions have to be made. These leaders recognized
these problems as characteristics of crises. They were able to leverage the
business of managing information to establish situational awareness. This
awareness, when shared with their crisis leadership team and key stake-
holders, is the essential basis for effective choices of strategy, direction,
and action. Shared situational awareness implies creating and maintain-

ing a common understanding of what is going on, what that means (in



92 LEADERSHIP IN DISRUPTIVE TIMES, SECOND EDITION

terms of its implications), and what it might mean (in terms of reasonable

deductions that can be made about future developments).

What Is Critical Thinking?

Critical thinking is an active form of reflection which is deliberate,
persistent, and careful. It challenges preconceptions, perceptions, and
received wisdom. And it is, most important of all, focused on deciding
what to believe and what to do. It is, therefore, inherently practical and
generates a set of guidelines for the practitioner. It involves what some
have called metacognition or the act of thinking about how we think.

Critical thinking aims to better understand the meaning and implica-
tions of information, conclusions, options, and decisions and to identify
and evaluate the assumptions upon which thinking (our own and others’)
is based. It can bring a powerful rigor to crisis management if it is applied
with perseverance, determination, and self-awareness.

Critical thinking in the business literature is often confused with skills
like “problem solving.” In reality, “problem solving” is quite different
from “critical thinking.”

Sometimes problem solving requires thinking skills, like how best
to balance profit and loss statements, but not critical thinking skills—
rational, reflective thinking. Some business-related problems, for exam-
ple, require emotional intelligence, which is thinking that is neither
rational nor reflective.

In other words, while critical thinking often refers to “problem solv-
ing,” not all problem solving is an example of critical thinking. Critical
thinking consists more of “habits of mind” providing a framework in
which problem solving can occur. Often, these distinctions aren’t clear in
business education literature.

How and why is critical thinking applied in the workplace? Critical
thinking in the workplace comes in many forms. We see critical thinking
being used in teams to help effectively resolve problems. We even see critical
thinking being used in the workplace to help teams figure out what issues
exist, and then we see teams come up with possible answers for those issues.

Critical thinking is applied to leadership approaches because lead-

ers need to have critical thinking skills, be able to understand logical
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relationships between ideas, recognize the importance and the relation-
ship of an argument, as well as recognize mistakes in reasoning and then
be able to make the right decisions.

The need for critical thinking in leadership has always been around.
A model was developed in 1925, called the Watson—Glaser critical think-
ing model, which helps organizations identify factors in people that are
important for critical thinking and judgment making, which explains
why critical thinking needs to be a part of leadership approaches.

Pearson has developed the following RED model—Recognize assump-
tions, Evaluate arguments, and Draw conclusions (see Figure 4.2)—as a
way to view and apply critical thinking principles when faced with a deci-
sion (Chartrand, Ishikawa, and Flander 2018).

Recognize assumptions. This is the ability to separate fact from opinion.
It is deceptively easy to listen to a comment or presentation and assume
the information presented is true even though no evidence was given to
back it up. Perhaps the speaker is particularly credible or trustworthy or
the information makes sense or matches our own view. We just dont
question it. Noticing and questioning assumptions helps to reveal infor-
mation gaps or unfounded logic. Taking it a step further, when we exam-
ine assumptions through the eyes of different people (e.g., the viewpoint
of different stakeholders), the end result is a richer perspective on a topic.

Why does it matter? This is the ability to separate fact from opinion.

It is deceptively easy to listen to a comment or presentation and assume

Recognize
Assumptions

Keys to
CRITICAL

THINKING

Evaluate
Arguments

Draw
Conclusions

Figure 4.2 The “RED” model of critical thinking
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the information presented is true even though no evidence was given to
back it up. Noticing and questioning assumptions helps to reveal infor-
mation gaps or unfounded logic. Taking it a step further, when we exam-
ine assumptions through the eyes of different people (e.g., the viewpoint
of different stakeholders) the end result is a richer perspective on a topic.

How/when to use it. When you're gathering information, listening to
what people say, or assessing a situation, think about what assumptions
you have going in. Perhaps you assume that a trusted co-worker is provid-
ing reliable information, but is there really evidence to back it up? Learn
to see gaps in logic and opinion disguised as fact.

Evaluate arguments. It is difficult to suspend judgment systematically
and walk through various arguments and information with the impar-
tiality of Sherlock Holmes. The art of evaluating arguments entails ana-
lyzing information objectively and accurately, questioning the quality of
supporting evidence, and understanding how emotion influences the situ-
ation. Common barriers include confirmation bias, which is the tendency
to seck out and agree with the information that is consistent with your
own point of view or allow emotions—yours or others—to get in the
way of objective evaluation. People may quickly conclude simply to avoid
conflict. Being able to remain objective and sort through the validity of
different positions helps people draw more accurate conclusions.

Why does it matter? We often have problems sorting through con-
flicting information because we unknowingly let our emotions or pride
get in the way or because we only hear what we want to hear (confirma-
tion bias). Being able to remain objective and sort through the validity of
different positions helps people draw more accurate conclusions.

Howlwhen to use it. The art of evaluating arguments entails analyzing
information objectively and accurately, questioning the quality of sup-
porting evidence, and understanding how emotions—yours or others—
influence the situation or get in the way of objectivity. People may quickly
conclude simply to avoid conflict. Learn how to push all that aside, and
analyze information accurately and objectively.

Draw conclusions. People who possess these skills can bring diverse
information together to arrive at conclusions that logically follow from
the available evidence, and they do not inappropriately generalize beyond

the evidence. Furthermore, they will change their position when the
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evidence warrants doing so. They are often characterized as having “good
judgment” because they typically arrive at a quality decision.

Why does it matter? People who possess this skill can bring diverse
information together to arrive at conclusions that logically follow from
the available evidence, and they do not inappropriately generalize beyond
that evidence. Furthermore, they will change their position when the evi-
dence warrants doing so. They are often characterized as having “good
judgment” because of their quality decisions.

Howlwhen to use ir. This is the payoff. When you think critically, the
true picture becomes clear, and you can make the tough decision or attack
the difficult problem.

Each of these critical thinking skills fits together in a process that is
both fluid and sequential.

When presented with information, people typically alternate between
recognizing assumptions and evaluating arguments. Critical thinking
is sequential in that recognizing faulty assumptions or weak arguments
improves the likelihood of reaching an appropriate conclusion. It is help-
ful to focus on each of the RED skills individually when practicing skill
development. With concentrated practice over time, typically several

months, critical thinking skills can be significantly increased.

Inspiring

During crises, leaders need to demonstrate inspirational and transforma-
tional leadership styles. Trust is more valuable than ever during times of
crisis because it not only promotes resilience in the face of uncertainty but
also provides solid ground for action and results in better financial per-
formance. When leaders and organizations are centered on an authentic
purpose, employees feel that their work has meaning.

Employees’ trust in their organization is vital during crises and disrup-
tions. It powerfully facilitates employees’ ability to respond constructively
to crises and change, and it underpins organizational agility and resil-
ience. Yet it is during such episodes that trust is most threatened. During
the COVID-19 pandemic, this conundrum has organizational leaders
asking: How can we preserve employee trust in the face of the financial

and other challenges posed by the outbreak?



96 LEADERSHIP IN DISRUPTIVE TIMES, SECOND EDITION

Yet it is during crises and disruption—when trust is most required—
that it is also more likely to be lost. The COVID-19 pandemic is posing
just such a threat. It is requiring organizational leaders and policy makers
to make rapid, large-scale changes to both sustain organizational viability
and maintain the flexibility and ability to later scale up and rapidly return
to their core business once the pandemic passes. To ensure organizational
survival, they are having to make tough and unpopular decisions, such as
cutting pay and work hours and laying off workers temporarily or perma-
nently. The uncertainty and unpredictability of the pandemic have jolted
employees out of their familiar ways, including their habitual trust in
their employers, and has heightened their sense of vulnerability. In such
a context, employees need and seek reassurance from their employer that
their continued trust is deserved.

Leaders must take key practical actions to preserve trust. The DLI
research shows that during crises, employee trust can not only be
preserved but also be enhanced. These thriving leaders show that employ-
ees who feel a greater sense of connection are far more likely to ride out
volatility and be available to help companies recover and grow when
stability returns.

Central to reducing uncertainty is drawing on and reinforcing
the familiar, established foundations of trust that already exist in the
organization. These trust foundations are unique to each organization
and include the values, purpose, relationships, practices, organizational
structures, and processes that built and sustained employee trust before
the crisis. For example, in one government agency we studied, trust was
founded strongly on principles of fairness, integrity, and professional
respect. In a manufacturing business, employee trust was based on a
unionized culture and the strong relationships between line managers,
workers, and trade unions at the local plant level. These trust foundations
highlight what the organization needs to protect and continue to do to
preserve employees’ trust.

We believe that all leaders can be inspirational during times of crisis
as all they need to do is unlock their inspirational potential and find an
opportunity to demonstrate their capability. They need to develop the
relevant skills which they can learn, grow, and develop to increase their

impact and influence on their followers. It is important to understand



“C.R.I.S.I.S.” LEADER 97

from the start that becoming an inspirational leader requires focused
effort, practice, and the ability to conduct self-reflection. Inspiration is
personal; our source of inspiration is closely linked to our beliefs, values,
and identity.

Inspirational leadership is both a mindset and a skill. It should
be thought of as an action-orientated mindset where one individual
can ignite a fire in another person’s heart and/or mind and move a
person or team of people to take action and achieve something greater
than the current status quo. Inspirational leadership, at its core, is
about finding ways to enhance the potential of those you lead in a way
that works for them and inspiring others to push themselves, achieve
more, and reach that potential. The methods by which this is done will
vary from person to person, and business to business, but the outcome
is always the same: People develop greater confidence in what they can
do and apply this confidence in a way that benefits the organization
they work for.

During times of crisis, when employees aren’t just engaged, but
inspired, that’s when organizations see real breakthroughs. Inspired
employees are themselves far more productive and, in turn, inspire those
around them to strive for greater heights. The DLI research shows that
while anyone can become an inspiring leader as it is believed that they’re
made, not born, in most companies, there are far too few of them.
Those thriving leaders are inspiring as they leverage effectively their
unique combination of strengths to motivate individuals and teams to
take on bold missions—and hold them accountable for results. And
they unlock higher performance through empowerment, not command
and control.

While the research found that leaders who inspire are incredibly
diverse, which underscores the need to find inspirational leaders that
are right to motivate your organization, there is no universal archetype.
A corollary of this finding is that anyone can become an inspirational
leader by focusing on his or her strengths. Although DLI found that many
different attributes help leaders inspire people, it also identified that there
is one common trait that indicated matters more than any other: mind-
fulness. This enables the leaders to remain calm under stress, empathize,

listen deeply, and remain present.
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Often, leaders have been identified as possessing a remarkable qual-
ity that set them apart from others. It enabled them to have a powerful
influence on others. It caused others to be attracted to them and enabled
them to achieve remarkable outcomes. That quality has most frequently
been labeled “charisma,” a term coming from the Greek word meaning
“gift.” In ancient times, it was believed that this quality was indeed a
divine gift that was bestowed upon some and not others. The practical
consequence of this has been that unlike other leadership skills, such as
being results focused, giving compelling oral presentations, or delegating,
no one attempted to teach charisma.

Because the popular press often describes leaders as charismatic, this
characteristic has then been used to explain this person’s success. The
probable reason is that many leaders fell into the seemingly logical trap
of thinking that charisma, as the term was most often used, was simply a
synonym for being inspiring. There were instances where countless lead-
ers are identified by their colleagues as being highly inspiring and not
charismatic. Conversely, some people are seen as quite charismatic and
fail to meet the test of being inspiring and motivating—especially in the
long run.

Some believe that inspiration is just something that leaders do on
big occasions. They see it as that yearly speech where leaders get up in
front of all the employees and get them all revved up and inspired. Inspi-
ration is much more than this. The DLI research found that during the
recent pandemic, everything a leader does every day has an impact on the
employees. When a leader comes to work in the morning and is in a bad
mood, that counts. When a leader comes in and is sharing with colleagues
his or her optimism, excitement, and passion for the work, that counts.
When a leader comes in, ducks into his or her office, and hides in his or
her cave all day, that counts. But if a leader will just take a few minutes to
go around and ask people how they’re doing, thank them, and encourage
them to do more, that counts. Everything leaders do counts. Everything
every employee does on every level counts.

Inspirational leadership builds on inspirational appeals. It is proba-
bly the most powerful form of leadership and may well be the only soft
approach that is scalable and that allows firms to thrive in situations

characterized by ambiguity, complexity, and rapid change.
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Set the Recovery Path

A crisis may end, but it doesn’t just fade away. Leaders can take several
important and influendal actions to ensure their organization and its
employees not only recover but also prepare for a future crisis.

One of the biggest questions employees have asked their leaders
during the COVID-19 pandemic is when this coronavirus madness will
end so that they can get back to normal or business as usual. The reality is
that it is going to be business as unusual. To prepare for the “new normal”
or the “next normal,” leaders need to answer the question “what can I do
now to prepare for when things return to a new normal?” To achieve this,
they need to reflect on what has happened and what lessons they have
learned and then plan to start with a new vision.

They need to connect the conversation about why they and the lead-
ership team are embarking on preparing the organization for the future,
what the outcomes are likely to be, and how to go about it. Leaders need
to stay firmly grounded in questions like “what’s our goal here? What does
success look like for us?” Leaders need to build a culture of accountabil-
ity, foresight, a “people-first ahead of process and technology” mantra,
and decisive adaptability. For many organizations, this means asking their
workforce to work from home. If you are preparing for increased remote
work, ensure that the organization has in place the right technology and
the technical capacity to support it, including bandwidth, VPN infra-
structure, authentication, access control mechanisms, and cybersecurity
tools that can support peak traffic demands. Many leaders have confessed

that their organizations were not ready for this!

Reshaping the Organization for Recovery

Two important goals of leadership following a crisis are to rebuild and
strengthen relationships (between the people in the organization and
between the people and the organization) and to learn from the expe-
rience to prepare for the next crisis. In working toward those goals, one
of the most effective things leaders can do after the crisis is to assure
employees that the probability of the same crisis reoccurring is virtually
nonexistent. Otherwise, anxiety levels will remain high in the organiza-

tion and significantly impact morale and productivity. Leaders at all levels
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should talk to employees and personally share what preventive measures
are being taken to avert another crisis. This allows the employees to ask
questions, an act that can be therapeutic and calming.

Another more formal but particularly effective means of providing
such reassurance is through updated and highly publicized company
rules and regulations aimed at preventing a similar crisis. These revised
rules can oudline improved crisis assessment procedures, including early
warning and detection, crisis indicators, and improved interpersonal
communication methods among leaders and employees in general.

These assurances can be the first step in rebuilding and reviewing the
organization’s communication strategies. Clear and continuing communi-
cation is as essential after a crisis as it is before and during a crisis. Making
sure those lines are open after a crisis helps leaders and the organization
as a whole to learn from their experience and enhance their capability to
deal with future crises. It also helps employees connect to the organization

and connect and strengthen the bonds they developed during the crisis.

Demonstrate Transformational and Authoritative (Visionary)
Leadership Style

As signs of recovery tentatively creep back into the economy, for-
ward-looking organizations are working to redefine their “business as
usual” and arrive at a transformational strategy. Along the way, according
to the DLI research, there are important aspects that these thriving leaders
take into consideration in charting the way forward.

During the height of the pandemic, most organizations operated in
crisis mode. As the world moves toward a postpandemic recovery, these
thriving leaders guided their organizations out of emergency mode into
something of a semblance of normality. Yet, they are mindful that the
crisis remains in the background. Supply chains remain overstretched and
working restrictions continue. So, it’s still important to steer organiza-
tions on a transformational journey.

The concept of applying and adopting various leadership styles was
popularized by psychologist Daniel Goleman through his evidence-based
research on emotional intelligence. In his book Primal Leadership: Real-

izing the Power of Emotional Intelligence, Goleman describes six different
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styles of leadership (see Figure 4.3)—visionary, coaching, affiliative, dem-
ocratic, pacesetting, and commanding (Goleman 2002)—and how the
most effective leaders embrace all six styles, utilizing the appropriate style
based on situational, organizational, or human cues (Goleman 2000).

Goleman describes the situation most appropriate for applying vision-
ary leadership as one of directional change, where openness is critical for
blazing new paths: “Visionary leaders articulate where a group is going,
but not how it will get there—setting people free to innovate, experiment,
take calculated risks.”

However, when the visionary style is your only style, it can leave your
team confused about their priorities, searching for vital details, dealing
with “organizational whiplash” in the face of constant change, and unsure
where the organization (and their career) is going.

Therefore, it can be critical for visionary leaders to balance their style
and surround themselves with fellow C-levels, directors, managers, or team
leads more adept at integrating the other leadership styles into the mix

when being democratic, coaching, or a pacesetter isn't their strong suit.

Importance of Authoritative Leadership During Crises

Authoritative leaders, also called visionary leaders, tend to approach
leadership like a mentor guiding a mentee. Instead of telling their team
to follow instructions and do as they say, authoritative leaders put them-

selves in the scenario and utilize a “come with me” approach. They have a
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firm understanding of the challenges to overcome and the goals to reach
and have a clear vision for achieving success.

Authoritative leaders inspire motivation. They offer direction,
guidance, and feedback to maintain enthusiasm and a sense of accom-
plishment throughout the crisis or business challenge.

At its heart, authoritative leadership depends on a thoroughly devel-
oped sense of emotional intelligence. To be effective, authoritative leaders

must demonstrate certain emotional intelligence competencies, such as:

1. Self-confidence: to develop a vision and inspire others to follow it.
Authoritative leaders provide direction and vision. They approach
resolving challenges arising from the crisis from a position of con-
fidence. They have a clear vision of what success looks like and give
their team members clear direction and constructive feedback as they
work toward achieving those organizational goals.

2. Empathy and empathetic listening: to understand and anticipate the
emotions felt by team members at key junctures during the crisis.
Authoritative leaders breed goodwill as for the authoritative leader-
ship style to work, a person must approach his or her team from a
position of empathy. By understanding the personal and professional
emotions, desires, and worries of a team member, an authoritative
leader is better able to identify potential roadblocks to performance
and remove them, while simultaneously incentivizing success.

3. Ability to adapt. identify and remove barriers to change that may be
required for success on the path of recovery from the crisis. Author-
itative leaders bring clarity. They are effective because of their ability
to inspire, motivate, and influence their team. Often, this motivation
stems from their ability to understand a company’s strategic goals
and communicate them in a way thats easy for employees to follow.
When everyone knows what the organization is striving toward, it’s

easy to ensure everyone is aligned.

Authoritative Versus Authoritarian Leadership

While the terms “authoritative” and “authoritarian” leadership sound

similar—and are often used interchangeably—they are very different.
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Authoritative leaders guide their teams by example and inspire pro-
gression toward a common goal, whereas authoritarian leaders rely on
commands and demand compliance without question. Authoritative
leaders say, “Come with me”; authoritarian leaders say, “Do what I tell
you.” Authoritative leaders view success as something to be shared by the
team; authoritarian leaders view success as stemming from themselves.

While authoritarian leadership, also called commanding leadership,
is often viewed as a more negative approach, it can be highly effective
in the right circumstances, particularly when a company or organization
needs firm guidance through a crisis when compliance with the directives
of the board or senior leadership team is crucial for the sustainability of

the organization.

Conclusion

Ideally, all of us would balance our intellectual, physical, spiritual, and
emotional lives all of the time. But that’s a difficult job, particularly when
a crisis creates an imbalance and tips the scale toward the emotional end.
This creates a special challenge for managers who must provide leadership
to those who are in a state of emotional turmoil.

Occupying a designated leadership position isn’t the same thing as
being a leader, doesn’t provide leadership on its own, and doesn’t prove
that the person in that position has the skills or knowledge to be an effec-
tive leader. There is a significant difference between being a successful
leader because specific numbers were achieved and being an effective
leader. After all, the numbers were achieved and the continuing support
of direct reports is evident. Leaders who view themselves as successful
because of position, salary, or longevity, but leave a high body count of
former employees bobbing in their wake, are often surprised to find their
careers derailed or sidelined. Nothing separates such leaders from their
illusions as quickly and sharply as a crisis because it’s then they realize they
haven’t built the skills necessary to lead effectively during such traumatic
events.

An organization’s senior leadership is key before, during, and after a
crisis, and its quality can determine the length, severity, and ultimate con-

sequences of the crisis. Leaders set the tone by their example and conduct
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during the crisis. By paying attention to the components of influence
(especially communication, empathy, and caring), leaders can have a sig-
nificant positive impact on the very human, emotionally charged climate
that accompanies a crisis. That in turn can reduce the negative impact and
duration of a crisis for the benefit of the organization.

Effective leaders often have a well-developed ability to influence oth-
ers and can avoid using authoritarian or fear tactics to get results. This
is an especially important capability in a crisis when strong leadership is
essential, and getting results through others using threats, pressure, and
coercion is generally unproductive and can even be harmful. Influencing
techniques that are effective during normal times become even more criti-
cal during a crisis. Because influencing skills are applicable during normal
business situations as well as in a crisis, leaders can develop these skills
before the heat of a crisis is upon them.

If your day-to-day leadership doesn’t bolster trust, garner respect,
inspire confidence, and connect emotionally with your direct reports,
it’s highly improbable that your leadership will dramatically change just
because a crisis is at hand.

Authoritative leadership can be particularly well suited for businesses
undergoing a period of struggle or change. A department or team not
meeting its goals in recent quarters; a shift in company ownership, lead-
ership, or structure; a corporate turnaround after a decline; or a desire to
innovate and change organizationally can all be appropriate situations for
an authoritative approach.

It isn’t, however, applicable to all business challenges. Skilled leaders can

tailor their leadership style to whatever scenario they find themselves in.



CHAPTER 5

Crisis Management Strategy

Introduction: Crisis Management

As the business community has learned through the COVID-19
pandemic, it’s more important than ever for leaders to anticipate and plan
for the possibility of an unplanned event. The more prepared you are to
manage shocks, the less likely you'll fall victim to the serious harm a crisis
has the potential to inflict.

Whereas risk management is traditionally a proactive discipline,
crisis management (CM) is reactive. CM can be viewed as a specialized
discipline within risk management, where specific practices are instituted
in response to unexpected events that threaten a company’s stability.
Having an effective plan and resources in place mitigates the destructive
nature of that reactivity.

To respond to ongoing uncertainty and change, businesses need to
embrace a core set of capabilities and behaviors to embed agility and resil-
ience. They need to go beyond their usual business analysis and think
about a broader set of future scenarios; they need to plan not just for busi-
ness as usual, but for any major disruptions that might affect them or a
competitor, and they need to be able to act with agility to quickly counter
existential threats and take advantage of new opportunities.

To succeed, CEOs need to have adaptability—the ability to change—
and agility—the speed of response. This includes both plannings for
whatever can go wrong and setting up a structure to respond quickly.

To do this, companies need to utilize a range of information and tools
to gain insight into their current operations, performance, and market
environment and plan for different future environments. These include
external insights, such as third-party data and dynamic analytics that
can quickly process real-time data and help shape insights into customer

demands or concerns.
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Scenario planning that utilizes data to help simulate how a company
can be impacted by a host of situations, such as a market crash or a prod-
uct recall, is another key activity. For example, many organizations have
built cross-functional teams to look at potential scenarios and be ready to
act once the way forward is clear.

To be adaptive and agile, people across different functions of a com-
pany need to be empowered to make the decisions to quickly execute
change to meet any situation.

This starts with inclusive leadership from the top, which delegates racher
than controls, and actively invites input from all levels and can be seen as tak-
ing appropriate action based on this input. The traditional top-down struc-
ture is likely to be too slow to respond to a threat in today’s environment.
A key step in change management is to ensure that people feel empowered,
are more aware, and are likely to communicate early signs of disruption.

This is also a good time to make sure business units are sharing data,
rather than keeping it in silos, to make sure all decision makers can act
based on a full set of information.

Boards and leadership teams also need to make sure they have the
right leaders in place, with the right skill sets for all situations. An organi-
zation may have the best leaders for a growth scenario, but these leaders
might not be nimble enough in a turnaround situation.

CEOs, CFOs, and the board should regularly evaluate whether the
leadership team has the essential skills for all situations. They can then
identify which leaders should take point in different scenarios such as CM
or operational restructuring.

Organizations face challenges that present varying levels of severity.
But handled poorly, even a seemingly minor shock has the potential to
escalate into a crisis that threatens the viability of a business. A crisis can
disrupt operations, damage reputations, destroy shareholder value, and
trigger other threats.

The media continues to be filled with stories about companies that fail
to manage crises, costing them millions in damage, fines, reparations, lost
revenue, and lost jobs.

Many of those failures can be tracked to a few common causes:

1. Lack of attention to the identification and assessment of risks
2. Weak leadership commitment to effective risk mitigation and CM



CRISIS MANAGEMENT STRATEGY 107

3. No crisis communication plan

4. No process to assess, investigate, and mitigate a crisis

As part of an effective enterprise risk management (ERM) program,
leaders need to make the right moves when a crisis occurs to resolve the
issue and protect the organization. The following five steps, when taken
with care and commitment from the board of directors on down, can
help ensure the enterprise is well prepared to protect itself when a crisis

occurs.

Step 1: Evaluate Corporate Governance, Risk Management, and

Internal Controls

Organizations must commit to a regular evaluation of their corporate
governance and risk management practices and internal controls. When
addressed together, these three components provide the pillars for a strong
CM program. Through a regular review of these pillars of effective gover-
nance, corporations can identify new and emerging risks, assess existing
risks, and make the policy and process changes needed to address the
behaviors that could lead to significant damage to the enterprise—before

they evolve into a crisis.

Step 2: Identify the Most Probable Crises and Assess Their
Potential Impact

There are several kinds of crises that are possible in every organization,
including natural disasters, unexpected injury or death of employee or
customer, harassment or discrimination, workplace violence, employee
malfeasance, cybercrime, white-collar crime, litigation or class action,
fraud, mismanagement, and product defects/recalls. Other catego-
ries may be unique to the business. An enterprise-wide vulnerability
assessment using clearly defined risk indicators will help to uncover the
kinds of crises for which the organization needs to plan and prepare.
Extra attention should be given to those crises that are deemed either
highly likely to occur or to have the highest potential impact on the

organization.
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Step 3: Create and Train a Crisis Management Team

Arguably the most important step in an effective ERM and crisis
response program is having the crisis team in place. Internal and exter-
nal experts should be identified and roles and responsibilities delineated.
Regular training and crisis exercises are vital to assuring that the team
is prepared to execute important response strategies and tasks. Inter-
nal expertise should include senior executive management, operations
leaders from key areas, and leaders of compliance, internal audit, corpo-
rate communications/PR, human resources, legal, sales and marketing,
among others.

External expertise may be needed to supplement the internal team
and should include established relationships with outside providers of PR
and communications, and legal and forensic counsel, among others. By
having these key vendors in place well in advance, they can get to know
the company and its leaders, facilitating better, faster responses when a

crisis is declared.

Step 4: Develop and Implement a Crisis Communication Plan

Effective communication response to a crisis has never been more
important than in this highly charged age of instant communication.
Organizations no longer have the luxury of waiting days to respond
when an issue arises. Effective crisis communication plans include details
on not only what to do but how to do it. Policies and processes, chains
of command, roles, and responsibilities for communication should be
detailed. Best-practice plans contain quick response guides for the most
probable crises identified in the vulnerability assessment, including initial
strategy and messaging that has been vetted and preapproved by manage-
ment and legal.

Spokespersons should be identified and trained. Platforms to mon-
itor media and social media should be implemented well in advance.
Companies with operations in multiple countries should make sure that
their communication plans address important cultural differences so that

they can respond appropriately. Finally, the plan should be exercised and
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updated at least annually to assure that it is well integrated with an opera-

tional response and business continuity (BC) and recovery plans.

Step 5: Develop a Crisis Response Plan

The CM team needs a written plan to effectively manage the crisis. The
plan should address levels of crisis with thresholds for activating the team
and implementing the plan. It should identify who will lead the response
for each type of crisis. Procedures to assess, investigate, and mitigate the
crisis are vital. Operational roles and responsibilities should be detailed
and external support services identified and engaged.

As the business community has learned through the COVID-19 pan-
demic, it's more important than ever for leaders to anticipate and plan
for the possibility of an unplanned event. The more prepared you are to
manage shocks, the less likely you'll fall victim to the serious harm a crisis
has the potential to inflict.

Crisis management (CM) is one of several interrelated core disciplines
comprising ERM, along with emergency preparedness, disaster response,
BC planning, supply chain risk mitigation, and cyber liability prevention.
CM bpractices can help lessen the magnitude of emergencies and disasters
while decreasing the uncertainty and anxiety associated with these events.

Business continuity management (BCM) is a holistic management pro-
cess for identifying potential impacts from threats and for developing
response plans. The objective is to increase an organization’s resilience
to business disruptions and to minimize the impact of such disruptions.
Think of BCM as the strategic process for execution when a disaster
occurs. The consequence of the activation of a BC plan is a result of a
disaster. In its simplest form, your organization is denied access to either/
or its people, processes, or technological infrastructure.

The CM plan is often embedded into the BC plan or vice versa. This
is not a problem unless the execution and responsibilities are delineated
in both plans.

During a crisis, your organization is expected to execute the CM plan
and during a disaster, the BC plan. The decision-making process for the

handling of the crisis or disaster is shouldered by the senior management
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team. The execution of the necessary crisis response and should there be a
denial of access to the “people, process, and technology infrastructure,” the
recovery activities under recovery strategies and BC plans will be executed.

What is confusing is the overlapping of activities for the crisis response
and continuity of operations. It is good to start any discussion with the
definition of a crisis and disaster. The question to ask when the incident
occurs is, “Is this a crisis or a disaster?”

Enterprise risk management (ERM) is the process of identifying and
addressing methodically the potential events that represent risks to the
achievement of strategic objectives or to opportunities to gain a compet-
itive advantage.

Whereas ERM is traditionally a proactive discipline, CM is reactive.
CM can be viewed as a specialized discipline within risk management,
where specific practices are instituted in response to unexpected events
that threaten a company’s stability. Having an effective plan and resources

in place mitigates the destructive nature of that reactivity.

The Board’s Role in Overseeing Crisis Management

A corporate crisis can impact organizational culture, business operations,
and reputation, all of which can have significant financial, legal, and
regulatory ramifications. Therefore, a CM program should bring together
a variety of stakeholders who can understand the potential implications
and help plan for and recover from a crisis. The program should be man-
aged by someone with in-depth legal and compliance experience who
can manage day-to-day operational and tactical responses. It should also
closely align the internal and external communications leaders to make
sure the decisions and messaging are clearly and directly articulated to the
key audiences.

The CM program should be a process within the company’s broader
resiliency toolkit and integrated into its ERM program. This integration
helps safeguard that crisis response planning is aligned with and informed
by the company’s strategic plan and risk tolerances and that it is dynamic
and evolves along with changes to risk assessments and prioritization.
Most importantly, a robust ERM program is foundational for risk

management, litigation prevention, and loss mitigation.
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CEOs and the executive team are responsible for the organization and
establishment of a CM capability; boards are responsible for safeguard-
ing the governance and viability of the organization. So CM should be a
central preoccupation for the board of every organization, small or large,
local or global. Why, then, do we see so few boards actively participat-
ing in, overseeing, and assuring CM in the way they do other risks and
contingency plans?

Outside of the board’s responsibility for general risk oversight, the
responsibility for the management of specific crises is often left unas-
signed. Boards should consider tasking a specific committee with the
responsibility of developing a crisis response plan and running crisis
response simulations from time to time. The executive or governance
committees are well suited for this role and often have additional time,
as compared to the audit committee, to take on this responsibility. Less
frequent, but still used by 5 percent of the S&P 500, are special “risk
committees” established by the board to specifically address the compa-
ny’s risk profile and develop crisis response plans. Whichever committee
is selected, this group of directors should be tasked with developing and
implementing each element of the crisis response plan, and most impor-
tantly that each individual involved in the crisis response plan is fully
aware of the responsibility that comes with that role.

CM starts long before a crisis hits. It should be an integral part of
the wider organization’s resilience measures and not simply something to
deploy when all other options have failed. The board should take a keen
interest in the crisis capability of its executive teams. With its fiduciary
duty and its responsibility to protect the interests of shareholders, this
sits squarely within the board’s mandate to oversee good governance and
management of risk. It should be one part of the board’s normal assess-
ment of the ongoing viability and sustainability of its business (Deloitte
Insights 2020).

Today’s crisis response needs to be sure-footed and well practiced to
win in this environment. The board needs to know its role in advance, not
learn about it upon first contact.

Our interconnected world brings increasing complexity and depen-
dency, with global supply chains vulnerable to disruption by international

events—natural and man-made. Technology has altered the balance of
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risk between organizations and individuals. Lone individuals with the
power of technology and social media, for example, can wreak havoc
across an organization.

It is this complexity that makes it increasingly difficult to make sense
of the core issues at play and the trade-offs that need to be made. Today’s
crisis response demands more frequent moves from business as usual to
a CM mode of working. The board needs to understand why, when, and
how the organization moves to crisis response and to be reassured that the

response is effective.

Conclusion

While prevention must always remain a priority, advanced crisis prepara-
tion is now imperative as avoiding crises entirely is nearly impossible. For
example, the current cyber threat environment is such that it is likely only
a matter of time before all businesses will suffer a cyber breach. Whether
the cause of the crisis is a corporate malfeasance, a terrorist attack, or a
natural disaster, a company’s ability to manage a timely, well-coordinated

crisis response and communicate with stakeholders is critical.

Table 5.1 Questions for the board to consider in overseeing crisis
management

1. Has the company developed a crisis management “playbook” with decision
process flows and escalation protocols? Do all the participants know their roles
and the critical approval processes that are in place to be certain of quick and

straightforward approvals?

2. Has the company considered and challenged itself as to the types of crises it may
face, where and how likely such events might be?

3. Has the company identified the individuals who will lead communications during a

crisis?

4. Has the company identified the external advisors in the various scenarios from
whom the company plans on seeking counsel? If so, are agreements in place with the
external advisors such that they can be mobilized quickly? Does the company have a

place or virtual room secured to gather in the event of a crisis?

5. How often do senior leaders take part in tabletop exercises using realistic crisis
scenarios! And what is the board’s role in these?

6. Does the company’s response planning prioritize communications with key stake-

holders, including employees, customers, shareholders, and business partners?

7. If a crisis were to unfold today, how prepared is the company to react with precision,

speed, and confidence?
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To help companies prepare for the challenge, boards should be asking
a series of crucial questions (see Table 5.1) to determine that the man-
agement has a practical and relevanct crisis response program and actively
oversee and challenge all aspects of that program, including key consid-
erations before, during, and after an event (Klemash et al. 2018). This
includes determining that the management has the right framework in
place and that it has sustainable capabilities to allow the company to react
to and quickly recover from crisis events. In preparing for and especially
when confronting a crisis, boards should also understand the roles and
potential implications to key stakeholders. Boards should also participate
in various simulations and tabletop exercises with management teams to

enhance their effectiveness in responding to crises.

The COBRA Model

When a board takes risk preparedness seriously, it lessens the likelihood
that it will be summoned to manage a crisis. No preventative system,
however, is perfect. Organizations may wish to adopt a variation of the
crisis response system used in the United Kingdom at the board level.
The United Kingdom and other Commonwealth countries use a
strategic, tactical, operational (STO) management structure to manage
incidents. Each incident response is allocated one strategic commander on
the team, one tactical commander, and as many operational command-
ers (geographic or thematic) as necessary to fulfill responsibilities. Thus,
the strategic members function as the senior management of the response.
On the political side are senior elected officials and policy makers, often
referred to as the COBRA group because they meet in the Cabinet Officer
Briefing Room A, located in Whitehall near 10 Downing Street, the rough
equivalent of the Situation Room at the White House. A designated senior,
the nonelected civil servant on each side in a formal liaison role, serves
to foster an orderly flow of information between the two. This structure
enables political leaders to have input into the handling of the operation
while ensuring that they do not try to run it. Conversely, the strategic team
members receive valuable information about the political ramifications
of their decisions while remaining able to maintain an essential “battle

rthythm” to keep pace with unfolding events (McNulty and Marcus 2019).
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Now, translate this model to the corporate setting. Think of the cor-
porate CM team as the equivalent of the U.K.-model strategic team and
the board as the COBRA group.

Imagine a designated board liaison on the former and a counterpart
member of the board on the latter (each with alternates). Assuming such
roles in advance allows the CM team and the board to build familiarity,
confidence, and trust. This is particularly important for the crisis man-
ager who may have to convey hard truths to powerful board members in
a vexing situation. Similarly, a board member who knows the crisis team
members and how they work can provide valuable input while tempering
the impulses of board members to intervene in operations.

In general, boards should not become directly involved in most crises.
Responding to these is best left to senior managers who understand the
details of the business. However, board members represent the sharehold-
ers and must be prepared to engage if needed. In our turbulent world, any

board that is not paying attention to CM is courting disaster.

Conclusion

It is not difficult to see how these cultural, structural, and personal fault
lines can crack open in a crisis and combine to create a chasm. In essence,
they all indicate insufficient trust between board members and senior
managers. That may simply be frustrating in calm times but escalates rap-
idly once a crisis starts. It is striking how often these issues came up in our
conversations with directors. The point they all made, in different ways,
is that a lack of transparency and trust too often hampers the effectiveness
of board—management dialogue even in normal times. In a crisis, poor
relationship dynamics can prove fatal.

Healthy boardroom dynamics are crucial to help a company respond
effectively in a crisis. As corporate crises are becoming more frequent
and more intense, they are imposing unprecedented stresses on boards
and senior management teams. In the worst cases, they can create a threat
to a company’s very existence.

Board members and senior management teams need to approach
preparing for a crisis much more proactively. They should go beyond

the conventional crisis playbook and simulation exercises by honestly
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assessing how well prepared they are to manage the turbulent dynamics
of a crisis. That means candidly discussing roles and responsibilities while
surfacing potential vulnerabilities in organizational dynamics well before

a crisis hits and preemptively agreeing on the ground rules and remedies
(McKinsey 2022b).






CHAPTER 6

Negotiating the
New Balance

Introduction

Climate change is a topic at the forefront of everyone’s mind, with articles
and images popping up regularly that showcase melting ice caps and
animal deaths as a direct result of climate change. Everyone, from the
smallest individual to the CEO of the largest corporation, has started
taking steps to lessen their environmental impact.

With large companies though, it can be hard to find the balance
between environmental mindedness and profit. What struggles do
environmentally concerned business managers face daily? How do you
balance being green and making a profit?

While there are plenty of companies with good intentions when it
comes to improving the environmental impact of their businesses, there
are not enough CEOs who think climate change is an actual threat to
their businesses yet.

Research by the Centre for Executive Education (CEE), a global exec-
utive development and consulting firm based out of Singapore, uncovered
that most CEOs and business owners are more concerned with overreg-
ulation, geopolitical uncertainty, and the possibility of cyber attacks than
they are with climate change or the damage their business could be doing
to the environment (Centre for Executive Education 2022).

The path to net-zero was always going to be fraught with complex-
ities. Recently, several “weather fronts” have emerged, posing significant
challenges to leaders across both the private and public sectors.

The Russian invasion of Ukraine and the resulting energy crisis in
Europe are reminders that, fundamentally, disruption in energy mar-

kets can wreak havoc on the global economy. In response, countries are
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boosting the use of fossil fuels, including coal and gas, and extending
the life of conventional energy infrastructure, which is under growing
pressure.

Physical risks are proliferating. Europe saw a record-breaking heat
in the summer of 2022. Floods devastated Pakistan in autumn of 2022,
and tropical storms raged across Japan, Korea, and China. In the United
States, Texas saw an unprecedented grid failure in 2021, with a near
miss in California this year. There are important choices to be made,
some of which entail trade-offs between climate mitigation and climate
adaptation—for example, rebuilding versus relocating and investing in
cooling versus keeping energy consumption down—all of which occur
within a limited envelope of infrastructure funding.

Fossil fuels are used every single day in every corner of the globe. This
unchecked consumption releases hundreds of thousands of tons of harm-
ful pollutants into the air every single year. Where would we be, though,
without the electricity produced by coal-burning power plants and the
product transportation network of trucks, ships, and planes?

This is one of the biggest challenges that CEOs and business leaders
face when trying to reduce their carbon footprint and make their company
more environmental friendly. However, there are steps that companies
can take to reduce their use of fossil fuels. Companies with large trans-
port fleets can transition to biodiesel engines for large trucks and solar
or electric vehicles for smaller individual cars. Solar- or wind-powered
office buildings can help to reduce a company’s use of coal-burning power
plants (Centre for Executive Education 2022).

While these steps can help to reduce a company’s carbon footprint, it
doesn’t make good business sense if it costs more to be environmentally
friendly than the company is bringing in at the end of the year. That’s

where balance comes in.

Balancing Corporate Sustainability and Financial

Stability (Profitability)

Over the past few decades, most countries have experienced unprece-
dented levels of economic growth. Meanwhile, several macro trends are

shifting the nature of the global economic activity, including growing
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urbanization, the shift of economic activity from agriculture and indus-
trial production to services, and lower barriers to the mobility of labor,
financial capital, and products. These trends have placed strong pressure
on the environment and society. In particular, accelerating consumption
of natural resources and carbon emissions threaten the capacity of the
planet to sustain human activity. At the same time, unemployment, espe-
cially among young people, social inequality, and immobility threaten to
erode the social fabric and stability of society. Finally, repeated corporate
governance failures and a series of crises in the financial system have dra-
matically undermined trust in business on the part of civil society. These
environmental, social, and governance (ESG) challenges are calling into
question the legitimacy of capitalism, as it is largely being practiced today,
as the preferred socioeconomic system.

Business leaders are grappling with these issues, unsure of their expec-
tations or responsibilities if there is no direct and immediate impact
on profits. Policy makers have long recognized their role in regulating
externalities, but are often unable to move with the agility and dexterity
needed to address these issues. Social expectations around the role of the
corporation in society are changing, but the power of social movements
and the lack of consensus add greater uncertainty to the already volatile
business environments.

The challenge and the differentiating factor that is going to set com-
panies apart moving forward is the ability to balance sustainability and
profitability. Setting up a solar-powered factory is a great move toward
sustainability, but it does you a little good if you leave yourself with-
out the ability to buy the equipment or supplies needed to keep your
company moving forward.

With that in mind, though, it is important not to discourage any-
one from taking risks or trying something new as they embark on
“experimentation,” which is critical in the VUCAD (volatile, uncertain,
complex, ambiguous, and disruptive)-driven business environment. You
never know what amazing innovations will come from someone willing
to take a risk and what that can do to help improve your industry as a
whole.

There are many steps businesses can still take to improve their sus-

tainability without negatively impacting their profitability. Finding the
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delicate balance between the two will depend on each business and the
amazing and innovative minds behind them.

While the CEO or team of leaders may be accountable for sustain-
ability, the responsibility should be shared by everyone in the company.
Leaders must convey the importance of an organization-wide (and
personal) commitment to sustainability and ensure that every employee
understands what part they can play in their daily work.

Leaders who are tackling the cultural challenges may be pleasantly
surprised that nearly everyone is likely to find part of the agenda that is
important to them, whether it’s addressing climate action or diversity,
equity, and inclusion, which can create a more cohesive culture.

The leaders who are instrumental in building a culture of sustain-
ability are typically those who display a genuine love for the work, the
organization, and the planet. They tend to naturally gravitate toward an
ESG agenda and they do it very passionately.

Every culture shift starts with an intention, then layering on tangible
commitments over time. While these commitments must come from all
levels of the organization, the executive leadership team and the board
of directors must be ready to put in the work to model behavior, drive
accountability to commitments, and be willing to act as both teachers and
learners as the culture evolves.

Companies do not all define sustainability in the same terms, and
they often use different frameworks and systems to measure progress. But
even in companies that have embedded sustainability in their core, there
is still the issue of tracking progress. Commitments to specific ESG tar-
gets are one way of measuring. Beyond the issue of defining sustainability,
there are several obstacles leaders need to overcome to effectively imple-
ment and advance their sustainability work. While leaders have distinct
priorities they want to address, there are common themes that CEOs,
board chairs, CSOs, and CFOs all pointed out as challenges. One is the
way their companies lay the foundation of sustainability work, which
encompasses the development of a methodology, key performance indi-
cators (KPIs), tools, and a data collection pipeline for more insights. This
underscores the need for strategic leaders with the right skills who can
align ESG with the existing business structure, which is already the case

for some companies.
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The Board’s Role in Corporate Sustainability

Corporate sustainability, which encompasses ESG concerns, is increasingly
positioned at the top of board agendas around the world. It is essential
for corporate competitiveness and a company’s continued ability to suc-
cessfully operationalize its business model. Encompassing topics ranging
from environmental degradation and labor relations to safety incidents
and scandals, sustainability affects all sectors and challenges even the
most progressive companies and the most thoughtful directors. While
investors have traditionally focused on the governance (G) element, they
increasingly demand a holistic view from corporate boards on the interre-
lations between strategy, risk, and corporate sustainability that considers
environmental (E) and social (S) factors.

While board members will not have all the answers, a significant part
of their role can be to encourage constructive and ongoing conversations
about integrating sustainability into the core of their companies.

The terms “sustainability” and “ESG” span environment, human
capital, social capital, business models and innovation, and governance.
Tackling these issues requires both short- and long-term vision, with the
needs of both current and future generations given consideration. This
means boards and their companies must factor in a wide range of possible
outcomes and make bold decisions while remaining flexible to respond

to shifting situations.

Environmental (E) and Social (S)

Investors believe that well-managed companies will deal effectively with
the E and S aspects of their businesses. Therefore they expect companies
to identify and report on their material, business-specific E and S risks
and opportunities and to explain how these are managed. This expla-
nation should make clear how the approach taken by the company best
serves the interests of shareholders and protects and enhances the long-
term economic value of the company. The key performance indicators
concerning E and S matters should also be disclosed and performance
against them discussed, along with any peer group benchmarking and

verification processes in place.
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Governance (G)

Investors typically focus on a company’s board of directors. As the agent
of shareholders, the board should set the company’s strategic aims within
a framework of prudent and effective controls, which enables risks to be
assessed and managed. Corporate governance practices vary internation-
ally, and expectations concerning individual companies are based on the
legal and regulatory framework of each market. However, some overar-
ching principles of corporate governance apply globally to promote and

protect sharcholder interests by:

. Establishing an appropriate corporate governance structure

. Supporting and overseeing management in setting strategy

. Ensuring the integrity of financial statements

. Making decisions regarding mergers, acquisitions, and disposals

. Establishing appropriate executive compensation structures

(<) NN NS VR (S

. Addressing business issues including environmental and social issues

when they have the potential to materially affect the business

On the one hand, board members are keenly aware of the environ-
mental and social requirements their companies must address—given
emerging legislation and global reporting standards, sustainability-
conscious investors and customers, and the increasingly clear link between
long-term company performance and sustainability. Boards know that
ESG goals can no longer be an afterthought, way down the agenda after
financial governance and performance.

On the other hand, many board members tell us they feel ill-equipped
to act on the ESG imperative in a structured and systematic way. Our
research shows that many boards have not yet embedded the skills, mind-
set, and courage to pioneer a new way of doing business and change
how long-term risks and opportunities are identified and assessed.
This not only places their companies at risk—Dboth reputationally and
performance-wise among investors and customers—but also misses an
opportunity to take the lead in finding ways to leave the planet in a better
shape for future generations.

Sustainability is no longer a nice-to-have item on a board’s agenda,

appearing after financial governance and performance. Most farsighted
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boards know itis nota tick-box exercise either, included to merely meet leg-
islative, procedural, or reporting requirements. Rather, sustainability—a
term often used interchangeably with ESG—has moved to the core of a
company’s business. This awareness has been driven by the links between
long-term company performance and ESG performance; investors with
sustainability at the core of their decisions; and emerging legislation and
global reporting standards.

This dichotomy suggests that board leaders and members need to
challenge themselves on multiple fronts if they are to embed sustainability
in the board’s DNA. Questions to ask include:

1. Do we have the deep commitment and courage required to act as stewards
of sustainability?

2. Do we have the right mindset and mix of people on the board? Do we
have enough knowledge abour sustainability, and if not, how do we
change this?

3. Do we have a clear understanding of the full scope of ESG as it relates
to our company?

4. Do we put sustainability ar the heart of our decision making?

Brief Case Studies of Organizations in Negotiating the
New Balance Between Corporate Sustainability and
Enterprise Risk Management

The application of the principle of sustainability in business and business
management is an important key to the success of a company. A survey by
McKinsey & Company (2011) shows that there has been an increase in
the performance of companies that apply the principles of sustainability
in the management of their companies.

Corporate sustainability is a relatively new concept as a business
strategy by allocating resources from companies for ESG practices. A
company that focuses on sustainability should maintain a balance among
all stakeholders including owners while distributing resources. Nonethe-
less, many companies believe that the greener they are, the more effort
will erode their competitiveness. They believe that efforts to achieve

sustainability will add costs and will not provide direct financial benefits.
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Enterprise risk management (ERM) has become a top priority for
corporate boards and management over the past two decades. What many
skeptics initially considered a fad has evolved into a global standard and
regulatory requirement for managing risk.

Major multinationals, including General Electric (GE), Hitachi, and
Procter & Gamble, realized early on that sustainability was neither a
distraction nor a simple public image posturing. Properly executed, sus-
tainability policies promote faster growth and reduce risk, which benefits
the company and its stakeholders—including employees, shareholders,
regulators, and the communities in which it operates. Sustainability
touches every aspect of a company’s ability to manage risk and grow its
business.

Beyond regulatory compliance, ERM has produced business
benefits—one of the first empirical studies showed firms that have
implemented ERM enjoy an average 16.5 percent premium in market
valuation (Hoyt and Liebenberg 2011).

The power of sustainability in driving growth transcends industries

and geographic regions.

Company Spotlight #1: General Electric (GE)

Throughout its 130-year history, GE has demonstrated a larger purpose of
lifting the quality of life for people around the globe. GE’s approximately
168,0001 employees work with customers, partners, communities, and

governments in over 175 countries to deploy and innovate technology
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to solve the world’s most pressing sustainability challenges across energy,
health, and flight. Every day, the employees rise to the challenge of build-
ing a world that works, in service of a more connected, healthier, and
more sustainable future (General Electric 2021).

In year 3 of the COVID-19 pandemic, it is clear that global recovery—
both economic and societal—remains uneven. Supply chain constraints
continue to challenge businesses; government budget shortfalls hinder
efforts to provide essential services; and millions of people around the
world have faced significant disruption to their education and employ-
ment. Throughout 2021, GE teams continued to assist healthcare provid-
ers, partners, communities, and patients around the world to address the
ongoing health crisis, and they worked with local organizations in some
of the hardest-hit communities to respond to humanitarian challenges.

The devastating war in Ukraine is no different, and the GE team
stands proudly with the people of Ukraine. GE’s number one priority has
been the safety of its people in the region, and they have acted diligently
both to relocate those in harm’s way and to support its Ukrainian employ-
ees working elsewhere in Europe. GE has donated $4 million in medical
equipment to those affected along with $500,000 for international aid
groups to support refugees.

GE is taking steps today to further strengthen its ability to lead on some
of the defining trends of our time—driving decarbonization through the
energy transition, enabling precision health, and creating a smarter and
more efficient future of flight. In November 2021, GE announced plans
to form three independent, investment-grade companies that will be bet-
ter positioned for long-term growth and improved service to customers,
employees, and communities. They plan to spin off Healthcare first in
early 2023, and combine Renewable Energy, Power, and Digital into one
business to launch as an independent public company a year later, thus

creating its third company focused on Aviation (General Electric 2021).

Energy Transition

As a company whose equipment helps generate one-third of the world’s elec-
tricity, GE has a responsibility to lead the industry’s decarbonization efforts

while solving the energy “trilemma’” of affordable, reliable, and sustainable
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electricity, particularly for more than 750 million people without access.
GE energy businesses provide powerful, integrated solutions with some of
the most innovative onshore and offshore wind turbines, the most efficient
gas turbines, as well as advanced technology to modernize and digitize elec-
trical grids. For example, GE’s powerful Haliade-X offshore wind turbine
prototype in Rotterdam began operating at 14 MW. One Haliade-X 14
MW turbine can generate up to 74 GWh of gross annual energy produc-
tion, saving up to 52,000 metric tons of CO,, which is the equivalent of the
emissions generated by 11,000 vehicles in one year. GE has over 7 GW of
Haliade-X commitments worldwide (General Electric 2021).

Future of Flight

Innovations that improve fuel efficiency are defining the future of flight,
and Aviation is helping the industry make meaningful progress toward its
goal of net-zero carbon emissions by 2050. GE Aviation is unique in the
industry for the scale and ambition it is bringing to confront this prob-
lem, as it pursues solutions across sustainable aviation fuel (SAF) as well
as hybrid electric and hydrogen-powered flight.

Today, all GE and partner engines can operate on approved SAE
which could lower life cycle carbon emissions by up to 80 percent com-
pared to petroleum-based fuels. GE Aviation, together with GE Research,
is advancing commercial hybrid electric propulsion systems through key
partnerships with ARPA-E and NASA. Additionally, Airbus and CFM
International are collaborating on tests of a modified GE Passport engine
fueled by hydrogen. GE is also innovating the next generation of aircraft
engines. CFM launched the Revolutionary Innovation for Sustainable
Engines (RISE) program to demonstrate advanced technologies, with
ground and flight tests expected in the middle of this decade. This pro-
gram could ultimately lead to engines that would use 20 percent less fuel
and reduce CO, emissions by 20 percent more than the most efficient jet

engines built today (General Electric 2021).

Conclusion

The UN Sustainable Development Goals (SDGs) represent a global

agenda to address the most pressing challenges facing our world, including
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climate action, access to healthcare, and reducing inequities throughout
the world. GE recognizes the importance and urgency of this global
initiative and how GE plays a critical role in infrastructure, advancing
the quality of life, and furthering global development sustainably. GE
has been a signatory to the UN Global Compact since 2008 and the
company sees a close alignment between the SDGs and its strategy and

sustainability priorities (General Electric 2021).

Company Spotlight #2: Hitachi Group

HITACHI

Inspire the Next

In the wake of the financial crisis following the collapse of Lehman
Brothers in 2008, Hitachi made a major shift to the Social Innova-
tion Business, which aims to solve social issues through cocreation
with customers, leveraging on its core strengths in IT (information
technology) x OT (operational technology) x products. For about 10
years until the last fiscal year in 2021, as one CEO passed the baton
to another, Hitachi has been on a transformational journey to reform
its business structure to further expand its Social Innovation Business
(Hitachi 2021).

Hitachi believes a strong commitment to sustainability will be the
growth driver. Sustainability is not a cost nor for compliance. It is value
creation for the business first and a consequence for the society. The orga-
nization believes that sustainability is something nice to have, but its a
key driver for any business to survive in the mid- to long-term future. It
has become increasingly accepted that the objective of maximizing share-
holder value requires not only top competitive performance, but also
attention to a variety of sustainability issues.

As indicated in its 2024 Mid-term Management Plan, Hitachi aims
to enhance its corporate value through sustainability with a focus on

planetary boundaries and well-being (Hitachi 2021).
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Sustainability Initiatives Aligned to Business Strategies

Speaking to the environment, to accelerate and promote the achievement of
Hitachi’s long-term environmental targets as measures, Hitachi developed
two business strategies, GX for GROWTH (customer and society decar-
bonization) and GX for CORE (Hitachi decarbonization). Under GX for
GROWTH, the organization will support customers in reducing CO, emis-
sions by expanding Hitachi’s greener and more efficient product portfolio
and providing customers with end-to-end (E2E) solutions across sectors.

By fiscal 2024, Hitachi aims to contribute to reducing CO, emissions
by approximately 100 million metric tons per year (Hitachi 2021). It will
accelerate the development of various solutions realizing energy transition,
the electrification of mobility, and energy saving. GX for CORE aims to
decarbonize its operations. The organization aims to achieve reductions
in Scope 1 and 2 (essentially, Scope 1 and 2 are those emissions that
are owned or controlled by a company, whereas Scope 3 emissions are a
consequence of the activities of the company but occur from sources not
owned or controlled by it). Hitachi plans to achieve this goal by investing
approximately 37 billion yen over the next three years to meet the carbon
neutrality target in fiscal 2030 and 50 percent CO, emissions reduction
throughout the value chain by the same fiscal year (Hitachi 2021).

In addition, Hitachi launched a framework for issuing green bonds
to mobilize more funds to accelerate activities toward carbon neutrality.
Based on these efforts, including the preparation of SBTi net-zero certi-
fication, it aims to improve ESG evaluation. At the same time, Hitachi is
also looking to the future by investing in the R&D of green technologies,
such as hydrogen, methanation, and direct air capture (DAC).

In terms of society, Hitachi believes that, through the inclusion of
diverse talents, it will be able to collaborate and create innovation in data
and technology in the digital age to realize a sustainable society and sup-
port people’s well-being. In addition to strengthening the acquisition and
development of digital talents, Hitachi aims to enhance employee engage-
ment by creating a culture in which every employee can contribute to
solving social issues and a work environment in which diversity, equity,
and inclusion (DEI) are fostered on a global scale, thereby achieving both
business growth and a sustainable society (Hitachi 2021).



NEGOTIATING THE NEW BALANCE 129

Conclusion

All of the above are in line with Hitachi’s mission to contribute to society
but respecting human rights is essential. It is indispensable for the devel-
opment and sustainability of the company. Under the Hitachi Group
Human Rights Policy, the organization is promoting human rights due
diligence (HRDD) and other efforts to embed human rights risk man-
agement into its operation and to see that people’s rights and dignity are

respected throughout the value chain.

Company Spotlight #3: P&G

Environmental sustainability has been embedded into how P&G does
business for decades. The organization continually works to improve its
environmental impact and enable consumers and suppliers to do the
same. In September 2021, P&G announced a comprehensive Climate
Transition Action Plan—INet Zero 2040 to accelerate action related to cli-
mate change. P&G set a new ambition to achieve net-zero greenhouse
gas emissions across all of its operations and supply chain by 2040, with
interim 2030 goals to ensure meaningful progress this decade (Procter &
Gamble 2021).

P&G Community Impact work supports people and communities in
difficult times. During the COVID-19 pandemic, P&G brought relief
around the world through donations of products, cash, and personal pro-
tective equipment. At the same time, they were supporting those who
have faced fires, floods, typhoons, hurricanes, and other emergencies.
P&G Children’s Safe Drinking Water Program, which is the organiza-
tion’s signature Community Impact initiative has provided more than 19

billion liters of clean water to people in need around the world.



130 LEADERSHIP IN DISRUPTIVE TIMES, SECOND EDITION

P&G’s Equality & Inclusion efforts are focused on helping create
a world where equality and inclusion are achievable for all, inside and
outside of P&G. The organization’s diverse group of employees advance
innovative ways to grow their business and support the communities they
served. P&G uses its voice through films, advertising, and programs to
advance equity in the industry and society at large. P&G believes when
brands and businesses meaningfully engage in supporting equality, it

leads to a better world for all.

Ethical and Corporate Social Responsibility (CSR) as Cornerstone
of P&GQG Strategy

Ethics & Corporate Responsibility is the foundation for everything that
P&G does including its citizenship work. Building and sustaining a
robust business for more than 180 years depends on maintaining strong
ethical, compliance, and quality standards across everything P&G does. It
is a critical reason consumers trust P&G, partners do business with them,
and shareholders invest in them.

In 2021, P&G completed its third annual Global “It’s Our Home”
Ambition 2030 reward and recognition all-employee awards program
(Procter & Gamble 2021). Importantly, that year the awards program
was led in partnership with all of their businesses and regions around the
world who owned the nomination and recognition process to continue
to drive the integration into business strategies and action plans. P&G
recognized hundreds of employees and teams from around the world.

P&G annual employee survey results in 2021 report that 72 percent
agree that “my manager empowers me to contribute to my organization’s

sustainability efforts,” which is a very strong baseline resul.

Conclusion

P&G is one of the most socially relevant companies on the planet. With that

comes a responsibility, not only to consumers, employees, and shareowners,

but also to their customers, communities, and the broader world alike.
Together, the people of P&G accept that responsibility—a responsi-

bility none of the leadership team nor employees can deliver alone, but
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an objective that, together, working with each other and with valued part-
ners, P&G can achieve and sustain so the organization continues to be a

force for growth and a force for good.

Company Spotlight #4: Standard Chartered Bank

standard

chartered
o

Standard Chartered (SC), the London-based global bank, has embedded
sustainability in its business strategy over the past 15 years.

At SC, the bank’s purpose is to drive commerce and prosperity
through their unique diversity. For over 150 years, SC has provided bank-
ing services that help people and companies to succeed, creating wealth,
jobs, and growth across some of the world’s most dynamic regions—Asia,
Africa, and the Middle East (Standard Chartered 2022).

SC is committed to promoting economic and social development in
the markets they serve, doing so sustainably and equitably in line with
the bank’s purpose and three-valued behaviors: Never settle, Better together,
and Do the right thing. This Sustainability Philosophy sets out how SC
integrates sustainability into its organizational decision making.

At SC, climate change is considered one of the greatest challenges facing
the world today, given its widespread and proven impacts on the physical
environment, and human health and its potential to adversely impact eco-
nomic growth. SC believes it has a unique role to play in facilitating a just
transition to net-zero carbon economies where it matters most—across
Asia, Africa, and the Middle East (Standard Chartered 2022).

The bank’s presence in 59 markets across the world—and spanning
all stages of development—allow it to support the net-zero transition by
engaging with a wide range of stakeholders including clients, govern-
ments, civil society, and academics on the impacts of climate change and

ways these can be mitigated.
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SC is committed to becoming net-zero in its own operations by 2025
and to purchasing carbon offsets for its residual Scope 1 and 2 carbon
emissions annually to compensate for its residual emissions until this time.

According to SC’s study, “Just in Time,” emerging markets need
U.S.$94.8 trillion to reach net-zero by 2050, underlining the importance
of governments, and banks, in developed markets fulfilling the financ-
ing pledges made during COP26 (Standard Chartered 2022). The report
shows that without help, emerging market populations could be U.S.$2
trillion poorer per year (U.S.$79.2 trillion poorer cumulatively between
now and 2060, the date by which some key markets seek to achieve
net-zero).

In a foreword to that “Just in Time” report, Bill Winters, SC Group

chief executive, wrote:

Our report shows that without help, emerging market popula-
tions could be USD2 trillion poorer per year (USD79.2 trillion
poorer cumulatively between now and 2060—the date by which
some key markets seek to achieve net zero).

There is an opportunity for private investors to help drive a
just transition, moving assets from developed to emerging markets
with the help of the right policies and regulations.

Private capital from developed markets could help boost
household consumption in emerging markets by 4.5 percent on
average each year between 2021 and 2060 and emerging market
GDP would be 3.1 percent higher on average each year between
2021 and 2060.

Reaching net zero is a vital landmark and hitting our goal
by 2050 will help the world stave off the worst effects of climate
change. However, it will not be easy—requiring great collabora-

tion and even greater funding.
He further adds that:

Banks and other financial institutions have a key role to play in
developing and scaling the structures that will channel the tril-

lions required for the net-zero transition in emerging markets.
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To this end, Standard Chartered pledged to mobilize USD300
billion in green and transition financing, guided by our Transition
Finance Framework. Our progress so far is encouraging, and the
pace is picking up.

Overall, I remain confident in our collective ability to deliver
a Just Transition to net zero.

I know that it will be difficult; we will all need to act with
much greater urgency and relentlessly work through the difficult
issues together. But then again, given the stakes involved, why

wouldn’t we?

Conclusion

With less than 30 years to reach the goals laid out in the Paris Agreement,
the pressure is on the world’s largest multinational companies (MNCs) to
start making headway on carbon net-zero and play their part in helping
stave off the worst effects of global warming.

Suppliers cannot do it alone; MNCs, banks, and governments also
have a role to play in aiding transition. Banks must provide the financing
needed for companies in both emerging markets and carbon-intensive
sectors to transition.

Governments, meanwhile, need to accelerate their net-zero plans,
particularly switching away from electricity grids that are powered solely
by fossil fuels to more renewable solutions, to help aid the transition.

We cannot combat the worst effects of climate change without policy
makers, financial institutions, and companies working together. Decar-
bonization is vital for the survival of the planet and we must collaborate

to ensure we reach our goals without leaving anyone behind.

Lessons From Companies Who Failed in Their
Corporate Sustainability

Companies such as GE, Hitachi, P&G, and SC are growing because they
embrace sustainability and position themselves as good corporate citizens.
Companies that downplay or ignore sustainability run a serious risk—

sooner or later, they are likely to encounter avoidable problems with
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regulators, investors, or nongovernmental organizations, or inflict lasting
damage to their reputation because of questionable operating practices.

A prime example of how dangerous it can be for organizations to ignore
sustainability is the regulatory and public image backlash experienced by
large banks after the financial crisis in 2008. While major financial institu-
tions had enjoyed an image of security and reliability, the fallout from the
financial crisis undermined decades of this positive reputation.

Even in light of this shifting public image, the industry has been slow
to change. Some institutions have encountered problems since the crisis
and admitted that individuals within their ranks were continuing to con-
duct risky and sometimes illegal practices that contributed to the crisis.
All of this has left the reputation of an entire industry marred in a way
that institutions are still working to overcome. Fair or not, the public
perception was that banks had undermined consumer trust—an asset
essential to their sustainability.

Manufacturers are at risk, too. A prime example is a well-documented
circumstance of Hindustan Coca-Cola Beverages (HCCB), a subsidiary
of The Coca-Cola Company. After the fallout around the water usage
of several India-based bottling plants that impacted production, The
Coca-Cola Company adjusted its thinking to acknowledge how critical a
role sustainability plays in business strategy (Gangadhar 2017).

Similarly, when PepsiCo came under fire 15 years ago for excessive
water usage in India, the company launched a program to achieve a
“positive water balance”—saving more water than it uses through sus-
tainable agriculture initiatives, recycling, and recovery. In its Corporate
Citizenship Report 2010/11, PepsiCo India reported 10.143 million
liters of water saved versus 5.826 million liters used in 2010. In effect,
PepsiCo’s production remained uninterrupted as the company silenced
critics and mitigated a business risk through its sustainability initiatives
(Sattarkhanova 2021).

High CSR and ESG scores are also strongly correlated to a superior
corporate financial performance by both accounting and market mea-
sures. Companies that integrate sustainability into their ERM program
will likely outperform their peers by every measure and enhance their

stature as model corporate citizens.



NEGOTIATING THE NEW BALANCE 135

To enjoy these advantages, however, companies must do more than
make empty gestures. When sustainability first emerged as a management
concern in the early 1990s—about the same time as ERM—it was a far
cry from what was to come. Early policy statements did well to address
environmental stewardship buc fell short of establishing numerical targets
and metrics for success. A modern sustainability policy is both broader in
scope and more focused—incorporating quantifiable objectives and target
dates for employee health and safety, environment, corporate governance,
shareholder relations, and community outreach.

Although many companies now recognize how important sustain-
ability is, few have yet to incorporate it into their ERM frameworks.
However, as illustrated above, sustainability does involve significant
strategic, business, and operational risks.

The following are the critical issues and questions for ensuring the

balance between corporate sustainability, governance, and ERM:

1. Governance and policy: How should the board and management be
organized to provide effective risk governance and oversight? What
policies should be established to communicate expectations and risk
tolerance levels?

2. Risk assessment and quantification: How should the company make
more informed, risk-based business decisions?

3. Risk management. What strategies should the company implement to
optimize its risk/return profile?

4. Reporting, monitoring, and feedback: How should board and manage-
ment reports be structured to provide effective monitoring of risk,

including objective feedback loops?

Governance and Policy

A good governance structure conveys the message that sustainability
matters to senior management and the board of directors. Excellence
starts at the board level, with a committee to set policy and monitor
progress toward tangible sustainability goals—a structure used in major

companies across multiple industries.
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A 2014 study by the Sustainability Investment Institute found 277
companies in the Standard & Poor’s 500 Index that monitors sustain-
ability at the board level (DeSimone 2014). Of these, 32 percent charge
the public affairs committee with responsibility, and 34 percent rely
on the governance and nominating committee. Only 11 percent des-
ignate the audit or risk committees, a choice that implies a significant
opportunity to integrate sustainability and ERM. Policy implementa-
tion is delegated to an operating council of senior managers who handle
day-to-day sustainability efforts—the council may also establish smaller
working groups to tackle specific topics.

A good governance structure conveys the message that sustainability
matters to senior management and the board of directors.

A key component of ERM is a risk appetite statement that clearly
defines specific metrics and risks tolerance levels for the core risks faced
by the organization. In this regard, an effective sustainability policy sets
numerical goals with target dates where appropriate—for example, a com-
mitment to reduce total carbon dioxide emissions from the 2025 level by
30 percent no later than 2030. This example highlights the details critical

to a successful policy:

* How will the company achieve the savings (e.g., changing its
fuel mix, emissions scrubbing, switching to a hybrid vehicle
fleet)?

* How much will the initiative cost?

* How will the company monitor progress?

e Who will review progress internally?

* Which outside entity will conduct independent monitoring

and to whom will that entity report?

The policy should establish a purpose related to the business, too. A
water reduction target may be a top priority for The Coca-Cola Company
or PepsiCo, but not for a bank such as SC.

Once a goal is set, the company must pursue the implications
through its entire business operations, including third-party entities.
To illustrate, a carbon dioxide emissions reduction target affects logis-

tics, the supply chain, transport policy, manufacturing policy, air travel,
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premises management (e.g., HVAC, lighting, furniture, carpet pur-
chases), and so on.

Data collection alone poses a challenge—companies must adopt
technologies to capture data across risk and sustainability domains, and
throughout their supply chain. Companies cannot cheat their way to tar-
gets through outsourcing, either. They must engage third-party vendors
in the process and be willing to change vendors if the current ones refuse
to cooperate.

Goals should be tailored to each company’s specific business even
though this makes it difficult to compare results at different companies.
Consider that LOreal is aiming to cut water consumption by 60 percent
whereas The Coca-Cola Company aims to cut water consumption by 20
percent by 2020—these goals reveal how common sustainability issues
must be viewed relative to every company. LOreal does not count the
relatively modest amount of water used as a raw material in its water
footprint—only water used in washing vessels and other manufactur-
ing processes. The Coca-Cola Company does count water used as a raw
material—its goal would be meaningless if it did not. If both companies
achieve their objectives, which has delivered better performance?

Sustainability committees looking for best practices or examples

among peer companies must take SU.Ch nuances into account.

Risk Assessment

Whenever possible, companies should assess and measure risks to facili-
tate the monitoring of progress. Suppose a company set a target for the
year 2020 in 2012—what percentage of that target has it achieved in
20142 If the answer is less than 25 percent, why, and how does it affect
the probability of meeting the target on time?

Negative goals—zero hazardous waste spills, for example—cannot be
measured this way. The company must rely on incident reporting, but it
should also establish a mechanism to escalate problems up the risk hierar-
chy to trigger remedial action.

A significant obstacle to effective ERM derives from different percep-
tions of risk within the company. The CFO may focus on risks that affect

financial performance and future growth, and the head of operations
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would focus on health, safety, environmental, and manufacturing risks.
Meanwhile, the head of procurement would focus on supply chain risks,
including child labor and conflict minerals. Finally, the head of human
resources would focus on risks relating to diversity, resource management,
and training.

Companies must break down these silos to establish an enterprise-wide
risk assessment. Only then can they establish appropriate priorities for
risk management and avoid potential duplication of risk mitigation strat-
egies. A holistic view enables risk managers to identify offsetting risks that
reduce net exposure and may obviate the need for hedging or insurance
in whole or in part.

To facilitate ERM, the key players should meet at least quarterly to
share their concerns and discuss enterprise-wide cross-discipline solu-
tions. Each unit should prepare a risk control self-assessment (RCSA),
setting out the probability and severity of key risks, what risk controls
exist, and how effective they are. Risk managers use RCSAs to develop
risk mitigation strategies appropriate for the company as a whole. By
adding new pieces, sustainability simply completes the risk management

puzzle—it does not require separate or special treatment.

Risk Management

Assessment is only the first step—a company cannot manage a risk until
it has determined how much of that risk it is willing to bear. It needs to
make business decisions within the context of a risk appetite statement,
prepared by risk professionals but reviewed and approved by the board.
The statement spells out quantitative limits applicable across the entire
company. For example, a financial institution may commit to make
socially beneficial impact investments, like microfinance or community
development loans of a minimum fixed dollar amount or a target per-
centage of its portfolio.

Assessment is only the first step—a company cannot manage a risk
until it has determined how much of that risk it is willing to bear.

Once the risk appetite is defined, risk managers can prioritize the risks
they need to mitigate and how best to achieve the desired result. Commu-

nity outreach is often the starting point in risk mitigation because many
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jurisdictions require a renewable license to operate. The decision to renew
rests with local politicians, who must answer to the populations they
govern. Licensing may represent a barrier to entry, as western retailers
have discovered during their ongoing negotiations with local authorities
to obtain operating permits for potentially lucrative markets in emerging
nations.

Companies must factor the cost of maintaining licenses, including
overcoming barriers to entry and license-related community outreach,
into pricing decisions to ensure they receive adequate compensation
for the risks they assume. For risks transferred to third parties through
insurance, hedging, or alternative risk transfer mechanisms, pricing
must reflect the associated costs. Companies typically transfer risk if the
amount would otherwise exceed their appetite for that risk or if a third
party is willing to assume the risk at a cost lower than the company’s own
cost of capital.

In the sustainability context, risk transfer demands an intense focus
on the supply chain, including indirect sources. For example, a consumer
products company is at risk not only for the ingredients it purchases but
also for the supply chain behind those ingredients. If child labor is used
to gather saffron for a chemical company that makes a yellow pigment
sold to a branded food manufacturer, the media would pounce on the
consumer products company. No matter how infinitesimal the quantity
of pigment in the end product, reporters would target a household name
rather than an anonymous ingredient manufacturer the public has never
heard of. Justified or not, these types of stories rarely provide credit for

postexposure remedies.

Data Management, Reporting, Monitoring, and Feedback

Risk and sustainability data are complex and distributed throughout an
organization. To report effectively regularly, companies must invest in
technology that aids in the collection, analysis, and management of risk,
financial performance, and sustainability data. Furthermore, technology
must allow for easy linkage of data across these disciplines in real time.
The ideal format for reporting is a dashboard report. It summarizes

KPIs and key risk indicators (KRIs) on the first page and allows users to
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drill down into greater detail about each item. Sustainability fits neatly
into this structure once risk managers identify appropriate KPIs and KRIs
for the associated risks.

Ideally, management would review the ERM dashboard report,
including the sustainability component, at monthly meetings and present
the results to the board regularly—no less than once a quarter, more often
if significant problems arise. The purpose of reporting is not only to keep
senior management informed. If corporate culture treats risk dashboard
reports as a compliance function, the company will never realize the full
benefit of ERM.

Companies need to embrace sustainability with the same cultural
commitment required for successful ERM. The emphasis must come
from the top, infuse the business model, and work its way into everything
the company does.

In a successful ERM program, dashboard reports become a critical
management tool that triggers remedial action whenever needed. The
company has a feedback loop—risk information flows up to senior man-
agement and the board, who study the implications, decide what to do in
areas of concern, and pass appropriate instructions back down to business
units. Senior management not only is well informed but often has an
opportunity to take corrective action before problems escalate into serious

threats to business strategy.

Conclusion

The intent to create a better world is there, and targets are only the first
step. Leaders must dedicate resources and people to carry out their ESG
intentions over the long term. What will set companies apart is the will-
ingness to lead—rather than simply trying not to lose. This is a space
where leaders cannot have all the answers and must be willing to take
some leaps of faith to enact real change.

As companies gear up to incorporate sustainability more holistically,
current operating approaches are no longer enough to support this new
vision and meet new demands related to ESG. For some, change will
mean more upfront investment in talent, such as the appointment of

a sustainability officer; for other companies, progress will come from
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an internal cultural shift. The nuance here is to strike the right balance
between vision, action, and outcome in the long run.

Sustainability has become an important business objective for leading
companies because it supports their ability to grow and prosper over the
long run. The modern corporation owes a fiduciary duty to its sharehold-
ers but cannot succeed without taking into account the interests of other
key stakeholders.

Companies must back up principles with action. If a supplier cannot
assure a retailer that conflict minerals were not used in the manufacturing
or packaging of a product, a retailer can threaten to drop the product or
the supplier. A mining company may lose its license to operate unless it
fosters good relations with local communities affected by its operations.

Even regulators have begun to embrace sustainability. In the United
States, the Office of the Comptroller of the Currency and the Federal
Reserve Board now requires bank examiners to look for appropriate and
sustainable remediation to risk management deficiencies. A quick fix or
one-time improvement will no longer suffice.

Sustainability leaders recognize a symbiotic relationship between the
market for their products and their roles in society at large. A company
today ignores societal relations at its peril. The nonrenewal of a single
license to operate could have devastating consequences. Integrating
sustainability into ERM puts companies in control of their destinies,
enabling them to be proactive and forestall stakeholder pressures that

might otherwise pose a threat to existing operations or future growth.






CHAPTER 7

Transforming a Digital-
Driven Culture

Introduction

A digital revolution is currently underway. Technology has disrupted every
aspect of our life and society: info-communication, education, health
care, transportation and logistics, farming, and manufacturing. Block-
chain and cryptocurrencies are disrupting banking systems. Metaverse,
Web 3.0 (focused on the use of technologies like machine learning and Al
to provide relevant content for each user instead of just the content other
end users have provided), hyperconnectivity, through communication
systems, sensors, wearables, and smart devices, have blurred the boundary
between the physical and digital worlds.

Leaders need to understand the implications of megatrends of disrup-
tion, innovative disruptive technologies, big data, and, more importantly,
how to leverage them to help their companies connect to customers and
stakeholders with efficiency and precision, creating new opportunities and
staying ahead of the competition. Digital platforms offer fundamental
improvements to traditional business models, can transform entire indus-
tries, and are critical drivers of growth. Web-based enterprises that lever-
age digital infrastructure can enter markets quickly and move with agility
in the current era of the Fourth Industrial Revolution (Bawany 2020).

Digitization has an impact on companies in various sectors. In each
case, the impact is a different one, which makes it essential for companies
to have a good understanding and view of what they face and how digiti-
zation will affect their businesses: which opportunities can be seized and
which threats must be faced.

The business world is rapidly digitizing, breaking down industry bar-

riers, and creating new opportunities while destroying long-successful
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business models, which could be viewed as digital disruption. Although
sweeping technology-enabled change often takes longer than we expect,
history shows that the impact of such change can be more significant
than we ever imagined. Think steam engines, cars, airplanes, TVs, tele-
phones, and, most recently, mobile phones and e-books. With e-books,
the market has been slow to develop. Traditionalists said you wouldn’t be
able to replace the experience of a paper book. But e-books are gaining
traction—they are cheaper than paper books, faster to acquire, and more
searchable. Although the margins on them are thinner than that of tradi-
tional books, the market is growing.

Given the amount of turmoil digital disruption is causing, it’s time for
companies to evaluate these threats and opportunities and start creating
new business and operating models for the future—the more-connected
future of digital ecosystems.

Over the past 10 years, we have seen that business is no longer as usual
due to the impact of digital transformation at the workplace with the
increasing utilization of digital technology to reengineer business processes,
organizational structures, and customer experiences to meet the demands
of today’s VUCA-driven and hypercompetitive business environment.

Many leaders today find it challenging to cope with the increasing
pace and unpredictability of change. For many companies, the root
cause of this change is disruption fueled by the digitization of products,
processes, and business models. Organizations need to ensure that they
equip their leaders with the right mindset along with the relevant skills,
competencies, and behaviors that are required to succeed in environments
characterized by such disruption.

One of the critical challenges is that many leaders are not ready for
the digital transformation of their organizations. This is reflected in
the research on “Transforming Your Company Into a Digital-Driven
Business,” which was conducted with 1,874 leaders across the Asia Pacific,
North America, and Europe seeking their views on digital transforma-
tion and their readiness to implement it. One of the profound findings
is that almost half of the companies and leaders were not prepared for a
digital-driven world in 2019 (Blain and Speculand 2019).

Not only do disruptive brands deliver what the customer needs from

them, but they take this one step further by creating a unique customer



TRANSFORMING A DIGITAL-DRIVEN CULTURE 145

experience, as we have seen in Chapter 1 on how disruptors such as Uber
and Netflix accomplish this. These disruptors are continually evolving to
improve their products and services, responding to their customers’ exist-
ing behavior, and then finding ways to influence how they will behave
next. Interestingly, Netflix now faces competition of its own such as
Apple, Disney, NBCUniversal, Paramount, Sony, 21st Century Fox, and
Warner Bros (Marvin 2019). Disruption never stops.

The Digital Revolution and Industry 4.0

The digital revolution is turning the traditional rules of the game upside
down, as we have seen in 2014, when the mobile car-booking company
Uber Technologies Inc. garnered $1.2 billion in equity funding to boost
its international expansion and which was valued at $40 billion bolstering
its rank as the most highly valued U.S. technology start-up (Saitto 2014).

Many venture capitalists believe the future of the blockchain and cryp-
tocurrency to be extremely bright. Bitcoin empowers users by eliminating
or minimizing many financial intermediaries. This has the potential to be
a massive disruption for the global financial system and, at the same time,
presents enormous opportunities (Desjardins 2014).

Today’s society, including businesses, government, and individuals are
responding to shifts that would have seemed unimaginable even a few
years ago. Artificial intelligence (Al), robotics, Internet of Things (IoT),
blockchain technology, and cloud computing are reinventing the work-
force and will continue to impact the workplace for many years to come
(Bawany 2018b). Drones and driverless cars are transforming supply
chains and logistics, resulting in enhancing the quality of life.

The preferences and expectations of the “millennial” genera-
tion (better known as Gen Y), as well as that of “digital natives” also
known as Gen Z (those born from 1995 to 2010) who have grown
up in a wholly digital world, are changing consumer behavior. They
have altered the consumption patterns and demand for everything from
transportation, travel, accommodation, education, and lifestyle pursuits
(Bawany 2015c¢).

The way we live and work is about to go through a profound change.

For some countries, this has already been happening for quite some
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time now. The rapid advances in many technologies are expected to
continue disrupting many of the industries in the various economies,
and the impact will be felt across the globe. Yet from the research by
the Centre for Executive Education (CEE) and Executive Development
Associates (EDA) validated by other research (Blain and Speculand 2019),
we have found that most businesses and their leaders aren’t prepared for
the coming age of disruption—and sadly we believe many of the unpre-
pared won't survive in the highly disruptive, intensely volatile, uncertain,

complex, and ambiguous (VUCA) world.

The Fourth Industrial Revolution (Industry 4.0)

Digitization has an impact on all organizations across various sectors or
industries. In each case, the impact is a different one, which makes it
essential for companies to have a good understanding and view of what
they face and how digitization will affect their company: which oppor-
tunities can be seized and which threats must be faced (Bawany 2018b).

The impact of digital disruption must be managed alongside the more
general VUCA operating conditions of recent years (Bawany 2016a). An
ability to calculate and manage/mitigate risk will, therefore, be another
essential requirement of leaders seeking to propel their organizations into
the digital age. Navigating a course through these challenging conditions
may also force leaders to look at their leadership style and decide whether
it needs to be adjusted.

Professor Klaus Schwab, the founder and executive chairman of the
World Economic Forum (WEF), has published a book entitled 7he Fourth
Industrial Revolution in which he describes how this fourth revolution is
fundamentally different from the previous three, which were character-
ized mainly by advances in technology (Schwab 2017).

Schwab defines the first three industrial revolutions as the steam-
enabled transport and mechanical production revolution of the late
18th century; the electricity-enabled mass production revolution of the
late 19th century; and the computer-enabled technology revolution of
the 1960s.

The Fourth Industrial Revolution (or Industry 4.0 as it is more com-

monly known) represents the combination of Al robotics, cyber-physical
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systems, the IoT, and the Internet of Systems (I0S). In short, it is the idea
of smart factories in which machines are augmented with web connec-
tivity and connected to a system that can visualize the entire production
chain and make decisions on its own. In this fourth revolution, a range
of new technologies will evolve that combine the physical, digital, and
biological worlds (see Figure 7.1). These new technologies will impact all
disciplines, economies, and industries, and even challenge our ideas about
what it means to be human.

Technological innovation is on the brink of fuelling momentous
change throughout the global economy, generating great benefits and
challenges in equal measure. To thrive in this environment, Schwab
argues, public—private research collaborations should increase and should
be structured toward building knowledge and human capital to the
benefit of all.

There will be enormous managerial leadership challenges as the
impact of technology and the disruption will result in an exogenous force
over which leaders would have little or no control at times. However, it is
the role of leaders to guide their teams and to be mindful of these forces
when making business decisions that would impact the sustainability of
their organizations. They should thus grasp the opportunity and power to
shape the Fourth Industrial Revolution and direct it toward a future that

reflects the organization’s values and success.
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Figure 7.1 The evolution of the Industrial Revolution



148  LEADERSHIP IN DISRUPTIVE TIMES, SECOND EDITION

To do this, however, leaders must develop a comprehensive and
collective shared view of how technology is affecting the lives of their
employees and, at a macro level, how it is reshaping the economic, social,
cultural, and human environments. There has never been a time of more
exceptional promise or one of greater potential peril. Today’s leaders and
decision makers, however, are too often trapped in traditional, linear
thinking, or too absorbed by the multiple crises demanding their atten-
tion, to think strategically about the forces of disruption and innovation
shaping their organization’s future.

In the end, it all comes down to people and values. Leaders need
to shape a future that works for all stakeholders by putting people first
and empowering them. In its most pessimistic, dehumanized form, the
Fourth Industrial Revolution may indeed have the potential to “robotize”
humanity and thus deprive us of our hearts and soul. But as a complement
to the best parts of human nature, creativity, empathy, and stewardship,
it can also lift humanity into a new collective and moral consciousness
based on a shared sense of destiny. It is incumbent upon all of us to make
sure the latter prevails.

Leading in Industry 4.0 would require the next-generation leaders
to be “disruptive leaders” who can adapt to these new technologies,
and to be able to do so effectively means that the relevant leadership
skills and competencies would need to be developed and demonstrated

proficiently.

The Disruptive Impact of Digitalization on Businesses

It is undeniable that technology has long been a disruptive force, radi-
cally changing the nature of work and society. In the 19th century, the
Industrial Revolution altered our world profoundly and permanently.
Electrification, the automobile, and mass production, just to name a
few massive technological changes, reshaped the 20th century. Today,
powerful digital technologies and ubiquitous connectivity have created a
knowledge economy that promises to spark the most significant changes
in human history.

A vast range of ever-improving advanced technologies is driving the

disruptive innovation that has changed our world and defines the century
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to come. Advanced technologies are defined as emerging technologies
that may enable new ways of doing business that result in more eco-
nomical consumer trade-offs. Disruptive innovation, a term coined by
Harvard professor Clayton Christensen, describes “a process by which a
product or service takes root initially in simple applications at the bottom
of a market and then relentlessly moves upmarket, eventually displacing
established competitors” (Christensen 1997).

The coming age of disruption will forever change the nature of busi-
ness, work, and society in all countries. We already see the first signs of
the change to come. Technology is lowering barriers to entry, increasing
efficiency and cost savings, and even launching new industries. It has
given rise to a “freelance” or “gig economy” of independent workers,
collaboration without boundaries, and technological unemployment
(Clark 2013).

Disruptive innovation has the potential to impact every business,
no matter its size, sector, or location. No business is immune. The
development and application of advanced technology are accelerating at
such an exponential rate that people have difficulty coming to grips with
the pace of change. Among the key factors propelling these advanced
technologies is the exponential growth in computer processing power—
and the staggering drop in the price of computer chips.

Each period of technology-driven disruption has seen business mod-
els go extinct and be replaced by ones never considered. Some companies
couldn’t evolve and went out of business. In contrast, others adapted,
seized opportunities, and continued to thrive by taking advantage of the
new environment. Whats different today is that technology is advancing
at a pace we have never experienced before in human history—and the
pace of change will only increase.

Advanced technologies are driving disruptive innovations that will
bring significant and permanent change to the business landscape. These
advanced technologies have considerable disruptive potential, includ-
ing but not limited to advanced robotics and Al. Whether profound
change comes from these technologies, others, or some combination
that has yet to be conceived, the incredibly disruptive potential of these
advanced technologies will illustrate the importance of preparedness by

all organizations.
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Deployment of Robotics in Manufacturing

Robots have transformed how businesses manufacture goods large and
small and replaced the need for human labor in a vast range of appli-
cations, from the manufacturing floor to fulfilling warehouse orders to
maintaining nuclear reactors. As robots become more useful and less
expensive, these numbers will increase, and robots will permeate more
and more aspects of business and life.

The convergence of robotics with Al, connected devices, cloud
computing, biometrics, and other technologies is creating the poten-
tial for large-scale, exponential disruption. Today, robots perform many
increasingly complex tasks 24/7 without the need for breaks, holidays,
insurance, or contract negotiations.

Robots enable companies to lower labor costs, achieve better produc-
tivity, and deliver consistent, superior quality (Mudhar 2015). We have
seen them being deployed in automobile manufacturing plants and oth-
ers. As robots evolve from executors of repetitive tasks to adaptable Al
systems, we will see them take on many roles and duties once believed to
be beyond them.

The use of robots can already open up new opportunities to improve
efficiency and achieve cost savings. As robots become more common-
place, it’s clear that businesses and governments will need to reconsider
their traditional thinking about their labor force and the skills it will

require in the future.

Leveraging Artificial Intelligence

Al is broadly defined as the simulation of human intelligence by machines,
mainly as constructed by complex computer systems. Many processes of
human cognition and reasoning can be simulated by computer coding
and by the development of logarithms that carry out tasks independently
of their base programming. These include essential learning (acquir-
ing information and the rules for using it), self-correction (recognizing
mistakes and rectifying them), and reasoning. Reasoning simply means
applying specific rules to conclude (rightly or wrongly). Al, therefore,
represents a new form of intelligence, some may say a higher form, but

one that can perform much faster and more efficiently.
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As we have explored earlier, Industry 4.0 denotes the Fourth Indus-
trial Revolution, which is the latest step in human progress where arti-
ficially intelligent systems coordinate automated production industries.
Today, a web of connected applications are all talking to each other, to
streamline everything from timescales to labor costs. This doesn’t mean
that the human workforce will be entirely replaced with robots, but is a
more complicated evolution of the way we apply the processing capacity
of machines.

One of the significant changes will involve factory automation. While
programmable logic controllers and distributed control systems have
already begun to impact manufacturing, most machinery and processes
still run on a rules-based approach. Robots are used successfully for a
range of warchouse tasks that include picking, packing, and palletizing.
Still, these kinds of bots are programmed to address only a fixed range of
activities. Artificially intelligent systems will be able to make their own
decisions in response to unexpected or unfamiliar situations, making
technical systems more flexible.

Industry 4.0 is a wake-up call for manufacturers who are suddenly
faced with a paradigm shift in the design and operation of their produc-
tion processes. This poses several significant challenges, not least of which
is the financing of plant conversion and finding people with the right
IT skills to manage the new systems. Mechanical engineering will move
over as software engineering becomes more important, introducing smart
systems that can analyze and assess big data sets. Much of these data can
be optimized by the machines themselves, as they learn progressively how
to identify faults and correct them, or to evaluate optimal design options.
In automated processes, Al can streamline systems, by using visual rec-
ognition to identify the underlying causes of quality issues and predictive
reasoning to identify potential machine failures.

As the world becomes increasingly automated, the IoT is already trans-
forming our domestic and business lives. Nowhere is this more apparent
than in the use of Al and robotics in the manufacturing industry, with all
the benefits offered by Industry 4.0.

Automated systems governing smart manufacturing, enabled by loT
devices, give us the IIoT (Industrial Internet of Things), which allows for

the expansion and streamlining of all aspects of the business. Besides, the
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deployment of Al and robots is particularly useful in industry as they
increase product quality, production efficiency, and overall speed.

The introduction of collaborative robots (or “cobots”) is becoming
increasingly common in the industry as well as in laboratory work and
commerce. The industrial robots that might come to mind when you
think of physical bots operating in 4Ds-type environments need separa-
tion from humans to operate safely. However, cobots are meant to operate
in conjunction with and in proximity to humans to perform their tasks.

Indeed, unlike their more isolated counterparts, cobots are inten-
tionally built to interact with humans in a shared workspace physically.
Humans would provide the power to make the machines move. In con-
trast, the cobots would provide control and steering to place objects with
precision. In this way, humans are safe because they controlled the power
of the robot while gaining all the advantages in assistive capabilities that
the machine would provide (Walch 2019).

Cobots can take instructions from humans to work more productively
with them, including instructions that were not inidally anticipated in
the initial programming. Robots do not get bored, hungry, or tired. The
capabilities of Al are far beyond human capacity when it comes to such
things as miniaturization and precision measurements, and they deliver

vastly superior quality assurance.

The Future of Work

Historically, technological improvements that develop the production
process have been one of the most determinants of industrial revolutions.
The usage in the industry of advanced technologies such as metaverse,
extended reality, virtual reality, augmented reality, Al, machine learning
nanotechnology, quantum computing, synthetic biology, and robotics is
regarded as the beginning of Industry 4.0.

It is expected that Industry 4.0 creates better prospects in the
production process while bringing some changes in social, economic,
environmental, and political systems. Undoubtedly, among those changes,
employment issues and the future of work take part at the top. With the
transition to Industry 4.0, some reports have suggested that automation

and robots are more likely to replace many jobs performed by labor and
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lead to massive job losses; others claim that Industry 4.0 will provide
net employment increase by creating new jobs and employment fields.
Nevertheless, the effect of Industry 4.0 on employment and the future of
work is still mostly ambiguous.

Increased digitalization and automation are expected to affect jobs
significantly. New types of jobs and employment are changing the nature
and conditions of work by altering skills requirements and replacing
traditional patterns of work. They offer opportunities, especially for
developing countries, to enter new, fast-growing sectors and catch up
with more advanced economies. At the same time, new technologies are
affecting the functioning of labor markets and challenging the effective-
ness of existing labor market institutions, with far-reaching consequences
for the number of jobs in the workplace.

The development of automation enabled by technologies, includ-
ing robotics, Al, and cobots, brings the promise of higher productivity,
increased efficiencies, safety, and convenience. Still, these technologies
also raise difficult questions about the broader impact of automation
on jobs, skills, wages, and the nature of work itself. Many activities that
workers carry out today have the potential to be automated.

Technological change has reshaped the workplace continually over
the past two centuries since the industrial revolution. Still, the speed
with which automation technologies are developing today and the scale
at which they could disrupt the world of work are massive without
precedent.

Research by McKinsey Global Institute published in Harvard Business
Review revealed that, on a global scale, the adaptation of currently demon-
strated automation technologies could affect 50 percent of the world
economy, or 1.2 billion employees and $14.6 trillion in wages. Only
four countries—China, India, Japan, and the United States—account
for just over half of these totals. There are sizable differences in automa-
tion potential between countries, based mainly on the structure of their
economies, the relative level of wages, and the size and dynamics of the
workforce (Chui, Manyika, and Miremadi 2017).

As machines evolve and acquire more advanced performance
capabilities that match or exceed human capabilities, the adoption of

automation will pick up. However, the technical feasibility to automate
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does not necessarily translate into the deployment of automation in the
workplace and the automation of jobs. The technical potential is only
the first of several elements that must be considered. A second element is
a cost of developing and deploying both the hardware and the software
for automation. The supply-and-demand dynamics of labor are the third
factor. If workers with sufficient skills for the given occupation are in
abundant supply and significantly less expensive than automation, this
could slow the rate of adoption. A fourth to be considered are the ben-
efits of automation beyond labor substitution—including higher levels
of output, better quality and fewer errors, and capabilities that surpass

human ability.

Introduction to Digital Transformation (DT/DX)

Digitalization is rapidly changing the way companies operate and cre-
ate value in the era of the Fourth Industrial Revolution. The emergence
of technology-centered business models is also challenging established
organizations to reimagine and reinvent themselves to remain rele-
vant to the marketplace. Digital readiness is important as it seems that
while many organizations are either experiencing or expect to experi-
ence some form of significant digital disruption, few appear genuinely
prepared.

Digital transformation (DT/DX) is the process of integrating and
leveraging digital technologies (including but not limited to Al robotics,
the IoT, the IoS, big data, cloud computing, and blockchain technologies)
into all aspects of an organization. It transcends traditional roles like sales,
marketing, operations, finance, strategy, I'T, and customer services to cre-
ate new or enhance existing business processes, culture, and customer
experience (CX) to meet changing market requirements.

DT/DX is not just about disruption or technology. It’s about creating
and delivering a compelling value proposition that focuses on the integra-
tion of the three pillars of strategy: people, process, and technology (PPT).
It is the reimagining of the business in the digital era with an obsession
with the customers and with everyone adopting a customer-centric mind-
set (which begins and ends with how the organization thinks about and

engages with its customers). DT/DX also focuses on delivering value for
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various stakeholders (particularly its customers) and continuously inno-
vating and acquiring relevant digital capabilities in response to the rap-
idly changing highly disruptive and digital-driven marketplace. DT/DX
is a strategic imperative for all organizations (private, public/government,
and nonprofit) to remain relevant in the highly disruptive, digital, and
VUCA-driven era of Industry 4.0 (Bawany 2020).

Most businesses are experiencing the “knowing-doing gap,” where
they are failing to transcend the gap between knowing what is needed
and doing what is required to combine emerging technology with new
processes and skills to remain competitive. This presents a significant
risk to the organization, its operating model, and the talent it acquires
and retains. Although the presence of a contingent workforce and access
to technology, such as Al, machine learning, cloud computing, data
analytics, and robots, opens doors to opportunities for the organiza-
tion, it also stokes fears of redundancy among existing employees, which
need to be addressed promptly and effectively; otherwise, this would
impact on the organizational climate, employee morale, productivity,
and performance.

When reviewing organizations that have undergone or are going
through DT/DX, far less attention is observed to have been dedicated
to addressing the people and cultural aspects of change management and
change leadership than the processes and technology behind the trans-
formation. Businesses must adopt the “PPT” mantra, which is putting
people ahead of process and technology. That said, conversations about
managing employee experience as a core component of DT/DX have
risen in recent years.

Advanced technologies are creating innovations at a speed and on
a scale that has never been seen before. Al has the potential to diver-
sify human thinking rather than replace it. It has a multiplier effort,
where groups of machines and humans collaborate to innovate and
solve problems that will contribute to a more productive and inclusive
world.

However, it would be wise to remember that technology is an enabler,
a force for positive change. The only way we can experience the best
of these types of technological advancements is never to forget that it’s

all about people; in other words, unlocking the positive potential that
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technology brings requires fundamental shifts in the collective mindset
of the employees. Organizations need to develop a culture that fosters
change and a learning organization that cultivates a spirit of continuous
learning, unlearning, and relearning (Bawany 2020).

The growing awareness and recognition of the impact of transfor-
mation on people and culture underscore the urgency to place cultural
change at the center of any DT/DX agenda. Cultural transformation in a
highly digitalized world includes best practices approaches that will help
organizations understand how they can embed successful digital cultural
transformation initiatives within their organization.

Corporate culture could be simply defined as how things are done
around here or how a company works and operates. Culture can also be
viewed as being comprised of the values and a particular set of behaviors
that define how things get done in an organization. A healthy culture
provides the guidelines, the tacit code of conduct, that steer individuals to
act appropriately and make choices that advance the organization’s goals
and strategy. Leadership, purpose, and how work can implement a vision
also play a role in describing a corporate culture.

DT/DX is the key to business competitiveness in a changing and
increasingly demanding market. However, for this transformation to be
successful, the right corporate culture is needed to promote innovation

and creativity within companies.

The Digital-Driven Organization Culture

As organizations embark on DT/DX at the workplace, it’s critical to
create a culture in which everyone is digitally savvy and demonstrates a
“disruptive mentality,” where they continuously seek to redefine how they
create and deliver value for customers by leveraging digital technologies.
But DT/DX calls for more than just updating technology or redesigning
products. Failure to align the effort with employee values and behaviors
can create additional risks to an organization’s culture if not managed
properly, whereas a comprehensive and collaborative effort can help shift
the culture to understand, embrace, and advance DT/DX.

DT/DX demands vision, leadership, and process change alongside

powering core operations with technology. Therefore, DT/DX requires
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introducing change at the most fundamental level, addressing how things
get done everywhere in the organization. DT/DX affects the company
culture itself. Without addressing culture change, DT/DX is bound to be
a superficial attempt. When organizations undertake DT/DX and focus
only on technology at the expense of culture, that can hinder progress in
many areas. Leaders must remember that technology is only an embalmer
of DT/DX, but unless leaders can impact and influence their teams
throughout the process, efforts can stall or be less successful than they
could be, and they may also lose the highly valued talent that is critical
to driving the successful implementation of the DT/DX initiatives at the
workplace (Bawany 2020).

Furthermore, failing to align the goals of a DT/DX with employee val-
ues and behavior can present additional risks to an organization’s culture,
such as low morale and an inability to attract talent with the right digital
skill set. Ensuring the transformation aligns with the culture reduces
challenges and helps avoid potential hurdles toward achieving the organi-
zation’s DT/DX objectives.

The elements of a digital-driven culture such as customer-centricity,
disruptive mentality, innovation, data-driven decision making, collabo-
ration, open and trust-based partnership, as well as agility and flexibility,

can be found in Figure 7.2.

Customer centricity

PPT mantra (People over

Process and Technology) , Data-driven

decision making

Open and trust-based partnership Collaboration with stakehold:

Figure 7.2 The elements of digital-driven organizational culture
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The Importance of Culture for Successful
Digital Transformation

Digitalization is rapidly changing the way companies operate and create
value in the era of the Fourth Industrial Revolution. The emergence of
technology-centered business models is also challenging established orga-
nizations to reimagine and reinvent themselves to remain relevant to the
marketplace. Digital readiness is important as it seems that while many
organizations are either experiencing or expect to experience some form
of significant digital disruption, few appear genuinely prepared.

Most businesses are experiencing the ‘knowing-doing gap” where
they are failing to transcend the gap between knowing what is needed
and doing what is required to combine emerging technology with new
processes and skills to remain competitive. This presents a significant
risk to the organization, its operating model, and the talent it acquires
and retains. While the presence of a contingent workforce and access to
technology, such as Al, machine learning, cloud computing, data analyt-
ics, and robots, opens doors to opportunities for the organization, it also
stokes fears of redundancy among existing employees, which need to be
addressed promptly and effectively as this would impact on the organiza-
tional climate, employee morale, productivity, and performance.

When reviewing organizations that have undergone or are going
through digital transformation, it has been shown that far less attention
is dedicated to addressing the people and cultural aspects of change man-
agement and change leadership than the processes and technology behind
the transformation. Businesses must adopt the “PPT” mantra, which is
putting People ahead of Process and Technology. That said, conversations
about managing employee experience as a core component of digital
transformation have risen in recent years.

Advanced technologies are creating innovations at a speed and scale
that has never been seen before. Al has the potential to diversify human
thinking rather than replace it. Al has a multiplier effort where groups of
machines and humans collaborate to innovate and solve problems that
will contribute to a more productive and inclusive world.

However, it would be wise to remember that technology is an enabler,
a force for positive change. The only way we can experience the best of

these types of technological advancements is never to forget that it’s all
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about people. In other words, unlocking the positive potential that tech-
nology brings requires fundamental shifts in the collective mindset of the
employees. Organizations need to develop a culture that fosters change
and that of a learning organization that cultivates a spirit of continuous
learning, unlearning, and relearning.

The growing awareness and recognition of the impact of transfor-
mation on people and culture underscore the urgency to place cultural
change at the center of any digital transformation agenda. Cultural trans-
formation in a highly digitalized world includes best practices approaches
that will help organizations understand how they can embed successful
digital cultural transformation initiatives within their organization.

Corporate culture could be simply defined as how things are done
around here or how a company works and operates. Culture can also be
viewed as comprising the values and a particular set of behaviors that
define how things get done in an organization. Leadership, purpose,
and how work can implement a vision also play a role in describing a
corporate culture.

Digital transformation is the key to business competitiveness in a
changing and increasingly demanding market. However, for this transfor-
mation to be successful, the right corporate culture is needed to promote

innovation and creativity within companies.

Benefits of a Digital-Driven Culture

1. Better Customer Experience
I¢’s all about intelligently connecting things, people, and businesses—
with speed as the key to digital business success. If it is done right,
more can be known about the customer, and then the organization
can do more and care for its customers leading to customer retention
and profits in the long run (Bawany 2015a). The world’s obsession
with the latest technology, social media, and apps revolves around a
desire for an easier life. People want valuable solutions to their prob-
lems. More importantly, they want it fast. The customer experience
is at the heart of the digital-driven strategy. As a result, the primary
focus of digital transformation is to use cutting-edge technology to

improve the customer experience. Those companies at the forefront
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of the digital revolution will earn much more authority, trust, and
respect from customers. But how is this achieved?

New digital technologies empower today’s customers significantly
by offering them the opportunity to research, compare, and rate
products and services more efficiently. Digital innovations of prod-
ucts and services in one industry strongly influence customer pref-
erences, which then are projected as expectations on products and
services of other industries as well. An in-depth understanding of
the behavior or impact of the newly connected customer is the main
initiative for digital transformation. Organizations will be able to
uncover unmet customer needs by leveraging the design thinking
approach toward developing innovative products and solutions. This
customer-centricity will require a whole new mindset in the leaders

at all levels, as well as the employees.

. Enhanced Collaboration and Decision-Making

Many people fear change. The thought of the entire organization
making a massive digital transformation can be a daunting prospect
for aworkforce from leadership to entry-level employees. All processes
and strategies, down to the core structure and company culture,
need to be addressed. However, in that, there is an opportunity for
unity throughout the workforce. Highly effective communication is
critical to ensure a smooth transition to digital culture.

Digital organizations move faster than traditional ones, and their
flacter hierarchy helps speed decision making. A digital culture serves
as a code of conduct that gives employees the latitude to make judg-
ment calls and on-the-spot decisions.

Leaders need to leverage managerial coaching, support, and encour-
agement; employees can break down multigenerational gaps and social
divides to engage in conversation and learn together. Effective leader-
ship is required to improve the digital intelligence of the workforce.
The foundation for a smooth digital transformation is built upon digi-
tal congruence (Kane et al. 2016), which essentially is a concept where
the culture, people, structure, and tasks of an organization are aligned
with each other and with the organization’s strategy and challenges of
the digital environment. When all departments are aligned, a robust

company culture forms, resulting in a successful digital transformation.
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3. Achieving Cost Efficiency and Revenue Optimization
The other benefit of a digital-driven organization is the ability to
leverage “big data” and track metrics and analyze the data gained
during digital marketing efforts. Using these insights would allow
businesses to optimize their strategies and processes for even bet-
ter results. At the same time, it will allow the achievement of cost
efficiency and revenue optimization.

It’s possible to make massive changes to both by integrating data-
based insights into the company culture. Using data-driven insights
to understand customers and feeds into business strategy enables
hyperpersonalization or mass customization, relevancy, real-time
feedback, and agility. This involves businesses making use of both
structured (personal customer information) and unstructured data
(social media metrics), pulling together data from many sides of
the business to help drive the transformation journey. The importance
of data in decision making should not be underestimated. With the
right leadership sponsorship to encourage this attitude throughout
an organization, the road to a higher ROI will be achieved.

4. Attracting and Retaining Right Talent

Having a digital culture is particularly important in attracting dig-
ital talent, the demand for which is rapidly outpacing the supply.
Large, established companies must often employ new methods for
attracting, developing, and retaining the talent needed to support
their digital transformation. Millennials (Gen Yers) and digital
natives (Gen Zers) are generally drawn to digital companies, with
their promise of a collaborative, creative environment and greater
autonomy.

These new generations of employees no longer want to work in
an environment that is a 9-to-5 routine. Establishing a digital cul-
ture allows them to become a part of the collaborative, creative, and
autonomous workplace that they desire. With the competition to
attract and retain the best talent, it becomes more and more crit-
ical to ensure that the employee value proposition, as well as the
employer branding, is compelling to attract the right talent. Digital
culture also increases employee engagement as it has a model that

permits them to bring their best self to work, voice their opinions,
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and create an impact. They would feel empowered, engaged, innova-
tive, and more productive.
5. Foster Innovation and Creativity
A digital culture will enable organizations to foster a workplace that
motivates employees to try new things. It is essential to ensure that
the workforce has the right skills and mindset to leverage the data
and insights offered for this to work. Innovation doesn’t necessarily
mean coming up with new or breakthrough ideas but also reinvent-
ing old models or finding a new application for existing products
or solutions. Using digital technologies and insights considerably
enhances the learning agility of the workforce, helping them optimize
mundane tasks effectively and efliciently. Leaders need to establish an
organizational climate of an open and trust-based partnership with
their teams to enable them to share these new ideas (Bawany 2014d).
Companies with a strong focus on innovation and learning will
result in further growth with their employees being a critical factor for
success. As a result, an organizational climate that promotes creativity
is created, and experimentation and openness to new ideas are encour-
aged. To achieve this transformation and adapt to rapidly changing con-
ditions, current practices and processes need to be critically scrutinized.
Employees are encouraged and empowered to take risks and
forge ahead with their ideas. They, therefore, play an active role in
shaping the company. The company’s business model is continually
analyzed and adapted to suit changing market conditions and new
technological trends. The company strives to bring about changes
in the market, even if this bears risks. An intrapreneurial instead of
risk-averse culture is crucial where failures are accepted as part of
the development process and coming unstuck is seen as an essential
learning process. As a result, there will be a willingness and desire for

the employees to rise to new challenges.

Barriers to the Development of a Digital
Transformation Culture

In today’s highly disruptive digital-driven landscape of Industry 4.0, every

organization needs to adapt to succeed. Businesses that are unable to keep



TRANSFORMING A DIGITAL-DRIVEN CULTURE 163

up with the ever-advancing digital capabilities risk getting outmaneu-
vered by their competitors, as innovations in mobile, and social media
platforms, data science, cloud computing, Al, and machine learning con-
tinually change how customers expect to engage with a company. Digital
transformation is now an ever-important business imperative that is being
felt in every industry, at every level (Bawany 2020).

In an extensive survey by SAD, in collaboration with Oxford Econom-
ics in 2017, of over 3,000 business leaders, 96 percent maintained that
digital transformation was a priority for them, and only a paltry 3 per-
cent had completed their initiatives (SAP Center for Business Insight and
Oxford Economics 2017). It is relatively easy for the boardroom to move
digital transformation up its agenda, but delivering it is another matter.
The impetus for a digital revolution is there, so what is going on? What
are the barriers to the success of digital transformation projects?

From the Centre of Executive Education (CEE) extensive global con-
sulting engagements in partnering with clients on digital transformation
and drawing on CEE executive coaches’ discussions with C-suite clients,
various reasons, explored below, are key factors that have been consis-
tently cited, validated by other research, as the barriers toward a successful

digital transformation within their organizations.

1. Lack of the CEO’s and senior leadership’s involvement
The lack of buy-in and involvement of the CEO and senior leadership
team may reflect on their underestimating or misunderstanding of
the strategic importance of culture in the digital transformation jour-
ney of their organization. As with any transformation, leaders who
guide a digital transformation are often preoccupied with structural
and process changes and overlook the people’s side, only to wonder
why the effort faltered. It’s well established that cultural change is a
crucial determinant of a successful transformation, especially so for
digital transformations. The behaviors that embody a digital culture
represent a significant shift from long-standing norms and particu-
larly challenge traditional power structures, decision-making author-
ity, and fundamental views of competition and cooperation among
employees. It is imperative to put People ahead of Process and Tech-
nology, which the author named the “PPT” mantra (Bawany 2020).
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As mentioned earlier, Laurent-Pierre Baculard, in his Harvard
Business Review in 2017, emphasized the importance of the CEO’s
role in leading digital transformation. While CEOs are under pres-
sure to launch transformation initiatives, including the deployment
of new and sophisticated technologies under severe cost constraints,
they recognize that while leading digital transformation, they would
need to look well beyond achieving technological excellence to build-
ing a highly agile culture and organization (Baculard 2017).

Another research that supports the lack of senior leadership
support is found in the findings of the survey commissioned by
Wipro Digital in 2019. When asked about their most significant
barriers to a transformation’s success, 59 percent of respondents cited
inconsistent sponsorship from senior leadership as one of their top
five concerns; 56 percent selected not being able to train their exist-
ing teams to change or use new technology, methods, or processes;
and 54 percent indicated needing better alignment with business
stakeholders (Wipro Digital 2019).

. A prevailing culture that is not conducive to digital transformation

Digital technologies can make organizations faster, smarter, and bet-
ter at what they do. Many leaders widely acknowledge the promise
of digital. Yet, the majority of digital transformations fail not just
because of challenges with adopting new technologies or finding
the right know-how. The prevailing culture of how people work
together to transform the organization is critical. Digital innovation
can be successful only in a culture of collaboration. People have to
be able to work across boundaries and explore new ideas. In reality,
most organizations are stuck in their prevailing culture of change-
resistant silos and hierarchies with clear boundaries between areas of
responsibility.

Digital innovation requires the opposite: collaborative cross-
functional and self-directed teams that are not afraid of uncertain
outcomes. The lack of willingness to share and collaborate is a
challenge not only at the ecosystem level but also inside the orga-
nization. Issues of ownership and control of processes, information,
and systems make people reluctant to share their knowledge. Digital

innovation with its collaborative cross-functional teams is often very
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different from what employees are used to with regard to functions
and hierarchies—resistance is inevitable.

These behaviors can impede change in any situation. More
importantly, they are especially harmful to digital transformation
initiatives, given the pace of technological advances. Therefore,
unlocking an organization’s full potential requires a shift in both the
leaders’” and employees’ mindsets and mental models to embrace the
speed and agility made possible by digital technologies. Organizations
succeed best with digital transformations when they match any
investments in technology with the leadership commitment at all
levels to reshape the culture with the support of the employees.

. The lack of relevant digital skill sets
A digital organization is also a learning organization, as continuous
learning is of considerable significance during digital transforma-
tion. The landscape of today’s workplace isn’t what it was 20 years
ago. Today’s environment is both fast-paced and competitive, which
makes it all the more important that employers find a way to keep
employees energized, often with an employee development plan.

A gap exists between the role employees are prepared for and the
reality they are encountering on the job. This mismatch of abilities
and expectations is jeopardizing transformational efforts. Custom-
er-centric organizations understand that creating a competitive user
and customer experience demands specialized skills. These range
across many areas, among them: cybersecurity, development of new
technologies, UX (user experience), and human-centered design.

Even companies that employ individuals with relevant skills often
find it challenging to maximize their potential. In the 2020 PwC'’s
“Digital IQ” survey, one-quarter (25 percent) of 2,380 respondents
said they use external resources even when they have skilled workers
in-house. The reason for this is that it is often too challenging to
upskill or reskill rapidly or too slow to work with internal teams
(PwC 2020).

Leaders who have established themselves as digital leaders are
those who have adopted a learning mindset. Within the landscape of
digital transformation, changes occur too fast for any employee to

get comfortable with their skill set. Businesses must step up their
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educational game and equip their staff with the tools to succeed.
This changing nature of work requires additional training strategies
focused on enhancing learning agility, transferability of skills, and
opportunities to explore adjacent, in-demand skills.

Digital transformation is an area of skills development that
demands attention. Companies need to improve the effectiveness of
their online communications now that digital channels are one of
the main techniques customers use for selecting and buying prod-
ucts and services. Business and HR leaders need to ensure that their
employees acquire a new relevant suite of digital skills and knowl-
edge and embedding learning into the overall transformation strat-
egy. This would demonstrate the organization’s commitment to the
professional and career development needs of the employees, which
could be potentially achieved by developing a corporate culture that

leverages the managerial coaching approach (Bawany 2015d).

Development of a New “Digital DNA”

CEO:s and senior leadership teams would need to review their “Corporate
DNA” statement, which may include a commitment to passion, quality,
integrity, engagement, people development, and innovation, to ensure
that the principles and the company’s systems support the new digital
culture (Bawany 2020).

To reinforce passion and people development, leaders would need to
create a job rotation program and allow employees to work on a digital
project of their choosing. Leaders could also promote quality and integ-
rity through a digital expert network and digital modules in the compa-
ny’s onboarding and training programs. To bolster engagement, leaders
could organize an annual digital summit and introduce a collaboration
award for teams that devised bold new ideas. The company could pro-
mote innovation by upgrading equipment and redecorating the work
environment to make it more futuristic and inspiring.

Organizations are beginning to come of age digitally, transforming
how work gets done to thrive in the digital era. This transformation is
unprecedently complex, making it more critical than ever to get the vision

right and approach change iteratively. Deloitte and Sloan Management
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Review (SMR), in 2017, collaborated on a global survey of more than
3,500 managers and executives and conducted 15 interviews with execu-
tives and thought leaders, which highlighted some unique characteristics
of companies that are growing into mature digital organizations. Notable
among these is a sharp focus on cultivating a “digitally minded cul-
ture” scaling smaller, iterative digital experiments into more significant,
enterprise-wide initiatives, and finding creative ways of resourcing these
initiatives in the face of other competing and more immediate investment
priorities (Kane et al. 2017).

The research has also identified 23 traits that comprise an organiza-
tion’s Digital DNA, the qualities that digitally mature organizations share,
which enable them to be more agile and adaptive at their core. These
digital DNA traits include an organization’s ability to be intentionally
collaborative, continuously innovate, customer-centricity, dynamic skills
building, shifting decision rights and power, “democratizing” informa-
tion, failing forward and learning faster, and operating with morphing
team structures—to name a few. Understanding an organization’s digital
DNA is essential to digital enablement and becoming a truly digital orga-
nization—and it’s just one of several drivers that can help accelerate the
organization’s drive toward a digital-driven culture (Bawany 2020).

To accelerate the digital transformation within their organizations,
CEOs and business leaders would need to identify critical Digital DNA
traits that are needed and weave them into how the organization orga-
nizes, operates, and behaves through small, tactical actions designed to

create a scalable impact.

Challenges in the Implementation of DT/DX
at the Workplace

People are one of the pillars of your organization, along with the rele-
vant process and the right technology that would be required to drive the
successful implementation of DT/DX at the workplace. The overriding
concern for most companies considering a digital push is employee adop-
tion and its potential impact on the company’s culture and organizational
structure. Many of the employees may feel that their jobs are threatened

by these disruptive changes at the workplace, with a consequential impact
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on their morale or productivity. They may not have the required digital
skill sets to thrive in this new normal (Bawany 2020).

To be able to develop a digital-driven corporate culture that minimizes
employee pushback or resistance, there is a need to focus on being agile
and build a customer-centric culture. A great example would be Zappos,
the popular shoe company. When they first started, they knew they were
entering a saturated industry. There are hundreds of businesses that sell
shoes, so how could they do it better? They decided to differentiate them-
selves by developing a “Branded Customer Experience” by focusing on
three primary areas: excellent customer service, employee training and
development, and customer-centric culture. As a result, over the years
they have been highly successful owing to customer loyalty, and this
resulted in their being acquired by Amazon.

The key to change is to work on building a CX from the bottom up. It
is important to focus on customer journeys. If the organization can opti-
mize the touchpoints along this journey instead of merely trying to win
sales, then the organization stands a better chance at keeping customers
around longer, just as Zappos did. This provides the opportunity to
improve sales and retention, which means stable growth in the years to
come.

Putting the customer first has been the mantra of many companies.
However correct the mantra may be, perhaps it’s time to question its wis-
dom. Some companies already have, putting the customer second, after
their employees. The results are surprising and enlightening—engaged
and contented employees and companies cited for their best practices.
Moreover, customers are satisfied. This results-based leadership (RBL)
[framework presents an operating model and a proven approach for putting
employees first (Bawany 2014a).

Steady, long-term competitiveness requires an organization to be
committed to putting employees first and developing quality train-
ing programs that are linked to its strategic objectives. Without a true
commitment to the employees at all levels throughout an organization,
the journey to enhance organizational performance will be an elusive
adventure. Quality employees equate to organizational success; unqual-
ified and poorly trained employees equate to organizational failure. An

organization’s employees have always made the difference between a truly
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successful organization and a mediocre entity, but it's amazing how often
managers overlook or discount this fundamental recipe for economic sur-
vival. Organizations with cultures that focus on their people and that
invest in their future will, in the long run, be more competitive than those
whose cultures view employees as mere costs to be reduced in times of
trouble (Bawany 2014a).

One of the most significant obstacles to achieving DT/DX goals is
cultural and behavioral challenges. DT/DX requires significant struc-
tural and process changes. However, traditional incumbents have a strong
organizational culture and can face resistance to implementing new work-
flows. From long-term employees to risk-averse managers to corporate
politics, several cultural factors can hinder a digital initiative.

The other challenge arises when the prevailing or legacy organizational
culture and structure are not designed to fit into the required highly col-
laborative structure that is critical in a digital-driven workplace. Even if
there is a robust DT/DX strategy, governing organization-wide change
can be a huge challenge. Failing to communicate the importance of DT/
DX across the enterprise might lead to resistance among the employees to
change. Employees usually resist any change until they are made aware of
the real impact the change will bring in their work life. Organizations can
confront these cultural barriers by creating a workforce transition plan as
part of their DT/DX initiative. This plan should include communicating
to employees the DT/DX strategy, objectives, and timing. It should also
consist of identified skill gaps. Once identified, organizations can create
opportunities to upskill existing employees to meet future needs. Work-
force transition plans acknowledge that DT/DXs are a marathon and not
a sprint and manage cultural change throughout the process.

Another challenge is the lack of clarity on the DT/DX budget. A pru-
dent financial investment for DT/DX initiatives is one of the biggest hur-
dles that could hamper the entire project. Setting up a limited budget for
building digital solutions and transformation processes can be bewilder-
ing for most business heads, who are under considerable market pressure
to deliver software applications faster to their customers. As a result, they
tend to focus more on the tools and operational end states that promise
performance benefits instead of the value those performance improve-

ments will provide to their customers and the company. This tendency



170 LEADERSHIP IN DISRUPTIVE TIMES, SECOND EDITION

can create additional DT/DX challenges through abrupt shifts in orga-
nizational structures and business workflows without the internal align-
ment and readiness to operate within them. Many companies also often
continue to rely on previous success metrics that do not apply to the new
processes. These missteps can doom a DT/DX.

When creating a DT/DX initiative, it is imperative to begin by defin-
ing what success means. A well-defined strategy requires a vision for what
the digitally transformed company will be as well as new metrics that will
capture progress toward that vision. The DT/DX vision should incor-
porate the company’s existing core competencies and strengths and the

means of augmenting them through conversion.

Key Success Factors for the Implementation of
Digital Transformation

First and foremost is to build a culture of innovation in all business areas
because DT/DX affects all functions of the company, including strat-
egy, finance, operations, marketing, production, HR, and IT. Successful
digital-driven organizations have developed the right structures to support
change with new forms of collaboration and cross-functional teamwork.
This can be realized by a digital innovation culture that promotes disrup-
tive innovation and the establishment of digital business models, which
is characterized by a digital vision that is understood by every employee
of the organization and other stakeholders. Effective communication is
crucial during a DT/DX, more specifically, to convey a story of change
that helps employees understand where the organization is heading, why
it is changing, and why the changes are significant.

The other key to successful DX is to empower the team to new ways
of working by ensuring that they have the relevant tools to do their job.
The employees also need to demonstrate a “disruptive mentality” with
behavioral changes such as calculated risk taking, increased collabora-
tion, and customer-centricity. Organizations may be able to achieve this
by reinforcing new behaviors and ways of operating through structured
processes, long known to be a technique that promotes organizational
change. One related key to effective transformation is the development

of new forms of working practices. Organizations that have established at
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least one new way of working, such as continuous learning or open work
environments, are more likely to experience successful transformations as
part of their change efforts than others. Another approach to empowering
workers is to ensure that individuals in critical positions play their parts
in facilitating progress. Success depends on both senior leaders and those
involved during the transformation.

It is also crucial for the organization to have “disruptive digital lead-
ers” who are committed to the transformation agenda. When people in
key positions (both the organization’s senior leaders and those in trans-
formation-specific roles) are more engaged in a DT/DX than they were
in previous attempts to achieve transformation, the success of a transfor-
mation is higher. Hence, the advancement of talent and expertise around
the organization’s DT/DX initiative may lead to successful implementa-
tion outcomes. Technology doesn’t solve business problems—people do.
Having the right leadership for DT/DX efforts is critical to achieving the
organization’s goals. Regardless of whether your DT/DX initiatives are
headed by your CxOs, business unit heads, or IT department, having
clear priorities, responsibilities, and metrics for accountability is crucial
to the smooth and efficient running of your implementation plans. Orga-
nizations should consider creating a digital transformation office (DTO),
which is responsible for ensuring that individual initiatives are executed
against the company’s long-term vision. The DTO should be supported,
or even led by, an executive sponsor.

The clearest indicator of commitment to transformation is the alloca-
tion of budget and definition of a strategic plan for change within every
part of the business. As executives develop strategies and set investment
priorities, it is critical to communicate that change is coming and that
everyone is obligated to make it happen. Process optimization and mod-
ernization that have occurred at the tactical level are valuable, but the
culture will not change until visible efforts are underway to achieve foun-
dational change. Every employee, regardless of level or function, must
be brought along the DT/DX journey. Communicating the intent, the
plan, successes, failures, and progress is critical to changing the culture.
Training that reinforces key strategies and intent is important as is “prac-
ticing what you preach.” Any product or service innovation that is offered

to customers should be deployed internally. Partnerships will be critical
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to the integration of “ready-to-wear” digital services, and partners must
be provided guidelines that make inclusion easy and secure. Multitenant
operations and support systems must be efficiently deployed and available
via secure cloud-based platforms.

When a company begins its DT/DX journey, it must first define the
business case supporting its DX initiatives. In other words, what is the
business goal that it wishes to achieve? This process should be driven from
the outside in. Companies need to start from a customer-driven perspec-
tive to best align their transformation efforts with their customers current
and continually evolving needs. The reason the “why” is important is that
it allows the DX and the company to visualize future success and enables
them to concentrate their efforts and resources in a single cohesive direc-
tion. Measures of success aligned to the “business why” must also be
defined. This positions the team to start selling the DX concept within
the organization with the intent of removing roadblocks and gaining
support. This internal selling plan has three steps (Centre for Executive
Education 2020).

The board and senior leadership team, led by the CEO, must under-
stand and be supportive of the DX activities and must be willing to drive
this support, through communication, training, hiring, reorganization
adjustments, compensation incentives, cultural adjustment, and other
needed factors down through their organizations. Without it, your DX
initiative will likely fail. Furthermore, the DX initiative should have
dedicated strategic funding, not simply be carved out of your existing
operational budget. This is required because DX is a long-term invest-
ment, not a short-term operational expense. Additionally, having separate
funding illustrates to those working on DX, and the company at large,
the value and importance of DX to senior management.

Research by the CEE along with the consulting engagements of the
Disruptive Leadership Institute (DLI) has identified several best practices
(Centre for Executive Education 2020), all of which make a digital trans-
formation more likely to succeed as seen in Figure 7.3. These characteris-

tics fall into six categories:

1. Have a clear digital vision and transformation agenda.

2. Create a culture of obsession with the customer (customer-centricity).
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@ Clarity on Digital Vision and Transformation Agenda

Digital-Driven Organization Structure and Culture

@ Obsession of the Customer/Customer-Centricity

@ Data-Driven Problem Solving and Decision Making

The Right Digital Transformation Talent (Leader and Team Members)
)

Figure 7.3 Key success factors for DT/DX implementation

3. Develop a digital-driven organizational culture that is fit for the
purpose.

4. Ensure a clear communication strategy for the digital-driven culture.

5. Adopt a data-driven approach to problem solving and decision
making.

6. Deploy the right talent (leader and team members) with the digital
skill set.

Case Study of Successful Digital Transformation

@ DBS Bank

=DBS

The urgency for organizations to transform themselves in the face of tech-
nology-fueled disruption has been a critical challenge in many industries.
In the banking sector, incumbent players are dealing with the emergence
of financial technology, or fintech, firms that threaten them in a range of
business segments.

One bank that has taken this challenge head-on is Singapore-based DBS

Group, which embarked on an organization-wide transformation in 2009.
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Background of DBS Bank

DBS is a leading financial services group in Asia with a presence in 18
markets. Headquartered and listed in Singapore, DBS is in the three key
Asian axes of growth: Greater China, Southeast Asia (SEA), and South
Asia. The bank’s “AA-” and “Aal” credit ratings are among the highest in
the world (DBS 2022).

DBS is also the largest among the three local banks in Singapore and
had a humble start in 1968 as a government-linked bank. Over the years,
with the gradual opening up of the banking industry in Singapore in
the 1990s, DBS merged with another local bank, Post Office Savings
Bank (POSB), in 1998 to retain competitiveness over foreign-based
banks coming into Singapore. Over time, DBS grew to be the larg-
est bank in Singapore and the largest bank by assets in SEA. It further
expanded overseas with operations and branches in China, Malaysia,
Hong Kong, Indonesia, Thailand, Philippines, Vietnam, Dubai, Japan,
South Korea, Myanmar, and Taiwan. The bank acknowledges the passion,
commitment, and can-do spirit in all its 28,000 staff, representing over
40 nationalities (DBS 2022).

From 2016 to 2018, DBS was most favored by investors. The share
price of SEA’s largest bank by assets roughly doubled during that period,
with gains outstripping those of its main local rivals (Economist 2018).
The market’s optimism about DBS was partially attributed to the bank’s
digital prowess.

DBS was first named “Best Bank in the World” by Global Finance
in 2018, marking its inaugural win of a global Best Bank accolade (Platt
2018). The magazine profiled DBS as a financial institution that was
“pointing the way to the future for the entire industry with its digital
transformation, strong financials, and good corporate citizenship”
(DBS 2022).

The bank would go on to receive equivalent accolades from U.K.-
based Euromoney (World’s Best Bank—2019, 2021) and Financial Times
publication The Banker (Global Bank of the Year—2018, 2021), and
would take Global Finance’s top award twice more, in 2020 and 2022,
bringing its total haul of global Best Bank awards to seven in five consec-

utive years (2018-2022)—a feat unmatched by any other bank globally.
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DBS was this year also recognized by U.S.-based Fast Company in its Top
100 Best Workplaces for Innovators list, ranking 29th globally, and is the

only Singapore-headquartered company to feature on the list.

Lessons From DBS Digital Transformation Journey

The bank initiated its digital strategy in 2009 under the relentless push
of its new CEO Piyush Gupta. Between 2009 and 2014, DBS invested
heavily in technology and undertook radical changes to “rewire” the
entire enterprise for digital innovation. Key thrusts of its digital transfor-
mation involved revamping its technology and operations organization,
developing scalable digital platforms, leveraging technology to redesign
its customer experience, and fostering internal incubation as well as exter-
nal partnerships for digital innovation (Sia, Soh, and Chong 2015).

David Gledhill, the then chief information officer (CIO) of DBS
Bank, who has since retired, noted that those were foundational years
that set the stage for its next phase of growth. In the first phase of its
transformation, DBS achieved a 9 percent compound annual growth rate
(CAGR) in income and a 13 percent CAGR in net profit (Bawany 2020).

When DBS embarked on its digital transformation journey, a new
organizational unit called Digibank was created to spearhead the bank’s
expansion into new markets; the bank launched the Digital Mindset pro-
gram to help change the company from within (Kaganer, Gregory, and
Codrean 2015).

Key moments of the transformational journey include the strategy
taken by Gupta to improve the bank’s customer satisfaction ratings while
also revolutionizing the way banking services were seen internally. Exter-
nally, the bank was using digital technology opportunities to expand into
new countries where partnerships and acquisitions were not an option.
Internally, top management was using the Digital Mindset program
extensively to revolutionize business processes and ideation. The chal-
lenge facing the DBS senior leadership team was how to make this type
of thinking sustainable, how to reach everyone in the bank, and what to
do next to keep the momentum going (Bawany 2020).

The threats posed by financial technology (“fintech”) disruption were

relentless, with many fintech startups emerging and offering a wide range
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of innovative financial products and services. One such case was the
Chinese e-commerce giant Alibaba. It had been expanding in the region
with a controlling stake in Singapore-based Lazada, the top e-commerce
player in SEA. Alibaba affiliate Ant Financial merged Lazada’s HelloPay
with its flagship Alipay payment platform. Alibaba also led a U.S.$1.1
billion investment round in Tokopedia, a major e-commerce platform in
Indonesia (Sun 2018).

Similarly, Grab, SEA’s leading ride-hailing company, also began pro-
moting GrabPay. This mobile e-wallet could be linked to customers’
credit and debit cards. Moreover, the competition was even coming from
nontech incumbents that had a large consumer base and strong branding,
such as budget airline AirAsia.

At the same time, DBS also faced growing institutional constraints for
organic expansion and acquisition-led growth in the region, specifically
in the emerging SEA and South Asia markets. The advent of fintech,
however, opened up new possibilities. Instead of building banks the tra-
ditional way, DBS saw opportunities in driving technology-led growth in
these emerging markets (Bawany 2020).

In 2015, DBS embarked on the second phase of its digital transfor-
mation, with a renewed mission to leverage technology to “Make Bank-
ing Joyful.” DBS developed the new brand promise, “Live More, Bank
Less,” which captured this new vision of simple, effortless banking for
its customers. Support from the bank’s board was strong, with an annual
technology budget commitment of U.S.$600 million (Bawany 2020).

The bank’s ambitious digital transformation was grounded on
three fundamental “philosophical shifts” to reinvent DBS by becoming
digital to the core, embedding DBS in the customer journey, and creating a
26,000-person start-up.

DBS DT/DX Key Success Factors

1. CEO-Driven Digital Transformation
Piyush Gupta is an Indian-born banker who spent 27 years at
Citibank in Asia before becoming CEO of DBS in 2009 (DBS 2022).
In an interview with McKinsey in 2017, he clearly states the razison

d'etre for the bank’s digital transformation journey:
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That said, with so much money going into fintech, we have
reached a tipping point in the last couple of years. Incumbent
players are wrestling with the challenges of how to transform
themselves. In Asia, and notably in China, the actions of new
players, such as Alibaba and Tencent, and of established banks,
like Minsheng, Ping An, and ICBC, have made this all the
more visible. In 2013, the DBS board, therefore, took the view
that the future for us and our industry would have to be digital.
We felt that if we didnt lead the charge, frankly, we might die.
(McKinsey 2017)

Indeed, with the development of technologies in recent years,
a scenario of banking where customers did not require banks but
simply transferred money directly from payer to payee had become
more practically feasible. The idea of a peer-to-peer payment scheme
was not new. But its feasibility as a wide-scale implementation had
grown with the availability of advanced technologies, like secured
payments, encrypted network transmissions, digital identity certif-
icates, and affordable mobile smartphones. Customers’ need for an
intermediary agent such as a bank to effect their payments dimin-
ished as payment alternatives grew.

During an interview with Forbes Asia in June 2014, as if sounding
an alarm bell in the financial industry, Gupta publicly highlighted
the need to move swiftly into digital banking fundamentally (Tan
2014). Whether people or businesses, customers required banking
services, not banks, to get things done. This was true in the past.
People initially queued up at bank branches to physically perform all
kinds of services, including updating bank books and withdrawing
cash. When ATMs and postal mail of bank statements came about,
visits to bank branches were made less necessary. When the Web and
Internet banking offered various safe, convenient remote banking
services, there was even lesser reason to visit banks. People did not
want to go to banks for banks’ sake; they just needed banking ser-
vices (Bawany 2020).

As the digital transformation architect, Gupta and his senior lead-

ership team set out to take on these disruptive challenges by way



178

LEADERSHIP IN DISRUPTIVE TIMES, SECOND EDITION

of setting a new aspiration: to make banking joyful—by making
it invisible, like stepping out of an Uber having already paid. This
perspective led to the setting of three pillars, as mentioned earlier:
becoming digital to the core, embedding into the customer journey,
and changing the culture to act like “a 27,000-person starc-up.”

To change behaviors, the transformation team settled on five
key traits or DNA for the digital culture: agility, being a learning
organization, being customer-obsessed, being data driven, as well as
experimenting and taking risks. The team targeted inefficient meet-
ings as a blocker to change and a hindrance to innovation. Meetings
often started and ran late without leading to decisions. Worse, meet-
ings often lacked purpose and were dominated by a few voices, while
others sat in defensive silence (Bawany 2020).

In 2019, DBS was ranked by Harvard Business Review as among the
top 10 companies in the world to have made successful strategic trans-
formations in the last decade. The study, conducted by strategy con-
sulting firm Innosight, involved the screening of all companies in the
S&P 500 and Global 2000 using three lenses: new growth, reposition-
ing the core, and financials (Anthony, Trotter, and Schwartz 2019).

With this, DBS joins the likes of Netflix, Amazon, Microsoft,
Tencent, and Alibaba, which were similarly recognized. The Inno-
sight study found that the top 20 most transformative companies
had certain ingrained behaviors.

“These included creating a higher-purpose mission, seizing the
digital opportunity via new platforms and business models, and
ensuring that innovation was not isolated to a department but was a
strategic capability,” said DBS. In the press statement, Gupta said a
“startup culture” has infused the entire organization. “Conventional
wisdom is that it is difficult for a legacy company to transform at
scale. Our journey has shown otherwise, and what has worked for us
is attacking the core, making transformation mainstream by chang-

ing culture company-wide,” he said (DBS 2019).

. Becoming Digital to the Core: DBS’ “GANDALF” Digital

Transformation Philosophy
When Gupta joined the bank in 2009, he was tasked with turn-

ing around a conservative, bureaucratic institution full of outdated
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technology. He divided DBS’s digital transformation into two
phases. First, the bank revamped its back-end technology, building
in-house expertise. Then he was ready to build the digital bank. He
once declared, “Our aim was to be the ‘D’ in GANDALF—a term
we coined to refer to Google, Amazon, Netflix, Apple, LinkedIn, and
Facebook. We wanted to operate more like a tech company.” To do
that, he had to change the mindset of 26,000 employees. Training
programs were revamped, experimentation encouraged across every
department, and partnerships forged with startups and universities.
“It was the mandate of the entire organization,” Gupta says (Scott
and Cobban 2019).

In their quest to “become the D in GANDALE” the bank real-
ized that merely setting up a digital disruption team would not be
enough. Instead, they fundamentally reorganized the organization
to bring the customer and technology teams together and empower
them to think holistically about the digital customer experience. This
process helped employees see their role in the transformation and
allow change agents to help others along on the journey naturally.
Leaders gave their teams the space to take risks, emphasizing a “we’re
all in this together” approach and building a culture that endorses
experimentation and understands failure, but has circuit breakers in
place to protect the business from too much risk. The DBS success
story is a people story, proving that employees are capable of fun-
damental change—as long as they receive positive and integrated
messaging, support for execution, and a soft landing for inevitable
missteps along the way.

. Focus on Talent and Creating the Digital Workplace
In addition to transforming customer-facing applications, DBS
also uses digital to empower their employees, helping them to work
smarter and driving gains in efficiency and productivity. Moreover,
employee-focused aspects of digital complement efforts to improve
the banking experience for consumers. By providing more and bet-
ter digital services, DBS can capture data and generate a refined,
high-resolution profile of their customer’s preferences and behaviors.
Still, those data are meaningless unless employees can readily access

them and use them to improve the bank’s offerings (Bawany 2020).
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Strategies for creating the digital workplace include driving
engagement and enablement to improve productivity and employee
experiences, as well as expanding the use of analytics across the
bank. The right solution includes social, mobile, cloud, and ana-
lytics, and it is tailored to a bank’s unique situation to redesign the
way its employees work. Through this approach, work becomes
more mobile and collaborative, and processes become more flexible.
Employees can access information and documents whenever, wher-
ever, and however they want, across platforms and systems. Employ-
ees can assemble a 360-degree view of the customer and easily
incorporate data from each interaction so that the profile becomes
more refined over time. Communication increases across business
units and functions. Customer service becomes more responsive
(DBS 2022).

At DBS, people are the key differentiator and form the corner-
stone of the bank transformation strategy, and the bank aspired to
cultivate its people to embrace startup qualities of being customer
obsessed, data driven, risk taking, agile, and continually learning.

The bank is passionate about being a learning organization and
has created a culture that allows the people a myriad of opportunities
to learn, reskill, and upskill to equip them with digital capabilities,
especially it’ legacy workforce, some of whom had been with the
bank for over 30 years. DBS also revamped the way the people were
trained through various programs and initiatives such as hackathons
and gamification, among others. There is an encouragement to adopt
the practice of lifelong and continuous learning. Young talents in
the management associate program were also tapped into a reversed
mentoring program where C-suite leaders were taught social media
and its business potential.

DBS supported flexible staff participation in internal crowdsourc-
ing, customer journeys, and pilot projects on emerging technologies.
Projects in one department could be made open to volunteers from
other departments. The HR department also sorted out a flexible
working scheme to allow bank staff to leave their day role and join
a new team (either on a part-time or full-time basis) to work on

innovative ideas (DBS 2022).
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DBS’s culture is generally collaborative and harmonious, less polit-
ical, and more family-like. It is, however, hierarchical; and decisions
were generally made from the top, which resulted in less empowered
employees. They were not very comfortable with making decisions.
This is not ideal as the bank competes in a world that has high levels
of volatility, uncertainty, complexity, and ambiguity (VUCA). The
challenge is to shift not only the mindset of the people that the bank
competitors are not limited to banks, but also the fintech companies
and platform players. The people are empowered and encouraged to
experiment, celebrate failures, and become teachers by sharing their
lessons with other colleagues.

As part of the digital transformation strategy, the bank focused on
changing its culture to a startup culture by being “Agile,” focusing
relentlessly on the customer, using data to help the employees to
make better decisions, being digital to the core, and continuously
experimenting to improve. One of the initiatives that the bank imple-
mented was to experiment with agile workspaces by creating what is
known as JoySpace, enabling the employees to work in squads for
better collaboration and ideation, breaking down silos, and focusing

relentlessly on the customer (DBS 2022).

Conclusion

MIT SMR released a profound leadership resource that illuminates what
it takes to lead in 2020. “The New Leadership Playbook for the Dig-
ital Age” report summarizes findings from the comprehensive SMR—
Cognizant’s “2020 Future of Leadership Global Executive Study and
Research Project,” making the case that organizations must empower
leaders to change their ways of working to succeed in a new digital econ-
omy of the Fourth Industrial Revolution (Bawany 2020).

The objective of the research is straightforward: to explore how
the changing nature of competition, work, and society is influenc-
ing the future of leadership. The authors surveyed 4,394 global leaders
from more than 120 countries, conducted 27 executive interviews, and
facilitated focus-group exchanges with next-gen leaders worldwide. The

findings are as sobering as they are inspiring. They serve as a warning for
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today’s leaders, as well as an invitation to reimagine leadership for the new
economy. Reliance on antiquated and ineffective leadership approaches
by the current generation of leaders is undermining organizational per-
formance. Today’s trailblazing leaders increasingly recognize that to
transform their organizations credibly, they must credibly transform

themselves first and their teams (Ready et al. 2020).



CHAPTER 8

Coaching and Development
of “Disruptive Leaders”

Introduction: Who Are the “Disruptive Leaders”?

What does it mean to be a “disruptive leader,” also known at times as a
“disruptive digital leader”? Is it a title reserved only for leaders of technol-
ogy giants or businesses with seemingly bottomless budgets? The truth is
that any business can excel in digital leadership, regardless of its size or
budget. But doing so requires more than just savvy I'T leaders. It requires
leaders across the business who understand why digital technology is
essential and how to use it.

Disruptive leaders demonstrate innovative thinking and experimenta-
tion to keep the business agile. Their ability to disrupt the status quo or
challenge conventional wisdom and discover creative possibilities is one of
the driving factors behind an organization’s ability to transform by chang-
ing its business model and generating new opportunities for growth in
the VUCA and digital-driven business environment (Gibson, West, and
Pastrovich 2020).

Disruptive leaders don’t change for the sake of change. It’s about incor-
porating change into the modus operandi of the organization, which, of
course, is easier said than done. The ideal disruptive leader doesn’t need
to talk about disruption because it’s practically how they get things done.
Disruptive leaders engage and empower their high-performance team,
coach, and guide them along the way, and at the same time stay focused
on the mission of the transformation agenda. It is the quickest and most
effective way to jump-start ideas and behaviors that drive innovation
at the workplace, which gives a much-needed sustainable competitive
advantage to the organization.

The founder and CEO of Virgin Group, Sir Richard Branson, is

an excellent example of a disruptive leader. He disrupts every market
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he enters. Simultaneously, he works toward building trust with both his
customers and employees by adopting the “Employee First Philosophy”
(Bawany 2015a), where he put staff first, customer second, and share-
holders third, effectively; in the end, the shareholders do well, and the
customers do better. As a result, the staff is rewarded and happy (Mistry
2017). Branson inspires inventive and unconventional action, and his
excitement is contagious. Above all else, the Virgin Group founder thinks
that leaders need to know how to listen. “Listening is one of the most

important skills that anyone can have,” he says.

Thacs a very Virgin trait. Listening enables us to learn from each
other, from the marketplace, and from the mistake that must be
made to get anywhere that is original and disruptive. I learn so

much from guests and employees that way. (Clarkson 2017)

Disruptive leaders empower their team members in the processes,
maintaining transparency and allowing for timelier decision making.
Such leaders demonstrate a leadership style where they expect the unex-
pected and thrive with the highest levels of uncertainty, being ideal for
guiding the team and transmitting calm and trust. One such prominent
disruptive leader, known for his creative vision and entrepreneurial skills,
was the late Steve Jobs. He was responsible for the success of the company
he cofounded, Apple Inc. Jobs was known for being the first one to voice
harsh criticism and practice that he defended based on his drive for the
results of his team. Jobs could be incredibly demanding of those who
worked for him. Yet there are many unpleasant bosses in the world. Jobs
was different because he was compelling, charismatic, and inspired people
to achieve great things. While Jobs was tough on people, he was fun to
work with, engaging, and engendered tremendous loyalty among those
who worked for him (Isaacson 2012).

According to research by global organizational consulting firm Korn
Ferry, corporate leadership is ill-prepared to meet the challenges of tomor-
row in the digital workplace; 67 percent of the investors included in its study
on “self-disruptive leaders” “believe that traditional leadership is not fit for
the future.” The study captured the sentiment of nearly 800 investors and
included a detailed analysis of more than 150,000 leaders (Korn Ferry 2019).
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The disruptive leader is continually looking for better solutions and
innovative or new ways to establish new systems and processes with the
view of making an impact on the business, without worrying about shak-
ing up things or experimenting with obtaining the necessary results. They
demonstrate learning agility where they continuously learn about and
stay abreast of digital trends, the implications of those trends for their
business, and how to leverage the new technologies. That doesn’t mean
they have to know the technical details of how the technology works, but
rather why it’s important and how to use it.

Disruptive leaders are facing an almost overwhelming task of restoring
confidence and respect in leadership and business during times of contin-
uous disruption and chaos at the workplace. They are being called upon
to guide organizations through times of turbulence and uncertainty, to
show the way forward, and to set an example during the implementation
of their organization’s transformation agenda in the face of an increasingly
disruptive digital-driven global economy in the era of the Fourth Indus-
trial Revolution (Industry 4.0).

They achieve results by aligning their teams to the organization’s
business strategy and goals. They are aware of the differences between
each of their team members, in the way they prefer to work and com-
municate across the diverse, multigenerational workforce. They make
decisions by managing effective stakeholder relationships with empathy
and social skills as well as creating a common understanding, a shared
sense of purpose, and a relentless commitment to action (Bawany
2019a).

Disruptive leaders can envision the future, motivate, inspire, and
engage their employees as well as be able to adapt to the changing needs
of both internal and external stakeholders (Bawany 2020).

Disruptive leaders who want to make a significant difference for
themselves and their organizations need to embrace new skills in today’s
increasingly disruptive competitive environment. While new behaviors
are essential, so are new mindsets. Leading disruptive innovation requires
a new set of assumptions, many of which are based on a personal sense
of humilitcy—the recognition that they don’t have all the answers and
that disruptive innovation is all about finding clarity through embracing

uncertainty (Wade, Tarling, and Neubauer 2017).
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Leading transformation is a challenge, and even the most effective
change agents have moments of struggle. When leading through times of
disruption, these leaders develop collaborative skills with different stake-
holders. Disruptive leaders need to consider what their stakeholders are
thinking and always feeling. Especially when the disruption is severe or
new, their team members will likely experience fear, anger, resentment,
and pessimism. These leaders can demonstrate empathy and active listen-
ing at the same time—a desire for genuine curiosity to understand and
have a trust-based open dialogue with these stakeholders, including their
team members, to address any issues they have and bring them along on
the digital transformation journey (Freakley 2019). It has often been said
that there is no leadership without followership. The best disruptive lead-
ers rely on their humility, authenticity, as well as emotional and social—
emotional intelligence to help motivate and inspire those around them.

In essence, the heart of the leadership challenge that confronts today’s
disruptive leaders is learning how to lead in situations of ever-greater vol-
atility and uncertainty in a globalized business environment. On top of
this, they need to deal with scale, complexity, and new organizational
forms that often break away from the traditional organizational models
and structures within which many have learned their “leadership trade”
(Bawany 2019a).

Disruptive Leadership Competencies

A survey of the current research and perspectives on high potentials who
could be disruptive leaders (e.g., Bawany 2015b, 2019a, 2020; Bolt and
Hagemann 2009; Campbell and Smith 2010; Chamorro-Premuzic,
Adler, and Kaiser 2017; Charan, Drotter, and Noel 2001; Corporate
Leadership Council 2005; Gallup 2018; Hagemann and Bawany 2016b;
Ready, Conger, and Hill 2010; Silzer and Church 2009), as well as similar
research on disruptive and digital leadership (e.g., Freakley 2019; Gibson,
West, and Pastrovich 2020; Harvard Business Review 2015; Korn Ferry
2019; Mortlock et al. 2019; Wade, Tarling, and Neubauer 2017), indi-
cates specific disruptive leadership qualities.

Leading in an era of constant disruption and times of crises would

require a distinct set of competencies and these include, but are not
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Disruptive Mentality (innovative-driven)

Visionary and Entrepreneurial Skills (creativity)

Cognitive Readiness and Critical Thinking (mental agility)
Resilience and Adaptability (change agility)

Empathy and Social Skills (people agility)

Driving for Success (results agility)

Figure 8.1 Competencies of the “disruptive digital leader”

limited to, a combination of variables such as visionary and entrepre-
neurial skills, innovation-driven mindset, and experimentation (disrup-
tive mentality), cognitive readiness and critical thinking (mental agility),
emotional resilience, empathy, and social skills (people agility), driving
for success (results agility), and resilience and adaptability (change agility)
(Bawany 2020) (see Figure 8.1).

Disruptive Mentality (Innovation Driven)

Disruptive leaders empower their employees to innovate and cocreate by
developing and providing the pathways for these employees to quickly
move concepts into experiments and learning or impact across the orga-
nization. Such leaders make innovation a priority and give employees and
teams the time and space to collaborate, experiment, and learn with new
digital tools like virtual reality, machine learning, and automation.

It also means allowing them to find creative ways to innovate and
provide support amid the COVID-19 crisis, as we have seen with several
distilleries and cosmetic companies worldwide that are innovating and
pivoting to produce hand sanitizers for their communities.

In a disruptive business environment, organizations must be able to
innovate faster than their competitors. Disruptive leaders would encour-
age innovation at the needed velocity by establishing a culture of innova-

tion and creativity. They visibly champion this belief at every level of the
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organization, actively role-modeling a culture that encourages risk-taking
and discovery. They encourage speed and embrace learning from inevita-
ble failures along the way, equipping themselves much better to succeed
in the digital world.

These leaders are open to new ideas with cognitive readiness and crit-
ical thinking skills and find ways to test theories, develop relationships
with others who are known for their innovation, and challenge them-
selves to view every problem from diverse perspectives. They are plugged
into emerging technologies, bravely experimenting and rapidly learn-
ing through what works and, just as importantly, what doesn’t. Their
innovative mindset is infectious, and they promote it throughout the
organization’s culture.

Disruptive leaders are not afraid to take risks or fail; without such
an attitude, innovation and progress are not possible. They create an
environment in which employees are allowed to fail and make mistakes
without repercussions. This encourages employees to experiment and
innovate and helps the company grow.

These leaders don’t just experiment with technology but are also
willing to try new management and leadership techniques. They realize
that part of a digital strategy is to change management methods. The
traditional hierarchical organizational structure, with the strict division
between boss and employee, is often obstructive to digital transforma-
tion. Digital teams should have the freedom to make decisions and to
organize themselves and their work independently. They are curious
and creative and operate well in ambiguous situations. They engage in
continuous experimentation and learn by listening to many and varied
voices, including those from the younger workforce by adopting reverse

mentoring.

Visionary and Entrepreneurial Skills

Vision is even more vital in turbulent times of digital transformation at
the workplace. When building a digital transformation strategy, disrup-
tive leaders sell the idea of the long-term benefits the new technologies
will bring. These leaders can envision where they want their organizations

to be so that they can better weather disruptive environmental changes
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such as economic downturns or new competition. They can make busi-
ness decisions to counter the turbulence while keeping the organization’s
vision in mind.

Vision is ultimately an action-oriented responsibility of a leader that
transcends articulating the desired outcome and communicating it to
others. It also includes translating that plan into action to accomplish
the desired result. They are also able to identify strategic issues, oppor-
tunities, and risks successfully. They communicate the links between the
organization’s strategy and the business unit’s goals. They generate and
communicate broad and compelling organizational direction, inspir-
ing others to pursue that same direction while also conveying a sense
of optimism (while grounded in reality) and enthusiasm about future
possibilities.

These disruptive leaders can not only create a compelling and
inspired vision or sense of core purpose and communicate it to the orga-
nization but also generate a sense of expectancy and optimism in others,
vibrantly recruiting support for the vision. When their team members
are provided with a compelling vision, they will have a clear sense of
direction and be empowered by the vision to make decisions. At the
same time, they are inspired to give their best in cooperation with their

colleagues entirely.

Cognitive Readiness and Critical Thinking (Mental Agility)

Mental agilitcy—they are excellent critical thinkers who are comfortable
with complexity, scrutinize problems, and make new connections.

The suite of cognitive readiness skills can be viewed as part of the
advanced thinking skills that make leaders ready to confront whatever
new and complex problems they might face. Cognitive readiness is the
mental preparation that leaders develop so that they, and their teams,
are prepared to face the ongoing dynamic, ill-defined, and unpredictable
challenges in the highly disruptive and VUCA-driven business environ-
ment. The cognitive readiness skills will develop, enhance, or sustain a
leader’s ability to navigate successfully in this new normal.

The EDA has identified the following seven key cognitive readiness
skills, collectively known as Paragon’ (Figure 8.2), which will develop,
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Mental Cognition

Recognize and regulate.
your thoughts and
‘emotions.

entionallControl

Communication |

| Manage and focus your
| inspire others to action
through impactful
communication

Adaptability Connect the dots and
I see the bigger picture
| Bewilingandableto
| change, with shifting.
| conditions

S
.
Problem Solving

| Use analytical
| andcritcalthinking to
| resolve a challenge:

Check your gut, but
don't et t rule your
mind

Figure 8.2 Paragon’ cognitive readiness competencies

enhance, or sustain a leader’s ability to navigate successfully in this new

normal (Hagemann and Bawany 2016b):

1. Mental cognition: Recognize and regulate your thoughts and emotions.
2. Attentional control: Manage and focus your attention.

3. Sensemaking: Connect the dots and see the bigger picture.

4. Intuition: Check your gut, but don't let it rule your mind.

5. Problem solving: Use analytical and creative methods to resolve a

challenge.

6. Adaprability: Be willing and able to change, with shifting conditions.
7. Communication: Inspire others to action; create fluid communica-

tion pathways.

The detailed descriptors of each of these seven cognitive readiness
competencies can be found in Table 8.1.

Overall, heightened cognitive readiness allows leaders to maintain a
better sense of self-control in stressful situations, which is crucial when

resolving complex problems and decision making.

Resilience and Adaptability (Change Agility)

To achieve achieving organizational high performance in an era of con-

stant disruption and crisis, both agility and resilience are important.
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Agility refers to the ability to make a rapid change and achieve
flexibility in various aspects of the operations, in response to changes or
disruptive events in the external environment. It can also be viewed as
the capacity for responding with speed and flexibly and decisively toward
anticipating, initiating, and taking advantage of opportunities and avoid-
ing any negative consequences of change.

Resilience refers to the ability to anticipate, prepare for, and recover
from disasters, emergencies, and other disruptions and protect and
enhance workforce and customer engagement, supply network and finan-
cial performance, organizational productivity, and community well-being
when disruption occurs. It can also be viewed as the capacity for resisting,
absorbing, and responding, even reinventing, if necessary, in response to
fast and/or disruptive change that cannot be avoided such as “black swan”
events (Taleb 2007).

Change agility—they are curious, like to experiment, and can
effectively deal with the discomfort of change.

While resilience is the ability to quickly recover from any difficuldies,
adaptability is taking those same difficult situations and adjusting to
them, accordingly, creating a positive outcome. Being adaptable means
the leader is able or willing to change to suit different conditions. If the
leader is resilient, then he or she will be able to withstand or recover
quickly from unexpected or difficult conditions, adapting to (and often
enjoying) change regularly.

‘The inability to develop or adapt was the most frequently cited reason
for career derailment among leaders. That’s because inflexible leaders
limit the adaptability of others. New initiatives may be halted or stifled.
Resistance to change may undermine critical projects or system-wide
implementation. Employee enthusiasm, cooperation, morale, and
creativity are jeopardized, making it more difficult to run a business or
organization. Agile leaders are, first and foremost, good learners; hence,
they have learning agility and are hyperaware. They scan internal and
external environments constantly to anticipate and navigate opportunities
and threats in a disruptive, digital environment. They take evidence-based
decisions, make use of data and information, and execute fast, often valu-
ing speed over perfection. Agile leaders engage with others, motivate, and

inspire them to achieve the desired results (Bawany 2020).
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In the VUCA-driven digital era, disruptive leaders can adapt to the
business and respond effectively to the ambiguity that is present in the
business environment. They can communicate across the organization
and move quickly to apply appropriate solutions to the pressing chal-
lenges at hand. They can manage the pressure and adapt to constant
changes and make decisions with agility.

Disruptive leaders can lead an agile transformation successfully by
adapting their leadership style and approach to managing their teams and
projects. The mindsets and skills they have carefully honed over years of
experience may not necessarily be relevant or sufficient to lead digitally
focused organizations. Hence, by evolving their ability to adapt, these
disruptive leaders can transform their organizations into agile enterprises
engineered for the digital economy.

Learning agility is the ability to incorporate new material quickly. It
also involves consistently upskilling self and team and leveraging digital
learning experiences and platforms. It has been found that the ability to
learn quickly and use that information in business is the strongest predic-
tor of success. Those with agility show strong leadership qualities.

Those with various abilities learn quickly from information and
experience, take risks, strive for growth, and exhibit resiliency. These
disruptive leaders absorb information through books and classes, peer
learning, action learning-based workplace projects, direct experience, and
reflections on past performances. Even failure can prove valuable to those
with agility because they grow and adapt quickly from their unsuccessful
experiences.

When examining organizations, such as DBS Bank, that have been
successful in their digital transformation, as we have seen in the earlier
chapter, these disruptive leaders can adapt successfully and transform
themselves by adopting new personal mindsets and behaviors. Although
it is not an easy task, they can change their mindset or adjust it to the new
context, which is an attribute of disruptive leaders.

Disruptive leaders who demonstrate resilience can withstand shocks,
manage complexity, are quick to learn, and are agile enough to recover
from tough times or times of crisis. Resilience can be viewed as the speed
and strength of one’s response to tragedy and adversity. These leaders

demonstrate the ability to lead when considerable ambiguity exists about
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the best way forward. They listen carefully to voices inside and outside the
company for new information that might require a change of direction,
and they think creatively about new ways of doing things.

They thrive in crises as they can balance their focus between the imme-
diate challenges of a dynamic situation and the need to anticipate midterm
disruptions. They are curious about issues that are emerging, in addition
to those that have emerged. This might involve running simulations to
identify how their business can anticipate potential challenges ahead.

Disruptive leaders act decisively and rapidly to institute revised
arrangements to prevent business disruption and potential business
failure. They don’t dwell on failure but rather acknowledge the situation,
learn from their mistakes, and move forward.

They can stay focused, productive, and energetic, despite the inevita-
ble chaos and change swirling around them. They are skilled in helping
their team to do the same for everyone, as well as the organization, to
succeed and thrive.

They have a habit of looking at stress as a challenge to overcome, and
this motivates them to address the causes of their stress in positive ways.
This active approach can be contrasted with a more common approach,
where stress is viewed as an unfortunate or even paralyzing force that
overwhelms rather than motivates.

These leaders accept challenges and work to overcome and even
master them. Even in intractable situations, they would work toward
exploring possibilities that do exist and pursue them. They are commit-
ted to an active, engaged outlook toward challenges, which motivates
them to actively attempt to influence their surroundings and to perse-
vere even when their attempts don't seem to be working out. Resilient
people are dedicated to finding that meaning—toward taking an active,

problem-solving approach to situations.

Empathy and Social Skills (People Agility)

People agility—they know themselves very well and can readily deal with
a wide variety of people and tough situations.
Teamwork and collaboration are significant for organizations to

embark on digital transformation. At a basic level, all employees, including
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leaders, must be able to develop a productive relationship to get along and
earn the support of supervisors and co-workers.

Emotional resilience allows an individual to remain comfortable
with the anxiety that often accompanies uncertainty and to think “out
of the box,” displaying on-the-job creativity and applying new ideas to
achieve results. Conversely, people who are uncomfortable with risk and
change may impact the organizational climate and undermine innovative
ideas or be slow to respond to a shift in the marketplace.

Emotional intelligence (EI) is the ability to manage ourselves and
our relationships effectively. It consists of four fundamental capabilities:
self-awareness, self-management, social awareness, and social skill. Each
capability, in turn, is composed of specific sets of competencies (Goleman
2000).

According to Goleman, social skill or relationship management is the
fourth EI component, which poses a more complex picture. In a funda-
mental sense, the effectiveness of our relationship skills hinges on our
ability to attune ourselves to or influence the emotions of another person.
That ability, in turn, builds on other domains of EI, particularly self-
management and social awareness. If we cannot control our emotional
outbursts or impulses and if we lack empathy, then it is less likely that we
will be effective in our relationships (Goleman 2000).

Disruptive leaders are those who are successful in assuming more sig-
nificant, more complex jobs as they are first able to manage themselves—
to handle increased pressure, deal constructively with adversity, and act
with dignity and integrity. Second, they can establish and maintain coop-
erative working relationships, build a broad network of contacts and form
alliances, and be influential and persuasive with a range of different stake-
holders involved in the implementation of digital transformation projects
as well as the management of crises at the workplace.

These skills can be improved further with proper executive develop-
ment support, including training and coaching (Bawany 2015b).

The next crucial disruptive digital leadership competency is that of
emotional and social intelligence (ESI). EI has become a major topic of
interest in organizations since the publication of a bestseller by the same
name in 1995 by Daniel Goleman (Goleman 1995). The early defini-

tions of social intelligence influenced the way EI was later conceptualized.
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Contemporary theorists like Peter Salovey and John Mayer originally
viewed EI as part of social intelligence (Salovey and Mayer 1990), which
suggests that both concepts are related and may, in all likelihood, repre-
sent interrelated components of the same construct.

Because individuals in organizations can rarely be successful alone,
they must influence, lead, and coordinate their efforts with others to
achieve their goals—to translate vision into action. A leader’s success
rests in large part upon the ability to influence and relate to the different
groups in the organization: the superiors, peers, and direct reports.

In 1998, in Working with Emotional Intelligence, author Daniel Gole-
man set out a framework of EI that reflects how an individual’s potential
for mastering the skills of self-awareness, self-management, social aware-
ness, and relationship management translates into on-the-job success for
a leader. This model is based on EI competencies that have been identified
in extensive published research on hundreds of corporations and organi-
zations as distinguishing outstanding performers (Goleman 1998).

Emotional competence is defined as “a learned capability based on
emotional intelligence that results in an outstanding performance at
work” (Goleman 1988). To be adept at an emotional competence like cus-
tomer service or conflict management requires an underlying ability in EI
fundamentals, specifically social awareness and relationship management.
However, emotional competencies are learned abilities: Having social
awareness or skill at managing relationships does not guarantee we have
mastered the additional learning required to handle a customer adeptly or
to resolve a conflict—ijust that a leader has the potential to become skilled

at these competencies.

The Emotional and Social Intelligence Leadership
Competency Framework

El is the capacity for recognizing our own feelings and those of others, for
motivating ourselves, and for managing emotions effectively in ourselves
and others. Emotional and social competency is a learned capacity, based
on EI, which contributes to effective performance at work.

ESI competencies are job skills that can, and indeed must, be learned.

An underlying EI ability is necessary, though not sufficient, to manifest
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competence in any one of the four EI domains or clusters (Goleman
2000). The competencies are classified into four clusters of distinct areas

of ability:

1. Self-awareness
2. Self-management
3. Social awareness

4. Relationship management

Nested within each of those four areas are specific, learned competen-
cies that set the best leaders and performers apart from the average (see
Figure 8.3).

The framework illustrates, for example, that we cannot demonstrate
the competencies of trustworthiness and conscientiousness without mas-
tery of the fundamental ability of self-management, or the competencies
of influence, communication, and conflict management, without a han-
dle on managing relationships.

Self-awareness concerns knowing one’s internal states, preferences,
resources, and intuitions. The self-awareness cluster contains three

competencies:

1. Emotional self-awareness: recognizing onc’s emotions and their
effects
2. Accurate self-assessment: knowing one’s strengths and limits

3. Self-confidence: a strong sense of one’s self-worth and capabilities

Personal Social

Self- Social
Awareness Awareness

Awareness

Emotional and Social
Intelligence
Self-

Management | Relationship

Management
(Social Skills)

Management

Figure 8.3 The Goleman emotional and social intelligence (ESI)
leadership competency framework
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Self-management refers to managing one’s internal states, impulses,

and resources. The self-management cluster contains six competencies:

A N W

. Emotional self-control: keeping disruptive emotions and impulses

in check

. Transparency: maintaining integrity and acting congruently with

one’s values

. Adaprability: flexibility in handling change
. Achievement: striving to improve or meet a standard of excellence

. Initiative: readiness to act on opportunities

. Optimism: persistence in pursuing goals despite obstacles and setbacks

Social awareness refers to how people handle relationships and aware-

ness of others’ feelings, needs, and concerns. The social awareness cluster

contains t/ﬂree competmcies:

1

2

3

ing

. Empathy: Sensing others’ feelings and perspectives and taking an

active interest in their concerns

. Organizational awareness: reading a group’s emotional currents and

power relationships

. Service orientation: anticipating, recognizing, and meeting customers’

needs

Relationship management concerns the skill or adeptness at induc-

desirable responses in others. The relationship management cluster

contains six competencies:

AN N W

. Developing others: sensing others’ development needs and bolster-

ing their abilities

. Inspirational leadership: inspiring and guiding individuals and

groups

. Change catalyst: initiating or managing change
. Influence: wielding effective tactics for persuasion
. Conflict management: negotiating and resolving disagreements

. Teamwork and collaboration: working with others toward shared

goals; creating group synergy in pursuing collective goals.
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Importance of Emotional Intelligence Skills in the
Digital-Driven Workplace

In a digital-driven workplace, artificial intelligence (Al), robots, and other
cognitive systems are being deployed across every industry, revolutioniz-
ing the world in which we work. The challenge is in how well humans are
being understood by these advanced technological systems and how well
they can be empathetic to individual customer journeys.

In today’s technologically driven world, “empathy” has become crucial
for disruptive leaders and employees alike, the primary reason being that
as technology takes an increasingly central place in all our lives, we've
become more aware of the importance of human touchpoints in deliver-
ing robust and meaningful customer experience.

For a company to provide exceptional customer service, employees
must first understand customers, their needs, and the context in which
they operate. If there is no empathy or understanding of a customer’s
needs, and no evidence that they are valued, they will never feel fully
engaged, regardless of the technology used to deliver and enable the
customer experience.

Disruptive leaders are those who successfully understand the impor-
tance of empathy and bring it directly to bear on the customer experience
journey. With so much competition and customer expectations at an all-
time high, these leaders can offer a tangible, emotional connection that
truly sets companies apart.

These leaders have been able to act with empathy and involve rele-
vant human touchpoints in the customer journey. They also leverage big
data analytics (a form of advanced analytics involving complex applica-
tions with elements such as predictive models, statistical algorichms, and
what-if analysis powered by high-performance analytics systems).

This would enable them to examine the information they have
available to develop a more holistic understanding of their clients and
prospects, as well as the pain points they can help alleviate. Such a level of
empathy and understanding cannot currently be reached without human
involvement.

However, technology can help in creating a holistic view of the customer,

servicing most customer requests automatically. One of the real benefits is
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that this frees employees to add higher value in addressing complex cus-

tomer requests and providing empathy when it is genuinely required.

Driving for Success (Results Agility)

Results agility—they deliver results in first-time situations by inspiring
teams; they exhibit the sort of presence that builds confidence in them-
selves and others.

Although organizations are grappling with the market disruptions
arising from digital transformation, results-driven disruptive leaders can
not only keep pace with the ever-changing business environment but
also ensure the successful adoption of digital solutions, achieving desired
outcomes, and aligning all employees to the established digital transfor-
mation imperatives with the set performance standards or KPIs.

Digital transformation is challenging how these disruptive leaders
interact, communicate, develop, and oversee the performances of their
people. It creates an environment of teamwork where people can contin-
uously learn, adopt, and adapt to digital systems. However, in the digital
era, the physical presence of leaders has been mostly substituted with a
virtual form of leadership owing to the networked organizational struc-
tures, thus further adding to the challenge of connecting emotionally and
establishing the much-desired interpersonal connection with the team
(Bawany 2020).

During the massive disruption caused by the COVID-19 pandemic
in early 2020, these disruptive leaders can change the hearts and minds of
the organization and help all employees see themselves in the new digital
version of the company in the aftermath of the COVID-19 crisis. As a
result, they can drive lasting change and develop the desired transforma-
tion culture despite the unprecedented crisis.

Results-driven disruptive leaders can seize the opportunity to set an
example by embracing the current situation as an opportunity to reinvent
themselves as digitally aware leaders and help their teams see the opportu-
nity amid the chaos (Bawany 2019a). Amid the crisis, disruptive leaders,
when presented with unique challenges, will seize the opportunities—
to leverage technology to unlock new opportunities around customer

experiences, products, and operations.
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From a talent management perspective, the organization must iden-
tify potential leaders who are future leaders. They are likely to stay in the
long term and add value as well as make a significant contribution to the
organization. Thus, another attribute of disruptive leaders is that they
should feel a sense of engagement toward the organization and remain
committed to its mission and values. This is particularly important in this
digital age when marketable employees typically have much better career
opportunities and are thus less likely to stay with a single organization
throughout their working life.

Employee engagement and retention are a constant struggle for busi-
nesses all over the world. In fact, according to data from Gallup, “87%
of employees worldwide are not engaged.” An engaged employee is more
likely to stay with an organization, produce a strong performance as a
leader, and inspire others to action than a disengaged one (Gallup 2018).

Some of the hallmarks of engaged disruptive leaders to look for
when assessing potential leadership candidates include how enthusias-
tic they are about the industry their company serves, as leaders set the
tone for their teams. Their enthusiasm or reticence will thus spread to
others quickly, affecting performance. The other attribute includes how
often they go above and beyond the minimum requirements of their job
because engaged employees will volunteer to be part of task forces and
projects and work harder and take ownership of their work to make sure
it is completed in the right way the first time and has achieved the desired
results and met or exceeded the set performance standards or KPI. Highly
engaged, disruptive leaders aren’t just productive—they show everyone
around them the best traits of themselves, inspiring others to be more

productive as well.

The Results-Based Leadership Framework

There is currently extensive published research on the direct link between
leadership effectiveness and sustained organizational performance.
Hence, the development of the disruptive leader’s capability should be
of primary concern for all organizations operating in Industry 4.0, since
the contribution and motivation of the employees are key to achieving

the organizational goals and objectives. While all organization needs
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financial resource, technical and professional knowledge and expertise,
relevant systems, and processes, success cannot be assured and sustained
unless the leaders can utilize these resources creatively and effectively.
Arguably, the organizations that are best placed to survive and thrive in
the disruptive business environment of Industry 4.0 are those which have
a strong focus on leadership development practices and a good under-
standing of what effective leadership means to them (Bawany 2020).

Disruptive leaders must focus on effectively engaging all stakehold-
ers, in particular, the employees, in delivering sustainable results for their
organization. In the era of the Industry 4.0 workplace and at a time of
continued significant transition and challenge, leaders at all levels will
have a responsibility to ensure that the organization’s mission and purpose
are at the heart of what they do.

The concept of “engagement” can be defined in many ways. Essentially,
engagement is a measure of how an organization values its employees and
how employees value their organization and recognize that every individ-
ual is at liberty to decide whether to do the minimum required of them
or to do more. Engagement can also be taken to represent the degree of
empowerment to which staff are involved in decision making and/or the
openness and perceived effectiveness of communication. Hence, leaders
at all levels have a key role in cultivating a strong culture of engagement.
This, in essence, is the foundation of the “results-based leadership” (RBL)
framework for a digital-driven organization (see Figure 8.4).

Step I: The basic premise of the RBL framework is that a highly effec-
tive transformational disruptive digital leader would start with a strong
sense of self-leadership, in particular, developing a high level of self-
awareness of his or her strengths and area of development in the crucial
competencies for a disruptive digital leader as discussed in the preceding
chapter. These include but are not necessarily limited to agility, adaptabil-
ity, emotional resilience and social skills, empathy, cognitive readiness,
critical thinking, driving for results, innovativeness, and resilience. Next,
he or she needs to lead and engage the team by coaching them to success
by adopting the proven SCORE™ High-Performance Team Framework,
which could be found in Chapter 9.

Step 2: Organizational climate (sometimes known as corporate

climate) simply refers to how employees feel about working in the
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Figure 8.4 The results-based leadership (RBL) framework

organization. Organizational climate is the process of quantifying the
culture of an organization. It is a set of properties of the work environ-
ment, perceived directly or indirectly by the employees, that is assumed
to be a major force in influencing employee behavior and engagement.
By implementing step 1 effectively along with the relevant contempo-
rary human resource practices such as flexible work arrangements like
“work from anywhere” (WFA) including workplace flexibility, flexible
work hours, telecommuting, and “work from home,” the leader will
create an organizational climate of an open trust-based partnership
between themselves and the employees who will be highly engaged and
would want to remain in the organization, especially those who have
highly marketable talent.

Step 3: The level of employee engagement is dependent on the
organizational climate. Employees who are engaged and motivated are
instrumental in delivering the required customer service experience for
the client, which will result in customer engagement and retention. Con-
sequently, engaged employees will result in employee loyalty, which will
reduce the attrition rate and the operating costs of hiring new staff.

Step 4: Employees who feel fully committed to the organization for
which they work take great pride in doing their job. They do more than is
expected of them and go that extra mile. In so doing, engaged employees,
in particular, the frontline service staff or customer-interfacing employ-

ees, will have an impact and inevitably influence the buying behaviors of
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the customers. The excitement of an engaged employee is contagious and
cannot help but rub off on the customer.

Step 5: The digital business KPIs or metrics of success for the high-
performance digital organization differ for each organization. They
may include percentage of digital customer interactions, percentage of
marketing spend that is digital, and percentage of revenue through digital
channels among others.

However, one of the factors driving profitability and efficiency is the
level of customer engagement or loyalty, since the cost of acquisition of
new customers is reduced significantly. Loyalty is a direct result of cus-
tomer satisfaction. Satisfaction is largely influenced by the value of services
provided to customers. Value is created by satisfied, loyal, and productive
employees, especially customer-interfacing service employees. Employee
satisfaction, in turn, results primarily from the internal high-quality sup-
port services and organizational policies that enable the frontline team to
deliver excellent service to customers.

Managers often fail to appreciate how profoundly the organizational
climate can influence financial results. It can account for nearly a third
of financial performance (Goleman 2000). Organizational climate, in
turn, is influenced by leadership style and by the way or manner in which
the leader motivates direct reports, gathers and uses information, makes
decisions, manages change initiatives, and handles crises.

The fundamentals remain that all organizations, including those
digitally driven, need to continuously deliver service value and build
good customer relationships to generate sustainable results through their
satisfied and loyal customers. Employees being at the forefront of the
service delivery chain hold the key to building this satisfied and loyal

customer base.

Importance of Communication Skills for
Disruptive Leaders

Developing excellent communication skills is essential to effective dis-
ruptive leadership. The leader must be able to share knowledge and
ideas to transmit a sense of urgency and enthusiasm to others during the

implementation of digital transformation initiatives. If a leader can’t get
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a message across clearly and motivate others to act on it, then having a
message doesn’t even matter. Disruptive leadership also means commu-
nicating with others, so they are influenced and motivated to perform
actions that further common goals and lead toward desired outcomes.

Communication is the key to driving successful digital transforma-
tion in the workplace. It helps disruptive leaders connect with employees,
keep the workforce abreast of changes so they can move with them, and
empowers staff to adapt and learn to stay current and focused. A successful
disruptive leader must also bear in mind that while technology is import-
ant, the people part of the transformation is just as crucial. They can
better impact and influence their team members if they possess excellent
communication skills and avoid possible conflicts. Communication is the
key to generating workforce willingness. It is the lever that helps leaders
change beliefs, cultivate understanding, and create buy-in. In successful
transformations, leaders connect with and gain the full support of the
workforce with authentic, compelling, and consistent communication.

To achieve extraordinary success in leadership, the digital leader not
only needs a clear vision of the digital transformational goals and objec-
tives but also to know how to communicate these objectives to team
members and other stakeholders. Hence, effective communication is an
essential element of leadership. Disruptive leaders are communication
champions who inspire and unite people around a common sense of
purpose and identity. They lead strategic conversations that get people
talking across boundaries about the vision, key strategic themes, and the
values that can help the group or organization achieve desired outcomes
(Bawany 2014f).

The strategic conversation is communication that takes place across
boundaries and hierarchical levels about the group or organization’s
vision, critical strategic themes, and values that can help achieve desired
outcomes. This is achieved by actively listening to others to under-
stand their attitudes and values, needs, personal goals, and desires, as
well as selecting the right communication channels and facilitating dia-
logue. Inspiring someone without effective communication is almost
impossible.

Leaders must keep in mind that all good organizations achieve their

goals through effective communication at all levels of the organization. To
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achieve this, they have an organized system of communicating at different
levels of the organization.

As technology continues to disrupt the workplace, one of the key
factors that would impact the success of the digital transformation is
the talented employees, including the leaders, who can use existing dig-
ital technologies and adapt to evolving methods and new approaches.
Without them, organizations will struggle to benefit as they should from
the latest advances in Industry 4.0—everything from robots to Al, data
science, virtual reality, blockchain technologies, cloud computing, the
Internet of Things, and new digital business models.

Even if the technologies themselves are evolving and relatively casily
acquired and deployed, having the right team of disruptive leaders who can
lead the digital transformation implementation successfully will be scarce.
Digitally talented people are already so highly in demand that many large,
traditional companies must reinvent themselves to attract them.

Organizations should respond to this challenge by building new pools
of skilled digital talent. To do so, they must identify the skills and accri-
butes of these high-potential employees and assess and develop them into
disruptive leaders who will lead successful digital transformation initia-
tives (Bawany 2020).

Importance of Empathy as Competency for
Disruptive Leaders

In Industry 4.0, advanced technologies such as Al, robotics, cobots, and
robotic process automation (RPA) have gained a rapidly expanding
foothold in the workplace, faster than many organizations ever expected.
Leading companies are recognizing that these technologies are most
effective when they complement humans, not replace them.

As these technologies permeate the workplace, cognitive readiness
competencies such as critical thinking, creativity, problem solving, and
emotional and social intelligence gain in importance. One of the critical
ESI skills that a leader needs to demonstrate in the digital-driven work-
place is empathy (Bawany 2019a).

Empathy is a competence that gives people an astute awareness of

others’ emotions, concerns, and needs. The empathic individual can read
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emotional currents, picking up on nonverbal cues such as tone of voice or
facial expression (Goleman 2000).

As companies increasingly embark on digital transformation at the
workplace with the deployment of technology solutions to drive innova-
tion, customer satisfaction, productivity, and revenue as well as profitabil-
ity, the potential risk of losing touch with the employees grows hence this
will impact the open and trust-based partnership between them and the
leaders. Trust is most fragile during times of organizational change and
transformation. Empathy builds trust and respect, which is crucial for
digital transformation initiatives.

In crafting the organization’s digital transformation strategy, leaders
need to be able to identify and communicate the pain points that organi-
zations are struggling with the various stakeholders including customers
and internal employees and define actionable solutions. Disruptive lead-
ers need to understand developing technologies, and their impact on the
business, as well as gaps that exist in the organization to achieve its digital
transformation objectives. Once again, the leaders must demonstrate at all
times empathy, honesty, and open communication during the entire trans-
formation journey, especially when facing challenging situations such as
managing layoffs, resulting from transformation efforts, with both “orga-
nizational justice” (refers to employee perceptions of fairness in the work-
place) and “procedural justice” (refers to employee perceptions of fairness
of processes used to reach specific outcomes or decisions and how the deci-
sion is being communicated including transparency and mutual respect).

Empathy could also be viewed as demonstrating the ability to sense
others’ feelings and how they see things as well as taking an active interest
in their concerns. A leader picks up cues to what’s being felt and thought
by listening attentively to understand the other person’s point of view, the
terms in which they think about what’s going on (Bawany 2019a).

For example, in the healthcare industry, empathy and the jobs
connected with it will be valued more and more in the future. It makes
complete sense. Automation, robots, and Al will perform certain cogni-
tive tasks brilliantly to the extent that humans will not be able to compete.
Where could humans have a chance? Although Al will perform diagnostic
tasks or robots might be able to do surgeries, could they talk to a patient

with empathy about the risks and consequences of an operation?
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Moreover, as digital health simplifies administration and cuts down on
monotonous tasks, the workload of doctors and nurses will be reduced,
so they will be able to concentrate on what matters: healing the patient
and guiding him through the entire process with care. It is believed that,
eventually, Al would be able to mimic even such soft skills but as we are
social beings, we will always need the human touch.

Many leaders and managers vaguely understand the impact empathy
has on leadership effectiveness. One of the reasons, we have found, is that
very few of them have been trained or taught how to cultivate empathy in
their lives and work as a daily practice (Bawany 2017).

Empathetic leaders put themselves in their followers' shoes and
attempt to see things from their perspective. Empathy doesnt mean
agreeing with someone. Empathy is not sympathy. Empathy doesn’t mean
telling them that they are right or even addressing their concern. Demon-
strating empathy shows that you care enough to give someone else’s issue
the same level of respect and attention they do.

Empathy can also be seen as demonstrating active concern for peo-
ple and their needs by forming close and supportive relationships with
others. Leaders who lack empathy may be perceived by others as cold,
uncaring, and having little interest in them as people. Leaders who score
high on this competency work to develop close bonds with others. They
spend time getting to know people and can give their colleagues the
feeling that they are personally involved with them. They tend to empha-
size the importance of being generous and kind and displaying a sincere
interest in the well-being of others. If carried to extremes, however, this
closeness may cloud a leader’s objectivity and result in decisions that do
not properly consider the organization’s best interests. Hence it would be
crucial for the leader to bear in mind the saying “familiarity breeds con-
tempt” (Bawany 2019a).

Organizations would need to incorporate a different form of devel-
opment activities for their disruptive digital leaders, which are likely
to include executive coaching, mentoring and action learning work-
place projects, stretch assignments, and executive education. Other
development activities include psychometric assessments and managerial
coaching and performance feedback, and customized leadership master-

class training programs. All these activities have strong developmental
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value as components of an overall executive leadership development strat-
egy. Additionally, the organization needs to ensure that these leaders are
also equipped with cognitive readiness skills and ESI competencies needed
for sustained success and effectiveness in a disruptive and digital-driven

environment and workplace (Bawany 2019a).

Case Study of the Importance of Empathy in Disruptive
Leadership: Satya Nadella, CEO of Microsoft

== Microsoft

In today’s hypercompetitive, disruptive VUCA-driven business envi-
ronment, we need a new breed of CEOs and business leaders who are
defined less by commanding and controlling or autocratic/coercive and
pacesetting leadership styles, rather more by inspiring and empowering,
or authoritative/visionary and coaching leadership styles (Bawany 2017).

A good example of a leader that demonstrates this approach effec-
tively and successfully is Satya Nadella. He became CEO of Microsoft in
February 2014 and in less than four years he transformed the company’s
culture into a more empathic one that opened new possibilities not only
for learning and cooperation, but also for innovation and understanding
customers’ needs (Bawany 2020).

This cultural shift concerned both employees™ inclusion, by hiring
a diverse workforce, and customers’ inclusion, by providing products
and services and by developing inspiring technologies allowing disabled
customers to have accessible experiences.

Unlike his predecessor, the notoriously combative Steve Ballmer,
Nadella has dramatically revived Microsoft’s reputation and its relevance
by emphasizing collaboration and what he calls a “learn-it-all” culture
versus the company’s historical know-it-all one. As Fast Company’s senior
editor Harry McCracken explains in “Microsoft Rewrites the Code,” the
results have been eye-popping: more than $250 billion in market value

gains in less than four years—a feat that, quantitatively, puts Nadella in



210 LEADERSHIP IN DISRUPTIVE TIMES, SECOND EDITION

the league of Jeff Bezos of Amazon, Tim Cook of Apple, Larry Page of
Google, and Mark Zuckerberg of Facebook (McCracken 2017).

Nadella demonstrates ontological humility: When a few months into
his tenure, he made a major faux pas at a conference for women engineers
that spawned a wave of criticism. He owned the mistake and admitted to
biases that he hadn't realized. The episode ended up building his credibil-
ity in the long run (Bawany 2019a).

Nadella’s leadership style is to emphasize what’s been done right. He
starts each senior leadership meeting with a segment called “Researcher
of the Amazing,” showcasing something inspiring at the company, and by
doing so he created an organizational climate of trust-based partnership
with his team of co-leaders.

Nadella is a strong believer in talent management and has been per-
sonally involved in the recruitment of new talent into the company. He
has emphasized the importance of an outsider’s perspective in steering the
organization to greater heights. He has put even more focus on unleashing
the potential within the leadership team, including high-potential lead-
ers. He has created a high-performance-driven culture with his empower-
ing and coaching style of leadership, which relies on managerial coaching
as an organizational development tool. He also believes that resistance to
change is a behavior, rather than a fixed personality trait, and that can be
addressed with coaching (Bawany 2019a).

The skills and behaviors mentioned above clearly contributed to the
foundations of Nadella’s inclusive leadership style.

In his memoir, Hit Refresh: The Quest to Rediscover Microsoft's Soul and
Imagine a Better Future for Everyone published in 2017, Nadella says his
highest priority is renewing the company culture with “a growing sense
of empathy.”

In addition to confidence, a CEO must have empathy, Nadella said.
This is a quality one doesn’t typically see on a list of top CEO charac-
ter traits. But in Nadella’s view, empathy is, among other things, a key
source of business innovation. He said that although many regard it as
a “soft skill,” not especially relevant to the “hard work of business,” it is
a wellspring for innovation since innovation comes from one’s ability to
grasp customers’ unmet, unarticulated needs (Nadella, Shaw, and Nichols
2017).
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He demonstrates empathy as he recognizes that his co-leaders’ and
employees’ perspectives are real and important to them. It may not be
real, or important, to him, but it is very real and important to them.
He gives it the same level of respect and attention they do. A leader’s
empathy for employees’ needs to become more creative; there is also a
need for them to have an in-depth understanding of customers require-
ments; collaboration with former competitors, the value of which may
have been underestimated previously; humility, by accepting errors, his
and his employees; and learning from them (Bawany 2020).

Nadella’s empathy was honed over years of experience as a father, both
to his first child, Zain, who was born with severe cerebral palsy, and to
a daughter with learning difficulties. These challenges helped Nadella
strengthen his empathy in the sense of the capacity of putting himself in
his children’s shoes and understand what their needs were; increase his
openness to collaboration, as it happened with regard to how his fam-
ily dealt with the situation, as well as with the supporting network of
therapists and parents of disabled children around him; and develop his
humility, by accompanying his children in their lifelong struggle with
disability, made of achievements and failures (Nadella, Shaw, and Nichols
2017).

He believes human beings are wired to have empathy, and that’s
essential not only for creating harmony at work but also for making prod-
ucts that will resonate. “You have to be able to say, “Where is this person
coming from?”” he says. “What makes them tick? Why are they excited or
frustrated by something that is happening, whether it’s about computing
or beyond computing?” (McCracken 2017).

Conclusion

High-performing organizations (HPOs) exhibit a set of characteristics
that are available to almost every company, regardless of the industry and
scale of business.

HPOs operate as empowered networks, coordinated through cul-
ture, advanced digital technologies, and talent mobility (see Figure 8.5).
Leaders need to continuously challenge their mental models in their
efforts to build an HPO (Bawany 2018d).
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Figure 8.5 The high-performance organization (HPO) framework

HPOs are continuously focused on reinventing or redesigning the
organization itself, studying and developing new models. They also invest
considerable time, resources, and leadership commitment toward creating
and executing a digital strategy that incorporates emerging digital ecosys-
tems both inside and outside traditional industry boundaries to better
guide and shape decision making (Bawany 2020).

For those companies embarking on digital transformation, it would
be prudent for them to examine and benchmark every aspect of the
business, including strategy, structure, people, climate, and processes,
and take steps to bring their organizations in line with the digital-driven
high-performance profile.

Leading an HPO in an increasingly VUCA-driven and disruptive
business environment and workplace requires leaders to leverage their
suite of disruptive leadership skills. This will enable the leader to con-
nect emotionally with the team members to understand them better and
ensure they always feel confident in what they are doing. The leader does
not just feel for their people, they feel with them.

Leveraging of Coaching for the Development of
“Disruptive Leaders”

Today’s dramatically changing work environment demands that organiza-

tions continuously ensure that there is a robust leadership pipeline ready
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to be deployed now and in the future. Identifying, assessing, selecting, and
developing future leaders is, therefore, the critical strategic objective for
ensuring a sustainable, competitive organization. The business case for doing
so is clear as supported by extensive published research (Bawany 2019a).
The high impact and cost of a new leader derailing within the first
year are staggering. As Michael Watkins (2003) states in his book 7he First
90 Days, “studies have found that more than 40 to 50 percent of senior
outside hires fail to achieve results” (p. 8). The reason for most of these
failures is primarily not due to the lack of intelligence (IQ), ESI skills
(EQ), or experience, but rather the inability of these executives to assim-
ilate effectively into the new culture or new role and make the necessary
“mindset shift” as they go through fundamental changes in roles.
Developing future leaders requires alignment between the achieve-
ment of business goals and leaders’ skills to drive the achievement of those
goals. To accomplish this, the organization needs to start with the cre-
ation of a business strategy, followed by a leadership strategy, followed
by a leadership development strategy (Bawany 2019a). It is important to

know the distinctions:

Business strategy: The roadmap for achieving the organization’s business
goals

Leadership strategy: The organization’s plan for assigning leaders to key
job roles by defining the relevant competencies including skills,
knowledge, and experiences required to achieve the organization’s
desired current and future business goals

Leadership development strategy: The organization’s plan for the devel-
opment of current and future leaders at all levels to ensure that
they, individually and collectively, have the crucial and relevant
competencies and skills to lead and drive the organization’s strategy

successfully now and in the future.

The Background of Coaching as a Leadership
Developmental Tool

The history of coaching can be traced back as far as Socrates (427 BC
to 347 BC). Socrates suggested that people learn best when they take
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personal responsibility and ownership of a given situation (Edwards
2003). The word “coach,” however, originates from “Kocs,” a village in
Hungary, where high-quality carriages were produced. In the 19th cen-
tury, English university students began to use this word as slang for tutors
that helped them through their academic careers. They said they were in
a carriage driven by their tutor (Wilson 2004).

Coaching first appeared in management literature in the 1950s.
Managers began using coaching since it was understood that a manager
was responsible for improving subordinates’ performance through a sort
of master—apprentice relationship. Coaching, at that time, often took the
form of the manager supporting the development of their employees. In the
mid-1970s, sports coaching was starting to make its way and being trans-
lated into the managerial situation. Since the 1980s, coaching has been pre-
sented as a training technique in the context of management development.
Coaching literature nowadays makes a connection with mentoring, career
development, management development over a long period, and generat-
ing team and individual performance (Evered and Selman 1989).

Athletes and actors have known the value of coaching for many years
(King and Eaton 1999). As O’Shaughnessy (2001, 194) expressed, “as
anyone who has watched a superbly-fought tennis match will testify, it is
often down to how the contestants play a couple of crucial points.” One
might even say minimal differences in performance are of crucial impor-
tance in defining how someone’s career will plan out.

In today’s competitive world, no athlete should assume that it is pos-
sible to make it to the top without world-class coaching support (Burdett
1998). Mike Powell, an American long jump champion, gave credit for
his achievements in the long jump event to a five-year scientific train-
ing plan, designed by his coach, Randy Huntington (Liu, Srivastava, and
Woo 1998).

It is suggested that what is true in sports in general is also true in
business (O’Shaughnessy 2001). In sports as well as in more conven-
tional organizational models, individual excellence and teamwork are
equally important. Teamwork is just as important as individual excel-
lence since it is the ability to move beyond one’s ego, showing a will-
ingness to put the needs of the organization above personal gain, and a

desire to win.
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Today, business takes place in a highly competitive international
arena, and the only way for companies to become successful is to push
themselves to the very edge of their capability. There is only so much
an organization can do productively, when downsizing or rightsizing,
restructuring, focusing on the core business, and the like; ultimately the
success of the organization depends on the people within it—building a
winning team. As a result, coaching has become a secret weapon for many
organizations (Burdett 1998).

According to Parsloe and Wray (2000, 41), coaching can be defined

as follows:

Coaching is a process that enables learning and development to
occur and thus performance to improve. To be a successful coach
requires knowledge and understanding of the process as the vari-
ety of styles, skills, and techniques that are appropriate to the con-

text in which the coaching takes place.

The Differences Between Managing, Coaching,
Mentoring, Consulting, and Training

Managing, coaching, mentoring, consulting, and training are all related,
and sometimes overlap. However, at their foundation, they are distinct in
their focus.

A manager’s primary attention is to achieve specific organizational
results; this has been so for a long time (and will continue to be in this
era of Industry 4.0). This would involve maximizing the output of the
organization through administrative implementation through their direct
reports by planning, organizing, staffing, directing (leading), and con-
trolling. To that end, they may direct and/or develop those direct reports
through developmental performance feedback and may use coaching
skills (Bawany 2018c, 2019a).

A professional coach’s primary attention is to tap into the client’s
(also known as the “coachee”) own vision, wisdom, and directed action
in service of the client’s self-identified agenda which often focuses on
their professional endeavors. Today, coaching is rapidly being recognized

as one of the best strategic weapons a company can have in its arsenal
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for improving business performance. It is therefore important to create
a coaching environment that is founded on trust because on a normal
working day, the executive works in a fast-paced, complex, and pressured
environment and there is little time to sit back and reflect on the range of
issues facing him or her (Bawany 2014c, 2018h).

A mentor’s primary role is to help the mentee learn, much of which
is enabled by the mentor guiding the mentee into learning situations and
then helping them to reflect on and consolidate the learning (Bawany
2020). Mentoring is often thought of as a partnership largely because
there are obligations, implicit or otherwise, that each party takes on and
the key to a successful mentee—mentor relationship is to be aware of each
other’s obligations and take them seriously (Bawany 2014e).

A consultant’s primary attention is to achieve organizational results
(often large systems change) through the application of specific expertise.
An external consultant is a professional contracted by the organization to
conduct the evaluation or analyze specific organizational or business chal-
lenges and develop and implement the recommended plan of action as
outlined in the agreed terms of reference (Bawany 2020). Consultants may
or may not also be charged with transferring knowledge or skill sets to their
clients through coaching or training. Consulting projects are often done in
teams and can focus on a variety of areas, including strategy and technol-
ogy implementations in digital transformation projects (Bawany 2019a).

A training and development professional’s primary attention is to
ensure the successful transfer of specific information or skills to their cli-
ents. Training is an organizational development tool aimed at enhancing
the performance of individuals and groups in an organizational setting
(Bawany 2020). It is a combined role often called “human resources
development” (HRD) meaning the development of “human” resources
to remain competitive in the marketplace. Training focuses on upskilling
(refers to retraining employees with new skills in their current roles) or
reskilling (refers to training employees with new skills to upgrade their
expertise and capabilities to prepare them for different roles and respon-
sibilities). Both are crucial: As technology and digitalization impact the
future of work, some jobs are going to become less relevant while others
are going to suddenly become crucial. The trainer may well use a coactive

approach, facilitation, and coaching skills (Bawany 2019a).
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“Reverse Mentoring” in a
Multigenerational Workplace

Changing demographics and diversity as one of the megatrends of dis-
ruption discussed earlier in the book would require adaptive methods
of operation. Reverse mentoring is demonstrating itself as an efficient
tool for navigating biases, sharing knowledge, creating engagement, and
building intergenerational relations based on mutual acceptance and
trust. This helps to promote a more team-oriented environment, where
ideas and issues can be discussed openly. In this way, the adoption of
reverse mentoring assists in meeting the demands of not only the new
generation but everyone in this changing world of work.

Traditionally, many managers are in the position of providing lead-
ership to employees who have more expertise in key business processes
than they (the managers) do. As the future of work evolves in a multi-
generational workplace, managers including those from the generation of
baby boomers (born between 1946 and 1964) and Gen X (born between
1965 and 1980) are faced with increasing numbers of employees, in par-
ticular those from Gen Y or “millennials” (born between 1981 and 1994)
and Gen Z or “digital natives” (born between 1995 and 2010), whom
they must lead without an in-depth understanding of what these employ-
ees do. These younger generation employees are likely to be much more
resilient and resourceful than their colleagues from the older generations
(Bawany 2013; Bawany and Bawany 2015).

Managers need to let go of the traditional and outdated practice of try-
ing to be the expert—the person with the answers—and move to a position
of enabling the learning of their employees and creating a knowledge-shar-
ing culture both within their teams and across the larger organization.

Retaining the millennial talent and remaining to stay relevant to
younger consumets continue to be key challenges for many organizations
today. Leadership teams across various industries globally have found one
solution to address these challenges by implementing “reverse mento-
ring,” which is an organizational development practice where younger
employees (millennials and digital natives) are matched to executive
team members to mentor them on various topics of strategic and cultural

relevance (Jordan and Sorell 2019).
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While traditional mentoring has been around longer, reverse mentoring
is a relatively new concept. It was notably popularized by the legendary late
Jack Welch, former General Electric CEO and chairman back in the 1990s,
when he realized that many of the newer and younger employees had much
more expertise and knowledge about the newest technologies than their
managers, including himself. As a result, he had all managers seck out men-
tors from the pool of younger employees (Allen 2019).

The primary objective of reverse mentoring is to enable these senior
leaders to remain relevant with the emerging trends in the marketplace
possibly those related to technology and the desired preferences and
practices of the younger market segment in particular for those in the
fast-moving consumer goods industry. Organizations that embarked on
digital transformation are finding it of relevance as digital natives (as
mentors) are helping their senior leaders (as mentees) to increase their
technology skills (Bawany 2020).

The benefits for the younger mentor include exposing him or her
to other areas and departments in the organization and providing an
opportunity to expand his or her network, gaining access to the strategic
thinking of more experienced leaders, which in turn results in developing
greater insights into the organization’s strategy. As for the mentee (senior
leader) who is open and willing to shift his or her mental models, he or
she will be able to learn new skills and insights from the millennials and/
or the digital natives in their workforce. Sometimes these skills are tech-
nical, of course, but there are other aspects of younger mentors” mindsets
that can be leveraged too—new thinking, fresh perspective, and the sense
of optimism and energy they often bring to working on something they
are passionate about (Bawany 2020).

Mentoring can be an effective way to groom future leaders in com-
panies. Pairing a more-senior employee with someone new can speed up
the learning process and boost engagement. Research by the Centre for
Executive Education (CEE) found that over 90 percent of mentors and
mentees feel empowered by their mentoring relationships and have devel-
oped greater confidence (Centre for Executive Education 2020).

Reverse mentoring engages relatively junior employees in the
mentoring process, equips them with leadership skills, and gives visibility

and opportunities for further professional development. In reverse
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mentorship, a junior colleague mentors someone more senior or possibly
a senior leader. The goal is to help the more senior colleague develop new
skills and connect with the younger generation. This helps them gain new
insights and perspectives on ways to improve their business. In addition,
reverse mentoring also helps younger colleagues develop their skills and
confidence. The additional perspective from seeing through the eyes of a
different generation can be invaluable to their job and career.

The same research by the CEE (2020) unveiled that the younger gen-
eration may not be as experienced as their older counterparts, but they
can bring fresh new insight to problems or concepts that more-senior
leaders may not have thought of before.

‘This relationship aims to support the skill development of both col-
leagues. The junior team members also benefit from the knowledge and
experience of their more-senior mentees. It also helps them develop their
leadership skills.

In a traditional mentor—mentee relationship, the older and more
experienced person acts as a mentor. But in reverse mentoring, the expe-
rienced person is the mentee and is paired up with a younger mentor.
Its important to keep in mind that reverse mentoring doesn’t always
have to be based solely on age. Management level is also an important
consideration.

Reverse mentoring helps companies address skills gaps. It also helps
support efforts to upskill staff. This can help organizations stay competi-
tive and relevant in an ever-changing global market.

Reverse mentoring could potentially be a solution to address the
“Great Resignation” phenomenon. It refers to the higher-than-usual
number of disgruntled employees voluntarily leaving their jobs since late
2020 and early 2021 during the COVID-19 pandemic largely due to
unsatisfactory working conditions. Many of the younger employees feel
that the relationship can give leaders a fresh perspective on rising trends
in areas of technology or the future of work.

The other benefits that reverse mentoring offers include helping to
reduce generational prejudice as the CEE research has shown that inter-
generational prejudice can be a barrier to effective cooperation. Older
colleagues might view millennials as spoiled and entitled. And younger

team members may think baby boomers are resistant to change. With
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Gen Z entering the workforce in large numbers, additional generational
stereotypes are likely to form.

Reverse mentoring is not without challenges. First, the two parties
must sort out expectations about how the relationship will work and if
it will meet their respective needs. Importantly senior managers must be
open to new ideas and suggestions from someone with significantly less
experience.

The partnership must also reflect high levels of respect and low levels
of conflict. Senior managers must be open to feedback about how they
are seen at lower levels of the organization and the younger partner must
have the confidence needed to relay such information. To be a successful
mentor or mentee, both parties must be intentional in cultivating the
professional relationship. It is encouraged that senior leaders participat-
ing in such reverse mentoring program be open-minded and allow their
mentor—the up-and-coming leader—to drive the mentoring sessions.

The mentee (senior leader) needs to be vulnerable and authentic in
sharing their own experiences. They need to recognize that often the
unvarnished information that is necessary to move forward can be the
most difficult to get. CEE research has shown that through mentoring
relationships, senior leaders across various organizations are learning
more about their businesses and how they operate by being exposed to
different perspectives and experiences from the junior employees who are

their mentors (Bawany 2020).

Development of a Corporate-Wide Coaching Culture

Employees no longer expect company loyalty. Downsizing and layoffs
have taught them otherwise. These events have also taught employees that
they must be marketable at all times, and to be marketable they need
to continually develop their skills and knowledge. Organizations that
emphasize development are more likely to both attract and retain talented
employees and at the same time build the critical capabilities the employ-
ees need to achieve business results. As those closest to employees, man-
agers play a critical role in facilitating this development (Bawany 2019a).

Today’s workplace demands a change in the traditional manager’s

role. Thus, managerial coaching in organizations has been perceived as
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an important function of managers for the development and growth of
employees leading to performance improvement. Managerial coaching
has been given considerable attention in management and leadership
and has consistently shown to have an impact on the development of
high-performance organizations.

The current pace of change has resulted in the need for constant
learning on the job. The shelf life of many skills and much knowledge is
steadily decreasing. It used to be a common assumption that companies
could hire MBAs and other professionals to bring the necessary knowl-
edge into the organization. This is no longer true. Today, everyone needs
to be learning constantly, and organizations and their managers need to
be facilitating the learning process on the job.

According to the CEE,

managerial coaching is about developing and maximizing an indi-
vidual employee’s potential which will consequently impact posi-
tively on the organization’s performance. It is about more inquiry
(ask) and less advocacy (tell) which means helping that individual
to learn rather than teaching. Coaching sets out to embrace the
employee as an individual and understands the organizational
context in which the employee operates. It seeks to achieve align-
ment between the individual employee, team, and organizational
goals. (Bawany 2015d)

According to a landmark research by the International Coaching
Federation (ICF) in collaboration with Human Capital Institute (HCI)
published in 2014, more and more organizations have recognized the
value in building a culture of coaching that offers employees at all levels—
not just executives and managers—the opportunity to grow their skills,
enhance their value, and reach their professional goals. But not all coach-
ing is equal. To ensure successful results that go beyond skills training
and truly enable the company to increase employee engagement and
retention, the organization must develop a comprehensive coaching plan
that addresses both current and future needs. The challenge arises not
only in determining the types of coaching that will be most impactful

but also in attaining the internal buy-in and support for such a program.
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Fundamentally, a coaching culture is an organizational development
model that provides the structure that defines how the organization’s
members can best interact with their working environment and how the
best results are obtained and measured. Organizational culture provides
the stability and protocol for all interactions within the group. It serves as
a mechanism that defines the acceptable parameters of behavior (what we
do or say) and constraining activities to those that reinforce the espoused
values of the organization (Bawany 2019a).

Introducing coaching competencies into an organization is a very
powerful strategy to create an adaptive workplace culture committed to
the ongoing process of development and learning. Companies that have
developed a coaching culture report significantly reduced staff turnover,
increased productivity, and greater happiness and satisfaction at work.

There is a growing movement among organizations to develop a
coaching culture as more companies realize the advantages of such a
strategy. Once a luxury strictly for senior executives, coaching is now
being extended to employees at all levels of the organization for develop-
mental purposes through the managerial coaching approach, which will
be elaborated on later.

Coaching continues to become an increasingly popular focus in
business settings, underscoring the importance of exploring how organi-
zations are cultivating a coaching culture.

A coaching culture needs the disciplines of building a shared vision,
learning, and a desire for personal mastery to realize its potential. Build-
ing a shared vision fosters a commitment to the long term. Openness is
required by all to unearth shortcomings in present ways. Team learning
develops the skills of groups of people to look for the larger picture that
lies beyond individual perspectives. And personal mastery fosters personal

motivation to continually learn how our actions affect our world.

Conducting Managerial Coaching Conversations:

Leveraging on the “GROW?” Model

The original GROW model was developed in the United Kingdom by
three codevelopers: Alan Fine, Sir John Whitmore, and Graham Alexan-
der. The original material primarily consisted of the basic GROW model,
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which is an acronym for the four stages of an effective coaching conver-
sation. The model was the result of the collaborative efforts of all three
individuals, each having joint ownership and intellectual property rights
to the work.

For all the different versions of the GROW model, the first three

letters are the same:

“G”is the “Goal” in which the managerial coach is helping the coachee
(person or team member being coached) to articulate what he or
she is seeking to achieve.

“R” is the “Realities” where the coachee describes his or her current
situation in consideration of the context of the challenge to be
resolved or decision to be made.

“O” is the “Options” open to the coachee through a brainstorming
process with the managerial coach.

“W” is where the coachee identifies and selects one or more options
explored in the preceding phase and develops an action plan. This
phase has been interpreted differently by all three codevelopers
of the model. Whitmore defined it as “Will” (Whitmore 2002),
Alexander defined it as “Wrap-up” (Alexander and Renshaw 2005),
although he also used “Wrap-up/Way forward”—and Fine defined
it as “Way Forward” (Fine 2010).

Sir John Whitmore’s GROW Model

The GROW model is based on “The Inner Game” developed by Tim
Gallwey. The Inner Game is a proven method to overcome the self-
imposed obstacles that prevent an individual or team from accessing their
full potential. The Inner Game takes place within the mind of the player
and is played against such obstacles as fear, self-doubt, lapses in focus, and
limiting concepts or assumptions (Gallwey 2001).

Whitmore and Alexander brought the Inner Game to Europe,
with the blessing of Gallwey after they realized the value of the Inner
Game for leaders and managers of organizations. As pioneers of coach-
ing in the workplace, they spent much of the 1980s developing the

methodology, concepts, and techniques for performance improvement
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in organizations. Wanting to make a real difference to people, they
showed how it was possible to grow not just in performance but also
in learning and enjoyment. Individuals become more aware and more
responsible and gained a powerful sense of purpose in their work
(Whitmore 2002).

In 1986, the management consulting firm McKinsey became their
client. Many of the programs they ran for McKinsey included experi-
ential coaching work on tennis courts. The coaching was so successful
at improving performance and unlocking potential that McKinsey asked
them to come up with an underpinning framework of coaching—a model
on which to hang what was happening on the courts and elsewhere in the
programs.

The GROW model is deservedly one of the most established and
successful coaching models adopted globally by professional coaches
and internal managerial coaches. It is popularized by the late Sir John
Whitmore in his best-selling book, Coaching for Performance (Whitmore
2002).

Today, the GROW model is also “one of the tools Google uses to
teach [its] managers about coaching conversations” (re:Work with Google
2018).

Utilizing a deceptively simple framework, the GROW model pro-
vides a powerful tool to highlight, elicit, and maximize inner potential
through a series of sequential coaching conversations. The GROW model
is renowned for its success in both problem solving and goal setting,
helping to maximize and maintain personal achievement and productiv-
ity (Bawany 2015d).

Sir John Whitmore’s GROW model, with the acronym standing for
(G)oals, (R)eality, (O)ptions, and (W)ill, highlight the four key steps in the
implementation of the GROW model. By working through these four
stages, the GROW model raises an individual’s awareness of their aspira-
tions, a greater understanding of their current situation, the possibilities
open to them, and the actions they could take to achieve their personal
and professional goals. By setting specific, measurable, and achievable
goals, and a realistic time frame for their achievement, the GROW
model successfully promotes confidence and self-motivation, leading to

increased productivity and personal satisfaction.
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The implementation of the GROW model, by using carefully struc-
tured questions, promotes a deeper awareness and responsibility and
encourages proactive behavior, as well as resulting in practical techniques
to accomplish goals and overcome obstacles (Bawany 2015d).

The use of continuous and progressive coaching skills support provides
the structure, which ultimately helps to unlock an individual’s true poten-
tial by increasing confidence and motivation, leading to both short- and
long-term benefits.

The GROW model (see Figure 8.6) has been seen to yield higher pro-
ductivity, improved communication, better interpersonal relationships,
and a better-quality working environment (Whitmore 2002).

Coaching is unlocking people’s potential to maximize their perfor-
mance. It is about raising awareness and responsibility—helping them
to learn rather than teaching them. The GROW model is an elegantly
simple way of structuring an effective coaching conversation and, as
such, has become one of the best-loved models of coaching (Performance
Consultants 2018).

For the managerial coach, the key to using GROW successfully is first
to spend sufficient time exploring “G” until the coachee sets a goal that is
both inspirational and stretching for them, then to move flexibly through
the sequence, and revisit the goal if needed.

Performance Consultants International, a consulting firm cofounded
by Sir John Whitmore, outlined the GROW model as follows (Performance
Consultants 2018):

Reality

Obstacles

What do you want Where are you now? What are your options? What are the next
to achieve? What are you experiencing? Whatis in your way? steps moving forward?

Figure 8.6 The GROW coaching model
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Step 1 of the GROW model: What are your Goals?

* Identifies and clarifies the type of goal through an under-
standing of ultimate goals, performance goals, and progress
goals along the way.

* It provides an understanding of principal aims and
aspirations.

 Clarifies the desired result from the session.

Step 2 of the GROW Model: What is the Reality?

* Assesses the current situation in terms of the action taken
so far.

e Clarifies the results and effects of previously taken actions.

* It provides an understanding of internal obstacles and
blocks currently preventing or limiting progression.

Step 3 of the GROW Model: What are your Options?

* Identifies the possibilities and alternatives.

* Outlines and questions a variety of strategies for progression.
Step 4 of the GROW Model: What Will you Do?

* It provides an understanding of what has been learned and
what can be changed to achieve the initial goals.

e Creates a summary and plan of action for the
implementation of the identified steps.

* Outline possible future obstacles.

* Considers the continued achievement of the goals and the
support and development that may be required.

* Estimates the certainty of commitment to the agreed actions.

* It highlights how accountability and achievement of the

goals will be ensured.

Conclusion

Managerial coaching is about creating the capacity for appreciative and
supportive interaction that leads to the achievement of business results.
Effective conversation sets the stage for a significant discussion about
issues of leadership development, personal and organizational change,
and creating capability through high-functioning people with enhanced

emotional competence. For years, most organizational pundits have
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known that it is not how much you know but how well you relate to other
people in the organization that matters (Bawany 2015d).

If organizations are going to be successful in improving employee
performance over time, two-way conversations have to occur that allow
employees to raise their level of self-awareness and identify problems and
issues that prevent them from being as successful as possible through the
process of performance coaching leveraging on the GROW model. If
coaching is carried out effectively, individual employee performance is
almost certain to increase, and as a result employee engagement, produc-
tivity, and sustainable organizational performance will be achieved in the
longer term (Bawany 2016¢).

In digitally driven organizations, coaching is highly effective when
managers want to get buy-in from the stakeholders, particularly their
direct reports when implementing change initiatives such as digital trans-
formation at the workplace. It helps them identify when teamwork is
important and to use their skills to foster it (Bawany 2020).

Coaching builds skills and capacities for effective working rela-
tionships. Coaching, through implementing and modeling coaching
competencies, paves the way for leaders to create higher levels of organi-
zational effectiveness through dialogue, inquiry, and positive interactions
that create awareness, purpose, competence, and well-being among
their team members. The value of coaching is a positive impact on the
employee’s engagement, productivity, organizational climate, and most

importantly on the bottom line (Bawany 2019a).

Leveraging on Executive Coaching for the Development
of Disruptive Leaders

Executive coaching is a concept that has moved from the world of sports
to the executive suite and is designed as a means to help senior execu-
tives manage a constantly changing business environment and refine their
leadership skills. But coaching is not limited to senior levels. Increasingly,
people all over the world, at all levels, utilize executive coaches to help
them achieve their full potential. The process focuses on the participant’s
goals, reinforces learning and change, and increases self-empowerment

(Bawany 2019a, 2020).
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Executive coaching is one of the fastest-growing and most misun-
derstood professions of this decade. Coaching used to be an “executive
perk” for senior executives in large companies to help them make better
business decisions. Today, coaching is rapidly being recognized as one of
the best strategic weapons a company can have in its arsenal.

Executive coaching focuses on developing a top executive’s full
potential by coaching them to think and act beyond existing limits and
paradigms. Executive coaching is a highly individualized form of leader-
ship development and support available. It is based on the understanding
that to be maximally effective, executives must accurately identify their
strengths and areas of development, examine the impact of their behavior
on others, and regularly and intentionally reflect on their values, goals,
and effectiveness (Bawany 2020).

The strength of executive coaching lies in the fact that it is almost
exclusively an executive development strategy that builds leadership and
management strength because it is ultimately concerned with under-
standing where the executive is, where it is that they want to go, and the
things that they would have to do to get there. It is often lonely at the
top for chief executives as they generally keep their own counsel, mainly
because they find it difficult to discuss matters with colleagues and cannot
or choose not to share their concerns with spouses and families. Executive
coaching offers a way out of this by providing an opportunity for the
executive to have an independent sounding board and strategic partner in
a safe and confidential environment.

Executive coaching can be defined as a confidential, highly personal
learning process, involving action learning and working in partnership,
combining an executive coach’s observations and capabilities with an exec-
utive’s expertise. The result is that the executive achieves better and faster
results-oriented outcomes. It is therefore important to create a coaching
environment that is founded on trust because, in a normal working day,
the executive works in a fast-paced, complex, and pressured environment
and there is little time to sit back and reflect on the range of issues facing
him or her (Bawany 2019a).

Savvy organizations acknowledge that executive coaching is a proven

effective leadership intervention tool of choice for future leaders, including
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high potentials, for the continuous development of their leadership skills,
which is critical to organization-wide success.

A study by Manchester Inc. examined the impact of coaching in 56
companies with 100 executives (Manchester Inc. 2001). Their findings
suggest that 74 percent of the sponsors and 86 percent of the partici-
pants were very satisfied with the process. From the survey of respondents
who received coaching, it was estimated that coaching resulted in an
average return of 5.7 times the initial investment. Furthermore, coaching
contributed to a perception of increased productivity for 53 percent of
respondents and improved quality of work for 48 percent of the respon-
dents. When asked which workgroup relationships improved as a result
of coaching, the results indicated that 77 percent reported improvement
with direct reports, 71 percent reported improvement with immediate
supervisors, and 63 percent reported improvement with peers. Of those
receiving coaching, 61 percent reported a significant increase in their
overall level of work and job satisfaction.

Executive coaching is typically seen as an ongoing relationship with
no set time frame or definitive ending point. For example, the leader
may have poor communication skills and is unintentionally undermining
direct reports, which can lead to a loss of morale and retention issues. In
corrective situations, the executive coach begins by completing a full diag-
nosis of the situation, through the identification of undesirable behaviors,
such as berating or blaming others, and will then demonstrate the conse-
quences these behaviors will have on the individual and the organization.
The coach then helps the executive identify practical ways to strengthen
his leadership impact, provides direct and objective feedback, and ensures
the executive gets back on track and stays on track (Bawany 2019a).

Whether the relationship starts with a derailment situation or as part
of a corporate-wide initiative, executive coaching covers a wide range of
situations with one common goal: the personal development of a leader
through the support of a professional relationship. On the organiza-
tional level, executive coaches help companies avoid costly management
turnover, develop their most talented people, and ensure that leaders
perform at their maximum potential. In research published in Industrial

and Commercial Training, it was reported that executives who received
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coaching are more likely to be promoted or received accelerated promo-
tions than those who have not had one-on-one coaching (Parker-Wilkins
20006).

Executive Coaching Versus Transition Coaching

Effective coaching is a major key to improving business performance.
Executive coaching focuses on the qualities of effective leadership
and improved business results. It is comprised of a series of structured,
one-on-one interactions between a coach and an executive, aimed at
enhancing the executive’s performance in two areas (Bawany 2018i,
2019a):

1. Individual personal performance

2. Individual organizational performance

When executives are first confronted by being coached, they are not
always clear about how best to use their sessions and are quite unaware
that it is they who set the agenda; in fact, some executives expect executive
coaching to be like a one-on-one tailored training program where the exec-
utive coach initiates the agenda. Executive coaching teaches the beneficiary
(coachee) to minimize, delegate, or outsource nonstrengths by changing
ineffective behaviors or changing ineffective thinking (Bawany 2020).

The upfront purpose of executive coaching is to develop key leader-
ship capabilities or focus required for their current role. But it can also
be used as an instrument to prepare them for the challenges of the next
level. The whole coaching experience is structured to bring about effective
action, performance improvement, and personal growth for the individ-
ual executive, as well as better results for the institution’s core business
(Bawany 2019a).

An executive coach only has one item on his agenda—the clients
success. This means going where it might hurt and keeping a client
accountable for achieving their goals. Coaching helps people grow
personally and as professionals. This growth allows them to commit
completely to the success of an organization. When professional coaches

work with organizations, they can turn performance management into a
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collaborative process that benefits both the employee and the organiza-
tion (Bawany 2020).

While many executives are familiar with executive coaching and
may even have enlisted the help of external coaches at some point, few
understand the right type of coaching approach required to address the
challenges faced by leaders in transition situations. Many newly placed
executives fail within their first two years in the position for reasons rang-
ing from their inability to adjust to a new role and develop strong rela-
tionships, to a lack of understanding of the business imperatives. What
new leaders do during their 90 days in a new role greatly determines the
extent of their success for the next several years (Bawany 2010).

What if there was a proven process to support new leaders in their
role while significantly increasing return on investment and ensuring a
positive economic impact for the organization?

One such process is transition coaching, an integrated and systematic
process that engages and assimilates the new leader into the organization’s
corporate strategy and culture to accelerate productivity (Bawany 2007,
2010).

Transition coaching encompasses the goals of executive coaching but
focuses on a specific niche, the newly appointed leader (either being pro-
moted from within or being hired externally). Leadership transitions are
among the most challenging situations executives face. Take the case of a
leader who might enter a new position thinking he or she already has all
the answers; or just the opposite, the leader might lack a clear understand-
ing of what to expect from the role. The goal of transition coaching is to
reduce the time it takes for new leaders to make a net contribution to the
organization and establish a framework for ongoing success.

Those promoted from within will have to be mindful that a smooth
and effective role-to-role transition is critical to the organization’s busi-
ness performance. The organization depends on leaders to execute and
meet objectives and has placed its bet that internal candidates are better
valued and have less risk. Organizations understand that successful tran-
sitions ensure future capability (Bawany 2018i).

An unsuccessful transition can negatively impact an organization
through poor financial results, decreased employee morale, and costly

turnovers. So rather than risk this sink-or-swim gamble, organizations can
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improve the assimilation process through transition coaching (Bawany
2019a).

Transition coaching is also recommended when organizations assign
managers to the role, for the first time, of leading digital transformation
projects. If organizations use the right transition strategies, the leader will
not only help prevent failure but also create additional value by acceler-
ating the new leader’s effectiveness. Transition coaching engages the new
disruptive leader in the organization’s corporate strategy and culture to

accelerate performance.

The Potential Pitfalls of Leadership Transitions

The biggest trap that new leaders fall into is believing that they will
continue to be successful by doing what has made them successful in
the past. There is an old saying, “To a person who has a hammer, every-
thing looks like a nail” (Bawany 2019a). So too it is for leaders who have
become successful by relying on certain skills and abilities. Too often they
fail to see that their new leadership role demands different skills and abil-
ities. And so they fail to meet the adaptive challenge. This does not, of
course, mean that new leaders should ignore their strengths. It means that
they should focus first on what it will take to be successful in the new role,
then discipline themselves to do things that don’t come naturally if the
situation demands it (Bawany 2020).

Another common trap is falling prey to the understandable anxiety
the transition process evokes. Some new leaders try to take on too much,
hoping that if they do enough things, something will work. Others feel
they have to be seen as “taking charge,” and so make changes to put their
stamp on things. Still others experience the “action imperative’—they
feel they need to be in motion, and so don’t spend enough time upfront
engaged in diagnosis. The result is that new leaders end up enmeshed in
vicious cycles in which they make bad judgments that undermine their
credibility (Bawany 2018i, 2019a).

New leaders are expected to “hit the ground running.” They must
produce results quickly while simultaneously assimilating into the orga-
nization. The result is that many newly recruited or promoted managers

fail within the first year of starting new jobs.
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From the extensive executive and transition coaching engage-
ments over the past 20 years by the CEE’s panel of executive and
transition coaches, it has been discovered that many newly promoted
leaders in transition fail due to one or more of the following factors

(Bawany 2019a):

1. They do not fit into the organizational culture.

2. They don’t build a team or become part of one.

3. They are unclear about their stakeholders and their bosses
expectations.

4. They fail to execute the organization’s strategic or business plan.

5. They lack savvy in maneuvering and managing internal politics.

6. There is no formal process to assimilate them into the organization.

A proven assimilation process is critical as it provides support to the

newly hired executive and helps the organization protect its investment.
ly hired t d helps the organizat tect it tment

Success Strategies for the Assimilation of New
Disruptive Leaders

Successful new leaders redefine their need for power and control. Team
members normally value a certain amount of freedom and autonomy.
People want to influence the events around them and not be controlled
by an overbearing leader. When the manager is an individual contributor,
he or she is close to the work itself and is the master in control of his
or her circumstances; the manager’s performance has a big effect on his or
her satisfaction and motivation.

The situation is different when the managers are promoted and
become a leader. Their contribution is less direct as they often operate
behind the scenes. Leaders create frustration for everyone when they try
to be involved in every project and expect team members to check in
before beginning every task. World-class leaders delegate. They learn to
trust. This means giving up some control. Leaders learn to live with the
risks and know that someone else may do things a little differently. Every
person is unique, and they will individualize certain aspects of their work.

When leaders don’t empower and delegate, they can become ineffective
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and overwhelmed. In turn, team members feel underutilized and there-
fore less motivated (Bawany 2019a).

Finally, leaders learn to transition in other critical ways. They learn
how to live with occasional feelings of separation and that people dont
always accept their decisions when faced with gut-wrenching situations.
Leaders have a view of the big picture in mind. But the challenge for lead-
ers lies in balancing the needs of many stakeholders: owners, employees,
customers, and community. Because of this challenge, team members can
feel alienated when unpopular decisions must be made. Leadership can
be hard. It is impossible to please everyone all the time. While the need
for belonging and connecting with the group is important, leaders know
the mission and vision take precedence. Sometimes a leader should make
waves, champion change, and challenge people’s comfort zone. Leaders
may not always relish conflict, but they are not afraid of it either. Leaders
are guided by standards, principles, and core values. Leaders focus on
what is right, not who is right.

Leaders know they cannot make people happy. People have to take
ownership and control of their happiness. Leaders do not focus on per-
sonality factors. At times, the individual self-interests of a team member
may be in opposition to the interests of the group. Leaders concentrate on
shared interests and team goals. Consequently, the driving force behind a
team is a leader who treats team members with respect, while keeping the
vision in mind. People are different and you have to treat people differ-

ently yet fairly (Bawany 2019a).

What Are the Skills Required for Disruptive

Leaders in Transition?

In the literature and research on leadership transitions and helping leaders
to accelerate themselves into new roles, early findings indicate that new
leaders gain leverage by putting in place the right strategies, structures,
and systems. Transitions could be viewed as an engineer would approach
a challenging design problem: advising leaders to identify the right goals,
developing a supporting strategy, aligning the architecture of the orga-
nization, and figuring out what projects to pursue to secure early wins
(Bawany 2010, 2018i).
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The current research and perspectives of the competencies and skills
expected to be demonstrated by disruptive leaders (e.g., Bawany 2019a,
2020; Freakley 2019; Gibson, West, and Pastrovich 2020; Harvard Busi-
ness Review 2015; Korn Ferry 2019; Mortlock et al. 2019; Wade, Tarling,
and Neubauer 2017) include a combination of attributes and skills such
as the ability to envision the future, agility, ESI skills such as empathy and
relationship management (social skills), results driven, engagement, agility
and adaptability, innovativeness and courage to experiment, and resilience.

ESI competencies such as empathy and social skills are essential
building blocks in a disruptive leader’s ability to establish the right orga-
nizational climate when leading a digital transformation project and
collaborating with various stakeholders. Leaders at all levels of the organi-
zation must constantly demonstrate a high degree of El in their leadership
roles. Emotionally intelligent leaders create a climate or a workplace envi-
ronment of positive morale and higher productivity (Goleman 1998).

The reality confronting leaders in transition is that the relationships with
their bosses, peers, direct reports, and external constituencies must be seen
as good, to be a good source of leverage. These elevated relationships and
the energy they can mobilize (or drain the leader) to the forefront can help
leaders enter and gain momentum to meet the challenges of the new roles.

This is not to say, of course, that strategies, structures, and systems are
unimportant; usually, they are critical. But if the new leader hopes to put
in place the right strategies, structures, and systems, he or she must first
secure victory on the relationship front. This means building credibility
with influential players, gaining agreement on goals, and securing their
commitment to devote their energies to helping the new leader achieve
those goals.

In the leader’s new situation, relationship management or social skills
are critical as they arent the only ones going through a transition. To
varying degrees, many different stakeholders, both inside and outside the
leader’s direct line of command, are affected by the way he or she handles
his or her new role. Inside the new leader’s direct line of command are
people who report directly to the leader, as well as employees from other
groups. While some may feel apprehensive about the new leader’s arrival,
all must adjust to the leader’s communication and managerial style and

expectations (Bawany 20181, 2019a).
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Outside the new leader’s direct line of command are senior execu-
tives, peers, and key external constituencies such as customers, suppliers,
and distributors. The new leader will likely have no “relationship capital”
with these individuals, that is, there are no existing support or obligations
upon which the leader could draw. The leader will need to invest extra
thought and energy in gaining their support. Leverage through relation-

ships is an essential foundation for effectiveness in a new leadership role.

Transition Coaching Approach for the Development
of Disruptive Leaders

Transition coaching has three overall goals: to accelerate the transition
process by providing just-in-time advice and counsel, to prevent mistakes
that may harm the business and the leader’s career, and to assist the leader
in developing and implementing a targeted, actionable transition plan
that delivers business results (Bawany 2010, 2020).

While many of the issues covered by transition coaching are similar to
those included in executive coaching, such as sorting through short- and
long-term goals and managing relationships upwards as well as with team
members, transition coaching is focused specifically on the transition and
designed to educate and challenge new leaders. The new leader and coach
will have to work together to develop a transition plan and a roadmap
that will define critical actions that must take place during the first 90
days to establish credibility, secure early wins, and position the leader and
team for long-term success (Bawany 2018i).

The transition coaching relationship also includes regular meetings
with the new leader as well as ongoing feedback. Frequently, the coach
conducts a “pulse check” of the key players, including the boss, direct
reports, peers, and other stakeholders, after four to six weeks to gather
early impressions so that the new leader can make a course correction if
needed.

The transition coaching framework (refer to Figure 8.7) developed
by the CEE with the complete transition coaching process provides new
leaders with the guidance to take charge of their new situation, achieve
alignment with the team, and ultimately move the business forward
(Bawany 2020).
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Figure 8.7 The transition coaching framework

The “transition readiness assessment” is designed for the evaluation
of the desired disruptive leaders’ competencies as stated earlier, which
includes the ability to envision the future, agility, ESI skills such as
empathy and relationship management (social skills), cognitive readiness,
critical thinking, engagement, agility and adaptability, innovativeness and

courage to experiment, and resilience, among others.

The ADAM Coaching Methodology

The ADAM coaching methodology (see Figure 8.8) also developed by
the CEE is a structured approach to executive coaching. This consists of a
four-step process that is firmly grounded in leadership development best

practices.

“A”ssess

* A series of psychometric assessments and information gath-
ering from a series of stakeholders’ interviews, including the
immediate manager of the disruptive leader being coached
(known as the coachee), will be conducted.

¢ 'The primary objective is to determine how the coachee’s

performance links to current business goals.
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Figure 8.8 The “ADAM?” coaching methodology

e An assessment of the coachee’s competencies, skills, styles,
values, and leadership effectiveness forms the basis of the
action plan.

* Gather background on the situation, identify the purpose of
the coaching engagement, and discuss expected outcomes.

* Conduct an in-depth coachee interview, including life and
career history, self-perceived behavioral and leadership
strengths and shortcomings, and desire to close the gap on
weaknesses and further develop the strengths.

* Hold a tripartite session with coachee and sponsor (the
coachee’s immediate manager), to obtain the senior manage-
ment’s commitment, and define the degree of confidentiality.

e Provide an overview of the coaching process, timetable, and

parameters of the engagement.

“D”iscovery

* Meetings are scheduled to review the assessment data.

* The coachee will be provided with feedback based on the
results of the assessments that have been undertaken.

* Development objectives are discussed between the coachee
and the coach to link the feedback received, with the agreed

business goals and professional objectives.
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* Based on the key objectives identified, coaching activities and
timelines are developed jointly between the coachee and the
coach.

* The coachee, with the support of the coach, will develop an
action plan that will enable coachees to determine what to do
to close the gaps in their leadership capability.

* 'The coach and the coachee form a working alliance where the
coach provides the stimulus and environment for the coachee
who will write the action plan.

 'The plan is formalized and shared by the coachee with the
sponsor for agreement and support of the action plan and
expected development outcomes.

* The sponsor will sign off on the development plan to ensure

that there is alignment with the business objectives.

“A”ction Plan

* 'The coachee will implement the development plan by taking
well-defined action steps and regular feedback during sched-
uled monthly coaching sessions with the coach, which enables
the coachee to move toward measurable goals.

* “Shadowing” or observation of the coachee at work (as needed
and if appropriate).

* Specific actions are taken to develop the key skills and knowl-
edge agreed to in the development plan. These actions may
include:

* Behavior modification and efforts to use new behaviors.

o Building new skills and competencies while refining others.
o Developing key relationships within the sponsoring
organization.
o Communication strategies for successful networking
and being an ambassador for the sponsoring
organization.

¢ 'The sponsor and coach communicate, in person, by phone,

or through e-mail, to discuss specific situations and maintain

focus on the objectives of the development plan.
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e 'There is also an opportunity for contact with the sponsor to
monitor progress, as defined within the parameters of the

sponsoring organization’s/coach confidentiality agreement.

“M”easure

A full evaluation of the coaching process and engagement based
on the agreed success metrics at the beginning of the assign-
ment yields objective measures of business results and profes-
sional outcomes for both the organization and the coachee.

e Deriodically, and after the coaching program, the coachee and
the coach will discuss progress against the plan and determine
action plans as appropriate.

* A final tripartite coaching meeting will be held, where the results
of the coaching engagement will be presented to the sponsor.

* The recommended next step for the continuous professional
development of the coachee will be discussed and agreed
upon with the sponsor.

* 'The consistent ADAM coaching delivery methodology
ensures that every coachee receives the same degree of
insightful business analysis, personalized consideration, and

performance-driven priority.

Case Study on Transition Coaching of a Newly
Appointed Disruptive leader

The following case study illustrates how the ADAM coaching meth-
odology has been successfully applied in the development of a newly
appointed disruptive leader that has been identified through the Assess-
ment & Development Centre (ADC) to be the project leader for an orga-

nization-wide digital transformation project (see Figure 8.8).

The Situation: Leading an Innovation and Digital Transformation
Project at Workplace

The said manager, belonging to Generation X (born between 1964

and 1979), has been with the organization for over 15 years. He was
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promoted to the role of vice president of operations and technology at
a global bank. The manager has a solid record of success in his previous
roles where a hands-on, controlling style with staff direct reports was
an effective managerial tool. However, in his new position, he faced
broad operational responsibilities and managed multiple stakeholders
both internally and externally. The manager needed to lead cross-func-
tionally by bringing together departments throughout the organization
including strategy, finance, marketing, distribution, IT, and technical
operations. The make-up of the majority of the employees from these
various functions is those of Generation Y (born between 1981 and
1994).

With significantly more Gen Yers under his leadership, the manager’s
communication style was soon found to be confrontational and abrasive
and often prevented him from building trusting relationships with his
newly formed project management team to drive the digital transfor-
mation project, which the CEO had deemed to be critical to the success
of the organization. His style also jeopardized negotiations with exist-
ing and potential key business alliances, channels of distribution, and
vendors.

Several of the senior leadership team members including the chief
information officer (CIO), chief data officer (CDO), and chief technol-
ogy officer (CTO) perceived that the manager was unwilling or unable to
adapt to his new role. It was soon apparent that if left unchecked, the sit-
uation could impact not only the manager’s career but most importantly
the corporation’s strategic objectives. Not counting the loss of productiv-
ity, the loss of crucial digital talent and their replacement costs alone are
expected to be substantial.

The chief human resources officer (CHRO) recommended to the
CEO that an external professional executive coach will be a useful
resource for addressing the managerial challenges faced by this newly
promoted manager. The CEO, who is a strong advocate for the devel-
opment of future leaders, believed that the manager, whom he has
known over the years, can be developed. Hence, upon reviewing the
business case put up by the CHRO and the human resource business
partner (HRBP), the CEO agreed to the engagement of an executive

coach.
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Coaching Strategy: Assessment, Feedback, and Development of
New Behavioral Skills

During the first stage of the coaching process, the manager completed a
group of assessments including a 360-degree feedback leadership effec-
tiveness profile to provide objective information about his communica-
tion and leadership style. Feedback from project team members, peers,
and direct reports, combined with constructive 1:1 conversation with
the CIO, CDO, CTO, and CEO, provided a clear insight into the
style, competencies, and behaviors that are expected from the role of
a project leader in driving digital transformation initiatives. These data
enabled the manager to see the impact his behavior had on others and
how it could impact his success in building relationships and reaching
business outcomes of the specific digital transformation project that he
was leading.

A developmental plan was written by the manager and reviewed with
his executive coach to address gaps in areas of communication, collab-
oration, developing others (coaching), relationship management (social
skills), empathy, conflict management, and strategic leadership. More
effective techniques and approaches were role-played with the coach, and
the manager was encouraged to use these new behaviors by leveraging
the GROW model during the managerial coaching conversations that he
had planned weekly, individually with each team member as well as in
project team meetings. He also began to use them with business associates
outside the organization. The coaching goal was to increase the manager’s
effectiveness in all his business endeavors and to increase his ability to
improve the organization’s success through managing the stakeholders as
well as leading and engaging his project team in a much more effective

manner than before.

Results: Tremendous Improvement in the Leader’s Communication

Style Observed

Feedback received by the CHRO and the other senior leadership team
members was that there is much more open and trust-based communica-
tion between the manager and his team members as well as with the other

stakeholders; key sensitive strategic alliances were successfully negotiated,
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resulting in the implementation of the digital transformation project in a
much more effective manner and ahead of the timeline for several of the
tasks.

The manager was better able to communicate with and facilitate
information transfer among his project team of primarily Gen Yers. Over
six months, he was able to transform them into a high-performance team
by adopting the SCORE™ framework for high-performing teams, which
is found in Chapter 9. A follow-up 360-degree leadership assessment
was conducted where a positive change in the manager’s leadership and
communication style was perceived by the various stakeholders.

Due to the success of this coaching intervention, both executive and
transition coaching are being used more broadly as a tool to enhance
leadership development among future digital disruptive leaders as well as
high-potential talent for other functional roles throughout the organiza-
tion, resulting in the achievements of both tactical and strategic objectives

of the organization (Bawany 2020).

Conclusion

The development of future disruptive leaders includes the process of
transitioning them effectively into a leadership position. This could be
smoother if new leaders develop a sense of optimism and monitor and
manage their outlook and perspective. Executive or transition coaching,
mentoring, action learning workplace projects, leadership masterclass
training, stretch assignments, and executive education along with the rel-
evant tools and systems are very important for the effective development
of these future leaders. However, without the right outlook and unwav-
ering support from the senior leadership team, new and even seasoned
leaders will experience serious difficulties and unrest (Bawany 2010).
New leaders need to reflect on and examine their leadership attitude
and perspective and develop a plan to work on areas that need improve-
ment. Whether a manager is moving into a new position or looking to get
back on the road to success, executive or transition coaching can work to
bring out the best in the new leaders through the support of a professional
relationship. The relationship has to be built on a foundation of trust and

confidentiality. The ability of coaches to provide leaders as an outside
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resource that can also act as a sounding board can help them become the
successful leaders they were meant to be (Bawany 2018h).

Organizations must clearly define the purpose of coaching, gauge the
process, and evaluate the results. Coaching is not just about providing
support. Ultimately, coaching should deliver what any business needs—

real results (Bawany 2019a).



CHAPTER 9

Leading High-Performance
Teams

Introduction

Digital transformation is being increasingly implemented by organizations
in their quest to achieve sustainable competitive advantage in the
fast-changing marketplace as it can help organizations cut costs and boost
productivity, often with remarkable results. Those who failed to achieve
similar results realized that simply implementing innovative technology is
not enough to increase value.

Digital transformation initiatives require people, process, and technology
(PPT), which refers to the methodology in which the disruptive leader’s
role as the project leader is to achieve the balance of people, process, and

technology, to drive action:

1. People perform a specific type of work for an organization using
processes (and often, technology) to streamline and improve these
processes. The people are the project leader and his team who do the
work. Without people, nothing can happen.

2. Processes could be viewed as a series of actions or steps that need to
happen to achieve a particular goal. People are ineffective without
processes in place to support their decisions.

3. Technology will not make existing problems go away without the peo-
ple and processes around to support it. Too often, companies invest
in technology and try to retrofit the people and processes, but that

is backward logic.

Many digital transformation efforts do not achieve their desired

results because they concentrate on the process improvement strategies
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with the technology as an enabler but they ignore the people aspect of the

change initiative.

Teams Versus Working Groups

To understand how digital transformation project teams deliver extra
performance, it is important to distinguish between teams and other
forms of working groups. That distinction turns on performance results.
A working group’s performance is a function of what its members do as
individuals. A team’s performance includes both individual results and
what is called “collective work products.” A collective work product is
what two or more members must work on together, such as interviews,
surveys, or experiments. Whatever it is, a collective work product reflects
the joint, real contribution of team members (Bawany 2019a).

Working groups are both prevalent and effective in large organiza-
tions where an individual’s accountability is most important. The best
working groups come together to share information, perspectives, and
insights, to make decisions that help each person do his or her job bet-
ter, and to reinforce individual performance standards. But the focus is
always on individual goals and accountabilities. Working-group mem-
bers don’t take responsibility for results other than their own. Nor do
they try to develop incremental performance contributions requiring
the combined work of two or more members (Katzenbach and Smith
1993).

Teams differ fundamentally from working groups because they require
both individual and mutual accountability. Teams rely on group discus-
sion, debate, and decision making, but more on sharing information and
best-practice performance standards. Teams produce discrete work prod-
ucts through the joint contributions of their members. This is what makes
possible performance levels greater than the sum of all the individual team
members. Simply stated, a team is more than the sum of its parts.

Katzenbach and Smith (1993) stated that “. . . a team is a small
number of people with complementary skills who are committed to a
common purpose, performance goals, and approach for which they hold
themselves mutually accountable” (p. 45). Let’s examine this definition

further.
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A small number of people: The optimal number of people in a team is
generally between five and nine. While more team members bring
a greater diversity of perspectives and ideas, the difficulty of con-
sensus decision making increases dramatically. Subgroups can be
created, but then the entire team is at risk of losing sight of the big
picture.

Complementary skills: In establishing a team, it is critical to ensure that
there is a mix of diverse, yet complementary, skills such as techni-
cal, functional, and interpersonal abilities.

Committed to a common purpose: Without a unified purpose, the team
has no yardstick against which to measure performance.

Common  performance goals: Teams share performance goals or
objectives; if a goal or objective is not achieved, the entire team
is accountable. Commitment to these common performance
objectives results in higher productivity and raises motivation levels.

Common approach: Objectives represent the “task” element of per-
forming successfully; a common approach represents the “group
process” element of working together. Neither is more important
than the other, but without agreeing on how the team will interact,
the chances of completing the task are pretty low!

Mutually accountable: This refers to the shared ownership and respon-
sibility that is fundamental to real teamwork. If something goes
wrong, there should not be any finger-pointing but rather a group
effort to fix the current situation and prevent future problems.
Everyone should feel free to ask for help, just as they should feel
free to offer assistance. In a team, individual and team success are

the same.

Importance of Teams in a Disruptive and Digital-
Driven Workplace

Like any good team, each individual’s role in achieving digital transfor-
mation must complement one another and benefit the greater good. As
Jim Collins says in his book Good t0 Great: Leaders of companies that
go from good to great start not with “where” but with “who.” First the

people, then the direction (Collins 2001).
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High-performing teams have become a principal building block of
the successful digital transformation strategy. While teams are at the core
of any change initiatives, success will often depend on how well each team
member operates and collaborates with others.

Today’s highly disruptive as well as VUCA-driven networked business
environment not only provides a challenging environment for leaders to
operate but would need to depend on their teams, which are critically
important to getting work done (Bawany 2016a). Yet, not all teams are
created equal. Some fail to perform or they perform below expectations.
Some start well but later lose their focus and energy. Teams are extremely
valuable if they are working well. They are very costly if they are not. Dis-
ruptive digital leaders must find ways to ensure their teams are working
effectively and are achieving their results (Bawany 2020).

In most teams, the energies of individual members work at cross-
purposes. Individuals may work extraordinarily hard, but if their efforts
do not translate into a team effort, this would result in wasted energy. By
contrast, when a team becomes more aligned, a commonality of direction
emerges, and individual energies harmonize. You have a shared vision
and an understanding of how to complement each other’s efforts. As jazz
musicians say, “You are in the groove.”

A team can have everything going for it—the brightest and most
qualified people, access to resources, a clear mission—but still fail because
it lacks group emotional intelligence.

Moreover, managers need to develop the self-awareness and inter-
personal skills associated with a high level of emotional intelligence, as
do teams. One way for leaders to help their teams build this capability
is to understand and ensure that their teams move successfully through
the stages of small-group development: membership, control, and cohe-
sion. These stages are experienced by all teams. If teams are not well led
and facilitated through them, their chances of achieving their results are

substantially reduced (Bawany 2014a).

Characteristics of Effective Teams

An organization and its leaders put a great deal of effort into assembling

high-performing teams. This means that the power of a team must lie in
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its capacity to perform at levels and deliver results, greater than the sum
of its parts. Considerable resources are often expended to ensure those
teams reach their potential. For team members, as well as other people
in an organization, recognizing when a team is doing well is important.
When improvement is needed, it is important to make positive changes.
However, sometimes it is helpful to take a step back to recognize when
a team is working effectively. The workings of a highly effective team are
not always obvious or intuitive to everyone. Highly effective teams are

likely to have the five characteristics described below.

1. Well-Defined Team Charter and Operating Philosophy
The single most important ingredient in team success is a clear, com-
mon, compelling task. The power of a team flows out of a purpose
with which every team member is aligned. The task of any team is to
accomplish an objective and to do it at exceptional levels of perfor-
mance. Teams are not ending in themselves, but rather a means to an
end. Therefore, high-performance teams should be mission-directed
and ultimately judged by their results. This would include the team’s
mission, shared purpose and values, and goals. Effective teamwork
includes having a synergistic social entity that works toward a com-
mon goal or goal. Often, high-performance teams exemplify a total
commitment to the work as well as a total commitment to each other.
Katzenbach and Smith (1993) stated, “Common sense sug-
gests that teams cannot succeed without a shared purpose” (p. 2).
While this may be an obvious statement, teams often form (or are
developed) without a clear direction or meaning even though many
researchers have explained that employees are inclined to do better
when they know how to do their jobs and why they are doing them.
Teams that seek higher levels of performance should ensure that each
member understands and supports the true meaning and value of the
team’s mission and vision. Clarifying the purpose in this manner, and
linking each individual’s role and responsibilities, is a major contrib-
utor to tapping into team potential (Bawany 2020).
2. Clarity of Roles and Performance Standards of Team Members
High-performance teams are also characterized by crystal clear roles.

Every team member is clear about his or her particular role, as well



250

LEADERSHIP IN DISRUPTIVE TIMES, SECOND EDITION

as those of the other team members. Roles are all about how we
design, divide, and deploy the work of the team. While the concept
is compellingly logical, many teams find it very challenging to imple-
ment in practice. There is often a tendency to take role definition to
extremes or not take it far enough. But when they get it right, team
members discover that making their combination more effective and
leveraging their collective efforts are key to synergistic results.

Clear performance standards are essential to high-performing
teams. Such standards provide a system of accountability, which also
feeds into the performance ethic (Katzenbach and Smith 1993). This
is an ethic that supports results for customers, employees, and share-
holders, recognizing that each is of critical importance and must be
balanced with great care and consideration.

Driving standards are certain pressures. These pressures include
the individual’s performance expectations, team pressure to perform,
team leader pressure, the consequences of success or failure, and other
external pressures (e.g., the larger organization, the crowd) that com-
pel one to excel. According to Larson and LaFasto (1989), “people
with high standards are those people who extraordinarily do ordinary
things” (p. 100). When helping people reach the extraordinary, it
is important to remember that setting standards must be a flexible
process. Larson and LaFasto also provided three common features of
developing standards of excellence: setting standards that include a
variety of variables; variables that include individual commitment,
motivation, self-esteem, and performance mutual accountability and
dedication to reviewing and reworking standards to keep them fresh

and valuable for the team.

. Shared Norms and Culture

Like rules that govern group behavior, norms can help assist team
development and performance. For example, Jehn and Mannix
(2001) proposed that high-performance teams build “open discus-
sion” norms to promote task conflict—a type of conflict associated
with high-performance teams. Other norms of high-performance
teams include high levels of respect among members and a cohesive
and supportive team environment. Any number of norms may exist

for a given team, but high-performing teams use norms, in general, to
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help govern behavior. In addition to having team norms, teams also
benefit from organizing their team standards. As asserted by Larson
and LaFasto (1989), “openly articulated or haphazardly applied,
standards define those relevant and very intricate expectations that
eventually determine the level of performance a team deems accept-
able” (p. 95). Standards change the nature of performance by setting
the bar at a new level—a level that is clearly defined.

Teams should be recognized and integrated within their
organizations (Pearce and Ravlin 1987). Organizations need to
clearly define their expectations and mechanisms of accountability
for all teams (Sundstrom, De Meuse, and Futrell 1990). Organi-
zational culture needs to transform shared values into behavioral
norms (Blechert, Christiansen, and Kari 1987). For example, team
success is fostered by a culture that incorporates shared experiences
of success. In times of economic rationalism, there may be cultural
conflict and inconsistency between norms of maintaining the stan-
dards and adhering to the organization’s mission. Team members
with higher status also have less regard for team norms and may
exacerbate internal conflict.

. Excellent Communication and Collaboration

Communication is the very means of cooperation or collaboration
between team members. One of the primary motives for compa-
nies to implement teams is that team-based organizations are more
responsive and move faster. A team, or the organization in which it
resides, cannot move faster than it communicates. Fast, clear, and
accurate communication is a hallmark of high levels of team perfor-
mance. Such teams have mastered the art of straight talk; there is a
lictle wasted motion from misunderstanding and confusion. Ideas
move like quicksilver. The team understands that effective commu-
nication is key to thinking collectively and finding synergy in team
solutions. As a result, team members approach communication with
determined intentionality. They talk about it a lot and put a lot of
effort into keeping it good and getting better (Bawany 2020).

While high-performing teams experience certain types of healthy
conflict, and while they are said to be good communicators, research

studies indicate that different types of communication, even
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different levels of perceptions of the amount of conflict, can have
different types of effects. Different communication strategies appear
to yield different results (including satisfaction) among those who
participated, suggesting that the best forms of communication are
dependent upon the workgroup and its goals and objectives. Open
communication in high-performing teams means a focus on coach-
ing instead of directing (Regan 1999). The value of coaching has
emerged over the past several years as a process for helping individ-
uals think for themselves. Coaching is seen as a facilitative process
where team leaders or members help facilitate the process of self and
group discovery. By utilizing coaching more frequently, individu-
als become less dependent and more able to take greater levels of

responsibility.

. Effective Leadership

The more complex and dynamic the team’s task, the more a leader is
needed. Leadership should reflect the team’s stage of development.
Leaders need to maintain a strategic focus to support the organization’s
vision, facilitate goal-setting, educate, and evaluate achievements
(Proctor-Childs, Freeman, and Miller 1998). When leaders delegate
responsibility appropriately, team members become more confident
and autonomous in their work.

One of the leader’s roles is to ensure that the team has the right
number of members with the appropriate mix and diversity of tasks
and interpersonal and complementary skills. A balance between
homogeneity and heterogeneity of members’ skills, interests, and
backgrounds is preferred (Hackman 1990). Homogenous teams
are composed of similar individuals who complete tasks efficiently
with minimal conflict. In contrast, heterogeneous teams incorpo-
rate membership diversity and therefore facilitate innovation and
problem solving (Pearce and Ravlin 1987).

High-performing leaders usually accompany high-performance
teams. High-performing teams have leaders who, when times are
certain and peaceful, can take a proactive stance and help the team
stay ahead. Regan (1999) encouraged team leaders to create a sense
of distress and urgency so as not to be surprised when confronted by

external crises.
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Regan purported those essential leadership qualities include the

following:

i. Having a vision—meaning one should see the crisis before it
happens and act upon it
ii. Convincing the opinion leaders of the importance of the goals at hand
iii. Organizing quantitative goals
iv. Being persistent in asking for the goals to be met
v. Endurance testing—whereby leaders must remain steadfast among
team members trying to test the leader’s commitment
vi. The ability to induce creativity once goals are set

vii. Staying out of the team’s way

Katzenbach and Smith (1993) cited six elements necessary for good

team leadership:

i. Team leaders must keep the purpose, goals, and approach relevant
and meaningful.

ii. Team leaders should continue to build commitmentand confidence.

iii. Team leaders must ensure that their members are always enhanc-
ing their skills—skills that include technical, problem solving,
decision making, interpersonal, and teamwork skills.

iv. Effective team leaders are skillful at managing relationships from
the outside, with a focus on removing obstacles that get in the way
of team performance.

v. Team leaders provide opportunities for others and are the last to
seek credit.

vi. Team leaders don’t shy away from getting in the trenches and

doing the real work.

While the authors contend that most individuals can develop
effective skills to be a team leader, they suggest these components as
a guideline for success.

In the earlier chapters, we have discussed the crucial competencies
of disruptive digital leaders, which include but are not limited to

agility, adaptability, emotional resilience and social skills, empathy,
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cognitive readiness, critical thinking, driving for results, innovative-
ness, and resilience. He or she also needs to lead and engage the team
by having regular managerial coaching sessions both individually

and as a team by leveraging tools such as the GROW model.

Why Do Teams Fail?

In 7he Five Dysfunctions of a Team: A Leadership Fable, Patrick Lencioni
tells the story of Kathryn Petersen, DecisionTech’s CEO, who faces the
ultimate leadership crisis: how to unite a team that is in such disarray that
it threatens to bring down the entire company. Will she succeed? Will
she be fired? Lencioni’s tale serves as a timeless reminder that leadership
requires courage and insight (Lencioni 2002).

As difficult as it is to build a cohesive team, it is not complicated.
Keeping it simple is critical, whether you run the executive staff of a mul-
tinational company or a small department within a larger organization
or even if you are merely a member of a team that needs improvement.
Lencioni reveals the five dysfunctions that are at the very heart of why
teams—even the best ones—often struggle. He outlines a powerful model
(see Figure 9.1) and actionable steps that can be used to overcome these
common hurdles and build a cohesive, effective team (Lencioni 2002).

According to Lencioni, most teams unknowingly fall victim to five
interrelated dysfunctions. Teams that suffer from even one of the five
are susceptible to the other four. Solving all five is required to create a

high-functioning team. The five dysfunctions are displayed in a pyramid.

Dysfunction One: Absence of Trust. When team members do not trust
one another, they are unwilling to be vulnerable within the team.
A team can’t build a foundation for trust when team members are
not genuinely open about their mistakes and weaknesses.

Dysfunction Two: Fear of Conflict. Failure to build trust sets the stage for
the second dysfunction. Teams without trust are unable to engage
in passionate debate about ideas. Instead, they are guarded in their
comments and resort to discussions that mask their true feelings.

Dysfunction Three: Lack of Commitment. Teams that do not engage in
healthy conflict will suffer from the third dysfunction. Because they
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" Focus on delivering measurable Results )

Collective and individual accountability

- Trust to speak opinio tfear of retribution

uilding requires

- Courage to take risk

Figure 9.1 Lencioni’s framework of five dysfunctions of teams

do not openly express their true opinions or engage in open debate,
team members will rarely commit to team decisions, though they
may feign agreement to avoid controversy or conflict.

Dysfunction Four: Avoidance of Accountability. A lack of commit-
ment creates an atmosphere where team members do not hold
one another accountable. Because there is no commitment to
a clear action plan, team members hesitate to hold one another
accountable for actions and behaviors that are contrary to the good
of the team.

Dysfunction Five: Inattention to Results. The lack of accountability
makes it possible for people to put their own needs above the team’s
goals. Team members will focus on their own career goals or recog-

nition for their departments to the detriment of the team.

A weakness in any one area can cause teamwork to deteriorate. The
model is easy to understand, and yet can be difficult to practice because it

requires high levels of discipline and persistence.

Resolving the Challenges in Leading
High-Performing Teams

1. Building Trust
Lencioni states that trust lies at the heart of a functioning, cohesive

team and that, without trust, teamwork is all but impossible. As a
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leader, you must encourage members of the teams to admit their
weaknesses, take risks by offering one another feedback and assis-
tance, focus their energy on important issues, and be willing to ask
for help.

Teamwork begins by building trust. And the only way to do that
is to overcome our need for invulnerability (putting up a front).
Trust is the confidence among team members that their peers’ inten-
tions are good and that there is no reason to be protective or careful
around the group. In essence, teammates must get comfortable being

vulnerable to each other.

. Removing the Fear of Conflict

Teams that avoid conflict often do so to avoid hurting team mem-
bers’ feelings and then end up encouraging dangerous tension as a
result. When team members do not openly debate and disagree with
important ideas, they often turn to back-channel personal actacks,
which are far nastier and more harmful than any heated argument
over issues. The leader must call out sensitive issues and force the
team members to work through them.

When the leader sees that people engaged in healthy conflict are
uncomfortable, he should remind them that what they are doing is
necessary—this can keep them encouraged. At the end of the dis-
cussion, remind the participants that the healthy conflict they just
engaged in is good for the team. The leader should restate the agree-
ments and goals arrived at and restate everyone’s commitments and

actions expected.

. Achieving Commitment

According to Lencioni, commitment is a function of clarity and
buy-in. Leaders need to ensure that their teams make timely and
clear decisions with buy-in from all team members, even those who
do not agree with the decision. Teams with commitment have com-
mon objectives, move forward without hesitation, change direction
when necessary, and learn from their mistakes.

To reach commitment, the five dysfunctions model recommends
techniques such as establishing clear deadlines and communicating
the team’s goals throughout the organization. This happens through

effective discussion, which is a reflection of feedback. Feedback
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involves active listening and understanding other team members’
concerns and viewpoints. It also includes adapting communication
to match the styles of other team members.
. Ensuring Accountability

Accountability requires team members to call their peers on perfor-
mance or behaviors that might hurt the team. Teams that hold one
another accountable identify problems quickly by questioning one
another’s actions, hold one another to the same standards, and avoid
needless bureaucracy around managing performance. Members of
great teams improve their relationships by holding one another
accountable, thus demonstrating they respect each other and have
high expectations for one another’s performance.

One of the best and healthiest motivators for a team is peer pres-
sure. Clarify publicly exactly what the team needs to achieve. The
enemy of accountability is ambiguity. Perform simple and regular
progress reviews. Shift rewards away from individual performance
to team achievement. That will create a culture of accountability
because a team is unlikely to stand by quietly and fail when a peer is
not pulling his or her weight. Once a leader has crafted a culture of
accountability on a team, he or she must then be willing to become
the ultimate arbiter of discipline when the team itself fails. An opti-
mistic outlook is critical since it communicates confidence to other
team members and the rest of the organization that the team is on
the right track. An optimistic team is more likely to hold one another
accountable for achieving its goals.

. Driving Results

The ultimate dysfunction is when members put their status or per-
sonal goals above the best interests of the team. Teams that focus on
results minimize this type of self-centered behavior. The key is to make
the collective ego greater than the individual one. When everyone is
focused on results and using those to define success, it is difficult for
the ego to get out of hand. If the team loses, everyone loses. Eliminate
ambiguity by having agreed-on and set goals. (A sports team knows at
the end of the game how well it did based on the results.)

Adopt a set of common goals and measurements, then use them

to make collective decisions daily. Publicly declaring the team’s
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results and offering results-based rewards are techniques for manag-
ing this dysfunction. Without personal conscientiousness, persever-
ance, flexibility, and optimism, it would be difficult if not impossible
for teams to achieve results. Innovation is another competence that
is particularly important for achieving results. Teams that are cre-
ative and generate innovative products and solutions will inevitably

achieve results that are superior to those of their competitors.

The SCORE™ Framework for Developing

High-Performance Teams

Despite society’s emphasis on individuality, the critical work of business
today is undertaken by teams, whether real or virtual. The success of
organizations can be closely linked to how well these teams of diverse
individuals perform, and it is clear that some teams truly do excel. Based
on studies from extensive consulting engagements by the Centre for Exec-
utive Education (CEE) over a decade, several key elements have been
identified as critical in high-performance organizations. These elements
constitute the SCORE™ framework for high-performing teams (see
Figure 9.2).

A high-performing team demonstrates a high level of synergism—the
simultaneous actions of separate entities that together have a greater effect
than the sum of their individual efforts. It is possible, for example, for a
team’s efforts to exemplify an equation such as 2 + 2 = 5! High-performing
teams require a complementary set of characteristics known collectively
as “SCORE™—cohesive strategy, clear roles and responsibilities, open
communication, rapid response, and effective leadership—as outlined in
Table 9.1.

In high-performing teams, leadership shifts during the stages of team
development based on team needs. Unlike organizational leadership,
which remains somewhat constant, team leadership can shift from very
directing, when the team is being formed, to more delegating, when the
team is functioning effectively. When you have assessed your team’s cur-
rent performance level and needs, you will be ready to move on to build-
ing your dream team in whatever SCORE™ category you choose to begin
(Bawany 2020).
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Figure 9.2 The SCORE™ framework for developing high-performing

teams

Table 9.1 “SCORE™” characteristics of high-performing teams

Characteristics

Descriptions

S: Cohesive Strategy

High-performing teams with a cohesive strategy will
demonstrate why they are in existence by articulating a
strong, uniting purpose that is common to all team mem-
bers. They will describe how they work together by defining
team values and ground rules also known as team charter,
which will guide the team’s actions. Finally, they will be clear
about what they do by defining key result areas (KRAs) and
performance standards

Digital transformation is the integration of digital technol-
ogy into all areas of a business, fundamentally changing how
an organization operates and delivers value to customers.
The role of the disruptive digital leader as a project leader

is to define the project objectives or terms of reference in
collaboration with the sponsors (CEO or other designated
C-level executive). He or she would also need to relate to
the team members how the project is being undertaken to
the organization’s broader digital transformation agenda and
also how it is aligned to the overall organization’s corporate

strategy

C: Establishing
Clear Roles and
Responsibilities

Successful teams determine overall team competencies

and then clearly define individual member roles and responsi-
bilities. High-performing teams examine each individual’s
responsibilities in terms of the key competencies of the role,
resulting in an accurate understanding of each member’s
accountability and contribution to the team

(Continued)
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Table 9.1 (Continued)

Characteristics

Descriptions

Digital transformation projects would typically involve
various C-suite executives such as the chief digital transfor-
mation officer (CDTQO), chief digital officer (CDO), chief
technology officer (CTO), chief information officer (CIO),
and chief marketing officer (CMO). While the CDTO as
the project leader is accountable for the implementation of
the project and operational activities, business transforma-
tion is a strategic initiative requiring the complete collab-
oration of the entire C-suite including the chief executive
officer (CEO) and the chief finance officer (CFO). Hence,
there is a need to clearly define the role and contribution
of each of these C-suite executives to the project to avoid
potential conflict, which will impact the morale of the
project team members

O: Developing Open
Communication and
Trust

Communication is the key component in facilitating
successful team performance; its lack limits team success.
Effective communication includes flexing and adapting one’s
style of communication to suit the other team members. Also,
a cohesive culture is attained when interpersonal interactions
flow smoothly and individual differences are also respected
and leveraged to enhance overall team functioning

Delivering any digital transformation project depends on
effective collaboration and communication. Collaboration
acts as a catalyst to move digital transformation efforts
forward, while new digital processes bring about new ways
of working together. Greater collaboration is needed to
access the information required in digital transformation
projects. For many organizations, data still exist in silos
and proprietary technologies can still limit how it’s shared
within an organization

As businesses move to a more customer-centric culture,
breaking down silos becomes crucial. This is where
collaborative tools play their part. The information created
and unleashed by digital transformation will require unified
communications tools that access the data, whether it’s a
document, e-mail, or multimedia recording, and distribute
it to another project team member or company-wide. Team
members won’t be able to collaborate effectively using
legacy tools, and digital transformation goes a long way in

enabling successful collaboration
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Characteristics

Descriptions

R: Rapid Response to
Problem Solving and
Decision Making

A high-performing team responds quickly, as necessary,
to changes in the environment, by shifting their mental
models with creativity and “outside-the-box” thinking.
When faced with a problem, these teams brainstorm
possible solutions and create innovative resolutions
leveraging disruptive leadership competencies including
agility, adaptability, cognitive readiness, and critical
thinking skills

Organizations faced with digital transformation often
neglect how it will impact their way of making decisions.
There is a growing need to gain a competitive advantage
by making decisions faster. Digital transformation requires
operational agility from organizations that reach into
decisions and decision making. In general, decision
making has already moved to more agile environments
such as WhatsApp and other instant messaging
applications, which have made overall communication
more informal and unstructured. However, there hasn’t
been a tool to specifically support complex problem
solving and decision making, particularly for large,
complex organizations

The frequency and pace of change from digital disruption
necessitate that companies can no longer rely on traditional
planning and decision-making models. A rapid decision
must be made in a timely and confident manner that will
not only meet customer expectations but also exceed them,
resulting in a competitive advantage for the organization.
Any delay, interruption, or downtime, inside and outside
the network, can accumulate a cost that is detrimental to

the organization

Adopting a rapid response approach in decision making
will allow the project team to adapt, adjust, and, when
necessary, pivot in real time on how to approach

the implementation of the digital transformation
project. This will result in delivering the project key
performance indicators (KPIs) or desired outcomes,
which will ultimately drive growth for the

organization

(Continued)
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Table 9.1 (Continued)

Characteristics

Descriptions

E: Exemplary and
Effective Leadership

An effective team leader can adjust his or her leadership
style leveraging on the results-based leadership (RBL)
framework as necessary depending on the task at hand and
the skill level of each team member performing that task.
The team leader also demonstrates effective emotional and
social intelligence competencies including empathy and
relationship management/social skills as well as plays a critical
role in raising morale by having coaching conversations with
team members (leveraging on GROW model) and providing
developmental feedback to improve individual and team
performance. Finally, the team leader takes an active role in
guiding the team through each stage of team development
by using team-building activities and celebrating the

success of early wins

The key to success for any digital transformation is team
leadership commitment. The leader needs to demonstrate
an innovative mindset to test and apply new technologies
and techniques that can be used to streamline existing

business processes and lead the business forward

They would need to create a culture where their team
members exhibit behaviors such as a sense of urgency,
calculated risk taking, increased collaboration, customer
centricity, continuous learning, and an open and trust-
based work environment where their team members have
a say on where digitization could and should be adopted or
which business processes to be redesigned

The disruptive digital team leader needs to communicate
the project vision with the “storytelling” approach to assist
team members, and the other employees organization-wide,
to better understand the business case for implementing the
digital transformation initiatives, where it is heading, and
why the changes are important. Leaders that follow this
practice are likely to achieve higher success in their digital

transformation projects

Finally, the disruptive digital team leader has the greatest
influence on the success of the digital transformation
projects by ensuring that there are clear targets for KPIs

and clear communication of the transformation’s timeline
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Best-Practice Toolkit: The Five-Step “AGREE”

Framework to Achieve Collaboration

The CEE has developed the five-step “AGREE” process (see Figure 9.3)
for achieving commitment to team collaboration at the workplace as well
as resolving conflict and negotiation situations as driven by the use of

communication skills.

A: Acknowledge

The critical first step in achieving team collaboration or resolving conflict
is for all parties to acknowledge that a conflict exists. This is particularly
important when any of the involved parties or team members prefer an
avoiding conflict management style. Acknowledging that a difference in
the way of working or conflict exists and inviting parties to collaborate
help set the tone for productive interaction.

Example: “I sense that we see this issue very differently, and I believe
it is an important matter. Would it be helpful, from your perspective, to
spend some time focusing on this? Who else should we involve to help us

find a workable solution or work toward resolving this?”

G: Ground Rules

Ground rules help establish the tone, climate, and time frame for a dis-

cussion toward a collaboration process. By establishing rules up-front, the

1 T ACKNOWLEDGE-

~ Setthe tone fora productive interaction

GROUND RULES: R 2

Clearer expectations and greater comfort

3 ReALITY.

~ Understanding the context of the issues on hand

EXPLORE: %L

Brainstorming and exploring multiple options

J { EXECUTE:

Implement or execute the best solution effectively

Figure 9.3 The “AGREE” framework to achieve team collaboration
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parties begin the discussion with clearer expectations and a greater degree
of comfort. Teams may also leverage their “team charter” if this has been
established.

Examples: Listen to understand; question to clarify; maximize partic-

ipation; silence means assent; speak for yourself; be respectful.

R: Reality

Establishing the context and understanding the current reality related to
the issues or conflict in question is the most critical step in achieving team
collaboration. It is used to move from the destructive side of collabora-
tion (blame or winning at the other person’s expense) to the constructive
side (resolving problems). In this phase, each team member demonstrates
empathy and article listening by clearly articulating their understanding
of the other person’s position and must consciously put any emotion aside
and reconsider the situation from all perspectives.

Example: “If I am understanding you correctly, you are saying . . .”

E: Explore

Team member rarely sees a need for numerous options when they see that
other members already know the right option, which is his or her posi-
tion. Brainstorming and exploring multiple options gives parties room to
explore alternatives from the other member’s perspectives and support a
problem-solving focus. The goal is to create as many options as possible
that are responsive to the interests of all parties.

Example: “What do you think are the possible alternatives to resolve

this challenge or issue?”

E: Execute

Sometimes, the best option is readily apparent and satisfactory to all team
members and the decision is made. More often, the team members select
those options with the most potential and continue to explore them. The
use of relevant objective criteria provides an independent basis for deci-
sion making by avoiding the will or power of either team member. Once

the best solution has been identified and agreed upon, the final step will
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be to implement or execute it effectively. Have a follow-up discussion
regularly to enhance collaboration.
Example: DPossible objective criteria include cost, timeline, and

customer demand.

Case Study: Turnaround of a Highly Dysfunctional
Project Team

Background

An established and reputable institution of higher learning in Asia real-
ized that rapid digital innovation has significantly disrupted all aspects of
higher education, fundamentally changing how universities operate.

The rise of online and blended learning and the development of free
online courses have transformed the higher education sector. Online
learning emerged over two decades ago as a technology category that
enables a range of potentially disruptive business models. No longer do
students need to convene at a central location to enjoy a real-time, inter-
active experience with a teacher and peers. They can instead participate
from anywhere in the world, more affordably and conveniently.

Digital technology is already providing solutions that have the poten-
tial to revolutionize tertiary education—at least if adopted widely enough.
Distance learning platforms, virtual learning environments (VLE), learn-
ing management systems, and massive online open courses (MOOC:s) are
all ways of allowing that scarce resource—the domain expert (lecturers)
with good teaching skills—to deliver teaching to a class over the Internet
in an engaging, multimedia fashion. No longer do students necessarily
have to be in the classroom; instead, they can watch video streams of
lectures whenever and wherever they happen to be. The platforms enable
them to interact with other students and instructors, download extra
materials, upload completed assignments, and more.

The president of the university understood the impact of this disrup-
tion and therefore decided to appoint a project team headed by one of
the senior faculty from the computer science department with the man-
date to design and implement a digital transformation project to build
digital capability throughout the institution, with the primary objective

to develop a distinctive competitive advantage, by enhancing the student
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learning experience and positioning the university as the university of
choice among the Gen Z (digital natives).

Following the announcement of the digital transformation project,
students and staff including the faculty members expected personal-
ized digital experiences, whether in their learning, teaching, research, or

administrative services.

Project Implementation and Challenges

The project leader, who is the head of the Computer Science Department,
is a brilliant and academically qualified engineer who recruited the mem-
bers of his team from other departments and also hired external talent
with the relevant digital skills sets to drive specific initiatives.

He developed the digital strategy with the support of the chief infor-
mation officer (CIO) and the head of the Information Technology (IT)
Department. The project involves the deployment of advanced digital
technologies such as cognitive computing, machine learning, virtual
reality, and augmented reality, to transform the university into a digital
environment.

The project leader was frequently directive and micro-managing his
team with requests for frequent updates at times on an hourly basis for
critical initiatives that he has assigned to his team members. He used to
shout across the office to call his team members.

Within six months into the project, several of the project team had
frequent misunderstandings between themselves and also with the stake-
holders, including the other department, particularly the teaching staff
who were apprehensive as to how their role will be impacted and possibly
made redundant; hence there was no support or buy-in for the said digital
transformation project. Several of the valued team members who were
hired externally with the much-desired digital skills decided to leave the
institution.

The project was subsequently delayed and the president being the
sponsor was unhappy with the state of affairs and decided to engage an
organizational development and digital transformation consultant from
the CEE to investigate and made the relevant recommendation to address

the problems.
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The Key Issues

The consultant conducted a series of individual and focus group interviews
with the project leader and the team members as well as the other stake-
holders, including the heads of department (HODs) and faculty members.

It was discovered that although the specific digital strategies were
developed with the massive investment and shift toward using new
technologies, there was resistance by the stakeholders due to the lack of
buy-in to the vision of the project. This was a result of poor communica-
tion by the project leader in articulating the business case for digital trans-
formation, and his reliance on the heavy investment in the IT systems
regrettably does not deliver the expected outcomes.

He failed to realize that he needs support from many departments,
not just the president, the CIO, and the head of the IT Department.
There was also a lack of digital literacy among academics, students, and
staff, meaning that early engagement and interaction to build the right
support networks is essential to achieving sustainable change across the
entire institution.

The high employee turnover, especially among the mission-critical
talent, had created misalignment in what was once initially a strong
performing team. There was a lack of direction and clarity on the respec-
tive project team members’ roles and responsibilities compounded by the
relatively ineffective team communication, which resulted in frequent

conflict leading to poor performance and results.

Recommended Actions

The project leader was provided with individualized executive coaching
to raise his level of self-awareness of his leadership and communication
style and how it has impacted the team members’ morale and level of
engagement.

The SCORE™ framework was introduced through the facilitation of
a series of team effectiveness meetings and workshops; the project team
achieved breakthrough results in employee satisfaction and interteam
collaboration.

The project leader made efforts to engage directly with the HODs
and other stakeholders. The team’s KPIs were achieved with shortened
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response times and improved communication project delivery within the
allocated budget.

Regular coaching conversations were conducted between the project
leader and his team at an individual level as well as with the whole team.
He adopted a much more consultative leadership style and empowered
his team members who are knowledge workers with both the digital skills
and know-how to carry out the assigned tasks.

The team’s emotional intelligence was enhanced and relationship
management became second nature as team members became more cohe-
sive and leading to the projects being back on track. The team leveraged
the “AGREE” framework whenever there was disagreement or potentially
contentious issues to be resolved among themselves.

A survey with the stakeholders confirmed acknowledgment of the
value that digital transformation will bring to the institution and how it
would support the university’s mission of enhancing the student’s learn-
ing experience and making the institution a choice among the Gen Z or
digital natives.

The project team’s ultimate proof of transformation was its unani-
mous decision to distribute among all team members annual performance
bonuses previously assigned to a select few. This presents some evidence
that high-performance teams impact not only the organization and stake-

holders but above all the gratified individuals that constitute them.

Conclusion

The success of a team should be measured at regular intervals so that team
spirit can be encouraged, either through celebrating achievements or by
sharing problems. In terms of measuring success, it is perhaps casier to
gauge the progress of a sports team than it is to rate the performance of
work-based teams; for example, the performance of a sports team can
usually be tracked by league tables.

Working as part of a successful team makes work enjoyable. It pro-
vides employees with a supportive work environment and enables them
to address constructively any conflict that might arise. In high-perform-
ing teams, leadership shifts during the stages of team development based

on team needs.
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Unlike organizational leadership, which remains somewhat constant,
team leadership can shift from very directing, when the team is being
formed, to more delegating, when the team is functioning effectively. To
transform into high-performance teams, easily implementable frameworks
such as SCORE™ and AGREE would assist in achieving that end goal.






CHAPTER 10

Are You Ready for the

Next Crisis?

Introduction

We are living in an era of constant disruptions and crises!

First, the COVID-19 pandemic: It upended lives and livelihoods as
it turned our lives and economies upside down—and it is not over. The
continued spread of the virus could give rise to even more contagious or
worse, more lethal variants, prompting further disruptions—and further
divergence between rich and poor countries.

Second, the war: Russia’s invasion of Ukraine, devastating for the
Ukrainian economy, is sending shockwaves throughout the globe. Above
all is the human tragedy—the suffering of ordinary men, women, and
children in Ukraine, among them millions of displaced people. The
economic consequences from the war spread fast and far, to neighbors and
beyond, hitting hardest the world’s most vulnerable people. According to
the managing director of the International Monetary Fund (IMF), hun-
dreds of millions of families were already struggling with lower incomes
and higher energy and food prices. The war has made this much worse
and threatens to further increase inequality (International Monetary
Fund 2022b).

She further adds that:

for the first time in many years, inflation has become a clear and
present danger for many countries around the world. This is a
massive setback for global recovery. In economic terms, growth is
down and inflation is up. In human terms, people’s incomes are

down and hardship is up.
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These double crises—pandemic and war—and our ability to deal with
them are further complicated by another growing risk: fragmentation
of the world economy into geopolitical blocs—with different trade and
technology standards, payment systems, and reserve currencies.

Such a tectonic shift would incur painful adjustment costs. Supply
chains, R&D, and production networks would be broken and need to
be rebuilt. Poor countries and poor people will bear the brunt of these
dislocations. This fragmentation of global governance is perhaps the most
serious challenge to the rules-based framework that has governed interna-
tional and economic relations for more than 75 years and helped deliver
significant improvements in living standards across the globe (Interna-
tional Monetary Fund 2022b). It is already impairing our capacity to
work together on the two crises we face. And it could leave us wholly
unable to meet other global challenges—such as the existential threat of
climate change.

As the most recent UN climate report highlights, the threat to our
planet is not going away (UN Climate Change 2022a). On the contrary,
it is getting worse. We must mitigate it everywhere, adapt where neces-
sary, and build resilience against the shocks to come.

We know what needs to be done: a comprehensive approach including
carbon pricing and investment in renewables, with compensation and new
opportunities for those adversely affected by the green transition. These
measures can also bolster energy security (UN Climate Change 2022b).

The IMF Executive Board approved the creation of a new Resilience
and Sustainability Trust. By providing affordable longer-term funding
and catalyzing private investment, it will help address macro-critical
challenges such as climate change—and future pandemics (International
Monetary Fund 2022b).

The news of the grounding of a large container ship in the Suez Canal
in March reminds us how fragile supply chain operations can be. The cost
of the disruption to international trade is yet to be finalized but estimated
losses due to the blockage could cost global trade between $6 billion and
$10 billion a week and reduce annual trade growth by 0.2 to 0.4 percent-
age points (BBC 2021).

There are other disruptions including the COVID-19 pandemic; rising
tensions in the Middle East and Europe including the Russian—Ukrainian
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war; humanitarian crises notably in Yemen, Venezuela, and elsewhere;
and a growing list of climate events such as hurricanes, wildfires, and
earthquakes across the globe.

Sadly, many of these events are not new. The World Economic Forum
(WEF) studies global, emerging, and geopolitical issues and produces a
Global Risks Report every year (World Economic Forum 2022). Inter-
estingly, they predicted the risk of a pandemic and other health-related
risks back in 2006 and since then we have lived through Swine Flu,
Ebola, SARS, MERs, and now COVID-19. These risks are derived from
the expertise of the forum’s extensive network of business, government,
civil society, and thought leaders. Their Global Risks Perception Survey
(GRPS) extends to multi-stakeholder communities (including the Global
Shapers Community), the professional networks of its advisory board,
and members of the Institute of Risk Management. As a point of refer-
ence for global risk, the WEF makes for a credible starting point when
talking about future risk.

As 2023 begins, COVID-19 and its economic and societal conse-
quences continue to pose a critical threat to the world: vaccine inequality
and a resultant uneven economic recovery risk compounding social frac-
tures and geopolitical tensions. In the poorest 52 countries—home to 20
percent of the world’s people—only 6 percent of the population had been
vaccinated as of January 2022 when the GRPS results were published.
By 2024, developing economies (excluding China) would have fallen 5.5
percent below their prepandemic expected GDP growth, while advanced
economies would have surpassed it by 0.9 percent—widening the global
income gap (World Economic Forum 2022).

The COVID-19 crisis has also had extensive collateral health
impacts, partly because other diseases were deprioritized. The pandemic
led to an additional 53 million cases of major depression globally (Lancet
2021).

According to the same GPRS report, the resulting global divergence
will create tensions—within and across borders—that risk worsening the
pandemic’s cascading impacts and complicating the coordination needed
to tackle common challenges including strengthening climate action,
enhancing digital safety, restoring livelihoods and societal cohesion, and

managing competition in space.
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McKinsey’s Global Institute published a report on supply chain
(McKinsey 2020b), which argues that as climate change makes extreme
weather more frequent and/or severe, it also increases the annual
probability of events that are more intense than manufacturing assets are
constructed to withstand, therefore increasing the likelihood of supply
chain disruptions.

The report features a case study of an automotive original engineer-
ing manufacturer (OEM) that uses leading-edge semiconductor chips
sourced from countries in the western Pacific like Korea and Taiwan.
McKinsey’s modeling suggests that by 2040, the company can expect
that hurricanes sufficient to disrupt its suppliers will become two to
four times more likely. Some of these disruptions may last for several
months.

At the other end of the scale is the example in the McKinsey report
of a commodity supplier of heavy rare earth elements, for example, chro-
mium or nickel. This supplier faces the prospect that the probability of
severely disrupted production from extreme rainfall may increase two- or
even threefold by 2030.

Typically, the more specialized the supply chain, the more severe the
impact could be for a downstream player; especially if the supply of a
critical material may only be available from the source that has been dis-
rupted. However, the more commoditized the supply chain is, the larger
the number of downstream players that may be affected by spiking prices
from a sudden reduction in supply.

Interestingly, the report also models how a well-prepared company
fares against a poorly or nonprepared competitor. In a scenario of a 1 in
100 hurricane year, the poorly prepared company can suffer a 35 percent
reduction in revenue while the well-prepared company is modeled to lose
only 5 percent of revenue (McKinsey 2020b).

It is worth noting that while we focus on the risk, there is the other
side of the coin, that is, the opportunity. Climate change can also cre-
ate opportunities such as the opening of northern polar shipping routes
cutting transit times (albeit with new geopolitical tensions) or deploy-
ment of “greener” modes of transport increasing company credentials

and appeal.
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Negotiating the Rebalancing of Risk and Resilience in
Global Value Chains

In recent decades, value chains have grown in length and complexity as
companies expanded around the world in pursuit of margin improve-
ments. Since 2000, the value of intermediate goods traded globally has
tripled to more than $10 trillion annually. Businesses that successfully
implemented a lean, global model of manufacturing achieved improve-
ments in indicators such as inventory levels, on-time-in-full deliveries,
and shorter lead times (McKinsey 2020b).

However, these operating model choices sometimes led to unintended
consequences if they were not calibrated to risk exposure. Intricate pro-
duction networks were designed for efficiency, cost, and proximity to
markets but not necessarily for transparency or resilience. Now they are
operating in a world where disruptions are regular occurrences. Averaging
across industries, companies can now expect supply chain disruptions to
last a month or longer to occur every 3.7 years, and the most severe events
take a major financial toll.

The said McKinsey report explores the rebalancing act facing many
companies in goods-producing value chains as they seek to get a han-
dle on risk. Instead of focusing on ongoing business challenges such as
shifting customer demand and suppliers failing to deliver or on ongoing
trends such as digitization and automation, companies should consider
risks that manifest from exposure to the most profound shocks, such as
financial crises, terrorism, extreme weather, and, yes, pandemics.

The risk facing any particular industry value chain reflects its level of
exposure to different types of shocks, plus the underlying vulnerabilities
of a particular company or in the value chain as a whole. We, therefore,
examine the growing frequency and severity of a range of shocks, assess
how different value chains are exposed, and examine the factors in opera-
tions and supply chains that can magnify disruption and losses. Adjusted
for the probability and frequency of disruptions, companies can expect
to lose more than 40 percent of a year’s profits every decade, based on a
model informed by the financials of 325 companies across 13 industries

(McKinsey 2020b). However, a single severe shock causing a 100-day
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disruption could wipe out an entire year’s earnings or more in some
industries—and events of this magnitude can and do occur.

Trade tensions between the United States and China as well as between
Russia and European companies (as a fall-out of the Russian invasion of
Ukraine in February 2022) and now the COVID-19 pandemic have led
to speculation that companies could shift to more domestic production
and sourcing. We examined the feasibility of movement based on indus-
try economics as well as the possibility that governments might act to
bolster domestic production of some goods they deem essential or strate-
gic from a national security or competitiveness perspective. Moving the
physical footprint of production is only one of many options for build-
ing resilience, which we broadly define as the ability to resist, withstand,
and recover from shocks. Technology is challenging old assumptions
that resilience can be purchased only at the cost of efficiency. The latest
advances offer new solutions for running scenarios, monitoring many lay-
ers of supplier networks, accelerating response times, and even changing
the economics of production. Some manufacturing companies will no
doubt use these tools and devise other strategies to come out on the other
side of the pandemic as more agile and innovative organizations.

To understand the full range of potential disruptions and avoid the
trap of “fighting the last war,” companies must look beyond the latest
disaster. Not all shocks are created equal. Some pass quickly, while others
can sideline multiple industry players for weeks or even months. Business
leaders often characterize shocks in terms of their source. These may
include force majeure events, such as natural disasters; macropolitical
shocks, such as financial crises; the work of malicious actors, such as theft;
and idiosyncratic shocks, such as unplanned outages. But characteristics
beyond the source of a shock determine its scope and the severity of its
impact on production and global value chains.

Today, much of the discussion about resilience in advanced economies
revolve around the idea of increasing domestic production. But the inter-
connected nature of value chains limits the economic case for making
large-scale changes in their physical location. Value chains often span
thousands of interconnected companies, and their configurations reflect
specialization, access to consumer markets around the world, long-

standing relationships, and economies of scale.
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Reshaping Your Organization in an Era of Constant
Crisis and Disruption

As it turned out, COVID-19 was less a “black swan” (catastrophic but
highly improbable) than a “gray rhino’—a big grey beast lumbering
along the horizon and then suddenly charging ahead as a high-likelihood,
high-impact event. The COVID-19 crisis proved to us all that resilience
alone was not enough to survive disruption. Firms also needed to be able to
adapt to the uncertainty of the “new normal”: They needed to be agile.

Building organizational agility into “business-as-usual” has been a
challenge for decades, and organizations are often impeded by the leaders’
and managers’ lack of disruptive mental agility and suite of disruptive
leadership competencies. Many of them have a misguided belief that
agility and resilience cannot work together. On the contrary, our research
has shown that the two can be complementary.

Today’s business environment demands organizations to adopt
organizational learning as a source of sustainable competitive advantage.
This means they need to learn to scale and deliver growth at clock speed
while enabling agility and sustainability.

Enabling growth today in an era of constant disruptions and cri-
ses would require a deliberate focus on elasticity: building agility and
sustainability into the design of the organization while ensuring that the
business can meet strategic business objectives and goals. Companies
need to adhere to evolving societal standards and operate using sustain-
able business practices to scale and drive growth. Opting in or opting
out of sustainability is no longer an option. Sustainable organizations
expand the term “performance” to optimize environmental, social, and
governance (ESG) outcomes as well as financial results. Since the relative
emphasis on these outcomes changes over time along with the methods
for achieving them, there is no sustainability without agility. Indeed, the
digital era has revealed the implications for the effective design and imple-
mentation of agile and sustainable organizations.

Organizations must be prepared for future disruptions which would
evolve into crises if they are not prepared and those. that place impor-
tance on resilience now, only to let become an afterthought later, will

do so at their peril. COVID-19, with all its indirect impacts, is the most



278 LEADERSHIP IN DISRUPTIVE TIMES, SECOND EDITION

immediate critical event organizations face so far in this decade, but it is
hardly the only one. There will be other potential forces that are creating
new and constant waves of disruption—creating both opportunities and
risks as outlined earlier in Chapter 2.

Companies experiencing fast growth must build an agile and sus-
tained organization designed to rapidly deploy and redeploy talent and
resources without denigrating operational capability in other areas.
Capability building includes everything from training on how to run
virtual meetings and executive coaching to workshops focused on teach-
ing fundamentals around how to lead change. While companies face a
significant opportunity to expand and realize revenue and profit growth,
they may not always readily have the organizational capabilities to do so
effectively. Why? For one, external disruptions to a given market (e.g.,
new regulations, innovations, and customer performance requirements)
can quickly make current business and/or operating models less viable.
Organizational designs must be able to outpace disruptive changes of
environmental jolts, economic shocks, and more classical reorganizations.

To evolve, organizations need to develop continuous change capabil-
ities. For organizations seeking to scale and grow, not only should their
leaders inspire change and be effective “change agents,” but they also
need to adopt an integrative and future-focused approach to their stra-
tegic redesign, allowing them to integrate structure, people, process, and
technology (PPT) as leverage points to drive growth. Engaging leaders
at all levels and aligning their growth and disruptive mindsets and pro-
viding the relevant incentives to reinforce new behaviors go a long way
toward executing large-scale organizational design efforts and growing the
company.

Research by the Centre for Executive Education (CEE) and the
Disruptive Leadership Institute (DLI) on best-in-class organizations that
have successfully navigated the disruptive challenges showed that they
took concrete steps to dramatically improve their capacity to anticipate,
respond to, and capitalize on the disruptive forces heading their way. As
a result, both CEE and DLI have developed the “L.E.A.DE.R.” frame-
work (see Figure 10.1) for organizations to prepare for the era of con-
stant disruption and crises ahead that could threaten the organization’s

sustainability.
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Leverage on organizational learning as a strategic advantage

Embed an i tion-driven or izational culture for preparedi

Foster organizational agility and resilience

Decisiveness in resolving VUCA-driven business challenges

Cultivate empathy (and empathetic listening) as a leadership skill

QOO0 Le

Deploy organizational resources effectively (“PPT” mantra)

Figure 10.1 Nawvigating disruptive challenges with the
“L.E.A.D.E.R.” framework

L: Leverage Organizational “Learning” as a Strategic Advantage

Organizational learning and management are at a transition point because
of the shift in disruptive digital innovations. There is widespread recogni-
tion that investing in organizational learning drives change and innovation.
Today’s organizations are operating in an environment characterized by
high uncertainty, risk, and turbulence, for example, natural disasters, ter-
rorist attacks, corporate scandals, and major product defects, to name a few.

These unanticipated crisis events, small or large scale, naturally occur-
ring or human induced, have a far-reaching and significant impact on
organizations and individuals within.

Avoiding or reducing such impact requires not only effective crisis
management practice but also significant learning effort from everyone in
the organization. Meanwhile, as the environment grows in complexity, it
is more apparent that the rate at which organizations learn may become
the determining factor in their ability to survive or adapt. Within such a
context, constant and continuous learning has become a necessity rather
than an option for organizational survival, adaptability, competitiveness,

and long-term viability.

E: Embrace “Experimentation” and an Innovation-Driven

Organizational Culture for Preparedness

Change is imperative. Yet many organizations’ large-scale transformation

initiatives meet with setbacks, delays, and even failure. Those that succeed
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are soon confronted with a painful truth: They are not leapfrogging. At
best, transformation can put these organizations on par with their newer,
more nimble competitors. As the pace of change continues to accelerate,
organizations across various industries are seeking a way forward. Devel-
oping an innovative-driven organizational culture can help organizations
to withstand disruption in the future, and it also offers important benefits
today.

While all innovation requires creativity and action to deliver value,
crisis-driven innovation demands creativity and action under pressure—
and oftentimes constraint—in response to a disruptive event or trend.
Understanding the psychology of crisis-driven innovation is an essen-
tial component of building a more resilient future and creating cri-
sis-driven innovation principles. Successful organizations run through
the crisis-driven innovation principles by applying the “think, do,
apply” model, cycle testing different scenarios and ways of working as
you explore new ideas and potential solutions. They keep learning and

experimenting.

A: Foster Organizational “Agility” and Speed

Organizational agility requires a cadre of disruptive leaders that can antic-
ipate business changes, stay flexible to adapt to shifts in the market, and
initiate change in their organizations. It’s the dynamic organizations that
have a much better chance of surviving—and even thriving—in the shift-
ing business environment. Embracing new ways of working and making
decisions can help firms avoid becoming mired in the bureaucracy, which
can bring change to a screeching halt.

It seems obvious that when faced with a crisis, organizations should
simply ramp up more speed and agility to seize an opportunity. But not
all organizations do. Speed is not simply an attribute of an organizational
activity tied to clock time. Rather, speed is a complex, performance-
enhancing organizational capability that requires a holistic approach to
its development and execution. Speed alone enables companies to operate
quickly only in already established product domains. During a crisis,
companies must also demonstrate agility, a capability that allows the

organization to pivot to adjacent or entirely new product domains.
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D: “Decisiveness” and Rapid Decision Making

Agile organizations navigated the initial impact of a disruptive event and
crisis better than most. One reason is that they delegate decision making
to frontline employees and to other critical roles where value and risk
are concentrated. Yet, delegating does not mean leaving people on their
own; rather, it is about coaching (not micromanaging) decision makers to
make successful decisions, providing guardrails, and empowering them to
make final decisions.

Making decisions faster inevitably means mistakes will happen. How-
ever, organizations should adopt experimentation and give employees room
to make those mistakes—as long as they don’t threaten the business. Our
research unveiled that best-in-class organizations take steps to build risk
mitigation into their decision processes. This lets them continue to move
with speed: moving forward with implementation and quick test-and-learn

cycles that allow for nimble adjustments and open doors to opportunities.

E: “Empathy” and Empathetic Listening

Empathy affects our ability to adapt and achieve results. It is the capacity
to understand what someone else is experiencing. Leaders who prac-
tice empathy consider what people in the organization are experiencing
through their frame of reference. When leaders are being profoundly
impacted personally and professionally, it’s important to check in with
people regularly. Asking someone how they’re doing takes on a whole new
meaning and dimension during a time of massive disruption.

When you take a moment to connect with someone, you create the
right experience for employees. During times of crisis, empathy is of
great importance as our research has shown that leading companies that
pivot from marketing to helping and from fulfilling customer desires to
meeting customer needs have achieved great results. These socially con-
scious organizations across sectors and geographies are finding ways to get
involved and support their customers and communities. By consciously
providing empathy and care during this crisis, companies can build a
foundation of goodwill and long-lasting emotional connections with the

communities they serve.
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R: “Resilience” in Navigating Disruptive Change

During times of disruption, embedding resilience at the heart of the
organization is crucial for building a foundation for growth and inno-
vation and pursuing new opportunities. Both leaders and employees at
large need to be empowered to take positive action during a crisis, and
organizations can achieve this by equipping them with the right skills and
competencies. By rehearsing different risk-type scenarios, crisis manage-
ment or response teams can develop the ability to operate effectively, even
under the most challenging disruptive conditions.

At the same time to successfully navigate extreme uncertainty, effec-
tive crisis structures, plans, and processes must be developed to help
absorb and recover from the impact of unprecedented or extraordinary
events. By managing the response, owning the data, and making better
decisions, the organization can move through a crisis and emerge stron-
ger. As a result, even in a worst-case scenario, you can navigate extreme
disruption; protect your people, customers, and business; and build trust

with your stakeholders, regulators, and wider society.

Best Practices for Building Organizational Resilience

There are several actions that leaders could consider how to steer their

organization toward resilience in an era of constant disruption and crises:

1. Demonstrate Strategic Foresight
Leveraging cognitive readiness skills and disruptive mental agility
where the leader could anticipate, predict, and prepare for their organi-
zational future. This could involve activities such as learning to scan the
external business environment, listen, monitor, notice, and learn from
events, or things that can affect the organization. Strategic foresight
seeks to help leaders think through uncertainty. It employs scenarios
to consider how trends and developments in several areas may come
together in different ways (“connecting the dots” to affect the operat-
ing environment of an organization both positively and negatively).

2. Demonstrate Cognitive Readiness and Critical Thinking
Next, the leader must be able to critically evaluate and analyze the

data collected to develop insights, in other words, be able to interpret
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and respond to the present conditions. Building situational awareness
and searching for latent problems and errors are two key skills in this
space. Adopt the inspirational leadership style by encouraging exper-
imentation and people to report anomalies, mistakes, and concerns,
and providing confidence that these will be addressed is a fundamental
part of this stage and may require a step change in the organization’s
culture. This will enable people to explore the problem and encourage
novel solutions, which might shift people’s mental models and adopt
growth mindsets. (Someone with a growth mindset views intelligence,
abilities, and talents as learnable and capable of improvement through
effort whereas, on the other hand, someone with a fixed mindset views
those same traits as inherently stable and unchangeable over time.)

. Adopt System Thinking and Connect the Dots
Here, the organization must learn to monitor and review what has
happened and assess the changes and implications from both risk and
sustainability perspectives. This can be achieved by putting in place a
robust process for identifying, prioritizing, sourcing, managing, and
monitoring the organization’s critical risks and ensuring that the pro-
cess is continually improved as the external or macro-business environ-
ment changes. Systems thinking offers a way to better predict future
outcomes—based not on past events, but on a more intimate under-
standing of the surrounding structure and its elements. Structure, to a
large extent, determines the behavior and actions of the leader.

. Adopt Organizational Learning and Knowledge Management
This is about being able to correct organizational practices by learning
from experience and past mistakes which is part of the organization’s
knowledge management (KM) system. Future performance can only
be enhanced if your organization is willing and able to change behavior
as a result of experience. In simple terms, reflecting on an event is not
about where the fault lies but what could have been done differently.
Through KM, organizations seek to acquire or create potentially useful
knowledge and to make it available to those who can use it at a time
and place that is appropriate for them to achieve maximum effective
usage to positively influence organizational performance. It is generally
believed that if an organization can increase its effective knowledge

utilization by only a small percentage, great benefits will result.
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Conclusion

The recent COVID-19 pandemic with its devastating consequences has
tested political and business leaders globally and has exposed deficits in
crisis communication, leadership, preparedness, and flexibility. Extraor-
dinary situations abound, with global supply chains suddenly failing,
media communicating contradictory information, and politics playing an
increasingly bigger role in shaping each country’s response to the crisis.
The pandemic threatens not just our lives and livelihoods but also our
economy and liberty as we have experienced during the lockdowns or
travel restrictions.

It has also imposed at times ethical dilemmas and emotional stress on
both the business leaders and the employees at large. Nevertheless, the
pandemic and other past crises including the Asian Financial Crisis in
1997, the 9/11 Terrorist Attacks in 2001, and Global Financial Crisis in
2008-2009 also provide an opportunity for organizations, leaders, and
governments to learn from their mistakes and to place their businesses,
countries, and institutions in a better position to face future challenges.

Organizations should have a sense of optimism (but grounded in
reality) and should not have a bleak view of the business landscape char-
acterized by the threat of new start-ups at every turn and the potential
disruptive impact these start-ups would potentially have on their busi-
ness. Digitalization is shaping the way organization operates today and,
to serve customers better, businesses must understand how to leverage
digital technologies to innovate and better serve them.

New start-ups and budding entrepreneurs are leveraging digi-
tal technologies to disrupt the marketplace by developing creative and
innovative solutions that are delivering on and exceeding customer
expectations. However, these digital technologies also present golden
opportunities for established organizations to transform their businesses
and become disruptors themselves as we have seen how DBS Bank (in
Chapter 7) achieved this when faced with the emergence of “fintech” and
platform-based competitors.

Every business today needs to embark on digital transformation
if they have not done so already. Digitalization is not just about how

technology is being incorporated into the organization; it’s about how
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technology can be leveraged to create new opportunities for the business
and also ensure the organization serves the customer of today and tomor-
row. Digital transformation is for all sizes and types of organizations as
it provides opportunities to innovate, retain, and capture more market
share in the segments that they are currently serving or in the new ones
that they are entering. Digitalization would also be able to streamline the
way the organization currently works by developing and implementing
effective and efficient systems and processes that would result in increased

productivity, profitability, and sustainable growth for the business.
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