Transforming Your
Leadership Culture

Any organizational culture holds tremendous power. Culture is a

system of closely held beliefs that require certain behaviors and

exclude other behaviors. It sets norms on everything in the

organization. To change the organizational culture, senior leaders

must begin by acknowledging their place in the culture, engaging fully

in the work of advancing the leadership culture, and standing up first

so that others can follow.

elief systems, explicit or
»ehavior. When executives
an organizational change
initiative—whether tied to new sys-
tems, products, markets, or
approaches—they are asking people to
alter their beliefs in some way. To
implement a strategy that requires peo-
ple to change the way they do things,
leaders need to work beyond the oper-
ational plan and learn how to change
the culture. External change in opera-
tions won’t take hold without internal
change in culture to back it up.

The challenge, then, is for an
organization to use its leadership cul-
ture to create leadership beliefs and
practices that support the new opera-
tional direction rather than undermine

by John B. McGuire, Gary Rhodes, and Charles J. Palus

LIA + VOLUME 27, NUMBER 6

or stall it. Through our research and
client work, we have found that when
individuals and organizations inten-
tionally unearth and examine beliefs,
values, and assumptions, they are
able to address the culture factor as a
strategic imperative alongside opera-
tional tactics. They draw out hidden
or unconscious drivers for what is
happening—or not happening—in the
organization.

By giving attention and weight to
internal dimensions, leaders introduce
the possibility of new thinking and
new beliefs—and therefore new deci-
sions and new behaviors. Leaders
practicing together in the leadership
culture enlarge the mental and emo-
tional space for change, allowing
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them to make unexpected and inno-
vative decisions. The bigger the oper-
ational change, the more the cultural
space needs to expand.

We call this the inside-out
approach to transforming an organi-
zation. And it starts with you.

POWER OF CULTURE

Mike is a vice president at a presti-
gious financial organization. “A
group of vice presidents were plan-
ning a special, all-day meeting at
headquarters, bringing in VPs and
directors from all our locations,”
Mike says. “We needed to use the
largest conference room in the build-
ing and had to get special permission
to do so.”

Permission in this case was not
simply an issue of scheduling. The
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large conference room was on the top
floor of the building and was used
almost exclusively by senior execu-
tives. The VP and director offices
were on the floors below, with
employees lower in the ranks filling
the middle floors and the ground
level occupied by administrative and
support operations. The furnishings
in the building, too, changed by floor.
The executive level featured leather
chairs, high-quality wood desks and
tables, artwork, and attractive kitchen
and washroom facilities. The lower
floors were fitted with progressively
less expensive furnishings.

“The night before the meeting, I
was staying late to finalize a presen-
tation,” recalls Mike. “A couple of
guys from our maintenance staff kept
walking past my office with chairs
from the meeting room down the
hall. T didn’t think much of it until
the next morning when I arrived on
the top floor for our big meeting. The
maintenance staff had replaced all the
leather chairs in the executive confer-
ence room with the fabric chairs from
our floor.”

The true power of culture is seen in
the fact that no one had told the main-
tenance staff to trade out the chairs.
There was no policy or precedent for
this action. The maintenance crew
made its own decision. It understood
that certain chairs go with certain sta-
tus levels, and it simply followed,
without question, that cultural norm.
The cultural value of authority and the
trappings of status were so embedded
in the organization that a group of
lower-level VPs simply could not use
the top executives’ chairs.

For leaders at the financial organi-
zation, this incident revealed
unchecked beliefs that were control-
ling the organization and preventing
any meaningful change from taking
place. Years of valuing hierarchy, sta-
tus, authority, and control—even
when those values were unstated—
had led to assumptions and behaviors
that were unnecessary, unhelpful, or
at odds with stated goals. Although

the executive team was both surprised
and somewhat amused when it heard
what had happened, it clearly saw
that cultural beliefs drive decisions.

We use this illustration not
because it is a big example of cultural
decision making but rather because it
is a small example. If cultural imper-
atives are so strong when it comes to
furniture, imagine how powerful they
must be in high-risk, complex, and
changing situations.

Here are some questions to con-
sider:

® What are the cultural impera-
tives in your organization?

® How do your leadership cul-
ture’s beliefs and practices enhance
or inhibit operational implementation
of the business strategy?

® How intentional is your leader-
ship culture in developing the organi-
zational culture toward the organiza-
tion’s performance goals?

Any organizational culture holds
tremendous power. Culture is the big
elephant in the room when it comes
to the imperative for change. Setting
a significantly more complex direc-
tion in operations without developing
a new culture in parallel can be folly.

Culture is simply a human system
of closely held beliefs that require
certain behaviors and exclude other
behaviors. Mostly, it is a set of
unwritten rules. When people
describe “the way things are around
here,” they’re talking about culture. It
is how they have to operate to get
things done.

DRIVING BEHAVIOR

Culture sets norms on everything in
an organization: how to share bad
news, whether to take risks, whether
and how people are developed and
promoted, how people interact with
one another, how problems are
solved, and so on. Culture may, for
instance, dictate respect for hierarchy,
with decision making that goes
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through clear channels. Operating
outside that structure may be unac-
knowledged or flagged as renegade
and unwelcome behavior. In another
context, that same back channel or
informal approach to getting things
done may be the norm. Without
knowing how to work in that struc-
ture, leaders will be ineffective.

Cultural beliefs drive behavior.
Decisions are the go-betweens, inter-
preting inbound data and translating
the cultural beliefs into action. But
core beliefs are so strong that they
drive decisions in subtle and auto-
matic ways. The decision maker is
often not even conscious of them.

Consider the hundreds of deci-
sions—large and small—that are
made in daily organizational life.
People like to think that these choices
are rational, but in fact they are
mostly unguided by reason. Emotions
and intuitions play a big part in deci-
sion making. However, although
much of decision making is nonra-
tional, it does have its own “logic.”

That logic is this: the unconscious
mind is always a half step ahead of the
conscious mind. Many decisions are
based on unexamined beliefs, thought
patterns, habits, and assumptions. In
other words, the inside drives the out-
side—not the other way around.

But culture produces more than a
belief-based decision engine; it also
creates a form of assurance. Culture
creates a familiar space for getting
things done, a sense of “rightness,”
and a means of survival. So why
change it?

Organizational change begins
when strategy is stuck. Something
new must be done. Culture, then, will
need to make a shift to accommodate
the new thing: a shift in direction,
market, customer, system, product,
personnel, and so on. The organiza-
tion needs to be filled with the cul-
tural beliefs that will drive the deci-
sions that will create needed changes
in actions.

An organization needs all the help
it can get to overcome the inertia of
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the status quo. When the organiza-
tional strategy runs counter to the
beliefs about “how things are done
around here,” then the human sys-
tem—the culture—will simply reject
it. “Culture eats strategy for break-
fast,” one client told us. He meant
that setting a significantly new orga-
nizational direction without develop-
ing a new culture is most often use-
less. That’s why 66 percent to 75
percent of organizational change ini-
tiatives fail.

HIDDEN DIMENSIONS

Taking action is often the starting
point, end point, and every place in
between when it comes to organiza-
tional change. When faced with
change, senior leaders tend to go on
furious, extended sprees on manage-
ment autopilot. Rolling up their
sleeves and bracing themselves for
the tough battle ahead, they focus on
the technical systems and process
changes required in the business
operations. A bias for action becomes
an obsession filled with activity and
the appearance of progress. Many
leaders will use language that tiptoes
around culture—"“innovation is our
future,” “in challenging times, we
need to pull together,” “people are
our most important assets”—but then
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they quickly move beyond this lip
service and on to the operations. It is
as if they believe that when the job is
done right by action alone, the cul-
ture will somehow naturally follow.

Even when senior leaders
acknowledge the role of culture in
their organization’s success, few have
a clear idea of how to change culture.
They feel they have little time to
focus on culture and little informa-
tion about steps to take that will open
the door to culture change. “We have
gone as far as we can go with change
management of the operations,” one
CEO told us. “Now we believe that
the real change is in leadership and
the culture, but we just don’t know
how to do that.”

The way to successfully imple-
ment change in an organization is to
give the hidden dimensions of change
the same attention as the operational
elements. If you change the beliefs,
you change the culture. To do some-
thing different (an external outcome),
the organization must be something
different (an internal outcome).

The inside-out approach to culture
change fits side by side with conven-
tional outside-in operational strategies.
When leaders examine beliefs and
thinking, they increase awareness of
why and how they make decisions.
They gain new insight into what is
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Five Factors for Oraanizational Readi

Organizational culture change
requires both individual develop-
ment and collective development.
Individual effort will have limited
impact in the absence of five organi-
zational readiness factors:

The executive team is engaged
as both enabler and participant. The
executive team understands that it
cannot make change happen by
itself. Yet it must lead the change,
engage the organization, and partic-
ipate in developing the change lead-
ership capability.

Leadership development is part
of the organization’s cultural histo-

ry. The organization has experience
with and appreciation for leadership
development as a means of building
organizational capacity. The leader-
ship culture has seen the effects of
its previous leader development
efforts.

A struggle to implement change
efforts meets a realization that
leadership culture is the missing
piece. There is a compelling purpose
for change. The executive team is
clear about the need to get the
operations right but seeks to bal-
ance them. There is high strategic
intent to succeed through leader-

ship's focused effort in culture
change.

The executive team is willing to
engage in emergent work.
Organizational culture change is not
a management program with a guar-
anteed deliverable; rather it is a
leadership pathway that is con-
structed as the journey is made. The
ability to tolerate uncertainty and
ambiqguity is key to success.

Cross-boundary work is deemed
essential. Working across bound-
aries (such as functions, alliances,
agencies, and suppliers) is recog-
nized as critical.

working operationally and what isn’t.
Individuals, senior teams, and whole
organizations can begin to consciously
build a bridge between the hidden,
internal drivers and the visible, exter-
nal actions. By using reflective learn-
ing processes to factor in the power of
culture, people are able to view a situ-
ation in a new way. This creates the
space where genuine change occurs.

Culture change is about the inter-
play between individual growth and
organizational development.
Organizations, as well as people, vary
in their level of readiness for culture
change. (See “Five Factors for
Organizational Readiness,” above.)
Leaders cannot single-handedly reveal
the hidden aspects of their leadership
and organizational culture. They can-
not manage and control culture or fix
it and manipulate it the way one can a
software system, a business plan, a
floor layout, or a budget.

But make no mistake: if leaders
expect culture change in others, they
must change themselves first. Culture
is not an object or a system “out
there”; it is something internal, “in
here.” We often tell our clients, “You
are in the culture and the culture is in
you, and in a very real way you are
the culture. You can’t change the cul-
ture without changing yourself.”

6
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This is the pivot point on which all
culture change sits. If senior leader-
ship wants to keep the work of culture
change at arm’s length, the change
won’t take hold. Colleagues, direct
reports, and employees throughout the
organization will know that culture
change is nothing but a catchphrase
and will, in turn, learn to create the
appearance of support without invest-
ing in change themselves.

To lead organizational change—
both operationally and culturally—
leaders must first conquer their own
opposition to change. By changing
themselves first, leaders start to pro-
vide themselves and others with an
alternative system of beliefs and prac-
tices. To effect change, leaders must
first invest in changing the leadership
culture. In turn, leadership can and
will change the organizational culture.

Leaders who buy into their per-
sonal role in changing culture will
struggle, change beliefs, and likely
evolve into different people and dif-
ferent leaders. When leaders engage
collectively in this process, they learn
to deal with change through public
learning and by taking on risk and
vulnerability. On the other side of the
challenge, however, is the exhilara-
tion of taking a risk that turns out
well and the constructive, positive

energy that comes from tapping into
themselves and others as instruments
of change.

THREE AREAS

What does it take to be a leader of
change toward cultural transforma-
tion? We have identified three areas
that create individual readiness and
capacity for inside-out culture change.

Control Center

How important is it to you to manage
and control the change process? How
comfortable and open are you to the
uncertain, unexpected, and unpre-
dicted? The extent of the need to own
or control change defines a leader’s
control center.

Control is usually a highly
charged and emotional issue for lead-
ers, who face internal pressure to per-
form. Even so, successful leaders of
change move away from tightly held
control and view themselves as
instruments and strategic influencers
of change. They distinguish between
what is controllable and what needs
to be addressed through an emergent
process of influence and learning.
They understand that leading change
often involves relinquishing the per-
sonal need to control.
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When a tightly held control center
is challenged, leaders have a choice:
hang on even tighter or let go. Letting
go means behaving as if you don’t
have all the answers, listening more,
and looking to see what’s really going
on at deeper levels. It involves strug-
gles and new challenges. But letting
go also holds opportunity. As leaders
become more confident in others and
in new leadership practices develop-
ing in the culture, new solutions and
new options will emerge.

Giving up some of the need for
control is a challenge, but it helps
leaders develop tolerance for ambigu-
ity and a facility for dealing with com-
plexity. Leaders can begin to explore
their control center by asking them-
selves the following key questions,
both as an initial self-assessment and
as an ongoing control center check
during the course of everyday work.

® Where is my control center, and
what are its symptoms?

® What role does control play in
actually minimizing organizational
risk versus just containing my anxiety?

® What function does control play
in my decision-making process?

® What if I'm wrong? What if I
don’t have all the right ideas? What if
there are multiple right answers?

® What is the real problem here?

® What role am I playing in the
problem?

® What is the worst that can hap-
pen if I don’t jump in and solve this?

Time Sense

Is everything urgent? Really? Have
you considered that some things are
too important to be urgent? Most
leaders and organizations today face
considerable external pressure to
speed up their operations. In the rush
to “get it done and get it done now,”
they circumvent the learning and lead-
ership functions that will allow them
to succeed at changing a culture.
Leaders alter their time sense by
slowing down to power up. This is a
process of slowing down and taking
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time out for learning. It involves ask-
ing questions, reflecting, and engag-
ing in dialogue. Although it may look
a lot like doing nothing, spontaneous,
informal give-and-take is an impor-
tant part of promoting the culture
change agenda. Without deeply
engaging key constituents and the
workforce in active and applied learn-
ing, leading significant organizational
change is impossible.

To better understand their own
time sense, leaders can ask questions
such as these:

® Am I confusing activity with
meaningful action?

® What might happen if I take a
slower approach and really engage
others?

® Who or what is setting my
pace?

e How do I respond to external
demands?

® Js this really a fire I need to put
out? Who actually started this fire?

® Why can’t this wait?

¢ Whom haven’t I heard from?

® What’s missing?

® Do I need to give this more
attention?

Intentionality

Intentionality is the inside-out inter-
play between the current state and
the future focus. Intentional leaders
become instruments of change.
Leaders and organizations need to
set their cultural intention as clearly
as other goals and metrics.
Intentionality is like an internal
compass setting; it maintains the
courage and commitment to hold
true to the course.

Intentionality builds as insight and
clarity develop. As the vitality of a
leader’s vision, aspirations, and con-
viction strengthens, connecting to his
or her intentionality becomes second
nature. As intentionality becomes
embedded in the unconscious, more
and more decisions are driven from
the new belief structure—the one that
supports the new direction.

The ongoing process of making
the unconscious conscious hones
intentionality. Intentionality is about
building a bridge between beliefs and
behaviors. Leaders can explore their
motives and increase their intentional-
ity by asking themselves questions
such as these:

® Why change?

® Why am I leading change?

® Do I really mean to change
myself and this organization, or am I
just giving lip service to appearance
and activities?

e What if acting on my intentions
produces outcomes different from
what I intended?

® Am [ aware of my motives?

® What are my beliefs and
assumptions about change and about
this specific change?

Leaders and organiza-
tions need to set their
cultural intention as
clearly as other goals

and metrics.

® How do my decisions and
behaviors reflect my beliefs?

® Are my decisions and behaviors
supporting or contradicting what I say
about culture?

GETTING STARTED

To change the organizational culture,
all people systems and practices even-
tually need to be engaged in the trans-
formation process. But to begin,
senior leaders must acknowledge their
place in the culture, engage fully in
the work of advancing the leadership
culture, and stand up first so that oth-
ers can follow. &
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