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Introduction

WHY WE WROTE THIS BOOK

Any company embarking on an OKRs implementation will realize very soon
after the work begins that it is much more than a “measurement project.” The
ultimate goal is improved performance through the identification of objectives
and key results that are refreshed frequently in order to ensure agility in a busi-
ness world where the pace of change is ever accelerating. However, to achieve
success with OKRs, there are numerous processes and tasks that must be seam-
lessly executed. Generating support and enthusiasm from executives, determin-
ing where to deploy OKRs, mastering the nuances of effective OKRs, connecting
OKRs throughout the company, reporting results, capturing key learnings, and
ingraining the methodology into the culture of the organization are just some
of the requirements of an effective rollout.

Aswe write this, the OKRs field is still relatively nascent in terms of standard
practices and proven procedures. It is an emerging discipline, and while imple-
mentations are growing by the day, and consultants and software providers
are coming forward in attempts to plug knowledge gaps, no definitive how-to
guide exists for organizations anxious to implement OKRs without falling prey
to potential pitfalls that can derail this or any change effort. This book is our
answer to that challenge. It was written to fill the void that currently exists
between knowledge and practice. Organizations wishing to reap the benefits of
OKRs must first be made aware of—and properly equipped to overcome—the
challenges associated with an undertaking of this magnitude. Based on our
global consulting experience with OKRs as well as the extensive research we've
conducted, these pages will act as your comprehensive guide through the entire
OKRs terrain. We're confident the tools and techniques profiled in this book will
propel the success of those currently engaged with OKRs and compel more exec-
utives to launch OKRs programs in their own organizations. Before we outline
how the book is organized, let us share with you our backgrounds and experi-
ence with the topic.

Xiii
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HOW WE GOT STARTED WITH OKRs

Ben

“When you go for a hike with your family, it's fine to just walk and enjoy the
scenery, but when you're at work you need to be crystal clear about the destina-
tion. Otherwise you're wasting your time and the time of everyone who works
with you.”

Those words changed Ben'’s life. The source of that wisdom was former
Oracle Chief Financial Officer Jeff Walker. Walker shared this advice with
Ben in a personal conversation and later expanded on the principle in a
keynote he delivered to a group of planning professionals in Palo Alto in
2011. During the talk Walker explained objectives and key results (OKRs).
He discussed how businesses must outline their desired future in the form
of objectives—aspirational and qualitative statements designed to move the
organization forward in a desired direction. Each objective is then translated
into an underlying set of measurable key results. If the objective asks, “What
do we want to do?” the key result asks, “How will we know if we've met our
objective?” Ben was immediately struck by the potential power of OKRs and
sensed that the framework would become critical to his work, but at that point
didn’t know how it would manifest. He was soon to find out.

Ben was approached by an organization to assist them with a KPI (key per-
formance indicators) project. He accepted the assignment and found himself
eagerly awaiting the strategy document that was to be supplied by the com-
pany’s CEO. When it arrived, Ben felt overwhelmed. The strategy slide decks
and documents were stuffed with ideas and good intentions, but the materials
contained a confusing mix of key pillars (corporate priorities), core values, and
business metrics. Ben struggled with how to approach the project, and it wasn’t
until arriving at his hotel room the night before meeting with the CEO and CFO
that he recalled the advice of Jeff Walker. With that in mind, Ben condensed the
strategy document into a single page, translating the key pillars into objectives,
and assigning key results to each. The next day, he used this organizing frame-
work of OKRs to share his understanding of the organization’s strategy. After
his overview, the executives fell quiet and asked for a moment of privacy. Ben
left the room convinced he had misinterpreted the strategy and would quickly
be dispatched to the airport for the next plane home. Two minutes in the hall-
way felt like two hours, but when he was summoned back into the room he
was relieved to see a smile on the face of the CEO, who said: “We want you to
help us create this type of document for every business unit and department in
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the company!” After helping close to 50 teams at the company draft and refine
their OKRs, and later witnessing their success with the method, Ben knew he
had found his calling. Hundreds of hours coaching teams and managers later,
here we are.

Paul

Paul has been working in the performance measurement and strategy exe-
cution space for close to two decades. He was introduced to the concepts
through interactions with a company looking to improve its performance.
In Paul’s case, the company was in a fast-changing industry with nimble
competitors emerging rapidly and customers demanding improved service
with no price increases. A new strategy was created: one that if effectively
implemented would deliver enhanced strategic skill sets across the company,
see the overhaul of key business processes, drive value for customers, and
ultimately produce breakthrough financial results. But could they make it
happen? Key to their execution was the identification of measures they would
use to hold themselves accountable for achieving each plank of the strategy.
It took time, but by focusing on a core set of metrics to learn about what was,
and was not, working with the strategy, the company ultimately delivered on
its promises to customers, employees, and shareholders alike. The real “Aha”
for Paul came in the form of employee surveys conducted before and after
the development and use of strategic measurement. Beforehand, just a small
percentage of employees said they understood the company’s strategy and
how they could contribute. However, after the use of strategic measurement,
the percentage jumped nearly fivefold to a large majority of employees. Like
Ben, Paul saw the value of applying measurement to strategy and set out to
help organizations harness that power.

Some readers may be familiar with Paul through his work and books on
the Balanced Scorecard, a popular framework that translates strategy into
objectives, measures, targets, and strategic initiatives, using four distinct yet
related perspectives of performance: financial, customer, internal processes,
and learning and growth. The framework has been embraced by legions of
organizations around the globe, and while it is unquestionably effective, many
companies have struggled in implementing, and fully maximizing the benefits
of, the scorecard model. One of the chief issues organizations raise is the
model’s increasing complexity. The Scorecard’s taxonomy has swollen over the
years since its founding in the early 1990s, and many experts have layered on
increasingly convoluted schematics that have added even more moving parts
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to what was originally conceived as an easy-to-apply approach to measuring
an organization’s strategy. The end result is that, for many organizations,
despite its benefits the Balanced Scorecard appears too cumbersome to be
rolled out to an entire organization, one comprised of teams yearning for
simple, yet powerful methods to ensure their work is focused on what matters
most and leads to the execution of the company’s strategy. Enter OKRs.

Paul was searching for a “lighter-weight” system that would still provide
the very real benefits desired by his clients who wished to extract the most value
from their strategies. He discovered OKRs through his research and quickly
learned of the work Ben was doing in the field. The two met and bonded over
their mutual desire to help improve organizational performance and the belief
that OKRs, while seemingly simple, can deliver outsized value to any company
wishing to improve focus, drive alignment, and improve engagement. They
began working together with clients in 2015.

HOW THE BOOK IS ORGANIZED

Objectives and Key Results is composed of seven chapters. The first six will lead
you through an OKRs implementation in more or less chronological order,
while the final chapter showcases the work of a number of global organizations
currently benefiting from OKRs.

In the opening chapter we share the history of OKRs, followed by defini-
tions and examples of both objectives and key results. Modern organizations
face many crucial challenges that OKRs are well-suited to overcome. The
chapter explores some of the more pressing topics. Chapter 1 concludes with
an overview of the many benefits of OKRs. Before you can implement OKRs,
you must ensure your organization is ready to embark on the journey ahead.
Chapter 2 explores how to prepare for the creation and use of OKRs. The first
question posed is, “Why are you implementing OKRs?” The critical topic of
executive sponsorship is discussed, including how to gain sponsorship. Consid-
erations on where to develop OKRs are presented, followed by a comprehensive
plan for developing OKRs. The chapter concludes by defining the strategic
context for OKRs using a mission, vision, and strategy. In order for OKRs to
deliver benefits, they must be crafted with care and possess a number of key
characteristics. Chapter 3 outlines how to create effective OKRs. Types of
key results are examined, followed by a discussion of health metrics, and the
scoring of OKRs. The chapter ends with a review of our CRAFT (create, refine,
align, finalize, and transmit) process for creating OKRs.
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OKRs must be created throughout the organization in order to drive
engagement, accountability, and focus. We call this “connecting OKRs,” and
it is the subject of Chapter 4. Processes and tips for connecting OKRs both
vertically and horizontally across the organization are explored. To gain the
maximum value from OKRs, they must be regularly monitored both during,
and at the conclusion of, each cycle. Chapter 5 explores the cycle of OKRs
reviews and how software can enable OKR success. The OKR review cycle
consists of three primary mechanisms, each of which is discussed: Monday
meetings, mid-quarter check-ins, and quarterly reviews. The second half of the
chapter examines the use of software in the implementation and management
of OKRs. To ensure the long-term success of OKRs, they must be ingrained
into the culture of the organization. Chapter 6 examines how to make OKRs
sustainable. Many companies will consider OKRs a “project,” but that is a mis-
take. The chapter opens by arguing why you should consider OKRs an ongoing
process. Any company using OKRs must determine whether to link them to
performance reviews and/or incentive compensation. These potential links are
explored in detail in the chapter, with pros, cons, and recommendations. The
chapter concludes with the top 10 issues to consider before, during, and after
creating OKRs and analyzes how and if to leverage consultants for your OKRs
implementation.

Chapter 7 shares the stories of six global organizations currently using
OKRs to great advantage. Profiled in the chapter are: Zalando, Flipkart, Sears
Holdings, TaxSlayer, GoNoodle, and CareerBuilder. We're confident you’ll
both enjoy and learn from the reflections offered by these exceptional and
innovative organizations.

Companies at any stage of OKRs development will benefit from the advice
offered in this book. Those launching OKRs efforts will, of course, derive benefits
from the detailed tools and techniques guiding them from initial design to the
creation of a robust management system. Those organizations that currently
employ OKRs will also benefit from a review of the topics presented here. The
processes and exercises chronicled can serve as a checkpoint or audit of their
own program to ensure it is operating at peak effectiveness. And for those of
you who are currently utilizing another form of strategic management system,
we invite you to consider the many advantages offered by OKRs. Wherever you
are on your OKRs journey, we thank you for allowing us to serve as your guides.

Paul R. Niven and Ben Lamorte
San Diego and San Anselmo, California, May 2016
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CHAPTER ONE

Introduction to OKRs

THE HISTORY OF OKRs

We're fans of the BBC television show Connections, which premiered way back
in 1978, and was later reprised in 1994 and 1997. The program demonstrated
how major discoveries, scientific breakthroughs, and historical events were
“built from one another successively in an interconnected way to bring about
particular aspects of modern technology.”! What the show made clear is that
there is a long and interesting history behind virtually everything. So it is with
OKRs. While we think of the model as relatively new—most of us would pin
its origination to Google’s adoption in the 1990s—it is actually the result of a
successive number of frameworks, approaches, and philosophies whose lineage
we can track back well over a hundred years. At the turn of the twentieth
century, organizations were much enamored with the work of Frederick
Winslow Taylor, a pioneer in the nascent field of Scientific Management.
Taylor was among the first to apply scientific rigor to the field of management,
demonstrating how such an approach could vastly improve both efficiency
and productivity.
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In another development, in the 1920s, researchers discovered what would
later be termed “The Hawthorne Effect.” At a factory (Hawthorne Works)
outside of Chicago, investigators examined the impact of light on employee
performance. The studies suggested that productivity improved when lighting
increased. However, it was later determined the changes were most likely the
result of increased motivation due to interest being shown to employees. While
these and many other advancements were casting a light on how companies
could enhance productivity through monitoring discrete activities, for the
most part employees themselves were an afterthought. That all changed,
however, with the work of Peter Drucker.

Considered by most people (ourselves included) to be the father of man-
agement thinking, Peter Drucker set the standard for management philosophy
and the theoretical foundations of the modern business corporation. Many of
his more than 30 books are considered classics in the field. It is one book, his
1954 release, The Practice of Management, which is of particular significance to
those of us interested in OKRs. In the text, Drucker tells the story of three stone-
cutters who were asked what they were doing. “I am making a living” was the
response of the first cutter. The second continued hammering as he answered,
“I am doing the best job of stonecutting in the entire country.” Finally, the third
answered confidently, “I am building a cathedral.”?> The third person is clearly
connected to an overall aspirational vision, while the first is focused almost
exclusively on providing a fair day's work for a fair day’s pay. Drucker’s primary
concern was with the second stonecutter, the individual focused on functional
expertise, in this case being the best stonecutter in the county. Of course,
exceptional workmanship is something to be esteemed and will always be
important in carrying out any task, but it must be related to the overall goals of
the business.

Drucker feared that in many instances, modern managers were not
measuring performance by its contribution to the company, but by their
own criteria of professional success. He writes, “This danger will be greatly
intensified by the technological changes now underway. The number of
highly educated specialists working in the business enterprise is bound to
increase tremendously . ..the new technology will demand closer coordina-
tion between specialists.”3 Did we mention he wrote this in 1954! Prescient
as always, Drucker recognized the surge in specialized roles that were to
become the hallmark of the modern corporation, and sensed immediately the
danger that change posed should these specialists be focused on individual
achievement rather than the goals of the enterprise.
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In response to this challenge, Drucker proposed a system termed
management by objectives, or MBO. He introduces the framework this way:

Each manager, from the “big boss” down to the production foreman
or the chief clerk, needs clearly spelled-out objectives. These objectives
should lay out what performance the man’s own managerial unit
is supposed to produce. They should lay out what contribution he
and his unit are expected to make to help other units obtain their
objectives. Finally, they should spell out what contribution the man-
ager can expect from other units toward the attainment of his own
objectives. ... These objectives should always derive from the goals of
the business.*

Readers will forgive Drucker’s exclusive use of the masculine pronouns;
again, he was writing this in the 1950s. He went on to suggest that objectives
be keyed to both short- and long-range considerations and that they contain
both tangible business goals and intangible objectives for organizational devel-
opment, worker performance, attitude, and public responsibility. This last point
is yet another example of Drucker’s considerable foresight. It would be another
four decades before the inclusion of intangible “assets” was formally included
in a corporate performance management system (the Balanced Scorecard).

Already somewhat of a renowned management guru, Drucker’s words
carried significant weight in the boardrooms of corporate America and thus
resonated with executives, who then raced to create MBO systems within
their firms. Unfortunately, as is often the case with any type of managerial or
organizational change intervention, implementations varied widely in form,
often straying far afield from Drucker’s original intentions for the model.
Perhaps the biggest mistake committed by firms eager to gain the benefits
offered by MBOs was transforming what was originally envisioned as a highly
participative event into a top-down bureaucratic exercise in which senior
managers shoved objectives down into the corporation with little regard of
how they would be executed. Many also damaged the integrity of the model by
making it a static exercise, often setting objectives on an annual basis, despite
the fact that even 50 years ago businesses faced pressure to react quickly to
market and environmental changes. But, rather than adopt a more frequent
cadence, when it came to objective setting most companies chose the “Set it
and forget it” pattern we so often see in organizations to this day.

Drucker’s expectation was that organizations would use MBOs to foster
cross-functional cooperation, spur individual innovation, and ensure all
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employees had a line of sight to overall goals. In practice, that rarely occurred
and eventually MBOs became the subject of substantial criticisms. However,
those with keen business acumen saw the underlying power of Drucker’s
words and recognized the value inherent in the process. Enter Andy Grove.

A Silicon Valley legend, Andy Grove served as CEO of Intel Corporation
from 1987 to 1998 and shepherded the company through its remarkable
transformation from a manufacturer of memory chips into the planet’s
dominant supplier of microprocessors. An astute student of business, Grove
recognized the latent power in the MBO system and inserted it as a key
piece of his management philosophy at Intel. However, he made a number of
modifications to the model, transforming it into the framework most of us
would recognize today. In Grove's thinking, a successful MBO system need
answer just two fundamental questions: (1) Where do I want to go (the
objective) and (2) How will I pace myself to see if I am getting there?> That
second question, simple as it may seem, turned out to be revolutionary in
launching the OKRs movement by attaching what would come to be known
as a “key result” to an objective.

A guiding principle in Grove's use of objectives and key results was driving
focus. As he put it:

Here, as elsewhere, we fall victim to our inability to say “no”—in
this case, to too many objectives. We must realize—and act on the
realization—that if we try to focus on everything, we focus on nothing.
A few extremely well-chosen objectives impart a clear message about
what we say “yes” to and what we say “no” to—which is what we
must have if an MBO system is to work.®

He didn’t stop at limiting the number of objectives, however. Grove modified
the Drucker model in a number of important ways.

First, he suggested setting objectives and key results more frequently, rec-
ommending quarterly or in some cases monthly. This was in recognition of the
fast pace of the industry in which he found himself, but also reflected the fun-
damental importance of adopting fast feedback into an organization’s culture.
Grove also insisted that objectives and key results not be considered a “legal
document” binding employees to what they proposed and basing their perfor-
mance review solely on their results. He believed OKRs should be just one input
used to determine an employee’s effectiveness.

Another important ingredient of success at Intel was ensuring OKR
creation was a mix of top-down and bottom-up involvement. As noted earlier,
Drucker assumed this mechanism in his rendering of the model, but many
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organizations, fixed in a purely hierarchical mindset, abandoned it. Not so with
Grove. He intuited the critical nature of employee involvement in fostering
self-control and motivation.

Finally, Grove understood the importance of introducing the concept of
stretch into OKRs. In his words:

When the need to stretch is not spontaneous, management needs to
create an environment to foster it. In an MBO system, for example,
objectives should be set at a point high enough so that even if
the individual (or organization) pushes himself hard, he will still
only have a 50-50 chance of making them. Output will tend to be
greater when everybody strives for a level of achievement beyond his
immediate grasp, even though trying means failure half the time.
Such goal-setting is extremely important if what you want is peak
performance from yourself and your subordinates.”

At this point in our story, we're just one degree of separation from Google
and the OKRs boom we're witnessing today. John Doerr represents that link
in the chain. Now a partner at the venerable Silicon Valley venture capital firm
Kleiner Perkins Caulfield and Byers, Doerr started his career at Intel and enthu-
siastically soaked up the many management lessons Andy Grove was only too
pleased to volunteer. Among them, of course, was objectives and key results.
Doerr recognized the value and potential of the model and continues to share
it with entrepreneurs to this day.

Two of his early students were Larry Page and Sergey Brin, who you may
know as the founders of Google. Here's how John Doerr recalls the introduction
of OKRs at Google:

Shortly after we invested, we had our board meetings around a ping
pong table above the ice cream parlor on University Avenue, and Larry
called an all-hands meeting because I'd shown him this OKR thing. . .1
went through a slide presentation that I still have today .. .and Larry
and Sergey—so smart, so aggressive, so ambitious, so interested in not
just making but achieving moonshots, embraced the system and that
was thirty or so people and to this day I think they're part of the cul-
ture, they're part of the DNA, at Google they're part of the language
the actual words that you use. Larry embraced it for himself, for the
company and he uses it as a tool to actually empower people. People
think it's about accountability and it does achieve that as a byproduct.
It’s really a way to build a social contract in your organization that says
I'm going to sign up to do this amazing stuff.
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From those modest beginnings at a board meeting above an ice cream
parlor, the OKR model has become the performance management tool of
choice throughout all of Google.

We live in a Google universe today. As an example of the behemoth’s place
in the business zeitgeist, if you were to type “Google” into the search bar on
Amazon (books only) you'd get 17,882 results as of March 2016. If someone
were to write a book sharing how often Google changes the paper towels in their
restrooms it would most likely rocket to number one. Given their place in the
popular culture you might assume that OKRs began their ascendance imme-
diately upon Google’s adoption of the program. However, it wasn’t until 2013
and the release of a video by Google Ventures partner Rick Klau that the model
and the movement really began to gain inexorable momentum.® The Klau video
has now been viewed over 300,000 times, and while that might not seem like
an extraordinarily high number when sleeping-kitten videos easily attract mil-
lions of views, it is an achievement when you consider the program runs close to
an hour and a half. That’s a serious commitment, but one many organizations
were willing to make in order to emulate the performance paradigm at Google.

As of today, OKRs have been embraced by thousands of organizations
around the world. The nexus of OKR activity is often assumed to be Silicon
Valley, with high profile companies like LinkedIn, Twitter, and Zynga serving
as passionate proponents of the framework, but in reality, OKRs have been
embraced by organizations large and small around the globe. What we've
shared represents the life of OKRs to this point. We look forward to companies
like yours contributing to the next phase of their development.

WHAT ARE OBJECTIVES AND KEY RESULTS (OKRs)?

Here is our definition:

OKRs is a critical thinking framework and ongoing discipline that
seeks to ensure employees work together, focusing their efforts to
make measurable contributions that drive the company forward.

We doubt anyone is going to put that on a t-shirt any time soon. But it’s
important to specifically define the model so that as you begin working with,
and sharing it with your teams, you possess a shared understanding of what
exactly you mean when you say “OKRs.” One of the biggest problems we see
when organizations launch any kind of a change program is simply terminol-
ogy, or, more precisely, not being specific with their terminology.
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Confusing your words can lead to the transmission of mixed signals to
employees and result in less than desirable outcomes for the organization.
Thus, it’s imperative that you use consistent definitions for OKRs terms and
concepts. We recommend that you employ what we outline in this book. How-
ever, in the end it really doesn’t matter what you call the concepts—remember
Shakespeare’s admonition: “What's in a name? That which we call a rose by any
other name would smell as sweet.” The key is using your chosen terms with
unwavering consistency throughout the organization to ensure there is true
consensus on the point, and the terms and concepts are communicated clearly
to all stakeholders. Everyone has to be operating from the same playbook
should you expect OKRs, or any new initiative, to be understood, accepted, and
able to produce results. Back to our definition, let’s break it down into more
reasonable bite-sized chunks:

Critical-thinking framework: The end in mind with OKRs is accelerating
performance, but you don’t get there simply by monitoring your results
each quarter. In the preceding history lesson we introduced the work of
Peter Drucker. One of our favorite “Drucker-isms” is this: “The most seri-
ous mistakes are not being made as a result of wrong answers. The truly
dangerous thing is asking the wrong questions.” !9 When examining OKR
results your challenge is to go beyond the numbers and, like a business
anthropologist, dig deeper into what they're telling you so that you can
unearth the stimulating questions that may lead to future breakthroughs.
OKRs, when implemented with rigor and discipline, facilitate this model of
critical thinking.

Ongoing discipline: OKRs represent a commitment—of time and effort.
Earlier, we warned against the danger of “set it and forget it” goal setting.
To ensure you benefit from OKRs, you must commit to actually (as
common sense as this sounds) using the model. That entails updating
OKRs each quarter (or whatever cadence you choose), examining results
carefully, and modifying your ongoing strategy and business model as
necessary, based on results.

Ensure employees work together: We've already noted the importance
of cross-functional collaboration and the value of teams in creating
organizational success. OKRs must be structured, and used, to maximize
collaboration and alignment. One of the ways this is facilitated is through
the inherent transparency of OKRs, which are shared widely so that
everyone, from top to bottom, can see objectives and key results from
throughout the organization.
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Focusing their efforts: OKRs are not, and should never be, considered
a master checklist of tasks that need to be completed. The aim of the
model is identifying the most critical business objectives and gauging
accountability through quantitative key results. Strategy pundits are fond
of noting that strategy is as much about what not to do as it is about what
to do. So it is with OKRs. You must be disciplined in determining what
makes the final cut.

Make measurable contributions: As we'll explain shortly, key results are typ-
ically (and almost exclusively) quantitative in nature. Whenever possible,
we want to avoid subjectivity and note with precision how the business is
advancing based on achievement of our OKRs.

Drive the company forward: The ultimate arbiter of success is achievement
of your goals. Follow the advice on these pages and we're confident OKRs
will light that path for you.

Now you can make six t-shirts! With the methodology sufficiently
dissected, let’s turn our attention to what comprises objectives and key results.

OBJECTIVES

An objective is a concise statement outlining a broad qualitative goal designed
to propel the organization forward in a desired direction. Basically, it asks,
“What do we want to do?” A well-worded objective is time-bound (doable in a
quarter) and should inspire and capture the shared imagination of your team.

As an example, we're creating a series of collateral materials for this book,
and one of our objectives this quarter is: “Design a compelling website that
attracts people to OKRs.” The objective is concise (just nine words), qualitative
(no numbers here—that’s the province of the key result), time-bound (we're
confident we can create a design this quarter), and inspirational (it's exciting
to engage our creativity in producing a site that people will find both helpful
and aesthetically appealing).

KEY RESULTS

A key result is a quantitative statement that measures the achievement of a
given objective. If the objective asks, “What do we want to do?” the key result



Key Results 9

asks, “How will we know if we've met our objective?” In our previous definition,
some may quibble with the use of the word quantitative, arguing that if a key
result measures achievement, then by its very nature it's quantitative. Point
taken, but we want to err on the side of too much information here to ensure
that you recognize the vital importance of stating your key results as numbers.

The challenge, and ultimately value, of key results is in forcing you to
quantify what may appear to be vague or nebulous words in your objective.
Using our example objective of “Design a compelling website that attracts people
to OKRs,” we're now committed to designating what we mean by “compelling”
and “attracts.” As you’'ll discover with your own key results, there are no
given translations of words like compelling and attracts into numbers; you must
determine what the words mean specifically to you in your unique business
context. Here are our key results (most objectives will have between two and
five key results—more on that later in the book).

20 percent of visitors return to the site in one week.
10 percent of visitors inquire about our training and consulting services.

The high-wire act you must balance with key results is making them
difficult enough to force a good deal of intellectual sweat to achieve, but not
so challenging as to demoralize your team because they appear impossible.
In Exhibits 1.1, 1.2, and 1.3 you'll find more examples of objectives and key
results for corporate, team, and individual levels.

That'’s all we're going to say about the mechanics of OKRs for now. Which
may leave you thinking, “Hmm, this seems pretty easy; do I really need to read the
rest of this book?” The answer is yes, of course you do.

Many seemingly simple frameworks are actually “deceptively” simple. The
basic principles can be grasped quickly, and thus there is a temptation to eschew
further study in favor of diving in and working with the model. However, you
do so at your significant peril. There are many subtleties and “finer points” to
the OKR approach that must be mastered should you hope to garner the ben-
efits promised by the system. For example, a short list of considerations (we’ll
cover all these topics and more in the pages ahead) includes: Where to build
your OKRs (corporate level or business unit), who will sponsor the implemen-
tation, choosing from the types of key results available, aligning OKRs with your
strategy and vision, aligning cross-functional teams, reporting results to ensure
rapid feedback and learning, and many more. So, please do strap yourselfin and
join us for the rest of this ride. We promise to make it as smooth a trip as we can.
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This education software company targets students

and teachers. The company's set of OKRs feature
three Objectives, each with two to three key results.

OBJECTIVE

« Achieve Q1 financial targets

KEY RESULT

= 5750 million topline revenue in Q1

* 5150 million net income in Q1

OBJECTIVE

*Make a measurable impact on teachers across the globe

KEY RESULT
«End Q1 with 1 million monthly active teacher users
«Add 20k teacher users outside of North America in Q1

+Increase Teacher Net Promoter Score to 50 as measured in
last month of Q1

OBJECTIVE

=Scale business operations effectively

KEY RESULT

= Increase Revenue per Employee to $250kin Q1
(5215k last year)

*50% of employees accepting offers in Q1 originate
from employee referrals

EXHIBIT 1.1 Examples of Company-Level OKRs
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Here are OKR samples from three teams.

USER GROWTH TEAM OKR

OBJECTIVE

@ « Grow our teacher install base and support Japan rollout

KEY RESULT

« Add 500,000 new monthly active teacher users in Q1
= |ncrease teacher user retention from 91% to 95% in Q1

= Sign up our first 100 active teacher users based in Japan by
end of Q1

MARKETING TEAM OKR

OBJECTIVE

@ +Deliver quality school district leads cost effectively

KEY RESULT

=Report baseline metric to reflect ROl of 10
school district marketing events with costs over $10,000

= Achieve an overall Marketing Cost per Lead below $65 in Q1

=5% of leads generated in Q1 convert to paying
customers within 4 weeks of creation

CUSTOMER SUPPORT TEAM OKR

OBJECTIVE

=Measure and improve teacher satisfaction

KEY RESULT

»Report baseline teacher satisfaction based on 1,000 or
more valid surveys in Q1

+Reduce time to close cases from current average of 400
minutes to 300 minutes in the month of March, 2017

EXHIBIT 1.2 Examples of Team-Level OKRs

11
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Here are sample OKRs taken from individuals
on three separate teams

NEW SALES REPRESENTATIVE OKR

OBJECTIVE

@ = Build initial pipeline and ramp up on sales process

KEY RESULT
« Deliver 5 demos without pre-sales support to prospects
« Document outcomes of initial sales calls with 25 prospects

« Add $500,000 to pipeline with potential to close in 2017

MARKETING ANALYST OKR

OBJECTIVE

sImprove inbound lead generation from the blog and

KEY RESULT

+10 new inbound leads originating from new blogs posted

landing pages

=5 new landing pages with 8% or greater conversion rate

=10 existing landing pages with at least 2% improved
conversion based on A/B testing

PRODUCT DESIGNER OKR

OBJECTIVE

=Make our core product user interface easier for teachers
to use

KEY RESULT

= Obtain a baseline to report and monitor the trend in
number of requests from teacher users for features that
already exist in the system

= Improve teacher satisfaction rating on product usability
to 9.0 (up from 8.5 last year)

EXHIBIT 1.3 Examples of Individual-Level OKRs
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ORGANIZATIONAL CHALLENGES, AND WHY YOU
NEED OKRs

In the process of writing this book, we conducted an extensive amount of
research, which translates primarily into an abundance of reading—books,
white papers, articles, blog posts, and so on. They all differ based on their
unique subject matter, but the one common denominator amongst virtually
all of them can be found within the opening sentence or two. Invariably, the
case is made that we live in the most volatile of times. The very foundations
of our corporate thinking are challenged, forcing us to swiftly extend the
frontiers of knowledge to stay one short step ahead of the change monster
bearing down upon us. With this book, we wanted to do something a little
different by allowing you to breathe a little deeper as we begin our journey
together, because in some ways economic life, at least in the developed world,
is actually less turbulent than it's ever been. In the United States, for example,
the volatility of gross domestic product (GDP) growth decreased from 3 percent
in the period of 1946 to 1968 to just 1.2 percent from 1985 to 2006. Both
inflation and corporate profit growth also saw similar reductions in volatility
during the period.!! Today’s technological wonders can make our heads
spin, but they're really no more destabilizing than the advent of railroads,
telephones, automobiles, mass production, or radio were in their day.

So we can all exhale just a bit: It still takes the planet 24 hours to com-
plete one full rotation. But, here’s the bad news, or more appropriately the
reality—and the opportunity, should you choose to seize it—the pace of change
both within companies and in entire industries is accelerating at a rapid, dare
we say unprecedented, pace. As just one example of many, consider adoption
rates on smartphones. In June 2007, the first touchscreen operated iPhones
were offered for sale, followed shortly thereafter by Android-powered phones.
As a category smartphones rocketed from 10 percent market penetration to 40
percent, faster than any other consumer technology in history.!? And thank
goodness for smartphones, huh? What else would we do every 4.3 minutes
if we couldn’t look at our phones? That'’s right, we—and by that, we mean
the collective we: Paul, Ben, you, and everyone else on the planet—check our
phones an average of two-hundred and twenty-one times a day.

Let’s start by looking at a number of key challenges all modern orga-
nizations face. Some of the topics may be familiar to you, whereas others
represent the very latest research and organizational thinking. While each
of these is significant in its own right, we're confident an objectives and key
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results (OKRs) implementation will put you in good stead in overcoming all
potential obstacles, paving the way for you to thrive despite the roadblocks our
ever-changing global business market puts in front of you.

Executing Strategy

In a recent survey, more than 400 global leaders identified exceptional exe-
cution as the number one challenge facing business leaders in Asia, Europe,
and the United States. Execution topped a list of some 80 items, including inno-
vation, geopolitical instability, and top-line growth (which we’ll discuss later in
this section).!? As noted above, this was a recent survey, but the findings aren’t
surprising or novel, as execution has been front and center on the radar screens
of executives for years, primarily as a result of frustratingly low execution per-
centages around the globe. Estimates vary, but most peg the rate of successful
execution at a best case of 25 to 35 percent, while less optimistic pundits pro-
pose a stunningly low 10 percent.

Organizations spend thousands of hours meticulously crafting strategic
plans they feel will vault them past their competition, and the rewards of
turning strategy into action are certainly enviable indeed. One study suggested
a 35 percent improvement in the quality of strategy implementation for the
average firm was associated with a 30 percent improvement in shareholder
value.'* Given the substantial treasure at the end of the execution rainbow, it’s
not surprising that firms would focus their attention on it, and feel the costly
sting of frustration when execution eludes most of them.

Why is execution so difficult to attain in practice? Researchers and authors
Sull, Homkes, and Sull offer five myths of execution that shed significant light
on the subject:

Myth One: Execution equals alignment: A practically unassailable truth in
business ideology is the value of generating alignment: more colloquially,
having everyone row in the same direction. The idea of creating alignment
through shared objectives has been advocated by revered thinkers (see,
for example, the work of Peter Drucker mentioned earlier) and corporate
titans alike for decades. Alignment in itself is undoubtedly a worthy goal;
however, the problem often lies in how organizations go about creating it.
For many firms the process, while well intentioned, quickly devolves into a
top-down exercise in which senior executives offer a number of seemingly
critical objectives and force them into the organization with little regard
for how they will be translated at lower levels. Execution suffers in these
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cases because individual business units and departments create objectives
that align with the high level objectives from above, but neglect to consider
other groups within the firm. Most work today is cross-functional in nature
(as we'll discuss later in this section), and forced cascading often obscures
this fact by creating silos that act solely in their own best interests.

Myth Two: Execution means sticking to the plan: Perhaps the former heavy-
weight boxing champion of the world, Mike Tyson, said it best when he
offered this nugget regarding his opponents’ strategy when facing him:
“Everyone has a plan until they get punched in the mouth.”'> The punch line
(pun intended): Strategic plans don’t always survive contact with the real
world that is your business. Part of the typical strategic planning process at
most firms involves the creation of a portfolio of strategic initiatives aimed
at ensuring the strategy’s success. These initiatives entail the allocation of
human and financial resources and once set in place, firms are often loath
to alter them in any way. In order to execute strategy, companies must be
agile in their approach: constantly sensing changes in the environment
and making sometimes subtle and other times large-scale modifications
to their strategy as a result. This also means having the flexibility of shift-
ing both personnel and financial resources to take advantage of emerging
opportunities. Those with a fixed mindset, unwilling to alter plans seem-
ingly set in stone, will pay a heavy execution penalty.

Myth Three: Communication equals understanding: Given today’s access to
simple and cost-effective modes of electronic communication, even the
smallest of companies can lavish significant communication on their
employees. And they do! Not only via electronic means, in fact senior
leaders in most organizations spend substantial face time communicating
strategic directives. Sadly, the message rarely sinks in. In one survey of
managers from 250 companies around the globe, only half could name
even their company’s most important objective.!® While that may seem
a demoralizingly low number, other studies have suggested even poorer
recognition of company priorities. One survey found that only one in
seven people, a scant 15 percent, could name one of their company'’s
most important goals.!” Although many possible explanations for this
lack of comprehension exist, one we witness frequently is the proclivity of
organizations to bury their employees in jargon. It's not uncommon for
a company to have core values, strategic priorities, mission statements,
vision statements, codes of conduct, core competencies, and a dozen other
potential candidates for a fun game of buzzword bingo. Employees are
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understandably confused, don’t know what matters and truly warrants
their focus, and thus pay little attention to any of it!

Myth Four: A performance culture drives execution: If asked to describe
competition in their industries today, most executives would likely reach
for adjectives such as: fierce, intense, and brutal. The margin for error is
slim, and thus a relentless drive toward a performance culture would seem
to make great sense when attempting to distinguish yourself from rivals.
In some cases, however, performance is so prized a virtue that failure
in any form is completely anathema and avoided at any and all costs.
“Mistakes” and missteps are hidden from view, the blame game is played
with great zeal, and the organization quickly falls behind. As with most
things, balance must be adhered to when it comes to shaping a culture.
While performance is important, organizations would do well to also
value agility, teamwork, collaboration, and calculated risk-taking. Driving
execution is dependent on frank discussions of so-called failures, which
in reality are really data points to be studied, learned from, and improved
upon in the future.

Myth Five: Execution should be driven from the top: We're all aware of the
visionary CEO who, through sheer force of will and utter brilliance, can
guide a company through even the most perilous of corporate journeys.
But they are few and far between, and probably more myth than reality.
In practice, vesting exclusive execution power in the hands of the CEO
will most likely result in poorer performance, manifested by slow decision
making—thus possibly missing key opportunities as they arise—and the
escalation of often petty conflicts that waste scarce executive time. The
responsibility for execution must be distributed throughout the enterprise,
which, of course, requires that you properly negotiate the hurdles present
in the previous four myths.

Organizing to Meet New Realities

It’s no secret that the demographics of the global workforce are changing
dramatically, becoming simultaneously younger and older, as well as more
diverse. Millennials, those born between the early 1980s and early 2000s,
now account for half of the workforce, and that percentage is increasing
rapidly. Their career desires have been well-documented: an environment
that promises constant learning, a work experience that offers meaning
and purpose, and a dynamic and rewarding career path. At the other end
of the age spectrum are the baby boomer generation, an enormous cohort
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whose numbers are decreasing, but who still retain immense organizational
knowledge and capabilities. Many baby boomers are now working into their
70s and even 80s, while facing the challenges of new roles as mentors, coaches,
and subordinates of younger colleagues. Finally, given the globalization of
modern business, our workforces exhibit more gender and cultural diversity.

Given these and myriad other forces conspiring to challenge leaders, many
organizations are altering their structures from the traditional, hierarchical,
and functional models to flexible and interconnected teams. In Deloitte’s 2016
Human Capital Report, 92 percent of respondents rated organizational design as
a top priority, while nearly half (45 percent) state their companies are either in
the middle of a restructuring or planning one.!3

To visualize the change in design taking place, it may be helpful to think
of your favorite movie. Virtually all films are created by individuals and small
teams of experts (writers, producers, set designers, cinematographers, costume
designers, etc.) that band together during the production and then move on to
new assignments once the film is complete. We're witnessing something very
similar in corporations: Networks of teams are formed to tackle specific business
problems, and once the challenge has been successively resolved, the team dis-
bands and its members are reassigned to other squads. The challenges these
teams take on are directly aligned with the overall objectives of the firm, thus
ensuring a link to execution. We feel that OKRs are very well suited to this
growing trend in organizational thinking, and will discuss our rationale in the
benefits section.

The Challenge of Sustaining Growth

“Grow or Die” is a much-repeated mantra throughout corporate conference
rooms here in the United States, and around the world. Ask executives to name
their top priorities and, in addition to execution as we chronicled above, you're
sure to hear the word growth spring enthusiastically from their lips. In fact,
estimates suggest that over 90 percent of strategic plans aspire to growing rev-
enue. The idea of growth is very enticing, not only because in many cases cor-
porate survival depends on it but also because most executives are extremely
sanguine when it comes to the growth prospects facing their firms. In one sur-
vey of 377 executives, respondents saw opportunities everywhere: 50 percent
cited “tremendous opportunity” in the North American market, 65 percent in
Europe, and more than 85 percent in Asia.'®

It's great to be optimistic, but often painful when reality rears its prag-
matic head (think of that punch from Mike Tyson). Despite the opportunities
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for growth that executives around the globe wish to seize upon, very few firms
are able to sustain profitable growth in the long (or even medium) term. In the
decade ending in 2010, just 9 percent of companies in one study achieved even
a modest rate of growth (5.5 percent) while also earning their cost of capital.
Another study of this important topic obtained very consistent results: Only 8
percent of nearly 5,000 companies in the sample grew their revenues by at least
5 percent year after year.?"

What causes so many organizations to stumble, or perhaps more fittingly,
collapse, along the road to growth? Interestingly, as already noted, it’s not a
lack of opportunity that forestalls the potential of growth. Actually, when asked,
more than 75 percent of executives will cite factors relating to organizational
effectiveness, such as: excess complexity (recall our discussion in the execution
section regarding the overwhelming number of concepts employees are sub-
jected to and expected to comprehend), risk-averse cultures (possibly due to an
overwhelming focus on performance as we documented), and difficulty achiev-
ing sufficient focus. OKRs can assist you in overcoming each of these difficulties.

The Threat of Disruption

Interested in starting a new company? Here's a sobering statistic that just may
dampen your enthusiasm: Recent research suggests that the expected life of a
new American company is on the order of six years.2! That doesn't give you
much time to make an impact. And even if you are fortunate enough to beat
the odds of survival, just keeping your head above water may be challenging
because you'll most likely be under the constant threat of disruption.

When most of us think of disruption, innovative firms like Uber or Airbnb
come quickly to mind. However, strictly speaking, Uber, for example, is not a
disruptive innovation. Disruption describes a process whereby a smaller player
with fewer resources is able to successfully challenge established incumbent
businesses. They do so by targeting overlooked segments, offering more suit-
able functionality (frequently at a lower price). Incumbents typically ignore this
move, and eventually new entrants move upmarket delivering the performance
customers require, while preserving the advantages (chiefly lower cost) that
drove their early success.22 Technically, Uber did neither of these, but that cer-
tainly hasn’t stopped it from forever altering the taxi industry.

Rather than disruption, we could term the changes Uber and others are
employing as “business model innovations,” but regardless of the terminology
employed the fact remains, there are hungry (nay, starving) companies that
you've never heard of, who are at this very moment plotting to steal your market
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share. No industry is immune to this assault. Take shipping companies. They
face a very unanticipated threat: 3D printing. As more manufacturers have the
option to print parts and products in finished form onsite, shipments by air, sea,
and roadway will plummet. It is estimated that as much as 41 percent of the
air cargo business, 37 percent of ocean container shipments, and 25 percent of
truck deliveries are vulnerable to 3D printing.?? Given the undeniable threat,
it’s vital that organizations embrace agility and possess the ability to swiftly
modify their business model based on new information. Once again, we believe
OKRs will prove beneficial in this task.

Employee Engagement

The business press is replete with stories relating the “war for talent” among
corporations striving to stock their ranks with the best, brightest, and most
highly engaged employees. It’s a simple fact that no organization can succeed
without skilled and motivated teams working in alignment with overall objec-
tives. Of all the adjectives appearing in the last two sentences the one that has
the greatest hold on executive attention is engagement. To put it bluntly, we're
currently facing an engagement crisis.

Before we present the litany of statistics to bolster this point, let’s define the
term, because there is much confusion about what engagement is and is not.
First, what it's not. Engagement does not represent employee happiness and
it's much bigger than employee satisfaction. Kevin Kruse, author of Engage-
ment 2.0, defines engagement as the emotional commitment an employee
has to the organization and its goals.2* This emotional commitment means
engaged employees actually care about their work and the company. They
don’t work just for a salary, or for a promotion to the next rung on the ladder,
but work passionately on behalf of the organization’s goals. When employees
care—when they are truly engaged—they use discretionary effort.

Here's a simple, but telling, example we observed at a client organization.
We were scheduled to meet with the CEO of a small fast-food chain in South-
ern California. The meeting location was one of its restaurants, and we arrived
quite early. None of the employees knew who we were, so there was certainly no
incentive for them to try and impress us in any way. At one point, we noticed an
employee rushing across the floor towards the door. Our first thought was that
someone had attempted to leave without paying, but in fact we were wrong.
As he approached the door the employee bent over and picked up a discarded
napkin. He placed it in the trash and went back behind the counter to assist the
next customer. You could say he was simply doing his job, but again, no one
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was watching. He could have easily left the trash on the floor, but he took the
discretionary step of leaving his station to keep the restaurant clean.

Unfortunately, the engagement numbers in the United States and around
the world are dismally low—Gallup reports only 13 percent of the global work-
force is highly engaged. In the United States, the number is about 30 percent.
And this produces a real penalty—by some estimates, low engagement costs
$17,000 per employee per year in lost productivity, absenteeism, and so on.
Seventeen thousand doesn’t sound that big, so let’s amplify it by extrapolating
that to the entire U.S. workforce. We're then looking at approximately $450
billion to $550 billion in lost productivity each year. But we believe there may
be an even bigger cost—the inability to contribute effectively to strategy execu-
tion. Disengaged employees are not willing to expend the discretionary effort
necessary to sense new opportunities, take calculated risks, or propose business
model innovations that may keep their firms ahead of rivals.

The good news is that organizations recognize what is at stake in this bat-
tle, and have significantly expanded efforts to enhance engagement. Annual
employee satisfaction and engagement surveys are being phased out, replaced
by employee listening tools such as pulse surveys, anonymous social tools, and
perhaps most importantly regular check-ins with, and feedback from, man-
agers.2>

We've laid out some considerable challenges on the previous pages. Fortu-
nately, as we've alluded to, OKRs can assist in overcoming these hurdles, and
launch you on a trajectory of sustained success. Let's look at some of the many
benefits of the OKRs approach.

BENEFITS OF OKRs

The very act of instituting and utilizing a formal measurement and monitoring
practice is beneficial, as evidenced by a recent study of 30,000 U.S. businesses
conducted by the U.S. Census Bureau's Center for Economic Studies. According
to the authors, companies that had structured management practices focused
on performance monitoring and targets had significantly better financial
results than those that didn’t use such measures.2® So simply putting an OKRs
program in place is upping your odds of fiscal success. The rewards to your
bottom line will justifiably please you, the board, and your bean counters, but
outlined next are a number of additional, also critical, benefits you can expect
from a well-constructed OKRs implementation.
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OKRs Are Easy to Understand—Increasing Buy-in and Use

Here in California, where we live, there is a very popular burger restaurant
called In-N-Out. If you've ever had the pleasure of savoring their offerings,
which are absolutely a cut above most fast food, your mouth is probably
watering as you read this. One of the many reasons In-N-Out has captured
such a frenzied base of raving fans is the simplicity of the menu, which consists
of burgers, fries, shakes, and beverages. That's it. Not like many restaurants,
whose menu boards are so crammed with items you need 20/15 vision just to
read them.

Consider OKRs the “In-N-Out of managing your performance.” One of the
biggest benefits the framework features is its sheer simplicity, and that begins
with the taxonomy. Basically just three words: objectives and key results. Other
approaches to managing performance and executing strategy are awash in jar-
gon, which has the potential to confuse employees already under siege from
missions, visions, core values, and KPIs, as we noted when discussing execution
myth three (Communication equals understanding).

We've worked with clients who, after just a short introductory training
session, are immediately using the terms correctly and creating meaningful
objectives and key results. Again, as noted in the previous section, there is much
more to the model, and we'll cover it all in depth, but in order to have your
team buy into and support any program a critical first step is mastery of the
vocabulary. OKRs make that easy. Here's how Rick Klau of Google Ventures
describes it:

When OKRs are working well in your company, it's as if everyone has
acquired fluency in a new language. Every employee is familiar with a
common vocabulary, and understands how this vocabulary describes
what’s most important to the company (and what’s not). After just a
couple of quarters relying on OKRs to set and manage goals, people
inside a company develop three distinct superpowers: the ability to pre-
dict the future, the ability for the company’s founders or CEO to be a
part of every important discussion, even (especially) when they’re not
there, and the ability to say no.2”

A Shorter Cadence Fosters Agility and Change-Readiness

While there is room for customization with every implementation, most OKRs
practitioners will set goals quarterly. This frequent establishment of priorities
is vital. As the pace of change within, and outside, businesses accelerates,
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it's essential that new information be captured, analyzed, and transformed
into knowledge that can be used to innovate and potentially alter the strategy
or business plan. Doing so is immensely difficult if you're setting just annual
goals—There is such a lag between the inciting incident that may have the
potential to rock your business to the core, and your reaction to that event,
that you're left completely flat footed and unprepared.

Frequent goal setting also establishes a discipline within the organization
that may be lacking. Learning, and making proactive decisions, is incumbent
upon regular, focused reviews of what is taking place in your company and
its surrounding environmental milieu. By updating your OKRs each quarter,
you're building an organizational muscle that will become stronger with use,
allowing you to be ready for the inevitable forces of change and disruption.

Finally, recent evidence suggests that more frequent goal setting has a
positive impact on financial results. Deloitte reports that companies that set
quarterly goals were nearly four times more likely to be in the top quartile of
performers. 28

OKRs Demand Focus on What Matters Most

Perhaps the scarcest resource in any company is employee mindshare. Think
of the intense competition vying for a chunk of that real estate in today’s 24/7
world: company goals, unit goals, individual achievement goals, the meeting
you're late and unprepared for, industry trends, career concerns, family issues,
social media, the score from last night’s game, and so on. No doubt we live in
a world of excess access, to everything. But one thing that must rise above the
cacophony of competing voices is knowledge and understanding of what’s most
important for the company (and each employee’s contribution to that) right
now. OKRs demand that you isolate just the most fundamental priorities and
dedicate your focus to that limited subset of potential variables involved in run-
ning any company.

When Dick Costolo, former CEO of Twitter, was asked what he learned from
Google that he applied to Twitter he answered: “The thing I saw at Google that
I definitely have applied at Twitter are OKRs—objectives and key results. Those
are a great way to help everyone in the company understand what’s important
and how you're going to measure what’s important. It's essentially a great way
to communicate strategy and how you're going to measure strategy.”2?

As an executive or manager, you're faced with a constant barrage of
choices that can be summed up in two words: yes or no? Do we build a new
factory offshore? Do we hire that star engineer with the bad reputation? Do we
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green-light the new marketing campaign? There is a ceaseless procession of
questions that must be answered in the affirmative or negative. By putting a
spotlight on your absolute priorities, you're winning on two fronts: identifying
what matters most, and by default, providing yourself with the appropriate
ammunition to say no to the many initiatives that, while tempting, are not in
line with your goals.

Transparency Promotes Cross-Functional Alignment

Earlier in the chapter we discussed how organizations are redesigning the way
work gets done by vesting small teams with the authority and challenge of
overcoming specific problems, and then disbanding once the task has been
completed. Regardless of the business problem a team is trying to solve, it's
a virtual guarantee that a potential solution does not reside with just one
team, but does in fact depend on the cooperation of another group (or groups)
within the firm. Therefore, in our networked world it's imperative that teams
have visibility into other teams’ performance goals. OKRs encourage this
transparency throughout the organization.

An effective OKR program works on several levels: There are corporate-
level objectives and key results in place. Departments or business units (your
structure or nomenclature may differ) have OKRs, and individuals may have
OKRs. The composition of OKRs at each level is not confined to their provincial
interests. On the contrary, a well-developed set of OKRs should include objec-
tives and key results that foster (and demonstrate) collaboration with other
teams on whom you rely, or conversely, rely on you to drive results. OKRs
should ideally be transparent throughout the organization, meaning every-
one is able to see what others are measuring and provide feedback and input.
This transparency fuels collaboration, alignment, and ultimately, the execution
of strategy.

OKRs Facilitate Focused Conversation and
Drive Engagement

There is an oft-quoted career adage that says people don’t leave companies, they
leave managers. This has been accepted human resources wisdom for quite
some time, and companies have, naturally, attempted to remedy the situation
by crafting leadership development programs, offering sensitivity training, and
engaging in 360-degree feedback. These and other interventions have been
designed to improve the employee-manager relationship and mitigate the risk
of talent heading out the door. There's just one problem. The old adage isn’t
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true, at least not according to a survey of over 7,000 LinkedIn members across
five countries.

According to the respondents, the primary reason for playing the free agent
card is lack of advancement opportunities. Three times as many people cited
that rationale over a poor relationship with their supervisor as cause for leav-
ing.3? The good news for OKRs users is that whether people are tempted to start
circulating resumes because of a sour relationship with a supervisor or because
they see no upward mobility in the company, using OKRs can reduce the likeli-
hood of either.

OKRs are not a top-down exercise with goals handed down, as if on stone
tablets, to lower-level units and departments who are expected to dutifully
execute, regardless of their opinion. In fact, an important distinction of this
model is its focus on inclusivity. It is expected that individuals will have a
legitimate say in the objectives and key results chosen, reflecting a mix of
top-down and bottom-up goal setting. Having the opportunity to meaning-
fully contribute to what you will be held accountable for goes a long way in
enhancing engagement. And later, when results are tabulated, the chance to
engage in a meaningful discussion, conducted in a spirit of inquiry, also boosts
morale and demonstrates to superiors an employee’s readiness for the next
level on the corporate ladder. This phenomenon has been demonstrated at
Sears Holding, where OKRs have been in place since 2014. Employees who use
OKRs are three and a half times more likely to be promoted.?!

OKRs Promote Visionary Thinking

Carol Dweck is a Stanford professor known for her work on motivation, and
more specifically, mindset. She posits that people can be divided into two camps.
Some individuals believe their success is a result of innate ability, and are said
to have a “fixed” mindset. Others feel success is a result of hard work, tenacity,
and determination. They are said to possess a “growth” mindset. Fixed mindset
individuals fear failure because they feel it's an assault on their basic abilities,
while those with a growth mindset embrace failure, recognizing it as a simple
data point, and an opportunity for learning and improvement.

In our experience working with clients around the globe, and being
somewhat liberal in our use of the concept, organizations may be similarly
classified using this distinction. Those who “suffer” from a fixed mindset will
often forgo opportunities that involve risk, motivated primarily by a fear of
failure. Whereas, other organizations, embodying the growth paradigm, relish
failure, embracing a spirit of fail fast and learn quickly. We believe that in order
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Summary of benefits you can expect froma

well-constructed OKRs implementation

COMMUNICATION

Easy to understand system increases buy-in and use

AGILITY

Frequent cycles foster agility and change-readiness

FOCUS

OKRs ensure everyone is clear about what matters most

TRANSPARENCY

Making measurable goals visible promotes cross-functional
alignment

ENGAGEMENT

Most OKRs originate bottoms-up so teams and individuals
own their goals

VISIONARY THINKING

OKRs stretch our thinking about what's possible

EXHIBIT 1.4 Why OKRs?
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to compete in today's global economy it is incumbent upon all companies to
adopt a growth mindset, and doing so means stepping out of any predefined
comfort zone and creating audacious goals. Any OKRs that simply mimic the
status quo are not only going to be ineffective, but will likely alienate talented
employees looking for meaning and purpose in their work. Objectives and
key results are meant to stretch the organization, challenging your teams
to fundamentally rethink the way work gets done. The benefits of OKRs are
summarized in Exhibit 1.4.
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CHAPTER TWO

Preparing for Your
OKRs Journey

WHY ARE YOU IMPLEMENTING OKRs?

In the previous chapter, we used the phrase excess access. Bestselling author and
researcher Marcus Buckingham coined the term to describe our current state of
affairs in which we have access to literally everything, all the time.! At home, at
work, and at play, we're constantly bombarded by waves of information: news,
entertainment, marketing messages—the litany of stimuli is unending. When
time and attention are among our scarcest resources, one of the great chal-
lenges of early twenty-first century life is determining how to sort through the
barrage, in an attempt to separate the signal from the noise.

Therefore, the first question you must answer when embarking on an
OKRs implementation is simply, “Why are we going to use OKRs, and why
now?” If you're unable to answer that to the satisfaction of your team, it’s
unlikely they’'ll push aside mountains of current priorities and devote the
necessary commitment to make OKRs (or any type of change) successful. This
is not surprising when you consider the surfeit of programs in place at most
businesses of even modest scale. We recently worked with a subsidiary of an
international corporation and on the first day of our work it was clear there
was confusion regarding where OKRs would fit in with their already crowded
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performance management process. When we asked what other frameworks
were in place they noted goals programs, individual performance plans,
leadership development, and balanced scorecards. Employees around the
room wondered aloud whether OKRs would simply add a layer of complexity
rather than distinguishing itself by creating real value. This story leads to an
important task for you: Before starting with OKRs, create an inventory of what
systems you're currently using to manage performance and critically examine
where OKRs fit in. Ideally, you want one system only—one version of the truth.
Any more and you're simply adding complexity and confusion.

Here are a few possible answers to the “Why OKRs” question that you
should definitely not communicate at your town hall meeting announcing
the implementation: “We're going from good to great!” “We want to be on
the cutting edge of performance.” “Because Google did it.” The first two
explanations are nothing but empty platitudes that will most likely mean
very little to employees, and probably not even resonate with the person or
team who crafted them. The words are nebulous and open to interpretation,
whereas what you desire when sharing why you're implementing OKRs is a
specific rationale. The last option, “Because Google did it,” is perhaps the most
pernicious. There is a very good chance that you are considering the adoption
of OKRs as a result of what you've heard or read about Google, LinkedIn,
Zynga, or other high-profile users. However, you're not Google or any of those
other companies. It’s perfectly reasonable to hope to gain some of the benefits
those organizations garnered from the approach, but it’s still vital that you
specify your unique motivation.

OKRs should solve a specific business issue you face. One distinct possibil-
ity is using the program, at least in part, to drive awareness of overall company
goals and strategy. We've already lamented the fact that most employees can’t
list their company’s most important objective. Here's another illustration of
that fact. In a study, researchers found that 15 percent of employees could not
identify even one of the top three goals identified by their leaders as key to suc-
cess. The remaining 8 5 percent named what they felt was the primary goal, but
it frequently bore little resemblance to what their executives had presented. The
study went on to suggest that the further you are from the top of the organiza-
tion, the lower the clarity and awareness of corporate aspirations.? Perhaps not
surprisingly, given the low level of goal awareness, even those who did espouse
recognition of the primary corporate goal reported low levels of commitment
relating to its achievement. About half of respondents said they were passionate
about the goal, meaning almost half of all employees were simply going about
their daily work with little drive or engagement. OKRs, as we demonstrated in
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Chapter 1, propel focus on what truly matters and are thus an outstanding aid
in overcoming the lack of goal awareness.

In the end, however, only you can determine exactly why OKRs are the
right answer for your organization at this time. We urge you to take the time
to carefully consider this question and develop a response that will resonate
with your entire team from the C-suite to the shop floor. We would further
suggest you wrap your rationale in a larger narrative of where you currently
reside in your corporate orbit. Are you a scrappy newcomer hoping to gain
market share? Or are you perhaps an incumbent, vulnerable to business model
innovations on the part of competitors? Vividly outline the challenges you
face, your strategy for meeting them, and how OKRs will be used as your
guide throughout. Growth and change should be viewed as an imperative, not
an option.

EXECUTIVE SPONSORSHIP: A CRITICAL COMPONENT
OF YOUR OKRs IMPLEMENTATION

We both speak at industry conferences, and in addition to sharing our knowl-
edge of OKRs and strategy with the audience we also enjoy listening to the other
presenters and learning from their unique experiences. Of particular interest
are individual companies telling their stories, outlining their implementation
and lessons learned along the way. Of course every company will traverse a
slightly different road and their tale will reflect the subtle nuances of their jour-
ney. However, one thing all companies that have achieved success in imple-
menting a change program of any kind have in common is the massive safety
net provided by a sponsoring executive who feels truly passionate about, and
committed to, the endeavor.

We've already cataloged the immense amount of stimuli vying for our
attention today, and with that demanding setting as a backdrop, it's under-
standable that no initiative will survive without executive sponsorship. When
we're overloaded, we look for cues to help us cut through the clutter and focus
on what truly matters. One such cue, a vital one, is what our executives (in
particular, the chief executive) are devoting their time and attention to. There
is an old saying, “If it interests my boss, then it fascinates me.” Should senior
leaders show knowledge of the change program, and support it in words and
action, you can be certain employees will follow suit. If, however, leaders are
visibly disinterested in the latest change program why should employees be
expected to cede any of their valuable bandwidth to support it?
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Writing in their book Confronting Reality, authors Charan and Bossidy state
the case for executive sponsorship quite clearly:

The usual reason for the failure of an initiative is that it was launched
halfheartedly, or was beyond the ability of the organization to master.
Here's what tends to happen: the leaders announce a bold new pro-
gram and then walk away from it, leaving the job to others. With no
clear impetus from the top, the program will wander and drift. An ini-
tiative, after all, is add-on work, and people already have full plates.
Few of them can take it seriously if the boss doesn’t. Eventually the
effort bogs down and dies. . .. Real results do not come from making
bold announcements about how the organization will change. They
come from thoughtful, committed leaders who understand the details
of an initiative, anticipate its consequences for the organization, make
sure their people can achieve, it, put their personal weight behind it,
and communicate its urgency to everyone.>

This quote should be formatted as a warning label and affixed to any
document relating to a proposed change initiative circulating at your organi-
zation. The only thing missing is this coda: If you don’t have sponsorship, do
not proceed.

Gaining Executive Sponsorship

If you're excited about the potential of OKRs to provide value to your company
but don’t possess the decision rights to approve an implementation, you'll
require the support of at least one member of your senior leadership team,
preferably the CEO. Here are a few tips we've seen organizations use to great
effect in gaining executive traction for a change initiative:

Link OKRs to something the executive is passionate about: There is little doubt
that any executive is more likely to lend active and vocal support to a pro-
gram that resonates with their personal passions and values. Your job is
to find that hook and explain how OKRs will transform it from rhetoric to
reality within the organization. Perhaps your CEO is fixed on the virtues of
speed to market. You can note the swift cadence of OKRs and how they’ll
allow you to move quickly, provide feedback, and promote flexibility and
agility in aid of accelerating the new product development cycle.

Provide OKRs education: Before providing our support for any new program
we must first feel it possesses legitimate value and meaning. That meaning
and value are derived from a comprehensive understanding of the subject
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matter. Senior managers will follow this same path from knowledge
to meaning to value and commitment, and therefore the first step is
providing basic education on OKRs: Definitions, examples, benefits, and
most importantly, why they should be used at your organization right now.
Involve executives in the OKRs implementation: Most change experts would
assert that we don’t think ourselves into acting differently, but in fact, we
act ourselves into thinking differently. The upshot: You're much more
likely to support something that you're actively involved in creating
because you are physically acting out the change. Therefore, we strongly
suggest you ensure senior executives are part of your OKRs implementa-
tion, and the task is not delegated to a lower-level team. CareerBuilder, the
largest online job website in the United States, provides a great example
of a company committed to executive involvement. Its CIO, Roger Fugett,
participated in all three days of recent OKR drafting workshops. He recog-
nized that his presence was critical in order to align IT with the business.
The attendance of the CIO made it obvious to workshop attendees that
OKRs are to be taken seriously.

The colossal benefits of a truly engaged CEO were in evidence to us in a
recent client engagement. The CEO was new to the organization, and although
he had performed substantial due diligence before accepting the position, he
was unsure what awaited him when he actually began inhabiting the CEO post.
Sure enough, things were not quite what he’d hoped. As he confided to one of
us, “The floorboards were a lot looser than I expected.” Because he had used
OKRs with great success at his two previous companies, one of his first actions
was to institute an OKRs program from top to bottom throughout the organiza-
tion. He didn’t delegate, but sat in on all the corporate-level workshops and took
precious time from his schedule to later review all lower-level goals. He shared
articles on the topic, spoke about it at all-hands meetings, and even communi-
cated it to outside audiences. Needless to say, everyone witnessed his passion for
the implementation and fell in behind him very quickly. It’s still early in their
work, but thanks to the focus provided by OKRs, results are already beginning
to show improvement.

WHERE TO DEVELOP YOUR OKRs

At first glance, OKRs appear to be very simple: Determine what you want to do,
and how you'll know when you've achieved your goal. However, the actual cre-
ation and overall implementation of OKRs will require serious deliberations on
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a number of topics. We described one earlier in the chapter when we examined
your rationale for using the framework. In this section we’ll look at another
early implementation question: where you'll create OKRs. This section outlines
the primary choices awaiting you.

Company-Level Only

For many organizations, this will be the most logical choice. Starting at the top
has a number of inherent benefits: It clearly communicates what the organi-
zation is most focused on, demonstrates commitment and accountability on
behalf of the executive team, and provides the means for later development of
OKRs at lower levels of the firm. This approach “eases” the company into OKRs,
giving all employees the time to digest the idea and witness how it can help
transform results. There is actually a scientific basis for the notion of easing in,
which is called future lock-in. Behavioral scientists Todd Rogers and Max Bazer-
man coined the term to describe the proclivity of people to be more amenable
to a change (assuming it aligns with their values) if it will be implemented at
some point in the future.* Especially if you've had difficulty launching change
efforts in the past, this alternative has merit because it will be less threatening to
employees. You're only rolling out at the corporate level initially and employees
will have time to adjust to the idea as you show early benefits.

The critical enabler of success should you choose this option is executive
sponsorship. A lackluster rollout, followed by anemic interest on the part of
executives, will doom OKRs from the outset. You'll require an enthusiastic
champion (or champions) to create the initial momentum for the program
and prove to the entire team that it isn’t just another “flavor of the month,”
destined to soon disappear.

Company and Business Unit or Team

A more ambitious approach is to launch OKRs at both the company and busi-
ness unit or team level. By business unit or team, we're referring to any group
that reports to a senior executive, your terminology may differ. The implemen-
tation won't be simultaneous. Rather, we would expect overall company-level
OKRs to be created, and once they have been widely communicated, business
units or teams will create their own OKRs that demonstrate their alignment to
overall goals.

Most important with this method is ensuring that the company-level
objectives have been carefully selected and are well understood, since they will
provide the critical input for business unit or team OKRs. And once again,
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from the broken-record department, sponsorship at the executive level is
vital. Additionally, this choice entails some significant prework in the form of
deployment parameters. Before you allow units or teams to create OKRs, you'll
want to ensure that you've outlined key principles such as any maximum
number of objectives or key results, agreement on terminology, scoring, and so
on. We'll be covering those topics in Chapter 3.

Entire Organization

Ultimately, this is where you want to go, having OKRs at the company, busi-
ness unit, and individual levels to ensure alignment from top to bottom; it's
just a matter of how long it takes to get there. The risks enumerated in the
previous paragraphs apply here, but are amplified since you're attempting to
go even lower in the organization. Unless you have a very small organization,
we would not recommend this be your first choice when you begin your OKRs
effort. Having said that, it shouldn’t take you years to reach this point. Once
you've proven the concept at one level, go deeper and establish momentum until
eventually your entire organization has embraced OKRs and they've become
part of your culture. Only you can determine the right rhythm for your imple-
mentation.

Pilot at a Business Unit or Team

In an attempt to limit downside risk, some organizations will choose to begin
their OKRs program at the business unit or department level. They utilize a pilot
approach to demonstrate proof of the concept, show quick wins, and generate
enthusiasm for a broader rollout. The unit or team you choose will require a
leader who deeply understands the inner workings of OKRs and believes in the
ability of the framework to generate real business results (yet another way of
saying sponsorship, but at a lower level). We've seen this approach pay div-
idends when the pilot group does indeed generate quick wins, capturing the
attention of other groups eager to mimic their success. The danger in this choice
is ensuring the pilot team selects OKRs that are achievable. Should they estab-
lish unreachable goals and fail miserably on their OKRs, this will undoubtedly
scare off others who are afraid the program will simply shine a spotlight on their
deficiencies.

Use OKRs for Projects

This is another “ease your way into OKRs” approach. Rather than develop-
ing corporate-level OKRs or using the framework at the unit or team level,
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you might start by applying objectives and key results to your biggest projects.
Ask what your objective is for investing in the project, and then establish key
results to track the project and gauge success. This method helps socialize the
concept, creates a fluency for the terminology, and will, hopefully, improve
your project management discipline. We're presenting this as an option, but
would not strongly endorse it as an adoption approach for most organizations.
Any projects you're spending time and money on should necessarily be linked
to your overall strategy (and vision and mission). With those conditions in
place, you will be more likely to accelerate execution by applying OKRs at the
corporate level, and eventually rolling out to the entire company.

SPECIAL CASES

In this section, we've used the terms team, and business unit. However, defining
the teams that will create OKRs is not merely an exercise of re-creating your
organization chart. Let's look at two common cases, based on OKR implemen-
tations, which will help you get started defining your OKR team:s.

Two Teams Using a Single Set of OKRs

We often see a single set of OKRs work for two teams when they are aligned as
business partners. For example, IT may be set up by vertical: IT for sales opera-
tions, IT for finance, IT for marketing, IT for product, and so on. In these cases,
rather than each IT team setting up its own OKRs, or for each business team to
set up OKRs, the combined team “IT for sales operations” defines a single OKR
set. The business team drives the creation of OKRs, but their corresponding IT
team is involved with the process to ensure OKRs are feasible and well under-
stood. This ensures alignment from the start. This pattern can also emerge with
other corporate groups such as Finance.

While IT and finance teams are commonly merged with other teams for
purposes of creating OKRs, there are other sets of teams that, depending on your
industry and structure, may be considered “one” as well. In the software space,
product and engineering teams are highly dependent on one other. While each
have independent team leads and appear as separate boxes in the organizational
chart, ifthere are major dependencies between these two teams, you might con-
sider merging them to create a single set of OKRs.
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Many Teams for a Single Set of OKRs

Some organizations have initiatives that require extensive contributions from a
number of teams. One of our mid-sized technology clients faced this situation,
and did not set OKRs by team at all. Rather, they defined a “squad” devoted
to each of their five key initiatives. Each squad had its own set of OKRs and
included individual contributors from various teams. So, one squad might con-
sist of four engineers, two designers, a marketing analyst, a finance manager,
and a product manager.

There are probably other implementation permutations we haven’t doc-
umented here, but what we’ve presented is based on actual client implemen-
tations and our research. As noted previously, we feel you should ultimately
aim for using OKRs throughout your organization, but of course be patient
and flexible in your timing. The most important thing, as with any endeav-
ors in life and business, is overcoming the forces of resistance and simply get-
ting started! A summary of options for where to deploy your OKRs is presented
in Exhibit 2.1.

AN OKRs DEVELOPMENT PLAN

Do you know who “The Wizard of Westwood” is? If you guessed Harry Potter’s
next nemesis you'd be mistaken. The Wizard to whom we're referring was
a mere muggle, but one possessing legendary skills as a basketball coach:
John Wooden.

During his nearly three decades at the helm of the UCLA men’s basket-
ball team, Wooden racked up an unprecedented ten national championships.
He elevated basketball strategy to new heights, but beyond his acumen for the
game itself lay another secret to his success: planning. He described his philos-
ophy this way:

When I coached basketball at UCLA, I believed that if we were going to
succeed, we needed to be industrious. One way I accomplished this was
with proper planning. I spent two hours with my staff planning each
practice. Each drill was calculated to the minute. Every aspect of the
session was choreographed, including where the practice balls should
be placed. I did not want any time lost by people running over to a mis-
placed ball bin.>
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Here are the five primary options for where to create OKRs

Company Level Only

Company and Business
Unit or Team

Entire Organization

Pilot at a Business Unit
orTeam

ANALYSIS

+Clearly communicates top-level goals

» Demonstrates executive commitment

« More ambitious approach

= Requires clear OKR deployment

« Maximizes alignment

» Challenging to begin here; many risks

* Provides proof of the OKRs concept

+Showcases quick wins and draws
attention from other groups

+\iable option for easing into OKRs

« Improves project management
discipline

EXHIBIT 2.1 Where to Deploy Your OKRs
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This same commitment to detail will serve you well as you begin your
work with OKRs. Given the many benefits we've touted, there is often a strong
temptation to jump right in with both feet, immediately drafting OKRs without
considering any of the questions we’ve proposed (why OKRs, who will sponsor,
etc.) and will share throughout the book. But there is a potential price to be
paid for that speed: confusion and mounting skepticism regarding your ability
to deliver on the project.

Picture this: You're excited about getting started and immediately call a
meeting of your executive team and their direct reports to build the corporate-
level OKRs. There are some inevitable hiccups, maybe a lack of complete
consensus on what you've constructed, but at the end of the day your walls
are papered with sticky notes, and you arrive at a draft set of objectives and key
results. We can guarantee that just before you adjourn and utter the words:
Does anyone have any questions? Hands will go up. And at least a few people
will ask: “What’s next?” If you've barely thought through what was going to
happen in the meeting you just had, there is no way you can competently offer
up what’s going to follow. That will often lead to skepticism and can quickly
derail your implementation.

You don’'t need a phone-book-sized project plan delineating every conceiv-
able step you'll take over the next 18 months, just a document that outlines
the big chunks of your implementation so that you can monitor your progress
and ensure you're leaving no stone unturned during the process. In the two
sections that follow we've outlined the key steps comprising the planning and
development phases of your implementation.

Planning Phase

In this phase, you're laying the groundwork for a successful rollout. Here are
the key steps to consider:

Secure executive sponsorship for OKRs.

Answer the question, “Why OKRs, and why now?’
Determine where you'll begin with OKRs (corporate-level only, pilot, etc.).
Create an implementation plan (see the development phase section).

’

Development Phase

This plan supplies the concrete steps you'll take in creating your first set of
OKRs, and reviewing initial results. Your development plan will, of course,
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depend on where you decide to build your OKRs. We'll assume you're going to
begin with a set of OKRs at the corporate level only.

Provide OKRs education: We've previously noted the seductive simplicity of
OKRs, and that ease of understanding will often prompt organizations to
skip this important step. However, consider this education with a capital E,
during which you'll not only provide fundamentals on the model but share
why you're choosing to use OKRs now, success stories from other firms, and
what people can expect during the journey.

Develop or confirm the mission, vision, and strategy: Your OKRs should be
translated from your strategy, drive the achievement of your vision, and be
in alignment with your overall mission. These are key enablers of success
and as such should be solidly in place before you begin.

Create your corporate level objective(s) and key results: There are several
options for this step: using a small team, gathering input from employees
through surveys that will later be used in a workshop, conducting exec-
utive interviews, or simply drafting objectives during a workshop. We'll
explore this topic, and the attendant choices, in Chapter 3.

Present OKRs to the company: We suggest using multiple media here: Share
electronically, post to your intranet, and most important, communicate in
person (perhaps at an all-hands meeting) so that you can facilitate a dialog
surrounding the OKRs you chose and why.

Monitor OKRs: You don’t “set and forget” OKRs, but must monitor them
during the quarter (or whatever cadence you choose).

Report results at the end of the quarter: Score your OKRs and communicate
the results with the entire organization. As with everything discussed
above, we'll return to this topic with much more information later in
the book.

We began this section with what we hope was inspiration provided by one
of the greatest basketball coaches of all time, and will end with another “inspi-
rational” quote, albeit one that is much more colloquial in nature. One of us
had a co-worker early in our career that was obsessed with planning. The only
picture adorning her office walls was a large framed print bearing the words:
“Fail to Plan and You Plan to Fail.” By following the steps noted in the previous
sections you will be turning that on its head and planning to succeed!
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KEY LESSONS FOR SUCCESSFUL TRANSFORMATION

We supplied a definition of OKRs back in Chapter 1, but beyond the taxonomy
you must remember that OKRs are really a change and transformation effort.
And, unfortunately, it's well documented that organizations struggle with
change. In one of many studies on the topic, Michael Beer and Nitin Nohria
of Harvard Business School estimate failure rates as high as 70 percent.®
Therefore, it's critical that you adhere to the latest findings in the field of
change research in order to tip the scales in your favor. One recent survey (and
study) from the global consulting firm McKinsey uncovered four key man-
agerial actions that prove most effective in driving successful transformation
initiatives.” Each is briefly discussed below in the context of OKRs.

The first is role modeling, exemplified by leaders who “walk the walk” and
demonstrate desired behaviors to a staff, hungry for cues from their executives.
This finding corroborates our earlier discussion of the importance of securing
executive sponsorship for your OKRs engagement.

Fostering understanding and conviction is the second key action. It asserts
that if employees understand the rationale for a change they're asked to make,
they are more likely to act in support of the changes. This action can be fostered
by creating a “change story” that communicates why the change is necessary,
what people can expect, and what tools will be provided to help them during
the change. As with executive sponsorship, we noted the importance of “Why
OKRs?” earlier in the chapter.

The next action is reinforcing change through formal mechanisms. Struc-
tures, systems, and processes represent formal mechanisms you can use to sup-
port employees’ efforts to embrace new mind-sets and behaviors. For example
you might revise your employee performance review system to partially incor-
porate individual OKR results. This creates an alignment between the change
(OKRs) and a formal system (performance reviews).

Developing talent and skills is the final key action noted in the McKinsey
survey. It suggests that when employees have the skills they need to act in a new
way they're more likely to make the desired changes. This action highlights the
importance of having an actual strategy in place, as it will dictate what skills are
ultimately necessary for execution. Once you assess current (and anticipated)
skill strengths and gaps, you can intervene with a set of targeted development
opportunities.



42 Preparing for Your OKRs Journey

There is no magic formula that will guarantee either the effective design or
success of a transformation initiative. However, we're confident that if you take
the time and effort to rigorously apply the advice offered in this chapter you will
be laying a very solid foundation for your OKR program, one that will position
you well for the actual construction of objectives and key results, which we’ll
turn our attention to in Chapter 3.

THE BUILDING BLOCKS OF OKRs: MISSION, VISION,
AND STRATEGY?

One of the biggest strengths of OKRs is their emphasis on a shorter cycle. More
frequent review cycles lead to rapid learning, increased opportunities to make
progress, and even a feeling of winning at work. However, the emphasis on a
short cycle can also be problematic. Are OKRs too short-sighted? How can OKRs
be strategic if they look out just a single quarter? Some critics suggest that OKRs
resemble a tactical rather than strategic framework. To overcome these poten-
tial deficiencies, you must create context for OKR setting.

OKRs should never be created in a vacuum, but must be a reflection of
the company’s purpose, its desired long-term goals, and its plan to successfully
defend market space. In other words, they should translate your mission, vision,
and strategy into action. In the sections that follow we’ll share background
information on each of these OKR raw materials, discuss why they’re impor-
tant, and supply you with tools to either assess your current versions or create
entirely new editions.

Entire books have been written about these subjects, in the case of strat-
egy, hundreds if not thousands. This is a book about OKRs, we recognize that,
and therefore we understand if you're hesitant to invest the time in the fol-
lowing sections. However, as noted above, if your OKR investment is to be a
profitable one, the objectives and key results you establish must propel your
company toward its desired future state. That ideal future is captured in the mis-
sion, vision, and strategy (see Exhibit 2.2). Therefore, we urge you to read the
sections that follow and utilize the advice offered to ensure a solid foundation
for your OKRs program.

Mission

Anyone encountering your company, whether it's a customer, current or
potential employee, or strategic partner, will undoubtedly have a number
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Creating OKRs in the context of your Mission, Vision,

and Strategy ensures alignment

Broad priorities

What we will focus
on in the near term

How we know
we've achieved
an objective

EXHIBIT 2.2 Creating Context for OKRs

of questions in mind. Who are you as an organization? Why do you exist?
It is the mission of your organization that provides the answers to these vital
questions.?

A mission statement defines the core purpose of the organization, its
raison d’etre, why it exists. The mission also reflects employees’ motivations
for engaging in the company’s work. In the private sector, which is strongly
influenced by shareholder concerns, a mission should provide the rationale for
a company’s existence beyond generating stockholder wealth. Even in today’s
Wall Street driven, meet-the-numbers-or-else markets, the mission statement
should describe how an organization is indeed serving the public interest; why
it matters—the true responsibility of any organization.
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In work, as in life, we all strive to make a contribution. Purpose and
fulfillment are not achieved exclusively from the collection of a paycheck, but
rather are derived from contributing to something greater than ourselves,
doing something of value. The organization’s mission is the collective embodi-
ment of this most basic of human desires. Hewlett-Packard co-founder David
Packard held this belief deeply and made it the cornerstone of his management
philosophy. This is how he described mission in a 1960 speech that is as
relevant today as it was over a half century ago:

A group of people get together and exist as an institution that we call
a company so they are able to accomplish something collectively that
they could not accomplish separately—they make a contribution to
society . . . do something which is of value.!?

The best of our organizations offer us the opportunity to accomplish some-
thing of value, to attain true meaning and fulfillment through work.

Unlike visions and strategies that may be achieved over time, you never
really fulfill your mission. It acts as a beacon for your work, constantly pursued
but never quite reached. Consider your mission to be the compass by which you
guide your organization. And just as a compass can lead you to safety when
you're lost in unfamiliar terrain, a powerful mission can serve as your guide in
times of organizational uncertainty.

Why Take the Time to Create a Mission Statement

Before we go any further, we should acknowledge the Dilbert-esque response
that mission (and vision) often engenders in change-weary corporate veter-
ans and newcomers alike. Some see it as nothing but corporate whitewashing,
vacuous words that in the end add little or no value to the organization. We
disagree. Particularly with OKRs, we believe mission is truly critical to your
implementation.

Earlier, we noted that OKRs must not be created in a vacuum. You require
context for the exercise should you hope to gain the benefits the approach has
to offer. The immediate context will be provided by your specific strategy (which
we'll discuss shortly), but OKRs must also lead you to the achievement of your
vision (see the next section) and be consistent with your mission. Consider for
a moment the tremendous value and alignment you create when developing
OKRsthat truly translate your mission. Now you have a tool that can act as your
compass and guide the actions of your entire employee team. Your challenge is
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to elevate the mission beyond embellishments to a coffee mug and take advan-
tage of the power it can offer.

Effective Mission Statements

Now that we know what they are, let's look at some of the attributes that make
for an effective and enduring mission statement.

Be simple and clear: Peter Drucker has said one of the greatest mistakes
organizations make is to turn their missions into “hero sandwiches of good
intentions.”'! We've read thousands of pithy quotes over the years but
this may very well be our all-time favorite. It’s short, colorful, and most
important, 100 percent accurate. We have yet to share this nugget of sage
advice with an audience and not have the entire room nod in unison or
chuckle somewhat apologetically, as if to say, “Okay, you got us on that
one.” As admirable as your intentions may be, they aren’t necessarily
practical. You can’t be all things to all people and still expect to maintain
the focus necessary to accomplish specific goals. The mission must mirror
your chosen field of endeavor.

Inspire change: Although your mission doesn’'t change, it should inspire
great change within your organization. Since the mission can never be
fully realized it should propel your organization forward, stimulating
positive change and growth. Consider the mission of Wal-Mart: Saving
people money so they can live better.12 Retailing may look vastly different
in 100 years than it does today, but you can wager safely that people will
still want to save money.

Be long-term in nature: Mission statements should be written to last 100
years or more. Although strategies will surely change during that time
period, the mission should remain the bedrock of the organization, serving
as the stake in the ground for all future decisions.

Easy to understand and communicate: Buzzwords really have no place in a
mission statement. It should be written in plain language, which is easily
understood by all readers. A compelling and memorable mission is one that
reaches people on a visceral level, speaks to them, and motivates them to
serve the organization’s purpose.

If you've never created a mission statement, Exhibit 2.3 provides a simple
template that can help you get the ball rolling within your organization.
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We exist to (primary purpose, need served, or problem solved)

For (primary clients or customer)

In order to (core services offered)

So that (long-term outcomes determining success)

EXHIBIT 2.3 Simplified Mission Statement Template
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If You Already Have a Mission

Chances are, whether you know it or not, your company probably already has a
mission statement. Perhaps it’s proudly adorning office walls throughout your
organization, or conversely, it may sadly be gathering dust on a shelf, or tucked
out of sight in a desk drawer somewhere. If yours falls into the latter category,
that is, you haven’t seen, or heard much about your mission for a while—that’s
probably a good sign that it's time to reexamine it.

Start by evaluating your mission in the context of the attributes presented
earlier in the chapter. Does your statement contain all of these attributes? Here
are some additional questions to ask if you're uncertain about the efficacy of
your current mission:!3

Is the mission up to date? Does it reflect what the organization actually does
and is all about?

Is the mission relevant to all stakeholders? Does a compelling reason for your
existence present itself from a review of your mission?

Who is being served? Should you rewrite the mission to more accurately
reflect your current customer base?

Exhibit 2.4 contains sample mission statements from a diverse group of
organizations.

Mission Objectives and Key Results (MOKRs)

If you've read this far, but have flipped ahead and see multiple pages on vision
and strategy awaiting you, we fully understand that you may feel a bit frus-
trated. That frustration likely stems from the distinct possibility that there is no
way your executive team has the appetite to invest in mission and vision work-
shops along with a potentially protracted strategic planning effort. We'll share
the essence of these topics in the sections that follow with the hope, and expec-
tation, that you can create powerful versions of each with minimal time and
effort. However, if you still don’t think that’s possible, we suggest you at least
consider the shortcut concept of MOKRs, which as the acronym suggests, sim-
ply means creating a mission statement for the company and all teams devel-
oping OKRs, and using the mission to guide the development of OKRs.

Having a clear mission, and aligning OKRs—whether monthly, quarterly,
or yearly— to it, helps ensure that work performed in the short term is meeting
the long-term purpose of the organization. Exhibit 2.5 shows the use of
MOKRSs with a marketing team. In this example, marketing is focusing on two



48 m  Preparing for Your OKRs Journey

Amazon
It's our goal to be Earth's most customer-centric company,

where customers can find and discover anything at Amazon.com

Starbucks
To inspire and nurture the human spirit — one person, one cup and

one neighborhood at a time.

Nike

To bring inspiration and innovation to every athlete in the world.

Google

Organize the world'’s information and make it universally accessible

and useful.

EXHIBIT 2.4 Example Mission Statements
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Marketing Team Example

MARKETING MISSION

Provide whatever it takes to enable the

OBJECTIVE

= Deliver quality leads cost effectively

KEY RESULT

= Obtain baseline ROI of marketing (revenue/cost for 5
conferences with total cost of $50,000 or more in 2017)

= Achieve an overall cost per lead below 565 in Q1

= 10% of leads convert to purchasing customers within
4 weeks of creation

OBJECTIVE

* Provide tools and training to support Sales Kickoff

KEY RESULT

= 20 competitive snapshots updated with current pricing
and our top 3 differentiators

= 80% of sales team certified on new Product ABC
sales process

* Average score of 4.5 on satisfaction with sales training

EXHIBIT 2.5 Example of MOKRs (Mission, Objectives, and Key Results)
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objectives in the first quarter, both of which support their overall mission.
Of course, it may change those objectives in the future. Examples of later
objectives might include: “Refresh marketing collateral to include new product
ABC,” and “Present the first comprehensive competitive analysis featuring
new players in the mobile market.” Note that each of these objectives supports
the longer-term mission as well.

When we deployed MOKRs in a mid-sized software company with five busi-
ness units and roughly 50 team leaders, the 10 minutes spent with each man-
ager to define the team’s mission was perhaps the most valuable in the entire
engagement. The exercise enabled the CFO to quickly read each team'’s core
purpose, outlining how they fit into the larger organizational tapestry. Addi-
tionally, by making all of the mission statements public, it was easy to see how
each team connected and was aligned throughout the organization.

Vision
What Is a Vision Statement?

In the previous section, we discussed the importance of a powerful mission to
determine your core purpose as an organization. Based on the mission, we now
require a statement that defines more specifically where we want to go in the
future. The vision statement does just that, signifying the critical transition
from the unwavering mission to the spirited and dynamic world of strategy.

A vision statement provides a word picture of what the organization
intends ultimately to become—which may be 5, 10, or 15 years in the future.
This statement should not be abstract—it should contain as concrete a picture
of the desired state as possible, and also provide the basis for formulating strate-
gies and OKRs. A powerful vision provides everyone in the organization with
a shared mental framework that helps give form to the often-abstract future
that lies before us. Vision always follows mission (purpose). A vision without a
mission is simply wishful thinking, not linked to anything enduring. Typical
elements in a vision statement include the desired scope of business activities,
how the corporation will be viewed by its stakeholders (customers, employees,
suppliers, regulators, etc.), areas of leadership or distinctive competence, and
strongly held values.

Effective Vision Statements

Without a clear and compelling vision to guide the actions of all employees,
you may wind up with a workforce lacking direction and thus unable to profit
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from any strategy you create, no matter how well conceived. Let’s look at some
characteristics of effective vision statements:

Quantified and time-bound: An organization’s mission describes its reason for
being: its core purpose. Typically these statements are composed of inspi-
rational prose, but do not include numerical aspirations or timing of any
kind. The vision, however, must include both in order to be effective. Visions
are concrete representations of the future and, as such, they must provide
specific details about the envisioned future state of the company. Although
it will depend on the unique circumstances of each organization, many
choose to wrap their vision in long-term financial goals of seemingly auda-
cious revenue or profit targets. Others may include daring goals related to
the number of customers served or geographies entered. Without numbers
it will be impossible to measure progress toward the vision in your OKRs.
Concise: The very best vision statements are those that grab your attention
and immediately draw you in without boring you from pages of mundane
rhetoric. Often the simplest visions are the most powerful and compelling.
When Muhtar Kent assumed the CEO position at Coca-Cola in 2008, he
was asked about his top priority moving forward. Without hesitation he
replied, “Establishing a vision...a shared picture of success. We call it
2020 vision and it calls for us to double the business in 10 years. It’s not for
the fainthearted but it’s clearly doable.”!* His vision is both succinct and
powerful. Notice also, that his vision is both quantified and time-bound.
Consistent with mission: Your vision is a further translation of your mission
(why you exist). If the mission suggests solving problems for customers
and one of your core values is constant innovation, we would then expect
to see a reference to innovation in your vision statement. In the vision
you're painting a word picture of the desired future state that will lead to
the achievement of your mission, so ensure the two are aligned.

Verifiable: Using the latest business jargon can render your vision statement
nebulous to even the most trained eye. Who within your organization will
be able to determine exactly when you became world class, leading edge, or
top quality? Write your vision statement so that you'll know when you've
achieved it. Notice again Muhtar Kent’s specificity of doubling the business
in 10 years. While the mission won’t change, we would expect the vision
to change, since it is written for a finite period of time.

Feasible: The vision shouldn’t be the collective dreams of senior manage-
ment, but must be grounded in reality. To ensure this is the case, you must
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possess a clear understanding of your business, its markets, competitors,
and emerging trends.

Inspirational: Your vision represents a word picture of the desired future
state of the organization. Don’t miss the opportunity to inspire your team
to make the emotional commitment necessary to reach this destination.
The vision statement should not only guide but also arouse the collective
passion of all employees. To be inspirational, the vision must first be under-
standable to every conceivable audience from the boardroom to the shop
floor. Throw away the thesaurus for this exercise and focus instead on your
deep knowledge of the business to compose a meaningful statement for
all involved.

Developing Your Vision Statement

“Back to the Future Visioning” is a fun exercise you can use to help develop
your vision statement. The process can be administered either individually
or with a group. In describing the method, we'll assume a group session.
Distribute several 3 x 5 index cards to each of the participants. To begin the
session, ask the members of the group to imagine they awake the next morning
5, 10, of 15 years in the future (your choice of time increment). In order to
record their impressions of the future they've each been given a disposable
camera to capture important images and changes they hoped might take place
within their organization. At the end of each day’s adventure, they must create
a caption for the pictures they've taken during the day. Instruct the group
to use the index cards you distributed to record their captions. By the end of
the trip, they've cataloged the future in detail. Give the participants about 15
minutes to imagine their trip to the future and encourage them to visually
capture as much as possible in their minds’ eye. Ask the group: “What has
happened with our organization, are we successful?” “What markets are we
serving?” “What core competencies are separating us from our competitors?”
“What goals have we achieved?” Record the captions from the index cards on
a flipchart or laptop computer and use them as the raw materials for the initial
draft of a vision statement.

We think you'll enjoy the exercise, but the outcome is very important. Your
vision possesses the ability to reduce the gap between current and desired per-
formance. The OKRs you draft throughout your company will be designed to
close that performance gap, and hence vision is critical to the maximum uti-
lization of OKRs.
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Strategy

We were able to capsulize our discussion of mission and vision on the preceding
pages. However, strategy is such an enormous subject, with literally hundreds
of books and thousands of articles and white papers available on the subject,
thatitisimpossible to provide a cursory overview of the topic here. What we can
say is that strategy is critical to your OKRs as it provides the initial context for
creation. All OKRs should be directly translated from your strategy—ryour game
plan for successfully creating or defending aggressively contested market space.
Therefore, we would expect you to have a strategy in place before embarking on
your OKRs implementation. If you're reading that and thinking, “Well, I think
Jim (or Cindy or whoever your CEO is) knows what the strategy is,” you're in
trouble. Like a ship without a rudder, if you try to create a robust set of OKRs
without the benefit of a widely communicated and understood strategy in place,
you can be certain of drifting off course and steering your entire team into a fog
of confusion.

If you're from a younger, more entrepreneurial company that embraces
lean and agile concepts you may be tempted to skip this section, thinking old
school strategic planning is anathema to your culture of pivots and rapid exper-
imentation. That's simply not the case. A core strategy supplies boundaries,
helping you determine what not to do when faced with a sea of opportunities,
which is every bit as important as determining what to do. It also helps you
choose viable opportunities, remain focused, align your entire organization,
and make necessary commitments to execute.!’

One of us (Paul) wrote a management fable on how to develop a strategy.
In the final section of this chapter, we've provided a summary. Paul’s model for
creating a strategy is based on answering four fundamental questions. If you
don’t have a clear strategy in place, one that has been widely disseminated, and
is comprehended by all, we strongly encourage you to convene your team and
answer the questions below.

ROADMAP STRATEGY'¢

Before writing his management fable on strategic planning, Roadmaps and Rev-
elations, Paul reviewed hundreds of strategic plans, and scoured the literature
from the likes of Michael Porter, Henry Mintzberg, Michael Raynor, W. Chan
Kim, Renee Mauborgne, and many others. During the process, he constantly
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asked himself what core elements appeared again and again—what, in fact,
represented the DNA of effective strategic planning? There are literally hun-
dreds of approaches to strategic planning, but his investigation yielded a set of
questions that appeared in one form or another in virtually all of the materials
he discovered. Those core questions came to form the basis of Roadmap Strat-
egy, a process he documented in the book. As you can see, the process draws its
name from the book’s title.

Exhibit 2.6 provides an overview of the process—you'll see the four fun-
damental strategy questions, and on the outer ring of the diagram you'll find
what we call the four lenses, each of which will assist you in answering the fun-
damental strategy questions. At the center of the diagram is, of course, the word
strategy, as the four questions and accompanying lenses are designed to drive
strategy formulation.

EXHIBIT 2.6 The Four Fundamental Strategy Questions
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The Four Fundamental Questions You Must Answer When
Creating a Strategy

Let’s review each of the four questions, beginning with the first.

What Propels Us Forward?

At this very moment your organization is being propelled in some direction by a
force put in place through years of decisions made on everything from how you
allocate your financial resources to whom you hire, to how you employ tech-
nology. What propels you forward represents, in many ways, your corporate
identity; in other words if people were to say, “They are a company,” the
blank in the sentence will often describe what propels you forward. Possessing
a unique identity has been proven to boost TSR (total shareholder return). One
study found that companies considered to have a “clear” identity—standing
for something unique and consistent over time—have superior three-year TSR
growth compared with companies that lack a clear identity.!”
Most organizations will typically be propelled by one of six forces:

1. Products and services: Companies propelled by products and services may
sell to many different customer groups, using a variety of channels, but
their focus is on a core product or service. Consider Coca-Cola. It focuses
exclusively on nonalcoholic beverages, with hundreds of global brands.

2. Customers and markets: Organizations dedicated to customers and markets
may provide a number of product or service offerings, but they are all
directed at a certain core audience. Johnson & Johnson’s diverse wares
have one thing in common: they're aimed at the needs of their core market,
doctors, nurses, patients, and mothers.

3. Capacity or capabilities: Hotels focus on capacity. They have a certain num-
ber of rooms available and their goal is to fill them, simple as that. Airlines
operate on the same premise, using available seats. Organizations propelled
forward by capabilities possess expert skills in certain areas and will apply
that toolkit of skills to any possible product or market.

4. Technology: Some organizations have access to a proprietary technology
that they leverage to a number of different products and customer groups.
Consider DuPont, which discovered nylon in the 1930s. DuPont went on to
apply the technology to a varied range of offerings, including fishing line,
stockings, and carpet.
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5. Sales and distribution channels: The operative word with this focus is how,
not what or who. Organizations that are driven by sales channels will push
a diverse array of items through their selected channels. TV shopping net-
works are a great example. Where else can you buy makeup one hour and
DVD players the next?

6. Raw materials: If you're an oil company, everything you sell is going to be
derived from that black gold you pumped from the ground. You may have
the skills and technology to mold the oil into a number of things, but all
will be directly descended from the original raw material.

Some may view the six areas and claim they can, and must, do all in order
to succeed in our hypercompetitive marketplace. We suppose in theory that’s
possible, but it will prove exceedingly difficult to go beyond simply skimming
the surface of what each area has to offer if you attempt to pursue all six at the
same time. Doing so will inevitably lead to bewilderment from an already skep-
tical employee audience, wondering which path to choose when presented with
alternative opportunities. Ultimately, a focus on all is a focus on none, leading to
suboptimal results. In order to truly capitalize on this principle, you must com-
mit to one driving force for your organization and align your resources, human
and financial, around that decision. Determine what propels you forward, and
focus on optimizing it.

What Do We Sell?

Regardless of which of the six areas propels you forward as an organization,
you must sell something, some mix of products or services, to your customers
in order to keep your business alive. The challenge inherent in this question is
making the critical determination of which products and services you'll place
more emphasis on in the future, and which you'll place less emphasis on.

Take for example, the American cable television channel, The CW. Parent
companies Time Warner Inc. and CBS Corporation had high hopes when
they launched the new network but it failed to deliver results and soon there
were whispers it would be shut down. Recognizing that a strategic choice
had to be made, CW returned to its ancestral roots and decided to focus on
programs geared toward young women. Dawn Ostroff, former CW enter-
tainment president, addressed the change, when she said, “We really needed
to stand out in the marketplace and not be another broadcaster...It was
important for us to differentiate and create a brand that hopefully will be a real
legacy here.” CW bet its future on shows such as Gossip Girl, the new 90210,
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a new Melrose Place, and Vampire Diaries, all focused on content relevant to
young women. That tradition continues today with Jane the Virgin and Crazy
Ex-Girlfriend.

Who Are Our Customers?

When determining whom you'll sell to, you are once again faced with a choice:
Which customer groups (and geographies) do we place more emphasis on in
the future, and which deserve less of our attention? The first step in answering
this question is acquiring a clear understanding of your current group of cus-
tomers by reviewing standard metrics such as Net promoter score, profitability
by customer group, retention, and market share. It's also vital to experience
things from your customers’ point of view in order to glean insights not visible
from within the walls of your corporate headquarters.

The upscale beauty company Estée Lauder, which controls 30 brands
including the iconic MAC and Clinique, examined this question, and made
strategic choices as a result. CEO Fabrizio Freda decreed that reducing the com-
pany’s dependency on declining U.S. department stores, which accounted for
nearly one-third of Estée Lauder’s sales, was a top priority. A new geographical
focus is in the works as well, as Estée Lauder plans to focus increasingly on
emerging markets and Asia.

Often, responses to the questions, “What do we sell?” and “Who are our
customers?” will be revealed in unison, as analysis on one leads to insights on
the other, ultimately creating answers for both queries. Consider once again,
The CW. By making the strategic choice to offer programs geared to young
women (What do we sell?), it is simultaneously committing to young women
as its core customer group.

How Do We Sell?

This is perhaps the most crucial of the four questions, as it determines value
proposition. In other words, how do you add value for customers, or to put it
even simpler: Why would anyone buy from you? Despite the importance of the
question, the choices awaiting you are limited and basic: You can either attempt
to offer the lowest total cost of ownership to your customers or you can put forth
a differentiated product or service.

Companies that compete on lowest total cost invest deeply in capabilities,
processes, and assets that allow them to standardize their operations, and cre-
ate a repeatable formula that results in low prices for the consumer. Think of
Wal-Mart in the retail world or McDonald’s in the fast-food industry.
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Those who choose to compete based on differentiation will find two
potential paths to follow. The first is differentiation based on cultivating deep
and rich relationships with customers, so that your focus is not on a single
transaction but on building something that last years, maybe even decades or
a lifetime. This is known as customer intimacy. Nordstrom is a great example.
Its customer service is legendary and keeps customers coming back for years.

Competing based on the superior functionality of your products offers the
second choice of differentiation. Innovation, cutting-edge design and function-
ality, and the latest technology are all hallmarks of organizations such as Apple,
which choose to sell based on product leadership.

As we noted, if we had to choose one question that is most critical for your
team to achieve consensus on, this is it. In many ways, it represents the aggre-
gation of your responses to the previous questions, and it will directly impact,
in a significant way, every decision and investment you make going forward.

The Four Lenses

So how do you answer these strategy questions? On the outer ring of the
Roadmap Strategy diagram, you'll find what we call the four lenses. Think
of each of these as just that, a lens through which to consider the question
you're pondering, or a different perspective to adopt as you deliberate on your
alternatives.

As you work through each of the fundamental questions, you can turn the
“dial” on the outer ring to a different lens. We like to think of it as clicking the
dial on a safe, although when you're rotating a safe’s dial there is only one cor-
rect combination. With the four lenses, every combination of question and lens
is a winner, because each challenges you in a new and enlightening way. Each
is summarized below:

Social/ Cultural: In Roadmaps and Revelations, a mentor character notes, “You've
got to start with the heart.” When discussing and debating the strategy
questions, and developing possible responses, consider which potential
answer most resonates with your passion as an organization. For example,
if you're propelled by a proprietary technology, have a long and proud
tradition of technological achievement, one which your employees are
justifiably proud of, it may not make sense from a social and cultural
standpoint to shift your focus to customers and markets, or any other
alternative. The evidence suggesting that such a shift will lead to profound
success had better be substantial to override what'’s in the hearts of
your people.
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Human: When debating alternative responses to the strategy questions, it’s vital
to be ruthlessly realistic about your team’s skills and talents. You may wish
to sell surfboards because three members of your team are avid surfers, but
if your sales associates have never been to the beach, you've got very little
chance of succeeding. In that case, to make the transition, you'd have to
be willing to invest in training, perhaps consultants (surfer dude consul-
tants?), and new hires to bridge the potential skills gap.

Technological: Technology has become a critical enabler of virtually every
industry, and thus it must be carefully considered as you answer the four
fundamental strategy questions. Will the answer you're contemplating
require an investment in new technology? What about the current tech-
nology you employ: Will it become redundant? It's important to realize
that the lenses impact one another. New technology may require new
skill sets, the human lens. And technology is one of the most threatening
things you can introduce, especially to seasoned employees, so you better
have a good grasp on your cultural and social lens.

Financial: This is perhaps the most basic of the four lenses, but certainly not
to be overlooked. Every decision you make when answering the four
questions will most likely entail the allocation of resources, for example:
training your people to cover a skills gap (Human lens), investing in new
technology (Technological lens), or creating a communications campaign
to support your chosen direction (Social/Cultural lens). And on the
opposite side of the ledger, each decision must be examined in light of the
potential revenue and profit that will result from pursuing that course
of action.

We won’t repeat the sorrowful statistics on strategy execution that we've
previously shared, but we're certain you'll recall they are frightfully low. Per-
haps one of the reasons the numbers are so poor is the fact that many compa-
nies, although they would be loath to admit this, really don’t have a strategy.
They may possess some sort of guiding idea or have a rudimentary business
plan in place, but they've never taken the time and considerable intellectual
effort to construct a real plan. Once again, if that describes your company, we
urge you to gather your team and use the simple yet powerful questions above
to discover your unique strategic formula.
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CHAPTER THREE

Creating Effective OKRs

OMAHA

We're not referring to the city in Nebraska, or the landing site of Allied troops
in Normandy on June 6, 1944. Our Omaha is the phrase recently retired Amer-
ican football legend Peyton Manning uttered many times at the line of scrim-
mage over the last few years of his career. Even if you're not a football fan, we're
confident you're aware of Peyton Manning—the National Football League'’s
all-time leader in a trove of categories, including touchdowns thrown, passing
yards, wins, and many more. Manning, who is famous for his meticulous prepa-
ration, would approach the line, survey the defense, and when he was ready,
yell “Omaha.” Then the ball would be snapped and the play was on. In order
to maximize his team’s chances for success, Manning never called for the ball
until he was completely prepared to take advantage of whatever vulnerabilities
the defense was displaying.

We're about to shout Omaha to you. Before you can begin using OKRs, and
reaping the many advantages we touted in Chapter 1, you need to be prepared
and able to create robust and effective objectives and key results. In this chapter
we'll share with you how to do that. Then the game is truly on!
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It is here that we'll show you exactly what goes into creating OKRs.
Specifically, we'll outline the characteristics of quality OKRs, supply you with
tips to make the job easier, and warn you of the pitfalls that can stand in
the way of effective objectives and key results. Among the many other topics
covered in the chapter are: The difference between OKRs and health metrics,
how to score OKRs, how often you should set them, how many are appropriate,
and of course how to specifically create them. In case you're wondering,
Manning never revealed why he used the word Omaha, and appears to have
taken the secret with him into retirement. But you know why we're using it.
Ready? Omaha!

CREATING POWERFUL OBJECTIVES

Recall our definition of objectives from Chapter 1: An objective is a concise
statement outlining a broad qualitative goal designed to propel the organi-
zation forward in a desired direction. Basically it asks, “What do we want to
do?” At face value, this is not what most of us would term an intellectually
challenging concept. However, from our work with clients around the world,
and in conversations with other thought leaders and consultants, it's clear
that many organizations struggle to create high-value objectives. It's difficult
to make the hard choices (which probably explains the fact that Americans
devote more time to choosing a TV than to setting up a retirement account!),
and often companies will default to choosing pedestrian objectives that do little
in advancing their charge towards strategy execution.

One challenge faced by those new to OKRs is a lack of context for the
exercise. “What exactly is a good objective?” they wonder. To assist you in over-
coming that potential barrier, we'll begin by outlining a number of criteria you
should keep in mind when constructing your objectives.

Inspirational

A well-written objective is more than a short collection of words that string
together to describe a business goal. Anyone could mash together a few pieces
of business lingo that, taken in the aggregate, represent something you'd like
to do. However, we're challenging you to create something bigger and much
bolder. Your objectives should compel people to a higher standard of perfor-
mance based on the inspirational power of the message. People should be forced
to think differently based on the inherent challenge and inspiration of the objec-
tive. Upserve (formerly Swipely) is a company that uses artificial intelligence to
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help restaurants improve performance. CEO Angus Davis captured the essence
of inspiration well, when he said:

It’s not enough to say you want to see 10 percent improvement when
you know that’s well within your reach. It means you'll just keep doing
the same things, just working ever so slightly harder. But if I said to
you, I need 50 percent improvement in what you're doing, you’d prob-
ably say, “Gosh, in order to do that, I'd have to completely solve this
hard problem,” or “I need to completely rethink how I'm addressing X
or Y.” That’s what OKRs are supposed to do. When you aim higher,
you think harder about the steps you need to take to really accomplish
something.?

Attainable

It's no accident that this item appears directly below our call for inspirational
objectives. Finding the balance between inspiration and reality is one of the
foremost trials of creating objectives that work. We encourage you to push
the limits of employees’ imaginations when setting objectives, but please do
be cognizant of the fact that limits exist. If you cross the line, the damage
can be especially deleterious to your company. In one aptly titled study,
“Goals Gone Wild,” the authors discovered several side effects of excessively
demanding objectives, including corrosion of culture, reduced motivation, and
the temptation to engage in risky or unethical behavior. Another study found
that managers who believed they had been presented with a goal that was
unattainable are more likely to abuse their subordinates. As the authors point
out, it’s the corporate equivalent of kicking the dog because of your troubles.3
Although there is no steadfast rule for assessing the attainability of objectives,
in the spirit of learning from the crowd, gathering feedback from a cadre of
employees will assist in making the determination.

Doable in a Quarter

We'll discuss the cadence for OKRs a bit later in the chapter, but assuming
you're creating objectives each quarter, you'll want to advance something that
can, indeed, be accomplished during the subsequent three months. If, after
drafting an objective, the collective wisdom of the team suspects it will take
a year to realize, then perhaps what you've developed is closer to a strategy
or even a vision. While each have their place (as we argued in Chapter 2)
objectives must be time-bound to the rhythm you establish, most likely quar-
terly. We recently worked with a client whose communications department
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developed this objective: “Increase sellers’ success through communication.”
That actually resembles a mission; their core purpose as a department.
Despite changes in the business model, they’ll always want to increase sellers’
success through communication. Clearly this is not something that can be
accomplished over 90 days and forgotten.

Controllable by the Team

Whoever drafts the objective, whether it’s at the corporate, business unit,
department, team, or individual level, must be able to control the outcome.
OKRs that generate cross-functional coordination are critical (and we'll
explore that topic in Chapter 4); however, when you create a new objective it
is with the explicit understanding that you independently possess the means
to realize it. If, at the conclusion of the quarter, your objective has not been
reached and your first temptation is to say, “Well, sales didn’t deliver, so we
missed our objective,” you're missing the spirit of the exercise.

Provide Business Value

Our narratives will become shorter as the criteria become more obvious, like
this one. Your objectives should be translated from your strategy and directed
toward creating tangible value for the enterprise if achieved. If there is no
promise of a business benefit at the end of the day, there is little need to expend
the resources necessary to accomplish the objective.

Qualitative

This one is especially brief. Objectives should represent what you hope to
accomplish, and therefore, be expressed in words and not numbers. The use of
numbers will be thoroughly covered with key results (see Exhibit 3.1).

TIPS FOR CREATING OBJECTIVES

In the previous section, we laid out the characteristics you should strive for
when constructing objectives. To help you get there, we've compiled a number
of tips and practical suggestions to consider.

Avoid the Status Quo

Our advice here is consistent with what we discussed in the preceding section
on ensuring your objectives are inspirational and add business value. Your aim
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Sales Operations created this objective to focus their team
on preparing for an annual Sales Kickoff event

Inspirational

Words like “most successful”
and *in company history”
are inspirational

Attainable
"Most successful”
is a stretch, but
still attainable

Controllable by the Team
Sales Operations is
spearheading

preparations for
the Sales Kickoff

OBJECTIVE

Produce the most
successful Sales Kickoff
in company history
Doable in a Quarter
Sales Kickoff is an annual

event scheduled for
the upcoming quarter

Provides Business Value
Sales Kickoff has a

track record of driving
revenue

Qualitative
“Most successful”is
qualitative

EXHIBIT 3.1 Anatomy of an Effective Objective

is to always identify new objectives that tug at the edges of your capabilities.
Therefore, you should avoid those that simply recite what you're already doing,
for example: “Maintain market share” or “Keep training employees.” If you can
accomplish an objective with virtually no change in the way you're working,
it is most likely going to prove to be wholly ineffective in moving your business
forward.

Use Clarifying Questions

We've both been witnesses to the endless debates that often seem to be isolated
exclusively to corporate meeting rooms. You've undoubtedly endured a few
yourself: the kind in which words are swirling back and forth through the air,
but little progress is being made on the task at hand. Often, the best way to
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’

cut the confusion is to simply and sincerely ask, “What do you mean by ...?’
When creating objectives, there will be an onslaught of ideas and concepts
that may contain a nugget of value but are frequently wrapped in nebulous
phrasing. If, for example, someone offers that you must “Create value for our
customers,” assume the role of an OKR anthropologist and try to ascertain
the specifics of that comment. Are they referring to a particular segment of
customers? All customers? What does value mean in this context? Escalating
from abstractions to specifications will help you unearth the true objective that
requires your focus.

Frame Objectives in Positive Language

Ideally, your team should feel compelled to work towards achieving the objec-
tives you set. Therefore, you should carefully consider how you frame them.
Research demonstrates that we humans are much more comfortable approach-
ing what we do want, rather than avoiding what we don’t. As an example, let’s
say you want to improve your eating habits. When designing an objective you
have two choices. You could say, “Reduce the amount of junk food I eat.” Or, you
might term it this way: “Eat more calories from healthy food.” Choosing the
latter will force you to research healthy foods, identify those you'd like to exper-
iment with, and ultimately provide a greater likelihood of success.

Framing in positive language holds the promise of opening up additional
creative space and facilitating adaptability in the pursuit of objectives.

Use Simple Rules

A recent study experimented with approaches for sparking creativity among
180 Chinese high school students. The students were assigned two tasks—to
complete a story and design a collage from stickers—and divided into three
groups. The first group was simply given the assignment, while the second
group received the additional instruction “please try to be creative.” The
third group received the assignment and simple but specific rules on how to
complete the activity, such as “fold or tear the stickers to vary the shape and
size of the materials.” Four independent judges assessed creativity and found
the third group, the one that received the simple but specific rules, was the
most creative. The concrete guidance gave the students a starting point and
channeled their creativity.* Brainstorming remains an extremely popular tool,
but the truth is, starting from a blank canvas can overwhelm and actually
inhibit our ability to create. Before you embark on creating objectives, draft
your own set of simple boundaries. As a starting point, you might want to
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assemble a checklist that includes the items we presented in the previous
section dealing with the characteristics of effective objectives.

Start with a Verb

Very basic advice, but frequently ignored. An objective is a concise statement
outlining a broad qualitative goal designed to propel the organization forward
in a desired direction. That implies action, thus it’s crucial that every objec-
tive begin with a verb to denote the action and desired direction. For reasons
of simplicity and brevity, some organizations will truncate their objectives. For
example, take the seemingly innocuous customer loyalty. As written, it is not
an actual objective so much as a vague hope, offering little value in providing
employees with direction on how to act in order to achieve it. Does the com-
pany want to maximize loyalty, build loyalty, leverage loyalty? Each of these
is quite different and would drive diverse actions. Action verbs are what bring
your objectives to life.

What's Holding You Back?®

It was 1841 in London, and American portrait painter John Goffe Rand faced a
frustrating challenge plaguing all artists of his day—keeping his oil paints from
drying out before he could use them. The best solution available to Rand and
his contemporaries was using a pig’s bladder sealed with a string. To expose
the paint, an artist would prick the bladder with a tack, but of course there was
no way to completely seal the plug afterward, leading to the vexing problem of
prematurely dry paint. Additionally, pig bladders were not the best travel com-
panions, frequently bursting open and wasting what was then an expensive
commodity. Rand studied the problem extensively and devised a solution—the
tin paint tube. Although it was slow to catch on, it eventually proved to be
exactly what Impressionists required to escape their studios and capture inspi-
ration from the natural world around them. Thanks to Rand’s portable inven-
tion, for the first time in history it was possible for a painter to produce a work
onsite, whether in a café, a garden, or waterfront. The paint tube also revolu-
tionized the use of color, since it was now practical and affordable to produce
and carry dazzling new pigments such as chrome yellow and emerald green,
allowing the artist to capture the full majesty of any moment. So important
was this invention that Renoir declared, “Without colors in tubes there would
be no Cezanne, no Monet, and no Impressionism.”®

The moral of this story is the power of recognizing and overcoming prob-
lems to improve your situation, and that applies as much to objectives as it does



68 Creating Effective OKRs

to Impressionism paintings. When considering possible objectives ask yourself
what problems are holding you back from executing your strategy. Taking an
unvarnished look at the problems that separate you from the successful execu-
tion is a great starting point in the creation of objectives.

Use Plain Language

We've emphasized this point elsewhere, but it bears repeating here as well.
Given the many functional specialties represented in the modern business envi-
ronment it would be very easy for experts to offer up objectives teeming with
esoteric words and phrases that only they and their colleagues can decipher.
While you don’t want to shy away from using words that accurately convey
the essence of the objective, you should err on the side of choosing language
that everyone can immediately understand to generate widespread compre-
hension of the objective and why it’s important. We also suggest sparing use of
acronyms. Should you include any, ensure everyone is aware of their meaning.

OBJECTIVE DESCRIPTIONS

Following the advice offered in the preceding section will ensure you select
objectives that are poised to provide immediate value to your business. The
last recommendation centered on using plain language to ensure everyone
grasps the objective. However, our experience shows that, even when you
attempt to make the objective as simple as possible (without dumbing it down),
its meaning and relevance for your immediate business context may not be
immediately apparent. For that reason, we suggest you write short descriptions
for each objective.

Objective descriptions clearly articulate what is meant by the objective,
ensuring all readers are literally on the same page as to what the objective
encompasses. They aren’t lengthy; a couple of sentences will almost certainly
suffice in most cases. Included in the description is a summation of why the
objective is important, how it links to a corporate-level objective, any specific
dependencies, and internal customers it supports or relies on for achievement.
Think of your description as the objective’s rationale for being, like a note to
the CEO justifying why this objective should exist.

If you're at all tempted to skip this step in the name of efficiency, let us
share a very pragmatic reason for investing the relatively small amount of time
necessary to create objective descriptions. Depending on your implementation
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schedule, you may create both objectives and key results in the same workshop.
However, it’s also possible that you'll split the tasks over two or more sessions,
creating objectives first and allowing time to contemplate what you've devel-
oped, share with others for feedback, and make any necessary adjustments.
Should you follow that path a funny thing tends to occur when you reconvene
to draft the key results. You'll tee up the discussion of an objective, eager to
assign key results when it dawns on you that you really don’t remember what
you meant when the objective was created. This is simply human nature,
especially if some of your objectives are open to interpretation, for example,
“Enhance Productivity.” Some broad themes may linger from your discussion,
but the specific nature and tone of what you meant may be a complete mystery,
rendering it nearly impossible to write effective key results. To ensure this
doesn’t happen, we suggest you write draft descriptions immediately upon
agreeing to the inclusion of an objective.

CHARACTERISTICS OF EFFECTIVE KEY RESULTS

The previous sections took us deep into the world of objectives, examining crite-
ria you should adhere to, and sharing tips on how to create them. But, of course,
objectives are just one part of the OKR framework. In the pages that follow we'll
examine their crucial counterpart, key results (see Exhibit 3.2).

In Chapter 1, we defined a key result as a quantitative statement that mea-
sures the achievement of a given objective. If the objective asks, “What do we
want to do?” the key result asks, “How will we know if we’ve met our objective?”
Sounds easy enough, especially since tracking results is something that comes
almost naturally to most of us now, given the rise of Fitbits and other wear-
able devices. However, creating effective key results for your business, those
that accurately gauge progress on your objectives, can sometimes prove elusive.
Whether the problem stems from vague and difficult-to-quantify objectives or
poorly conceived key results that simply don’t accurately represent the objec-
tive, without sound metrics to hold yourself accountable you won't reap the
benefits the OKRs framework promises. Therefore, as we did with objectives, in
the space below we've outlined a number of criteria to adhere to as you build
your Kkey results.

Quantitative

Objectives are always qualitative, representing a desired action, while
key results are necessarily quantitative so that we can apply numbers to
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Here is one of the Key Results created by Sales Operations to
reflect the Objective from Exhibit 3-1

Drive the Right Behavior

Sales Operations team will

focus on finding prospects

and coordinating

presentations Aspirational
............ Last year's Kickoff had only
10 presentations. This year,

Specific Sales Operations is setting
We know what, who, a stretch target
when,andwhere A 0 N\ ecccccemmm——-
Aligned
These types of KEY RESULT

presentations are
exactly what the

Sales Team wants
based on feedback
from last year's Kickoff

30 private, in-person sales
presentations of our

core-teaching solution
held at the Vegas Suite
with Superintendents
during Sales Kickoff
week

Owned

Sales Operations created
this Key Result; it was not
a top-down mandate.

Quantitative 0000 g el o

The number 30 makes . Progress Ba.“d
this quantitative Although in-person presentations

cannot be held until Sales Kickoff,
Sales Operations can make progress
as presentations are scheduled
leading up to Kickoff

EXHIBIT 3.2 Anatomy of an Effective Key Result

confidently determine whether or not we've met the objective. It could be a
raw number (number of new visitors to your website), dollar amount (revenue
from new products), percentage (percentage of repeat customers), or any other
form of quantitative representation. Progress on a key result should never
be a matter of opinion, and that’s why numbers are so powerful. They scrub
away any confusion as to whether you've hit your objective, providing clarity
through objectivity. But numbers can do more than assess progress. As Niket
Desai, Former Googler and now chief of staff at Flipkart, tells us in this story,
they can also stimulate innovative thinking.

The company I was working with had a standard web-publishing model
with three participants: the readers, the bloggers, and the advertisers. It found
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that every campaign led to more readers, which would grow the audience,
which would then cause the advertisers to spend more money creating a cycle
effect for rapid revenue growth. We learned that we needed more campaigns,
but we also noticed most advertisers only ran one campaign. So our growth
objective included two key results:

50 percent of signups run a campaign within two weeks.
Increase the average campaigns per advertiser from 1 up to 5.

In order to increase the average number of campaigns, we had to think
differently.

We came up with the idea to offer discounts on campaigns run within
the first week, which led to many businesses running repeat campaigns.
This greatly increased revenues, since companies were purchasing three to
four full-priced campaigns after a single discounted one. The measurement
aspect leads to a special type of focus that is more effective than making broad
statements about improvement. It's hard for qualitative results to ever be
substantial, and they are highly subjective.”

Aspirational

The results of years of goal science research are quite clear and compelling: Set-
ting the bar high leads to improved performance and enhanced satisfaction at
work.® Conversely, should you decide to draft easy to attain results, you can
expect achievement, but subsequent motivation and energy levels will most
likely fall. So, when drafting your key results we urge you to stretch the lim-
its in order to challenge your teams to think differently, as Niket Desai shared
in the previous section. However, the obvious caveat (one we touched upon in
the objectives segment on attainability) is ensuring the results are ultimately
achievable. One way to walk this tightrope is through effective scoring of key
results, a topic we'll explore later in the chapter.

Specific

Clarifying terms and concepts, ensuring shared understanding, is critical when
writing key results should you hope to foster communication among teams
and avoid unnecessary and damaging ambiguity. Here's an example of what
can happen when you don't specify exactly what you mean by the words com-
prising the key result. As part of their OKRs, the CEO of a company insisted on
the key result of “100 percent of use cases are available on the new platform.”
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IT (information technology), which was the group in charge of putting the use
cases on the new platform, didn’t know what the CEO meant by use cases, so it
put up what it could, based on its limited comprehension of his request. At the
end of the quarter the CEO asked: How did we do? IT answered, “Great! We got
all the use cases on there.” Sure enough, what they posted had nothing to do
with what the CEO was referring to when he said use cases. This waste of time,
effort, and most likely engagement for OKRs could have been easily avoided
with some simple dialog at the outset of the drafting process.

Owned

In the previous example, we saw the problems that can occur when a key result
is instituted by executive will, without the benefit of proper understanding by
all involved. In that case, although IT accepted responsibility for the key result,
it didn’t in fact take “ownership” for it, and that is a critical distinction. Those
responsible for delivering key results must be actively engaged in the process,
principally in the creation. You will always be more prepared (and disposed) to
execute on something that you helped create, since you molded your intentions
based on a common understanding of the desired result, and your willingness
to find innovative ways of achieving it. Most OKRs should originate from you,
the OKR owner, and not from corporate mandate. In practice, we expect a mix
of top-down and bottom-up OKR creation, something we'll discuss further in
Chapter 4.

Progress-Based

Harvard Professor Teresa Amabile has written extensively about what she
terms “The Progress Principle.” It suggests that:

Of all the things that can boost emotions, motivation, and perceptions
during a workday, the single most important is making progress in
meaningful work. And the more frequently people experience that
sense of progress, the more likely they are to be creatively productive
in the long run. Whether they are trying to solve a major scientific
mystery or simply produce a high-quality product or service, everyday
progress—even a small win—can make all the difference in how they
feel and perform.’

This finding has major ramifications for your key results. It's imperative
that your key results be amenable to demonstrating progress frequently, at least
every couple of weeks. If you won’t know whether or not you've met the key
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result until the last day of the quarter, you're robbing yourself of the opportu-
nity of enhancing motivation and engagement through frequent check-ins.

Vertically and Horizontally Aligned

We'll have much more to say on the topic of alignment in Chapter 4. For now,
we’ll underscore the importance of ensuring your key results are vertically
aligned by reviewing them within your team and leadership, and horizontally
aligned by sharing and reviewing with teams upon whom you depend, or who
depend on you.

Drive the Right Behavior

There are a number of pithy statements relating to measuring performance;
perhaps the best known being, “You get what you measure.” That is often the
case. Once you shine a metaphorical light on anything, you will necessarily be
drawn to it, and increase the attention paid toward it. At times, the devotion
to meeting targets you set can become single-minded and lead to dysfunctional
decision making at best and unethical behavior if left unchecked. For that rea-
son, we suggest you think carefully about the behavior each key result you
generate may engender in people. Here’s an example. A colleague of ours tells
the story of a client in the fast-food industry who, despite the best of intentions,
chose a measure that led to disastrous results. It seems this organization found
its restaurants were disposing of a lot of cooked food at closing time, and obvi-
ously that was draining their profits. To put a stop to such a hindering practice
it instituted an efficiency measure for each outlet, charting the quantity of food
they disposed of each day. Clever managers, not wishing to be chastised for poor
performance, quickly devised a method to ensure great scores on the measure.
If their restaurant closed at midnight, they would not cook any food between
11:00 and midnight until a customer entered and ordered. That way, there was
very little chance of having any refuse at the end of the day. Of course, customers
did not share the zeal of “chicken efficiency” and soon began staying away in
droves once they learned this restaurant had effectively taken the fast out of fast
food. The measure was devised with noble motives, but drove a behavior that
proved to be completely counter-productive.

TIPS FOR CREATING KEY RESULTS

We've already thrown a lot your way in this chapter, and there is more to follow.
If it feels like a fire hose aimed directly at you, try and reframe the experience
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from an assault by the water to being soothed by its coolness on a hot summer’s
day. Our intention is not to overwhelm but to equip you with all the informa-
tion you require to create a set of OKRs that can transform your business. These
sections encompassing criteria and tips comprise the essentials of capturing the
most effective OKRs. Let’s conclude this phase of our journey with some prac-
tical tips to keep in mind when developing your key results.

Key, Not All

This exercise is not an excuse to demonstrate how overworked and overbur-
dened you are by cataloging every conceivable action you're considering for the
next quarter. On the contrary, it’s a strategic endeavor focused on highlighting
and maximizing the most critical value drivers of your business. If, for example,
you hired 10 people last quarter, and intend to hire another 10 in the next,
don’t list “Hire 10 new people” as a key result. It’s simply business as usual
and, while the additional staff may aid productivity and ultimately accelerate
the execution of your strategy, it’s not a key result that demands any innovative
thinking or stretch on the part of your teams. Maintain exclusive emphasis on
identifying the key results that denote actual progress on your objectives.

Describe Results, Not Tasks

Related to the item above, your goal is to isolate key results, not create a list
of tasks or activities. To clarify our terms, when we say task we're referring to
something that can typically be accomplished in a day or two; that would reside
comfortably on a to-do list. “E-mail a prospect” or “Meet with the new VP of
Sales,” are tasks, not key results. Whereas, “Add twenty-five qualified opportu-
nities to the pipeline” is a key result. It demands problem solving and focus to
meet with success. To distinguish between a task and key result, look at the verb
you assign. If you find yourself using “help,” “participate,” “assess” or other rel-
atively passive verbs (passive in this context at least) you're most likely offering
up tasks rather than key results.'? If that’s the case, move up the value ladder by
asking, “Why are we helping, or participating, or assessing?” What is the out-
come? Once you do that, a more solid key result featuring an action-oriented
verb is likely to emerge.

”

Use Positive Language

We shared this advice when discussing how to create objectives and it holds
equally well here. Bigger is better with key results. Rather than offering “Lower
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error rate to 10 percent,” consider the messaging power inherent in: “Increase
accuracy to 90 percent.” The positive framing will enhance motivation and
increase commitment.

Keep Them Simple and Clear

We once worked with a client that, because of the nature of their industry,
had to demonstrate environmental stewardship to both their shareholders
and community. Thus, it was inevitable that a key result would relate to
environmental performance. The director of the group went off to deliberate
and after some time suggested a key result that we’d like to share with you, but
we can’t. Not because of confidentiality, but because we have no idea what it
meant. To this day, after much explanation, we still don’t know what this ultra
complex metric was intended to capture. And we're not alone; members of the
company’s leadership and the director’s own team were equally dumbfounded
as to its nature, meaning, and efficacy. Needless to say this key result was
ultimately scrapped and replaced by something that, while perhaps not as
sophisticated or arcane, was understandable by all. Creating robust key results
doesn’t mean you should require a PhD to decipher them.

Open up to All Possibilities

When contemplating the best key result for an objective, a seemingly logical
candidate may spring to mind with virtually no effort on your part. You're
so confident that this is the absolute perfect key result for the objective that
you eschew any further discussion and select it. This is a great example of
the overconfidence bias in action. Stanford researchers observed the effect in
practice at a fast-food chain whose executive team was focused on improving
customer satisfaction and profitability. With little in the way of proof to back
their claim, they steadfastly clung to the notion that employee turnover was
the driver of happy customers, and thus selected it as a key metric and invested
substantial sums of money to lower turnover. As the data accumulated,
however, executives were shocked to discover that some stores with very high
turnover reported both happy customers and increased profitability, while
others with low turnover produced anemic results. With time and enhanced
analysis, they found that what actually drove satisfaction and profitability was
store manager turnover.1! When you begin selecting key results, it's important
to possess the humility to acknowledge that you don’t have all the answers,
and thus be open to numerous possibilities.
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Be Sure to Assign an Owner

There is a well-known phenomenon in the social psychology literature termed
diffusion of responsibility. Distilled to its essence it suggests that people are less
likely to take action or assume responsibility when others are present. The
quintessential example is someone suffering a heart attack on a busy urban
street with nobody stopping to help, because they all assume someone else will.
In less dramatic fashion, key results may suffer the same fate if an owner is not
assigned (i.e., since no one individual is ultimately responsible for the result, no
action is taken and the goal languishes). Key result owners are not singularly
accountable for the achievement of the key results, but are designated as the
go-to person for information related to that particular key result. They also
update the company on progress during, and at the conclusion of, the quarter.

One of our favorite quotes comes from a book titled How to Think Like
Leonardo da Vinci. And who wouldn’t want to think like one of the greatest
polymaths in history? The book’s author, Michael Gelb, has this to say about
the task of making difficult choices: “The discipline of ordering . . . the discipline
of choosing one over another, ranking one a level higher than another, and
then articulating why you chose the way you did requires a depth and clarity
of consideration and comparison that inspires richer appreciation and enjoy-
ment.” 12 We can think of no better way to describe the arduous, but ultimately
rewarding, process of selecting objectives and key results of genuine value.
Although it’s a difficult assignment, the hard work of making the demanding
choices will leave you with a richer appreciation of what you do select.

TYPES OF KEY RESULTS

Depending on the maturity of your performance monitoring systems and
the availability of data at your disposal, you may use more than one type of
key result. In practice, we see three primary varieties. Each is outlined, with
examples, below, and illustrated in Exhibit 3.3.

Baseline Key Results

Consider a company that has just refreshed their strategy and decided to focus
on forging strong and lasting relationships with customers as their value
proposition. You may recall from Chapter 2’s strategy discussion, that this is
known as customer intimacy. An objective for this might be “Increase customer
loyalty.” The team then deliberates and decides that “20 percent of customers
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The table below describes the five types of
Key Results and when to use them

WHEN TO USE

You do not have a metric Obtain a baseline for
Baseline to reflect an important online coupon redemption

Objective

Set a target for a metric Increase revenue per emai sent

where more is better i)

Set a target for a metric Reduce invoice processing time
Negative Metric. | o oo i better from five weeks to two weeks

Threshold Seta target range for Maintain consultant utilization
Target Metric ametric rate between 70 and 80%

You cannot express the Release push-notification

result as a metric functionality

EXHIBIT 3.3 Types of Key Results
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redeem online coupons” is an important key result. However, since the strategy
is relatively new, they’ve never measured coupon redemption in the past and
have no baseline for setting appropriate targets. In this case, they would use a
baseline key result such as “Obtain a baseline for online coupon redemption.”
During the quarter, they will find the baseline number that can be used as the
source for target setting of an actual key result in the next quarter.

In opening this section, we noted that the type of key results you use will
depend in part on the maturity of your measurement systems. If you've recently
pivoted to a new strategy, or are new to OKRs and have scant experience with
performance measurement, there is a strong likelihood you may need to rely on
at least some baseline key results when you're getting started with the program.

Metric Key Results

These are by far the most common, and will be instantly recognizable to you as
they are comprised of what we typically think of when considering the topic
of measurement. Metric key results track quantitative outcomes designed to
gauge success on your objectives. There are three sub-types.

Positive metrics typically employ words such as increase, grow, build,
etc. For example: “Increase revenue per e-mail sent by 10 percent.” The key
result is framed in positive language. Conversely, we have negative metrics,
which are composed of verbs such as reduce, eliminate, lower, or decrease.
“Reduce invoice processing time from five to two weeks” is an example of a
negative metric. They are a viable option; however, as we noted in the tips
section on page 74, we recommend using positive language in order to foster
motivation toward the goal. Finally, there are threshold target key results.
These are used when you require a range to adequately describe the key
result. Take, for example a consulting firm. Their revenue depends on having
associates working with, and hence billing, clients. Therefore, utilization rates
for consultants would likely represent an important key result. However, it’s
tricky to pinpoint the exact target for utilization. Obviously the higher the
utilization rate the more revenue the firm generates. However, utilization over
a certain point may lead to burn out, stress, and poorer performance. In this
case, you may institute a range of acceptable levels, for example: “Maintain
consultant utilization rates between 70 and 80 percent.”

Milestone Key Results

Occasionally, you may encounter things that, despite your best efforts, are very
difficult to translate into a metric key result. This often occurs when you have
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a seemingly binary outcome at play; we either did it or we didn’t. Did we ship
the new product or not? Did we issue the report or not? However, yes or no,
binary responses are not acceptable in an OKRs framework. You need to trans-
late everything into numbers in order to properly assess your progress towards
the objective. In these cases, a milestone key result may be appropriate.

All of the key result types we've shared thus far will benefit from scoring,
but for milestone key results it is especially essential. You may wish to jump
ahead to page 80 to review our guidance on scoring. With that as context you
can return to this page. Outlined below is an example from a recent client that
highlights the milestone key result approach.

The company’s engineering group had this objective: To release push
notification functionality in various countries. The release to various countries
was the obvious key result but it appeared binary—either they did or didn’t
release the push notification. By applying scoring, they were able to transform
this into a much more effective milestone key result. A score of 1.0 would be
achieved should they release the functionality to all countries. Obviously this
was an enormous stretch, and most likely not realistic. The still ambitious, but
reachable, target of releasing the functionality in Canada and two additional
countries was represented by a score of 0.7 and likely signified their most
applicable target. Below that they instituted a 0.5 target level for releasing
push notifications just in Canada. Finally, should they simply ensure push
notification functionality passed QA and had scheduling tested in Canada they
would receive a score of 0.3. By applying scores they were able to convert a
potentially inadequate binary metric into one that stimulated progress and
innovative thinking to meeting the targets.

Health Metrics

In our discussion of baseline key results we used the hypothetical example of
a company changing its strategy to one of customer intimacy. This fictional
organization had an objective of “Increase customer loyalty” and a key result of
“20 percent of customers redeem online coupons.” Why would they want cus-
tomers to redeem online coupons? To increase revenue of course. Not much of
a brain teaser there, right? But it actually runs deeper than that. Coupons are
just one method this company will likely engage in order to drive profitable rev-
enue growth. Key to its strategy is loyalty, creating a genuine relationship with
patrons, leading to a much higher lifetime value for each customer. Over time,
the company might use in-store promotions, rewards programs, online market-
ing, and several other methods to drive loyalty. While the specific methods may
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change, it is ultimately interested in whether the interventions are leading to
enhanced loyalty. Thus, it might utilize a metric like Net Promoter Score (NPS),
which denotes the likelihood to recommend a product or service, to determine
ongoing loyalty. The key word in that sentence was ongoing. It won'’t take the
pulse of NPS just once and move on. It will be a critical and enduring metric as
the company continues its efforts to execute strategy.

In this instance, NPS can be considered a health metric, which we define
as something the company will monitor frequently (over years perhaps)
because it is representative of successful execution of their strategy. You can
probably think of several other metrics that would reside under the health
banner. Employee engagement is an obvious candidate. Without engaged
employees willing to provide discretionary effort to achieve goals you have
little chance of success, regardless of the brilliance reflected in your strategic
plan. Certain financial metrics will also likely fill your roster of health metrics:
Revenue growth, net profit, and return on assets are all standard indicators of
fiscal well-being and should be examined on an ongoing basis. Health metrics
should derive directly from your strategy and be considered a complement to
your OKRs. In fact, a good diagnostic test of OKRs is their ability to positively
move the needle on a health metric. If you're considering the adoption of an
objective and associated key results, but don’t envision any line of sight toward
an overall health metric (and thus your strategy), perhaps you should go back
to the flip chart and try again.

SCORING OKRs

Let’s say you've created the following key result, “Obtain 20 new customers this
quarter.” It's a stretch goal, one that excites the team, and everyone is eager to
do their part in attracting new customers to the firm. At the end of the quar-
ter, you've attracted 12 new customers. Is that great, good, or just okay? The
answer to that question depends entirely on past results and your expectations
for the future. If, during the preceding quarter you obtained just one new cus-
tomer, then 12 looks like a staggering achievement. However, if 15 new cus-
tomers came on board last quarter, then clearly 12 is unlikely to have people
high-fiving in the hallways. To create effective key results that allow you to
learn more about your business—and a primary purpose of any measurement
is to do just that—you need to calibrate your expectations, creating a series of
targets that specifically delineate exceptional, good, and mediocre performance.
Scoring OKRs does just that.
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Scores should be applied immediately after you agree on the wording for
a key result. Doing so allows you to communicate expectations, enables con-
tinuous learning, and provides valuable clarity around what progress actually
looks like for the key result. We suggest the following scale (see Exhibit 3.4):

1.0: An extremely ambitious outcome that may appear nearly impossible to
meet. This is where you begin; all key results should be written asthe 1.0 in
order to foster breakthrough thinking. In our previous example of obtain-
ing new customers, twenty is our 1.0 target. It may appear to be a shot for
the moon if the company has never come close to attaining that level of
performance in the past.

0.7: This level represents progress that is difficult, but ultimately attainable.
To continue our example, securing 15 new customers could represent a
valid 0.7 target level of performance because it’s a lofty number well on
the way to our stretch, but achievable based on past results.

0.3: We can phrase this the “business as usual” target level. It represents perfor-
mance we can achieve with standard effort and little or no assistance from
other teams. Our fictional company may believe acquiring five new cus-
tomers is something it can do with minimal effort and therefore use that
as the 0.3 level target. Considering the emphasis of OKRs is challenging
teams to break from their current paradigms and devise new ways of work-
ing to meet inspirational goals, you may wonder why we would include a
0.3 target since it implies no extra effort to achieve. There is still learning
value from this mediocre increment. If at the end of the quarter a team is
only able to reach 0.3 on a key result (or results), you'll want to ascertain
why. Did their priorities shift? If so, why? Were shared expectations unre-
alistic? Was the key result deemed irrelevant at some point? All of these
queries, and many others, will reveal insights into how your teams work
and the nature of setting effective key results you can draw upon in subse-
quent quarters.

Setting targeted levels of performance is one of the trickiest aspects of any
form of monitoring system. Even if you possess years of baseline data to draw
on or industry averages you can confidently apply, you must still use subjective
judgment when making the final determination of what targets are suitable for
you. The right numbers fall somewhere on the art versus science continuum,
and your challenge is pinpointing their exact location. Our advice is to take
advantage of any quantitative background material you have (baseline data,
industry averages, customer requirements, etc.) but don't entirely shy away
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Apply scoring to Key Results to communicate targets,
manage expectations, and enable continuous learning

Recommended scoring system using a 0-1 scale:

Extremely ambitious outcome; feels nearly impossible
to achieve

What we hope to achieve; difficult but attainable

What we know we can achieve; assumes little or
no assistance from other teams

No progress

EXHIBIT 3.4 Scoring Key Results
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from subjective evaluations and “gut feelings.” Nobody should know your busi-
ness better than you and, thus, professional judgment should be an important
element to making final target decisions.

One final word on the scale presented above: The 1.0, 0.7, and 0.3 lev-
els are what we recommend to our clients, and what we've encountered most
frequently in practice. However, you may wish to alter the scale if doing so is
consistent with your business practices or culture. Some organizations find 1.0
to simply be too small a number and feel a grander scale might impel greater
drive towards the goal. Thus they'll use 100, 70, and 30, or in some cases 1000,
700, and 300.

Mid-Quarter Check-Ins

You know that old saying, the only thing worse than bad news is bad news
late? It definitely applies to key results. You'll grade your key results at the end
of the quarter, determining whether you reached a 1.0, .7, or .3, but the last
thing you want are surprises, especially in the form of poor performance. For
that reason, we strongly recommend you check in with teams, assessing their
progress throughout the quarter.

Our colleague, the OKR expert Christina Wodtke, has an easy-to-apply
and practical suggestion to facilitate conversations during these mid-quarter
check-ins. When setting key results at the beginning of the quarter assign
a confidence level of 5 out of 10.!3> Remember, your 1.0 target must be
ambitious, so a fifty percent chance of getting there should seem appropriate.
With that as context, during the quarter you can assemble teams and ask
where their confidence level currently resides. Has it jumped to 8 out of 10? Or,
has it plummeted to 2 out of 10? Either way, the answers will be revealing and
help you channel resources to either get the team back on track, or if they're
surpassing expectations, assist others with their key results. We'll expand on
this topic in Chapter 5.

What to Expect When Grading Key Results

Speaking of Chapter 5, it also delves into reporting, and managing with, OKRs,
but at this point you may be curious about what to expect when grading your
key results for the first time. Is it an abject failure if you have nothing but zeroes
across the board? Or, conversely, does meeting every 1.0 target mean you've left
substantial value on the table by not setting the bar nearly high enough?

In our experience, those new to OKRs will tend to encounter one of two
outcomes in their initial foray with the framework; either they will in fact have
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all ones, or at the opposite end of the spectrum, they're left scratching their
heads because, despite their Herculean efforts, their reports are littered with
zeroes. As we noted previously, establishing targets is a challenging affair,
and most organizations have little experience doing so proficiently. Therefore,
depending on their culture and past experiences, they will either declare wholly
unattainable, dent-the-universe type targets, or at the other extreme, put forth
goals that require virtually no effort to surpass. If either of these scenarios
describes your company, don’t panic, it’s par for the course. What is most impor-
tant when experiencing these initial bumps in the road is to exercise patience
and trust in the process. With additional experience your dexterity in target
setting will improve and you will in fact enjoy the many benefits OKRs have
to offer.

Eventually, after a few quarters (more or less; every organization is differ-
ent) your key result grades should begin averaging close to 0.6 to 0.7. Anything
higher and perhaps your targets are not aggressive enough, meaning you're
unable to take full advantage of the talent and potential your teams have to
offer. On the other hand, results below 0.6 may indicate overly ambitious aspi-
rations. If you're consistently falling short, you'll want to engage in a frank
discussion with your teams about the attainability of their targets before they
become demotivated and skeptical of the entire notion of OKRs.

Should You Score and Grade Objectives?

The short answer is no. Recall once again the definition of an objective—a
concise statement outlining a broad qualitative goal designed to propel the
organization forward in a desired direction. The objective is designed to inspire
the team to new heights of growth and innovation. The key results, through
objective quantitative means, let us know whether or not we've achieved the
objective.

Having said this, some organizations will attempt to score and grade
objectives, employing various methods in their quest. One company decided
an objective was either achieved or not. If each target on all the underlying
key results was achieved, the objective was achieved. Otherwise, it was not.
So if it had five key results, and achieved the targets on all but one, it did not
achieve the objective. To us, this will lead to nothing but confusion, skepticism,
and demoralization on the part of employees who may put their best efforts
into achieving key results only to be told their work isn’t good enough. Our
recommendation is to focus on scoring and grading key results only.



How Often Do We Set OKRs? 85

HOW OFTEN DO WE SET OKRs?

Compared to many other management disciplines, one of the refreshing
aspects of the OKR approach is that, at this point at least, it can be considered
an open source framework. It’s not akin to generally accepted accounting
principles (GAAP) that lay out the rules companies must absolutely follow
when reporting financial results. There are no founding fathers or gurus laying
down OKR guidelines as if on stone tablets, and this open-source environment
is a great boon for organizations because it allows for customization and flexi-
bility in implementation. There are a number of core principles (which we're
sharing with you), but ultimately, our advice is descriptive, not prescriptive,
meaning you can alter parts of the model to ensure a fit with your particular
business context.

How frequently you set OKRs is one of the areas you might modify. The
default answer to how often you create OKRs is, of course, quarterly. As we've
previously noted, one of the chief virtues of the model is this rapid rhythm,
which ensures enhanced communication and learning throughout each
twelve-week period. However, quarterly may not represent the most fitting
cadence for your business. Sadly, not all organizations recognize this inherent
malleability of the model and we're aware of some that have abandoned OKRs
because they falsely believed they must be set each quarter. Let's read what John
Doerr, who you'll recall introduced OKRs to Google, has to say on the topic:

The key for any team or any group is that you use this on a regular
basis. .. you should pick what frequency is right for you. When Intel
was doing them monthly National Semiconductor did them every
four weeks so they had thirteen periods in their manufacturing year
because they were primarily a manufacturing company . ..and that
was right for their culture. Most companies are quarterly, but some of
the more agile firms are saying no, we want to line them up with our
sprints or our development schedules. A quarter is too long. Instead
of every twelve weeks I'm going to set the timeframe to be every
six weeks. Some places choose to do them quarterly and in parallel
annually. So I've got a set of annual OKRs and then some quarterly
ones that I update along the way as well.!#

As Doerr correctly notes, the key is using OKRs on a regular basis, but of
course the word regular may take on a different meaning for you than other
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companies. He also notes that some organizations will use a combination of
both annual and quarterly OKRs. We call this a dual cadence approach. Within
organizations using a dual cadence, the company defines a set of annual OKRs
and typically breaks this down into a set of OKRs for each quarter. Teams may
then create an annual and quarterly set of OKRs or decide to set OKRs only
for the upcoming quarter. Among the benefits of the dual cadence is the aid of
context provided by establishing annual OKRs. Teams and individuals then
possess a direct line of sight from their own OKRs to what the company wishes
to realize during the year. In this way, an organization is balancing long-term
(annual) strategic priorities with the quarterly victories necessary to meet
them. Dual cadence is just one option; there are many others, again depending
on the situation in which you find yourself. What matters most, to quote
Doerr’s cogent guidance one more time, is using OKRs on a regular basis.

HOW MANY OKRs DO WE HAVE?

The late screenwriter Nora Ephron left us with a number of Hollywood clas-
sics, including When Harry Met Sally, Sleepless in Seattle, and Silkwood. All three
were Academy Award nominated for writing. Before she turned her talents to
the screen, Ephron was a journalist, and perhaps her greatest gift in that world
was the ability to capture the essence of a story. She learned the importance of
identifying a story’s core early on, at Beverly Hills High School from her Jour-
nalism 101 teacher Charlie Simms. Here's the enduring lesson Simms passed
on to Ephron.

He started the first day of class much the same way any journalism teacher
would, by explaining the concept of a lead. He explained that a lead (i.e., the
leading sentence) contains the why, what, when, and who of the piece. It cov-
ers the essential information. Then he gave his students their first assignment:
write a lead to a story. He then presented the facts of the story:

Kenneth L. Peters, the principal of Beverly Hills High School,
announced today that the entire high school faculty will travel
to Sacramento next Thursday for a colloquium in new teaching
methods. Among the speakers will be anthropologist Margaret
Mead, college president Dr. Robert Maynard Hutchins, and California
Governor Edmund ‘Pat’ Brown.

The students then hammered away on their manual typewriters outlin-
ing their lead. Each attempted to summarize the who, what, where, and why
as concisely as possible: “Margaret Mead, Maynard Hutchins, and Governor
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Brown will address the faculty on...”; “Next Thursday, the high school fac-
ulty will ...” Simms reviewed the students’ leads and put them aside. He then
informed them that they were all wrong. The lead to the story, he said, was
“There will be no school Thursday.” In that instant, Ephron realized that journal-
ism was not just about regurgitating the facts but about figuring out the point.
It wasn’t enough to know the who, what, when, and where; you had to under-
stand what it meant. And why it mattered.!>

Ephron later noted that what Simms had taught her worked just as well
in life as it does in journalism. We’d argue that it also works with OKRs. The
day you set foot in a conference room with your team to debate and decide on
your OKRs, you're searching for the business equivalent of the “lead.” Just think
of the universe of possibilities that awaits you when someone says, “Okay, what
are our most important objectives?” You have customer concerns, shareholders or
investors, the community, partners, vendors, employees, competitors, the list is
endless. They are the organizational equivalent of the “why, what, when, and
who.” Your challenge is to cut through the clutter and pinpoint exactly what is
most important to you, right now.

When it comes to the number of OKRs you produce, we recommend you
adhere to the tried and true aphorism: less is more. This is a difficult exercise,
we know, and not one every organization is initially ready to tackle. There are
several factors conspiring to drive the number of OKRs to an unsustainably high
count. Among them: the desire not to leave anything out (“Everything is impor-
tant to us right now!”), the fact that it’s always easier to list a multitude of things
than zero in on the most critical, and the rise of software that places no upward
limit on the number of objectives and key results you can enter into the sys-
tem. There is a huge opportunity cost to increasing your inventory of OKRs,
however. Primarily, lack of clarity and focus around what the company’s prior-
ities truly are. Employees today crave knowledge of what is most important so
that they might align their actions toward those goals, which results in greatly
enhanced meaning at work. Should you develop, say, 8 objectives and 20 key
results, it will make it nearly impossible for employees, who are subject to the
same laws of time as you and we are, to decide where to place their efforts.

As a species, we seem obsessed with maximizing . ..everything. Did you
know the word priority entered the English language in the 1400s? It was sin-
gular then; meaning the very first or prior thing. It remained singular for the
next five centuries. But in the go-go 1900s, we pluralized the word and began to
speak of priorities. We felt, somehow, that by changing the word we could bend
the reality and somehow be able to have multiple first things.!® By sharing that
anecdote, we're not suggesting you limit yourself to just one objective and a few
key results, although for those brand new to OKRs, it is an option to ease into
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the process. We're simply restating the obvious principle that suggests if you try
to do everything, you'll wind up making little progress on anything. As for an
actual number range, if you examine the literature—and at this point the lit-
erature amounts primarily to blog posts and articles—the consensus seems to
propose between two and five objectives, each with two to four key results. We
believe that is the very high end of the scale, however, and once again urge you
to conduct the organizational forensics necessary to isolate what matters most
to your business. Find your lead!

DO OKRs STAY THE SAME FROM QUARTER
TO QUARTER?

Consultants are sometimes criticized (in good humor we hope) for not always
planting a flag of certainty and telling clients exactly what they should do to
cure whatever ails them. The truth is, as we can both attest, the answer to
many questions posed to consultants is “It depends.” And that is the case with
the question above.

Yes, some of your objectives may remain the same from quarter to quarter,
especially those deemed particularly critical in light of current strategic
or operational challenges. The same may be said of key results; some may
remain for consecutive quarters and beyond. However, recall our discussion of
health metrics on page 79. We described them as measures the company will
monitor frequently, over years perhaps, because they are representative of
successful execution of their strategy. You will likely have both objectives and
key results that fall into this category of ongoing strategic significance. In the
health metrics discussion we noted the objective of “Increase customer loyalty.”
We suggested that Net Promoter Score is a valuable ongoing indication of
customer loyalty and, thus, may be elevated to health metric status, remaining
unchanged until, perhaps, the company’s strategic direction is altered.

In the same vein, “Increase customer loyalty” could be a health objective,
one that is key to the translation of your strategy and unlikely to change in the
foreseeable future. If you're pursuing a customer intimacy strategy, attempting
to foster long-term relationships with your customers through outstanding ser-
vice and support, then increasing loyalty will always be a critical desire. There
is little point in adding it on your OKRs quarter after quarter, especially if you
match it with the same key result. OKRs are about novelty, innovation, and
creativity to spark breakthroughs. Repeating OKRs for years introduces a stale
quality that is best avoided.
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When you begin your OKR process, we recommend you generate a small
number (a handful most likely) of objectives that are crucial to the execution
of your strategy, and therefore unlikely to be modified any time soon. When
drafting them, it might help to think in terms of the “pillars” of your business:
Financial, Customers, Key Processes, and Employees. What is the core set of
objectives necessary to successfully win in your marketplace? These are your
health objectives. Next, decide on the key results that will gauge your success
in meeting these objectives. Those, of course, represent the health metrics.

It's easy, very easy, to be sucked into the whirlwind of urgent problems
and crises that face us when we set foot in the office each day. Easy, and in
some ways seductive, because fighting fires feels good—you're crossing some-
thing off a list, getting things done. But this is often at the expense of what truly
matters—executing your strategy. By creating a small set of health objectives
and key results you're creating ongoing context for the OKR process each quar-
ter. Constantly reminding yourself of what is most important and, at the end of
the day, demands your utmost attention and care.

CAN OKRs CHANGE DURING THE QUARTER?

Generally speaking, company-level OKRs will not be adjusted during the quar-
ter. But, please welcome back our old friend, “It depends.” There may be cir-
cumstances that demand a change in OKRs. One of us was working with the
State of New Jersey just prior to Hurricane Sandy devastating parts of the state.
In the weeks and months following the disaster, copious changes were made to
their performance monitoring systems, reflecting the new reality faced by the
many government departments required to provide services.

We're not suggesting, however, that a natural disaster is necessary to
make modifications to your OKRs (at any level of the company) during a
quarter. There are many other possibilities as well. For example: Perhaps you
acquired a major new customer who initially demands intense resources from
your teams. That could warrant the alteration of your current crop of OKRs.
Or, you may decide to make a strategic pivot, which of course would dictate an
update to the OKRs as well. What you cannot do is change objectives or key
results simply because you feel they are too difficult, or you may have doubts
about their efficacy.

Each quarter that you use OKRs, you're building a muscle, one that
grows stronger as you introduce the discipline of setting, monitoring, grading,
and most importantly learning from what the key results have to tell you.
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Frequent alterations of OKRs during the quarter may be dressed up as “agility”
or adaptive behavior, and in some situations that may be true. But, in most
cases it's simply an unwillingness to commit to the rigor and discipline neces-
sary to strive for better and better OKRs that push the frontiers of knowledge
about what really drives your business.

THE PROCESS TO SET OKRs

Throughout the chapter, we've provided numerous ideas, recommendations,
and tips relating to the characteristics of effective OKRs. We're certain that at
this point, you're anxious to put them into practice as you develop your initial
set of objectives and key results. In this section, we'll guide you through the
actual mechanics of creating OKRs. The exercise is conveniently represented
by the fitting acronym CRAFT, which stands for Create, Refine, Align, Finalize,
and Transmit (see Exhibit 3.5).

Create

Some pundits would tell you that to complete this step, you gather your group
together—whether it’s the executive team if you're creating company-level
OKRs, or your team if it's a team-level set—get out a fresh box of markers,
stand at a flip chart, and yell, “Go!” to start a classic brainstorming session.
Immediately, a brilliant chorus of ideas is shouted out so fast you can barely
keep up. But we're not those pundits.

Large-group brainstorming is an accepted part of corporate workshop cul-
ture, but recent research has demonstrated many deficiencies with the process.
Let’s start with the number of people involved in most brainstorming exercises.
The rationale is a noble one; involving crowds of people in the cause means
they're more likely to buy in and support what’s created. However worthy a
principle that may be, it collides with the reality offered by social scientists who
now conclude that the larger the group, the poorer the results. Author Susan
Cain describes the phenomenon in her book Quiet.

Some forty years of research has reached the same startling conclu-
sion. Studies have shown that performance gets worse as group size
increases: groups of nine generate fewer and poorer ideas compared
to groups of six, which do worse than groups of four. The evidence
from science suggests that business people must be insane to use brain-
storming groups.!”
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The process below summarizes the CRAFT process for creating
and transmitting team-level OKRs. CRAFT can also be used for

generating top-level OKRs.

Draft 1-3 stretch-level Key Results for 1-3 Objectives
TIP: Work in small teams, “dynamic duc”

Submit draft OKRs to entire team. Update OKRs in a workshop
TIP: Work with wider team. Develop scoring for Key Results

Identify dependencies, Jointly define Key Results
TIP: Meet in-person to agree on dependencies with other team/s in
small groups. Adjust dependent OKRs accordingly

Present OKRs to supervisor for approval
TIP: Describe alignment process and outcomes during supervisor review

Communicate your OKRs and make them visible
TIP: Load OKRs into centralized location. Communicate OKRs at
all hands and/or team meeting

EXHIBIT 3.5 The “Craft” Process for Developing OKRs
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Psychologists have offered several reasons for the failure of large groups to
produce meaningful outcomes. Social loafing for example, which posits that in
a group setting some people are content to sit back, offer nothing, while others
do the heavy intellectual lifting. You've probably got a high-definition image in
your mind of those folks: the ones with their heads down, glued to their phones
or laptops, completely removed from the discussion at hand.

To offset the problems with large-group brainstorming, we recommend
a counter approach to creating the first draft set of OKRs. Use a small team.
A very small team, most likely two people. Susan Cain, the author noted above,
is among a burgeoning list of researchers who note that in order to discover
creative solutions to problems, people require deep, time-consuming concen-
tration on the task. It's not realistic to expect a group of 20 (or more) to drop
everything and spend the time necessary to create a draft set of OKRs. How-
ever, for two people, despite the inevitable demands on their time, and while it
may not be convenient, it is likely possible. The small team you convene can
invest the required time to delve into the background necessary to create your
OKRs: Your place in the competitive environment, scrutinizing your strategy,
determining your core capabilities, and so on. These are the raw materials that
lead to effective OKRs, and they must be carefully considered. If you do want to
involve more people at this early stage, simply ask them to submit their ideas
for OKRs to this small team via e-mail or survey. Your small team can then
run the potential list through the filter of issues above (strategy, competitive
environment, etc.), assisting them in advancing the best ideas forward.

Whether it’s the corporate level or team, we suggest your small team doc-
ument two to three objectives with one to three key results each. They should
be written at a stretch level (the 1.0 scoring level) to provide inspiration.

Refine

Your small team (“Dynamic Duo,” perhaps) will have completed their initial
draft set of OKRs and submitted to the wider team for review prior to this
first actual workshop. There was a subtle point in that previous sentence, one
that could easily be overlooked, so we'll stop here for a moment and unpack
it. “Submit to the wider team for review” are the key words. It's important that
workshop participants are prepared to debate the OKRs; therefore we urge you
to not simply package the draft OKRs in a standard e-mail, one of hundreds
your harried team may receive in a day, but be distributed both electronically
and by old-fashioned paper, accompanied by a letter from either the CEO or the
team lead on the importance of the exercise.
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In attendance for the workshop, we would expect the leadership team if you
are working on your corporate-level OKRs, or the team-level leadership group
if it’s a team set of OKRs. The purpose of the session is to critically examine
what has been prepared, have the small team explain their choices, generate
debate (vigorous debate we hope), and ultimately come to agreement on the set
of OKRs you'll use.

As part of the process, each key result should be scored using the scale dis-
cussed earlier in the chapter. You'll want to ensure your final list of OKRs adhere
to the characteristics we presented and are a direct translation of your unique
strategy. As for scheduling and timing, book an entire day with the goal of can-
celling the afternoon component because you were able to complete the work in
the morning. You may require the entire day, however, and that could be a very
positive sign, indicative of spirited inquiry and debate. However, if you can end
early, don’t prolong things just to fit the allotted time. Nothing makes workshop
participants cheerier than finishing early.

One last caveat, and this is based on our thousands of hours facilitating
workshops with clients around the globe: Be realistic in your expectations of
achieving full consensus on the OKRs. We can tell you unequivocally that it’s
virtually impossible. Why? For one reason, those people surrounding you in the
conference room aren’t robots or zombies (if they are, you've likely got a great
Walking Dead script on your hands) but living, breathing human beings who
bring a lifetime of unique experiences that shape their views and philosophies.
It’s exceedingly difficult to expect a group of people to reach full agreement on
any topic, and in fact probably not completely advantageous. Dissenting voices
can be helpful in ensuring the OKRs you do use have been carefully vetted and
considered from all angles. What you must insist on, in the end, is support for
what is created. Even if some members of your team aren’t 100 percent in favor
of a particular objective or key results, they must publicly support them. Oth-
erwise you risk the possibility of them releasing the toxic venom of skepticism
and lack of belief in the overall OKRs program. Encourage multiple voices and
points of view but commit as a team to supporting and engaging with what
you create.

Align

Much of the work in modern organizations is cross-functional in nature—teams
working together to solve problems or create new modes of working that will
benefit multiple areas of the business. OKRs created at the team level must be
created with this context front of mind.
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The small team or dynamic duo we profiled in the previous steps should
take your draft OKRs on a road trip around your organization, discussing
dependent OKRs with other team leads. You'll be liaising with colleagues to
discuss how some of your OKRs depend on their best efforts, while sharing
with other teams how you are uniquely positioned to assist them in meeting
their goals.

Scoring will often help you in assessing the level of dependency between
you and another team. You'll recall that a score of 0.3 represents the minimum
you feel your team can achieve without any assistance. Should there be a signif-
icant gap between your 0.3 and 0.7 target levels, that will most likely indicate
a critical dependency. Your aim in meeting with other team leads is to come to
agreement on the dependency and adjust targets in order to demonstrate the
level of support required. For example, if you determine that one of your key
results is highly dependent on another team’s assistance, your aim in meet-
ing with them is to ensure they acknowledge the dependency and pledge their
support, which will then allow you to ratchet up your targets because you're
confident they’ll provide their backing when necessary. The converse is also
true; other teams may rely on you to meet their targets and, thus, you'll work
with them to show how you can help.

Although you shouldn’t anticipate wholesale modifications to your OKRs
during this step, it is possible that changes will be made. Seeing your goals
through the fresh perspective of another team can often be revealing and
illuminate potential shortfalls. Once you've assembled the updated OKRs,
distribute them to the entire team for comments. Unless you receive significant
pushback on any changes, an in-person meeting should not be necessary.

Finalize

Once again, assuming you're creating OKRs at the team level, during this
step the team lead and partner will confer with their superior (most likely
a member of the senior executive team) to receive final approval to use the
OKRs in the upcoming quarter. You can provide an overview of how you
arrived at the OKRs, the due diligence performed in drafting them, and the
cooperation agreements you've cemented with other dependent teams. It’s
also important to ensure that the executive understands the rationale behind
the scoring targets you've chosen. The last thing you want when results
begin to accumulate is mismatched expectations that lead to confusion and
disappointment.
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Transmit

There are two components in this final step. First is the fairly rote necessity of
loading your OKRs into a software system or whatever product (Google Sheets,
Excel, etc.) you deem appropriate to track your results over time. A rote pro-
cess indeed, but a vital one nonetheless. OKRs must be rigorously and formally
cataloged and monitored to ensure integrity in the system. Calculations and
ideas scrawled on the back of cocktail napkins may be the stuff of business lore,
but won'’t be helpful quarter in and quarter out as you're attempting to outma-
neuver competitors and successfully execute your strategy. There are numerous
high-quality software vendors providing tools in this space, and when the time
isright (software should always be regarded as an enabler, not a requirement),
you might consider purchasing one. We'll have more to say on this topic in
Chapter 5.

The second task is transmitting the OKRs to your team and beyond. We
encourage you to communicate them widely, using a variety of media. One
method, sharing them in an in-person venue, such as an all hands or town hall
style meeting is strongly recommended for a number of reasons. Chiefly, it pro-
vides the opportunity for employees who were not directly involved in OKRs
creation to ask questions of those who were there when the critical decisions
were made. And giving employees this opportunity is vital to ensuring a sense
of fairness and being heard, which is dispiritingly absent in most workplaces. In
a Harris Interactive poll of 23,000 workers, only 17 percent felt their organi-
zation fostered open communication that is respectful of differing opinions and
that results in new and better ideas.'® New ideas are the currency of successful
businesses, and when constructed properly OKRs propel those innovations in
thought. But to do that, every single person must understand why you chose
what you chose, and how they can contribute. If that sounds like a segue, it is.
In Chapter 4, we'll show you how to create OKRs from top to bottom, ensuring
your entire workforce is focused on what matters most.
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CHAPTER/FOUR

Connecting OKRs
to Drive Alignment

E'RE GOING TO BEGIN THIS CHAPTER with a story directly

from Paul on the importance of connecting goals.

During the summer between my junior and senior years of college,
I was living with my retired parents at my childhood home in a small town in
eastern Canada. I'd lived in that house my entire life, and while my parents took
pride in the property and maintained it well, the rough (some may say savage)
Canadian winters had exacted a toll on the roof of our house. It was clearly in
need of replacing, and fast. Since my parents were living on a fixed income and
I had a bit of time before starting my summer job, I decided I would take it upon
myself to fix the roof. This despite the fact that what I knew about roofing you
could easily write on a piece of confetti.

The first step was enlisting a team of buddies to help with the project, which

I assumed could be completed in a couple of days (faulty assumption number
one of many). With the standard college currency of pizza and beer offered, all
of my friends agreed to assist. My father advised us on the supplies we'd need,
and we dutifully went around town assembling the raw materials for the new
roof. We were all set.
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On a glittering May morning we began. Up the ladder and on to the roof
we shimmied. Tools and materials were hoisted up and we began tearing apart
the old roof. Shingles, tarpaper, and the sounds of Billy Idol booming from my
ghetto blaster (this was the early 1980s) filled the air. Within a few hours, the
driveway next to the house was littered with the roof’s remains, emblematic of
our early, and prematurely declared, success. The day continued and soon the
roof was stripped. All that remained now was putting down the new materials.
And that’s when things went sideways.

Tearing apart the old roof was easy, but putting on a new one? None of us
had any idea of what to do. There was no master plan to follow. Before long,
we were stepping into each other, knocking tools from the roof to the ground,
and repeating steps over and over again. It was chaos. Even Billy Idol couldn’t
help us. A near riot broke out because two of the guys could swear that in
the chorus of the song “Eyes Without a Face” he was crooning “How'’s about a
date.” Today, the spat would be settled in about 15 seconds through a Google
lyrics search, but back then, it was to remain unsolved and provide yet another
conflict dividing us on the roof.

Salvation appeared in the form of another friend who had some previous
experience in roofing. He'd been busy the first couple of days and unable to join
us, but fortunately, he made his appearance as tempers were reaching the boil-
ing point and confusion reigned. He immediately took stock of the situation
and shared with us the key and necessary steps in putting the roof down. He
then broke the steps down sequentially and assigned each of us a task that con-
tributed to the overall goal. Within minutes we were competently and happily
assembling the roof. I can’t suggest any of us were then qualified for a career
in the roofing industry, but we did manage to lay down a roof that I'm proud to
say kept my parents dry for over two decades.

This story clearly demonstrates one thing: College students don’t know
what they're doing and should not be trusted. No, that’s not it. The story illus-
trates what can happen when people, even with the best of intentions, don’t see
how they can contribute to an overall goal. When we started putting down the
new roof, each of us was excited to make a contribution to help my parents. But
we had no context for our actions. We didn’t see how our actions influenced the
goals of fixing the roof, because until my friend with real knowledge of roofing
arrived there was no big picture strategy we could plug into to make our con-
tribution. We weren't aligned in our actions. The result: Poor productivity, low
engagement with the task, and suboptimal results.
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A CRITICAL LINK

We've previously lamented the pitiful levels of employee engagement here
in the United States and around the world, and the staggering costs in lost
productivity it leaves in its wake. One of the chief reasons engagement remains
so stubbornly low is the fact that employees, not unlike young Paul and his
friends, are eager to make a meaningful contribution but lack the context to
leave their unique mark.

In one poll of 23,000 U.S. residents employed full-time, only 37 percent
said they have a clear understanding of what their organization is trying to
achieve and why. The same study discovered that only 9 percent believe their
work teams had clear, measurable goals.! Other reports have come to similar
conclusions. In reviewing the data, one researcher noted: “There is tremen-
dous positive impact to the bottom line when employees see strong connec-
tions between company goals and their jobs.”? As this quote reveals, it’s not
just engagement that gets a bump when employees have a line of sight from
their work to the company’s goals; the effects ripple from improved processes to
enhanced customer relationships, all the way to the profit and loss statement
in the form of improved financial results. It’s clear that organizations benefit
tremendously when employees see the connection between what they do every-
day and how those actions affect overall goals.

CONNECTING OKRs

[Mluminating that relationship between what employees do and how those
actions lead to overall strategy execution is best accomplished with con-
necting OKRs from top to bottom in your organization. By connecting, we
mean creating sets of OKRs throughout the company that align with your
highest-level OKRs (could be corporate or business unit, depending on where
you're starting) and signal the unique contribution offered from teams and
individuals throughout the enterprise.

Connecting confers a number of benefits, among them the ability to fos-
ter two-way learning. Every organization today must excel at fast-paced learn-
ing in order to make necessary course corrections and keep aggressive rivals
at bay. When you connect OKRs, you generate learning opportunities in two
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directions. First, as business units, departments, and individuals develop their
own OKRs, it provides them the opportunity to showcase their unique role in
creating overall value for the company. To do this effectively, of course, they
must understand the business’s strategy in order to create OKRs that align with
it. So, as they create OKRs, they're learning more about, and deepening their
understanding of, the organization’s purpose and strategy. Simultaneously, as
OKR scores are analyzed across the company, leaders benefit from the ability
to examine results spanning the entire organization. Rather than relying on a
small set of indicators that serve as abstractions for the entire operation, execu-
tives can perform deep dives into every facet of the company by reviewing OKRs
at all levels. This veritable treasure trove of data improves decision making, the
allocation of resources, and accelerates learning.

HOW TO CONNECT OKRs

When it comes to connecting, you don’t want to emulate Paul and his buddies,
climbing up to the roof with no plan whatsoever. Not to worry, we've got
you covered (like a roof—get it?) with the steps to follow when connecting
your OKRs.

How Deep to Connect

We covered the topic of where to develop OKRs in Chapter 2. As we noted
there, ultimately your goal should be to spread the use of OKRs throughout
the entire company. The question is one of timing. Do you rush to connect
from top to bottom, perhaps in the very first year? Or, do you employ a more
measured approach, staggering the implementation over a period of months,
or even years?

OKRs can be a transformative device for your business, sparking new
thinking that leads to previously uncontemplated levels of success. To fulfill
that potential, the framework must be embraced and used at all levels of the
company, allowing you to foster fluency in a new corporate language; that of
strategy execution. Obviously, the faster you connect, the faster your employees
master this new taxonomy, and the sooner results improve.

We firmly believe in momentum, and suggest you move aggressively, but
thoughtfully, in connecting OKRs. That sounds like a contradiction, so we’ll
unpack the key terms. Aggressive is self-explanatory, meaning you connect
quickly and deeply to all levels (perhaps to the individual) of the company.
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However, we temper that with the word thoughtfully, which in this context
implies you have contemplated, and can answer in the affirmative, these
questions: Do we have executive support for OKRs? Do we have a clearly
documented strategy that is reflected in our corporate OKRs? Are we com-
mitted to using OKRs, regardless of initial results, to manage our business?
If you can successfully overcome those hurdles, then a rapid rollout may be
appropriate.

Whether to connect all the way down to the individual level is a question
that requires some additional coverage. The pros and cons must be carefully
weighed. Let’s begin with the potential advantages:

Enhanced awareness of OKRs: This level of connection provides a great impe-
tus to communicate the principles and techniques of the framework.
Increased buy-in and support: Understanding the process and having the
chance to be directly involved will likely boost commitment toward it.
Drive comprehension of OKRs throughout the company: In order to construct
effective OKRs, employees will be required to thoroughly grasp the OKRs of
their team and related units.

Grow engagement: As employees are able to draw a line from what they do
to the big picture goals of the company, they may become more engaged
and willing to offer the discretionary effort necessary to move the ball a
little further down the field.

Develops skills: At the individual level, OKRs will reflect a mix of personal
growth ambitions and contribution to the company.® The personal
growth component can assist employees in furthering their career, which
(see above) can lead to enhanced engagement.

Those are compelling arguments for connecting to the individual level.
However, there are possible disadvantages as well. They are presented next:

Reduced engagement: OKRs may be viewed by some as yet another
corporate-imposed compliance tool that increases complexity and leaves
even less time to “get things done.”

Confusion around variable compensation: Should your organization utilize
a separate incentive compensation system that does not link to OKRs,
employees may be confused as to why two separate systems exists (OKRs
and incentive compensation).

Lack of teamwork: Individuals may focus too much on their own OKRs
rather than the team-level OKRs.
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OKRs that resemble a to-do list: Effective OKRs focus on results, not tasks.
However, when creating OKRs at the individual level, there is often the
temptation to include job-related tasks that, while important for the indi-
vidual, may not contribute to overall strategy execution.

No value-add: Some teams will likely already have the equivalent of an OKR
system in place at the individual level. For example, a call-center team with
a staff of a hundred telemarketers probably already has a call-center track-
ing system in place that provides real-time feedback to every employee.
Asking each telemarketer to also write down OKRs and update the metrics
could be redundant and simply a waste of time.

Ultimately, the decision will depend on your culture and readiness for such
deep connection of OKRs. One possibility that we've seen organizations employ
with success is making individual OKRs an optional step. Sears Holding, whose
innovative practices you can learn more about in Chapter 7, have chosen this
approach, allowing individual associates to decide for themselves whether to
opt in to the OKR program.

Determine the Number of OKRs

In the last chapter we shared the consensus view that your corporate set of
OKRs should comprise between two and five objectives each with two to four key
results. However, we also noted this was on the very high end of the scale and
urged you to follow the well-worn advice of “less is more” when choosing OKRs.

Asyou plan to connect OKRs, possibly through the entire organization, you
must wrestle with the question of whether to impose a limit on the number of
objectives and key results each group may select. Those new to the endeavor
may be excited by the promise it holds and find their enthusiasm getting the
better of them as they catalog a never-ending list of OKRs necessary to propel
them forward.

Passion is a trait you're loath to impinge upon, but once the number of
OKRs reaches a certain level you quickly reach a point of diminishing returns,
as it proves impossible to manage and you achieve a bloated list of priorities.
There is no magic number. However, we'll once again admonish you to keep
the volume low, especially at the outset as your teams become accustomed to
using, and managing by, OKRs. If people insist on a numerical range, rather
than identifying a specific number, consider focusing instead on a not-to-
exceed number.



How to Connect OKRs 103

Preparing Your Groups for Connecting

Even the fittest among us wouldn’t lace up their running shoes and hit the trail
for a demanding run without first stretching: loosening their muscles to pre-
pare them for the challenge that lays ahead. Consider the following two items
the connecting equivalent of stretching—putting your groups in the best pos-
sible position to create effective OKRs.

In Chapter 2 we discussed the importance of a mission statement, which
conveys your core purpose as an organization. All groups that are going to cre-
ate connected OKRs should create a mission that clearly outlines their raison
d’étre: Why they exist and how they add value to the organization. We've used
the word context at several points in the text and are repeating it here because
once again, the exercise of creating a mission will provide context for the con-
necting process to follow. As group members debate potential OKRs, they can
continually look to the mission to ensure what they 're proposing fits with their
overall purpose.

Armed with their own mission statements, each connecting group must
then answer this fundamental question: “How do we support the organization’s
mission and strategy?” In broad strokes, how does the group contribute to the
company’s success? As you'll learn shortly, the concept of influence is the key
to connecting, and this question primes groups for that task by having them
enumerate, in advance, how they support the company’s overall strategic goals.

Ensure Everyone Understands the Highest-Level OKRs

Do you remember that game children used to play at birthday parties, called
telephone? The kids would be seated around a table or assembled in a line and
a parent would whisper a phrase in the first child’s ear. Maybe something like,
“All little kittens love milk.” The first little boy or girl would then turn to the
next and whisper the message in their ear. On and on it went until the short
missive finally arrived at the last child, who was to then repeat it aloud to the
entire group. Inevitably, by that time the phrase was garbled and bore no resem-
blance whatsoever to what had been transmitted to the first child just moments
before. In the example above, the proud young boy or girl who had the privilege
of sharing with the entire group might announce, “Olive and Kenny love Mike,”
prompting a chorus of laughter from the others.

Connecting OKRs is basically a more sophisticated version of the tele-
phone game, albeit one with much greater stakes. You're starting with the
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corporate-level OKRs, the equivalent of what is whispered in the first child’s
ear, and betting/hoping that by the time that message is conveyed to business
units, down to departments, and ultimately received by individual employees
it's clear enough that they have understood it and, thus, created OKRs that
define their part in meeting strategic goals.

As you communicate your corporate OKRs, it's absolutely imperative that
everyone in the organization understands them; what they specifically mean,
why they were chosen, and why they are so vital to the company’s success.
Even if what you've constructed at the top seems relatively straightforward and
obvious in meaning and intent, never forget that others will be refracting that
message through their specific lens of experience, and may draw completely
different conclusions, which could potentially lead to connected OKRs that are
horribly misaligned. Communication is not something that can be overdone
in an organization. Many change experts suggest there is a vast tendency to
under-communicate key priorities, often by orders of magnitude. Here’s a quick
guideline: At the point you've become utterly weary, bordering on ill, from
communicating the how and why of your corporate OKRs, that's when you
might just be getting the message across. One of our clients understands this
necessity of repetition. The CEO begins each companywide monthly meeting
by reciting the mission and top-level OKRs. It only takes about 5 minutes,
but in our attention-deficit driven society, that's often about 4 minutes and
30 seconds too long for some employees, who begin rolling their eyes at
hearing the mission and OKRs yet again. But the CEO is quite content with
this. He knows that only through repeating the message again and again
can he ensure it occupies the mind space necessary for effective execution to
take place.

The Key to Connecting Is Influence

Allowing all groups, perhaps even individuals, to show how they influence
overall corporate OKRs is the purpose and goal of a connecting exercise. Let’s
use Exhibit 4.1 to walk through the process.

As we noted in the previous section, it all begins with the top-level set of
OKRs. These are the critical levers of your success, and everyone in the com-
pany must possess a deep understanding of them before you begin connecting.
We'll assume you're starting from the corporate level. If that’s the case, the
first actual connection occurs as business units (as described in Exhibit 4.1,
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OKRs are connected vertically and horizontally. Arrows reflect

the importance of two-way conversations.
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EXHIBIT 4.1 The Connecting Process

but your terminology may differ) study the corporate OKRs and ask, “Which of
these OKRs can we influence, and how?”

It'simportant to note from the outset that you don’t anticipate every group
to exert an influence on every corporate objective and key result. That’s not the
point of the exercise. Some organizations fail to recognize this point and, hence,
insist that business units and teams identify OKRs for every corporate objective.
This results in force-fitting objectives and key results that are often not relevant
to the group and simply divert attention from what truly does matter. Your aim
is influence—which of the OKRs can we help move the needle on? Having said
that, we would expect every unit to see a link between its work and at least one
corporate OKR.
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Similarly, it’s important to note that OKRs are not seamlessly linked on a
one-to-one basis. In the extreme version of that scenario, a team simply copies
and pastes the higher-level key result and writes it as one of their objectives.
We frequently see this mistake with first-time OKR users. Although copying
and pasting a higher-level key result as your objective may seem expedient, in
reality it's a lazy and ineffective solution. Most connected OKRs should origi-
nate bottom-up, showing the team’s unique contribution to success. We agree
with John Doerr, who notes that OKRs should be “loosely coupled” rather than
“tightly coupled,” and the process for connecting with your supervisor’s OKRs
should be a negotiation.*

Once business units have developed OKRs, it’s time for groups below them
to take their turn in our high-stakes game of telephone. These units, which we
term team level, don’t take their cue from the corporate OKRs, but rather, they
focus on the business unit above them. Depending on the levels of hierarchy in
your company (and we sincerely hope it isn’t many), you'll continue this pro-
cess until you reach the individual level. A well-executed connection process
provides line of sight from every individual employee all the way back to the
corporate OKRs.

The Mass Connect Approach

You've now assembled your corporate OKRs and are excited to connect to
your business units. The immediate and most pressing question is: “How do
we do that?” The mechanics are outlined above, but what about the logistical
side of the equation? Most companies will assign someone (perhaps a member
of the executive or strategy teams) to work one on one with business units
in crafting their connecting OKRs. That person will facilitate a workshop
with each unit, spending the considerable time and effort necessary to ensure
they draft a batch of OKRs that align with what has been created at the
corporate level. We think there is a better way, we call it the mass connect
alternative.

This method places a premium on open communication, friendly competi-
tion, and camaraderie in building OKRs. Rather than working with each busi-
ness unit individually, under the mass connect approach you'll bring all groups
together at one time to develop a draft set of OKRs. If yours is a large organiza-
tion, you may be thinking, “Everyone? I'd need something the size of Madison
Square Garden to accommodate every person from every business unit!” Obvi-
ously, that’s not feasible or practical, so we recommend that you select delegates
from each business unit (typically two to four people) to represent the group at
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the session. Outlined below is a standard agenda for a mass connect session.
As for the length of the event, we usually book about six hours, allowing ample
time for breaks and lunch:

Executive briefing on your OKRs journey: Start the day by having a member of
your executive team regale the assembled teams with a stirring (hopefully)
narrative of why you embarked on the OKRs path, what you've done thus
far, and your expectations for the session. This creates context (there’s that
word again) for the workshop, provides yet another opportunity to educate
everyone on OKRs, and inspires the group to bring their very best to the
endeavor.

OKRs refresher: By this time we hope you will have furnished your entire
organization with an abundance of OKRs education materials (articles, a
certain book perhaps, presentations, etc.) but in the spirit of overcommu-
nication, take the opportunity to ensure that there is a level playing field of
knowledge among those assembled for the connecting process. This need
not be a comprehensive review of the literature, but simply a light overview
of key topics.

Presentation of the corporate OKRs: As with education, we're assuming this
is not your first pass at sharing the corporate OKRs. But, once again, it’s
a chance to reinforce each objective and key result, answer any clarifying
questions, and ensure the teams possess the understanding necessary to
write their own OKRs.

Draft OKRs: Provide the teams with about 90 minutes to create a first draft
set of OKRs for their unit. A facilitator (or facilitators—could be internal,
external, or both) will roam the room answering questions, helping ensure
that teams remain on track and focused on the task at hand and offer-
ing guidance and assistance to help should they get stuck in any poten-
tial quagmires. As facilitators ourselves, we've been part of many of these
sessions and can attest that this is, no hyperbole here, a fun process. The
energy in the room is electric, as you encounter spirited debates mingled
with laughter and the euphoria of “aha” moments when teams crack the
code and conjure up a perfect OKR.

Report outs: Fach team is allotted approximately 10 minutes (again,
depending on how many teams you have) to share their OKRs and
answer any questions. Be vigilant about the timing in this step. Garrulous
presenters who hijack the floor, rambling off on endless tangents, can
quickly destroy the momentum and deplete all of the positive energy
you've created thus far.
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Idea sharing: This is, dare we say, another fun part of the day. During
this step teams move about the room discussing their draft OKRs with
other teams on whom they may be dependent to achieve certain OKRs,
or who may be dependent on them. This facilitates horizontal alignment
(something we'll discuss shortly), cross-fertilization of ideas, and enhances
overall knowledge of the important role each and every team plays in the
organization’s success.

Re-draft OKRs: Based on the feedback they received from their colleagues,
each team now reviews, refreshes, and refines their OKRs.

Report outs: Each team reports their updated OKRs and answers any
questions.

Careful readers will note that we didn’t provide timing for all these steps.
Again, it’s because the amount of time you allot for each step will depend on the
number of groups in the room. Obviously, the fewer the teams represented, the
shorter the session may be. Following the workshop your OKRs champion,
the person or group responsible for shepherding the implementation forward,
will follow up with each group to finalize their OKRs.

This mode of connecting not only engenders more positive energy than
moving sequentially from group to group, but is also significantly more effi-
cient. By gathering several groups at one time, you can cut the time of connect-
ing, and thereby enhance momentum, considerably.

CREATING ALIGNMENT

Our hope is that this book will find a wide audience and help many organi-
zations improve their performance through the use of OKRs. But, finding an
audience is a relative term, and it seems very unlikely this book will have the
staying power of Sun Tzu's The Art of War. The Chinese military treatise dates to
the fifth century BC and is still popular today. Of course the audience has shifted;
today’s reader is more inclined to study the text’s chapters to glean insights on
business strategy, rather than defeating a foreign enemy in an armed conflict.
Sun Tzu offers many pithy but deceptively complex aphorisms throughout, and
one that applies particularly well to our present journey is this: “He whose ranks
are united in purpose will be victorious.”>

Ensuring your people are aligned around a common purpose is job number
one for any multinational corporation, regional government, local nonprofit,
or neighborhood lemonade stand. As we've demonstrated, connecting OKRs
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provides an outstanding opportunity to drive that alignment through every
job and function of your firm. In this section, we’d like to share with you the
two types of alignment you’ll be fostering during the process: vertical and
horizontal.

Vertical Alignment

This is the type of alignment most people think of when considering the con-
necting of goals through an enterprise. As the word implies, vertical connecting
consists of creating OKRs that flow downward, eventually reaching the indi-
vidual employee level. However, as we've previously noted, it does not mean
the executive team dictates a number of obligatory goals that are essentially
forced upon lower-level groups regardless of fit or necessity. Instead, vertical
connecting is facilitated when teams, departments, or individuals look to the
OKRs of the group to whom they report and ask: “How can we influence those
OKRs? What can we do, and measure, at our level to drive both our and their
success?” Again, the process is one of loose coupling. With vertical alignment
we're attempting to create a line of sight from what your group does every day
to the group to whom you report, and ultimately to the company’s aspirations.

What's the nastiest four-letter word that can be uttered in a corporate set-
ting? Not the one you might be thinking. It's silo. We're all well aware of the
deleterious effects calcified silos can have on a company’s performance. Isolated
groups focused solely on their own success, with little regard to the organiza-
tion’s overall strategic goals. But, let’s give these departmental silos the benefit
of the doubt, because it’s unlikely they've always harbored an intense desire to
remain isolated from the rest of the organization. In fact, a more reasonable sce-
nario is that they've never been given the formal means to demonstrate how
they might contribute to the company’s priorities. Executives have relied on
their functional expertise and, hence, they've focused more intently upon that
particular set of attributes. However, experience clearly illustrates that if you
give people the opportunity to show how they link in the chain of performance
they will gladly take it.

Here's an example of driving vertical alignment from an organization
we worked with recently. The CEO of this mid-sized company declared that
customer retention was their top priority. Traditionally, customer retention had
been the sole domain of their customer success team; it managed ongoing client
interactions and renewals. Soon after the CEO’s announcement, everyone
assumed customer success would just work harder to drive customer retention,
and other departments would continue to focus on their current priorities.
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However, with OKRs in place they were able to create a culture of alignment
across the company.

The product team had traditionally focused on what they felt new cus-
tomers would want, or what would differentiate them from the competition.
But with the advent of OKRs, the product team now asks this question before
approving a new feature request: “How does this product improvement drive
customer retention?” The marketing team also shifted their outlook because
of the OKR implementation. They transitioned from an event-marketing
approach of sponsoring channel partner events to launching their first
annual user conference, which they were confident would help drive customer
retention. They took the time at the user conference to interview customers
and gather valuable survey data. Finally, even the sales team changed their
paradigm thanks to OKRs. They are now taking time to call on their install base
and ask open questions around how they can add more value. They do this
to build the relationship and emphasize the importance of working together
over the long haul. Again, the goal is to help promote and drive customer
retention. Each of the teams profiled above is doing something different,
something germane to their specific function, but the common denominator
is the identification of actions that help them drive the corporate strategy of
increasing customer retention. That’s vertical alignment in action.

We'll leave you with one last point to consider regarding vertical align-
ment. The concept is often represented by the metaphor of a waterfall; goals
flow down with the water, throughout your entire company. However, perhaps
a more appropriate metaphor is one offered by our friend and colleague Felipe
Castro, founder of Lean Performance, who suggests the image of a fountain.
The water from a fountain does indeed flow downward from its highest point,
but it doesn’t come to rest at the bottom. Rather, it is circulated back through
the fountain in a never-ending flow. That is a beautiful and apt metaphor for
vertical alignment. Goals do indeed drift down, but as we previously illustrated,
knowledge, learning, and adaptation flow back up to the top with the aid of
connected OKRs.

Horizontal Alignment

We mentioned in the previous section that when it comes to connecting goals,
most people are familiar with the concept of vertical alignment, or cascading
down. This familiarity results from the fact that vertical cascading is widely
employed in most organizations, and effectively at that. The deeply entrenched
notion that execution hinges on alignment has been accepted for decades (at
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least as far back as Drucker’s work on management by objectives in the 1950s).
Thus, it has been rigorously studied, with best practices shared and widely used
throughout the business population. Why is it then, if organizations are aware
of the value inherent in alignment, and have been utilizing vertical cascading
for generations, that our rates of strategy execution remain so stubbornly low?

It turns out that there is a second form of alignment, one that has largely
been ignored by many companies, that may prove even more crucial in the
quest to execute strategy: horizontal alignment (see Exhibit 4.2). The follow-
ing statistics will swiftly shed a light on why horizontal alignment is so critical.
When managers are asked if they can rely on their boss and direct reports most
ofthe time, fully 84 percent reply in the affirmative. However, when asked if they
can rely on colleagues in other functions and units all the time, a scant 9 per-
cent reply positively. As we've shared earlier in the text, much of the work in a
modern enterprise involves disparate teams coming together to solve customer
issues or create new value. When one unit can’t depend on another a number
of damaging events tend to ensue: duplication of effort, missed opportunities,
and escalating conflicts resulting in damage to the company’s culture. When
asked directly about cross-functional coordination managers do recognize the
challenge; 30 percent cite failure to coordinate across units as their greatest
challenge to strategy execution.® However, they have, to this point, failed to put
systems in place to engender the cross-unit cooperation necessary to compete
in today’s environment. Once again, we believe OKRs can fill this void.

The good news is that creating horizontal alignment is not a complicated
endeavor whatsoever. It simply entails having the discipline to hold detailed
conversations with other units throughout the company to discover mutual
dependencies, and ensure both units then create OKRs that reflect them. The
resulting OKRs may be unique for each unit or in some cases they may decide
to use “shared” OKRs. These come into play when multiple teams are working
very closely to achieve aresult, and thus share the same OKR. Shared OKRs help
avoid situations in which one team may be celebrating because they completed
their component of a project, but another is working frantically on their piece
(which relies on the first team), and as a result of this lack of cooperation the
company fails to reach its overarching goal. We would expect the shared variety
to make up a relatively small percentage of your overall inventory of OKRs.

In the section on mass connecting, we proposed an “idea sharing” step
during which teams share their prospective OKRs with others, searching for
dependencies that may result in updated objectives and key results that illumi-
nate shared interests. That process represents a highly expeditious method to
reveal dependencies and more effective OKRs. However, given time constraints
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Connect OKRs across Teams with Dependent Key Results

and Shared OKRs

Use when a Key Result depends on another team
Example : Marketing Team Creates a Key Result that Depends

on Sales Team.

MARKETING OBJECTIVE

=+ Deliver better leads faster to enable sales team to drive revenue

KEY RESULT DEPENDENT? EXPLANATION

Better: Increase inbound Marketing depends on

the Sales Team to quickly
lead conversion topaying ¢ j.cTaam e
customer within 30 days

customers, so this Key
fiom>%t0110% Result is dependent

Faster: Increase inbound Marketing can control the
leads sent to Sales Team time it takes to send leads
within 24 hours from to the Sales Team, so this
60% to 90% Key Result is not dependent

orking on all Key Results of an objective

Example : Product Team and Engineering Team define a Shared OK

Successfully Launch Product ABC Release 3.0

KEY RESULT

Increase Net Promoter Score from 50 to 60 based on
feedback of 100 ore more version 3.0 Beta Testers

Reduce average user query time by 50% with version 3.0 as
compared to version 2.7

EXHIBIT 4.2 Horizontal Alignment
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it may be necessary to follow up with other units after the event to conduct a
final review of horizontally aligned OKRs. Again, as with most things, in the end
it comes down to making this a priority and committing the time and energy to
see it through.

CONFIRMING THE ALIGNMENT OF CONNECTED OKRs

It's one thing to create a set of corporate OKRs that can improve focus on
what really matters. However, the value of an OKR implementation can
increase exponentially when you connect, thereby allowing all participants
to announce their contribution to the bigger picture. Connecting may be the
most important part of your OKRs process and, therefore, ensuring it is done
well and actually serves its purpose is critical. For that reason, once you begin
rolling out the program and having lower-level groups develop their own
OKRs you can’t take it as an article of faith that those OKRs are in fact aligned.
You've got to check each and every set to ensure they are in fact drawing a line
of sight back to your strategic goals. Outlined below are a number of factors to
consider when reviewing connected OKRs:

Objective coverage: As we've previously noted, it's unreasonable to expect
groups developing OKRs to be able to influence each and every objective
and key result of the group to whom they report. Again, the principle is
influence: Which OKRs can we exert an influence on at our level, and
how do we track that impact? However, when assessing alignment, it is
important to ensure that across the enterprise you're receiving adequate
coverage of your most important objectives. As an example, if at the
corporate level you've established an objective of improving new product
development cycles and see no mention of anything related to that in any
of the connected OKR sets, there is a problem.

Both vertical and horizontal linkages are present: Effective OKRs stretch both
upward and sideways throughout the company. Especially for groups that
have strong dependencies with other teams, you should expect to see a fair
proportion of both vertical and horizontal alignment illustrated in the con-
nected OKRs.

Reasonable target scoring levels: Especially for novel OKRs, those you've
never considered before, determining appropriate levels for scoring can
be difficult and require a good deal of professional judgment. Ensure the
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targets represent an appropriate level of stretch but are still within the
team’s grasp.

Strategic impact: This is the most common sense attribute of an effective
connected OKR; will its achievement make it more likely that the organi-
zation as a whole will meet one or more of their OKRs? After all, that's the
ultimate purpose of connecting.

Adherence to any “rules” you've established: If, for example, you've put
in place a plan not to exceed number of OKRs that may appear on any
connected set, simply check to see that no group has gone over that
number. One of the greatest benefits of connecting is allowing individual
creativity in OKR design to flourish. However, consistency in approach
will help aid understanding and use of the program.

CLOSING THOUGHTS ON CONNECTING

One of the most toxic problems in modern organizations is inconsistency. We've
all witnessed it in our careers. Take the boss who endlessly praises the virtues of
teamwork and sharing, yet hoards information, keeping employees in the dark
and greatly diminishing their ability to make day-to-day decisions. Or, execu-
tives who demand high performance from throughout the ranks but refuse to
remove poor performers. Those whose noxious attitude and slack performance
drag down their entire unit. It’s a simple fact of neuroscience that our brains
crave patterns, and thus, inconsistencies such as these (and many more we're
certain you could catalog) cause a dissonance and frustration that can spill over
to our own work.

Connecting may not completely solve this problem, but it can greatly ame-
liorate the situation. When you develop a set of connected OKRs, you're enter-
ing into a pact with your employees and the manager or executive to whom you
report. Like any pact or contract, there is a negotiation component. In this case,
the negotiation consists of coming to agreement on which OKRs you'll settle on
to signal your team’s unique contribution. During that process, you have the
opportunity to bring any glaring inconsistencies into evidence, sharing with
your superior why and how they potentially hamper your performance. This
dialog alone is a great benefit of the connecting process. It allows for open com-
munication directed at shedding light on the way things truly are within your
four walls, and what can be done to ensure everyone is focused on what mat-
ters most to your success. We've sat in on dozens of such conversations, during
which a team leader and supervisor negotiate on OKRs, and the feedback on the
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process has been universally positive. The CIO of one client phoned us shortly
after such a conversation and said, “I've known each of my directors for over
20 years, and after hearing them present their OKRs to me, for the first time I
felt as if I really understood what was important to them.”

We'll leave the topic of connecting with this quote from a book titled
The Amateurs. The author asked Olympic rowers to describe their best
moments, and here’s how he captured their responses: “When most oarsmen
talked about their perfect moments in a boat, they referred not so much to
winning a race but to the feel of the boat, all eight oars in the water together,
the synchronization almost perfect. In moments like that, the boat seemed to
lift right out of the water. Oarsmen called that the moment of swing. When a
boat has swing, its motion seems almost effortless.”” It’s difficult to imagine a
more fitting description of the triumph that results when people work together
toward a common goal. Through the connecting of OKRs, that same effortless
motion the oarsmen felt can be yours as well.
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CHAPTER FIVE

Managing with OKRs

NCE UPON A TIME THERE was a man named Gus who got in over

his head with debt and was way behind on all his payments. Exhaust-

ing every source of credit, and not knowing where else to turn, Gus
goes to church one day, kneels at the altar and prays to the Lord that he might
win the lottery to right his financial ship. “Dear Lord,” he pleaded, “Please let
me win the lottery. I'll be a new man, I promise.” A week went by with no lottery
jackpot for Gus. Back to church he went. “Lord, just let me win this week and
you'll see, I'll turn over a new leaf.” Another week passes and Gus is no richer.
Frustrated and close to tears, Gus returns to church, “Lord, I don’t understand,
I've prayed, I've promised to change, why won’t you let me win the lottery?”
Suddenly there came a loud clap of thunder, and the Lord spoke, “Gus, meet me
halfway: Buy a ticket!”

Poor old Gus could have spent an eternity praying for relief from his debts,
but without taking action the most he could expect were faded hopes and a set
of sore knees. Creating OKRs and not rapidly sharing and reviewing results is
akin to hoping to hit the lottery without going to the trouble of buying a ticket.
You can’t “set and forget” goals and hope to achieve any of the OKR benefits
we've chronicled throughout the text. The modern business offers countless
distractions to divert your attention from what matters most—a hundred fires
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you can fight every day—Dbut to execute successfully and take your performance
to a new level, regular and disciplined reviews of OKR results must become part
of your operating rhythm and corporate culture. In the sections that follow we’ll
provide direction on how to do just that.

THE CYCLE: MONDAY MEETINGS, MID-QUARTER
CHECK-INS, AND QUARTERLY REVIEWS

As we all know, today more than ever (a cliché phrase we know, but one that is
utterly appropriate) companies must ride the outer edges of the learning curve
should they hope to stay ahead of competitors who may appear overnight from
around the corner or the other side of the globe armed with cunning business
plans aimed at stealing your market share. In this environment, waiting
casually until the end of the quarter to review results, when scores have been
tabulated and the opportunity to take action on missed goals has passed, is a
critical blunder. You need fresh, current data points throughout the quarter
that can be transformed into useful knowledge to be deployed throughout
the enterprise. For that reason, we offer a three-pronged approach: Monday
meetings, mid-quarter check-ins, and end-of-quarter reviews.

Monday Meetings'

We can practically see your eyes rolling as they passed over the word meeting.
You're probably thinking, “Another meeting? Really? That's your best advice?”
But before you hurl the book across the room, two points in our defense: While
we recommend a Monday meeting, it isn’t mandatory. We recognize that every
organization has its own threshold and tolerance for meetings, and this may
or may not work in your culture. Second point: Although we may appear to
be adding a meeting to your already bloated schedule and possibly increasing
organizational complexity in the process, it is our belief that meetings like this
(and the mid-quarter check-in we’ll discuss shortly) actually hold the promise
of simplifying your life and reducing complexity by highlighting and magnify-
ing what is most important to the success of your business. Once you master
the art of these sessions, it’s probable that other meetings you currently hold
will suddenly pale in a value comparison and can be mercifully jettisoned from
your day planner. Ready to reconsider the meeting?

The purpose of the Monday sessions is threefold: Assessing progress,
identifying any potential issues before they blossom into significant problems,
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and, especially as you begin using OKRs, establishing the rigor of incorporating
OKRs and a performance-based approach to management into your culture
to ensure your team stays focused. Don’t consider this session a formal
examination of results. Rather, the focus should be on information sharing
and generating beneficial discussions.

Here are some topics you may wish to include in your Monday meetings,
which should be scheduled for no more than one hour.

Logistics: Especially if the team holding the meeting is senior in nature, a
good place to start is simply determining who will be where during the
week. Although the number and quality of virtual meetings has increased
dramatically over the past decades, there are still times when you need your
colleagues in the room with you to make an important decision, debate
a controversial issue, share a crucial piece of information, etc. Therefore,
knowing each other’s schedules is both convenient and practical.
Priorities: What are the key priorities, the things that must get done this
week to inch closer to achieving your OKRs? As we alluded to above, it’s
easy to get trapped in the whirlwind of pressing and urgent issues swirling
about in any business, so ensure the priorities discussed are in fact leading
to the achievement of OKRs.

Status: In Chapter 3, we shared the advice of OKR expert Christina Wodtke,
who suggested that when setting key results at the beginning of the quarter
you assign a confidence level of 5 out of 10. During the Monday meeting,
you can gauge the team’s current level of confidence. Has it ratcheted up?
Gone down? Either way, the most important question is why. If you're pro-
gressing as planned, you'll want to put in mechanisms to stay there, but if
the team feels momentum is sagging, perhaps it’s time to discuss how you
can strategically shift resources to put things back on track. Keep in mind
that the team'’s assessment of progress is going to be a subjective evalua-
tion, and that’s fine. This is an informal review and shouldn’t necessitate
team members scrambling to capture and interpret a thousand data points
every Monday. Later in the chapter, we'll discuss setting a tone of learning
during your OKR reviews, but for now we’ll note that it’s crucial your team
members feel comfortable in sharing difficult news or a loss of confidence in
the ability to meet an OKR. If such a revelation is greeted with anger and
recriminations from superiors you can be sure that, going forward, such
information will be closely guarded, perhaps even concealed until it's too
late to act on it, which spells even greater difficulties for the company. Every
member of your team should feel confident that when openly sharing even
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difficult news, it will be greeted by pledges of support and assistance, not
reprimands.

Engagement: As we've noted several times, OKRs should challenge and
stimulate people to engage in the breakthrough thinking necessary to
reach unprecedented heights. The potential downside of a stretch goal,
however, is frustration that can soon travel swiftly down the tracks to
burnout. Use the Monday session to gauge the team’s mood. Are they still
actively engaged in the pursuit of objectives, or are they merely paying lip
service with no real intention to invest the discretionary effort the target
demands?

The big picture: Back in Chapter 3 we defined a health metric as something
the company will monitor frequently (over years, perhaps), because it is
representative of successful execution of their strategy. Well-designed OKRs
should ultimately propel the success of health metrics. To that end, use the
session to discuss any recent developments or issues related to these critical
enablers of strategy execution, and how they may impact your OKRs now,
and in subsequent quarters.

Take advantage of the Monday meetings to share information among
your peers and generate a dialog on your progress. At the end of the session
each member of the team should understand their colleagues’ priorities for
the upcoming week and be prepared for any collaboration necessary to ensure
steady progress.

Mid-Quarter Check-Ins

If we were to assemble four finance ministers, four chairmen of multina-
tional companies, four Oxford economics students, and four London garbage
collectors, and ask them to generate 10-year forecasts on a number of key
economic variables, who do you think would offer the best prediction? We
don’t have to speculate, because The Economist magazine actually conducted
this experiment back in 1984. The results? The chairmen and Oxford students
managed to tie the garbage collectors, and the finance ministers finished in
the cellar. But to make matters worse, the average prediction was more than
60 percent too high or too low.? Perhaps you're thinking, “Well that was
over 30 years ago; we've become much more proficient at making predictions
now.” Unfortunately, that’s not the case. In a recent study, researchers asked
hundreds of chief financial officers from a variety of industries to forecast yearly
returns for the S&P 500 over a nine-year horizon. Their 80 percent ranges
were right only a third of the time.> We humans, despite our avid proclivities
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to offer predictions on virtually any subject, simply are not good at it, and that
fact has implications for your OKRs.

As we already mentioned, the weekly confidence rating applied to OKRs
by your teams is as much art as science. And, since there is a decent probabil-
ity that most of your team will be new to this sort of assessment system, the
accuracy of predictions may vary widely and could potentially be as poor as the
Finance Ministers mentioned above. Despite the team’s best intentions, prog-
nostications that are well off the mark can lead to unwelcome surprises come
the end of the quarter. To avoid that situation, we recommend you engage in a
mid quarter check-in to conduct a slightly more formal review of your progress.
You may have noticed the qualifier slightly in the previous sentence. As with
Monday meetings, at this point in the quarter you're not performing a highly
forensic audit of success, but merely seeking directionally correct information.
Therefore, while you may dig a bit deeper into the prospects of achieving your
OKRs, you don’t want your teams spending untold hours gathering data to sup-
port their claims one way or the other.

With the possible exception of logistics, each of the topics we outlined
for the proposed Monday meetings could find a place in the agenda for your
mid-quarter check-in. However, status will take center stage in this gathering.
You'll want to calibrate expectations based on any new information you've
gathered in order to determine your priority actions for the remaining six
weeks of the quarter. Depending on the velocity of change in your industry,
circumstances could alter dramatically in the course of a few weeks and it
may become clear that a certain objective is out of reach and will have to be
abandoned, while others could be elevated and warrant additional resources to
ensure success. Additionally, as we highlighted in Chapter 3, you may require
a change to OKRs mid-stream due to a major customer demand, supplier issue,
strategic pivot, or other issue demanding prompt attention.

Even at this point in the quarter, it's difficult to forecast with certainty
whether or not you'll meet your OKRs. However, with several weeks in
the rearview mirror and experience mounting you should be able to move
beyond mere intuition. Ammunition in the form of actual operating data will
enable you to make reasoned estimates of success, thereby allowing you to
strategically allocate resources for the remainder of the quarter.

Quarterly Reviews

The time for sticking a finger in the wind or relying on subjective confidence
levels to assess where you are has come to an end, and the moment has arrived
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to actually grade your performance at the end of the quarter. The two primary
components of the review meeting are what and how.

The “what” comprises the grades (scores) you assign for each of your key
results. Based on performance during the quarter, each team (or individual
should you connect that far into the organization) will determine their final
score, and provide the rationale for that determination to their peers, col-
leagues, and superiors. This wide sharing of results is yet another benefit of
OKRs, as it provides all teams the chance to learn more about their colleagues’
triumphs and challenges, what works, and what is ultimately possible when
the entire organization is working in alignment. Assuming you've been rigor-
ous in holding Monday meetings and also conducted a mid-quarter check-in,
providing a final grade to OKRs should be a relatively simple, straightforward,
and quick process.

As for the actual presentation of results, you should consider both timing
and flow. There is no accepted standard length for the duration of a quarterly
review, but we doubt you want to turn it into a marathon session that requires
vats of coffee and a pizza run. Let’s assume you're targeting a three-hour meet-
ing that will include presentation of results, questions and answers, and general
discussion. If you have 10 teams slated to present their OKRs, advise each team
they are allotted 6 minutes and will be cut off at 12. This will ensure the presen-
tation component of the meeting does not run over two hours. Regarding the
flow of the meeting, consider having each team begin with the key result they
are most proud of thus far so that they can start on a high note.

The second component of the quarterly review meeting, the how, is what
will ultimately drive the success of your OKRs program, and your organiza-
tion’s ability to execute. While the grades you assign are obviously important,
what really stokes the flames of learning are the conversations spawned from
a deep investigation of what occurred during the quarter. The scores should
serve as a launching point for intense discussions that challenge conventional
views, unearth assumptions, and test working hypotheses. In our experience,
many organizations struggle with these meetings where candor and honesty
should be the order of the day. Although some companies are able to engage
in passionate discussions, leaving nothing on the table, the well-worn rules
of civility hamper others from reaching a level where actual revelations are
found. We're not suggesting you need profanity-laced altercations among
your team to foster insights; in fact, we urge you to respect your entire team
and refrain from ever engaging in verbal assaults that could wound another
person’s sense of self or impinge on their psychological safety. Recent research
into effective teams backs up this assertion by noting that the psychological
safety of participants is a vital enabler of group success. What we are saying
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is that in order to make the best use of your OKRs data (scores), you need to
carefully think about how you'll structure your meeting to ensure learning
is maximized.

In the sections that follow, we’ll provide some guidelines for structuring
and running a quarterly review. Let’s begin with one key logistical point that
cannot be overlooked.

Schedule the Meetings in Advance

In a study, university students were asked just prior to their Christmas break to
name a project they intended to work on and complete during their upcoming
vacation. The proposed endeavors varied widely, from writing an important
paper to settling a family conflict, to engaging in a challenging sports activity.
Participants were also asked whether they had formed intentions on when
and where they would get started to work on the projects. When the results
were tabulated after the holiday, fully two-thirds of those who had formed
“implementation intentions,” by noting where and when they would work on
the task, had successfully completed it. However, only about a quarter of those
who did not form implementation intentions were successful.* Hundreds of
subsequent studies have replicated this effect, demonstrating that in order for
real change to occur, we must move from noble ambitions to specific behaviors
that outline in detail when and where we'll do the work.

Scheduling review meetings in advance may appear at first glance as a
piece of banal and common sense advice, but we've both witnessed change
programs (OKRs and others) that have died on the vine not because of some
fatal flaw in the program itself, but simply because when the framework
was up and established the organization never followed through on holding
regular meetings to discuss and learn from results. In the study cited above, the
researchers deliberately chose the Christmas holidays because they knew the
students would be bombarded with potential activities that could impede them
from completing their stated goal. Parties, shopping, time with family, all of
these and many more are enticing alternatives to completing an important
project. For most companies, in that sense, every day is like Christmas. There
are innumerable issues and activities vying for your attention, and thus it’s
easy to put a “review meeting” on the backburner in favor of a seemingly
urgent need that demands your full response immediately. Clear the change
path for your team by scheduling your review meetings in advance and making
them a sacrosanct commitment.

We hope we've convinced you to get the quarterly meetings on your
calendar and never, ever cancel them. Assuming that’s the case, and you've
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assembled your team to review results at the end of a quarter, let’s look at a
number of things you can do to maximize that investment.

Manage Your Expectations

Ulysses S. Grant once sat for a photo shoot with the famous Civil War photog-
rapher, Mathew Brady. Finding the studio too dark to work in, Brady sent an
assistant up to the roof to uncover a skylight. The assistant slipped and shat-
tered the window. With horror, the spectators watched as two-inch shards of
glass, every one potentially lethal, fell from the ceiling like daggers, crashing
around Grant. As the last pieces hit the ground, Brady looked over and saw
that Grant hadn’t moved. He was unhurt. Grant glanced up at the hole in the
ceiling, then back at the camera as though nothing had happened at all.> Some-
times the results of OKRs will not be what you expected or hoped for. It is in
those moments you need to be Grant-like: Steely, resolute (and maybe lucky).
Have faith in the process and maintain your commitment to learning. Surpris-
ing results may come in two forms, poorer than expected, and, conversely, better
than expected.

Scoring low on key results is entirely probable, especially as you begin using
the framework. In your zeal to generate breakthroughs you may be overly opti-
mistic in projecting what you can accomplish during the quarter, setting targets
that are ultimately unachievable. As we discussed earlier, hopefully any unreal-
istic objectives will be identified early in the process during either your Monday
meetings or the mid-quarter check-in and can be dealt with accordingly at that
point. However, it is possible that end-of-quarter results will disappoint. If that’s
the case, your goal should be to critically examine what happened and learn
from any less than desirable outcomes.

At the other end of the spectrum are OKRs scores that all approach a 1.0,
at first blush, a stunning accomplishment worthy of wild celebration. But let’s
not pop the cork on that Veuve Clicquot quite yet. Chances are, again, as you
become accustomed to setting and scoring OKRs, there is every bit as high a
probability that you will set targets that are too low, as you will targets that are
excessively demanding. In this case, a set of 1.0 scores shouldn’t signal a party
but, again, an opportunity to calibrate and craft more appropriate targets going
forward.

According to most OKRs practitioners and clients we’ve worked with, the
sweet spot for results are scores hovering around 0.6 and 0.7. But, regardless of
the score, as we argued above, what really takes precedence is not the number
but the conversation the results produce. Let’s consider some ways to stimulate
that discussion.
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Solicit Feedback from Everyone

What is your favorite Pixar movie? Wall-E maybe? How about Finding Nemo? Or
perhaps 2015’s Inside Out. There are many others to choose from, all exemplars
of a standard of excellence that is unprecedented and almost entirely unheard
of from a major Hollywood film studio. Pixar’s extraordinary success can be
attributed to many factors: compelling and universal stories, talented directors
and writers, and stunningly imagined and rendered worlds, to name just a few.
However, perhaps the most significant contributing factor is their inclusion-
ary process. When Pixar films are in production and screened at the studio,
all employees, literally everyone regardless of their field, are asked to send notes
to the film's creators. Pixar directors consistently cite this process of soliciting
all voices in a film’s final version as key to their success.®

We encourage you to follow Pixar’s lead and, when reviewing results,
include your entire team in the process. After all, transparency can be one of
the biggest benefits of using OKRs. Cloistering your management team behind
closed doors to interpret your quarterly results not only impedes support for
the OKRs program but also robs you of one of the greatest sources of potential
value at your disposal—the brainpower of your team. Your goal should be to
establish a sense of ownership in OKRs from every single employee, regardless
of rank or function. The best way to engender that feeling is including all voices
in the ongoing OKRs dialog.

Ask Simple Questions to Get the Conversation Started

The organizational psychologist (among many hats he has worn) Edgar Schein
tells a story of how posing a simple question made him a star in the eyes of
one CEO client.” The executive was concerned that his company’s culture had
become immovable and frustrating. He noted that just the previous day he had
a staff meeting of his top 15 people who always sat in the same place at the table.
On this particular day, only 5 people were able to attend and, despite the surplus
of available seats, each person sat in his or her usual position, causing them to
be scattered around the enormous table. “You see what we're up against?” the
CEO lamented to Schein. He then gazed at the consultant expectantly, hoping
for affirmation and support (and possibly a magic solution). Schein thought
about the situation for a few moments and then, rather than offering any solu-
tions, he simply asked, “What did you do?” The CEO replied that he didn’t do
anything, and in that moment a light bulb went off in his head. The frozen cul-
ture was most likely an artifact of the executive team’s inaction. For the next
several hours, they explored ways in which they were complicit in their own
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situation, and how they could improve it. Over the next year, they were able to
transform their culture, all the changes stemming from a humble and simple
question.

At times, the situations you encounter appear nastily complex, and it’s diffi-
cult to find your way into the subject. When that occurs, the temptation to offer
solutions is second nature to most of us. After all, that’s how most “stars” rise
through the corporate ranks—by providing answers to anything and every-
thing that ails the organization regardless of how intractable a problem may
appear. Any void when a challenge exists, any deafening silence on the part
of a leader, can mistakenly be interpreted as a lack of knowledge, impacting
the individual’s ongoing credibility. No wonder we all talk too much in meet-
ings. But a stream of spontaneous answers can often lead to difficulties when
the underlying issues aren’t properly understood, or the ramifications of the
response haven’t been carefully considered. Perhaps Peter Drucker said it best
when he noted, “The most serious mistakes are not being made as a result of
wrong answers. The truly dangerous thing is asking the wrong questions.”8

As appealing as it may be to rattle off solutions for every issue the busi-
ness faces, upon deeper deliberation, it’s usually evident that most problems
are immune to simple solutions. Always start with questions—the simpler the
better—when reviewing OKRs results, before proceeding to possible answers.
The deeper you burrow into a challenge or issue, the more elements of it you
expose. With the problem’s dimensions standing in bold relief, you're much
more likely to then generate insights.

Diagnose Issues Using the “Five Whys”

Consistent with the advice offered in the preceding section, one very simple
question you can ask, one that inevitably provokes careful thought and yields
results, is “why.” And in the spirit of “You can never get too much of a good
thing,” we suggest you ask it five times in order to resist the gleam of surface
issues and get to the root of the problem at hand, which is typically buried
much deeper. That was the original intention of the method as conceived by
Sakichi Toyoda and used at the Toyota Motor Corporation. Today, the technique
is employed in many forms (some people prefer three whys) and for numerous
purposes, including strategic visioning, but we feel it is best suited to assist you
in diagnosing issues when reviewing key results.

In his book The Lean Startup, Eric Ries describes how using the five whys
led to the development of an important employee training initiative.? His firm,
the metaverse website IMVU (a metaverse is a virtual-reality space in which
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users can interact with a computer-generated environment and other users),
described as the world’s largest 3D chat and dress-up community, suddenly
began receiving complaints from users after a new version of the product had
been released with a key feature disabled. Obviously, a metaverse relies exclu-
sively on active and engaged users, and thus it was crucial that Ries and his
team discover what was wrong. So they turned to the five whys:

1. Why was a key feature disabled in the new release? Because a particular
server failed.

2. Why did the server fail? Because an obscure subsystem was used in the
wrong way.

3. Why was it used in the wrong way? Because the engineer who used it didn’t
know how to use it properly.

4. Why didn’t the engineer know how to use it? Because he was never trained.

5. Why wasn’t the engineer trained? Because his manager didn’t believe in
training new engineers because he and his team were “too busy.”

Ries and his team began their inquiry fully anticipating that a technical
fault was to blame for the customer discontent. However, on using the five whys
their assumptions were shattered when they determined the true cause of cus-
tomer complaints could be linked to a very human managerial decision. This
was undoubtedly a startling, but equally insightful and beneficial, revelation.
Asaresult of their analysis, IMVU launched a training program for all new engi-
neers. Whenever you face a perplexing issue, one that defies easy, off-the-shelf
solutions, challenge your team to answer why five times to uncover the more
likely root cause at play.

Learn from Mistakes

Back in August 1928, Alexander Fleming was anxious to go on vacation. So
much so that the Scottish biologist left a pile of dirty petri dishes stacked up in
his hospital lab. When he returned, most of the dishes had, of course, been con-
taminated, as you might expect. Fleming discarded most of the dishes in a vat
of Lysol, but when he came upon one containing staphylococcus, he hesitated.
The dish was covered in bacteria except where a blob of mold was growing.
Around the mold was an area free of bacteria, as if the mold had blocked the
bacteria from spreading. Fleming had a flash of insight that it could be used to
kill a wide range of bacteria, and from his “mistake” of leaving petri dishes out
during his vacation, penicillin, one of the most widely used antibiotics today,
was born.
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Today, “We need to encourage risk taking and learn from our mistakes” is
as common a sound bite from executives in the corporate world as the “We're
going to take it one game at a time” refrain echoed by athletes of every sport
around the globe. It's become popular, of course, because it’s true. The only
sure path to success in any endeavor is to tolerate and learn from failure, some-
times repeated failure. So it is with OKRs. We encourage you to embrace a spirit
of inquiry as you review your results each quarter. What at first glance may
appear to be an ignominious and frustrating failure of some sort could be cloak-
ing an innovation that will swiftly differentiate you from competitors.

Leaders Should Speak Last

In working with executives around the world, we've encountered a vast array
of personality traits and leadership styles, but in our experience one thing most
CEOs share in common is their stated desire to harness the wisdom of their sub-
ordinates when making decisions. We've lost count of how many times a CEO
has whispered to us just before the start of an important meeting: “I'm going to
just sit back and see what the team has to say.”

Whether they are consciously aware of it or not, this inclination to listen
before speaking has significant ramifications for the dynamics of the meeting.
Research has consistently demonstrated that if a leader contributes an idea
first, group members will often unwillingly follow suit, effectively ending
contemplation of alternative ideas.!? To phrase the effect of this much more
colloquially, “If something interests my boss, it fascinates me.” It’'s human
nature to feel the stifling influence of an executive’s comments and fall into
line behind them. Therefore, if you're a leader and wish to ensure that you are
gathering the best ideas available from your entire team, be sure to listen first
and speak later. The team will appreciate your careful consideration of their
thoughts and you can use the opportunity to weigh their input before reaching
and sharing your own conclusions.

UPDATING OKRs AT THE END OF THE QUARTER

The actual mechanics of OKRs creation are quite straightforward. At the
beginning of the year the company creates its highest-level set of OKRs. That
exercise may include both annual OKRs and more tactical quarterly OKRs.
These high-level “corporate” OKRs provide context for the connecting process
we described in detail in Chapter 4, in which business units, teams, and
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perhaps even individuals create their own OKRs which demonstrate their
contribution to overall strategy execution.

At the end of each quarter, OKRs are graded and new OKRs are then devel-
oped throughout the organization. As we noted in Chapter 3, some OKRs may
remain the same for several quarters, especially those identified as particularly
crucial in light of current strategic or operational challenges. You may also
carry forward any OKRs that you did not successfully achieve during the quar-
ter, those whose success is of ongoing strategic importance. Any OKRs you did
achieve will most likely be eliminated, updated with a new crop that once again
stretches the team to deliver its very best. Exhibit 5.1 provides a standard time-
line for the OKRs process.

SOFTWARE AND OKRs

Do you remember the Apple slogan from a 2010 commercial for the iPhone:
“There’s an app for that”? We're sure you do, as the phrase exploded right along
with the ever-increasing number of apps available in the app store. It became
such a part of popular culture that Apple eventually trademarked the phrase.
Well, not surprisingly, there’s an app for OKRs. Several of them, in fact. Not just
apps, but robust and sophisticated software packages that promise unprece-
dented access to, analysis of, and increased engagement from your OKRs pro-
gram. In this section of the chapter we’ll explore when to look for a software
tool and the requirements you must consider. Also, we'll furnish 20 questions
to ask before buying a solution.

When to Look for a Dedicated OKRs Tool

Although it is possible to launch your OKRs program while simultaneously
rolling out a dedicated OKRs software application, the vast majority of practi-
tioners begin by leveraging common productivity tools such as Microsoft Office.
If you are just starting with OKRs, we recommend a phased approach, conduct-
ing a search for a dedicated software solution to manage your OKRs only after
your organization has completed at least one full OKRs cycle. Getting through
your first cycle with familiar tools allows you to focus on learning about the
OKRs process itself, rather than tackling the learning curve associated with
a new software tool. However, in the long run, to make the system sustain-
able most organizations do feel the need to manage OKRs in a dedicated soft-
ware platform.
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The timeline below depicts a typical OKRs cycle that

repeats each quarter.
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EXHIBIT 5.1 OKRs Timeline
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Large organizations, including Google and Sears Holdings, have developed
proprietary systems for defining and tracking the OKRs of thousands of
employees. But what if you're not a Fortune 500 company, or don’t possess the
internal resources to develop an in-house solution? Based on our client work
and discussions with hundreds of managers who use OKRs, we feel that small
organizations, those with less than a hundred employees, may be well suited
to using existing software platforms such as Google Docs, MS Word, Excel, or
PowerPoint. As noted above, however, at a certain point, you may feel the need
for a more robust solution to capture and track OKRs. If and when that time
comes, begin by carefully documenting your requirements. Doing so will help
you quickly narrow your search to those vendors whose products are a good
match to your specific needs.

Determining Your Requirements for a Software Solution

In the sections that follow we've supplied a simple framework to assist you in
identifying requirements for a software solution. Our advice comes in the form
of five questions:

1. How many people will use the OKRs tool?

2. Do you want an OKRs tool designed primarily for executives, teams, or indi-
vidual contributors?

. Will you score OKRs based on entering predictive data, or progress-to-date?

. Do you want software that makes use of gamification?

5. Should your OKRs solution get everyone on a weekly cadence?

Bow

Let’s look at each in turn.

How Many People Will Use the OKRs Tool?

As with nearly any software category, different OKRs vendors target organi-
zations based on their size. Let’s divide the market into two categories: Large
and small/medium. Any organization with more than two thousand employ-
ees we'll classify as large. Small and medium-sized businesses are those between
a hundred and two thousand employees.

Large: Vendors attempting to sell OKRs applications to large organizations
may also sell to midsize companies, but typically not to very small firms (those
we identified above as numbering a hundred or less), unless there is a strategic
reason to acquire the customer. Software offered by vendors targeting large
firms is designed to accommodate thousands of users, and the engineering
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team proactively seeks to ensure the product is available on every platform
including mobile phones and even smart watches.

Small/ Medium: Vendors selling to small and medium-sized companies
will often sell to divisions of larger organizations but are, of course, happy to
work with organizations of limited size as well. Since these vendors themselves
are smaller, their products may not include every bell and whistle the larger
providers can offer. However, for smaller firms with tight fiscal constraints,
their software may offer the perfect match of functionality and price.

Do You Want an OKRs Tool Designed Primarily for Executives,
Teams, or Individual Contributors?

The software market is also stratified based on primary users of the system. Each
solution targets a different key user for the tool, typically skewing toward either
top leadership or individual contributors. When we ask vendors whom their
software is primarily designed for, they are very quick to answer. Some solutions
are clearly designed for the individual contributor, while others are geared for
the CEO. Still others may be configured chiefly for team leaders. Exhibit 5.2 out-
lines how tools designed for the CEO compare with those targeting teams and
individuals as key users.

Systems designed principally for the individual contributor seek to enable
workers to make measurable progress on goals, see how their goals connect to
the bigger picture, and increase employee engagement. Those intended primar-
ily for the CEO, however, may increase employee engagement, but are primarily
envisioned to reduce surprises and enable the CEO to take proactive actions
such as allocating resources based on early warning alerts. Tools designed for
teams strike a balance between the two other approaches.

Will You Score OKRs Based on Entering Predictive Data or
Progress-to-Date?

All OKRs tools we've analyzed require that users enter data to update status on
OKRs throughout the quarter. However, when you enter data about progress
on your OKRs, what do you wish to communicate? Do you want progress to
date or predictive data outlining expected results at the end of the quarter?

Historical data reflect past achievements and progress-to-date. For
example, if a user has created a key result to add 20 customers, and 10 are
added, the user may enter “50 percent complete” into the system (or may enter
“10 customers”) and the system automatically translates the input to a pro-
gress of 50 percent toward the target.
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The table below compares OKRs solutions designed primarily

for Executives, Teams, and Individuals

CONNECTING
OKRs

STRATEGY AND
EXECUTION

EXECUTIVES

* Executives and some
team leaders actively
use

+ individuals often
invited to opt in
after initial rollout

* Mostly top-down,
based on reporting

structure

TEAMS

* Executives likely to
use

= Team leaders and
some individuals
actively use

= Likely to balance
top-down and
bottom-up

= Equal emy
strategy and
execution

INDIVIDUALS

* Executives unlikely
to use the systemas a
management tool

= All employees
encouraged to define
OKRs on day one

« Emphasizes
bottom-up

= Focuses on execution

EXHIBIT 5.2 Primary Users of OKRs Solutions
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Predictive data reflects the latest forecast of future achievement levels. Each
time the users enter data, they are communicating the anticipated likelihood of
reaching the goal as set at the beginning of the period. The pros and cons of
historical and predictive user inputs are summarized in Exhibit 5.3.

Do You Want Software That Makes Use of Gamification?

Gamification is typically defined as the use of game mechanics and rewards
in a non-game setting. The goal is to increase engagement and drive desired
behaviors. Gaming is an immensely popular pursuit around the globe, even
with senior corporate executives. One study found that 61 percent of surveyed
CEOs, CFOs, and other senior leaders say they take daily game breaks at work.!!

The techniques employed in gamification include (but aren’t limited
to) providing users with goals to accomplish, awarding them with badges,
engaging them with competition, encouraging them to collaborate in teams,
giving them status by leveling up, and enabling them to earn points.'? Of
course none of this is new. Karate has long awarded different-colored belts as
a visible way to signal status. And “belts” are used in the workforce as part
of the Six Sigma methodology. Boy Scout badges and medals in the military
perform similar functions. And of course, chances are you're part of at least
one frequent flyer program, which have relied heavily on gaming elements
such as point accumulation, status, and leveling up. What has changed,
and made gamification a growing force, is the availability of big data that
enables businesses to harness these techniques in an elegant and cost-effective
manner.

Almost all software applies some form of gamification. Anyone who uses
LinkedIn to build a professional profile, for example, has experienced it. Users
receive feedback on their profile via a “percent complete” status bar. Each time
the user performs a desired behavior, such as loading a photo or adding a skill
to their profile, they are rewarded with percentage complete points. This is a
simple but powerful and well-designed use of gamification.

In fact, it’s so powerful that you might start worrying about whether your
LinkedIn profile is in fact complete. We just checked Ben's profile and found out
that he’s an “All-Star,” though the remaining progress in the circle is making
Ben wonder what he can do to make the entire circle blue. Since LinkedIn’s use
of gamification is impacting Ben and he feels inspired to do more, this appears
to be a good use of the technique.
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This table summarizes the pros and cons of entering historical

or predictive data to capture progress

HISTORICAL

HISTORICAL
AND PREDICTIVE

DESCRIPTION

* Users enter data that
reflects past
achievements and
progress to date

= Users enter
anticipated likelihood
of reaching the goal

= Users enter both
historical progress
and likelihood of
reaching the goal

* User experiences a
feeling of achieve-
ment and “winning
at work" when
consistently
updating progress

Encourages ongoing
companywide
prediction. Early
warning devices may
enable leadership to
take action when
progress is less than
expected

= Best of both worlds.
Users and manage-
ment can track ability
of users to forecast
over time

* If consistent progress
is not made, user may
feel discouraged.
Management may
not be sure how to
react to lack of
progress

Users may not feel the
gratification of
reporting progress on
goals. Highly variable
ability of users to
predict outcomes may
result in inconsistent
data quality

= Users may feel
entering in historical
progress and
predicted end state is
cumbersome

EXHIBIT 5.3 Data Entered into OKRs Solutions
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While we find this use of gamification somewhat valuable, others may see it
as distracting and confusing. Still others may seek more gamification. Perhaps
a feature that allows them to see how their profile stacks up against their peers,
for example. You need to be clear about your company’s attitude toward gam-
ification since some people will enthusiastically embrace it, while others may
consider it offensive to receive a virtual badge for taking certain actions in the
software system.

Software vendors in the OKRs space have varying approaches to gamifica-
tion, some incorporating only minimal “games” while others offer more exten-
sive game-like features. Each of the dozen or so solutions we've researched falls
into one of three categories.

Minimal gamification: A distraction is how these vendors generally view
gamification. Users may be able to flag goals as “green” or “on track” or “red,”
which equates to “not on track.” These are basically binary inputs. The systems
typically will not feature badges or reward systems for making progress.

Some gamification: These vendors see gamification as a strategic tool that
can be effective in some instances, but should be used sparingly. Systems in this
vector provide higher resolution inputs, providing users with more options to
define progress. They also may encourage frequent key result updates by mak-
ing it easy to see which were (and were not) recently updated. Finally, usage
metrics may be employed at this level of gaming, showing, for example, how
many times a key result has been viewed.

Extensive gamification: In this instance game techniques are expected to
drive behaviors such as defining key results, updating progress, and rewarding
high performers. Points, badges, and leveling up will all be employed in order
to drive goal achievement. OKRs may be scored using an automated system
that provides more points for more challenging or higher-priority goals.

Should Your OKRs Solution Get Everyone on a Weekly Cadence?

Once OKRs have been finalized, how often should performance be reviewed?
Daily, weekly, biweekly, monthly, or just whenever you feel like it? Do you want
to enable teams to review progress as often as they see fit or will you require
that every team update their OKRs on a weekly basis?

Some OKRs solutions totally ignore this question. Other solutions empha-
size a weekly cadence inspired by weekly status reports and team meetings. Yet
others offer features that encourage frequent updating but do not define a stan-
dard cadence. Should you choose to evaluate OKRs applications, we advise you
first to think about whether you'd like to require a standard cadence across
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the organization. Software with a minimal focus on cadence does not encour-
age users to adopt a review standard and update goal progress. These tools
may enable users to check a box in order to request reminders to update goal
progress on a weekly basis. The tools that are built on a weekly cadence require
all users to update status each week. They frequently include charts that visu-
alize progress on goals week over week.

Once you've considered requirements, it’s time to get on the phone and
start arranging product demonstrations with software vendors. We're sure
they’ll love to drive the product demonstration. However, we recommend
writing a list of questions that are important to you prior to the product demo
so that you can control the discussion. After all, it’s your money! So. ..

LET'S PLAY 20 QUESTIONS!

Although we recommend starting with simple tools that your employees are
currently familiar with, such as MS Office, at some point in your OKRs journey
you're likely to consider a dedicated software tool. With the use of OKRs spread-
ing quickly to organizations of all sizes around the globe, dozens of sophisticated
software solutions are emerging to manage the framework.

Armed with hands-on experience using OKRs for at least one cycle, and
having cataloged your rough requirements for a potential dedicated OKRs plat-
form, you're ready to craft a list of key questions you'll want answered during
your initial solution demo. We've created the following queries with the help of
OKRs software users, vendors, and prospective buyers:

1. Does the software support bottom-up origination of OKRs as well as

top-down processes to connect OKRs?

2. Can OKRs cross teams to enable horizontal alignment or identify
cross-team dependencies? Or, does the system require OKRs be connected
only to higher-level OKRs?

. Does the system allow you to visualize how OKRs connect?

4. Does it include social features that permit colleagues to add comments to

OKRs that they don’t manage?

5. Is your OKRs deployment optional for employees or does the software

agreement specify that all employees must purchase a license?

6. Can you update and access OKRs from a mobile device?

7. How does the system encourage users to define and update scores for key

results?

w
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8.

10.

11.

12.

13.

14.

15.

16.

17.

18.

19.

20.

Managing with OKRs

Can you click a button to create a summary report detailing a team or indi-
vidual’s progress on OKRs that can be used to inform a performance review
meeting?

. Does the tool include a dashboard that can be used to present and summa-

rize progress on OKRs at a board meeting?

Does the OKRs software allow users to enter anything for a key result or
is there technology that ensures key results are measurable and have a set
timeframe?

What kind of OKRs coaching services and support does the software vendor
recommend or provide?

Does the software support all five types of key results (i.e., baseline metric,
positive target metric, negative target metric, threshold target metric, and
milestone)?

Does the system have a “draft mode” whereby users can enter their OKRs
but not make them visible until finalized?

Does the system support Single Sign On (SSO) or does it require the user to
memorize a password in order to login?

System of record data integration: Can data be extracted from external
systems such as a CRM (e.g., Salesforce.com), general ledger (e.g., Oracle
Financials), or a business intelligence tool (e.g., Information Builders) to
automatically populate standard metrics that are already tracked in a
system of record?

How easy is it to add or remove an employee? Does this require technical
support from the vendor?

Does the system keep track of OKRs from prior time periods so that users
can go back and compare current OKRs to prior OKRs?

What type of information or metric is the tool capturing? Do users enter
historical progress to date, predictive scores, or both?

Does the system enable individuals to assign a standard status to key results
(e.g., “on track” could be green, “behind” may be red) or does the software
system automatically indicate the status?

What gamification elements does the software provide?

NOTES

. Portions of this section are based on material in Christina Wodtke, Radical

Focus: Achieving Your Most Important Goals with Objectives and Key Results
(cwodtke.com, 2016).
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CHAPTER SIX

Making OKRs Sustainable

DON'T THINK OF OKRs AS A PROJECT

When you think of the word project, what comes to mind? Probably something
along the lines of a planned undertaking utilizing both human and financial
resources that has a defined beginning, finite scope, and anticipated end date. In
the corporate world, projects—sometimes referred to as initiatives—typically
reflect all of those characteristics, and are a common accompaniment to your
daily work life.

OKRs reflect many of the attributes noted above, with the primary excep-
tion of one, and that is “anticipated end date.” Your OKRs program will have
to begin on some unique day, it will entail the use of financial and human
resources, and the implementation will be carefully planned. What you should
not do, however, is assign an anticipated end date. Projects come to a natural
end, whether successfully completed or not; at some point the endeavor is
terminated. OKRs on the other hand should be ingrained in your culture, and
ultimately become part of the way you do business on an ongoing basis.

An OKRs implementation is never really complete because your business
is never finished. Is there ever a point at which you can confidently declare
victory? A glorious day when you've vanquished your competitors far and
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wide, achieved complete domination of the market, and surpassed all of your
customers’ wildest hopes and expectations? Of course not, because the envi-
ronment in which you operate is constantly shifting under your feet. Macro
elements such as the overall state of the economy and the political landscape
will impact your decision making and success, while closer to home the effects
of competition, your ability to master core processes, attract the right talent,
leverage the latest technology, and a host of other issues will necessitate
constant strategic course corrections. Your partner in this sometimes per-
ilous, always challenging, journey should be OKRs. As conditions inevitably
change, your OKRs must reflect the fluctuating reality in which you work,
providing a compass of sorts for employees to ensure that, while there may
be uncertainty, everyone is focused on the most important goals to move the
business forward.

Someone once asked the prolific British playwright, novelist, and short
story writer Somerset Maugham if he wrote on a schedule, or only when
inspiration struck. Maugham replied, “I write when inspiration strikes. Fortu-
nately, it strikes every morning at nine o’clock sharp.”! That is a quintessential
example of commitment and the discipline it takes to do something well. The
same applies to your OKRs program. Creating OKRs can be arduous, especially
if your organization has no history of goal setting. Ensuring there is alignment
throughout the company is also challenging. But perhaps most difficult of
all is finding the energy and requisite passion, when faced with the constant
whirlwind that is modern business, to keep using the system day in, day out,
week in, week out, and quarter in and quarter out. However, with every OKR
cycle you're building a skill, one of learning and insight, and as you continue
the process with rigor the revolutions of the flywheel come faster and the odds
of success accelerate rapidly. Stick with it!

WHO OWNS THE OKRs PROCESS?

We hope the previous section convinced you that OKRs should never be con-
sidered a temporary project, but must instead be embroidered into the fabric of
your culture. One of the ways to imbed the process is to designate just a couple
of key ownership roles, which are discussed in the paragraphs that follow.

In Chapter 2 we argued that executive sponsorship is an absolute must for
any change initiative, OKRs included. Therefore, the first role that needs filling
is that of executive sponsor. Ideally, your CEO will assume this responsibility,
but in their absence any member of the C-suite will suffice. What matters in
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the end is having a senior executive who is willing to vocally advocate for and
support the OKRs implementation from its humble beginnings as just another
good idea, through the rocky shoals when momentum stalls and doubt creeps
in, to the promised land of a process fully ingrained as part of your management
practices.

Regardless of the nature of a change initiative, the sponsoring executive
must have a partner. We'll term this person the OKRs champion. The champion
works at the front edges of the implementation, working with those impacted,
liaising with consultants if necessary, and providing logistical support. Perhaps
the champion’s most important function is that of in-house OKRs expert.
When team members have a question on the theoretical or practical aspects
of the model, it's the champion’s number they’ll dial. This individual will be
an indispensable ingredient to OKRs success. Someone with a background
in OKRs is obviously an attractive candidate for the role, but we believe a
superior trait is enthusiasm. Find someone for whom the passion of OKRs
burns bright—someone who instantly grasps the potential of the model and
is anxious to share it with colleagues. The champion is typically a mid-level
manager who is gifted with exceptional communication skills and enjoys
credibility throughout the organization. Expect the champion to devote 50 (or
perhaps a little more) percent of their time during the 3- to 5-week period when
OKRs are scored for one period and created for the next. In the intervening
time their commitment, depending on how you decide to structure the role,
will likely entail just a few hours per week.

One final consideration is where to “house” the OKRs process. Should
it be a denizen of the finance function? HR? Strategy? Operations? When
we researched this topic and shared notes on our findings and personal
experiences, no single corporate office predominated. For some the finance
group, which often serves as the reporting hub of the organization, assumed
ownership of OKRs. For others it was HR. Still others housed OKRs under the
strategy mantle. In the end the name on the door doesn’t matter so much as a
commitment to the principles embodied by OKRs. Having said that, it’s imper-
ative to avoid a situation in which one single department is seen as driving the
OKRs process to the exclusion of any other groups. The last thing you want is
people thinking or saying: “OKRs are just an HR thing,” or “Finance is shoving
OKRs down our throat.” While one group may ultimately be recognized as the
custodian of OKRs, there must be a shared belief throughout the organization
as to the value of OKRs. You're looking for a home in which the executive
sponsor believes in the merits of OKRs and is willing to support, develop, and
constantly evangelize the tool.
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OKRs AND PERFORMANCE REVIEWS

In his book High Output Management, the father of OKRs, Andy Grove, devotes
an entire chapter to the topic of performance reviews.? He begins it by posing a
basic question to a group of his managers: Imagine yourself to be a supervisor
giving a review to a subordinate. What are you feeling as you're doing this?
The responses were telling: anger, anxiety, guilt, discomfort, embarrassment,
and frustration were frequently mentioned. Next, he asked the group to think
back to some of the reviews they had received and what, if anything, was wrong
with them. They were only too happy to oblige and quickly rattled off a number
of shortcomings, including comments that were too general, mixed messages,
poor feedback on how to improve, and only recent work considered.

In our experience, few corporate relics are as quick to produce eye rolls
and grimaces as the not so esteemed topic of performance reviews. They're a
required activity in virtually all organizations, large and small, yet as a recent
survey from Deloitte discovered, 58 percent of managers feel they don’t serve
their purpose well.> Outlined below are just some of the criticisms aimed at
performance reviews. Most are general in nature, but one is directly related
to OKRs:

Performance reviews focus on the past: Most reviews dwell almost exclusively
on goals set in the past, often the distant past. By the time an employee and
manager sit to discuss the goals they’'ve become stale and largely irrelevant.
As you know, performance isn't an annual event, it fluctuates; based on
changesin the field and required adjustments. Performance reviews should
reflect the dynamic nature of business.

They are susceptible to biases: When we meet with our boss to go over our
performance, it's an emotionally charged experience for both parties.
And, unwittingly we're both bringing unconscious biases to the meeting
that will likely increase the emotional tension even more. The person
being reviewed will in all probability fall prey to the effects of “illusory
superiority.” English translation: We all think we're above average. But
when we're reviewed, and undoubtedly criticized, that unexamined and
invisible self-perception of superiority is challenged, leading to frustration
and alienation. On the other side of the desk is the reviewer, who is the
unsuspecting sufferer of “idiosyncratic rater effect.” Another English
translation: When reviewers rate qualities such as “potential” (which
often surface in a review), they are driven not so much by who you are,
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but more by their own idiosyncrasies: How they define potential, how
much they think you have, and how tough a rater they generally are.
Studies show that as much as 61 percent of a rating is a reflection of
the reviewer and not the person being reviewed.* Little wonder Grove
heard adjectives like frustration, anger, and anxiety when he asked about
performance reviews.

They are an enormous time drain: We mentioned a Deloitte study on the effec-
tiveness of reviews above, and we're wondering if they included themselves
in the research. We ask because the company determined it was spend-
ing around 2 million hours a year on performance reviews. And, no, it
wasn’t time well spent holding frequent one-on-ones to provide fast feed-
back and learning to employees. Rather, it consisted of primarily bureau-
cratic headaches such as filling in forms, holding meetings, and deciding
on ratings. No organization has the luxury of devoting time to pushing
paper while ignoring the feedback employees need and crave.

Linked to OKRs, they can produce sandbagging: As we've discussed through-
out the book, OKRs are designed to tug at the edges of organizational
capacity, stretching people to deliver their very best. Linking OKRs to
performance reviews holds the very real potential to diminish this most
vital of the tool’s attributes. It's simple human nature; if you know
that your next job, a tantalizing new project, or even a bonus or raise
(something we'll cover a bit later) hinges on your ability to meet OKR
targets, then of course you're going to scale back on your aspirations and
avoid unnecessary risks. Who wouldn’t? Our intention is not to impugn
you or your team'’s integrity with that assertion; it's a simple matter of
self-preservation. But even those bold enough to aim high and take risks
when setting OKRs will ultimately suffer if, despite deploying Herculean
efforts, they fall short and therefore must suffer the consequences in a
formal review. It is for this reason that the vast majority of organizations
we've worked with, studied, and spoken with do not formally align OKRs
with performance reviews.

The purpose of this section is not to vilify the performance review process,
although it has been widely pilloried in the business literature for some time
now, and a number of high profile companies, including Accenture, Adobe,
and the aforementioned Deloitte are eliminating them in favor of tools that
provide more frequent feedback.’ In fact, when performed with diligence and
care, performance reviews remain a valuable exercise for both reviewer and
employee. Andy Grove acknowledged this when he said, “The fact is that giving
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such reviews is the single most important form of task-relevant feedback we
as supervisors can provide.”® What is necessary, given the current realities of
both the workforce and the business environment, is a fundamental alerting
of the seemingly antiquated process.

One very positive development, that has ramifications for the use of OKRs,
is the transition underway in many leading companies from stale, end of year
performance reviews to real-time tracking, coaching, and mentoring that
seeks to constantly shape an employee’s development. Rather than doling
out praise or criticism in one big bureaucratic chunk at the end of the year,
organizations are now encouraging regular feedback between employees and
managers, fostering an ongoing dialog designed to accelerate skill develop-
ment and minimize the debilitating impact of festering poor performance.
OKRs, with their quarterly cadence, beautifully facilitate this tempo of review,
allowing managers to regularly assess a contributor’s performance and offer
feedback on a much more timely basis. Additionally, our dramatically shifting
workforce demographics support this evolution, as 79 percent of millennials
state that they want their bosses to serve as a coach or a mentor.”

Even if yours is one of the enlightened organizations moving to more fre-
quent one-on-one conversations between managers and employees, we don’t
recommend formally linking OKRs to the process. The potential downside
of “sandbagging” through weak targets outweighs the benefits conveyed by
using OKRs to judge performance. However, because OKRs operate on a more
frequent cadence and ideally represent what is most important to the company,
they should set context for, and inform, the frequent one-on-ones between
employees and managers. Once again, as we've done several times in the book,
we can refer to the groundbreaking work of Peter Drucker on this topic. He
recommended employees write what he referred to as a manager’s letter. In the
letter, the employee begins by defining the objectives of his superior’s job, and
of his own job as he views them. Next, he outlines the performance standards
he believes are being applied to him. He then documents the things he must do
to attain those standards of performance, and lists any potential obstacles in
his path. The letter also includes an inventory of things the company does to
assist him in his efforts, and the items that hamper him. Finally, he drafts what
he proposes to do the next year to meet his goals. If the superior accepts the
letter it becomes the charter under which they operate.®

We can draw on the essence of Drucker’s manager’s letter to outline a
number of items that you can use in order to ensure OKRs—while not directly
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linked to—are informing your performance reviews. We'll pose them in the
form of questions an employee can answer before and/or during the review:

What are the company’s OKRs? This provides an opportunity to ensure
the employee is aware of, and understands the nature of, the highest level
OKRs.

Which key results do you feel you contributed to the most, and how did you
do so?

Which of your team’s OKRs did you help define?

Which of your team’s OKRs did you contribute to, and how?

How did you apply what you learned from last quarter's OKRs to the
present quarter?

If you're holding regular status meetings and have been diligent in report-
ing results, compiling responses to these questions shouldn’t be a burden for
any employee, and it will go a long way in enabling a productive dialog on
performance.

OKRs AND INCENTIVE COMPENSATION

Let us ask you perhaps the single most fundamental question possible: Why
do you work? Are you motivated by the challenge of exceeding expectations,
the fulfillment derived from cracking what was considered an inscrutable
problem? Or, does your drive stem primarily from collecting a fair salary and
perhaps a monetary bonus for reaching previously negotiated targets? That
doesn’t make you a bad person. After all, you have to put food on the table and
try to squirrel away a few dollars each month for retirement and your kids’
college funds.

The basic principle in play here, one we're confident you're aware of as it
has been the subject of intense inquiry for literally decades, is intrinsic versus
extrinsic motivation. The former, pursuing an activity for the inherent joy it
brings, may produce fulfillment and a sense of pride, while the latter, engaging
in a task to receive promised rewards, holds the possibility of sharpening our
focus on what must be done in order to succeed. Most of the academic research
on the subject suggests that extrinsic (incentive-based) rewards have the net
effect of reducing intrinsic motivation, and actually lowering performance.
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Author Daniel Pink in his popular book Drive supports this theory, noting
the potential unintended consequences of employing monetary incentives,
including extinguishing intrinsic motivation, lessening performance, dimin-
ishing creativity, encouraging unethical behavior, and fostering short-term
thinking.’

The debilitating effects of extrinsic rewards seem particularly caustic to
endeavors requiring creativity and innovation, which of course every business
in the world relies on for success. So, given the apparently overwhelming evi-
dence condemning the use of extrinsic rewards, how popular are they in actual
practice? In a word: extremely. In one recent study of incentive pay practices,
the researchers reported that 99 percent of organizations surveyed used some
form of short-term incentive program to reward employees.1°

Pros and Cons of Linking Incentives to OKRs

As aleader using OKRs to drive focus and alignment on what matters most, you
face an important decision: In spite of the findings presented in most research
on motivation, should you link incentive compensation to the achievement of
key result targets? In the following lists we've laid out some of the pros and cons
of each alternative. Let’s start with the pros, why you might consider making
the link from OKRs to incentives.

Laser-like focus on goals: This is the obvious and most significant benefit of
aligning bonus plans with OKRs. You'll ensure everyone covered by the
plan is not only aware of your OKRs, but will likely become obsessed with
their achievement should the carrot you dangle be sizable enough.

Honor perceived fairness: Research has demonstrated that when employees
impacted by downsizing understand that the decision was made fairly
they are much less likely to hold negative feelings such as anger and
frustration.!! Fairness is a virtue we all cling to and rely on in our lives,
from our days swinging on the jungle gym with our playmates as kids
to our time in corporate meeting rooms attempting to understand why
a strategic decision is being made. Living in a world that appears unfair
affects people’s cortisol levels, their well-being, and even their longevity. If
your organization preaches teamwork, for example, and holds employees
accountable with OKRs that stress working collaboratively, yet all mon-
etary rewards are derived from profits, you can be sure this will set off
unfairness alarm bells in everyone affected, leading to frustration, disen-
chantment, and lower engagement with both OKRs and the organization.
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When you link OKRs with compensation it may appear to employees that
their discretionary efforts are fairly aligned with potential rewards.
Simplicity: We've both worked with, and been part of, organizations whose
incentive compensation schemes are so bewildering and complicated
they make a tax form look simple by comparison. By connecting OKRs
and incentives you draw a straightforward and clear line of sight from
the vital enablers of strategy execution to the monetary prizes that await
high performance. There is little to no guesswork involved; everyone
understands at the outset what he or she must accomplish in order to
receive a bonus.

Now let’s look at the other side of the incentive coin, considering some of
the potential cons of tying bonuses to OKRs:

Sandbagging: Yes, our old nemesis rears its ugly head once again. As with
performance reviews, the greatest risk in aligning incentives with OKRs
is that employees, potentially even star performers, will negotiate easy to
accomplish goals in order to pad their pockets at the expense of the orga-
nization'’s success, sacrificing untold value that slips away as a result of
their modest targets. Ironically, sandbagging is the “evil twin” of perceived
fairness noted in the Pros section. Employees who witness peers receiving
fat bonus checks for mediocre accomplishments will surely, and justifiably,
cry foul.

Reduces the likelihood of “leading” indicators: Consider a sales rep whose OKRs
are focused exclusively on deals closed and revenue generated. This per-
son may recognize that certain selling skills are lacking in his team, but
does he then take time away from meeting with customers and selling in
order to create and administer a training program that will likely only pro-
duce results in some distant period? Of course it depends on the individual,
but probability suggests he would not, simply because sacrificing the time
could potentially reduce his bonus in the current period. Training may
be vital to his team and the company’s ongoing success, but perversely,
because of the OKR/incentive link in the short-term he is not incented to
act in the long-term best interests of either.

Could be inconsistent with new business realities: We noted earlier that
extrinsic rewards (such as incentive compensation) may be particularly
harmful when associated with tasks requiring creativity and innovation.
Stanford professors Jeffrey Pfeffer and Robert Sutton concur, positing that
when work is complex and requires collaboration, incentive compensation
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may prove ineffective.!2 We've previously noted (way back in Chapter 1)
the changing landscape of organizations, along with the rise of teams that
are formed to address specific business problems, and once the challenge
has been successively resolved, the team disbands and its members are
reassigned to other squads. Thus, as organizations continue to adapt
their structures, incentive compensation may hamper rather than assist a
smooth transition.

Case Studies and Client Experiences

The OKRs field, when examined from an academic perspective, is still rela-
tively nascent. Therefore, it’s difficult to point to validated research on any
OKRs-related topic that advocates one course of action as absolutely correct
in all circumstances. However, what literature that does exist on the topic of
linking incentives to results is clear in its admonition: Don't do it. Virtually all
of the case study companies you'll hear from in Chapter 7 have avoided the
link, as have the vast majority of clients we've worked with around the globe.
Having said that, we can’t say with certainty that you should not make the
connection at your firm. The old cliché is true: Every company is different, and
what doesn’t work at another company may be perfectly suited for the culture
and business practices you've fostered.

From our client work, we've observed some organizations that allocate a
small percentage of an employee’s potential bonus (typically between 10 and 20
percent) to a more subjective and discretionary “Use of OKRs” component. For
example, an employee who was initially reluctant to engage with OKRs but later
became a champion and regularly updated progress at team meetings might
receive the full discretionary component of the bonus. Conversely, an employee
who, after being advised not to create multiple key results, goes on to create a
list of 20, vastly overextending himself in the process and clearly not adhering
to the spirit of OKRs, may not receive any of the bonus.

If you do determine a bond between OKRs and incentives is appropriate, we
urge you to carefully consider the timing aspect of the link. While you might be
eager to unite pay and performance, OKRs, like any change initiative, require
the ascent of alearning curve, and you can be sure there will be bugs in the sys-
tem you'll want to work out during your initial foray into the framework. We
suggest you perform several OKR cycles, ironing out the kinks in your imple-
mentation as it were, before tying incentives to results.

Whether OKRs figure in the equation or not, it's overwhelmingly likely
that some form of incentive system resides in your company. Similar to our
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suggestion in the examination of performance reviews, you might consider
including OKRs as part of the discussion that informs any cash awards you do
allocate to your employees.

The conversation will include not only the percentage of OKRs achieved,
but also the degree of difficulty associated with each. Subjectivity is unavoidable
whenever judgment is involved, but by at least “loosely coupling” OKRs to the
compensation process, you're honoring your commitment to the program and
demonstrating to employees that it is an important piece of their success.

TOP 10 OKRs ISSUES

Throughout this book, we've done our best to provide a comprehensive
guide, outlining what it takes to successfully implement objectives and key
results. We're confident that if you follow the advice offered in these pages,
your organization will be able to avoid the hazards that inevitably appear
as part of any change-related initiative. However, based on our experiences
and extensive research, there are a number of issues that are so pervasive
we feel they warrant additional attention before you launch your campaign.
Listed here are our top 10 OKRs issues. We've broken them down into three
chronological sections: Before you begin creating OKRs, developing OKRs, and
once you've created OKRs.

Issues to Consider Before You Begin Creating OKRs
Understanding Why You Are Implementing OKRs

This topic was covered in Chapter 2. However, because we've witnessed the
debilitating impact of no guiding rationale for an OKRs program so many times,
it merited a place on our roster of the top ten issues.

OKRs are quite prevalent in Silicon Valley, but the tool is quickly emerging
on the global stage as well (as you'll see from some of the case study companies
profiled in Chapter 7). As the framework continues to ascend in popularity you
can be certain it will reach the radar screens of companies large and small in
virtually all industries that have heard of the many benefits it confers and are
anxious to claim them for themselves. But before embarking on this journey,
you must determine why OKRs are right for you at this moment in your history.
Penicillin is unquestionably a good thing, but we're not going to administer it
to ourselves everyday just because we know it has health benefits. There has to
be a specific reason to utilize it. We're stretching the analogy somewhat, butit’s
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the same for your OKRs. The tool in and of itself is a positive device (who would
argue with the value of setting ambitious goals to focus and drive alignment?),
but unless you know why you're using it you're unlikely to achieve the benefits
it offers.

Today's employees are overwhelmed with data points and other stimuli
at home, at work, and with the rise of smart phones, watches, and Fitbits,
increasingly at play. To separate the signal from the often cacophonous noise
requires a filter dedicated to determining why some things should enter your
cognitive space and others be denied entry. It is incumbent on you, as a leader,
to impart that signal and clearly articulate why OKRs are the appropriate
tool to enhance your business right now. Without a clear rationale, OKRs risk
suffering the ignominious fate of being just another “flash in the pan,” “This
too shall pass” initiative that most employees will blithely ignore.

Obtaining Executive Sponsorship

A detailed review of this critical enabler was also supplied in Chapter 2, includ-
ing a number of suggestions on how to influence sponsorship. We encourage
you to review those carefully should you feel a lack of executive support is
present as you begin your OKRs implementation.

As we discussed earlier in the chapter, OKRs should not be considered a
finite project, but must be considered a dynamic and fluid approach to man-
agement, helping you surf the waves of change that flow towards any business.
Given that OKRs are intended to be by your side for the long-term, the imple-
mentation involves many stages. First you develop (perhaps, depending on your
particular rollout plan) high-level OKRs. Later you connect to groups through-
out the enterprise. You establish a reporting rhythm to ensure OKRs become
part of the heartbeat of the operation, and down the line you may devise meth-
ods to cleverly align the tool with performance reviews, compensation, bud-
gets, and other key processes inherent in running any business. The common
thread running through all of these disparate events is the necessity of execu-
tive sponsorship. Without an enthusiastic leader present at every juncture, the
effort can quickly lose momentum and eventually stall out altogether. Ambiva-
lence cloaked in faint support won't cut it. Simply put, nothing substitutes for
a devoted and knowledgeable executive leading the charge.

Providing OKRs Training

One of the questions we're most asked by newcomers to OKRs is: “What is the
difference between this model and other corporate performance management
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tools?” There are a number of differences of course, but one of the first things
we mention is the model’s relative simplicity and ease of understanding. When
we say simple, we certainly aren’t implying simplistic, but rather noting a key
benefit of OKRs, which is that the general concepts can be grasped quickly, and
that is an enormous advantage when it comes time for implementation.

Relative simplicity can prove to be a double-edged sword, however. Some
organizations will be introduced to the topic and feel it is so straightforward that
no training is required for employees who will soon be using the tool to manage
their businesses. It’s as if they rely on managers to somehow magically know
how to define great OKRs from the start. It is conceivable that a small portion
of leaders may not need any OKRs training. They may have used OKRs previ-
ously or be endowed with excellent critical thinking skills that enable them to
intuitively know how to communicate effectively and ensure everyone is help-
ing shape the direction of the team. But chances are, most people will either be
new to the model or not be graced with the genetic disposition to take to it nat-
urally. Therefore, we recommend training all of your staff on the fundamentals
of the approach prior to creating any OKRs. Doing so serves a number of pur-
poses. Practically, it allows for a level playing field of knowledge, ensuring there
is a shared understanding of what OKRs are, and what they are not. Training
is also akin to planting a seed that will soon blossom into the flower of more
effective, well thought out, and strategic OKRs.

Ensuring There Is a Strategy in Place

Very early in the book we noted global executives’ obsession with strategy
execution. As you'll recall, we cited a recent survey of 400 leaders in which
execution topped a list of some eighty items in importance. We're going to go
out on a limb, but not venture very far out, in assuming that if you're reading
this book, execution is important to you as well. If that’s the case, there is an
inherent assumption that you currently have a strategy in place. After all, how
can you possibly execute something that doesn't exist?

Sadly, however, many organizations don’t have a true strategy in place.
They may have some ideas floating around in the head of their CEO, or corpo-
rate values gracing framed posters in the foyer, but that’s not strategy. Strategy
entails the articulation and communication of fundamental business priorities,
such as Who are our Customers (target markets)? What do we sell (must have
a core offering)? And, why will customers buy from us (value proposition)?

You can develop OKRs without the aid of a strategy in place, but what you
create is a very shallow imitation of what the model can potentially offer. The
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principal benefit of having a strategy to draw from before you develop OKRs is
context. The strategy provides a lens through which to judge each and every
objective and key result from top to bottom throughout the company. If the
OKRs being recommended don’t in some way move you closer to the execu-
tion of your strategy, while they may provide a quick operational boost, in the
long run they won't lead to sustainable success.

Issues to Consider When Creating OKRs
Setting Quantitative Objectives

We've included this as our first of the “when creating OKRs” issues because
of its fundamental nature. Plato once observed, “The beginning is the most
important part of any work.” And so it is with OKRs. Getting off to a good start
is vital, and to do so you must master the fundamentals of the model, one of
which states that objectives are aspirational and not quantitative. Objectives are
meant to inspire the team, capturing their shared imagination and propelling
them to new heights. Numbers come later, when we gauge success with key
results. If you miss or ignore this distinction and begin your work by creating
objectives that are basically metrics themselves you'll immediately create con-
fusion and greatly hamper the odds of a successful implementation.

Avoiding All “Top-Down” OKRs

OKR rookies will often make the mistake of copying company-level key results
and establishing them as their objectives. In some isolated cases, this could
be appropriate, but for the most part, OKRs should be as much a bottom-up
as top-down effort. If you're running a department or business unit your
OKRs should connect to those of the group to whom you report, but signal
your unique contribution to overall success. Copying and pasting OKRs stifles
creativity and substantially reduces the chance of driving alignment through
the organization.

Addressing Problems with Key Results

That’s a very broad description, we know, but it serves as an umbrella for a
number of problems we see with key results, including:

Too many: There is an old story from Mark Twain that is possibly apoc-
ryphal, but a fitting preface to this discussion. As the tale goes, Twain wrote
a long letter to a friend that opened with the line, “I tried to write a short
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letter, but it was too hard so I wrote a long one.” When it comes to key
results, we're all like Mark Twain. We'd like to confine them to a short list
but often that'’s too difficult, so we end up recording every possible metric
we can brainstorm. Of course that approach is in complete contradiction
with the spirit of OKRs, which demand a focus on the critical few enablers
of success.

Poor quality: This includes key results that are poorly defined, ambiguous,
or difficult to understand and act on. One quick test: If you have more than
one acronym in a key result it may be time to reconsider it.

An abundance of milestone key results: Milestone key results can often add
value within a broader set of OKRs. However, if all your key results are of the
milestone variety, with no metrics to actually help you keep score, you're
defeating the purpose of the OKRs process, which focuses on results and
not tasks.

Using Consistent Scoring Systems

We recommend a simple system consisting of four scores: 0, 0.3, 0.7, and 1.0.
That is our advice, but it’s totally acceptable if your organization adopts a differ-
ent system. However, the system you agree on must be the same for every team.
We've encountered organizations that, for example, allow some teams to score
OKRs, while others don’t. Some teams use color-coding, while others rely on
numerical values. Predictive scoring is employed by some, progress to date by
others. The last thing you want is a patchwork quilt of scoring. It drives incon-
sistency, confusion, and frustration. Leadership must choose a single scoring
system, clearly define it, and then use it consistently throughout the organi-
zation. This will create the most effective learning experience and avoid the
inescapable confusion that emerges from disparate scoring systems.

Issues to Consider Once OKRs Have Been Created
Avoiding the “Set It and Forget It” Syndrome

If you set OKRs and then act as if it were a one-time exercise that you revisit at
the end of the quarter, you're missing out on the ongoing discipline component
of the process that we noted in our original definition of OKRs. By neglecting to
review and discuss OKRs progress throughout the quarter, we'd argue that by
definition, you're not actually utilizing OKRs in their intended manner, which
isto serve as a dynamic real-time learning aid. One surefire way to avoid the set
it and forget it trap is to commit to both the Monday meetings and mid-quarter
check-ins we discussed in Chapter 5.
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Failing to Connect OKRs to Drive Alignment

If yours is a very small organization, or you represent one business unit in a
larger entity, then a single set of OKRs may be sufficient for guiding the actions
of your entire workforce. Organizations of any appreciable size, however, should
endeavor to connect OKRs up, down, and across the enterprise to gain the expo-
nential benefits from having your entire employee base focused on distinct but
aligned goals.

Front-line employees are often so far removed from high-level strategy that
a corporate set of OKRs, while providing a modicum of guidance, does little to
spearhead daily activities. Our belief, based on empirical research, experience,
and plain old common sense, is that most people want to make a difference, to
contribute to the greater purpose embodied in the organization’s mission. Con-
necting OKRs unleashes employee creativity and allows you to harness the only
known power source we'll never exhaust: brain power.

HOW NOT TO IMPLEMENT OKRs... AND WHERE
CONSULTANTS CAN HELP

If you're a business leader responsible for shepherding the implementation
of OKRs in your organization, after reading this book you might think, “This
seems pretty straightforward, I can hammer our OKRs out over the weekend.”
Let’s say you do that. On Sunday night after getting the kids to bed you sit
down, maybe with a cup of coffee (or something stronger) and draft what
you think are the perfect set of OKRs. Monday morning rolls around and
you announce them to your team. Depending on your unique style you
may note that the OKRs reflect intense deliberation on your part and are
therefore basically set in stone, or you act in a more benevolent fashion and
invite comments. Either way the message is pretty clear: I'm the leader, here
are the OKRs, any questions? We doubt any hands will spring into the air.
Your team is defensive from the start and you've failed to take advantage
of one of the system’s chief benefits: receiving bottom-up input in creating
effective OKRs.

The story above is of the extreme variety and we don’t expect you would
actually engage in that sort of behavior . . . would you? In practice, a more likely
scenario when developing your initial OKRs is for the team leader to, rather
than unilaterally set the OKRs, facilitate the creation process with no outside
assistance. We understand and applaud your enthusiasm and commitment to
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be directly involved by leading the facilitation process, but believe it’s a bad idea
for a number of reasons:

1. Roles quickly blur. Are you a facilitator, a participant, or both? Your answer
will greatly impact how you act in the workshops.

2. We all fall prey to unconscious biases, and without knowing it’s possible
you may steer the discussion of OKRs in a direction that reflects your own
thinking, rather than collecting input from, and synthesizing the collective
wisdom of, your team. You may feel great after the meeting (“Those OKRs
are terrific!”), but your team, who had no say in what was crafted, will likely
be grumbling (or worse) about how OKRs are just another way of dishing
out more work.

3. The team loses your valuable input as a leader and arbiter of key decisions.
Your role as a leader is to weigh the opinions of the team, and when dis-
agreement fogs the air, use your professional judgment and experience to
render a well thought out decision.

If going it alone isn’t the answer, then what is? It’s difficult to not sound
self-serving as we write this because we are consultants. However, we're
convinced that a well-trained and experienced consultant can add tremendous
value to, and rapidly accelerate the success of, your OKRs implementa-
tion.!3 Especially if you're new to OKRs, a consultant brings something you
simply don’t possess at this time: implementation experience and proven
methodologies for completing the work in a timely fashion.

Consultants also offer objective advice. As a neutral facilitator or naive
coach, someone who is not an expert on the team’s work and therefore not
immersed in the minutia of what keeps the team up at night, a consultant
can pose questions that often unearth basic assumptions, forcing everyone
to take a step back and revisit their core mental models. Finally, consul-
tants offer a quality sometimes in short supply during an implementation
period—credibility. It's a sad but undeniable fact that senior management may
be more receptive to OKRs when they are co-developed by an outside expert
with legitimate bona fides in the field.

Should you feel a consultant’s assistance may be right for your OKRs work,
here are a number of factors to consider when selecting a firm or individual:

OKRs experience: As OKRs continue to make their way into the mainstream
of strategy execution and performance management they will undoubtedly
draw the attention of consulting firms large and small, eager to capitalize
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on a growing trend and potential source of untapped revenue. You may
think step one for you, as a client, is to discuss a prospective consultant’s
track record of success, but we actually see that as the second step. Your
first order of business is to ensure their definition of OKRs and yours are
consistent. Again, as the tool rises in prominence you can expect more and
more firms to offer OKRs services. But are they really OKRs? They may
be peddling not-so sophisticated dashboards, KPIs masquerading as OKRs,
or an irrelevant software solution. Ensure their working definition of the
framework is in alignment with your expectations. With that condition
satisfied, you can examine their past client engagements to determine how
they work, typical scope, and of course, how their clients have benefited
from their intervention.

Look for a range of skills: Talented consultants must wear a lot of hats. They
must be skilled in communication and able to present concepts clearly
and cogently, while liaising comfortably with all levels of the company.
Facilitation skills are obviously a must, as much of the work will involve
leading conflict-filled workshops to craft and refine OKRs. Analytical skills
are also necessary for combing through data and materials in order to
properly prepare to effectively facilitate. Ensure the consultant you're
considering possesses the requisite skills to confidently and competently
lead the engagement.

Knowledge transfer: A key component of every work plan devised by
consulting firms will be sufficient and timely knowledge transfer from the
consultants to the employees of the contracting organization. Knowledge
transfer implies just that—a passing of knowledge on key concepts and
techniques from the consultants to the clients. However, in their zeal to
complete their work on time and on budget, consultants may inadver-
tently sacrifice knowledge transfer activities in favor of more tangible
work efforts. Organizations pay a heavy price when this occurs. As the
consultants are walking out the door they leave behind an organization
bereft of the skills and knowledge necessary to sustain the momentum
that was so difficult to achieve. Ensure any consultants you work with will
devote the necessary time to a comprehensive sharing of OKRs knowledge.
Cultural fit: When one of us (Paul) was still in the corporate world, he
had an interesting experience when the company he was working with
hired a well-known consulting firm to assist with a restructuring project.
The culture at the company was very open, collegial, and chummy. Some
meetings actually started a minute or two late because of participants
hugging one another. The consulting team assigned to the company
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couldn’t have been more different in their approach. They cloistered
themselves in a meeting room, barely made eye contact in the hallways,
and spoke with no one but the senior executive team. They may have
considered themselves professional, but to the staff, their cool demeanor
appeared standoffish, aloof, and even condescending. This conflict of style
had an impact on the engagement, as staff members weren’t comfortable
working with, and certainly wouldn’t be candid with, the consultants.
The rift quickly became irreparable and the firm was let go. Cultural “fit” is
an often-overlooked attribute when considering a consulting partner, but
one that should stand on even ground with knowledge and experience.
While you won't be wedded to your consultants, they will be an extremely
important part of your organization during OKRs development. Look past
the lavishly illustrated brochures or websites to the real people you'll be
dealing with every day. Will they be compatible with the culture of your
organization? Will executives and frontline staff alike be willing to work
shoulder to shoulder with them? If the answer is no, keep looking.

CONCLUDING THOUGHTS

While some old business irritants never seem to fade away, office politics come
to mind for example, for the most part this is a very exciting and rewarding
time to be working in organizations. In the past several decades we've witnessed
stratospheric gains in an array of fields—change management, organizational
structure, the application of neuroscience to the work world—that have ele-
vated the practice of management to near art form.

Despite the prodigious theoretical and practical advances, however,
many organizations continue to struggle with the most basic of challenges:
Communicating and executing their unique strategy. We believe execution
results from a workforce armed with knowledge of the company’s top priorities,
aligned around a common purpose, and motivated to succeed. OKRs serve
each of these functions in an elegantly simple and utterly effective fashion.

As we chronicled early in the book, the model’s origins can be traced to
the middle of the past century, but we're confident its greatest period of growth
and development is just beginning to gather around us. One of the boons of our
digital age is the lightning fast spread of productive ideas, and OKRs certainly
fall into that category. As more organizations around the globe become aware
of, and begin to harness, the framework’s potential, we expect their experimen-
tation, tinkering, and modifications to advance OKRs to new and previously
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unheralded heights of efficacy. We feel privileged to lend our voice to this revo-
lution in organizational effectiveness, and thank you for allowing us to be your
guide during this portion of your OKRs journey. We wish you great success.
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CHAPTER SEVEN

Case Studies in OKRs Use

SARESULT OF GOOGLE'S highly publicized success with the model,

OKRs are often associated exclusively with the Silicon Valley. However,

the highly malleable framework is actually applicable to any organi-
zation, anywhere. We've been fortunate enough to work with companies large
and small in a variety of industries around the globe. It’s their stories we wanted
to share with you. But how?

If you've ever read a business book (and we doubt this is your first foray
into the genre) you know that showcasing companies to illustrate key points
is a standard practice. And we're no different in that regard. Before we began
writing the book we contacted a number of organizations with which we're
familiar (mostly from our consulting work, but not always) and asked them to
complete a questionnaire documenting their experience with OKRs. Our intent
was to then sprinkle in quotes from the cases throughout the book to add color
and context to our primary recommendations. As you've seen from reading the
book, we did do that to some extent, but probably not as liberally as you may
have experienced with other books. It turns out that the responses we received
were so good, and so informative, we felt it would prove much more beneficial
for you to read them in their entirety. Parsing them across chapters would have
diminished their overall message.
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On the pages that follow you'll hear the inspiring and educational stories
of a number of companies, ranging in size from around 100 employees to over
33,000, and located around the world.! We encourage you to read each one
carefully and apply the many lessons they offer to your own OKRs implemen-
tation. Enjoy.

FLIPKART

Launched in 2007, Flipkart is India’s leading e-commerce marketplace,
offering more than 30 million products in over 70 categories. The company’s
33,000-plus employees serve 45 million registered users who clock over
10 million daily visits. That’s a lot of numbers and they all add up to Flipkart
becoming India’s first billion-dollar e-commerce company. We were pleased to
speak with Niket Desai, the company’s former chief of staff.

Why were OKRs introduced? Did you consider any other program?

We had a highly complex organization that spans logistics, core technol-
ogy, and ads. Each individual component, alone, would be a massive company
fraught with its own complications. That all three had to run in unison made
it more difficult.

OKRs were implemented as a cross-company endeavor to first and foremost
align core Flipkart initiatives. The practical components of OKRs, like numeri-
cal assessments, pre-alignment before codifying goals, were major benefits for
an organization that was in silos.

Who initiated OKRs (who brought them to your attention; how did
they get on your radar screen)?

Punit Soni (chief product officer) and I brought them up, primarily to use
in our division only as we had been trained on, and used the model at Google
and Motorola with great success.

Who sponsored the implementation?

Punit sponsored it within the product organization.

Where in your organization did you develop OKRs? At the corporate
level? Or at a business unit level, and why?

Initially it was our business unit level because we were trying to make sense
of our allocation and use of resources as well as provide focus. It turns out
these benefits were wanted by the rest of the organization as well, and since



Flipkart 163

OKRs “play nice with each other” it was widely adopted. OKRs have since been
deployed to over 10,000 employees, but affect 33,000.

What was your process for developing OKRs? Executive training,
retreats, workshops, etc.?

At first, in our business group, the rollout worked like this:

A wide note was sent out explaining what OKRs were, and why we'd be
adopting them.

We published examples of OKRs that were organization specific as
examples.

We held an All Hands meeting to dive into them further (our purpose in
using OKRs).

We asked direct reports to the chief product officer to provide their draft
OKRs.

We held conflict sessions for different groups to agree on what would and
would not make good OKRs (and handle dependencies up front).

We published these to a public site and spread them organization wide. We
felt it was important that everyone should know what we're working on.
Finally, we held another All Hands meeting to review the finalized OKRs.

Initially, it was rough. It took us about three quarters to get the kinks and
confusion of OKRs out. The most common problems were:

Too much work and not enough focus (what really matters!).

A tendency to use the OKR as a binding document (carrots vs. stick). The
challenge with OKRs is that they sometimes look like contracts. Objectives and
key results is an iterative process, one in which there is negotiation and stretch
goal setting. This requires tremendous trust across and within the organization.
An example is allowing teams to do bottom-up assessments of not only what
they think they should do, but also what outcomes they think they can make.
If it were top-down only, and the outcomes were “directly” tied to performance,
OKRs becomes more like contracts that teams will ultimately use to strong arm
one another into getting their work done. OKRs actually help complex organi-
zations work together by showing the larger picture and complicated interac-
tions across services and teams. The beliefin the larger picture drives the groups
towards convergence and fair triaging (and reprioritization) when necessary.
If OKRs are used as sticks—that is, pure contractual obligations without
empathy for the existing work at hand (business as usual), the true power of
alignment and stretch thinking that OKRs are capable of will never be realized.
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How do you ensure your OKRs reflect the organization’s strategy—so
that you have people focused on doing the right things?

We did a few things. First we recommend you take time. That’s the major
mistake I see from people using OKRs. It makes sense so they just do it. But noth-
ing simple is easy. It’s simple because it contains tremendous complexity—and
the work to embed that complexity allows it to seem easy (especially when OKRs
become effective).

It’s also very important to listen. OKRs should be at least partially bottom-
up. Groups should say what they plan on doing and roll that up. Leadership
should take that opinion and guidance and mix it with their own intentions to
create a mix of strategic and ground-level realities.

Finally, let people vigorously debate. When people escalate, ask them for a
recommendation instead of giving an answer. That's where the best ideas and
real initiative show up.

How do you score your OKRs?

Once mid-quarter and at the end of the quarter, using a 0—1.0 scale.

Do you have a limit on the number of OKRs?

We supply this guidance: we recommend three to five objectives. And
approximately the same or a slightly higher number of key results per objective.

Who manages the OKRs process on an ongoing basis?

We had a team of chiefs of staff representing major sections of the organi-
zation that would operationally run the process. Leaders in the company were
expected to get their drafts, scoring, and dependencies done on their own. Lead-
ership would set up review dates and actually give feedback.

Have you rolled OKRs out to lower levels of the organization?

We go at least three to four layers of teams deep, but at that point we do not
mandate. It’s a process to get full deployment of OKRs (all the way to individual)
and in our experience the major benefits occur at approximately the first three
layers (chief, VP, director). That creates the heavily sought after alignment and
focus.

How do you ensure there is alignment among all OKRs?

At first, we recommend dedicated sessions for people to come and resolve
issues (especially cross-team). The truth is, well-designed organizations where
functions and ownership are well understood, and jive with the organizational
direction, make it easier. OKRs become complex when the complexity of the
business is mirrored by the organization setup.

Defining measurable results is easy if you understand what you should be
measuring, and what matters for your business. I find that the quality of OKRs
has a good correlation with a person’s understanding of their business. Blindly
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going for growth without understanding the key reasons behind specific met-
rics (revenue drivers, hypothesis testing, etc.) can be misleading.

Our OKRs were complex to align at first, but over time became easier as
people handled their own dependencies and negotiations along with some orga-
nizational shaping that aligned things naturally. OKRs tell you where the future
of your organization is going. By definition, the dependencies show converging
or diverging efforts—and over time can hint at organizational changes that will
be required.

What has been your approach to communicating and educating the
organization on OKRs?

We feel it’s vital to over communicate. Provide resources, and make them
easy to find. And it’s not just e-mails. We developed “Practical Guides” to OKRs,
example documents, presentations for other leaders to use, and did a number
of brown bag sessions across the company to evangelize, explain, and imple-
ment OKRs.

We also have a single place for all OKRs and resources. Having one place
for all of this makes it easier for people to find information, which is a key com-
ponent to a successful implementation.

We were insistent about timelines and OKR sharing. We broadly shared
OKRs and encouraged other teams and groups to share their own for feedback,
review, and understanding. Also, we had leaders engage with OKRs to show
it wasn’t something to be considered “busy work” for everyone else in mid-
dle management to handle. We held one-on-ones with major teams to ensure
we captured the strategic direction within OKRs and helped them understand
deeply where we were trying to go.

Finally, we also relied on All Hands and Town Hall meetings. In the ultimate
show of support and sponsorship, our highest levels of leadership presented the
company OKRs as well as the driving forces behind each one. These events are
also a great avenue to apply context to how OKRs and groups interact.

How do groups report on and review OKR results?

We hold reviews at the end of each quarter for scoring and drafting OKRs
for the following quarter. Then, early in the new quarter we hold an All Hands
meeting for presentation of OKRs. We also hold mid-term OKR checks, but these
happen mostly online.

Do you use a technology system for OKRs?

We are building our own OKR tool to manage OKRs, dependencies, and
automated communication company wide.

Did technology make new benefits possible?

Definitely. It's proprietary and helps far beyond OKR management.
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Have you, or did you ever, consider linking OKRs to compensation?
Why or why not?

No, and loosely at best. OKRs do not provide context of conditions or work,
just outcomes. Decision and outcomes should be separated (basic decision-
making theory) and so, similarly, a direct tie to compensation could be easily
gamed. It's more important people stretch and try and fail, than hit their
numbers to ensure compensation.

Have you linked OKRs to performance reviews? Why or why not?

It may, again, provide context but performance reviews are specifically
about development and feedback.

What specific benefits have you achieved from OKRs?

There are several:

Company-wide transparency, and convergence toward alignment.

More outcome focused than “hard-work” focused.

Forced thought and better articulation of ideas and strategies.

It's becoming part of the culture. I helped introduce the program but have
subsequently left the company. However, OKRs remain, showing the power
of the framework itself.

How do you ensure ongoing momentum for OKRs?

It has required a top-down push.

Showcase OKRs in meetings, presentations, and manifestations of strategy
in action.

Make them widely available and easy to find.

What were the major surprises in your implementation?

They were used as bats. There’s a tendency to view them as contractual
obligations versus desired outcomes.

What would you do differently?

Focus. Less is more.

Start at the highest level and slowly go down levels for OKRs instead of all
at once.

Talk more about “standard business” work that needs to happen versus
OKRs. Absence of the maintenance work doesn’t mean you drop it.

Would you recommend using OKRs to other companies? Why or why
not?
Absolutely!
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CAREERBUILDER

Each month, more than 24 million visitors go to CareerBuilder, the largest
online job site in the United States, to find new jobs and career advice. The
company, which is a global leader in Human Capital solutions, works with
employers around the world, including 92 percent of the Fortune 1000. The
company is committed to matching the right talent with the right opportunity
more often than any other site. Andy Krupit, CareerBuilder’'s Manager of Agile
Development walked us through their OKRs implementation.

Why were OKRs introduced? Did you consider any other program?
We didn’t consider any other program. We chose OKRs primarily because
the model provides:

More focus on what we say is important to us
Better alignment with business and across teams
Accountability: The “positive” tension from business

Who initiated OKRs (who brought them to your attention; how did
they get on your radar screen)?

Sonia Madan, who works with me as an Agile Coach, brought the concept
to my attention. I quickly saw the opportunity to leverage this framework as a
tool to facilitate filling the needs we were seeing. We discussed at an offsite with
IT Leaders and reviewed the Rick Klau Google video. We collectively agreed to
introduce and seek buy-in with our business partners.

Who sponsored the implementation?

Our Chief Information Officer (CIO), Roger Fugett.

Where in your organization did you develop OKRs? At the corporate
Ievel? Or at a business unit level, and why?

We introduced it at the “team” level (business unit & IT team). We are an
Agile/Lean shop. This is embedded in our culture. We wanted to explore using
OKRs at the team level first to understand the framework’s impact and effec-
tiveness prior to introducing it at additional levels.

What was your process for developing OKRs? Executive training,
retreats, workshops, etc.?

Initially, we held a three-day workshop with technology leaders, product
owners, and business leaders. There were multiple three- to four-hour sessions
for each “team.” Prior to the workshop each team was introduced to OKRs by
Ben Lamorte.
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The diagram below represents our quarterly OKR Process:

End of Quarter @ Create/Finalize
OKR Review OKRs

- For Stakeholders - By 2nd week of the
&IT quarter
Mid-Quarter Monthly key

OKR Check-in Results Tracking

« KR owners update
« For Stakeholders key result progress
&IT monthly

Create/Finalize—Teams will Draft (mission, one to two objectives with two
or more key results); Align (alignment check with other teams they work with);
Refine—through refinement sessions with OKR coaches (three of us facilitat-
ing as a neutral third party allowing others to think critically); Finalize—with
senior leadership from business.

Key result owners will track, update, score, and report on key results at
mid-quarter check-in (team, business present).

Product owners with key result owners hold end-of-quarter review of
OKRs, roadmap, etc. Scoring of key results revisited.

Did you use the Google model? If so, did you modify it to fit your
organization?

Yes. We liked and kept the Google model of scoring. But we felt it was too
big a change all at once to implement OKRs at the individual level, so we have
delayed that portion.

How do you ensure your OKRs reflect the organization’s strategy—so
that you have people focused on doing the right things?

Our OKR coaches held facilitation sessions with our business groups
and IT leaders on drafting their top OKRs for the quarter. Often using the
“5-Why” technique until we got our businesses to focus on the “Why” and not
the “How.”
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How do you score your OKRs?
Like Google, on a scale of O—1, using 3 main grading points (0.3, 0.7, 1).

0.3—This is what we expect to achieve in the quarter.

0.7—"A stretch.” Some dependencies, and not everything is in our control.

1—This would rock everyone’'s world. Not impossible, but seemingly. Also
known as “super stretch”?

Do you have a limit on the number of OKRs?

We didn’t the first time, but in retrospect, we should have. Perhaps, given
the number of teams we were working with, limiting them to one objective. We
will continue to take an iterative approach as to how we should handle this
going forward. We do recommend that no team has more than three objectives
overall.

How long did it take to develop your initial set of OKRs?

One month (workshops, draft, align, refine, finalize).

Who manages the OKRs process on an ongoing basis?

Our OKR coaches with the primary focus being led by our product owner
manager, Sabrina Pickeral.

Have you rolled OKRs out to lower levels of the organization?

No.

What has been your approach to communicating and educating
OKRs to the organization as a whole?

As we began to engage with and train the businesses that work with IT,
many of those business units have begun to spread the word in terms of the
value. We now have other areas of our organization wanting to work with the
same framework.

How do you ensure there is alignment among all OKRs?

Part of our OKR drafting process is an “Alignment Check.” This is about
involving the dependent business/teams and ensuring that we are not working
against each other. Also, we initially published our OKRs in a simple Excel doc-
ument in a public location for all to see. We know this is not ideal, in terms of
understanding relationships between the OKRs, etc., but it was a start. We are
currently looking into alternative methods for making the OKRs more trans-
parent and easily consumable.

How do groups report on and review OKR results?

Right now, we are leveraging our cultural value of Disciplined Freedom for
this. Teams/key result owners are using their own methods to ensure trans-
parency.
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Do you use a technology solution for OKRs?

We started with a home-grown solution that allows for easy updates to
scoring, but have put that on the back burner for now as we felt introducing that
in addition to the concept of OKRs with our business was too much. Therefore,
we went with Excel at first just to get started.

Did technology make new benefits possible?

We're not in the technology implementation phase yet.

Have you, or did you ever, consider linking OKRs to compensation?
Why or why not?

No. We tried that with other metrics and realized we were driving the
wrong behavior. Ultimately, we want to keep OKRs aspirational. Being tied to
compensation eliminates that.

Not for direct salary compensation or bonus potential. However, we are
considering the pros and cons of how OKRs might influence our reward
programs. To us, it is not entirely realistic to believe that the performance of
an individual whose effort is directly reflected in the impact to a KR can be
completely divorced from incentives. This is analogous to having “skin in the
game” like sales and their numbers tied directly to their rewards. However,
ultimately we want to keep OKRs aspirational, and we realize that linking
OKRs directly to compensation does work against that. In the past, we explored
having other metrics tied to compensation (i.e., bonus) and the result was that
is ultimately drove the wrong behavior. I also feel that there is always a danger
of driving the wrong behavior when something is transparent and competitive.
We are in search of the “right” balance. It will be key for us with OKRs to insist
on a collaborative KR setting with transparency—this aligns well with our
Agile approach to the way we work, and should help drive out the low-balling
and sandbagging.

Have you linked OKRs to performance reviews? Why or why not?

OKRs influence the performance rating, not determine them. We use OKRs
as a tool to facilitate continual improvement, having them as part of the con-
versation during performance evaluation.

What specific benefits have you achieved from OKRs?

We are still new to the process but the biggest benefit we have seen so far is
having strategic/visionary conversations around the why of what we do versus
just doing. This has helped us achieve great focus and purpose on what we do
every day.
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How do you ensure ongoing momentum for OKRs?

We have to keep it in the day-to-day conversations with our business part-
ners. Once it becomes a part of the CareerBuilder vocabulary, we have reached
utopia.

What were the major surprises in your implementation?

Operational parts of the business did not think there would be much value
in adopting OKRs, but they have found tremendous value in focusing on their
why. Also, another major surprise was that these conversations quickly led to
many teams collaborating on an initiative when that might not have happened
previously. They realized they had a shared objective and joined forces!

What would you do differently?

We tried to change the vocabulary overnight across the company and that
was hard. We started this movement in IT so people automatically assumed
OKRs was something for IT and not for their benefit. I would've chosen one
main business unit to focus our efforts on for a quarter to get the wins and then
share that across the company and slowly bring more units into the framework.

Would you recommend using OKRs to other companies? Why or why
not?

I would recommend using OKRs to other companies for sure. This
critical-thinking framework has set us up for future success by ensuring we
are focused on why we do the things we do and helps bring teams together by
talking with the same terminology. It increases collaboration, confirms/defines
strategy, and sparks innovation.

ZALANDO

Zalando is Europe’s leading online fashion platform for women, men, and
children. Founded in 2008 in Berlin, it now serves 15 countries, offering a
wide variety of fashion products from more than 1,500 brands. The company
employs over 10,000 people in Europe and had revenue of almost 3 billion
euros in 2015. Christoph Lange, Vice President of Brand Solutions, was kind
enough to share the Zalando story with us.

Why were OKRs introduced? Did you consider any other program?
We received very good feedback from companies that are using OKRs
(Google, for example). The system provides global alignment, full transparency,
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and is based on trust and collaboration. We also appreciate that it is an easy to
understand framework.

Who initiated OKRs (who brought them to your attention; how did
they get on your radar screen)?

I visited the Google headquarters, and many people mentioned how strong
OKRs as an instrument are. During the visit I had the chance to meet with Rick
Klau, who was referring to his You Tube video (this was August 2013).

Who sponsored the implementation?

We are very fortunate within Zalando to enjoy a lot of freedom to try new
things. I was setting up a new department, Zalando Brand Solutions, and
decided to use OKRs from the outset. Our board was very supportive of the
decision.

Where in your organization did you develop OKRs? At the corporate
level? Or at a business unit level, and why?

We started in one department, Brand Solutions. Brand Solutions enables
its fashion partners to connect to their customers through the Zalando plat-
form. In the beginning, the team focused on providing an easy way to publish
a brand’s digital content in its own brand shop, including a CMS and Analytics
tool. Brand Solutions is now set to fully integrate stock inventory to the Zalando
platform from every fashion business—be it brands, retailers, or pure offline
players—to make their products available to consumers.

There we used OKRs at the department, team, and individual level for three
quarters. For the fourth quarter, the program was rolled out to the whole com-
pany, starting at the senior management level, and then to our larger depart-
ments and teams.

What was your process for developing OKRs? Executive training,
retreats, workshops, etc.?

We started by conducting a lot of research on the topic. As I noted above, we
spoke with people from Google, but also read a lot of blogs, articles, and relied
on other sources of information.

As for implementation, within Brand Solutions, we created our OKRs with
small groups of leaders and presented to teams.

When it was time for the broader company rollout, we had external sup-
port from Ben Lamorte and conducted a series of training sessions and work-
shops for leaders and OKR experts to learn the basic theory of OKRs, how to
ask questions, and to support the teams in OKR drafting sessions. Now we have
an established OKR expert roundtable to discuss learnings and challenges to
evolve the OKR approach at Zalando.
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Did you use the Google model? If so, did you modify it to fit your
organization?

Mainly, yes. But we adapted it to fit our specific needs.

How do you ensure your OKRs reflect the organization’s strategy—so
that you have people focused on doing the right things?

The majority of OKRs should connect to higher-level OKRs within our com-
pany. We create company-level OKRs on both a yearly and quarterly basis to
reflect our overall strategy.

How do you score your OKRs?

Weusea 0 to 1.0scale, where 0.7 is the “sweet spot.” Our OKRs are publicly
graded, and we don’t link them to either bonuses or people’s performance.

Do you have a limit on the number of OKRs?

Yes. To ensure we drive focus, we began with a maximum of five objectives,
each with a maximum of four key results. We are now exploring the possibility
to reduce the number of OKRs even more in order to increase focus.

How long did it take to develop your initial set of OKRs?

For Brand Solutions, it took us eight hours per person (for the full team) to
develop our very first quarterly OKRs.

Who manages the OKRs process on an ongoing basis?

We have an OKR committee at company level to ensure enough bottom-up
OKRs and to set and review the company-level OKRs on a quarterly basis, but
there is no central process for OKRs; the teams own them. We do, however, have
central support to assist employees. Where possible, we encourage our OKR
experts to help facilitate OKR drafting sessions.

Have you rolled OKRs out to lower levels of the organization?

Yes. By the end of 2015, OKRs were fully rolled out down to the VP
level and OKRs were optional for teams below this level. Taking this phased
approach let us focus on learning. However, starting in 2016, all teams are
participating in OKRs.

What has been your approach to communicating and educating
OKRs to the organization as a whole?

We've used a number of methods to communicate and educate our employ-
ees about OKRs, including:

zTalks: Live streaming of our company OKRs and grades each quarter to
all employees

Presenting OKRs in departmental All-Hands meetings

Keeping OKRs transparent so that everyone has access to everybody's
OKRs
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Team OKRs on posters, hung in their departments
Training sessions, videos, and presentations

How do you ensure that there is alignment among all OKRs?

Every OKR owner has to meet with all teams on which either he or
she is depending on or vice versa to get buy-in from the other team before
finalizing—we call that alignment week. We also insist on full transparency
throughout the process of creating OKRs so that everyone is aware of what is
being developed.

Within Brand Solutions, we conduct an end-of-quarter OKR workshop
with our full team to come up with a draft of department OKRs that gets us 80
percent of the way there. In the past, the input was collected in single teams,
but getting all of the teams that comprise Brand Solutions together to draft
OKRs from the start gets us 80 percent complete much more efficiently than
having our teams draft OKRs in silos.

In order to ensure OKRs enabled more alignment across teams, we recently
implemented a Zalando wide OKR alignment week. This week is intended to
keep calendars mostly free for the time to meet with all necessary teams and
departments to align with overarching OKRs. This week is at the beginning of
the quarter.

How do groups report on and review OKR results?

It varies by department. But, some of the ways are All-Hands meetings
where OKR grades are shared, biweekly grading meetings that are open for all
to attend, and the use of shared documents in Google Drive. In Brand Solutions,
we now also do a mid-quarter review with all teams where the teams demon-
strate their results, to make them tangible.

Do you use a technology solution for OKRs?

We are about to implement a dedicated solution to manage OKRs (mid-
2016). We actually did quite well for a full year simply by leveraging Google
Drive.

Did technology make new benefits possible?

Yes, technology allows for simultaneous collaboration, which makes
things fast and easy. It also facilitates rights and role management (i.e.,
everybody can comment, but only the team can edit). Finally, with technology,
OKRs become mobile and are accessible from anywhere.

Have you, or did you ever, consider linking OKRs to compensation?
Why or why not?

No, we believe the biggest motivator is not money, but a challenging goal.
Employees should never face the conflict of deciding between a personal reward
and the company’s success; this should always go hand-in-hand.
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Have you linked OKRs to performance reviews? Why or why not?

No, OKRs are not a performance management tool. However, we believe
OKRs should, in the long-term, be consistent with employee and/or team per-
formance, so they can be included as one point when it comes to performance
discussions. But there’s no direct linking, no.

What specific benefits have you achieved from OKRs?

Given we present company-level OKRs each quarter, everyone at Zalando
understands the direction of our company. We saw a major increase in
alignment within the Brand Solutions team. In fact one of our early key
results was to increase alignment across Brand Solutions teams and we did
just that.

How do you ensure ongoing momentum for OKRs?

We have created a community of OKR experts and these experts meet regu-
larly to discuss questions and share best practices and ultimately to ensure that
we're constantly improving our use of OKRs. We expect the upcoming rollout
of our OKR tool in 2016 to help increase momentum as well.

What were the major surprises in your implementation?

At first, most of us felt we needed a standardized, dedicated tool for OKRs in
order to make the process work, but we managed quite well with Google Sheets
for a full year.

What would you do differently?

There is not much we would do differently. However, we did start assigning
owners to the company-level key results. This is important since it doesn’t work
well to just assign all company key results to a few executives.

Would you recommend using OKRs to other companies? Why or why
not?

Absolutely, it's a simple and powerful approach for generating alignment
and staying focused on what’s important.

SEARS HOLDINGS CORPORATION (SHC)

Sears Holdings Corporationis a leading integrated retailer focused on
seamlessly connecting the digital and physical shopping experiences to
serve members—wherever, whenever, and however they want to shop. The
company, with 2015 revenues in excess of $25 billion, operates through
its subsidiaries, including Sears Roebuck and Co. and Kmart Corporation,
with full-line and specialty retail stores acrossthe United States. Holly
Engler, the Director of Strategic Talent Management, outlined their OKRs
journey for us.
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Why were OKRs introduced? Did you consider any other program?

As a large, complex organization consisting of about 34 business units,
an executive leadership team of over 290 individuals, an associate base of
almost 200,000, and an array of business departments ranging from support
functions to merchant groups, we struggled to maintain focus and trans-
parency of our key objectives across the entire business. It was difficult for any
single associate to understand how their personal contributions were tied to
broader strategic initiatives. In addition, we consistently struggled to identify
how we could better work across business units as opposed to simply within
business units.

As a company in transformation, it was obvious we needed a process that
would allow us to be more agile, flexible, and have the ability to adapt through-
out the year to continue driving business results in response to market and
customer needs, and changes in our strategy and execution. OKRs seemed like
the right tool for the job and after a pilot with our executive team, we didn’t
need to explore other options. We were confident that we had found something
that fit our needs.

Who initiated OKRs (who brought them to your attention; how did
they get on your radar screen)?

Our CEO and Chairman, Eddie Lampert, had introduced our Chief Human
Resources Officer (CHRO) and Talent Management team to OKRs in early 201 3.
He had seen the Google Ventures video and was intrigued about the possibility
of revisiting our goal-setting practices to incorporate more frequent, measure-
able, and transparent objectives that could help us work more efficiently across
the organization to achieve meaningful outcomes.

Who sponsored the implementation?

Since Eddie introduced SHC to OKRs, he has continued to be a strong spon-
sor and advocate of the methodology. In fact, he regularly uses our internal
social media platform to communicate advantages and insights he obtains from
reviewing OKRs of our senior most leaders in the organization.

Our CHRO at the time, Dean Carter, as well as Chris Mason, the head of
Talent Management, were fully on board and championed the approach as well
as we continued to create buy in across the organization. As we piloted OKRs
with our executive leadership team, they, in turn, became advocates of the more
frequent goal-setting process and continued to support OKRs in their respective
businesses.
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Where in your organization did you develop OKRs? At the corporate
level? Or at a business unit level, and why?

We initially piloted OKRs with our executive leadership team for two
quarters. After collecting our findings and determining that this was not only
a viable, but logical thought process for goal setting, we expanded OKRs to
roughly 20,000 associates. We continue to expand OKRs to select hourly
populations and are always exploring the opportunity to continue expanding
the scope.

What was your process for developing OKRs? Executive training,
retreats, workshops, etc.?

We started our OKR journey by making sure we could fulfill rule #1: create
complete transparency of OKRs in the organization. So we quickly partnered
with our development team to utilize our internal social media platform as a
home for entering, rating, and sharing OKRs. Within a matter of weeks, we
had created our initial OKR “platform.” We initiated a pilot with our execu-
tive leadership team and asked them to simply enter a few objectives that they
were working on this quarter, and at the end of the quarter to log back into the
platform and self-rate their key results.

We leveraged an OKR expert to provide executive coaching to our senior
most leaders to help support understanding of why we are utilizing OKRs and
how to write meaningful objectives and key results. Our Talent Management
team also provided individual support to leaders in helping to translate busi-
ness strategies into measureable OKRs. In addition, we conducted personal-
ized onboarding sessions related to OKRs and performance management to our
senior most leaders. Live sessions were conducted for associates at our corpo-
rate office to support the education and practice of setting and rating OKRs.
These sessions were recorded and are ongoing across the organization.

Did you use the Google model? If so, did you modify it to fit your
organization?

For the most part, yes. We did make some modification to ensure it fit our
business needs. For instance, we don’t necessarily set OKRs at the team level for
every team in the organization. We put a lot more emphasis on setting individ-
ual OKRs. We modified the approach a bit to include broader individual prior-
ities and visibility to Business Unit priorities that in turn support the associate
in aligning their OKRs to organizational strategies.

How do you ensure your OKRs reflect the organization’s strategy—so
that you have people focused on doing the right things?

After utilizing OKRs for almost a year in the broader organization, we made
the decision to formally introduce them as part of a complete overhaul of our
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performance management processes. As a result, OKRs became the primary
goal-setting technique in the new dynamic performance approach. Due to the
size and complexity of the SHC organization, we wanted to ensure that asso-
ciates were clear on their ability to appropriately align their personal OKRs to
broader business objectives. To that end, we layered in what we call Individual
Priorities.

Priorities represent broader buckets of work, core units of your role, or key
projects that span longer periods of time (maybe 6 months, 12 months, or even
longer). This created additional alignment at the individual level but didn’t nec-
essarily solve for the Business Unit and company level. So we asked each of our
approximately 34 Business Unit leaders to publish their strategy in the internal
platform in which we host the OKRs technology. Business Unit Priorities repre-
sent the two-to-five broader outcomes that the organization is aiming to achieve
in a given year, priorities that the majority of associates can and will contribute
to at an individual level. These Business Unit Priorities are directly aligned to
our company strategy. This creates a direct line for each associate in aligning
their personal OKRs with their broader Priorities, which are tied to Business
Unit Priorities, and thus aligned with the overall organizational strategy.

How do you score your OKRs?

Associates self-rate their personal OKRs at the end of each quarter using a
scale of 0.0-1.0. A rating of 1.0 signifies that you “nailed it” or in other words,
made really great progress on that particular objective. On the contrary, a rat-
ing of 0.0 means you didn’t make any progress at all. Most individuals think
about their progress, and thus their respective rating, as a percentage of their
progress. For instance, if my objective is to increase sales by 10 percent, and I've
increased sales by 5 percent at the end of the quarter, I rate myself a 0.5.

It is important for us that associates utilize these self-ratings not as a
direct measure of performance, but instead to develop insights about what
they achieved, what progress they can continue to make, and how to apply
those learnings in the next quarter. For instance, if an associate is consistently
rating themselves a 1.0, it should be an indication that they are not utilizing
OKRs to set stretch goals; they are more than likely setting objectives that
they know they can achieve. OKRs are meant to be ambitious. Ideally, we like
seeing ratings in the 0.6—0.7 range, which is an indication that the associate is
stretching themselves and still making good progress throughout the quarter.

Do you have a limit on the number of OKRs?

We do. In fact, we limit associates in the tool to entering five objectives
each quarter. Within each objective, an associate can identify up to four key
results (but certainly are not forced to enter all four). Focus is a key element
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of OKRs—thinking about the few objectives that you can make significant
progress on in a specific quarter that results in meaningful progress on your
broader priorities. In 2015, we discovered that OKRs are an excellent tool to
also remain focused on personal or professional development objectives. In
the current state, we give the option to associates to utilize one of their five
objectives as a “Development OKR” and to identify the key results that can help
them continue progress in developing a particular skill, capability, cultural
belief, behavior, etc.

How long did it take to develop your initial set of OKRs?

Surprisingly, longer than you would think. When you come to realize the
difference between a task and a true objective, it makes you think differently
about how you set your goals and become confident that you can measure it
in a meaningful way at the end of the quarter. I think we, as professionals, take
goal setting for granted and don't realize until we are utilizing a thought frame-
work such as OKRs how ineffective our goal setting may have been. That being
said, it may take a while to get your senior leadership team aligned on a good set
of OKRs at the company or team level, and our added complexity of managing
34 Business Units doesn’t help facilitate that process any quicker. For individ-
ual associates, we ask them to utilize the last week of the quarter and the first
week of the quarter to get their OKRs rated and drafted. By the end of the first
month of the quarter, associates should have their OKRs refined, aligned, and
have begun working toward their progress.

Who manages the OKRs process on an ongoing basis?

Our culture at SHC is one of personal accountability, and we build tools and
processes to encourage our associates to own their performance and productiv-
ity with the guidance and support of their managers. OKRs are a tool designed
for associates, and thus, the individual associate is responsible for managing
their OKRs (rating them, entering them, aligning them, and discussing them
with their manager).

Have you rolled OKRs out to lower levels of the organization?

Initially, OKRs were rolled out to our entire salaried and exception
hourly population. After integrating OKRs into our redesigned approach to
performance management, we started to extend the methodology to other
parts of the organization. Since then, we have expanded OKRs to our hourly
store supervisors, hourly asset protection managers, and are currently rolling
them out also to our retail lead population. Other areas of the business have
also expressed interest and we plan to continue to provide additional hourly
populations with the ability to utilize OKRs either as a primary goal setting
mechanism, or a supplemental personal productivity tool.
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What has been your approach to communicating and educating
OKRs to the organization as a whole?

We utilize several communication channels to inform associates about
OKRs. At the end of each quarter, we distribute a centralized communication
from our SHC communications team to the entire audience reminding them
that it’s time to revisit and self-rate their OKRs and begin entering OKRs for
the new quarter. They are reminded to do this in preparation of their quarterly
check-in conversation with their manager, and to utilize that conversation to
align objectives for the quarter. As an added “nudge,” the technology we use
automatically distributes a reminder on the day that new OKRs can be entered
into the system.

Each quarter, we offer live and recorded workshops around topics such as
“Aligning OKRs to Your Priorities,” “Leveraging OKRs for Effective Check-Ins,”
or “Writing GREAT OKRs: Tips and Tricks” that continue to educate users on
the features, benefits, and best practices of effective OKR writing. These targeted
sessions ensure that content is business specific and meaningful to the audi-
ences that attend. In addition to targeted coaching and training, broad commu-
nications in the form of short videos or vignettes are used to drive engagement,
awareness, and to share success.

How do you ensure there is alignment among all OKRs?

Due to the size of the organization, it is difficult, if not impossible to centrally
ensure that there is full alignment of OKRs. We rely heavily on the quarterly
check-in conversations that associates and managers conduct at the start of
each quarter to facilitate a conversation about an individual’'s OKRs and their
alignment with team, business, and organizational priorities or objectives. The
transparency of everyone’s OKRs helps create the alignment as well, and asso-
ciates have a personal accountability to ensure that they are aligned to the right
outcomes.

Many of our teams and business leaders have integrated OKRs so deeply
into their day-to-day practice that often, OKRs are a main topic of discussion
and progress reporting in weekly staff meetings. Sharing OKRs at the team level
on a regular cadence helps to make sure that team members are consistently
reminded of what the team has set out to achieve, and how their individual
contributions or OKRs come into play.

How do groups report on and review OKR results?

To start, OKRs for each individual are publicly displayed in our internal
platform. Managers have direct access and visibility to the OKRs of their direct
reports and vice versa, and all SHC associates are searchable so that their OKRs
can be found. In return, we display usage data for individuals in a feature we
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call the “Actions Summary” which visually represents their progress on rating
and entering OKRs. Managers see this at the team level, and leaders can also
see this at an organizational level (viewing their direct and indirect associates).
This ensures that progress on usage is prominently displayed and available to
continue driving awareness and usage.

At the start of each new quarter, managers and associates meet for a quar-
terly check-in. These check-ins are a repurposed 1:1 and are associate-driven
conversations around: What did I work on? How did it go? What's next? Asso-
ciates are asked to come to the conversation with their self-ratings for the pre-
vious quarter completed, and new OKRs drafted. During the course of the con-
versation, the associate shares with their manager how they feel they did with
regards to accomplishing their objectives in the previous quarter and share
what they hope to achieve in the new quarter. The manager coaches and sup-
ports the associate, helping to provide additional direction or detail as well as to
refine the OKRs of the associate and ensure alignment to broader team initia-
tives. After the conversation, associates make any necessary changes and begin
working toward their desired outcomes.

Do you use a technology solution for OKRs?

We do. We are lucky enough to have awesome developers within SHC that
have been great partners in launching OKRs to our teams. We utilize an inter-
nal, gamified platform that hosts our entire homegrown talent management
suite (including goal setting, check-ins or performance conversations, our
instant feedback tool, talent review, etc.).

Did technology make new benefits possible?

Having a technology that supports OKRs is hugely beneficial to us,
especially in a large and complex organization like SHC. It provides complete
transparency of objectives and key results to other associates across the orga-
nization and in other businesses that we would not have had beforehand. With
the added benefit of being able to add additional components to the platform
with respect to our performance management platform, associates now have a
single place to go to review what they are working on, and how they are making
progress against those objectives. In addition, as we continue to develop
insights, learnings, and best practices, we are equipped to continuously evolve
the technology to meet our needs.

Have you, or did you ever, consider linking OKRs to compensation?
Why or why not?

At SHC, we do not link compensation and performance exclusively. In
fact, we intentionally position OKRs as a personal productivity tool to help
drive execution and growth, and do not mandate that associates utilize OKRs
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(however, more than 70 percent of associates use them each quarter utilizing
the opt-in approach). Compensation at SHC is discretionary and is a factor of
several inputs including performance, potential, length of time in role, pay to
market, and many other inputs. OKR self-ratings are just that. .. self-ratings.
We do not aggregate them into any magical HR database and store them as a
measure of performance. We encourage associates to utilize their self-ratings
instead to conduct meaningful conversations around their performance and
forecast their work to help them achieve results.

Have you linked OKRs to performance reviews? Why or why not?

If we had performance reviews, we may have. However, in 2014 we elim-
inated the performance review and performance rating for our salaried and
exception hourly associates (the population primarily utilizing OKRs).

What specific benefits have you achieved from OKRs?

Personally, I benefit greatly by simply forcing myself to pause at the end
and start of each quarter (at a minimum) and take a deep breath to think about
how I did in the previous quarter, did I make progress in the right areas that I
needed to be focused on, and what do I need to achieve next quarter? It helps
me break down my bigger bodies of work into bite-sized chunks, and I find that
this method helps me achieve more and feel more productive. It also helps that
I have developed a habit of checking in on my OKRs throughout the quarter to
help me prioritize my next steps and ensure I am aligned to my desirable out-
comes. We continuously work with our business partners to understand how
they are benefiting from OKRs and consistently hear positive feedback. Some of
the feedback from our associates is:

“Ilike that I have set goals that I revisit several times a year instead of just
once a year . .."—Market Manager

“Determining how I will grade my OKRs, as I write them, allows me to
really think about what I want to achieve and how to craft a great
OKR.”—Manager

“It’s easy to allow our day to get completely swallowed up by the ‘whirl-
wind’ and still not get everything done that I would like to. OKR’s bring
the focus back to what is really going to drive positive change for the
business.”—Territory Manager

How do you ensure ongoing momentum for OKRs?

Having key leaders, and a passionate CEO and chairman, certainly helps
drive the continued momentum around OKRs. Our centralized Talent Man-
agement team, in partnership with the broader HR generalist community and
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leadership team, continues to support the progress around OKRs across the
business. Broad visibility to data, illustrating where OKRs are and are not being
utilized, helps our leaders to understand where there are opportunities to con-
tinue driving adoption. In addition, this data identifies strong users of OKRs that
we continuously leverage to help advocate the advantages of the methodology
to others. The data also helps us to drive insights and determine relationships
among OKR users that continue to highlight the benefits of using OKRs. For
instance, we now know that each quarter, roughly 45,000 objectives are cre-
ated resulting in approximately 125,000 key results across the organization.
That’s a lot of data! We then have the ability to correlate usage of OKRs with
other talent practices in our ecosystem to understand how usage can impact
performance for individuals. In turn, we know that associates who utilize OKRs
and simply stop each quarter to reflect on their progress and identify ways that
they can continue making progress in the new quarter, are 11.5 percent more
likely than non OKR users to improve their performance year over year. That's
the difference between being a middle of the road performer and a high per-
former. These insights are consistently shared back to associates in the orga-
nization to illustrate the value of the OKRs methodology to performance and
productivity measures.

What were the major surprises in your implementation?

I would say that one of the surprises we had was the number of individuals
who simply would begin using the tool without driving the process through
compliance. We rolled OKRs out to the organization with an “opt-in” approach
and relied on communication, education, and value proposition to drive usage.
With over 70 percent of users setting OKRs each quarter, we were pleasantly
surprised.

What would you do differently?

Initially, we were almost solely focused on driving usage and simply asking
associates to “try it out.” Our strategy was to drive use of the methodology and
technology and then come back to educate on quality and effective goal setting.
I wouldn’t say that this was the wrong way todoit. . .In fact, I think it helped a
lot of people simply develop the habit and certainly benefited those who strug-
gled to think about their goals prior to the launch. At this time, we are making
a significant investment in developing our associates by helping them under-
stand what a quality OKR looks like now and how to appropriately align them,
best practices for rating them, and how to know if you have written a strong
and measureable OKR.
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Would you recommend using OKRs to other companies? Why or why
not?

Absolutely! I couldn’t imagine relying on annual goals any longer when
thinking about my own work and the progress that I make throughout the
year. It’s hard to imagine many organizations that wouldn’t benefit from this
thought framework.

GONOODLE

GoNoodle gets kids moving to be their best selves. Short, interactive movement
videos make it simple and fun to incorporate movement into every part of the
day with dancing, stretching, running, and even mindfulness activities. At
school, teachers use GoNoodle to keep students energized, engaged, and active
inside the classroom. At home, GoNoodle turns screen time into active time, so
families can have fun and get moving together. GoNoodle is used by millions
of kids and in 75 percent of United States elementary schools. The company’s
Co-Founder and Chief Product Officer, John Herbold, shared their OKRs story.

Why were OKRs introduced? Did you consider any other program?

It was fall 2015. We had just closed on a round of capital and were looking
ahead at 2016. The growth plan was aggressive. We knew it would introduce
a new level of complexity and potential chaos to our business. How would we
manage that growth and scale well? How would we stay focused on the right
things? How would we define and communicate our most important work? And
how would we measure it and hold ourselves accountable?

I went off and started reading, searching for any clues that could be help-
ful in showing us how other companies have successfully solved the challenges
we were facing. In the course of that research, I came across OKRs. The con-
cept was immediately compelling. It looked like a proven framework that would
provide us with the focus, clarity, transparency, and accountability we needed.

Who initiated OKRs (who brought them to your attention; how did
they get on your radar screen)?

As noted above, I discovered OKRs through my research.

Who sponsored the implementation?

I did, with the full support of our CEO. It was important to show our entire
team that I was committed to this from the beginning.
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Where in your organization did you develop OKRs? At the corporate
level? Or at a business unit level, and why?

We started with the company and business units. Getting to individual
OKRs seemed like too big a step, and our consultant strongly advised against
it so early in the implementation. Conversely, we didn’t believe company-level
OKRs were adequate for us. We already had company goals. (They weren’t
as well-defined as they are now due to OKRs, but they were directionally
accurate.) What we needed was a clear bridge from those strategic, high-level
goals to the work of each business unit or team. The connecting nature of
OKRs was a very compelling part of our decision to start with both company
and team OKRs.

What was your process for developing OKRs? Executive training,
retreats, workshops, etc.?

We implemented OKRs at a nearly insane pace. I had researched the con-
cepts and had a pretty good grasp of the theory. But I knew the devil would be in
the details. To make sure we started this well, I engaged an OKRs consultant to
help. An experienced coach seemed like a no-brainer to help us avoid common
pitfalls. The upside of OKRs was huge for us, and failure to launch them well
could jade the staff and undermine the whole effort. We had to get it right.

The consultant and I had our first call on January 11, 2016, and we rolled
out OKRs to the company on January 29, 2016. Again, a nearly insane pace.
During those 18 interim days, we worked with the executive team to define our
company’s 2016 OKRs. The objectives came pretty easily, but we were begin-
ning to realize writing good key results is an art. This is where the consultant
was a huge asset.

After we had a working version of our company OKRs, I worked with
each department lead to start drafting team-level OKRs in service of the
company’s OKRs. We had a marathon coaching session with our consultant,
going back-to-back with each team lead to again drive us to establish solid key
results.

While I worked with each team lead to finalize their OKRs, the consultant
and I were in regular contact. We were probably meeting two to three times a
week, reviewing progress, answering questions, drafting our internal OKR FAQ
document, and discussing best practices for rolling them out to the staff. It all
happened at record pace, but we got it done. By our first OKR staff meeting, we
had 33 key results defined across the organization, complete with full scoring
criteria, and shared in a Google spreadsheet visible to everyone in the company.
The rollout was a great success, and it seemed like the fledgling initiative had
taken flight.
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Did you use the Google model? If so, did you modify it to fit your
organization?

Yes, we did OKRs at the company and team level and adopted the 1.0, 0.7,
and 0.3 scoring system. It is worth noting that we set the scoring criteria for
every key result as part of defining the key result. This was both difficult and
extremely valuable.

How do you ensure your OKRs reflect the organization’s strategy—so
that you have people focused on doing the right things?

Through a number of means:

Company and team vision statements—these were a great suggestion by
our consultant. What is the reason each team exists within the company?
Isthe reason in service of the company’s vision and annual OKRs? Are each
team’s OKRs directly in service of their vision?

Weekly review—every Monday morning, the executive team goes through
every OKR and notes an update in the shared document.

Mid-quarter check-in—we do a mid-quarter staff meeting to review
progress, going team by team to share what is working, what isn’t, and
what we are learning.

End-of-quarter scoring and review—we do another staff meeting at the end
of the quarter to formally score our progress and roll out the next quarter’s
OKRs.

OKR onboarding—every new employee gets an overview of OKRs: what
they are, why we use them, what the scoring means, etc.

These all help reinforce OKRs as a foundational part of our culture and
operating DNA.

How do you score your OKRs?

We use the 1.0, 0.7, and 0.3 scoring criteria. Each key result is scored at the
time of creation. For our first mid-quarter review we didn’t formally score every
key result. We simplified by choosing one “green” and one “red” from each team
and had the key result owners talk about them. At the end of the quarter, we
formally score every key result.

Do you have a limit on the number of OKRs?

We aim for two to four objectives with three to five key results for each
objective. Some smaller teams have only one objective with one or two key
results. Larger teams have more.

How long did it take to develop your initial set of OKRs?

A very rapid 18 days!
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Who manages the OKRs process on an ongoing basis?

I do.

Have you rolled OKRs out to lower levels of the organization?

Teams/departments. No individual OKRs yet (We're piloting individual
OKRs with my team in Q2).

What has been your approach to communicating and educating
OKRs to the organization as a whole?

We've used a number of approaches:

All-hands meeting at the beginning of each quarter to review results and
roll out the next quarter OKRs

All-hands meeting mid-quarter to review progress

Shared Google Sheet visible to everyone in the company

Teaching new employees about OKRs when they join the company
Weekly review of OKRs by exec team, with status updates in a shared doc-
ument

How do you ensure there is alignment among all OKRs?

During the drafting process, we look for dependencies across teams. If they
are significant, we make sure they are captured in the OKRs. I also review all
the team-level OKRs with our CEO and CFO each quarter to make sure they are
aligned with what we most need to accomplish.

How do groups report on and review OKR results?

The company’s management team reviews progress every week. Team
leads provide status updates on their team’s OKRs in that meeting.

Do you use a technology solution for OKRs?

No. Just Google docs and Google sheets.

Have you, or did you ever, consider linking OKRs to compensation?
Why or why not?

No. We want OKRs to encourage big ideas. They are intentionally aspira-
tional, and we don’t want people to constrain their thinking of what’s possi-
ble by considering how success or failure will impact their compensation. We
believe compensation is an incentive that runs counter to the spirit of OKRs and
will negatively affect their impact.

Have you linked OKRs to performance reviews? Why or why not?

No. We are very new at this. Our biggest goal is to make OKRs an integral
part of our culture, to get our teams comfortable with the process, and to get
them to buy into the benefits they provide our company. Introducing a formal
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connection to performance reviews adds another layer of complexity we have
to manage, and it introduces the possibility for perverse incentives similar to
those possible from tying OKRs to compensation.

What specific benefits have you achieved from OKRs?

Clarity of our most important work, more focused execution, transparency
around what we are focused on, accountability around results, quantification
of progress, rallying around ambitious key results, and improved company
culture.

How do you ensure ongoing momentum for OKRs?

Weekly status meetings at the executive level set the tone for the orga-
nization. Given we're using a shared Google Sheet, we can always see who's
accessing the OKRs document. There is always someone in the file reviewing
the OKRs. Our board reports are communicated using OKRs. The mid-quarter
reviews with all staff combined with the end-of-quarter scoring really ensures
we maintain momentum. Given we're in rapid growth mode, it’s important
to note that OKRs are now an essential part of our onboarding process. Our
challenge will be to continue to stretch ourselves to think big as the process of
OKRs becomes more routine.

What were the major surprises in your implementation?

The biggest surprise was how difficult it was to write good key results. It's
like an art. In theory, it's simple, but it wound up being much more difficult than
expected. The learning curve was steep, but it paid off. As we wrote OKRs, we
become better at thinking more critically about what we want to accomplish,
how we define and measure success, and how we hold ourselves accountable.

What would you do differently?

I would have started the process in December for the first quarter rather
than mid-January. We were not able to finalize OKRs until the end of January.
It would have been better to finalize OKRs earlier in the quarter.

Would you recommend using OKRs to other companies? Why or why
not?

Absolutely! As noted in my response to the first question, we now have
a level of operating rigor that we never had before. You can get your most
important work defined with results that are monitored and transparent for
everyone to see. Scoring is really a valuable piece. It's admittedly a little geeky
and can be met with some strange looks, but it's awesome to look at a quarter
and say, “Here’s how we did in an objective way based on scoring criteria
that we all agreed to up front.” There's no arguing about how successful
we were.
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TAXSLAYER

Anincome tax preparation business dating to 1965, TaxSlayer has evolved into
an innovative tax preparation and filing software development company that
retainsits founder’s commitment to a family-owned business and its employees,
customers, and community. Today, the company prepares millions of federal
and state tax returns annually. Devin Sherman, Director of Corporate Planning,
shared the story of their OKR implementation with us.

Why were OKRs introduced? Did you consider any other program?

We were looking for a goal framework that would help us plan and exe-
cute our work. We had used the SMART method: Set annual goals for the year
and that's it. But we had never focused on objectives and the results we want to
achieve. OKRs made perfect sense to us. The model allows us to add account-
ability to our work, set a cadence for greater urgency and better planning, and
focus on what's really important. The only other system we really considered
was KPIs/Balanced Scorecard.

Who initiated OKRs (who brought them to your attention; how did
they get on your radar screen)?

After watching the Rick Klau Google Ventures video and conducting some
other research, T (Devin) brought OKRs to the company’s attention in 2015. I
had conversations with the President and VP of Product about the history of
OKRs, how the model was born out of Intel, the simplicity of using OKRs, what
they were all about, and how we could really benefit from implementing them
here at TaxSlayer.

Who sponsored the implementation?

I sponsored the implementation.

Where in your organization did you develop OKRs? At the corporate
level? Or at a business unit level, and why?

To start with OKRs, we felt that developing at the corporate and division
level would be our best course of action. We wanted to wait until management
really understood OKRs before rolling it out to our employees.

What was your process for developing OKRs? Executive training,
retreats, workshops, etc.?

We began by holding an onsite retreat that included seven workshops for
our products and specific divisions that would be creating OKRs. We felt it was
important to have an OKRs coach/consultant assist us to get started, and we
utilized Ben's services.
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We wanted to make sure our directors came to the workshops prepared to
discuss their goals for the year. So I met with each of them to begin the initial
drafting of division-level OKRs that could then be reviewed at the retreat and
refined further.

Following the retreat, I met again with each director to wrap up final draft-
ing of division OKRs and set the first quarter key results and scoring for each
team. We then had an all-hands meeting at the end of March (right before the
new goal year began April 1%). We used that meeting to show the organiza-
tion that we had a plan for the year, what it was, and how we were measuring
ourselves (accountability).

Did you use the Google model? If so, did you modify it to fit your
organization?

I think we basically did use the Google model. The main difference I see is
that our organization and all divisions are setting both annual OKRs and quar-
terly key results. Our quarterly key results are what’s driving the annual OKRs.

How do you ensure your OKRs reflect the organization’s strategy—so
that you have people focused on doing the right things?

We're in a growth mode and expanding our reach in many ways. If OKRs
are driving growth and revenue, then we must question why, and learn from
what the results are telling us. Everyone understands that OKRs are the most
important things they're doing, and that should be moving the organization
forward.

How do you score your OKRs?

Scoring has been paramount to our use of OKRs, and I believe our directors
would agree with that. To set expectations and determine what's aspirational
we conduct scoring while setting our key results. This often leads to conversa-
tions and debate around what's challenging and what’s not. It forces us to have
conversations with aligned teams about various targets and measures, which
has been extremely helpful.

Do you have a limit on the number of OKRs?

We follow the best practice of setting three to five objectives, each with two
to four key results. There are a handful of exceptions where necessary, but for
the most part everyone is very focused on setting just the most important objec-
tives and key results for them.

How long did it take to develop your initial set of OKRs?

For about a month we conducted what I called “Pre-OKR Workshop Plan-
ning.” Imet with each division head to explain what we were doing with OKRs,
what level of clarity I was expecting this year before the workshop, and that
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OKRs were going to be set in the upcoming workshop. Between the start of these
meetings and when we finished drafting and published our first set of OKRs, two
months had passed.

Who manages the OKRs process on an ongoing basis?

In my role as Director of Corporate Planning I focus on two things: exe-
cution using OKRs (or short-term planning), and long-term three- to five-year
strategic planning.

Have you rolled OKRs out to lower levels of the organization?

Not at this time. We're waiting until we have a year under our belts with
OKRs at the company and division levels before rolling it out to the employee
level. Even then, we’ll consider it carefully given that some other technology
companies have moved away from individual OKRs in order to focus on the
team level.

What has been your approach to communicating and educating
OKRs to the organization as a whole?

We've used our monthly company meetings to communicate OKRs to the
entire organization. Going forward, I'd like to use some internal Microsoft 365
tools we have to develop a training and feedback site on our OKR process.

How do you ensure there is alignment among all OKRs?

We've designated parts of our master spreadsheet to record alignment to
corporate objectives as well as cross-functional alignment between divisions.

How do groups report on and review OKR results?

Reporting can be done weekly through the weekly OKR status report e-mail
each director sends to our executive team but also at mid-quarter check-ins.
I am holding an end-of-month OKR chat with each director to also review and
get a quick update on status.

Do you use a technology solution for OKRs?

The only technology solutions we use at this time are Microsoft Excel, Pow-
erPoint and OneDrive to house documents and our master spreadsheet. Our
thought processislet’s really learn what OKRs are and how to write great OKRs
first, then look at possible software solutions to help manage the process.

Have you, or did you ever, consider linking OKRs to compensation?
Why or why not?

We have not yet considered the linkage.

Have you linked OKRs to performance reviews? Why or why not?

By the end of the year, OKRs will be part of our managers’ quarterly perfor-
mance reviews, in terms of how they are using OKRs. Have they really adopted
OKRs, are they using them to their fullest potential, have they met with their
team, are they updating their team, etc.
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What specific benefits have you achieved from OKRs?

I think the specific benefits we have achieved are: (1) More
communication—especially conversations that OKRs forced, that we wouldn’t
have otherwise held. (2) Accountability is at a new level at TaxSlayer. We've
set expectations by scoring up front and I think this has really changed the
mindset of our managers to being results focused.

How do you ensure ongoing momentum for OKRs?

We make it fun and interactive for the management team. For example, it
could be an offsite planning retreat for two days where we get 80 percent of our
OKRs set. I also think it's a mindset change. We think of the best ways to reward
results, and celebrate as a group.

What were the major surprises in your implementation?

There were no real surprises, but we did have “Aha” moments with scoring
and the distinction between a task and a key result.

I'm exaggerating just a little, but setting scoring criteria for key results
upfront rocked our world and that was common feedback from our workshop
groups. Not only can our president hold us accountable for our expectations,
but also so can the managers themselves. The scoring can be a discussion tool
if there is disagreement in the numbers.

Being able to distinguish the difference between a task and a key result
was also huge. In the past, we had been run over by tasks and actions and not
focused on the real results we're looking to achieve.

What would you do differently?

Alignment! We didn’t have our company OKRs really nailed down before
the OKRs planning retreat and that hurt our alignment efforts to the top. We
also didn’t really force cross-functional alignment in the workshops, soI'm hav-
ing to ensure we're communicating the interdependencies between teams and
realizing that some are just business as usual support and not key results. Next
time we set OKRs, we will have the alignment checks right from the start, when
we're in the same room.

Would you recommend using OKRs to other companies? Why
or why not?

Absolutely. It's a framework that has a long track record so we know it’s
not another management fad. Google has used OKRs for over 20 years, and I
believe Intel still uses OKRs.

If you want a workforce focused on achieving results and working on the
right things, use OKRs. They will focus the work and effort and give you mea-
surable feedback every 30 or 90 days. If you just want to cross things off your
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list and keep employees busy, never knowing what direction you're headed in,
don’t use OKRs.

NOTE

1. Please note: While we asked the same questions of all respondents, not every-
one answered all questions. Also, some responses were edited for clarity. All
edits were subsequently approved by the responding company.
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