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Introduction

It used to be that business people were staved for information about the latest thinking on issues like the economy, business and the future. In
this digital age, there is no lack of access toinformation on what other people think. What is missing is a way to filter the vast amount of available
information to assess what is relevant to you the reader, how to prioritize it, sequence it and finally take action.

No relevance, No action, No change.

The reason that it is so difficult to comple te this action sequence is because the new economy has elevated the playing field for business from a
local, stable and relatively simple environment to one that is now global, unstable and complex.

To paraphrase Einstein, a O U wE E Oz U wU O O Yd sante ueveltiiaEtOvhs@nedied, wdliust learn to elevate your thinking to see the world
anew. Elevating our thinking is a challenge because our habitual way of thinking creates hidden barriers for us, which makes it ver y difficult to
change unless someme points out the hidden barriers. Understanding that we all have our own unique hidden barriers is the first step in
considering whether or not personally it is worth the risk for you to collaborate, to innovate or to try anything new. After  all, popular literature
has been saying for at least 30 years that we need to be more collaborative, innovative, creative and productivet but knowing what is needed and
taking action on it are two different things.

The entrepreneur is most likely to rise in prominen ce as a result of the unique need that is emerging within the new economy, an ability to
navigate uncertainty and volatility. There is a sweeping shift going on where the critical success factor for successful busness is shifting from
optimization to transformation. For individuals, this will require developing the capacity to jump from being a functionally efficient performer to
an effective intuitive adaptor and back again, as circumstances dictate. In the old economy you could thrive by optimizi ng one or the other; the
new reality will require us to do both. For businesses, associations, educational institutionsand governments whose structure has been designed
to thwart this kind of change so as to maintain the status quo and ensure the preservaion of the core, the implications will be massive and mostly
hidden.

To move ourselves, our businesses and even our country to the next level, there are three hidden challenges that we as business people must
master:

Our thinking

The hidden influence of structure on our thinking/doing

The marriage of entrepreneurial thinking/doing with professional management

The magic in revealing what has previously beenhidden, is that it frees up huge resources in the form of energy, enthusiasm and drive to
accomplish what was previously impossible. This eBookis an invitation to explore ways to think, do and accomplish what might previously have
been impossible, according to your own unique needs and goals.



How to use this eBook to greatest advantage

The biggest opportunities to emerge out of the new economy are the rewards to be gained by shifting focus, and eventually shifting an entire
culture to be more customer-centric. The paradox with creating a more customer-centric culture is that the place to start is not with your customer,
but with yourself. Your customers do not have answers for you, they are looking to you for answers to their problems ¢ some of which they
cannot even articulate.

By first gaining a deeper and broader understanding of the implicat ions of the economic transformation as it relates to you personally and

secondly as it relates to your business, you accumulate new resources, new insight, new approaches and new options all of which add up to new

ways of thinking. Part One of this eBook dealU wb D UT wl OP wOOwWUT POOWEDPI I 1T Ul OUOadw! awlUPOT wUT T wUBDOx Ol |
to shift the way you think. We encourage you to practice with this new orientation.

Having gained insight as to how to think differen tly, you can use this new orientation to reassess what optionsand resourcesmight exist for you,
your customers and your business. The people who define the culture of the business, who allocate resources, make decisions, work with

U1 ET OOOOT a OwE OE wbWwiltalsgnédd ro bk anduaet iteeemilg. 3 The right kind of structure and processes can enable this need to
change and the wrong kind of structure can greatly hinder change. Part Two of this eBook provides a new structure to help you filter strategic
priorities, sequence potential action items and shift your thinking to be proactive and even pre -emptive in helping your customers navigate the
current uncertainty and volatility.

The evolution of a business is contingent on 3 interdependent influences; thl wi OYPUOOOT OUOwD Uz U wkes ahtd Belbusithestbaub EOU U WE O
ability to deliver on those needs within that environment. It is typical of these interdependent influences to change incrementally . When they

change in transformational ways, rather than incremental ways, it dramatically changes the playing field in ways that are often hidden. Part Three

of this eBook provides you with insight as to how others have realized the hidden potential amidst transformational change by adapting their

strategic context, structure and orientation so that their businesses ability to deliver is always in sync with the new environment and emerging

customer needs.

We have included two Appendices that are contextual basednarratives, frameworks and assessments that address the rare set of circumstances
and opportunities created by transformational change. These frameworks can be used over and over again when you are in need of a filter to help
you assess priorities, sequences and actionable optins



Part One: Thinking differently

Not being able to see the forest for the trees

For decades, the Big Three automakers of Detroit enjoyed unprecedented and unchallenged growth in their market. They had a magic formula for
success that focused on style, rather than quality and reliability; and the more success that they enjoyedthe greater their belief in their formula.
On the basis of their indisputa ble successasleaders and managers and on the strength of theirresearch, they forecast into the future with absolute
certainty that their future success would be as significant, if not gr eater, than their past. But as we now know, consumer buying preferences
changed over time as German and Japanese automakers slowly educated American consumers in the benefits of quality AND style.By 1986,
Japanese and German automakers share of the U.S. arket had grown from zero to 38% and if you fast -forward to present day, the Big Three
market share is over shadowed by the dominance of Japanese auto makers in combination with the influence of those from emerging markets.

"OPwPUwhUwUI E tandbrightasbriabagdiszatbiueiders, with all of their sophistication and experience, failed to anticipate what in
hindsight appeared to be such an obvious shift?

611 OwaOUwWEDT wbOUOwWUT T whbUUUI woOi w? OO0V wWEI| bdhautte Bi Thue& @uuld 131> WiDIT WIED WuBWHwE OWWE i wiD
occurrence. Over the last 50 years it has happened in industries as diverse as the steel industry, music industry, manufactuing, entertainment,

and speed of this type of phenomenais accelerating at unprecedented rates due to the influence of technology.

Research is split between a focus on doing vs. thinking
TheresearchO WEE U]l wOOw? 1T Opbwl0i PUwl Exx1 OU~» wi EVUWET 1 OQwE P Y b Ewhé toBctiéently b éndiis Bated E WE E O x U
on observations of what successful leaders and managers have done in the past to navigate dramatically changingtimes. 2.

The second camp which is a more recent development, focuses onhow to think differently , which includes insight on how to change your
thinking so that you can be both proactive and even pre-emptive in your thinking AND doing - when dealing wit h big change.s.

In this eBook we will provide you with insight, activities and suggestions to help you start to think differently. The world is changing at an

unprecedented rate of speed and complexity, which is forcing everyone in business to reconsider what they think are the basis for commerce and

EOOx1 UPUDPOOSwWET DPOT wOT T Ul wPDOOWET wx Ol OUawdi wUUTT1 UUDOOUWE CGaE anknitatiorOd® wd Ul O U w!
explore ways to think and do differently, according to your own unique needs and goals.



Structure informs behaviour

Behavioural based researchers and practitioners have long understood that structure informs behaviour. We have all experienced how
disorienting it can be to dramatically change the structural layout of our work space or when we move to a new home. When our physical
structure has been dramatically altered, we are no longer able to operate on auto-pilot because nothing is in the same place as it usedto be. In
response to such an obvious example of a transformational change, we are forced to think in new ways to be able to successfuy navigate our new
environment. A big change in our tangible structure forces us to change the intangible structure whic h informs how we think , and ultimately what
we do.

By contrast, when the physical change is incremental, as is the case wherall you have changed is the placementof your notebook or tools within
your work space, the incremental change is not significant enough to force us to think dramatically differently.

In the case of the Big 3 autemakers, the structure of the change that they experienced appeared to them (incorrectly) to be incremental. For

professional leaders and managers who were in positions O wx OPT UwPOwlT | wAYZ UWEQCEwWwWYzUOQwUT T awl EEWOOOP OwC(
methodical change during their entire business life. Their experience and professional education informed their thinking. Ov er a life-time, they

learned to lead, manage, mee decisions, communicate, problem solve and® QU1 UEEU wPOwbEaUwUT EQwUT 1 AawEEOI wOOWEUUO

pervasive set of assumptions for successat General Motors. For example, they had come to believe that:

e GM was in the business of making money, not cars.

e The American car market is isolated from the rest of the world

¢ Everyone connected with the system has no need for more than a fragmented, compartmentalized understanding of the business.
The auto industry tr eated these assumptions asa magic formula for success for all time, when all it had found was a particular set of conditions...
that were good foU WE wOD OBUT EwOUDOI1 62

How to Think Differently: a simple formula
Thinking happens automatically and unconsciously and it sequentially follows a structured formula that happens in a blink of  an eye. Thinking

acted upon, contribute to new results. s.



A simplified version of the structure of our thinking is the PCA formula,
Performance = Choice + Assumptions.

Performance results are driven by the Choices we make regarding the actions we take which are driven by our Assumptions and b eliefs. If the

PCA, we will highlight how to change the structure of your thinking to be more aligned with the structure of the change you a re experiencing.

The place to start when using the PCA formula is Performance results. When you are getting the results you desire, there is no need to alter your
thinking. When you are not getting the Performance results you seek, then you should consider the underlying Choices and Assu mptions that
have driven that Performance and experiment by changing them in methodical ways until you get the new Performance results you desire.

Applying PCA To the Big Three situation

In the case of the Big Three auteOE Ol UUwOIl EEPOT wUx wOOwWUT T wi EUGawWYzUOwUT I PUwWT DUdi@dB®O E w/ 1 Uil OU
no reason to change the structure (choice and assumptions) of their thinking. All of their work experience involved navigatin g incremental change

and so they assumed that results would never change significantly 8 w6 T 1 QwUT 1 DU wx I U lidxbabde Gé&ylassimed the dhangéwasu E

temporary. When the results changed dramatically, they could not process the information because it conflicted so dramaticall y with their

historical way of thinking. They assumed the change in results to be temporary and looked to incrementally tweak their existing formula, until

stable results returned. They did this, not because they had weak intention or even poor judgement but, because they had no other choices given

that they were not aware of their underlying assu mptions.

? 6 1 a wdsthuatUré of our thinking , so powerful in affecting what we do? In part, it affects what we see. Two people with different assumptions

informing t heir mental models EEOQWOEUT UYIT wUT 1T wUEOT wi YI OUwWE OE Wi IwOBWDE |EwrE WuiE @ihdly indkd @UWORE O WEIDE
assumptions regarding their choice on which details are critical and which are irrelevant and then make choices based on those facts.? - 1 b w

insights fail to get put into practice because they conflict with deepl y held internal images of how the world works, images (and feelings) that
OPOPUWUUWOOwWI EOPOPEUwWPEAUWOl wlT POODOT WEOEWEEUDOT 69

The problem is not with our mental models. PCA provides a structural compass, which is really a model or over -simplification of how we think.

The problem is that most people are not aware that their assumptions exist below their level of awareness and they are impacting every aspect of

Ol 1 PUwWOPi 1 w3l 1T wYEUOWOERNOUDPUA WO woli i theylhakBIO B uwudEE®EIDI Ut WuWED E v B b B EuDE B ri O !
accomplish the doing. This lack of awarenessis cited as one of themost significant barrier sto future success inmanufacturing. -.



It is important to remember that t he fundamentals of how to navigate uncertainty have not changed. Entrepreneurs have proven that they know
OT 1 w? pafh &f Bdwaito navigate uncertainty , they have just forgotten UT 1 w? U Ipddt Of@w® IFar most entrepreneurs in leadership
positions, it has been so longsince they needed to consciously rely on their internal compass to navigate such significant volatility that most have
forgotten that they even have a compass If they have forgotten they have an internal compass, there is a high probability they have forgotten how
to use it effectively and/or explain to others how to use it. If the business is small, there is less need to share tb specifics around that compass
because the leader can just direct people and resourcesbased onhis/her internal compass. When the business grows, it becomes mission critical
that others learn how to navigate using that same compass Sructure, process metrics and rewards are meant to translate that compass from the
intangible to the tangible. If the assumptions that inform the thinki ng around structure etc are misaligned with the economic reality, the results
will suffer and it will not appear at all obvious how to go about fixing it until you dig below the surface.

WEEUPEwWI EECwWOl wob iU uwrs uErdrd zutbuiiytgranciadibawmeERinE and then making a habit of reverse engineering
our thinki ng when results are undesirable, it is possible to accelerate performance resultsin all aspects of life. We encourage you to apply the PCA
formula to information presented in this document and elsewhere to help you consciously adapt your thinking  when it is appropriate .

In many ways, the experience of the professional leaders and managers at the Big Three aud-OE Ol UUwOIi EEDOT wUx wOOwUT T wi EVUOa w
the current experience of small to medium size manufacturers throughout North America and specifically in the Burlington area.

Same environment, same assumptions, same results

In Canada, we have just experienced 60 years of slow, incremental and methodical growth. In the period from 1961 to 1981 Canada experienced
only 11 months of recession.s. From 1996 to 2009 we experienced two full economic cycles, 7 + 7, years of unprecedented growth marked by
aggressive bull markets.

Performance results during this time ranged from outstanding to acceptable. In the last 20 ¢ 30 years, despite warnings from stakeholders on the
side-lines suggesting that the times were changing dramatically, performance results did not change radically enough to suggest that anything
more than tweaking was needed to existing success formulas. When results declined, the perception was that they were declining incrementally
and so, the response was to tweak the formula anddo more of the same only faster and harder.10 This was based on the assumption that things

Prior to the economic meltdown of 2009, the assumption that the economy was always going to be incremental, predictable and linear was never
challenged. The typical structural pattern was for the economy to heat up and then correct itself in cycles that we referred to as boom, bust and
recovery.

Economists, political leaders and business leaders are all experiencing the disorentation that accompanies a dramatic alteration to the structure of
their working world. They may disagree on the drivers of the recent economic meltdown, but none of them anticipated it and none of them are



suggesting that things will return to normal. As we have described in Appendix 1, this recent economic meltdown has triggered a structural break
in the economy. In a structural break, old patterns of economic behaviour such as cyclical boom and bust cycles can no longerbe relied upon to
predict the fu ture. Stated more simply, historical trends and patterns offer no insight as to the future. This is a most profound example o f
transformational change. The silver lining is that it clearly highlights the need for a new way of thinking/doing ; (see Appendix I for details as to what, why, how of

incremental verse transformational change).

So, the message is clear; now is the time t@hange our thinking and doing to be more creative, adaptive and innovative ¢ all of which play to an
entrepreneurs natural strengths.



Part Two: The Hidden Influence of Structure on Performance

The Structure of BusinessEvolution in the Old E conomy

When we look back over the last 60 years
at the historic pattern of evolution of a ""'i'Joint Ol Sl
um o o
P A 3 Levels of Business Evolution

business, from start-up right through to

maturity, it is possible to identify 3 Relationship || Strenger ||~ Supplier SDue;’;r"eec:
distinct phases that we have Lifecyle &
characterized as levelsin Figure 1.1. Basis of PREEUAT ||| @EFTES
Relationship Transactions Reliable
Transactions
Level 1: Culture of Experimenting , start- gs_.l.:afﬁvel Lovel 1 Lovel 2 Level 3
up focus flbeve cutureot Cutture of| cunreorcampetence
Experimenting
Experimental Performin g Systematic
. H Results
Level 2: Culture of Doing , growth focus Resul _I-I-Il
Level 3: Culture of Competence, profit b:4
focus of a mature company -]

Figure 1.1

Most small to medium sized manufacturing businesses that operate at a Level 1 or 2 are run by entrepreneurs.

Entrepreneurs are a unique bunch. As a collective group, they have a very strong respect for enduring relationships, working with scarce
resources and leveraging surprises 10 They are usually not business schooled, rather, they are street savy opportunists with a unique set of skills,
insight and motivation. Their ability to sense opportunities and successfully act on them represents a style of th inking and doing that best lends
itself to the Level 1 and 2 environments which tend to be high risk, chaotic, unpredictable, unreliable and relatively unstab le. The structure that is
best suited to an entrepreneurial bias is loose, flexible and customer facing which is completely aligned wit h the task at hand - get the business off
the ground and grow it. This is the type of structure that is usually associated with Level 1 and Level 2.

Once a business is off the ground and growing, there is an opportunity to take it to Level 3 by professionalizing the business. The most common
reasons to move the business from Level 2 to Level 3 is because the business has outgrown in size and/or scope and/or need ¢hability of the

10



entrepreneur to efficiently run it and/ or there is a desire to realize greater profits. Professionalizing the business is all about reducing risk and
volatility by controlling inputs through processes and ways of thinking that ensure reliable, predictable results, ultimately  in the form of prof it.

It is during this jump from Level 2 to 3 that experts, who are often professionally educated, are called upon to optimize pro fit through process.

Professionally educated individuals are unique, but in a different way. As a collective group, they ar e generally more risk averse, linear in their
thinking and their objective is to control outcomes. They often seek educational opportunities that provide them with the tools and insight that
will allow them to effectively manage risk to achieve reliable pr edictable results for themselves and others.

/ UOIi 1 UUPOOEOUWEUI WEEOTI wOOwW?EO? wUI EVUWE a wx U0 U D &hrdirlg b plate ib edukerEnvitEproeessOEET 1T UwU O w!
methodology like Lean and 6 Sigma to govern operations, salesprocesses enabled by integrated salesystemslike Salesforce.comto govern sales

etc. This top-down strategic systemizing is best matched with a hierarchical structure defined by roles and responsibilities that are funct ional in

nature, task oriented and meant to contain and direct resources and effort.

In a business context, the skills and insight of the professional are meant to be complementary to the entrepreneurial orientation. But, somewhere

along the evolution from Level 2 to Level 3 the focus can shift from an externally oriented sensitivity to customers and effectiveness to an

DOUI UBEOOGa wi OEUUI EwOxUPOPAEUDPOOWOI wxUOET UUT UwUOwUI EUU Itioniwhend&E DT OEadw PUUO
entrepreneurs in the business are ether forced out or choose to leave to seek out another Level 1 and/or Level 2 opportunity.

There does not need to be a tradeoff between effectiveness and efficiency;but often there is. It is important to understand that while the trade -off
can be triggered by differences in personality and approaches, it is sustained by the hidden influence of the structure and processes that are put in
place to contain and direct behaviour .

Thinking in terms of the AND
( OwOTi 1, théBigifreeduto-makers were operating at what we would identify as Level 3. During their long evolution to Level 3, rather than
retain the entrepreneurial sensitivity to customers and markets that is so vital to success at Level 2, they replaced it with Level 3 thinking.

In hind -sight, it is much more likely that had the Big Three auto-makers retained a structure within their organ izations that sustained an
1 OUUI xUI O1 U sepsliiviyEd-riarkél 8nifts, customer buying habits and emerging (hidd en) opportunities, they would not have missed

the game changing shift in their industry structure.

A Level 2 structure is customer facing and relatively loose because it needs to be adaptive in keeping with the strategic focus of growth. This
strategy and structure i s more naturally alignedtoan | OUUI x Ul 01 UUz UwOEUUUEOQwpbEa wOi wUT DOOPOT WEOCEWEODOI ¢

11



A Level 3 structure, historically, is more internally focused and relatively tight because it needs to contain and control be haviour and effort to

Up until the recent global economic meltdown, the need to blend these two ways of thinking has not been urgent enough to warr ant serious
consideration except in isolated circumstances that were unigue to particular industries that needed to transform. Businesses like IBM,
AlliedSignal and 3M are examples of big Level 3 organizations that have been able to adapt their thinking to successtilly move their businesses
beyond Level 3 by combining entrepreneurial thinking/doing AND professional management thinking/doing to consciously generate efficiency
AND effectiveness.

To explain how they and others have accomplished that, it is first necessary tocontrast the motivations of customers in an environment that is
predictable verse and environment that is not predictable .

Old Way/New Way
One of the biggest opportunities to emerge out of the economic meltdown is the change that the environmenU wi EUwi EEwWOOWEUUUOOI Uz Uw
value and their associated buying patterns.

Prior to the current economic meltdown, customers and industries created value chains based on the conventional evolution of a business through
the 3 Levels mentioned earlier.

%UOOWEWEUUUOO!I Uz Uwx1 UUxT EUPYI OwOiT 1 wOENT EUPYI! wi OUWEWOEUUUI ityfakdi@ric&tied wb EU w0 O
they needed to meet their needs. On this basis, the customer would be assured of achieving reliable, stabt and predictable results. The longer that

your customer interacted with you, the more likely that you could elevate your status from being just a Supplier to being a D esired Supplier if you

reliably delivered quality at a price that met their needs . On the strength of the fundamental assumption that the world was stable, predictable

and certain, the whole industry v alue chain was optimized by promoting UT DPUwUa x| wOi w?1 11 PEDPI OU2> wbOUI UEEUDPOOS w

This industry structure informed a competitive (behavioural) stan ET wb D UT w? x EUUOT UU» wbOwli 1 wUUxxOawEl EPOwPT PE
options available for year over year efficiency gains. Eventually, the quickest and most effective way for big players to rea lize efficiency was to

force suppliers, who were usually smaller players, to reduce prices and/or they would move production o ffshore to a lower cost supplier. All of

this behaviour was influenced through the structure and p rocesses put in place to optimize profit through an internal focus on efficiency.

Fast forward to current day and it becomes obvious that everyone is trying to figure out the implications of the post economic meltdown
economy, and that includes customers.

12



The common emotion in the current economy is one of fear. Fear can cause people to shut down. This can confoundyour sales efforts because
a OU U wWE U plréhése degisibns get pushed further and further up the hierarchy to senior executives whose job it is to weigh their purchase
decisions against an array of strategic options and influences that are very unique to them.

If you, as the supplier, have beendelivering consistent, reliable quality and price in keeping with the standards and expectations that were
historically associated with being a Supplier or even Desired Supplier, you can be caught flat-footed. Unless you and your sales team have a
working knowledge of the strategic context that your client or prospect is using for current and future decision making, it is difficult to help them
in troubled times . This makes it almost impossible to effectively engage with senior executives who are now tasked with decisions on behalf of
your customer organization. If your customers purchase decisions havenot been pushed up the hierarchy to executive, but still rest with buyers
and/or distributors , the criteria for purchases are often transactional rather than strategic, and customers become even more price sensitivewhich
moves you down to a Level 2 or even Level 1 relationship with your customers.

The Big Opportunity ¢ The New Structure

Entrepreneurs thrive in the type of unstable and unpredictable environments that we are now experienci ng, post meltdown. Customers, who
themselves are often professional managers in mid to big businesses, often donot have the filter and skills of an entrepren eur. Historically
speaking, professional managerswere rewarded for optimizing performance rather than transforming their thinking and doing to achieve
transformati onal results. They cannot see the faest for the treesbecause they have never needed to venture into this part of the forest before and
so, they need help navigating this new economy. As a result, right fit customers and their organization are now much more receptive to you and
your business providing strategic insight, advice and suggestion. This is a dramatic changein the basis, form and potential scope of a relationship
between supplier and customer.

To lever this change, it is imperative that you consider the world through your customer 7 eyes.As we have stated throughout this eBook,

knowing about the need to be more customer centric and taking action from that perspective are two different things. A colleague of ours, Adrian

Davis, the President and CEO of Whetstone Inc., has developed aprofoundly effective way to enable a customer-centric focus. By providing an

DEI EOOwPOwWUT T wi OUOWO! wlUT 1 wll OEUDPOOUI bx w+ DI | E aelathship-fom e euothiu ) Q UUB EOUwU GWBIY |
as it evolves from Stranger to Supplier to Desired Supplier, to Trusted Advisor to Strategic Ally. From that new orientation, Whetstone has had

great success with helping an organization adopt enterprise-wide orientations such as buyer-focused selling, customer experience management

and value innovation to realize the previously hidden opportunities that accrue from a more customer centric orientation to the new economy.

13
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In the spirit of collaboration, we

have integrated Whetstone ( O E 8 :

orientation with ours to provide
you with a strategic context that
extrapolates beyond a Level 3
evolution to include the 5 Levels of
Business Evolution that are now
available to businesses as a result
of this transformation.

Rather than move badkwards in
your relationship with your clients,
from a Level 3 to Level 2 or even
Level 1, it is possible to always
move forward on this 5 Level
continuum depicted in Figure 2.1.
All of the research that supports
the thinking that contributed to the
creation of the 5 levels context has
been included as a reference
sourceaz
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The Road Map visual in Figure 2.2 depicts the 5 causal
business models most commonly associated with
superior performance within each of the 5 levels of
business evolution (in the new knowledge based
economy). The arrows and attributes denote the causal
prioritized sequence, starting with Leadership, that drive
the achievement of the desired result above it within each
of the 5 Levels. For example, at Level 3, if the
Productivity result is not being achieved, it is likely that
the associated cause is a combination of either irrelevant
Productivity metrics and/or inefficient or ineffective

Work Processes or lack of Team Engagement etc. Each of
the causal attributes, in this case Productivity and Work
Processes etc., would be further broken down into sub-
sets to assist with diagnosing and remedying
performance gaps. Appendix Il provides a self diagnostic
framework that is designed to help you start the strategic
analysis that will inform how to best navigate the new
economy

If you, like so many others in this new norm , are not exactly certain atout the needs of your customers, we suggestthat you conduct a quick
exercise with your sales and marketing team to uncover some of the hidden assumptions that are creating barriers to your success Keeping in
mind the logic of PCA, ask the following questions:
e What do we know as a fact about our customers?
e What do we sense is true, but cannot support with data?
e 61 EUWEOO7z Uwb I questidisiean wé dskolrselvesU OwWUOEOYIT Uwbl E0wbk]l wEOGOZz UwOOOPY

e What must we accept will never be knowable?

e What limite d experiments can we design to test our current assumptions about our customers?
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It is helpful to remember that that part of you that is entrepreneurial and creative started out in business navigating uncertainty, volatility and
unpredictability. In fact, there is probably no one in business better suited to successfully navigate the new economy than you ¢ you are the

navigation expert.

A big chunk of what we all do and how we thi nk ... is unconscious. The objective in providing the 5 Levels of Business Evolution Framework and
Road Map is to provide you with a visual context to become more conscious of the Assumptions and Choices that you made in the past and that

you can make in the future ¢ from your customers perspective.
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Part Three: Realizing the Hidden Potential

Recovering a customercentric focus
The current environment is new because it is currently unstable, unpredictable when for years the old environment was relatively stable and

predictable.
The new, and more relevant assumption is that instability and volatility are going to be the sxorm zgoing forward.

If you canaccept thisassumption, then we need toreview how effective the current structure, pr ocess, metrics and rewardsare in directing the
new kind of behaviour needed within your business. While certain aspects of your business world are going to continue to remain steady and
predictable, other aspects need tochange toaccommodate uncertainty and volatile change.

Gaining insight as to what needs to change and what needs to stay the same starts with a review of the subtle nuanceswvhich have contributed to
your past success when dealing with customers. To accommodatethis review, we will use the 5 Levels of Business Evolution as astrategic context.
This will nudge your memory to help you become more conscious of your own internal compass and bring forward to your consciousnessthose
things that wil | become vital to success in thefuture. We will do this review from the customerz perspective so that theoverriding objective of
being more relevant to and for your customers is maintained. Some of the things to consider when reviewing the evolution of your relationship ,
from the customers perspective, are the following:
e customers are people, so a sensitivity to people skills will become more mission critical
e customer interaction include s all touch points in an interaction with a customer starting with t he look, feel, tone, information and
context of packaging, invoices, email communication, face-to-face interaction, collaboration, complaint resolution , receptionist scripts
including product/service features and benefit s
e customer facing interactions must be adapted to accommodate your customers current need for safety, relevance, utility as it relates to
current and future needs
e The efforts, attitudes and resources of your entire team, ie your culture, need to be aligned to support this effort, rather than hinder it
e The structure and culture will need to shift to accommodate these changes.
e Thefirst place to start in identifying what should be altered and what should stay the same is the entrepreneur z internal compass

As we briefly review what the evolution of the relationship between you/your business and your customer might look like in the future, we

suggest that you take notes for yourself as ideas pop up. Writing ideas down dramatically increases the chances that you will remember them. By
doing so, these ideashave a chance of being shared with others and integrated into future strategieswithin your business.
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As you will recall from the introduction , when something has relevanceto you, you are more likely to take action and if you take action it is more
likely that you will realize the much needed change that you seek.

From a customerg perspective....

At Level 1, the customerdoesnoti EYT wEOa wUI OEUPOOUT DPx wbbPUT waOUUWEUUDPOI UU wE Oisings€aeiaUOOwli 1 w
Stranger.

At Level 2, the customer decides to buy from you and at this point, the customer considers you a Supplier. Their assumption i s that you are
supplying a product/service that meets their needs and their needs dictate that the price is right and the product/s ervice does what you say it
does. If you satisfy this for the customer, then you have successfully completed a transaction. At this stage of the relationship, there is not enough
familiarity ortrust UOwWUUT T 1 U0wUIT x1 EVWEUUD AT U Unketfing mes€ageiuwOur bekefit3yGunidgic (b bl effou fo @diidhte Dé
customer so that you might secure the next transaction and grow the relationship, if that is what you desire .

At Level 3, the customer is interested in having you and your company ente r into a relationship with a future ; as one of their Desired Suppliers.
Their fundamental assumption is that the future relationship is secure if you continue to satisfy their needs on the basis of what you have
delivered in the past. In this case, that means that the product/service will continue to perform the wa vy it has in the past, this confirms D €utility.
It is understood that the quality will hit or exceed previous standards because any upgrades that are realized will be passed along. It is also
presumed that you will be able to reduce the price over time because they have committed to a longer term relationship which allows you to
invest in process that ensures functional efficiency, which reduces costsin operations and on the sales/marketing front. Having secured a long-
term relationship, the assumption is that you can shift your sales/marketing effort from a push to a pull strategy, because s ufficient volume has
now been achieved. Even if sufficient volume has not yet been achieved, the assumptia is that through efficiency based sales and marketing
process margins can be improved. A continuous and disciplined focus on reducing waste on the sales/marketing front as well as the operations
front will ensure that sufficient savings are realized to e nsure lower costs are passed along tocustomers and a modest profit is realized for you,
the supplier.

At Level 4, the game changes dramatically. Differentiation between service and product is no longer necessary, ideas and insight are the currency

and creative and operational collaboration is both the means of distribution and dissemination. The customer views you as a Trusted Advisor. To

be able to view you as a Trusted Advisor, the customer, as an individual and/or as a company, must have the mindset of win/win/win or no deal,

which is fundamental to trust and the dispensing of value -add advice.3 T 1 wt WEUx1T EQOU WOl wlOi 1 whDOYxyPDOYPDPOWEUI WEWPD
as an individual, a win from the customer z perspective asaE OO x EQa WEOEWE wP PO wi UOOwWUT 1 wUUxxOP1 Uz Uwxl UUxI EL
company depending on the breadth and depth of the relationship.
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At Level 4, the customer has accepted that you and/or a few key members of your team, understand them on apeople to people level and
secondly that you can provide insight that is strategically relevant to them. This level of engagement is possible because the customer as an
individual and as a company is receptive to input and insight and that is possible bec ause of your effectiveness in providing that input and
insight. At this level, c onsideration needs to be given to 3 fronts;

1,onPT 1T Ul wUT 1 wEUUUOOT UwoOUT Hasnbss evdiuBod,O wb UwdD Owb Uz Uwk wol YI Ouw

2rd where the individual person-to-person relation ship is at with your customer relative to the 5 levels, and

34 how aligned internally , you, the supplier organization is , which provides evidence of your ability to consistently and reliably deliver

Level 4 product/service in keeping with the foundation of trust and capacity for advice that defines the relationship at this level

The paradox with this type of relationship is that it is very difficult to provide (give) a deep and meaningful level of inte  raction that is also
strategically relevant if you yo urself have not experienced (received) that level of engagementand are not conscious of the strategic context as it
relates to your own business. Similarly, for a customer to be receptive to this level of relationship, they would have had to have receive d or be
receptive to learning about and receiving this level of engagement The good news is that changes in the world are influencing buying
expectations to such a degree that expectations around trust,engagement and collaboration are paving the way for this type of relationship.

Statistically speaking, a customer who trusts you will pay a significant premium for your services, refer you more frequently and even help you
with recruiting new team members when compared to a customer who does not have that level of relationship. 13This level of engagement is a
function of behavioural effectiveness and functional efficiency in combination with right fit customers. The assumption at Le vel 4 that some
customers are more profitable than others contrasts with the strategy deployed at Level 3, where the assumption is that every customer is a
profitable customer because profit is realized through functional efficiency. At Level 4 there is a blurring of lines between the value placed on
employees relative to the value placed on customers, as they are both assumed to be of significantly high value. A more relevant mental model
might be to treat customers as employees, and employees as customers to help eliminate the old PCA assumptionghat are contrary to this level of
engagement.

David Maister, a noted statistician and expert author of numerous books on this area has highlighted in his book, The Trusted Advisor, that the
Territory of the Trusted Advisor is defined by their ability to

1st Earn Trust,

2nd Build Relationship and

34 Give Advice Effectively.

Delivering on each of these aspects is possible through a combination of authentic sincerity and technique. Authentic sincerity is a by -prod uct of
authentic engagement and to be effective, it needs b be embedded into the processes and systems used at all touch points with the customer.
Technique needs to deliver value on the personto-person front and the business-to-business front and so it is likely that an integrated push /pull
strategy that provid es synergy between marketing/sales/operations will provide sufficient depth and breadth to connect w ith the needs of the
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customer. One of the most significant benefits to emerge from this type of relationship is the potential for the spin -off of new increm ental ideas,
products, services and business models. ThelLevel 4 relationship mirrors in scope and motivation the type of relationship that is commonly
associated with early adopters and some early majority customers. The use of the term early adoptersand early majority is a term that has been
used to identify those in the technology adoption life cycle who are willing to entertain, contribute to and participate int he innovative process.
They are not necessarily into technology, but they find it easy to i magine, extrapolate and appreciate the benefits to be gained through mutual
alignment. 14

At Level 5, the relationship has evolved beyond a person-to-person relationship to an entire businessto-business relationship grounded and
defined by the principle s of behavioural based loyalty economics, which inform an orientation to value, from the customer and employee and
stakeholders perspectives that drive the achievement of profit, growth and innovation, simultaneously . Interdependent trust, engagement and
strategically relevant creative capability define the Level 5 culture.

OwUT PUwOIT YI OOwa OU U pldyoud éntyé businesaiitid/thefralaboadhip & @ Grategic Ally. This is made possible by the
customer organization having evolved itself to a level where they need and value an ally to provide them with strategically relevant creative
capacity to co-extrapolate potential futures, co-create and cainnovate potential solution s that are highly customized. This type of relationship is
the function of a pervasive mind -set that is baked into the culture and informed by a well chosen mix of performance areas, skills, rewards
supported by relevant structure and processes. 1s. The resulting working relationship is highly interdependent and collaborative between
customer, your business, suppliers and other invested stakeholders.

The Level 5 relationship mirrors the relationship that is commonly associated with innovators and early adopters of new transformational ideas,
products, services and business models.ies The high level of integration and emotional engagement in combination with the very high degree of
strategic alignment create synergy that serves aghe springboard for new in novative development that has the potential to be transformational.

While each of the Levels 1 through 5 in the visual appearsto be discrete and separate, theyactually blend together in real life because theculture
of a business is a reflection ofits people. People are not discrete, linear or even predictable in times of great stress. They are complex, noflinear
and possess an innate ability to adapt, innovate and create that when directed through processes specifically designed to opimize behaviour al
effectiveness and creativity, create a very unique competitive advantage.

BusinessesE OOz OWET EQT 1 Owx1 Ox Ol wgods

A business ign entitymade upf peoplénteracting with people through process, guided by structure
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For a business to change, peopleneed to change. Innovation, creativity and the ability to adapt are not about products, service or even structure
and processes. Thae are the outcome of innovative thinking and doing . Innovation is about change, change is about people and the mechanics of
change start with thinking, either unconsciously, but hopefully more consciously.

The visuals at each of the Levels Ithrough 5 are presented in a linear column to visually demonstrate the need for alignment, which is achieved
when every person is singing from the same song-sheetbased on the goals and aspirations of the businessBefore you can move your business
from one Level to the next, you need to solidify your foundation ¢ which is your current level. It is entirely typical for the leader to opera te at a
level that is higher than others within the organization and pull the organization forward. The degree to which there is alig nment defines the
degree or probability with which goals are achieved as a function of the effort of the whole , rather than the effort of the leader. This does not mean
you will need to have everyone at the same level. In fact, if your strategy is to evolve your business to Level 4 or 5 and you are currently at Level 2
or 3, it is helpful to have individuals who ar e Level 4 and/or Level 5 thinkers (preferably including yourself) ¢ if you set them up within the right
structure and process. If you have forward thinkers on your team and they do not have the structure, processes and support to leverage their
strengths, this will hinder and perhaps even stall your efforts.

371 ws hvwUI EUOOWPIT a waitnbvateiib idtbecausd theyEudrdyQkwi EVYI wl Ul EVWDE]I EUOwWPUwWPUWET EEUVUT wlT 1
process or culture that nurtures great ideas. Researchconducted in 2009 by Feirong Yuan of the University of Kansas and Richard W. Woodman

Ol w3IT REVUwW 6, wi OUOEwWUT EVwbPOUUP]I UWEEOUUW?DOET T wUPUO? wepUOIT EY@SEEO] wWUOEDE Ow!
Employees are worried about co-worke rs thinking negatively of them if their suggestions are adopted and/or if their suggestions result in co -

workers needing to change their behaviour. 17.

At the root of these insights are the not so obvious parallels to be drawn from research done over the last 50 years on why change effots fail. The
# 1 reason that 786 of change efforts fail is because thechange effort does not adequately consider the subjective nature of how people deal with
their emotions, expectations and attitudes relative to change. s

The inability or unwillingness to deal with emotions, ex pectations and attitudes stems from a foundational assumption which flourished during
the industrial revolution , when people were treated ascogs in the production wheel. The factory mentality made North America the richest nation
in the world. This led to the convenient , although un-defendable assumption that people, like machines, could be consistently directed through
structure and process to provide consistent, reliable results. The objective of the hierarchical structure and associated work processes was ¢ direct
and reward effort relative to the completion of sequentially ordered tasks. Strategically, the best way to correct a shortfall in result s was to
intervene with some form of technic al training that consisted of telling individuals when, what, where and how to do the task at hand. If that
EPEOzOwbOUOOWUT OUUPOT WEOWUT T OwPEUWOT T wUl EOOEWOXxUDPODOS
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Enabling small I | eadership

The introduction into the work force of Generation X and the Millenials O U wiag ddnfounded this industrial orientation completely. Generation X
includes those individuals born after the baby boomers between 1961 and 1981, and the Millenials were born after that time. They have grown up
in a digital world that is global and Gen Xis moving into leadership positions, with Millenials on their heels. Guided by their experience
interacting within the structure and processes which govern the internet, they have a very different set of experiences and therefore, assumptions
about the way that the world works. Their life experience has not been influenced by the factory mentality, so they do not ha ve to unlearn in order
to accommodate the new ways of thinking required in th is new economy. Their ability to influence and make decisions has not been isolated to
their physical space or their station in life , as has been the experience of boomersTheir expectations around communication have not been
informed by one way radio or TV which was exclusively one -way communication, their world is informed by two -way interactive media. Their
ability to accommodate galloping change and multi -tasking has had such a profound influence on the way that they think, that it has literally
changed the way that their brains are wired. 19

In an unstable and unpredictable world, these employees, and their ability to create, emote, adapt, collaborate and engage will make it possible to
achieve competitive agility and therefore competitive advantage.

The speed of change is acceleratig at unprecedented rates. Old economy leadership models, along with the ir approaches to strategy, planning,
tactical execution and power sharing that they informed, now need to change. Even if the formal leadership had enough relevant information to
accurately predict the future, things now change so quickly that the content related to the strategy is often irrelevant by the time it is rolled out.

All of this adds up to a need topush down small | leadership responsibility for decision making, problem solving, communicating and navigating
aspectsof the businessto the team. When you educate the team on the strategic context of the businesswhich you must do to be a Trusted

Advisor and/or a Strategic Ally to your customer, the business isable to be more adaptive to your customers changing needs and/or the customers
shifting environment. Gen X and Y in particular have the genetic make-up to accommodate more change thanthe boomerswho are now in
positions of leadership. What these next generation leaders lackis the experience, skills and insight ¢ which can be transferred, taught and

learned.

Levering PCA, it is possible to reverse engineer some of your strategic options. If you assume that people are just interchargeable cogs in the
productio n wheel, then your choices governing how to achieve strategic advantage in the new economy are limited to the use of technology and
science. If you assume that people are resourceful, creative andadaptive then your choices fall along a different line of t hinking.

The role of people, team and culture in business is going to expand exponentially in large part due to the complex nature of the new economy and

the growing need in North America to compete on the basis of value -add. No two people are exactly the same and every human being has the
potential to improve th eir applied everyday cr eativity, both of these attributes inform a basis of competition that is almost impossible to duplicate.
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Advantage that sustains itself

realized by the self-sustaining nature of a culture that promotes this type of development. The need for creativity and innovation has never been

more acute. Globalization has eliminated North America OWE OOx EOaz UWEEDPOPUA WUOWEOOxT Ul wOOwWUT 1 wEEUDPUWOI w
prices dramatically decline t+ which is not likely in light of speculation and growing protectionism, pursuing a va lue-add strategy is the best

option. If the value -add phenomena is not enough to convince you of the need to adapt and innovate, unprecedented levels of uncertainty and

volatility have heightened the demand for creativity and innovation along with a client s willingness to pay for value -add. On the supply side,

people in general demonstrate an enormous capacity for resilience, creativity and flexibility when they are in an environment that demands it.

This new supply and demand scenario presents a new mix of drivers that give rise to the potential for a return on investment that has never
existed up until this point in history. When you invest in technology, the return on investment is premised on the assumption that the causal logic
that informed the creation of that technology will only change incrementally, for which there will always be system upgrades. When the change i s
transformational the incremental technology upgrades are not as effectiveunless you augment that with people skill upgrades.

When you invest in training people, the return on investment is premised on the assumption that people can adapt to changewhich is both

incremental and/or transformational and that they can adapt to change faster than any technology. Upgrades U O wx 1 OehabibuzallandEcreative

skill set are cumulative. If the orientation for continuous behavioural and creative skill upgrades is nurtured, promoted and rewarded within the

business, community and network , then it has the potential to become selfsustaining, self-organizing and self-correcting. ( OwUT PUWUET OEUDP OO w:
loyalty to their business community grows exponentially and acts to improve the retention of right fit employees, suppliers a nd customers.

Current examples of this phenomena include social media, crowd sourcing, open-source software development and innovation clusters. 2o

When an orientation to creativity and innovation through people and technology becomes selfsustaining and self-organizing, the investment
required to sustain this momentum g oes down dramatically . The responsibility for sustainability rests within the network, community,
organization and/or team . The creative and innovative output goes up dramatically while the relative costs to accelerate this go down. This
phenomenon is being fuelled by & I O w7 w Eudiduiri Brienihtion to collaboration and their drive to self -actualize. These changesexponentially
alter the math which governs potential return on investment . It is the new thinking behind the realization of massive financial ga ins in the new
economy.

The spark that ignites innovative advantage is behavioural effectiveness and creative insight. The practical application of that effectiveness and
insight is customization.

A jump from one level to the next level is accomplished by shifting the service/product delivery at your current Level of operations from a
standard production to a customized production. 21 Those customers whom you are servicing with a standard product/service w ould still be
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considered current Level customers in this example and receive a level of service consistent with that. Those who were interested in receiving
customized produc tion would be considered next Level customers. This is achieved by segmenting your business and altering the gructure and
process to accommodate bothas discussed in more detail later in this eBook.

The shift from a standard offering to custom offering marks a change in strategy, which require a different type of structure and associated
processesto accommodate the change. Generically speaking, custom work emphasizes behavioural effectiveness because there is a higher level of
behavioural application required such as applied specialized knowledge, intuition, creativity, innovative insight applied to the unique

application, utility, quality and relevance of the product and/or service from that particular customers perspective. This level of behavioural
capacity is not necessary when theproduct/service is based on a longestablished standard which is achieved through a focus onroutine

functional efficiency.

Functional efficiency is concerned with hitting tolerances, within tight metrics through a reliance on strong work proces ses and accountability
methods designed to produce to the same exactingproduct/service standard every time . Greater efficiency is achieved through experience and the
application of continuous improvement methodology and proces s designed to eliminate waste. Over time this focus translates to ever gredaer
productivity and prof it. With functional efficiency, the basis of competition is much less complicated and therefore much easier for a competitor to
replicate than a competitive stance based on behavioural effectiveness.

Behavioural Effectiveness

Behavioural effectiveness isconcerned with ensuring people are engaged at an intrinsic and extrinsic level. Right fit becomes much more
important here because the match up of people with customers and suppliers defines the basis of competitive advantage. Intrinsic drivers of
engagement include the ability, capacity and opportunity to receive praise, process complex emotions and energy, realize meaningful purpose,
use and expand imagination and creative capacity. Extrinsic drivers of engagement include clarity around expectations, access to the right
materials and equipment, an ability to d o what they do best every day, meaningful work, to re ceive recognition, opportunity to contribute and
grow, that supports a meaningful purpose, mission and provides them with a best friend and a seng of belonging. 22

The underlying PCA assumption governing the evolution of the custom er relationship is that your businesses ability to customize product/service
solutions for your customers will evolve in direct proportion to the level, type and quality of engagement of your entire org  anization.
Engagementis the outcome of collaboratively working to create culturally specific structure which enables individuals and the businessto execute
like a professional manager and an entrepreneur, simultaneously. For that reason, the various levels of engagement are explained in a little more
detail here.

At Level 3, the objectiveis to provide and sustain the extrinsic drivers of engagement to a standard level that is sufficient to achieving functional
efficiency as previously outlined. At Level 3 the focus is Profit and the business relationship with customers is that of a D esired Supplier, so the
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structure and processes that support that strategy are meant to contain and direct effort in keeping with the strategy, which does n ot call for a
high level of creative and/or innovative insight.

At Level 4 the focus is Profit and Growth, the business relationship with customers is that of Trusted Advisor, the structure and processes that

support that strategy have a dual focus. Theyare meant to contain and direct effort for that aspect of the business and for those customers who are

still only interested in alLevel 3 relationship and for those interested in a premium product/service r ight fit people, structure and processes are

matched to right fit Level 4 clients. Not all customers are profitable or desirable. Individuals and suppliers who possess the aptitude for a high

level of emotional engagement are assigned to this horizon. They need to develop a capacityin both the intrinsic and extrinsic aspects of

engagement so that they can self engage, engage the teapsuppliers and ultimately engage the customer.Employee-Customer engagement is

achieved through a strong emotional attachment that prompts confidence, a sense of integrity and pride thate OT ET | UWEWEU U U ORI Uz Uwx EU L
successful achievement ofemployee-customer engagement results ina 23% greater shae of wallet, 3.4 X more profit on a customer by customer

basis ard is one of the strongest indicators of financial health in the new economy. 23

At Level 5, the focus is Profit and Growth and Innovation, the business relationship with customers is that of Strategic Ally, the structure and
processes that support that strategy have a triple focus to contain, adapt and to innovate. At Level 5, the majority of the team, client base and
supplier base are interacting in highly collaborative ways that are enab led by a deep capacity to engage and innovate in strategically relevant
ways with customers who are interested in 1:1, niche and volume offerings that are custom, collaborative and even co-created.

An important distinction between Level 4/5 organizations and those in Level 1 - 3 is that Level 1-3 aresingular in focus. The focus at Level 1 is
start-up, Level 2 is growth and Level 3 is profit. Using this evolutionary cycle forces thinking that is OR related because the struc ture leads us to
believe that trade-offs between this or that is the only choice.

At Level 4, the focus is the achievement of Profit AND Growth, at Level 5 the focus is Profit AND Growth AND Innovation. The ability to execute
on multiple levels is informed through structure specificall y designed to accommodate the need for bénavioural thinking/doing that informs the
realization of results that are both reliable and adaptive, simultaneously.

How RIM sustains advantage

From the outset, Michael Lazaridis, the founder and co-CEO of RIM, was interested in growing a company that had the breadth and depth that

would allow him to stay focused on his sweet spot, which was research and development. Fundamental to his desire to sustain a focus on research

was his decision to keep hisprOEUEUWEOE wUT UYDPET wi Ul UT wEOEwWUI O YEOUOuwI UOO wURBabiliekoU U U OOT Uz Uwx
professionalize the organization was a strategic decision based on the assumption that a complementary skill set and orientation was required to

achieve this broad goal.
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exactly how to position their product and sell it because they had always been clear on their focus of being a Strategic Ally with their customers,

UEUT T UwUT EQwUOxxDOT wOUUWEUWEwW#1 UPUI Ew2UxxOPl U w?21EUT 1 U ealdghtta@limpse ¢f 0w OO wi B U w
what might come next: a handheld device that merged voice and data. More recently, Lazaridis has extended the product to arich new market:

EOOUUOA UUB 2 w

30wl RB1 E U éirhtegy, (t was tkcessary to design an approach to structure and process that allowed the 100% optimization of new ideas,
experimentation, testing, failing and adapting required to constantly grow AND the 100% optimization of process to achieve stable, reliable
results on purpose and on strategy. To achieve this strategic imperative, RIM designed the co-CEO structure that informs the t ype of behaviour
within RIM that best serves the overall long-term strategy.

From an outsiderz perspective, it would appear that the structure that RIM uses splits the focus of the business between the 2co-CEO leaders
along functional lines where La zaridis, an engineer with a bent for quantum physics, is given responsibility for R&D, Product Development,
Manufacturing etc. and Basillie, a CA and Harvard MBA is responsible for Strategy, Finance, Marketing, Sales, Admin. and HR.

Upon closer inspection it becomes more obvious that the two collaborate in a 100%/100% relationshipzs. where both fully bring their individual
strengths to bear on issues thatare never defined in terms of being functional, they are always assumed to bebusiness oriented. They constantly
stray across functional lines and although there is structure and process, it is there to direct and engagebehaviour rather than constrain and
contain it.

1(, ZzUwUOUUEUUUI wbUwbOwi EEVWEWEIT T EY P OU e Guake BlLbF thewttiCiusdd & thase drganizatiens ivioU w0 T EOwi U
have successfully transited from being singularly focused to being multi -focused and adaptive, in keeping with the new economic reality.

A couple of years ago, | participate d in a small strategy forum where Jim Basillie was sharing his views on the future and how RIM navigates
galloping change. Malcolm Gladwell ( author of Tipping Point, Blink, Outliers) was leading the discussion It became obviousvery quickly in the
session that Malcolm was working to validate his own personal assumptions regarding how Jim must think, plan, strategize and structure RIM
EEUI EwOOw) b Oz Uwahé d HaOadDMBIA uMaldoloErartied tie questions from the perspective that Jim and Mike must do alot of
discipli ned planning and strategizing, breaking the issues down into functional areas, chunking th em into small bite size pieces to be able to

that Jim became apologetic for not being more like a typical corporate executive. In fact, the two danced at crosspurposes for a good half hour
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philosophy and operating style.

These are some of the things that Jim statedthat | have paraphrased from notes taken at that time):

e There is no such thing as a functional issue, they are all business issues

e Things are happening way too fast for us to lay a solid strategy down because it constantly changes,morphs and emergesin response to
constantly changing circumstances

e Mike and | do not think of the company in terms of functional areas or neat little bo xes because it is all messyat RIM we think in terms of
the whole business

e |justrun as fast as | can and make sure that | take care of my physical and emotional needs so that | can bring my full selfto the game

e | cannot tell you what the future holds, ( z Y1 wl O U ca®dhhy SeEourgeb/es up in a way which ensures that we are best positioned to
respond to what presents itself, and then we need to respond as fast as we carin a way that is aligned with our bigger game plan

e He also acknowledged that there were those within RIM that did prepare strategy, pl EOUOWE UET 1 OUwl UEB WEUOwI 1 wEOUOED
were

was possible to control all of the moving parts with disciplined analysis and process. He stated that in the intervening years his experience had
proven to him that a strong philosophical foundation and an accommodating infrastructure and culture were more important than the ability to
analyze and forecast.No one can predict the future. Having entirely thrown the session off, he started talking about how vitally important trust
was to the process, he even had suggestions on how tqrepare yourself to be able to compensate for blind-spots and catch those insights and act
on them.

That session and subsequent interaction with other thought leaders dramatically influenced our way of thinking about business, strategy,
structure, process and the hidden infl uence of structure on behaviour. Most important ly it has highlighted the need for people effectiveness and
creativity. For purposes of emphasizing some of the more foundational assumptionsthatl T O1 EOI E wi U O @ande (n,genéraban@ Jin
Basillie's philosophy specifically , | include the followin g:
e Strategy is emergent,in response to the constantly changing environment, it is changing all of the time
e To accommodate an emergent strategy, you need an adaptive structuret one that is specifically designed to accommodate both functional
efficiency, growth and adaptive, creative innovation
e You need to rely on people within the business to pick up a greater share of responsibility for keeping an eye on emerging tr ends,
changing environments and shifting customer buying habits
e You need to trust yourself
e You need to trust other people to be able to execute with the level of speed necessary to move faster than the current rate bchange
e There is a way to keep all of the balls in the air and sometimes that way is not so obvious to others
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The marriage of ertrepreneurial thinking/doing with professional management

RIM is a great example of a very small business that grew to be a very big business. Lazaridis started out making circuit boards and initially grew

his business to $1 million in sales. Basillie, WWO wuP EUWE WEUUUOOT UOWUEPwWUT T wx OUI OUPEOwWPOW+EAEUPEPUZ WDE
business around that potential. This uniquely successful partnership between two very different men with very different style s, approaches, needs

and motivations provides us with a working model of how to combine the strengths of an entrepreneur with a professional manager to achieve

transformational results.

Lazaridis loves to solve paradox. His philosophical approach to business is uniquely suited to the new economy because an environment that is

inform s his orientation to business. zs.
Paradox is defined as afsgbntradictory statement which, when investigated or explained may prove to Heumelked or true

One of the most helpful approaches to strategy, decision making and problem solving within environments that are unstable and volatile is to

reframe challenges as paradox. Lazaridis was convinced that he could change the wireless industry by combining what he had learned about

digital signal processing at university with his expertise with circuit boards and surface -OOUOUwUI ET OO0 0T a 6 wderstéhdter | OWEDE Oz U
 OOUUI OWEOEWEOUOESZzZ UwUIT T whi 1 Ul wEPT PUEOQwWUDT OE O wx UsCFom dnbbtédersipetspeativett2OT wl OwUE
likelihood that a start -up from places unknown would rival any of the giants like Motorola or Er icson at the time was audacious. The most

obvious paradox was that while everything within technology was moving to smaller and smaller gadgets, his breakthrough produ ct started off

being as big as a hamburger. It was awkward, clunky and energy inefficient ; but it was transformational. Lazaridis zbias regarding business in

T1 Ol UEOQOWEOEwWxUOEUVUEUWET UPT OwUx1 EPIi PEEOOawPUwWUT ECwPOw?T EVQDOWEOUS wil 1T wi OYI

%UOOwWUT T wOUUUTI UOw1l(, ZUWExxUOEET wUOWEUUDOI UUwWI EVWET I OWEEOUUwWUIT UOOYDOT wx EU
e The prevailing logic suggests that the fastest path between two points, in this case startU x WE OE wx UOT PUOwUT OUOEWET wEwUUU
approach is not a straight line, it is circular, what we refer to as the Cycle of Sustained Innovative Advantage.
¢ RIM has always stayed true to achieving three things simultaneously, profit, growth and innovation while most small to mid  -size
businesses struggle with achieving one of these things at a time.
e The deeper paradox is that this is accomplished by creating an adaptive structure that never changes, and, this never changirg adaptive
structure informs an emergent strategy that always changes.

+ E 4 E U b E brurojettidyfa Codstantly changing potential future, while maintaining a focus on satisfying the constantly changing needs of
current customers, is typical of the natural talent of an entrepreneur. Having created products at Level 1 and brought them t o market at Level 2,
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Lazaridis hands off the responsibility to optimize returns on innovation to others. Part of the team then turn their attention back to identifying
next generation products at Level 1 while others develop markets at Level 2 and eventually gain tactical and operational efficiencies at Level 3.

Basillie, the professional manager, ensures that the structure, resources and rewards are available to balance the needs assiated with enabling
current manufacturing AND long -term product development AND the commercialization of new intermediate developments.

1(, ZUwUDPOUOUEODI OUUwi OEUUwWOOwWt wi OU btard 6 @ mriddn focug dinong budinkesueRddrs. WoetelREVP E U1 WEOE wO O
differentiates itself from most other businesses is in its ability to maintain that 3 h orizon focus in an environment that can be very disorienting,

chaotic and disruptive. It accomplishes that by combining the strengths of a 3 horizon structure with the organizing principl es inherent in the

Cycle of Sustained Innovative Advantage with right fit talent and skill.

The new playing field: the 3 Horizons Strategic Context

It is common, when the current environment is not performing to expectation, for individuals and businesses to pull all resou rces and expertise
from the intermediate and long -term focus and redeploy them to optimize a singular ly current focus, in this case survival. When the life cycle of
products and services were considerably longer, it was possible to take your eye off of the horizon and redeploy all resources to resolve the
current crisis because the environment did not change that much during the intervening time. Now with product and service lif e cycles shortening
in some cases from years to months, taking an eye off of the horizon can be disastrous. The paradox with a sigular focus, especially a focus on
survival, is that it would appear that nothing else is more important. The reality is that unless it balanced, it can direct myopic thinking that results
in the organization contracting and spiralling until it is dancing on the head of a pin with no latitude, scope nor energy to adapt and innovate.

Structure can beequally as effective at keeping people from defaulting to a survival focus as it can bein stimulating creativity AND innovation
AND a discipline d steady focust if you have the right structure.

The 3 horizons strategic cortext directsE WEUUD O UUz wOUDPI QUEUDPOOwWUOwUIT 1T wbOUI UET x1 OEl OU0wUl OEUPOOU
strategic intent on a behavioural basis and/or functional basis. This mental model can be overlaid onto an existing business structure and/or it can

real-time.

? UwE 00 x E @pthey aitrEdddideclining growth as innovation gives way to inertia. In order to achieve consistent levels of growth

throughout their corporate lifetimes, companies must attend to existing business while still considering areas they can grow in the future. The

immediacy of concerns around the current horizon can easily overwhelm other efforts import EQU wU OQwUT T wi U0HBUT wOi wEwWEOOxEDA»

To ensure a balance is maintained between the current and future needs, the business is managed on3 horizons; current, intermediate and long-
term. Each of the 3 horizonsis defined by service/product lines that share a common behavioural trait. For example, the core of the business needs
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to be the current focus, which should be defined by the behavioural trait of providing a relatively Steady return for Steady effort. The intermediate
horizon is defined by the behavioural trait of providing a relatively Variable return for Variable effort. The third horizon is the long-term horizon
and that is defined by New potential return for New effort.

OOUT T UwxEUEEORWI OUwWUT OUT wOOOODPOT wUOWEUxOPEEUT wl(, zUwUT B.G0tOtlisGnudd U wUT EU wa
easier for a small company to adopt this way of thinking than it is for a big company be cause there is notas much unlearning to do in a small
company. It helps to think about the horizons as interdependent specialty businesses, each of which have their own unique behavioural trait and
unique percentage share of key resources with their own unique critical processes, metrics and rewards. This orientation is both holistic and
chunked. Holistic because it encompasses the entire businessnd chunked, so that users can use it to creatgheir own unique filter for prioritizing,
sequencing and assasing the whole business and their unique area of responsibility, simultaneously.

Before we explain how this orientation informs the Cycle of Sustained Innovative Advantage, let u s explain each of the 3 horizons and their
associated focus, behavioural trait and basis of competition.

The current horizon represents the core of your business and this is where profit is ultimately optimized.  This is usually the most mature aspect
of your business and is initially identified by those services/products that currently generate the greatest profit by product/service line and
consequently the greatest cashflow. From a strategic perspective, if some or all of this horizon can be transformed into an annuity through the
application of technology, process, discipline or creative financing ¢ it will provide the stable foundation from which the business can jump from
one level to the next level in its evolution. On a ?return on effort 2 basis, this horizon should be generating steady return for steady effort because it
relies on functionally efficient operational processes and a pull marketing/sales orientation . This Steady horizon levers the natural strengths of the

The intermediate horizon is the Variable, which represents emerging opportunities, including entrepreneurial ventures conceived as part of

experimenting and thinking relative to the New horizon. The Variable horizon represents periodic project -based growth opportunities. These

have not yet been deployed in any systematic way but they have the potential to generate substantial profits in the future. On a ?return on effort 2

basis, thishorizon represents that part of the business that provides variable return for variable effort because the systems have not yet been

refined and the orientation to marketing/sales is a push This horizon EUDET | UwE Owl O0UI x Ul 01 UUz UwbEa wdOi wUi pOODOAT «
it is the area where the most effort is being invested. As will be demonstrated with the Cycle of Sustained Innovative Advantage, it is strategically

effective to ensure that you eventually have business and opportunities in all three horizons. When you use these definitions to define horizon s

for your business, the majority of your products and services generate variable/pr oject oriented revenue and your core is in Variable, rather than

in Steady.
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Adopting t he structure defined by the 3 horizons provides an optimal ordering of priorities an d implementation sequences, fuelling acceleated
performance improvement. For example, if your organization is currently at Level 2, adopting this context trigger s a creative strategic tension that
when resolved will free up huge resources in the form of energy, enthusiasm and drive to accomplish what was previously impos sible. Having

culture so that over time, in an incremental way, the culture of the business evolves from competent to engaged to innovative .

The long-term horizon represents the New part of your business. This New horizon includes ideas for profitable growth which have a high
probability of realizing a return down the road . Resources arecurrently being allocated to spark new ways of thinking, experi menting,
approaching and orienting to business. This horizon may play host to product, service and business model ideas that represent incremental
changes to the current focus of the business and/or they can include ideas that are very transformational. The New horizon levers the natural

UoUil 01T U0T UwOi weOwi 60UI xUl Ol UUzUwPEawOi wlT DOOPOT vEODOT 6 w

The Cycle of Sustained Innovative Advantage

In the adoption of this orientation, the biggest claims to fame have come in the form of strategically insightful suggestions from receptionists,
maintenance crew members, supervisors and junior sales people Those who are not educated in the implications of strategy, execution, finance
and operations often are closest to both the problem and the solution. It has been our experience that when these peopleare treated as critical
resources andpresented with an opportunity to interact with a context that makes sense tothem, they assimilate the strategc significance of the 3
horizons; Steady, Variable and New and provide breakthrough insight that are timely and on-strategy.

In most business only a handful of people understand the customer value proposition or financial statement logic and only ar are fraction are able
to get their heads around the strategy for the entire business and how what they do on a day-to-day basis impacts that strategy. In the new
economy, that ratio needs to flip to where the majority of people understand the behavioural implications of strategy in conc ert with the financial
implications of performa nce metrics on both a holistic level and a day-to-day level. If people understand this, then they will be able to adapt and
innovate on the fly ¢+ which is the overriding intent in the new economy. This is not going to be accomplished by educating everyone around
conventional orientation sto sales, strategy, financial performance and implementation because those orientations were developed when the world
was stable and predictable. What is needed is a simple, clear and relevant basis for communication that excourages 2 way collaborative
interaction.

A behavioural based logic is more relevant to more people within the business than is a financial or strategic or operational logic. Using visual

based metaphors levels the playing field. It also provides the glue necessary to build a common language and orientation to the business that is
strategic ¢ without anyone needing to fully understand conventional strategy.
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The Cycle of Sustained Innovative Advantage is the same cycle that Lazaridis and Basillie have been using with great success through the entire
evolution of RIM. It has also been used at Apple, IDEO, P&G, IBM and other organizations who have been forced to adapt and in novate to sustain
their competitive advantage.

Using the language available tousi UOOQwUT T wt wi OUP&AOOWEOOUI RUOWUT 1 wedUl wOl wi(, ZUwWwEULUDPOI UUwWHU
services that have incrementally been moved from New to Variable ultimately to become a Steady annuity. As Roger Martin explains in his latest

book Design Thinking, as an organization moves prod uct/service through this continuum from New to V ariable to Steady, what he refers to asthe

to provide lift and momentum to existing AND New product adoption. Martin does a great job in identifying the game changing ¢ hallenges that

OUT EOPAEUDPOOzUwWI EET whT 1T OwUIT 1 awUOO O ap 1 profittiaungs défited Lewelll -+ e @EBGhinking wathgr@hianui U O O wU U |
the circular path that sustains innovation through each of the Steady, Variable and New horizons which define Level 4 and 5 thinking. Martin

directly links RIMs ability to sustain innovative advantage with their philosophical and practical commitment to a holistic, integrated and often

contrary orientation to the market. They are able to compete both on the basis of low cost andthe speed ofrelevant innov ation propelled by the

integrated link between emergent strategieswith adaptive structure. For an alternative reference to this concept, Geoffrey A. Moore in his book

titted Crossing the Chasm, Marketing and Selling Disruptive Products to Mainstream Customers provides a high -tech go-to-market approach that

appeals to those with a natural marketing/sales bias. 2s

To review th e foci in each of the 3 horizonsmentioned above,
e Profitis optimized in Steady,
e revenue Growth is achieved in the Variable horizon
e investment in Innovation is m ade in the New horizon to ensure that the business is constantly reinventing itself

The Cycle of Sustained Innovative Advantage is achieved when Profit, Growth and Innovation are achieved simultaneously within the business.
The specific mechanics are asdllows:
Steady:
e Profitis optimized in the Steady horizon of the business by applying structure and process that ensures functional efficiency. Functional
efficiency is achieved by the team, overseen by the managers and updated and tweaked by theleadership
e aportion of profit realized is reinvested in New and Variable, a portion is kept in retained earnings and a portion is paid out in dividends
Variable:
e Growth is optimized in the Variable horizon of the business by levering culturally specific (i.e. blended professional and entrepreneurial
orientation) process, standards, metrics and resources
e Resources, investment criteria, communication horms, expectaions and rewards in this horizon are different than they are in Steady or
New. This serves toaccommodate the different behaviour s and orientation necessaryto achieve the desired resultsin this horizon
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New:

Managers, including those individual team members who demonstrate the necessary aptitude and attitude regarding creative problem
solving, overcoming barriers, systems thinking, pattern recognition and an ability to adapt structure, process and orientatio n are held
accountablevia roles, responsibilities, rewards and accountability metrics in this area ¢ in addition to relevant technical skill , are assigned
to this horizon

Depending on the size of the organization, this horizon may have less than 100% of a« | U U O Oz U wie®th it) ahdithal foddd wid | be
maintained through routines, process, accountability and reward that everyone in the organization is aware of and is rewarded as a team
for enabling

Innovation is transforming the New horizon of the business by levering culturally specific processes standards, metrics and resources
that are suited to the objective

Resources, investment criteria, communication norms, expectaions and rewards in this horizon are different than they are in Steady or
Variable. This accommodates the different behavio urs and orientation necessaryto achieve the desired resultsin this horizon

Leaders, manager and those individuals who demonstrate the necessary aptitude and attitude regarding all of thos e skills in the Variable
horizon including the ability to intuit op portunities, lever imagination, identify shifts in trends and buying habits ¢ in addition to relevant
technical skill, are assigned to this horizon. This is accomplished through the linking of accountability via roles, responsibilities, rewards
and accountability metrics in this area.

The cycle is complete when a New idea is transformed into a Variable project/revenue stream that itself generates profit and which can
eventually be transformed into a Steady profitable/revenue annuity stream. This strategic orientation assures that sustained profitable
growth is achieved through innovation, which itself is self-sustaining if the source of sustained innovation is embedded in the culture.
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Having established a solid Foundation, the ultimate diversified strategy is to have business in every horizon and this is acc omplished by building
Bridges and ultimately transforming the New.

In times of uncertainty and volatility, things happen at very rapid rates. As a result, emotions get stirred and clarity can fade in and out depending
on our capacity to accommodate big change and the big emotion that accompanies big change. A strong mental structure, in the form of a strategic
context, is a blessing in difficult times because it provides a foundation, a structure, a default way of behaving that will not change despite the
myriad of c ontent that is thrown at us.

SOwWEExUUUI wlOT T wOPOEUOWI 1 EUOUWECEwWPOUUDPUDYI wbOUDT I Dwldi wak®tidBunbrigoaseand w1 EOwDH
the Cycle of Sustained Innovative Advantage because the brain thinks and adapts in terms of metaphor and emotion, rather than in terms of
numbers and logic.

Summary:

Behavioural effectiveness and creative capacity are built through a combination of applied knowledge, attitude, and an opportu nity to
experiment, try new things and even fail from time to time. The 3 horizons Strategic Context and the Cycle of Sustained Innovative Advantage,
can easily be superimposed over top of an existing infrastructure to provide a common language for all people to think about the business in a
common way. The fact is that people are always thinking about the business, the benefit from all of that thinking can be real ized when you
provide everyone with a common context and common language so that they can consciously talk about things that have always been
unconscious in the past.

The end game with functional efficiency is the same as the beginning game, control to ensure reliable results. The end game with behavioural
effectiveness is to tap into an individual and/or groups innate and collect ive genius and to apply that genius to situations and circumstances that
are always going to be changing. To accomplish this requires a level of flexibility as it relates to definitions around Steady , Variable and New to
ensure that the definitions continu e to be uniquely relevant to your business, and that kind of change is a very good thing. Definitions and
understandings regarding roles and responsibilities are also going to need to change, adapt andmorph and that is a very good thing. This is the
creative process and the creative process requires trust and engagement that comes from trying new things, changing things up starting with the
way people think.

This new adaptive structure:

e is powerful because it synchronizes the power of entrepreneurial thinking/doing relative to emergent goals on the current, intermediate
and long-term time horizons by linking it with the professional managers orientation to business modelling, metrics and rewards.

e is practical because it provides a simple and clear language that can be used by everyone within the organization to direct the allocation of
resources, prioritizing opportunities and sequencing execution.
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e isrelevant because in an uncertain and volatile economy, strategy is going to be emergent and everyone in the organization is going to
have to become more involved in leading/managing and executing to compensate for the growing level of complexity and volatili ty.

e provides insight as to the most effective implementation sequence because it directs attention to the need to first, solidify the foundation
and secondly, build bridges from that foundation to the new initiative before thirdly, taking on new ventures from the myriad of
suggested action items

Business leaders have a unjjue and hidden barrier that must be addressed to successfully navigate the new unpredictable, volatile economy. The
essential trait of a successful business has shifted fromoptimization to transformation . This is a massive- and hidden - challenge confronting
leaders who have spent their entire careers being rewarded and promoted for thinking and doing in ways that now need to be en tirely
transformed.

In your effort to transform, the place to start is with your thinking.  This eBook has demonstrated the hidden influence that structure hason your
thinking/doing soyou can now start to extrapolate the implications to your team and ultimately to your customer and their needs. Having
digested some of theseimplications, taking action and altering your business structure to accommodate the combined strength and benefits of
both the entrepreneurial and professional managers will aut omatically elevate you to a Level 4 way of thinking.

When adopting this orientation or any new way of thinking, it is typical for  users to experience a sense of disorientation as the brain seeks to find
a resolution between an old way of thinking and a new way of thin king. We refer to this as jump -point phenomena; and this phenomenon is going
to occur more and more as the world speeds up and the need to change esalates

As you become more attuned to the subtlety associated with adopting new orientations that conflict with your old way of think ing/doing you will
experience grades of disorientation and energy bumps. A low level of b umped energy coupled with confusion usually accompanies a change in a
way of thinking. This should not be confused with the bigger bump in energy that comes from actually doing something with the se or any other
new insight. Being able to distinguish betwee n the two is going to become a critical success factor in the new economybecausejust thinking in
new ways is not going to be enough. Using our senses in new and innovative ways is going to become critical to successfully sustaining the
navigation of a camplex and volatile environment .

Therein lays the biggest paradox.
We have been taught, through the way that we have all been socialized, to seek comfort and avoid feeling disorientation, bump s in energy or

feeling any form of emotion. The universe rewards action, and, taking action bumps up our energy and emotion, which is the energy we need to
get to the next level.
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The challenge and the opportunity in the new economy will be to sustain action from a foundation that is informed by a different way of t hinking
which includes a different way of sense making . Accomplishing this will require that you get out of your comfort zone and into your growth zone
where you will experience all kinds of emotion and energy bumps that you have perhaps been avoiding or you have incorrectly been interpreting
as a sign that this new way is to be avoided.

61 WEUI wPbOwUT | wxUOGET UUwWOT whUPUDPOT WEWEOOXxEOPOOWUOWUT DPUwI ! OO0reuthd PET wb D OO WET
connection between transformational thinking and sustained performance improvement.

As we mentioned at the outset, the magic in revealing what has previously been hidden, is that it frees up huge resources in the form of energy,
enthusiasm and drive to accomplish what was previously imposs ible.

We wish you every successon this journey.

For support material in the form of pre -recorded webinars, blogs and video covering aspects of the concepts presented within this eBook, we
invite you to visit our website at www.jump -point.com

To connect with us directly we encourage you to either phone us at 888-690-9493 or email us attim@jump-point.com and/or sharon@jump
point.com.
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May 2010 by the Burlington Economic Development Corporation in their effort to Inspire, Lead and Transform the Manufacturing sector within
Burlington, Ontario, Canada.
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Appendix | Transformational change and how best to respond to it
There are basically 2 types of change. Incremental change and Trasformational change.

Incremental change is slow and methodical in progress, typically it is internally driven and each stage of incremental progress is thought of in
terms of a life cycle which usually follows an evolutionary path from start -up through t o maturity. This is true of individual life cycles,
relationship life cycles, business life cycles and even boom bust cycles in the economy.

Transformational change , by contrast, is radical and revolutionary because it is driven by external circumstances. In the case of a business,
transformational change is often experienced as a break in the structure of an industry and/or an entire economy that is usually caused by the
influence of disruptive technology or a change in the way business is done.

The reason why it is important to distinguish between whether the change that you are currently experiencing is either incremental or

transformational is because it is important to match how you approach strategy and decision making with the type of change yo ur are

experiencing. There is a great article in the Harvard Business Review, w+1 EE1 Uz Uw%UE Ol pOUOwI OUw#1 EPUPOOwW, EODPOT O
Boone, Harvard Business Review, November 2007that more fully explores this.

To use an old metaphor, if you are using an incremental map to navigate a transformational storm, you are likely to find yourself on the
proverbial rocks pretty quickly.

An incremental environment or context is relatively stable, predictable and linear.
Strategic planning and decision making in an incremental environment involves:
e Making sense of patterns using established best practices
e Analyzing historic information and extrapolating that information into the future
e And responding with plans, activities, budgets etc.

A transformatio nal environment or context is relatively unstable, unpredictable, volatile and non -linear.
Strategic planning and decision making in a transformational environment involves:
e Experimenting and probing for possible patterns to emerge
e Making sense of the patterns based on intuition, collaboration and the collective experience of everyone involved
e Responding in controllable ways that are designed to ensure that it is safe to try new things, fail, recover and adapt
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The reason that it is helpful to have a bit of background about change and strategy is so that youcan highlight your assumption in characterizing

the economic meltdown 0f 2009.3 1T I wP OUOEz Uwl EOOOOa whbUwhOwlT | wOPEUU WO wEw!l OOEEOWUUEOUI OUOE
years. The recent economic upheaval marks the transit to a new globally interconnected economy that is defined by adjectives such ascreative,

digital, transformational and conceptual.

The nature of this shift is not cyclical; and therein lays both the challenge and the opportunity. Cyclical shifts follow the boom/bust pattern that
has historically informed the discipline known as macro economics. The magnitude, depth and breadth of the current economic shift was not
forecasted by a single economist, because theshift is not cyclical, it represents a structural break.

A structural break | a phrase from econometrics, denotes the moment in time-series data when trends and the patterns of association among
variables change. Stated more simply, historical trends and patterns offer no insight as to the future ¢ the bridge ahead disappears and you have
to build it as you walk on it.

Structural break is defined in more detail at the reference given: 2o

Such a break indicates hard times. The level of volatility, unpre dictability and speed of change make it difficult to navigate because not enough
time has passed for us to recognize the pattern, yet. The first order of business in such a break is to survive the immediate but the second is to
take advantage of the newly emerging patterns by applying a discipline and process of discovery that is very uniquely different than the approach
used in previous post recession recoveries.

Pattern recognition as a critical skill

Our biggest disadvantage, when dealing with a str uctural break of this magnitude, is contending with how our brains are wired. Our brain is
hard-wired to make sense of the world through experience. Our understanding of our current environment is directly linked to our e xperience
dealing with similar circ umstances in the past. Even if we have not been in this exact circumstance before, the brain will extrapolate by filling in
the blanks. The brain does this by scanning the environment to identify familiar patterns so that it can make sense of the circumstances and direct
an appropriate course of action. Anything that it does not recognize, it dismisses as irrelevant noise and therein lies the big problem. In a
structural break, the brain is screaming noise, noise, noise because it does not recognize the enrging patterns. Our automatic unconscious
response to an overwhelming amount of noise is to either shutdown, go faster, exit or revert to old habitual ways of thinking . None of these
responses will help.

A crisis is a terrible thing to waste

Numerous stu dies have supported the fact that change does not happen without a sense of urgency. The current economic crisis has creatednore
than enough urgency to fuel significant change. Everyone gets that we must change, we must change now and the old ways no longer provide us
with guidance as to the future.
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For guidance, we need to look to the past to understand patterns relative to disruption and patterns relative to behaviour un der extreme change in
uncertainty , starting with a reclassification of the current economic upheaval.
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Appendix Il Self Diagnostic framework, to be used i n conjunction with this eBook

In the visual of the 5 Levels of Business Evolution as Figure 2.1 on page 14 and Figure 2.2 on page 18ere is a black line between Level 3 and
Level 4 to contrast the old economy options on the left with the new economy options on the right. The old economy was stable , predictable and
linear so we have all been habituated to think in terms of linear left to right orientation. That is why we have presented the 5 Levels inali near
fashion. The intent of this document is to be informative while providing you with a context so that you can identify what su  ggestions and ideas,
out of the vast array of options put forward in this document and others, are the most relevant to you. Relevance is a very s ubjective thing and it
speaks directly to engagement which is critical to the success of business in an economythat is unstable and volatile.

To help with filtering, prioritizing and sequencing all of the new ideas, insight and initiatives that are available to you, we have created the
following questions that you can answer using the 5 Levels of Business Evolution and the accompanying Road Map as your framework.

Using the 5 Levels of Business Evolution on page 14
1. %UO0OwaOUUWEUUUOOT Uz Uwx1 UUxT EUDPY!I OWEOwWPT PET wOl YI OWEUT wadUowUiT 1T wdOPOI UOuU

2. %U00waOUUWEUUUOOI UzUwx1 UUxT EUPY] OwEOwPT PET woOl YI OwPUwa OUUWEUUDOI UUwOX I

3. From your perspective:

a) what level do you believe best represents your current operating level ?

b) what level would you like your business to be operating at in the intermediate term, say 2 ¢ 3 years?

¢) what level would you like your business to be operating at in the long -term, say 3t 5 years

Using the 3 horizons Strategic Context on page 33

4. The Steady horizon of your business is defined by your answer to 3 a) above

5. The New horizon of your business is defined by your answer to 3 c) above
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Note: it is entirel y possible to identify your current Steady level as Level 2, your Long -term New level as Level 2 and therefore your
intermediate Variable level as Level 2. It is equally possible to identify your current Steady level as Level 2, your Long -term New level as
Level 5 and then assign your intermediate Variable level depending on your interpretation of the 3 Horizon Strategic Context. There are
no wrong answers, especially when you are dealing with change and the need to constantly adapt and innovate.

6. With r eference to this entire document and any other document or workshop or insight you may have that is providing yo u with a list of
action items that you are contemplating:

a) Listthe actions that you believe warrant strategic consideration in the space provid ed below:
b)

c) Beside each of thoseactions, identify which hor izon, Steady, Variable and/or New of your business those action items would enhance.

d) Having identified which horizon they belong to, place them within the 3 horizons Strategic Context below:
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7. To help you identify patterns and trending that are unique to your organizations current set of circumstances and therefore unique to
your strategic options;

a) From your perspective, consider where your top 10 customers are in the evolution of their business, using the 5 Levels of Business
Evolution as your new reference source




b) From your perspective, consider the most recent additions to your active customer list. For each of those who have taken you on as a
supplier in the last 3 months, identify them by name and identify where these new customers are in the evolution of their business,
using the 5 Levels of Business Evdution .

c) From your perspective, consider what you believe to be the core of your team. List their names and what level you believe that they
are operating at with reference to the 5 Levels of Evolution.
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d) Starting with your most recent hires and working backwards in chronological order over the last couple of years with referenc e to
when these individuals were hired, list those who are your most recent hires and identify what level you believe that they are
operating at with reference to the 5 Levels of Evolution.

8. Take a moment to make a note of what patterns you see emerging and/or what insights you have gathered from completing the questions
from 1 through 8.
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About Tim Glover
The art of better business

As a CA, CMA, touring musician and corporate strategist, Tim Glover fine -tunes and simplifi es the
challenges of profit, growth and innovation in the new economy . He specializes in identifying an
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Through his work as CFO and general manager of 3 Fortune 500 companies, Tim learned to tanslate
the fundamentals of business into bite-sized, practical chunks. At the other end of the spectrum, his
careers in advertising, music and art taught Tim how to apply innovation , adaptability and creativity in
businessto take advantage of emerging opportunities with customers. This combination of left brain
and right brain thinking enables Tim to help organizations and people transform themselves and their
business according to their unique needs, desires and performance aspirations.

As co-founder of Jump-Point, Tim brings his 30 years of experience to entrepreneurial and corporate clients in a variety of industries.
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Contact Tim: tim@jump-point.com
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