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FIGURE 1.2 Value matrix (artistic view)
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Cost cutting, rationalization, outsourcing, asset reallocation, divestiture—
you hame them, but they all boil down to the same psychological trait:
Defensiveness. Anxiety and related defenses are part of the human con-
dition. But as Robert Fritz points out in his book The Path of Least
Resistance, if we are not careful we start to feel purposeless and very
easily fall into a quiescent defensive state.!

So, after falling to Hell, companies start to play the “horizontal
game.” Having cut costs, the organization can indulge in the dream
that things have improved since the numbers seem to prove it.
Shareholders and pension funds are happy. The problem is that this
symptom-driven approach has done very little to solve the real problem
(that the company is neglecting its customers). Soon the symptoms are
back. The company is in Hell again, and what is the answer then? A new
round of cost cutting (it worked the first time so why not again?). And
each time this vicious cycle is repeated we are cutting closer in towards
the muscles and not into the fat anymore—to the point that, one day,
the company is sold, taken over, or bankrupt. Lean is about being an
athlete not a skeleton!

Do the executives of some US car manufacturer get up every day and
think: “Let us destroy some value”? NO! It is the culture of “if we make
it they will buy it” that destroys value for them!

How many of our businesses react to Hell by going defensive instead
of courageously re-inventing themselves and striving towards Heaven
again?

If the historical perspective didn’t help you, maybe this strategic frame-
work will: If businesses don’t reinvent themselves, if they don’t remain
alert, “curious, cool, and crazy” as Hariri puts it in his Break from the Pack
plea, they are in danger of drifting from Heaven to dream and to Hell.*?

Our conclusions from these two insightful models are that:

m Change must be built in to businesses. As Nick van Heck often points
out during seminars we run jointly, companies need to be aware not
only of the journey they might undertake through the value matrix
boxes, but that the matrix itself moves towards the top right-hand
corner. If you don’t constantly position and re-position your compa-
ny, that evolution will leave you exposed in a highly competitive
environment. Leaders therefore need to consider change as part of
their daily routine.

m There seems to be an acceleration and major change in leadership
assumptions, as shown in the historical perspective matrix.
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m Leaders need to move from hierarchical and content-based leader-
ship towards creating conditions for their people to be and do their
best, engaging intelligence, intuition, and passion.

THE LEADERSHIP CHALLENGE INHERENT IN THE VALUE
MATRIX: THE CHANGE HOUSE

In 1996 Claes Janssen wrote The Four Rooms of Change, building on the
transition work of Kiibler-Ross (see our description in Chapter 5) and
William Bridges.'®> We have taken his model and combined it with the
value matrix to describe the journey that leaders must take if they are to
work effectively with the matrix.

In our change work, we make an emphatic case that the journey
through the change house is actually the critical task for senior leaders
in today’s challenging business landscape

While the value matrix describes perceptions of the business
landscape, you can think of the change house as representing the

Analytical
Attic

Wrong
Direction
Door

The
Confusion
Room

The
Contentment The Sun
Room Lounge

The
Denial
Room

Denial Dungeon

FIGURE 1.3 The change house
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emotional/behavioral space that leaders need to navigate in applying
the value matrix. Different parts of the organization can be in different
rooms of the house at any time.

Our observations lead us to claim that there is a clockwise move-
ment. It seems there is a learning cycle that people need to go through
if they are truly to internalize change. This is definitely the case when
we need to change behavior.

The renewal room equates with Heaven, the contentment room with
dream, the denial room with Hell, and the confusion room with
nightmare.

Each room needs its own leadership approach.

The psycho-emotional space in the renewal room is renovated, ener-
gized, focused, and purposeful. Evidence suggests that people do not
stay here very long before moving into contentment, where everything
feels fine for a while.

In contentment, curiosity is diminished, people seek reassurance and
ignore early warning signals. The sun lounge is even worse; it is a stub-
bornly defended comfort zone where people protect their sun beds
from foreign intruders. It is difficult to get people out of these two
rooms unless there is a crisis, a burning platform, facts, data, evidence,
or threats that will shake the foundations of the path of least resistance.

The denial room is aggressively defensive, blocking, projecting,
actively denying data, shooting the messenger. Freud described denial
as a state of “knowing-but-not-knowing,” a state of irrational apprehen-
sion that inhibits appropriate action. The good news is that this is nor-
mal, but we need to get people out of here fairly quickly, to get rid of
received truths, accept confusion and begin experimenting. The most
challenging element here is that leaders are often attacked: “change for
change sake,” “ain’t broke don’t fix,” and such catchphrases. This can
be a period when leaders need all their recovery skills and techniques.
Experience tells us there is no real change without strong denial at some
point, so we should welcome denial as a signal that the message is
hitting home.

The denial dungeon has people chained to their old habits; they can
drain your energy. Trying to change this is like hitting a rubber wall: you
bounce off it, it stays in place. The danger here is that the leader gives
these people too much of her energy, leading to fatigue and burn out,
and the dungeon members celebrate. Be aware of these people but give
your energy to some warm bodies in the system, the potential early
adopters.

16
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In the confusion room people are moving on. Now looking for
answers, they usually turn to the leader and demand direction: “Why
didn’t you tell me that before?” You did, but they were just not ready to
hear.

Be alert to those in the analytic attic who keep on demanding more
evidence: they are using a form of defense called rationalization and
intellectualization to avoid taking the risk of changing behavior.

The wrong direction door is always a potential danger. Be ready with
some early indicators of success and failure, and recognize that at times
of change we sometimes hang on to things that we should have thrown
out much earlier. There are many organizations whose basic weakness is
that they start a lot of initiatives but don’t kill any off. For many years
the leaders of Sony Consumer Electronics had the slogan “Fail fast and
learn from it.” In Nokia R&D, the motto is “Fail faster”! Leaders need to
be ready to kill something early when necessary but reward the genuine
effort put in, so that people will apply their energy to new initiatives.

Rumor has it that Hewlett-Packard used to have product funerals, like
an Irish wake, to celebrate effort but also to celebrate the early death of
something that could have made everyone suffer.

The change house describes a leadership journey that is predictable.
There is nothing mystical about it; each room needs a leadership strategy
that involves the three agendas we discuss below.

THE THREE AGENDAS OF LEADERSHIP

We are living in times of accelerating change in terms of history, poli-
tics (ask business people what it was like to run a company in Poland
under the Kaczynski twins), climate (any simple-minded skeptic
around who doubts climate change is taking place, whatever the rea-
sons?), the spread of knowledge (it is currently believed that a ten-year-
old can know more about the world than her grandparents did), the
economy (globalization, regionalization, and their political counter-
reaction, nationalism), competitive pressure, etc ...

How can leaders lead under such conditions and above all, how can
they ensure that their organizations stay alert, flexible, and driving the
change rather than painfully adapting to it?

More than two millennia ago in Ancient Greece, Aristotle
(384-322BC), a philosopher, disciple of Plato, and tutor of Alexander
the Great, was working on “three modes of persuasion” in his famous
rhetoric classes in the Lyceum: logos, ethos, and pathos.

17
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Logos (intellectual agenda)

Wikipedia describes the first of these elements as follows:

Logos is logical appeal and the term logic is derived from it. It is normally
used to describe facts and figures that support the speaker’s topic. Since
data is difficult to manipulate, especially if from a trusted source, logos
may sway cynical listeners. Having a logos appeal also enhances ethos
because information makes the speaker look knowledgeable and
prepared to his audience. However, data can be confusing and thus
confuse the audience. Logos can also be misleading or inaccurate.™

We call this the intellectual or strategic agenda in business terms. When
working on this agenda, engaging leaders create (or better co-create) clar-
ity, meaning, and purpose around it. They slow down to allow time and
space for their followers to build their own understanding of the new
strategic intent. They allow people to play with the new concept. Such
leaders have an acute sense of the needs of their “knowledge workers.”
They know that intelligent and talented people do not like to be given
orders but need time to evaluate the new vision and propose better ways to
implement it. The intellectual/strategic agenda must be robust, clear, and
intellectually appealing: Who would otherwise engage wholeheartedly
with something new that may seem utterly stupid? Without clarity on
where we are going and why, intentions remain theoretical, PowerPoint
presentations increase in number—and so do the fees paid to consultants
of all types. Co-creating clarity, in a business which is in an open source
environment, isfundamental. Tapping into the intellectual capital of their
people is a must for leaders who want to build sustainable value.

Ethos (behavioral agenda)
Turning to the helpful Wikipedia definition of Aristotle’s second mode
of persuasion, we find that:

Ethos is an appeal to authority. It is how well the speaker convinces
the audience that he or she is qualified to speak on the particular
subject. It can be done in many ways:

m By being a notable figure in the field in question, such as a college

professor or an executive of a company whose business is that of
the subject.

18
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m By having a vested interest in a matter, such as the person being
related to the subject in question.

m By showing impressive logos that shows the audience the speaker is
knowledgeable on the topic.

m By appealing to a person’s ethics or character.

We call this second agenda of engaging leaders the behavioral agenda.
An ethical leader ensures that her style of leadership, her displayed
behavior, supports her declared intentions or her stated logos. Negative
stories and lack of trust (on this see The Speed of Trust: The one thing that
changes everything by Steven Covey) are among the biggest destroyers of
financial value in organizations.'® Trust is central to two of the most
fundamental value drivers: speed and cost. Leaders who explicitly
employ ethos (behavioral agenda) know which behaviors are value
building, practice them, and demand feedback when they fail to do so.
The behavioral agenda enables us to translate our intentions into
action. Ethos leaders engage their people through example (Aristotle, as
tutor to Alexander the Great, was the first to declare that leaders should
“Walk the Talk™).

Pathos (emotional agenda)

In the Wikipedia definition we read that the third mode of persuasion is:

Pathos, an appeal to the audience’s emotions. It can be in the form of
metaphor, simile, a passionate delivery, or even a simple claim that a
matter is unjust. Pathos can be particularly powerful if used well, but
most speeches do not solely rely on pathos.

We call this the emotional agenda. Engaging leaders understand how to
create a climate conducive to unleashing their people’s passion and full
potential. Itis about creating conditions for people to do and be their best!

Our observations of organizations and sports tell us that the most
effective emotional space provides purpose, focus, challenge and sup-
port, team spirit and identity. These spaces are not totally positive; there
is some negativity but positive experiences outnumber negative by a
ratio of five to one, echoing Marcial Losada and John Gottman’s find-
ings.1® Positive emotional spaces are flourishing not languishing, they
are externally focused, connect with others, and have people who
display presence and focus related to a shared purpose.

19
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When the emotional agenda is not explicit, or when it is negative or
cynical, people and organizations alike tend to develop “pathologies.”
Leaders using pathos lead with energy and know how to create an
emotionally engaging vision.

Charisma can probably be described as the coming together of logos,
ethos, and pathos. It is not a permanent feature of the personality,
though some seem to display it more regularly than others.

During a vacation in July 2008 in Brazil, Didier met with a Swiss
Freudian psychotherapist, Marco Beata. His views as a Freudian thera-
pist were remarkably similar to those outlined above, also building on
Aristotle’s rhetoric.

For Beata, the three agendas should not be viewed as separate pillars
but, yes, as parts of a unique structure. The image which best fitted his
views was of a volcano:

m The lava: Beata explains that everything originates and starts from
emotions, and this from an early age. Like the lava of a volcano, emo-
tions never sleep. They are sometimes hidden deep under the surface,
but still boiling; sometimes more peaceful and quiet; at other times
creating an unbearable pressure in the whole volcano. Everything
starts with emotions!

m The body of the volcano: The mountain itself represents the intel-
lect. It shapes, hardens, educates, and structures the emotional lava.
It attempts to domesticate and channel it.

m The moments of quiet and the eruptions: These are the behavioral
agenda and form the most impactful aspect of the mountain. People
can see and enjoy its peaceful nature and fear its moments of anger.
The behavioral agenda is a function of the two other agendas. It is
however the only place from which to start observing, understanding,
and getting feedback on the emotional state and structure of the
whole. Change starts with the behavioral agenda.

These views are in fact complementary to Aristotle’s and suggest the best
way for leaders and advisors/coaches to proceed with the three agendas:

m The behaviors are the most visible part of a subject’s activity. They
provide useful clues on how healthy and adaptable a person—but
also a team or organization—is. Working on behaviors engages
people in experimenting with change and, when success appears,
sustainably implementing it.

20
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m Mirroring those behaviors and providing feedback on them make it
possible to engage individuals and organizations in exploring their
state of performance and how effective they are.

m However, jumping directly to the emotional agenda is often a per-
ilous shortcut. As Marco Beata explains: “The intellect is the defense
mechanism of the emotional” (see the iceberg figure we describe in
Chapter 5). It is essential to start with the intellectual agenda (which
is why we will start with it in the next chapter). The logos serves as an
“intellectual gatekeeper” that must test and sanction ideas before
individuals and organizations can harmoniously accept proposals for
change.

® When they combine behavioral observations and feedback with
intellectually compelling reasoning, leaders can successfully engage
the emotional agenda of their followers.

Conclusion

The Wikipedia article on logos, ethos, and pathos wisely concluded:
“When all three modes of persuasion are used together, a speaker or
writer can create very strong arguments.” Indeed, engaging leaders
know that working on the three agendas at the same time is a must.
Focusing on the strategic agenda alone merely creates an illusion;
nothing gets done. The only thing that may (sometimes) happen is
cost cutting (the easy short-term bit) but no reconstruction follows.
Similarly, working hard on the behavioral agenda without setting a
clear direction will ensure a team is pleasant to work in, and its leader
will be extremely popular until he leads his organization into a brick
wall. Note too that there is a gap between motivation and commit-
ment or engagement. In ice hockey, motivation is what the coach does
each time his guys enter/leave the rink: the pat on the back or the
nasty remark. Engagement is deeper; it fires up when the three
agendas are coherent. People want and look for coherence in the three
agendas from their leaders; people want to feel meaning, not just to
understand. If there is no coherence people become cynical.

Consider these comments, overheard at a public merger meeting of
1000 executives in Paris:

“The PowerPoints were the same as they used last week for the ana-
lysts. There is no change for the internal audience, ROI, EBITDA. Did
you see that customers were the last slide of 100?”

21
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“Did you believe what he said?”

“I heard what he said but his body wasn’t connected to his thoughts;
he was talking flamenco but his feet weren’t moving!”

“Did you see that! Those two were fighting each other publicly last
week, violently, but here they are calling each other ‘tu’ and on a
first-name basis! Did you see how Jean-Charles’ mouth twisted into
‘tuuu’? Bull sh..!”

We shall now look in detail at how each of the agendas can be worked
on.

22
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