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Booz & Company

Executive Summary

Most executives can readily agree:
Organizational success hinges on
effective execution, and effective
execution is a matter of ability
and agility. Can an organization
quickly convert strategy into
action, and can it deal effectively
with discontinuous change in its
competitive environment?

Organizations are collections of
individuals, each of whom makes
multiple trade-offs every day. To
drive superior execution, organiza-
tions need to align the choices of
these individuals with the overall
strategic goals of the enterprise. In
our experience working with com-
panies and government agencies,
we’ve identified four fundamental
tools that organizations can wield
to achieve that alignment: decision
rights, information, motivators,
and structure. These tools, in com-
bination, determine—even
predict—how an organization
behaves internally and performs
externally; they are the organiza-
tion’s genetic code, so to speak.

To enhance execution and boost
performance, most managers
have traditionally focused

most of their attention on the
structure gene. They literally
“restructure.” According to our
research, however, decision rights
and information flows provide

the greater leverage in driving
execution. These two are the
“dominant genes”: Decision rights
and information correlate most
strongly with execution ability and
agility, which, in turn, correlate
strongly with superior profitability
and growth.

Decision rights and information
are dominant for a reason; they
each have a pervasive effect on

the organization and its other
building blocks. Unclear decision
rights not only paralyze decision
making, they impede information
flow and precipitate work-arounds
that subvert formal reporting lines.
Blocked information flows result
in poor decisions, limited career
development, and a reinforcement
of structural silos.

Although each organization is
unique, the insights captured in
this report can help all companies
chart a straighter course to
performance improvement. Getting
there is all about assembling the



right program of actions that draw
on the highest-leverage tools or
genes—and then executing it.

The Path to Effective
Execution

Most companies, by their own
admission, cannot sustain superior
results. Their vision and strategy
are clear, but they are unable to
get past the barriers that stand
between them and enduring,
exceptional performance. As
management consultants, we’ve
devoted decades to helping
organizations identify and
overcome the impediments to their
long-term success. That experience
leads us to one overarching
conclusion: Sustainable success is a
matter of execution.

Furthermore, we’ve discovered
that effective execution rests on
two fundamental pillars: ability
and agility.

* Execution ability is a measure
of conversion—the conversion
of intention into action. It refers
to how well and how quickly
an organization can implement
important strategic and
operational decisions.

 Execution agility is the degree
to which an organization deals
successfully with discontinuous
change in its environment. The
trigger can be an external threat
or opportunity, or an internal
transformation imperative; what
is significant is how quickly and
effectively the organization adapts
to its new reality.

By laying organizational
performance at execution’s door,
we are making a rather bold
statement, one that we have spent

Secrets to Successful Strategy Execution

Drawing on the findings of this
multiyear research program,

Gary L. Neilson, Karla L. Martin, and
Elizabeth Powers have

coauthored “The Secrets to
Successful Strategy Execution,”
which was featured on the cover

of the June 2008 issue of Harvard

Harvard Business Review
k-4

Business Review. To download a free

copy of this article, click here.

the past four years verifying

through a global research program.

This research encompasses in
excess of 125,000 individual
responses from more than 1,000
companies, government agencies,
and not-for-profits in more than 50
countries around the world

(see “Org DNA Research
Sample”). Senior management—
the strategy setters—cannot dictate
their organization’s ultimate
success (or failure); they can only
establish the necessary conditions
for success. The rest is up to every
employee at every level of the
organization and how well they
execute the given strategy.

Effective execution is not
glamorous; it’s not a big idea or

a blockbuster product. Rather

it is consistent, directed, aligned
effort at every level from the
C-suite to the sales floor to the
shared-services center. Enduring
results reside in the hundreds, even
thousands, of individual decisions
and actions made by every
employee across the enterprise
each day; they are, collectively, the
engine of execution.

Organizational DNA

How, then, can leaders align

these countless individual actions
with the strategic goals of the
organization? Our experience

has illuminated four basic levers:
decision rights, information,
motivators, and structure. We refer
to them as the defining elements of
an organization’s genetic code or
DNA (see Exhibit 1).

These “genes” and the way

they uniquely combine in an
organization determine how ably
and agilely that organization
will execute. Thus, they ensure
or imperil enduring results.

No gene stands alone; they are
interdependent. Therefore, steps
taken to modify any or all of

the genes must be coherent and
carefully coordinated. We have
discovered, however, as our
research sample has grown, that
all genes are not created equal.
Understanding how important
each gene is in the overall mix
and where the breakdowns in
alignment are occurring has been
the focus of our latest round

of research. Armed with that

Booz & Company



Exhibit 1
The Four Elements of Organizational DNA

Decision Rights

The underlying mechanics of how
and by whom decisions are truly
made, beyond the lines and boxes
of the organization chart.

What objectives, incentives, and
career alternatives do people have?
How are people influenced by the
company’s history?

Source: Booz & Company
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What metrics are used to
measure performance? How are
activities coordinated? How is
knowledge transferred?

The overall organization model,
including the “lines and boxes” of
the organization chart.

intelligence, an organization can
enable execution and unleash
results. It can finally answer such
perplexing questions as:

¢ Why does our org chart bear no
resemblance to how work actually
gets done?

* Why do the business unit heads
continue to optimize their own
divisions’ results and not the
company’s, despite the corporate
stock option plan?

* How is it that the office
grapevine still trumps the
state-of-the-art I'T system we rolled
out six months ago?

* Who should be held accountable
for the performance shortfall

in that product line/geography/
functional area?

The Dominant Genes
In December of 2003, we created
a simple online assessment tool

Org DNA Research Sample

called the Org DNA Profiler®
(www.orgdna.com) comprising 19
binary-choice questions organized
around the four organizational
genes: decision rights, information,
motivators, and structure.

As the database of completed
organization surveys has expanded,
we’ve been able to venture

beyond overall observations on
organizational effectiveness based
on the public Web site data set to
more nuanced, targeted findings
based on large samples collected

at specific organizations (see “Org
DNA Research Sample”). What

is clear—based on these deeper
dives—is the disproportionately
heavy influence that decision rights
and information have on both
execution ability and execution
agility. Each of these building
blocks is roughly twice as “strong”
as structure and motivators in their
correlation with these twin pillars
of organizational success (see
Exhibit 2, page 4).

Put simply, decision rights and
information are the “dominant
genes” in organizational DNA.
Structure and motivators are still

Our research sample comprises more than 125,000 organization surveys, of which
approximately 81,000 were completed online by anonymous individuals representing more
than 1,000 companies, government agencies, and not-for-profits from more than 50 countries

around the world.

In addition to this general data set, we’ve collected and analyzed company-specific samples
comprising almost 44,000 observations. Of these company-specific samples, 31 included more
than 150 responses. These 31 data sets—collectively representing 26,743 observations—form
the basis of the “dominant gene” analysis (although the full body of research has informed and

confirmed our point of view).

Booz & Company



Exhibit 2

Decision Rights and Information Are the Dominant Genes

Execution Ability

Execution Agility

Decision Rights 50 36
Structure 25 22
T T T T T 1 T T T T T 1
0 10 20 30 40 50 60 0 10 20 30 40 50 60

Relative Strength Index

(out of 100)*

Relative Strength Index
(out of 100)*

* The strength index is a measure of the frequency with which each building block is a significant explainer of
organizational performance in 31 independent company-specific regressions, representing over 26,000 Org DNA
Profiler® surveys. See “The Dominant Genes ‘Strength Index,”” below.

Source: Booz & Company

important and influential, but they
are clearly “recessive.”

The irony is that structure is the
first—and often only—lever most
senior executives reach for when
organizational performance lags.
Moving the lines and boxes on
an organization chart is a simple,
immediate, and highly visible
means of implementing change;

it’s just not the most effective one.

In fact, our research indicates

it’s the least effective. Changing
motivators—another relatively
easy fix when organizations need
a jump start—also falls flat in the
absence of clear and coordinated
decision rights and information
flows. Organizations cannot
ignore the dominant genes if they

hope to improve execution in any
meaningful way.

By running data regressions on
individual questions on the Org
DNA Profiler®, we can identify
which specific organizational
attributes or traits correlate most
strongly with execution ability and
agility and, hence, organizational
success. The “top 107 lists that
result are striking in their similarity
(see Exhibit 3). Eight of the top 10
traits are the same. It is clear that
execution ability and agility go
hand in hand; they draw on

the same fundamental
organizational traits.

The Top Two Traits of
Winning Organizations

For the purpose of understanding
just how significant these traits are,
we’ve divided our broader general
research database! into “strong
execution” organizations—those
in which individuals believe that
their organization quickly converts
important strategic and operational
decisions into action—and “weak
execution” organizations. Further,
we’ve broken out “high agility”

The Dominant Genes “Strength Index”

To determine which genes were “dominant,” we ran regressions on 31 separate company-specific
datasets, each comprising more than 150 observations. We estimated the relationship between 17
binary variables (taken from the questions on the Org DNA Profiler®) and two dependent variables
measuring a company’s execution ability (i.e., whether a respondent agreed with the statement:
“Important strategic and operational decisions are quickly translated into action”) and execution
agility (i.e., whether a respondent agreed with the statement: “Overall, this firm deals successfully
with discontinuous change in the competitive environment®). The relative strength index referred to
in Exhibits 2 and 3 measures the number of estimations in which each variable was significant with
the same sign. The coefficients are significant within a 90 percent confidence interval.

" Refers to the more than 81,000 responses collected on www.orgdna.com; see “Org DNA Research Sample,” page 3.

Booz & Company



Exhibit 3

Top 10 Traits of “Strong Execution™ and “Highly Agile” Organizations

Execution Ability

Organizational Trait

Everyone has a good idea of the
decisions/actions for which he or
she is responsible

Important information about the
competitive environment gets to
headquarters quickly

Once made, decisions are rarely
second-guessed

Information flows freely across
organizational boundaries

the information they need to
understand the bottom-line

Line management has access to
the metrics it needs to measure
the key drivers of its business

Managers up the line in the
hierarchy frequently “get their
hands dirty” by getting involved
in operating decisions

Conflicting messages are rarely
sent to the market

The individual performance-
appraisal process differentiates
among high, adequate, and
low performers

The ability to deliver on
performance commitments
strongly influences career
advancement and compensation

X0
D
3
=

Source: Booz & Company

s::‘%ng(th Category
(out of 100) Reference
Decision
81 Rights

Field/line employees usually have

impact of their day-to-day choices

Information

Decision
58 Rights

Information

Information

Information

Decision
Rights

Information

Motivators

Motivators

low performers

Execution Agility

Organizational Trait

Everyone has a good idea of the
decisions/actions for which he or
she is responsible

Conflicting messages are rarely
sent to the market

The primary role of corporate staff
here is to support the business
units rather than audit them

Information flows freely across
organizational boundaries

The ability to deliver on
performance commitments
strongly influences career
advancement and compensation

Strength
Index
(out of 100)

Category
Reference

Important information about the
competitive environment gets to 97
headquarters quickly

Information

Decision
Rights

Information

Line management has access to
the metrics it needs to measure
the key drivers of its business

Information

Decision
Rights

Information

Motivators

Field/line employees usually have
the information they need to
understand the bottom-line impact
of their day-to-day choices

Information

Promotions can be lateral moves
(from one position to another on
the same level in the hierarchy)

Structure

The individual performance-
appraisal process differentiates
among high, adequate, and

Motivators

organizations—those in which
individuals believe that their
organization deals successfully
with discontinuous change in
its environment—from “low
agility” organizations.

Interestingly, nearly three in five
(58 percent) respondents do not

think highly of their organization’s

execution ability, and nearly

half (47 percent) dismiss their
organization’s agility (see Exhibit
4, page 6). Clearly, there is
significant room for improvement
on both fronts. In charting a
course of remedial action, it
makes sense to focus on the
organizational traits that offer the
highest leverage.

The top two traits on both the
execution ability and execution
agility lists are:

1.

2.

Decision clarity: Everyone has
a good idea of the decisions/
actions for which he or she is
responsible; and

Headquarters intelligence:
Important information about

Booz & Company



Exhibit 4

Many Organizations Perceive Themselves as “Weak Execution” and “Low Agility”

Important strategic and
operational decisions are quickly
converted into action.

Agree (42%)
“Strong

Disagree
(58%)
“Weak

Execution”

Execution”

Total = 81,395

Overall, this firm deals successfully

with discontinuous change in the
competitive environment.

Disagree
Agree (53%) (47%)
“High “Low
Agility” Agility”

Total = 81,263

Source: Org DNA Profiler® data collected from www.orgdna.com; Booz & Company

the competitive environment
gets to headquarters quickly.

1. Decision clarity: Everyone has
a good idea of the decisions/
actions for which he or she
is responsible.

In “strong execution”
organizations, individuals agree
with this statement 71 percent
of the time. That figure drops to
32 percent in “weak execution”
organizations. Individuals in “high
agility” organizations agree with
this statement 65 percent of the
time, versus 30 percent in “low
agility” organizations (see
Exhibit ).

As we noted earlier, organizations
are essentially a collection of
individuals, and execution is the
sum total of the decisions and
actions taken by these individuals.
Therefore, it follows that they

all should know the decisions

and actions for which they are
responsible if the organization is to
execute well and succeed. A glance
at what happens when decision
rights are not clear underlines how
critical this trait is. When people
do not understand where their
decision-making authority begins
and ends, they revisit decisions,
duplicate work, and avoid taking
ownership—all of which

paralyze execution.

This problem can become
particularly thorny in multiaxial,
matrixed organizations. Consumer
products companies are a good
example: Many are organized
around product, geography,

and functional axes. If decision
rights are not clearly delineated,
especially at the intersections,
key decisions become mired

in ambiguity. For instance,

who prevails in the decision

Exhibit 5

Decision Clarity and Headquarters Intelligence Are the Top Two Traits of

Winning Organizations

Decision Clarity

Agree that “Everyone has a good idea
of the decisions/actions for which he or
she is responsible”

80%

71% 65%
60%
40% 32% 30%

20%

0% - L
Strong  Weak High Low
Execution Execution  Agility ~ Agility

Note: The total number of observations for
Execution Ability is 81,202; for Agility, the
total number of observations is 81,706.

Headquarters Intelligence

Agree that “Important information about
our competitive environment gets to

headquarters quickly”
g0%- 7% 77%
60%
45% o
40% 7%
20%
0% -

Strong Weak High Low
Execution Execution Agility  Agility

Note: The total number of observations for
Execution Ability is 81,261; for Agility, the
total number of observations is 81,152.

Source: Org DNA Profiler® data collected from www.orgdna.com; Booz & Company

Booz & Company



to customize a product to

local tastes—the global brand
manager or the regional market
leader? Which axis should carry
the “biggest stick” in these
discussions? Should that change
according to the circumstances?

Highly successful companies
have anticipated these issues by
building robust frameworks for
assigning clear decision rights in
cross-divisional matters. These
frameworks speed resolution of
important resource allocation
priorities while accommodating
an appropriate degree of
managerial flexibility.

2. Headquarters intelligence:
Important information about the
competitive environment gets to
headquarters quickly.

“Strong execution” respondents
agree with this statement 77
percent of the time, as compared
to 45 percent of the time among
“weak execution” respondents.
The “high/low agility” split is
77137 (see Exhibit 3).

When headquarters is quickly
apprised of accurate and timely
market intelligence, it can play

a powerful role in identifying
patterns and promulgating best
practices across business segments
and geographic regions. In the
absence of such up-to-date and
unvarnished intelligence,

the corporate center tends to
follow its own instincts, which
may run contrary to those of
operations that are much closer to
the customer.

Senior executives who are not
“in the know” when it comes
to competitive developments
focus instead on the internal

workings of the organization. They
begin to overanalyze issues and
second-guess decisions made at
lower levels, thus hampering the
company’s agility in responding to
fast-moving market opportunities
and threats.

Improving information flow is

not just a matter of rolling out

a new IT system; it’s a more
complex endeavor. It’s not just
how data gets to headquarters
that is material, but what data gets
there and how it is framed. Often,
competitive realities have been
whitewashed by the time they are
revealed to the executive suite.

Some winning companies create
an independent “market sensing”
function that does nothing but
collect and track feedback from the
market. The process of identifying
and capturing important types of
competitive data is formalized,
and information is quickly sent
up through the ranks so strategy-
setters get an early read on
market trends.

Rounding Out the Top Five
The third, fourth, and fifth most
important traits that contribute
to execution ability and execution
agility, respectively, are as follows.

Execution Ability (see Exhibit 6,
page 8):

3. Courage of convictions: Once
made, decisions are rarely
second-guessed.

Second-guessing is a sign of weak
leadership. Decisions should

be made once, and they should
stick. When senior managers
allow decisions to be revisited,
they weaken the resolve and the
morale of those below originally

tasked with making the decision.
On the other hand, when a
leadership team stands behind a
decision made at a lower level, it
communicates an equally powerful
and positive message that cascades
throughout the organization.

The perceived level of second-
guessing among “weak execution”
organizations is 71 percent,

versus 44 percent among “strong
execution” firms.

Minimizing second-guessing is a
matter of clarifying decision rights
and then honoring them. If people
know what they are accountable
for and that their superiors will not
undermine their decisions, they will
exhibit more initiative in advanc-
ing the organization’s strategy.

4. Horizontal information flow:
Information flows freely across
organizational boundaries.

The information flows across

a distributed organization are

as critical as those flowing

up to headquarters and out

to the field. In the absence of
horizontal information exchange,
organizations behave as a series
of silos; each silo suboptimizes its
own performance and that of the
larger enterprise as it forfeits the
benefit of economies of scale and
best-practices transfer. Moreover,
the organization, as a whole, loses
the opportunity to develop a cadre
of up-and-coming managers well-
versed in all aspects of a
company’s operations.

Only one in five (21 percent)
“weak execution” companies
report that information flows
freely across organizational
boundaries, as compared to a little
more than half (55 percent) of

Booz & Company



Exhibit 6

Traits That Contribute Strongly to Execution Ability

Courage of Convictions

Agree that “Once made,
decisions are rarely
second-guessed”

70% —

60% —

56%

50%
40% —
30% 29%
20%

10%

0% -
Strong Weak
Execution Execution

Horizontal Information Flow

Agree that “Information
flows freely across
organizational boundaries”

70% —

60% —

55%

50% —

40% —

30%

21%
20% —
10% —
0% - —
Strong Weak
Execution Execution

Source: Org DNA Profiler® data collected from www.orgdna.com; Booz & Company

Armed with Information

Agree that “Field/line employees

usually have the information they need
to understand the bottom-line impact

of their day-to-day choices”
70% —

61%
60% —|
50%
40%
30% 28%
20% |
10% —
0% - —
Strong Weak
Execution  Execution

“strong execution” firms. Clearly,
information flows are far from
perfect at even the most

able organizations.

Many people pick up this problem
as an IT systems issue, when,

in fact, the human element of
information flow is far more
important. Technology can
facilitate information sharing,
but it’s in the substantively

rich managerial conversations
that technology enables where
information truly flows.
Managers can have constructive
conversations about the well-
being of the enterprise if they
are all in possession of full

and accurate information. For
example, a customer service
representative equipped with
updated information on product
development plans can make

appropriate commitments to
customers without overpromising.

5. Armed with information:
Field/line employees usually have
the information they need to
understand the bottom-line impact
of their day-to-day choices.

Employees need enough
information to make appropriate
trade-offs on a daily basis. All too
many do not feel they get it. Only
28 percent of individuals in “weak
execution” organizations feel they
have the information they need.
That ratio rises to roughly three
in five (61 percent) at “strong
execution” companies.

With only limited information,
individuals often make the wrong
choices for the enterprise as a
whole. They optimize their own
unit’s outcome, rather than that
of the overall organization. We

have seen organizations in which
each business unit pursued a
separate vision, none of which
coincided with the best interests
of the company. This was not
the result of bad intentions, only
insufficient information.

In one such case, the business units
did not have a firm sense of the
organization’s priorities, nor did
they have enough information to
make the appropriate trade-offs

in light of these priorities. To fill
these gaps, the company started

at the top by redefining its vision
and then communicating that
vision throughout the organization
layer by layer, ensuring that each
division’s own strategy was in
alignment. Enterprise goals were
translated into tangible objectives
and clearly defined metrics that
managers and employees could use
in making decisions.

Booz & Company



Execution Agility (see Exhibit 7):

3. One voice: Conflicting messages
are rarely sent to the market.

One of the hallmarks of agile
companies is their strong,
thorough, and immediate
communications—both internal
and external. During times of
transition, even upset, they know
how to share the right information
consistently with all interested
stakeholders. Not surprisingly,

68 percent of “high agility”
organizations report that they
“rarely send conflicting messages
to the marketplace.” This figure
compares with 38 percent at “low
agility” companies.

In siloed or matrixed
organizations, this unified
organizational voice can be
difficult to achieve. Short of

centralizing the marketing and
communications functions, these
organizations can take a number
of simpler steps to keep everyone
marching in unison. Synchronized
corporate calendars for setting
objectives across business

units, management meetings,
performance reviews, and other
coordinating events not only
reinforce personal accountability,
they prevent mixed signals from
reaching the marketplace.

4. Frontline metrics: Line
management has access to the
metrics they need to measure the
key drivers of their business.

Truly agile organizations under-
stand that effective metrics are a
matter of quality, not quantity.
Line managers do not need—nor
should they be inundated with—a
deluge of data. All they require are

a few key metrics that provide an
accurate snapshot of performance,
with enough insight to invite fur-
ther investigation, where and
when necessary.

As with most important organi-
zational traits, far better perfor-
mance is reported at “high agility”
companies. Two of every three

(67 percent) “agile” respondents
agree that line management has
the metrics it needs to measure the
key drivers of its business. Only 39
percent feel this way at “low agil-
ity” organizations.

An example may help illuminate
what winning companies do to
ensure line management has the
metrics it needs. A high-performing
health plan identified membership
growth as its overarching strategic
objective. As this goal cascaded
down the organization, it was

Exhibit 7

Traits That Contribute Strongly to Execution Ability

One Voice

Agree that “Conflicting
messages are rarely sent
to the market”

80%

68%

70% —

60% —

50% —

40% | 38%
30%
20%
10%
0% -
High Low
Agility Agility

Frontline Metrics

Agree that “Line management
has access to the metrics
they need to measure the key
drivers of their business”

80%

67%

70% —

60% —

50% —

39%
40% —
30%
20%
10% —

0% - L
High Low
Agility Agility

Source: Org DNA Profiler® data collected from www.orgdna.com; Booz & Company

Supportive Staff

Agree that “The primary role of
the corporate staff here is to
support the business units
rather than audit them”

80%

70%

60%

50%

40% —

30%

20%

10% —

0% -

73%

51%
High low
Agiity  Agility

Booz & Company



translated at each level into a set
of objectives and operating plans.
Division managers developed
growth targets by customer
segment (e.g., individuals, retirees,
and businesses). Branch managers
translated these targets into service
rate guarantees, which were then
converted into individual sales and
call abandon rate targets.

5. Supportive staff: The primary
role of the corporate staff here is
to support the business units rather
than audit them.

When the corporate functions
focus on helping business units
fulfill their objectives rather than
auditing their performance against
objectives, these businesses are
better equipped to deal with
unexpected external changes.
Business units that feel audited
by the corporate center are more
inwardly focused on compliance
rather than outwardly focused on
competitive performance.

Nearly three quarters (73 percent)
of respondents in “high agility”
organizations agree that corporate
exists to support the business units.
Only half (51 percent) of “low
agility” respondents feel this way.

General Findings on
Organizational DNA

The “dominant genes” findings
discussed above were based on
26,000-plus profiles generated

on client-specific sites set up to
facilitate work with our corporate,
government, and not-for-profit
organizations. In these cases, we
set up a customized, password-

protected Org DNA Profiler®
for each client to collect and
analyze employee input on their
organization’s decision rights,
information flows, motivators,
and structure. These “deep dive”
datasets have provided us with a
slightly different perspective on
how and why individual companies
behave as they do, and allow
clients to pinpoint the root causes
of organizational breakdowns so
they can fix them.

We have also, however, amassed
tens of thousands of responses in
our database. We launched the Org
DNA Profiler® on our website,
www.orgdna.com, in December
2003, and, to date, more than
81,000 individuals have visited

the site and completed the Survey
(see “Org DNA Research Sample,”
page 3). It is based on this dataset
that we can assert the following;:

“Able” and “Agile” Organizations
Report Superior Profitability
and Growth

Not surprisingly, “able” and
“agile” organizations are twice

as likely as their peers to report
better-than-industry-average
profitability.? Specifically, 51
percent of respondents who
describe their organization as
“strong execution” report better-
than-average profitability versus
26 percent of those who describe
their organizations as “weak
execution.” Two-thirds (66
percent) of self-described “high
agility” companies report superior
profitability, versus less than a
third (29 percent) of “low agility”
respondents (see Exhibit 8).

Although preliminary, a

similar pattern is emerging

with regard to growth. While
based on significantly fewer
observations—as we only recently
added a question on relative
growth rate to the Org DNA
Profiler® —it seems that, again,
“strong execution” and “high
agility” organizations are more
than twice as likely to report
above-average growth.

Altitude Determines Attitude

As illustrated in Exhibit 4, page 6,
most individuals do not describe
their organizations as particularly
able or agile when it comes to
execution. Fifty-eight percent

of respondents describe their
organization as “weak execution,”
and 47 percent report that their
organization is “low agility.”

When we cut the data by level
(i.e., senior management, middle
management, business unit staff,
line management, corporate staff),
we discovered that individuals
tend to shed their cynicism as
they climb to the top of the
organizational hierarchy. Our
survey results indicate sharp
differences in perception between
upper management and lower-level
groups. What is remarkable is the
consistency in the outlook of all
four lower-management segments,
and the gulf that opens up when
we incorporate senior manage-
ment feedback.

More than any other group in

the organization, senior executives
perceive their firms as high-
functioning, reporting “strong

2 After the Org DNA Profiler® had been online for a few months, we added a question asking respondents to indicate whether their companies were “more profitable” than their
industry’s average, “less profitable,” “about the same,” or “unknown/inapplicable.” This data enables us to show that execution ability and agility, as we have defined them, do

correlate with self-reported financial success.

10
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Exhibit 8

Execution Ability and Agility Correlate with Superior Profitability and Growth

Proportion reporting more or less
profitable relative to industry

70% 66%
60%
51%
50%
40%
29%
30% — 26%
20%
10%
0% — -
Strong Weak High Low
Execution Execution Agility Agility

I More Profitable [ Less Profitable

Note: The total number of observations is roughly 28,000

Source: Org DNA Profiler® data collected from www.orgdna.com; Booz & Company

Proportion reporting faster or slower
growth relative to industry average

70% 65%

60%

53%

50%

40% —

29%
30% —
23%
20%
10%
0% — -
Strong Weak High Low
Execution Execution Agility Agility

I Faster than Average [ Slower than Average

Notes: A question about growth rate was added to the Org DNA Profiler only
much later, significantly reducing the total number of relevant observations. The
total number of observations for Execution Ability is 1,713; for Agility is 1,711

The Organization Effectiveness Simulator

To translate insight into action, we have developed an online simulation tool
(www.simulator-orgeffectiveness.com) that enables individuals to audition various five-step
organizational change programs. After assessing the current state of your organization

and diagnosing it as one of seven common types, you can select from among 28 specific
actions that map to one or more of the organizational DNA building blocks—decision rights,
information, motivators, or structure. Insights are provided that elaborate on the effects of each
action. Once you have selected five actions, the simulation tool instantly charts your progress
in improving your execution score. You are then provided the option to select five more actions
in Year 2. The Organization Effectiveness Simulator serves as a vehicle to stimulate thinking
about the impact of various changes and is useful in assessing and building a targeted and

effective organization-transformation program.

Booz & Company
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Exhibit 9

Senior Management Displays Elevated Confidence in Execution Ability and Agility

Agree that “Important strategic and
operational decisions are quickly
translated into action”

70% )

60%

53%

50%

40% 39% 38%

30%

20%

10% 7]

0% —

Senior Middle  Business
Manage- Manage- Unit
ment ment Staff

Note: The total number of observations is roughly 81,233.

Agree that “Overall, this firm deals
successfully with discontinuous change in
the competitive environment”

70% '
61% .
60% | |
' [
1 1% 490 a9%  49%
50% | !
37% 36% 40% | .
30% | !
20% |
10% i
0% '
Line Corporate Senior Middle  Business Line Corporate
Manage- Staff Manage- Manage- Unit Manage- Staff
ment ment ment Staff ment

Source: Org DNA Profiler® data collected from www.orgdna.com; Booz & Company

Note: The total number of observations is roughly 81,364.

execution” and “high agility”
more than half of the time (see
Exhibit 9).

Hitting the Highlights
Organizational success is the
result of superior execution ability
and agility.

To achieve success, managers must
assemble the right program of

12

high-leverage actions integrated
across four key organizational
levers: decision rights, information,
motivators, and structure.
Collectively, these are the defining
genes of any organization’s DNA.

Although each organization is
unique, there are important find-
ings that broadly apply. Most
managers tend to focus on struc-

ture first, yet decision rights and
information flows are actually the
genes with the highest leverage in
driving execution ability and agil-
ity; they are the dominant genes.

These insights can help companies
chart a straighter course to
performance improvement.

Booz & Company



The Org DNA Profiler®
(www.orgdna.com) was launched
in December 2003 and comprises
19 binary-choice questions
organized around the four
primary organizational levers

or “genes”: decision rights,
information, motivators, and
structure. In addition to amassing
valuable research data, the
Profiler® provides an immediate
benefit to individual respondents;
it enables them to generate a
snapshot diagnosis of their
organizations and then offers
them links to relevant and useful
reading material on potential
remedial measures and longer-
term solutions.

To date, approximately 81,000
anonymous respondents from

APPENDIX
Org DNA Research Sample

more than 1,000 organizations of
all sizes in the private and public
sectors have completed online
surveys, and we continue to collect
data as new individuals visit the
site. The Org DNA Profiler®
data set cuts a wide swath across
industries, geographies, and
organizations themselves (see

the OrgDNA.com respondent
demographics in the Appendix).
Represented are 30 sectors—from
banking to transportation to
energy—and more than30 internal
departments/functions (e.g.,
human resources, information
technology, legal). We also have
data related to each respondent’s
position or level within the
company (e.g., top management,
corporate staff), as well as his or

her organization’s size in terms
of annual revenues (see “Survey
Respondent Distribution”).

The site has been translated into 14
languages and customized to the
needs of 130 specific organizations
that have used the Profiler®

as a diagnostic tool to design
organizational transformation
programs. Of these company-
specific samples, 31 included more
than 150 responses. These 31 data
sets—collectively representing
26,743 observations—form the
basis of the “dominant gene”
analysis captured in this report.

Periodically, we publish research
updates on www.orgdna.com. This
particular report highlights key
findings through December 2007.

Appendix Exhibit

Survey Respondent Distribution

By Position By Division
Legal Administrative
Other o
. (1.5%) 1,248 Operational Manu factf:r:; 1,008 (1%) 998 Program
Unreported Department Staff (6%) 4,451 Management
(8%) 6,240 (1%) 909 ’ (1%) 930

Corporate
Staff
(14%) 11,371

Business

Unit Staff
(15%) 11,871

Line
Manageme

(17%) 13,507

HR

(7%) 5,732
Senior

Management

(24%) 19,840 Unreported*

(8%) 6,756

Middle 5

Management
(20%) 16,378

Marketing
(9%) 7,544

nt

Total Sample = 81,364

* “Unreported” represents responses that selected “none” for Position or Division.
Source: Org DNA Profiler® data collected from www.orgdna.com; Booz & Company

(9%) 7,213

Other
(28%) 22,856

inance
IT
(10%) 8,119,

Sales
(10%) 7,983,
R&D/PD/
Engineering

(10%) 7,815

Total Sample = 81,395

Booz & Company
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Appendix Exhibit
Survey Respondent Distribution (continued)
By Region

Latin America
(5%) 3,017

Middle East
(5%) 3,079

North America
(40%) 23,164

Asia/Australia/
South Pacific
(24%) 13,811

Europe
(27%) 15,529

Total Sample = 58,601*

By Country

Unreported**
(22%) 14,044

Other
(11%) 3,674

Mexico (1%) 350 Japan (6%) 3,830

Netherlands (1%) 566
France (1%) 661
Switzerland (1%) 700
South Korea (1%) 907
Brazil (2%) 1,075

India (2%) 1,160

Australia (2%) 1,274

China (5%) 2,911
UK (5%) 2,904
Germany (4%) 2,425

ltaly (3%) 1,568

Sweden (2%) 1,400

Findland (2%) 1,348

Canada (2%) 1,322

Total Sample = 64,502*

* Observations do not total 81,395 because the Region and Country fields were added to the survey at a later point (April 2004) and because of blank responses.

** Unreported represents responses that selected “none” for Country.

Source: Org DNA Profiler® data collected from www.orgdna.com; Booz & Company

By Revenue (U.S.$)

$500M-$1B
(11%) 7,240

$1B-$10B
(16%) 10,722

$0-$500M
$10B+ (63%) 42,201

(10%) 6,225

Total Sample =66,788

By Revenue (€)

€500M-€1B
(11%) 719
€1B-€10B
€10B+ (8%) 532
(3%) 208

€0-€500M
(77%) 4,832

Total Sample = 6,291

* From total sample of 81,395 responses, 73,079 reported in either U.S. dollars or euros; 8,316 reported in other currencies, “none,” or “unreported.”
Source: Org DNA Profiler® data collected from www.orgdna.com; Booz & Company
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Appendix Exhibit
Execution Ability Traits by Industry (top five and bottom five highlighted below):

Field/line employees
usually have the
information they need
to understand the
bottom-line impact of
their day-to-day
choices
(Percentage Agree)

Everyone has a good Important
idea of the information about Once made,
decisions/actions for the competitive decisions are rarely
which he or she is environment gets to second-guessed
responsible headquarters quickly (Percentage Agree)
(Percentage Agree) (Percentage Agree)

Information flows
freely across
organizational
boundaries
(Percentage Agree)

Strong Weak Strong Weak Strong Weak Strong Weak Strong Weak
Execution = Execution Execution = Execution Execution = Execution Execution = Execution Execution = Execution

Capital Goods 25%
Commercial Service

and Supplies 71% 31% 74% 44% 55% 29% 56% 23% 61%
C::;‘A’;‘;;z‘l"ab'es 67% 30% 75% 45% 26% 57% 20% 50% 24%
Cg::;:;}:z Goods 73% 35% 79% 52% 57% 26% 53% 22% 59%
Dli:‘i’g;ff:ii:fs 69% 36% 76% 49% 62% 29% 49% 19% 60%
Education 24% 16% 76% 23%

B 74% 38% 87% 77% 43% 71% 70%

Health 57% 58% 28% 58% 14% 58% 27%
Healthcare 73% 33% 79% 44% 61% 27% 57% 17% 60% 27%
Hf;fs'ﬁ/rnees‘a“ra"tS/ 74% 32% 78% 43% 60% 26% 56% 19% 63% 25%
Insurance 74% 36% 78% 50% 58% 31% 53% 63% 32%
Materials 71% 35% 74% 47% 55% 31% 53% 229% 59% 31%
Media 72% 32% 78% 46% 58% 26% 56% 21% 63% 27%
Pharmaceuticals 29% 80% 44% 51% 25% 53% 17% 61% 29%
Professional 34% 77% 64% 62% 24% 67% 32%
Public Services 36% 74% 71% 60% 24% 68% 32%
Public/Societal 76% 36% 84% 55% 62% 24% 14%

Real Estate 72% 37% 78% 47% 55%

Religion 76% 39% 84% 67% 24% 29%

Sgftware and 26% 40% 54% 56% 23% 58% 26%
Technology 26% 39% 51% 19% 56% 25%
Hardware

Telecommunications 80% 48% 51% 27% 49% 19% 56% 25%

Transportation 70% 31% 79% 47% 57% 27% 55%
Utilities 70% 32% 70% 38% 53% 28% 51%

Source: Booz & Company
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Appendix Exhibit
Execution Ability Traits by Country (top five and bottom five highlighted below):

Important
information about
the competitive
environment gets to
headquarters quickly
(Percentage Agree)

Everyone has a good
idea of the
decisions/actions for
which he or she is
responsible

Once made,
decisions are rarely
second-guessed
(Percentage Agree)
(Percentage Agree)

Information flows
freely across
organizational
boundaries
(Percentage Agree)

Field/line employees
usually have the
information they need
to understand the
bottom-line impact of
their day-to-day
choices
(Percentage Agree)

Strong Weak Strong Weak Strong Weak Strong Weak Strong Weak
Execution = Execution Execution = Execution Execution = Execution Execution = Execution Execution = Execution

Australia 76% 33% 78% 39% 60% 21% 56% 16% 60% 27%
Austria 80% 41% 79% 52% 55% 34% 54% 24% 65% 41%
Belgium 69% 28% 78% 57% 56% 34% 67% 28% 64% 31%
Brazil 73% 39% 80% 50% 49% 50% 54% 19% 60% 32%
Canada 56% 18% 58% 28%
Chile 52% 26%
China 55% 22%
Colombia 69% 37% 72% 39% 42% 39% 57% 27% 54% 24%
Finland 64% 23% 78% 48% 53% 42% 43% 16% 61% 32%
France 69% 28% 84% 54% 54% 25% 61% 29% 62% 26%
Germany 75% 34% 7% 51% 61% 27% 53% 21% 70% 31%
Hong Kong 60% 27% 67% 40% 53% 27% 57% 28% 52% 27%
Indonesia 72% 35% 78% 35% 43% 0% 67% 25% 66% 25%
Ireland 79% 38% 52% % 52% b 61% %
ltaly 18% 7% 46% 56% 28% 62% 28% 50% 22%
Japan 38% 13% 19% 40% 27% 41% 6% 35%
Latvia 83% 91% 54% 44% 53% 34% 68% 38%
Malaysia 68% 23% 31% 19% 37% 18% 53% 6%
Mexico 80% 41% 73% 49% 41% 41% 63% 28% 63% 26%
Netherlands 75% 41% 72% 46% 58% 24% 58% 27% 66% 37%
New Zealand 31%
Philippines 24%
Poland 44%
Portugal 58% 41% 70% 55% 48% 39%
Russia 81% 36% 80% 49% 57% 30%
Saudi Arabia 77% 41% 67% 38% 46% 36%
Singapore 75% 32% 74% 44% 61% 24% 47% 23% 57% 38%
South Africa 42% 82% 48% 57% 26% 61% 20%
South Korea 56% 25% 71% 40% 41% 17% 50% 25%
Spain 80% 36% 81% 43% 56% 45% 58% 20% 68% 27%
Sweden 64% 24% 84% 55% 61% 31% 57% 24% 70% 32%
Switzerland 24%
Taiwan 27%
Thailand 28%
Turkey 29%
U.A. Emirates 30% 58% 26% 63% 26%
USA 27% 55% 18% 64% 29%
UK 24% 52% 61% 20%

Source: Booz & Company
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