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A Note from the Author 

Why This Book Exists 

My name is Bala Pulem, and I have spent nearly two decades of 

professional experience. working across product-based companies 

and service organizations, in developer roles and leadership 

positions, navigating data engineering, analytics, and enterprise-

scale transformations. 

Over these years, I struggled. I made mistakes. I watched projects 

fail. I saw talented teams fall apart. I burned out. I learned the hard 

way that intelligence, effort, and good intentions are not enough. 

What separated success from failure was not how smart we were or 

how hard we worked. It was whether we had frameworks—

structured ways of thinking that work regardless of the technology, 

the industry, or the era. 

I started collecting these frameworks out of necessity. SWOT helped 

me assess strategic decisions. RAID saved projects from hidden 

risks. Radical Candor transformed how I gave feedback. OKRs 

aligned my teams. Crisis Response Playbooks prevented disasters. 

Over time, I realized something profound: these frameworks are 

timeless. They worked in the 1980s. They work today. They will 

work in 2075. Technology changes every decade. Business models 

evolve. Markets shift. But the fundamental challenges of 

leadership—making decisions under uncertainty, prioritizing 

ruthlessly, executing with accountability, building trust—these never 

change. 

I wrote this book to share what took me these years to learn. I wanted 

to give leaders a handbook they could use immediately—not theory, 

but practical frameworks backed by real stories. 



 

About the Stories in  

this Book 

Every chapter includes real stories from well-known companies and 

leaders: Kodak, Blockbuster, Nokia, Toyota, Boeing, Amazon, 

Netflix, Microsoft, Google, Uber, and many others. 

These stories are based on publicly available information—news 

reports, company filings, investigative journalism, executive 

interviews, and academic case studies. I have reconstructed 

timelines, conversations, and decisions to illustrate how frameworks 

apply in real situations. 

 

A Critical Note on Accuracy 

The numbers, timelines, and specific details in these stories may vary 

slightly from source to source. My intention is not to provide a 

forensic historical account. My intention is to illustrate the leadership 

principles and frameworks that matter. 

What matters is not whether the revenue was $10 billion or $12 

billion in a given year. What matters is the principle: systems 

generate their own behaviour, and leaders who understand systems 

win. 

  



 

How to Read this Book 

This book is not meant to be read once and shelved. It is meant to be 

used. The frameworks only work if you practice them. 

By Chapter 12, you will have learned 30+ frameworks. But do not 

try to use all of them at once. Choose your Core 5-7—the frameworks 

that fit your role, your personality, and your biggest challenges. 

Master those deeply. Build them into habits. Let them compound 

over years. That is how you become a durable leader. 
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Final Thought 

Leadership is hard. It always has been. It always will be. But it does 

not have to be chaotic. 

Frameworks give you clarity when everything is uncertain. 

Technology will change. Markets will shift. Industries will evolve. 

But leadership frameworks are unchanging. 

Master them. Use them. Build your system. Lead with discipline. 

Let’s begin. 

-- Bala Pulem 

 

 

 

 

 



 

Disclaimer 

The information, frameworks, case studies, opinions, and 

recommendations contained in this book are provided strictly for 

general educational and informational purposes only and do not 

constitute — and should not be construed as — professional legal, 

financial, accounting, tax, investment, or business advice of any 

kind; readers should consult appropriately qualified professionals 

before making any significant decision based on content herein. The 

author have made every reasonable effort to ensure accuracy at the 

time of writing but make no representations, warranties, or 

guarantees — express or implied — as to the accuracy, 

completeness, timeliness, or fitness for any particular purpose of any 

information contained herein, and expressly disclaim all liability for 

any errors, omissions, inaccuracies, or outcomes — direct, indirect, 

incidental, consequential, or otherwise — arising from reliance on 

this book, to the fullest extent permitted by applicable law. All 

company names, trademarks, case studies, and examples are the 

property of their respective owners, included solely for illustrative 

and educational commentary with no endorsement, affiliation, or 

criticism implied; all quotes and third-party frameworks are 

attributed in good faith from publicly available sources and remain 

the intellectual property of their respective originators; results 

described in case studies are specific to the historical contexts cited 

and are not representative of typical or guaranteed outcomes; and 

readers are solely responsible for ensuring their use of any content in 

this book complies with all laws and regulations applicable in their 

jurisdiction. 
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CHAPTER 1 

The Unchanging Problem 

“No technology has ever saved a business that ignored 

reality. And no framework has ever failed a leader who 

applied it with discipline.” 

The year was 1975. In Rochester, New York, a Kodak engineer 

named Steven Sasson built the first digital camera. It weighed 8 

pounds, captured 0.01 megapixels, and took 23 seconds to save one 

image to cassette tape. Clumsy, impractical, revolutionary. 

Sasson showed the prototype to Kodak executives. They saw exactly 

what it meant: digital cameras would eliminate photographic film. 

The business model that made Kodak profitable would become 

obsolete. They understood perfectly. Then they buried it. 

Why? Because Kodak made 80% of its revenue from film and 

developing chemicals. Digital photography had no film. 

Commercializing digital cameras meant destroying their most 

profitable product line. So Kodak chose comfort. They shelved the 

technology. 

Meanwhile, Canon, Sony, and Nikon—companies without film 

businesses to protect—moved aggressively into digital photography. 

By 2012, Kodak filed for bankruptcy. 

Blockbuster: The $50 Million Mistake 

Fast forward to 2000. Reed Hastings, founder of Netflix, walked into 

Blockbuster headquarters with a proposal. The price: $50 million to 

acquire Netflix. 

Blockbuster said no. They had 9,000 stores generating billions in 

revenue, much from late fees. The idea that consumers would wait 
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days for DVDs in the mail instead of driving 10 minutes seemed 

absurd. They chose comfort. 

By 2010, Blockbuster filed for bankruptcy. By 2024, Netflix was 

valued at over $250 billion with 260 million subscribers. 

What These Stories Have in Common 

The obvious answer: technology disruption. But that is incomplete. 

The truth: all these companies SAW the disruption coming. Kodak 

invented the digital camera. Blockbuster met with Netflix. Nokia 

engineers warned about touchscreens years before the iPhone. 

The problem was not information, capital, or talent. The problem was 

leadership frameworks. 

•  Kodak’s story is the ideal case to run SWOT against—it surfaces 
exactly the kind of strategic mismatch the framework is designed 
to expose. 

•  Blockbuster’s struggle with decision paralysis is a textbook 
DACI scenario—it shows how clarifying who owns the decision 
changes the outcome entirely. 

•  Nokia’s inability to pivot is precisely the kind of problem Pre-
Mortem is built for—imagining failure in advance so it can be 
prevented. 

“Technology will change. Markets will shift. Business 

models will evolve. But the thinking frameworks that 

separate successful leaders from failed ones remain 

constant across decades, industries, and eras.” 

In this chapter, you will learn three frameworks that would have 

saved these companies: 

•  SWOT Analysis: How to assess your strategic position honestly 

•  RAID Log: How to identify and track risks before they become 
crises 

•  Pre-Mortem: How to imagine failure in advance so you can 
prevent it 
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Framework 1: SWOT Analysis 

WHAT IT IS 

SWOT stands for Strengths, Weaknesses, Opportunities, and 

Threats. Developed in the 1960s at Stanford Research Institute, it 

remains one of the most widely used strategy tools in the world. 

SWOT is a 2×2 matrix that assesses four dimensions: 

•  STRENGTHS: Internal positive factors—what you do well, 
resources you have 

•  WEAKNESSES: Internal negative factors—what you do poorly, 
resources you lack 

•  OPPORTUNITIES: External positive factors—market trends, 
technologies favoring you 

•  THREATS: External negative factors—market trends, 
competitors hurting you 

The key insight: Strengths and Weaknesses are INTERNAL (under 

your control). Opportunities and Threats are EXTERNAL (not under 

your control). 

WHY IT MATTERS 

Most strategic planning fails because leaders do not assess reality 

honestly. They overestimate strengths, underestimate weaknesses, 

ignore threats, and miss opportunities. 

SWOT forces honesty. It makes you write down uncomfortable 

truths. It reveals strategic mismatches—when your biggest weakness 

exposes you to your biggest threat. 

For Kodak: their strength (film market dominance) was also their 

weakness (revenue dependence on film). The external threat (digital 

photography) directly attacked their core business. SWOT would 

have made this obvious. 
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HOW TO USE SWOT: STEP-BY-STEP 

SWOT Process 

1. Assemble 5-8 people who understand the business 
2. Spend 15 minutes brainstorming each quadrant separately 
3. Identify the top 3-5 most important items in each quadrant 
4. Ask strategic questions: - How can we use strengths to exploit 

opportunities? - How can we use strengths to mitigate threats? - How 
can we fix weaknesses to exploit opportunities? - What if weaknesses 
are exposed by threats? 

5. Create action items. Every insight gets an owner and deadline. 
6. Review quarterly. Markets change. Your SWOT evolves. 

EXAMPLE: KODAK SWOT IN 1990 

If Kodak had run a rigorous SWOT analysis in 1990—22 years 

before bankruptcy—here is what they would have discovered: 

STRENGTHS - Market leader in 

film (80% US, 50% global share) - 

Strong brand recognition - Massive 

global distribution network - World-

class R&D (invented digital camera 

1975) - Deep professional 

photographer relationships 

WEAKNESSES - Revenue almost 

entirely film-dependent (80% of 

profit) - Culture resistant to change 

and innovation - No expertise in 

software or digital ecosystems - 

Retail-focused model (not digital-

ready) - Slow decision-making due 

to bureaucracy 

OPPORTUNITIES - Consumer 

electronics market growing rapidly - 

Digital photography adoption 

accelerating - Internet enabling new 

distribution models - Emerging 

markets expanding middle class 

THREATS - Canon, Sony, Nikon 

investing heavily in digital R&D - 

Film sales declining 8-10% per year 

- Consumer preferences shifting to 

convenience - Retail consolidation 

(Walmart gaining pricing power) 

Now ask the strategic questions: 

How can we use strengths to exploit opportunities? 

Our R&D capability (strength) + digital photography market growth 

(opportunity) = We should commercialize digital cameras 

aggressively. We invented this technology. We should own this 

market. 
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What if weaknesses are exposed by threats? 

Our revenue dependence on film (weakness) + declining film sales 

(threat) = If we do nothing, we die. Film is a declining market. Digital 

is the future. We must cannibalize ourselves before competitors do it 

for us. 

The SWOT makes one conclusion inescapable: Kodak must 

commercialize digital cameras immediately, even if it destroys the 

film business. There is no other viable path. 

This is why Kodak’s story is such a powerful lens for SWOT—the 

framework surfaces a conclusion that is hard to ignore. It gives 

leaders the structure to confront strategic mismatches before they 

become irreversible. 

COMMON MISTAKES TO AVOID 

•  Listing too many items: Focus on 3-5 per quadrant. More than 
that loses clarity. 

•  Confusing internal and external: What internal weakness does 
competition exploit? 

•  No follow-through: SWOT is worthless without action items 
with owners and deadlines. 

•  One-and-done mindset: SWOT should be reviewed quarterly as 
markets change. 

SWOT is timeless because strategic positioning is timeless. 

Whether navigating film-to-digital (1990), retail-to-streaming 

(2000), hardware-to-software (2007), or human-to-AI (2025)—the 

framework remains the same. 

Framework 2: RAID Log 

WHAT IT IS 

RAID stands for Risks, Assumptions, Issues, and Dependencies. It is 

a project management framework that forces leaders to identify and 

monitor everything that could derail execution. 
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•  RISKS: Things that MIGHT go wrong (probability < 100%) 

•  ASSUMPTIONS: Things you are taking for granted (if wrong, 
plan fails) 

•  ISSUES: Things that ARE going wrong right now (probability = 
100%) 

•  DEPENDENCIES: External factors you rely on but do not 
control 

Every RAID item gets: description, severity (High/Medium/Low), 

owner, and mitigation plan. 

WHY IT MATTERS 

Most project failures happen because teams knew the risks but never 

formally tracked them. RAID forces you to name what makes you 

uncomfortable. 

Credit Suisse in 2023: If they had maintained proper RAID, their 

exposure to Archegos Capital and Greensill Capital would have been 

flagged as High severity risks requiring immediate mitigation. This 

is precisely the scenario RAID is built to prevent—high-severity 

exposures that needed owners and mitigation plans. 

HOW TO USE RAID 

RAID Process 

1. At project kickoff, brainstorm all risks, assumptions, issues, 
dependencies 

2. Score each item: High/Medium/Low severity 
3. Assign an owner to every High item 
4. Create mitigation plans for all High risks 
5. Review RAID weekly—update status, add new items, close resolved 

ones 
6. Escalate any High issue that remains unresolved for 2+ weeks 

EXAMPLE: BLOCKBUSTER RAID IN 2004 

If Blockbuster had run RAID when launching Blockbuster Online in 

2004: 
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•  RISK (High): Franchise owners resist online, fearing store 
cannibalization → Owner: CEO → Mitigation: Create revenue 
sharing model for franchises 

•  ASSUMPTION (High): Consumers will prefer in-store over 
mail delivery → Owner: CMO → Test: Run 6-month pilot in 3 
markets 

•  ISSUE (High): Internal IT team lacks streaming expertise → 
Owner: CTO → Action: Hire external team or acquire streaming 
startup 

•  DEPENDENCY (High): Broadband adoption rate → Owner: 
Strategy VP → Monitor: Track quarterly ISP penetration data 

If Blockbuster had tracked this RAID weekly, the franchise 

resistance (High Issue) would have escalated in Month 2. Leadership 

would have been forced to choose: override the franchises or kill the 

project. Either decision is better than paralysis. 

Blockbuster’s trajectory is a textbook example of what RAID is 

designed to prevent: named risks going untracked, assumptions 

unchallenged, and critical issues without owners. 

COMMON MISTAKES 

•  Not reviewing weekly: RAID that sits in a file is worthless. 
Weekly review is non-negotiable. 

•  No owners assigned: Every High item needs a named owner. No 
owner = no accountability. 

•  Accepting High risks without mitigation: If a High risk has no 
mitigation plan, you are gambling. 

RAID works in any era because uncertainty is timeless. AI projects 

need RAID. Quantum computing projects will need RAID. The 

format stays constant. 
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Framework 3: Pre-Mortem 

WHAT IT IS 

A Pre-Mortem is the opposite of a post-mortem. Instead of analyzing 

failure after it happens, you imagine failure in advance and work 

backward to identify causes. 

The exercise: “It is 12 months from now. Our project has failed 

spectacularly. Why did it fail?” 

WHY IT MATTERS 

Pre-Mortem is psychologically powerful. It gives people permission 

to voice concerns they would otherwise suppress. It surfaces risks 

that SWOT and RAID might miss because they are uncomfortable 

truths. 

Nokia in 2006: If leadership had run Pre-Mortem imagining iPhone-

style devices dominating in 5 years, engineers would have said: “We 

failed because we stuck with hardware while competitors built 

software ecosystems. “Leadership would have heard the warning. 

HOW TO RUN PRE-MORTEM 

Pre-Mortem Exercise 

1. Gather the team. Say: “It is 12 months from now. Our project has 
failed. Why?” 

2. Give everyone 5 minutes to write down failure reasons 
3. Go around the room—each person shares one failure cause 
4. Capture all failure modes on a whiteboard 
5. For each failure mode: How likely is this? Can we prevent it? 
6. Create action items to prevent the most likely failure modes 

EXAMPLE: KODAK PRE-MORTEM IN 1995 

Imagine Kodak leadership running Pre-Mortem in 1995 asking: “It 

is 2005. Kodak market share has collapsed. Why?” Participants 

would have said: 



The Unchanging Framework 

9 

•  “We failed because digital cameras became cheaper and better 
than film. Consumers switched.” 

•  “We failed because Canon and Sony moved faster than us on 
digital.” 

•  “We failed because we protected film profits instead of investing 
in digital.” 

•  “We failed because our retail partners abandoned us for digital 
camera makers.” 

Every single one of these predictions came true. A 1995 Pre-Mortem 

would have surfaced them 10 years before bankruptcy. 

They did not run Pre-Mortem. They ran straight into the future they 

feared. 

COMMON MISTAKES 

•  Not creating psychological safety: If people fear speaking truth, 
Pre-Mortem fails. Leader must encourage honesty. 

•  No follow-up: Identifying failure modes is worthless if you do 
not create prevention plans. 

•  Dismissing uncomfortable predictions: The most valuable Pre-
Mortem insights are the ones that make you uncomfortable. 

Pre-Mortem works across eras because humans resist imagining 

failure. The framework forces the uncomfortable conversation. 

Chapter Summary 

You now have three timeless frameworks: 

•  SWOT: Assess your strategic position honestly by mapping 
internal strengths/weaknesses against external 
opportunities/threats 

•  RAID: Track risks, assumptions, issues, and dependencies 
systematically with severity scores, owners, and mitigation plans 

• Pre-Mortem: Imagine failure in advance to surface risks your 
team is afraid to voice 
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These frameworks existed before AI. They will exist after AI. They 

work because they address timeless problems: uncertainty, risk, and 

the human tendency to avoid uncomfortable truths. 

Kodak, Blockbuster, and Nokia had the information, capital, and 

talent to survive. What they lacked was the discipline to apply these 

frameworks. 

You now have them. Use them.  

*** 
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CHAPTER 2 

Seeing Reality: Risk Assessment 

“Risk ignored is risk realized. The question is not whether 

you will face risk. The question is whether you will see it 

coming.” 

The year was 2008. AIG was the largest insurance company in the 

world. Market capitalization: over $200 billion. AAA credit rating. 

Operating in 130 countries. Too big to fail. 

Then, in September 2008, AIG collapsed. The U.S. government 

stepped in with a $182 billion bailout—the largest in history—to 

prevent systemic financial collapse. 

What happened? AIG had sold credit default swaps—essentially 

insurance on mortgage-backed securities—worth $500 billion. When 

the housing market collapsed, AIG owed money it did not have. The 

company went from AAA-rated to insolvent in weeks. 

The devastating part: AIG leadership knew the risk. Internal risk 

managers had warned about the exposure to mortgage-backed 

securities as early as 2005. But leadership was focused on 15% 

annual profit growth targets. Risk warnings were dismissed as overly 

conservative. The company kept selling swaps. 

By 2008, when the housing market crashed, it was too late. AIG 

could not cover its obligations. The collapse nearly brought down the 

entire financial system. 

Boeing 737 MAX: Risk Blindness in Engineering 

Fast forward to 2018. Boeing launched the 737 MAX—an updated 

version of its bestselling aircraft. The plane had a new, larger engine 

that changed the aircraft aerodynamics. To compensate, Boeing 
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installed MCAS (Manoeuvring Characteristics Augmentation 

System), an automated flight control system. 

The problem: MCAS relied on a single sensor. If that sensor 

malfunctioned, MCAS would push the nose down repeatedly, even 

when pilots pulled up. Boeing did not inform pilots about MCAS in 

training manuals. The company assumed pilots would intuitively 

override the system. 

October 2018: Lion Air Flight 610 crashed. 189 people died. March 

2019: Ethiopian Airlines Flight 302 crashed. 157 people died. Both 

crashes were caused by MCAS malfunction. 

Boeing had run risk assessments. Internal documents showed 

engineers flagged MCAS as a potential single-point failure. But the 

risk was categorized as “hazardous” instead of “catastrophic,” 

meaning it did not require redundant sensors or extensive pilot 

training. 

The risk was seen. It was documented. It was accepted. Two plane 

crashes and 346 deaths later, the 737 MAX was grounded worldwide 

for 20 months. 

What These Stories Have in Common 

Both AIG and Boeing saw the risk. Both had professional risk 

management teams. Both documented the exposure. Both failed 

because leadership treated risk assessment as a compliance exercise 

rather than a decision-making tool. 

•  AIG identified the mortgage-backed securities risk in 2005. 
Leadership accepted it because profit growth was the priority. 

•  Boeing identified the MCAS single-point failure risk. Leadership 
accepted it because keeping costs down and timelines short was 
the priority. 

In both cases, the frameworks existed. The warnings were raised. The 

difference between survival and catastrophe was whether leadership 

acted on what they saw. 
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“Risk assessment is not about predicting the future. It is 

about forcing yourself to see uncomfortable truths and act 

before they become catastrophes.” 

In this chapter, you will learn three frameworks that force you to see 

reality: 

•  RAID Log (Deep-Dive): How to track and escalate risks 
systematically 

•  Risk Matrix (2×2): How to prioritize risks by probability and 
impact 

•  Scenario Planning: How to prepare for multiple possible futures 

Framework 1: RAID Log (Deep-Dive) 

WHAT IT IS 

In Chapter 1, you learned RAID basics. Now we go deeper. RAID is 

not just a list. It is a decision-forcing mechanism. Every High-

severity item on your RAID log should trigger one of three actions: 

•  MITIGATE: Reduce the probability or impact 

•  ACCEPT: Consciously decide the risk is worth taking 

•  ELIMINATE: Change the plan to remove the risk entirely 

The power of RAID: it makes risk acceptance explicit. AIG accepted 

mortgage-backed securities risk. Boeing accepted MCAS single-

sensor risk. Both decisions were documented. The failure was not 

seeing the risk—it was accepting it without understanding the 

consequences. 

WHY IT MATTERS 

Most leaders think they are managing risk. In reality, they are just 

aware of it. Awareness without action is not management. RAID 

forces action. Every High item needs an owner, a mitigation plan, 

and a review date. If any of those are missing, you are not managing 

risk—you are hoping it goes away. 
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HOW TO USE RAID: ADVANCED 

RAID Advanced Process 

1. Weekly review (non-negotiable): Every Monday, review all High 
items 

2. Escalation rule: Any High risk unresolved for 2 weeks escalates to 
executive leadership 

3. Mitigation tracking: For every High risk, track: - Current mitigation 
effort (0-100%) - Residual risk after mitigation (High/Medium/Low) 
- Target completion date for mitigation 

4. Acceptance protocol: If accepting a high risk, document: - Why the 
risk is acceptable - What conditions would make it unacceptable - 
Review date to reassess 

5. Dependency monitoring: For every dependency, identify: - Backup 
option if primary fails - Early warning indicators that dependency is 
at risk 

EXAMPLE: AIG RAID (IF THEY HAD USED IT 

PROPERLY) 

If AIG had maintained rigorous RAID in 2005, here is what the 

mortgage-backed securities exposure would have looked like: 

•  RISK (High): Exposure to $500B in credit default swaps on 
mortgage-backed securities. If housing market declines >10%, 
we cannot cover obligations. 

•  Owner: Chief Risk Officer 

•  Mitigation: (1) Cap total swap exposure at $200B, (2) Require 
collateral from counterparties, (3) Stress-test portfolio quarterly 
against 20% housing decline 

•  Acceptance criteria: If mitigation not implemented by Q2 2006, 
escalate to Board for risk acceptance decision 

•  Review: Monthly 

If AIG had followed this process, one of two things would have 

happened: either they would have capped exposure (mitigation), or 

the Board would have explicitly accepted catastrophic risk. Either 

way, the decision would have been conscious, not accidental. 

They did not use RAID rigorously. The risk was noted but never 

escalated. By 2008, it was too late. 
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COMMON MISTAKES 

•  Treating RAID as a document: RAID is not a file. It is a weekly 
decision-making ritual. 

•  No escalation process: If High risks sit for months without 
resolution, your RAID is theatre. 

•  Accepting risks implicitly: Silence is not acceptance. Document 
every conscious risk acceptance. 

RAID works in any era because risk is timeless. AI projects have 

risks. Quantum computing projects will have risks. The process of 

naming, tracking, and acting on risks does not change. 

Framework 2: Risk Matrix (Probability × Impact) 

WHAT IT IS 

A Risk Matrix is a 2×2 grid plotting every risk by two dimensions: 

Probability (how likely) and Impact (how bad if it happens). 

•  High Probability / High Impact = CRITICAL (address 
immediately) 

•  Low Probability / High Impact = MONITOR (prepare 
contingency) 

•  High Probability / Low Impact = MITIGATE (reduce likelihood) 

•  Low Probability / Low Impact = ACCEPT (track periodically) 

The matrix forces you to prioritize. Not all risks are equal. A High 

Probability / High Impact risk should get 100× more attention than a 

Low/Low risk. 

WHY IT MATTERS 

Boeing miscategorized MCAS risk as “hazardous” instead of 

“catastrophic” That single categorization error meant the risk did not 

trigger redundant sensor requirements or pilot training. If Boeing had 

used a Risk Matrix properly, MCAS would have been High 

Probability (sensor failures are common) / High Impact (plane crash) 

= CRITICAL. 
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Two crashes and 346 deaths later, the error was obvious. The Risk 

Matrix would have caught it in 2017. 

HOW TO USE RISK MATRIX 

Risk Matrix Process 

1. List all identified risks 
2. For each risk, assess: - Probability: What are the odds this happens? 

(High = >50%, Low = <10%) - Impact: How bad is it if it happens? 
(High = catastrophic/fatal, Low = minor/recoverable) 

3. Plot every risk on the 2×2 grid 
4. Apply decision rules: - High/High: Drop everything. Fix this now. - 

Low/High: Create detailed contingency plan. Monitor quarterly. - 
High/Low: Implement mitigation to reduce probability. - Low/Low: 
Track annually. Do not waste resources. 

5. Review matrix quarterly. Probabilities and impacts change. 

EXAMPLE: RISK MATRIX VISUAL 

Here is what a Risk Matrix looks like with example risks plotted: 

HIGH PROBABILITY / HIGH 

IMPACT CRITICAL - Address 

immediately - System security 

breach - Key supplier bankruptcy - 

Regulatory non-compliance 

LOW PROBABILITY / HIGH 

IMPACT MONITOR - Prepare 

contingency - Natural disaster at 

facility - Major technology 

disruption - Executive departure 

HIGH PROBABILITY / LOW 

IMPACT MITIGATE - Reduce 

likelihood - Minor software bugs - 

Staff turnover - Vendor delays 

LOW PROBABILITY / LOW 

IMPACT ACCEPT - Track 

periodically - Minor process 

inefficiencies - Equipment wear and 

tear - Office supply shortages 

 

Notice: A Low Probability / High Impact risk (like “natural disaster 

at facility”) still requires action—specifically, a contingency plan. 

You may never use it. But if the event happens, you need to know 

exactly what to do. 

Boeing treated MCAS as Low Probability / Low Impact 

(“hazardous”). It was actually High Probability / High Impact 
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(“catastrophic”). The matrix would have forced the correct 

classification. 

COMMON MISTAKES 

•  Underestimating probability: “It has never happened before” is 
not evidence it will not happen. Ask: What could cause this? 

•  Underestimating impact: “We can recover” is often wishful 
thinking. Ask: What if we cannot? 

•  Not updating the matrix: Risks change. Review quarterly. 

Risk Matrix is timeless because prioritization is timeless. Whether 

managing financial risks (AIG), engineering risks (Boeing), or AI 

risks (2025+), the 2×2 grid forces clarity. 

Framework 3: Scenario Planning 

WHAT IT IS 

Scenario Planning is preparing for multiple possible futures. Instead 

of predicting one outcome, you plan for three: 

•  Best Case: Everything goes right 

•  Worst Case: Everything goes wrong 

•  Most Likely Case: The realistic middle ground 

The goal: ensure you have a plan for all three. Most leaders only plan 

for “Most Likely. “Then when “Worst Case“ happens, they freeze. 

WHY IT MATTERS 

AIG in 2007: Best Case = housing prices rise, swaps profitable. Most 

Likely = housing stable, break even. Worst Case = housing declines 

10-20%, massive losses. AIG only planned for Best/Most Likely. 

When Worst Case (housing down 30%) hit, they had no plan. Panic. 

Bailout. 

If AIG had run Scenario Planning in 2005, they would have asked: 

“What if housing declines 30%? Do we survive?“ Answer: No. 
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Action: Cap exposure or exit the market. They did neither. They 

collapsed. 

HOW TO USE SCENARIO PLANNING 

Scenario Planning Process 

1. Identify the critical uncertainty: What variable matters most? (For 
AIG: housing prices. For Boeing: sensor reliability.) 

2. Define three scenarios: - Best Case: Variable goes in your favor - 
Worst Case: Variable goes against you - Most Likely: Variable stays 
neutral 

3. For each scenario, ask: - What would we do? - Do we survive? - What 
early warning signs tell us which scenario is unfolding? 

4. Create contingency plans for Worst Case 
5. Monitor indicators monthly to detect which scenario is happening 

EXAMPLE: BOEING MCAS SCENARIO PLANNING 

If Boeing had run Scenario Planning on MCAS in 2017: 

Critical uncertainty: Sensor reliability 

Best Case: Sensors work perfectly. MCAS prevents stalls. Zero 

incidents. 

Action: Standard monitoring. 

Most Likely Case: Occasional sensor glitches. Pilots override 

MCAS. Minor incidents, no crashes. 

Action: Pilot training on MCAS. Sensor redundancy considered. 

Worst Case: Sensor fails. MCAS forces nose down. Pilots cannot 

override. Plane crashes. 

Action: MANDATORY redundant sensors. Extensive pilot training. 

Cockpit warning system. Ground planes if any sensor fails. 

If Boeing had planned for Worst Case, the 737 MAX would have had 

redundant sensors and pilot training from Day 1. Two crashes would 

have been prevented. Instead, they only planned for Best/Most 

Likely. Worst Case killed 346 people. 
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COMMON MISTAKES 

•  Not planning for Worst Case: “It will not happen” is not a plan. 

•  Worst Case not bad enough: Ask: What if it is 2× worse than we 
imagine? 

•  No early warning indicators: How do you know which scenario 
is unfolding? Define the signals. 

Scenario Planning is timeless because uncertainty is timeless. AI 

adoption has best/worst/likely cases. Quantum computing will too. 

Planning for all three ensures you are never surprised. 

Chapter Summary 

You now have three frameworks that force you to see reality: 

•  RAID Log (Deep-Dive): Track risks systematically with owners, 
mitigation plans, escalation rules, and conscious acceptance 
protocols 

•  Risk Matrix (2×2): Prioritize risks by plotting Probability × 
Impact, then apply decision rules for each quadrant 

•  Scenario Planning: Prepare for Best, Worst, and Most Likely 
futures so you are never caught without a plan 

AIG saw the mortgage risk. Boeing saw the MCAS risk. Both failed 

because they did not act on what they saw. These frameworks force 

action. Use them. 

The question is not whether you will face risk. The question is 

whether you will see it coming and act before it destroys you. 

*** 
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CHAPTER 3 

Making the Call: Decision-

Making Under Uncertainty 

“Good decisions come from frameworks, not instinct. 

When you cannot predict the future, you need systems that 

work regardless of what happens next.” 

 

The year was 2000. Blockbuster had a decision to make. 

Reed Hastings, CEO of a small startup called Netflix, sat across from 

Blockbuster leadership with a proposal: partner with us. We handle 

online rentals. You promote us in stores. Price: $50 million. 

Blockbuster had to decide: Is this the future of entertainment, or a 

niche that will never replace stores? 

The information available to Blockbuster: 

•  Netflix had 300,000 subscribers (tiny compared to Blockbuster 
50+ million customers) 

•  Internet penetration was 50% of U.S. households, growing fast 

•  Broadband adoption was accelerating 

•  DVD-by-mail was profitable for Netflix at small scale 

•  Blockbuster internal research showed consumers valued 
convenience over selection 

Blockbuster said no. The decision logic: our core business (stores + 

late fees) is too profitable to disrupt. Online is years away from 

mainstream. We will wait and watch. 

By 2004, Netflix had 2 million subscribers. Blockbuster panicked 

and launched Blockbuster Online. But franchise owners resisted, 
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fearing store cannibalization. Internal politics paralyzed execution. 

By 2010, Blockbuster filed for bankruptcy. 

The question is not whether Blockbuster made the wrong decision in 

2000. The question is: how did they make the decision? Answer: gut 

instinct and wishful thinking. No decision framework. No systematic 

evaluation of options. No clear decision owner. Just hope that the 

future would look like the past. 

Microsoft Cloud Bet: The Right Decision Framework 

Now consider Microsoft in 2014. CEO Satya Nadella had a decision 

to make. 

Microsoft was a software licensing company. Windows and Office 

generated $80 billion annually. But the market was shifting to cloud 

computing. Amazon Web Services (AWS) was growing 50% per 

year. If Microsoft did not move to cloud, they would become 

irrelevant. 

The decision: Go all-in on cloud (Azure), even if it cannibalizes 

Windows/Office revenue. 

This was not an obvious choice. Moving to cloud meant: 

•  Transitioning from one-time license sales to subscription revenue 
(lower margins initially) 

•  Competing with AWS, which had a 5-year head start 

•  Retraining thousands of salespeople 

•  Potentially angering enterprise customers who had invested in 
on-premise infrastructure 

Nadella made the call: cloud is the future. We go all-in. By 2024, 

Azure generated $120 billion annually. Microsoft market cap went 

from $300 billion (2014) to over $3 trillion (2024). 

How did Nadella make this decision? He used a decision framework. 

He mapped out scenarios. He identified what would have to be true 

for cloud to succeed. He assigned clear ownership. He made the call, 

then executed with conviction. 
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What These Stories Have in Common 

Both Blockbuster and Microsoft faced uncertainty. Neither could 

predict the future with certainty. The difference: Microsoft used 

decision frameworks. Blockbuster used hope. 

“When you cannot predict the future, frameworks give you 

a systematic way to evaluate options, make the call, and 

commit to execution.” 

In this chapter, you will learn four frameworks for making decisions 

under uncertainty: 

•  Decision Trees: Map options, outcomes, and probabilities 

•  DACI: Clarify who makes the decision and who provides input 

•  Cynefin Framework: Match decision approach to problem 
complexity 

•  Eisenhower Matrix: Prioritize when everything feels urgent 

Framework 1: Decision Trees 

WHAT IT IS 

A Decision Tree is a visual map of options, outcomes, and 

probabilities. You start with a decision point, branch out to all 

possible options, then branch again to all possible outcomes for each 

option. The result: a complete map of your decision landscape. 

For each outcome, you assign: 

•  Probability: How likely is this outcome? (0-100%) 

•  Value: How good/bad is this outcome? (dollar value or score) 

•  Expected Value: Probability × Value 

The framework forces you to think through all possible futures, not 

just the one you hope for. 
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WHY IT MATTERS 

Blockbuster in 2000 did not map the decision tree. If they had, it 

would have looked like this: 

OPTION 1: Partner with Netflix ($50M) 

•  Outcome A (40% probability): Online becomes mainstream. We 
own it. Value: +$5B over 10 years. 

•  Outcome B (40% probability): Online grows slowly. Break even. 
Value: $0. 

•  Outcome C (20% probability): Online fails. We lose $50M. 
Value: 

-$50M. 

•  Expected Value: (0.4 × $5B) + (0.4 × $0) + (0.2 × -$50M) = 
$1.99B 

OPTION 2: Do nothing 

•  Outcome A (40% probability): Online becomes mainstream. We 
lose market. Value: -$10B. 

•  Outcome B (40% probability): Online grows slowly. We stay 
dominant. Value: +$2B. 

•  Outcome C (20% probability): Online fails. We win. Value: 
+$5B. 

•  Expected Value: (0.4 × -$10B) + (0.4 × $2B) + (0.2 × $5B) = 

-$2.2B 

Decision Tree conclusion: Partner with Netflix. Expected value is 

$2B vs. -$2.2B for doing nothing. 

Blockbuster did not run this analysis. They picked “do nothing” 

based on hope. Ten years later, bankruptcy. 
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HOW TO USE DECISION TREES 

Decision Tree Process 

1. Define the decision point: What choice are you making? 
2. List all options: Do not limit yourself to two. Consider 3-5 realistic 

alternatives. 
3. For each option, branch to all possible outcomes 
4. Assign probabilities to each outcome (must sum to 100%) 
5. Assign values to each outcome (revenue, cost, strategic value) 
6. Calculate Expected Value for each option: Sum of (Probability × 

Value) 
7. Choose the option with highest Expected Value 
8. Sensitivity test: What if probabilities are off by 20%? Does decision 

change? 

COMMON MISTAKES 

•  Only considering two options: Most decisions have 3+ viable 
paths. Map them all. 

•  Ignoring low-probability, high-impact outcomes: A 5% 
chance of catastrophe still matters. 

•  Not testing sensitivity: If small probability changes flip your 
decision, you are on shaky ground. 

Decision Trees work in any era because uncertainty is timeless. AI 

adoption decisions, quantum computing bets, market entry choices—

all benefit from mapping the tree. 

Framework 2: DACI Framework 

WHAT IT IS 

DACI clarifies decision roles. Every decision has four roles: 

•  DRIVER: Owns the decision process, gathers input, makes 
recommendation 

•  APPROVER: Has veto power, makes the final call 

•  CONTRIBUTORS: Provide input, but do not decide 

• INFORMED: Need to know the outcome, but do not contribute 
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The framework prevents decision paralysis. When everyone thinks 

they have a vote, no one decides. DACI makes it explicit: one person 

(Approver) makes the call. 

WHY IT MATTERS 

Blockbuster in 2004: Who owned the decision to launch Blockbuster 

Online? CEO wanted it. CFO worried about cost. Franchise owners 

resisted. Result: paralysis. No one had clear authority. The decision 

dragged for months while Netflix grew. 

If Blockbuster had used DACI: 

•  DRIVER: Chief Strategy Officer (owns the analysis, makes 
recommendation) 

•  APPROVER: CEO (makes final call) 

•  CONTRIBUTORS: CFO (financial impact), CTO (technical 
feasibility), Head of Franchises (franchisee impact) 

• INFORMED: Board, all VPs 

With DACI, the decision would have been made in weeks, not 

months. CEO would have heard all input, then made the call. Execute 

or kill. Either way, no paralysis. 

HOW TO USE DACI 

DACI Process 

1. At the start of any major decision, assign roles explicitly 
2. Driver creates timeline: Input due by [date], Decision by [date] 
3. Contributors provide input in writing (no endless meetings) 
4. Driver synthesizes input, makes recommendation to Approver 
5. Approver makes the call within 48 hours of recommendation 
6. Driver communicates decision to Informed group 
7. CRITICAL: Once Approver decides, debate ends. Execute. Note: 

Approver is usually CEO for strategic decisions, but can be delegated 
to VPs for tactical decisions. 

COMMON MISTAKES 

•  Too many Approvers: One person makes the call. If you have 3 
Approvers, you have chaos. 
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•  Confusing Contributors with Approvers: Contributors give input. 
They do not vote. 

•  Not setting deadlines: Without deadlines, DACI becomes endless 
consultation. 

DACI works across eras because decision paralysis is timeless. 

Whether deciding on AI strategy, cloud migration, or market entry—

DACI forces clarity and speed. 

Framework 3: Cynefin Framework 

WHAT IT IS 

Cynefin (pronounced kuh-NEV-in) helps you match your decision 

approach to problem complexity. Not all problems are the same. 

Some are simple. Some are complex. Some are chaotic. Each 

requires a different approach. 

•  SIMPLE: Clear cause-effect. Best practice exists. → SENSE → 
CATEGORIZE → RESPOND 

•  COMPLICATED: Multiple right answers. Expert analysis 
needed. → SENSE → ANALYZE → RESPOND 

•  COMPLEX: Cause-effect only clear in hindsight. → PROBE → 
SENSE → RESPOND 

•  CHAOTIC: No clear cause-effect. Act immediately. → ACT → 
SENSE → RESPOND 

The mistake leaders make: treating complex problems as if they were 

simple. You cannot plan your way out of complexity. You have to 

probe, experiment, and adapt. 

EXAMPLE: MICROSOFT CLOUD DECISION (COMPLEX) 

In 2014, cloud computing was Complex, not Simple. No one knew 

if enterprise customers would adopt it at scale. Nadella could not 

analyze his way to certainty. He had to probe: launch Azure, test with 

customers, sense what works, respond fast. 
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This is why Microsoft succeeded. They treated cloud as Complex. 

They experimented. They adapted. AWS had a head start, but 

Microsoft closed the gap by moving faster. 

COMMON MISTAKES 

•  Treating Complex as Simple: You cannot create a 5-year plan for 
a complex problem. Experiment instead. 

•  Treating Simple as Complex: Do not overthink routine decisions. 
Use best practice and move on. 

Framework 4: Eisenhower Matrix 

WHAT IT IS 

The Eisenhower Matrix helps you prioritize when everything feels 

urgent. Plot every decision/task on a 2×2 grid: Urgent vs. Important. 

•  URGENT & IMPORTANT: Do first (crises, deadlines) 

•  NOT URGENT & IMPORTANT: Schedule (strategy, 
planning, relationships) 

•  URGENT & NOT IMPORTANT: Delegate (interruptions, 
emails) 

•  NOT URGENT & NOT IMPORTANT: Delete (time wasters) 

VISUAL: EISENHOWER MATRIX 

URGENT & IMPORTANT DO 

FIRST - Crisis, deadlines - 

Customer crisis requiring immediate 

response - Project deadline 

tomorrow - Critical system failure 

NOT URGENT & IMPORTANT 

SCHEDULE - Strategy, planning - 

Strategic planning for next quarter - 

Professional development - Building 

relationships 

URGENT & NOT IMPORTANT 

DELEGATE - Interruptions - Most 

emails and phone calls - Some 

meetings - Other people 

emergencies 

NOT URGENT & NOT 

IMPORTANT DELETE - Time 

wasters - Busy work with no value - 

Excessive social media - 

Unnecessary reports 
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The insight: Most leaders spend 80% of their time in “Urgent & Not 

Important” (emails, meetings, interruptions). The best leaders spend 

80% in “Not Urgent & Important” (strategy, planning, development). 

HOW TO USE IT 

Eisenhower Process 

1. Every Monday, list all decisions and tasks for the week 
2. Plot each on the matrix: Urgent? Important? 
3. Block calendar time: - 60% for “Not Urgent & Important” (strategy, 

planning) - 30% for “Urgent & Important” (crises, deadlines) - 10% 
for “Urgent & Not Important” (delegate most) - 0% for “Not Urgent 
& Not Important” (delete) 

4. Protect “Not Urgent & Important” time ruthlessly. This is where 
leadership happens. 

COMMON MISTAKES 

•  Confusing Urgent with Important: Just because someone 
emailed you does not make it important. 

•  Not scheduling Important work: If it is not on your calendar, it 
will not happen. 

•  Not delegating: Urgent + Not Important should go to someone 
else. 

Eisenhower Matrix is timeless because urgency bias is timeless. 

Whether managing 2025 priorities or 2075 priorities, the matrix 

forces you to distinguish urgent from important. 

Chapter Summary 

You now have four frameworks for making decisions under 

uncertainty: 

•  Decision Trees: Map all options and outcomes, assign 
probabilities and values, calculate expected value, choose the best 
option 

•  DACI: Clarify decision roles—Driver owns the process, 
Approver makes the call, Contributors give input, Informed are 
told the outcome 
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•  Cynefin Framework: Match your approach to problem 
complexity—Simple (best practice), Complicated (expert 
analysis), Complex (probe and adapt), Chaotic (act immediately) 

•  Eisenhower Matrix: Prioritize by Urgent vs. Important, spend 
60% of time on Not Urgent & Important work 

Blockbuster had no decision framework. They used hope. Microsoft 

had frameworks. They made the call and executed with conviction. 

When you cannot predict the future, frameworks give you a 

systematic way to decide. Use them. 

*** 
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CHAPTER 4 

What Matters Most: 

Prioritization & Focus 

“Strategy is not about doing more. It is about doing less—

but doing the right things relentlessly.” 

The year was 1997. Amazon was a small online bookstore. Revenue: 

$148 million. Losses: $31 million. Wall Street analysts questioned 

whether the company would survive. 

Jeff Bezos made a decision that would define Amazon for the next 

25 years: We will be customer-obsessed. Every decision will be 

evaluated against one question: Does this improve the customer 

experience? 

This was not obvious. Most companies in 1997 were shareholder-

focused (maximize quarterly profits) or competitor-focused (match 

what rivals do). Bezos chose differently: customer-focused. If we 

obsess over customers, everything else follows. 

What this meant in practice: 

•  Amazon would sacrifice short-term profits for long-term 
customer loyalty 

•  Every product feature would be tested against: Does this help 
customers? 

•  Competitors would be monitored but not copied 

•  Quarterly earnings would be secondary to customer metrics 
(satisfaction, retention, lifetime value) 
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This single priority—customer obsession—drove every major 

decision for the next two decades: 

•  Amazon Prime (2005): Lose money on free shipping to increase 
customer loyalty 

•  Kindle (2007): Cannibalize book sales to give customers better 
reading experience 

•  AWS (2006): Build cloud infrastructure to serve customers 
better, even though it was outside core business 

•  One-click ordering (1999): Patent a feature that makes buying 
easier 

By 2024, Amazon was worth $1.9 trillion. The customer obsession 

principle—one clear priority—created the most customer-centric 

company in history. 

Enron: The Cost of No Focus 

Now consider Enron in the late 1990s. The company started as a 

natural gas pipeline company. Then it expanded into energy trading. 

Then electricity. Then broadband. Then water utilities. Then weather 

derivatives. Then advertising space. 

By 2000, Enron was in 30+ different businesses. Leadership had no 

clear priority. Every opportunity was pursued. The company grew 

from $10 billion revenue (1990) to $100 billion (2000). 

The problem: Enron had no North Star. No single metric mattered 

most. Growth was the goal, but growth in what? Revenue? Market 

cap? New businesses? No one knew. 

Without focus, Enron leadership: 

•  Launched businesses with no competitive advantage 

•  Acquired companies in unrelated industries 

•  Used accounting tricks to hit quarterly targets 

•  Ignored warning signs of unsustainable business models 
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By 2001, Enron collapsed. The company that had grown too fast in 

too many directions filed for bankruptcy. 20,000 employees lost their 

jobs. $74 billion in shareholder value vanished. 

The lack of focus—the absence of a single priority—meant 

leadership said yes to everything. When you say yes to everything, 

you say no to nothing. When you say no to nothing, you have no 

strategy. 

What These Stories Have in Common 

Amazon had one priority: customer obsession. Every decision was 

filtered through that lens. Enron had no priority. Every decision was 

made in isolation. 

“Prioritization is not about doing more things. It is about 

doing fewer things with absolute clarity on what matters 

most.” 

In this chapter, you will learn four frameworks for prioritization and 

focus: 

•  OKRs (Objectives and Key Results): Set one big goal and 
measure progress 

•  North Star Metric: Identify the one number that matters most 

•  Value Stream Mapping: See where value is created and where 
it is wasted 

•  Pareto Principle (80/20 Rule): Focus on the 20% that drives 
80% of results 
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Framework 1: OKRs (Objectives and Key Results) 

WHAT IT IS 

OKRs force you to define: 

•  OBJECTIVE: One big, ambitious goal (qualitative) 

•  KEY RESULTS: 3-5 measurable outcomes that indicate success 
(quantitative) 

The framework prevents diffusion of effort. Instead of 20 priorities, 

you have 1 Objective and 3-5 Key Results. Everything else is 

secondary. 

WHY IT MATTERS 

Google adopted OKRs in 1999 (taught by investor John Doerr). The 

company was growing fast and needed focus. OKRs forced clarity: 

What is the ONE thing that matters this quarter? 

Example Google OKR (2008): 

OBJECTIVE: Build the best browser in the world 

•  KR1: Launch Chrome with 20 million users in first year 

•  KR2: Achieve page load speed 2× faster than Internet Explorer 

•  KR3: Reach 10% global browser market share within 18 months 

Notice: The Objective is ambitious and clear. The Key Results are 

measurable. If Google hits those numbers, they will have built the 

best browser. Everything else (features, design, marketing) is in 

service of those Key Results. 
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HOW TO USE OKRS 

OKR Process 

1. Set OKRs quarterly (some companies do annual + quarterly) 
2. Company-level OKR first: CEO defines the ONE thing that matters 

for the company this quarter 
3. Cascade to teams: Each team creates OKRs that support company 

OKR 
4. Individual OKRs: Each person aligns their work to team OKRs 
5. Weekly check-ins: Track progress on Key Results (0-100% 

completion) 
6. End of quarter: Grade OKRs (0.0 to 1.0 scale). 0.7 is good. 1.0 means 

goal was too easy. 
7. CRITICAL: OKRs are not performance reviews. They are alignment 

tools. 

EXAMPLE: MICROSOFT AZURE OKR (2015) 

When Satya Nadella went all-in on cloud, Microsoft used OKRs to 

focus the entire company: 

OBJECTIVE: Become the \#1 cloud platform for enterprise 

customers 

KEY RESULT 1: Increase Azure revenue from $10B to $15B (50% 

growth)  

KEY RESULT 2: Sign 500 new Fortune 500 customers to Azure  

KEY RESULT 3: Achieve 99.99% uptime across all Azure services  

KEY RESULT 4: Reduce customer churn from 8% to 4% 

Notice: The Objective is clear (become #1 cloud platform). The Key 

Results are measurable (revenue, customer count, uptime, churn). 

Every team at Microsoft could align their work to these Key Results. 

By 2024, Azure generated $120 billion annually. OKRs forced focus. 

COMMON MISTAKES 

•  Too many Objectives: One Objective per quarter. If you have 5 
Objectives, you have no focus. 

•  Vague Key Results: “Improve customer satisfaction” is not a 
Key Result. “Increase NPS from 40 to 60” is. 



The Unchanging Framework 

35 

•  Setting easy goals: OKRs should be ambitious. Hitting 70% is 
success. Hitting 100% means you aimed too low. 

•  Using OKRs for performance reviews: OKRs are for 
alignment, not evaluation. 

OKRs are timeless because focus is timeless. Whether setting goals 

for 2025, 2045, or 2075, the framework forces clarity: What is the 

ONE thing that matters most? 

Framework 2: North Star Metric 

WHAT IT IS 

Your North Star Metric is the ONE number that best captures the 

core value you deliver to customers. When this number goes up, 

everything else follows. 

Examples: 

•  Amazon: Customer lifetime value 

•  Facebook: Daily active users 

•  Airbnb: Nights booked 

•  Spotify: Time spent listening 

•  Netflix: Hours watched per subscriber 

The North Star Metric is not revenue or profit. It is the leading 

indicator that drives revenue and profit. If your North Star goes up, 

revenue follows. 

WHY IT MATTERS 

Enron had no North Star. They chased revenue, but revenue in 30 

different businesses meant nothing. There was no single metric that 

captured whether Enron was creating value. 

Amazon has always had a North Star: customer lifetime value. If that 

number goes up, it means customers are buying more, more often, 

and staying longer. Everything Amazon does is measured against: 

Does this increase customer lifetime value? 
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HOW TO IDENTIFY YOUR NORTH STAR METRIC 

North Star Process 

1. Ask: What is the core value we deliver to customers? - Amazon: 

Selection + convenience - Netflix: Entertainment on demand - 

Airbnb: Unique travel experiences 

2. Ask: What number best captures that value? - Amazon: Customer 

lifetime value - Netflix: Hours watched - Airbnb: Nights booked 

3. Test: If this number goes up 50%, do we win? - If yes, that is your 

North Star - If no, keep searching 

4. Track weekly: Your North Star should be visible to every team 

member 

5. Align all work: Every project should move the North Star 

EXAMPLE: AIRBNB NORTH STAR (NIGHTS BOOKED) 

Airbnb could have chosen revenue as their North Star. But revenue 

can go up by raising prices (which hurts customers). Instead, they 

chose nights booked. If nights booked goes up, it means: 

•  More hosts are listing properties (supply) 

•  More guests are booking stays (demand) 

•  The platform is creating value for both sides 

Every decision at Airbnb is filtered through: Does this increase 

nights booked? If yes, do it. If no, do not. 

This single metric focus helped Airbnb grow from $200 million 

(2011) to $75 billion market cap (2024). 

COMMON MISTAKES 

•  Choosing revenue or profit: These are lagging indicators. Choose 
the leading indicator that drives them. 

•  Choosing a metric you cannot influence: If you cannot move the 
number through your actions, it is not your North Star. 

•  Having multiple North Stars: One North Star. Everything else is 
supporting metrics. 
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North Star Metric is timeless because focus on customer value is 

timeless. Whether building businesses in 2025 or 2075, one metric 

that captures value will always matter. 

Framework 3: Pareto Principle (80/20 Rule) 

WHAT IT IS 

The Pareto Principle states: 80% of results come from 20% of efforts. 

Applied to prioritization: 

•  20% of customers generate 80% of revenue 

•  20% of features drive 80% of usage 

•  20% of employees create 80% of value 

•  20% of bugs cause 80% of crashes 

The framework forces you to find the vital 20% and double down on 

it. Cut the other 80%. 

WHY IT MATTERS 

Most leaders spread effort evenly. They treat all customers equally. 

All features equally. All employees equally. This is a mistake. Some 

customers, features, and employees are 10× more valuable than 

others. 

Amazon in 2005: Analysis showed that 20% of customers (Prime 

members) generated 50% of revenue and 80% of profit. Decision: 

Focus obsessively on Prime members. Offer them free shipping, 

exclusive deals, faster delivery. The other 80% of customers still 

matter, but Prime members get premium treatment. 

Result: Prime membership grew from 2 million (2005) to 200+ 

million (2024). Those 200 million members spend 2× more than non-

Prime customers. 
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HOW TO APPLY PARETO 

Pareto Analysis Process 

1. List all activities, customers, features, or employees 
2. Measure contribution: Revenue, profit, usage, or value created 
3. Rank from highest to lowest contribution 
4. Calculate cumulative percentage: Top 20% likely drives 80% of 

results 
5. Decision rules:- Top 20%: Double down. Invest more resources here. 

- Middle 60%: Maintain. Keep doing what works. - Bottom 20%: Cut 
or automate. Stop wasting resources. 

6. Review quarterly: The vital 20% changes over time 

EXAMPLE: MICROSOFT PRODUCTS (2014) 

When Nadella became CEO in 2014, Microsoft had 100+ products. 

Analysis showed: 

•  20% of products (Windows, Office, Azure, Xbox) generated 85% 
of revenue 

•  80% of products generated <15% of revenue and distracted 
engineering talent 

Decision: Focus on the vital 20%. Kill or sell the rest. Microsoft 

exited mobile phones, fitness bands, and dozens of small products. 

Resources were redirected to cloud (Azure) and productivity (Office 

365). 

Result: Microsoft market cap went from $300 billion (2014) to $3 

trillion (2024). Pareto focus drove 10× value creation. 

COMMON MISTAKES 

•  Not measuring: You cannot find the vital 20% without data. 
Measure contribution first. 

•  Being afraid to cut: The bottom 20% is wasting resources. Cut 
it. 

•  Applying Pareto once: Markets change. The vital 20% today 
might not be vital next year. Review quarterly. 
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Pareto is timeless because resource scarcity is timeless. Whether 

managing 2025 priorities or 2075 priorities, 20% of efforts will 

always drive 80% of results. 

Chapter Summary 

You now have four frameworks for prioritization and focus: 

•  OKRs: Set one ambitious Objective and 3-5 measurable Key 
Results. Review quarterly. Grade 0.0-1.0 (0.7 is success). 

•  North Star Metric: Identify the ONE number that captures 
customer value. Track weekly. Align all work to move this 
number. 

•  Value Stream Mapping: Visualize where value is created and 
where effort is wasted. Eliminate waste. Focus on value. 

•  Pareto Principle: Find the vital 20% that drives 80% of results. 
Double down on it. Cut or automate the rest. 

Amazon had one priority: customer obsession. Enron had no priority. 

Amazon is worth $1.9 trillion. Enron collapsed. 

Strategy is not about doing more. It is about doing less—but doing 

the right things relentlessly. Use these frameworks to find what 

matters most. · 

*** 
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CHAPTER 5 

Why it Failed: Root Cause 

Analysis 

“Fixing symptoms is easy. Finding root causes is hard. But 

only root cause fixes prevent the problem from coming 

back.” 

The year was 2009. Toyota was the largest automaker in the world. 

The company had built its reputation on quality and reliability. 

“Toyota Quality” was a phrase that meant something. Then reports 

started coming in: Toyota vehicles were accelerating uncontrollably. 

Drivers pressed the brake. The car accelerated anyway. Crashes. 

Deaths. 

Between 2009 and 2010, Toyota recalled 9 million vehicles—the 

largest automotive recall in history. The company paid $1.2 billion 

in fines. Market share dropped. Brand reputation suffered. 

Congressional hearings investigated what went wrong. 

The initial diagnosis: floor mats were trapping the accelerator pedal. 

Toyota issued a recall to replace the mats. Problem solved. 

Except it was not. Complaints continued. More crashes. More deaths. 

Second diagnosis: sticky accelerator pedals. The pedal assembly 

could jam. Toyota recalled millions more vehicles to replace the 

pedals. Problem solved. 

Except it was not. Complaints still came in. 

Third investigation (2010-2011): NASA engineers spent 10 months 

examining Toyota electronic systems. They found no electronic 

defects. Conclusion: The problem was floor mats, sticky pedals, and 

driver error. 
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But was that the root cause? Floor mats and sticky pedals were 

symptoms. The real question was: Why did these problems exist? 

Why did Toyota not catch them before millions of vehicles were 

sold? 

The root cause was not mechanical. It was cultural and strategic: 

•  Toyota had grown too fast. From 5 million vehicles per year 
(2000) to 10 million (2008). The company prioritized growth 
over quality. 

•  Quality culture eroded. Engineers who raised safety concerns 
were ignored. Production was not halted even when issues were 
flagged. 

•  Decision-making was too slow. It took months to respond to field 
complaints. By the time recalls happened, hundreds of thousands 
of defective vehicles were on the road. 

The floor mats and sticky pedals were proximate causes—the 

immediate things that went wrong. The root cause was a leadership 

decision to prioritize growth over Toyota’s core value: quality first. 

If Toyota had fixed only the symptoms (mats, pedals), the underlying 

problem—growth-over-quality culture—would have caused new 

failures. Only by addressing the root cause could they prevent 

recurrence. 

Theranos: Symptoms vs. Root Cause 

Now consider Theranos in 2015. The company claimed it could run 

200+ blood tests from a single finger prick. Valuation: $9 billion. 

Founder Elizabeth Holmes was celebrated as the next Steve Jobs. 

Then investigative journalist John Carreyrou exposed the truth: 

Theranos technology did not work. The company was running most 

tests on traditional machines, not their revolutionary device. Results 

were inaccurate. Patients received false diagnoses. 

The symptom: Inaccurate blood test results. 

The proximate cause: The technology did not work as promised. 
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The root cause: Elizabeth Holmes prioritized fundraising and PR 

over product development. The company raised $700 million from 

investors by claiming the technology worked when it did not. 

Leadership knew the tests were unreliable but pushed forward 

anyway because admitting failure would destroy the valuation. 

By 2018, Theranos shut down. Holmes was convicted of fraud in 

2022. 

If Theranos had conducted root cause analysis in 2013—asking 

“Why are our test results inaccurate?”—they would have found the 

answer: because the technology is not ready. Fix that, or shut down. 

They did neither. The company collapsed. 

What These Stories Have in Common 

Both Toyota and Theranos focused on symptoms. Toyota fixed floor 

mats and pedals. Theranos tweaked test protocols. Neither addressed 

root causes: Toyota’s growth-over-quality culture, Theranos’s 

fundraising-over-product strategy. 

“If you do not find the root cause, the problem will come 

back. Fixing symptoms is a temporary patch. Root cause 

fixes are permanent.” 

In this chapter, you will learn three frameworks for root cause 

analysis: 

1. 5 Whys: Ask “Why?” five times to dig past symptoms to root 
causes 

2. Ishikawa Diagram (Fishbone): Map all contributing factors 
systematically 

3. First Principles Thinking: Break problems into fundamental 
truths 
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Framework 1: The 5 Whys 

WHAT IT IS 

The 5 Whys is a simple technique: When a problem occurs, ask 

“Why?” five times. Each answer becomes the next question. By the 

fifth “Why,” you usually reach the root cause. 

Developed by Toyota founder Sakichi Toyoda in the 1930s, it forces 

you to go deeper than the obvious answer. 

WHY IT MATTERS 

Most leaders stop at the first or second “Why.” They fix the symptom 

and move on. Then the problem comes back. The 5 Whys forces you 

to keep digging until you find the systemic issue. 

EXAMPLE: TOYOTA UNINTENDED ACCELERATION (5 

WHYS ANALYSIS) 

If Toyota had applied 5 Whys rigorously in 2009: 

Problem: Vehicles experiencing unintended acceleration 

Why #1: Why did this problem occur? 

Answer: Floor mats are trapping the accelerator pedal. 

Why #2: Why are floor mats trapping the pedal? 

Answer: Because the mat design allows it to slide forward. 

Why #3: Why did we approve this mat design? 

Answer: Because we did not test it thoroughly in all vehicle models. 

Why #4: Why did we not test thoroughly? 

Answer: Because we were rushing to meet production deadlines. 

Why #5: Why were we rushing? 

Answer: Because leadership set aggressive growth targets (10 

million vehicles/year) without ensuring quality processes could 

scale. 

Root Cause: Leadership prioritized growth over quality. 
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The fix is not new floor mats. The fix is changing leadership 

incentives from “grow fast” to “grow sustainably with quality first”. 

If Toyota had done this analysis in 2009, they would have caught the 

cultural issue before it cost them $1.2 billion in fines. 

HOW TO USE 5 WHYS 

5 Whys Process: 

1. Define the problem clearly: Be specific. “Sales are down” is 
too vague. “Enterprise sales declined 20% in Q3” is specific. 

2. Ask Why #1: Why did this problem occur? Write the answer. 

3. Ask Why #2: Why did that happen? Write the answer. 

4. Ask Why #3, #4, #5: Keep asking until you reach a systemic 
issue or leadership decision. 

5. Test: If you fix this root cause, will the problem stop recurring? 
If yes, you found it. If no, keep digging. 

6. Create action plan: Address the root cause, not just the 
symptom. 

7. CRITICAL: Involve people close to the problem. The best 
insights come from frontline employees. 

EXAMPLE: THERANOS 5 WHYS (IF THEY HAD USED IT) 

Problem: Blood test results are inaccurate 

Why #1: Why?  

Because our device is not producing reliable results. 

Why #2: Why is the device unreliable? 

Because the technology is not mature enough for clinical use. 

Why #3: Why are we deploying immature technology? 

Because we promised investors and partners that it works. 

Why #4: Why did we make promises before the technology was 

ready? 
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Because we needed to raise money to keep the company running. 

Why #5: Why do we need to raise money if the technology is not 

ready? 

Because our business model depends on maintaining a high 

valuation, which requires showing progress even if fake. 

Root Cause: Business model prioritizes fundraising over product 

readiness. 

The fix is not tweaking test protocols. The fix is either (a) delay 

launch until technology works, or (b) admit the technology is not 

viable and shut down. 

Theranos did neither. They kept faking results. The company 

collapsed. 

COMMON MISTAKES 

•  Stopping too early: The first “Why” is almost never the root 
cause. Keep going. 

•  Blaming people instead of systems: “Why did this fail? Because 
John messed up. “Wrong. Ask: Why was John able to mess up? 
What system allowed this? 

•  Accepting vague answers: “We did not communicate well” is 
not an answer. Why did communication fail? Be specific. 

5 Whys is timeless because root causes are timeless. Whether 

debugging software in 2025, analyzing AI failures in 2045, or fixing 

quantum systems in 2075—5 Whys works. 

Framework 2: Ishikawa Diagram (Fishbone Diagram) 

WHAT IT IS 

The Ishikawa Diagram (also called Fishbone Diagram) helps you 

map all possible causes of a problem across multiple categories. The 

diagram looks like a fish skeleton: 

•  HEAD: The problem 
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•  BONES: Categories of causes (People, Process, Technology, 
Materials, Environment) 

•  SUB-BONES: Specific causes within each category 

The framework ensures you consider all dimensions of the problem, 

not just the obvious ones. 

WHY IT MATTERS 

Most leaders blame one thing. “The project failed because the 

software was buggy” But software bugs are rarely the only cause. 

Maybe the process did not include testing. Maybe people were not 

trained. Maybe the timeline was unrealistic. 

Ishikawa forces you to examine all categories systematically. You 

might find that fixing one category is not enough—you need to 

address three. 

EXAMPLE: TOYOTA UNINTENDED ACCELERATION 

(ISHIKAWA ANALYSIS) 

PROBLEM: Toyota Unintended Acceleration (2009-2010) 

PEOPLE (Training, Culture): 

•  Engineers not empowered to halt production for safety concerns 

•  Quality culture eroded as company prioritized growth over safety 

PROCESS (Procedures, Systems): 

•  No systematic process to escalate safety issues from field to 
engineering 

•  Recall decision process too slow (took months to respond to 
complaints) 

TECHNOLOGY (Equipment, Software): 

•  Floor mat design allowed mats to trap accelerator pedal 

•  Electronic throttle control software had edge cases that caused 
acceleration 
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MATERIALS (Components, Parts): 

•  Accelerator pedal assembly using plastic parts that could stick 

•  Supplier quality controls inadequate for safety-critical 
components 

ROOT CAUSE (The “Why” Behind All Categories): 

Toyota prioritized rapid global expansion (from 5M to 10M 

vehicles/year in 5 years) over its core principle of “quality first.“ 

Leadership pushed for growth without ensuring quality processes 

could scale. When safety issues emerged, the culture of quality that 

had made Toyota great was no longer strong enough to halt 

production and fix problems. 

Notice: The problem had causes in every category—People, Process, 

Technology, Materials. Fixing just floor mats (Materials) or software 

(Technology) was never going to solve it. The root cause cut across 

all categories: leadership prioritized growth over quality. 

HOW TO USE ISHIKAWA DIAGRAM 

Ishikawa Process: 

· Draw the fish: Head = problem. Bones = categories 
(People, Process, Technology, Materials, Environment). 

· Brainstorm causes: For each category, ask “What in this 
category could cause the problem?” 

· Drill down: For each cause, ask “Why does this happen?” 
Add sub-bones. 

· Identify patterns: Are multiple causes pointing to the same 
root issue? 

· Prioritize: Which categories have the most causes? Start 
there. 

· Test fixes: If you address causes in one category, does the 
problem go away? If not, address more categories. 

· Use with teams: Ishikawa works best with 5-10 people 
contributing ideas. 
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COMMON MISTAKES 

•  Skipping categories: Do not assume the problem is only 
Technology or only People. Check all categories. 

•  Not drilling down: “Poor communication” is too vague. Why is 
communication poor? Be specific. 

•  No follow-up: Ishikawa identifies causes. You still need to fix 
them. 

Ishikawa is timeless because complex problems are timeless. AI 

project failures, quantum computing bugs, healthcare system 

breakdowns—all benefit from systematic multi-category analysis. 

Framework 3: First Principles Thinking 

WHAT IT IS 

First Principles Thinking means breaking a problem down to its most 

basic truths, then rebuilding from there. You strip away assumptions 

and ask: What do we know to be true? What is actually required? 

Most people reason by analogy: “We should do X because everyone 

else does X.” First Principles thinkers ask: “Is X actually necessary? 

What if we started from scratch?” 

WHY IT MATTERS 

Analogies trap you in existing paradigms. If Blockbuster had 

reasoned by analogy, they would have asked: “How do we make our 

stores better?” First Principles would have asked: “Do we need stores 

at all? What is the fundamental customer need?” Answer: 

Convenient access to entertainment. Stores are one solution. 

Streaming is another—better—solution. 
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EXAMPLE: SPACEX ROCKET COST (FIRST 

PRINCIPLES) 

In 2002, Elon Musk wanted to send a rocket to Mars. Existing rockets 

cost $65 million per launch. Too expensive. Everyone said: “Rockets 

are expensive. That is just how it is.” 

Musk used First Principles: 

Question: Why do rockets cost $65 million?  

Answer: Because that is what aerospace companies charge. 

First Principles Question: What are rockets made of? 

Answer: Aluminum, titanium, copper, carbon fiber. 

First Principles Question: What is the material cost?  

Answer: About 2% of the $65 million. The other 98% is labor, 

overhead, and profit margin. 

Conclusion: If we manufacture rockets ourselves instead of buying 

from aerospace contractors, we can reduce cost by 90%. 

SpaceX built its own rockets. Cost per launch: $28 million (2010), 

then $15 million (2020) with reusable boosters. First Principles 

thinking cut rocket launch costs by 75%. 

HOW TO USE FIRST PRINCIPLES 

First Principles Process: 

Identify the problem or goal clearly. 

· List all assumptions: Write down everything you “know” 
about the problem. 

· Challenge each assumption: Is this actually true? Or is it 
just conventional wisdom? 

· Break down to fundamentals: What are the basic physics, 
economics, or human needs involved? 

· Rebuild from scratch: If you started with zero constraints, 
what would the solution look like? 
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· Test: Is this fundamentally different from existing 
approaches? If no, you are still reasoning by analogy. 

EXAMPLE: THERANOS (FIRST PRINCIPLES THEY 

IGNORED) 

Theranos assumed: Blood tests require large samples because that is 

how labs do it. 

First Principles Question: Why do tests require large samples? 

Answer: Because traditional machines need sufficient volume for 

accurate readings. 

First Principles Question: Is there a physical limit, or just a 

machine design limit? 

Answer: Machine design limit. In theory, tiny samples could work 

if detection technology was sensitive enough. 

Conclusion: Building ultra-sensitive detection is technically 

possible but requires breakthroughs in sensor technology, 

biochemistry, and software. 

If Theranos had done this analysis, they would have realized: We 

need 5-10 years of R&D before clinical deployment. They skipped 

this. They faked results instead. The company collapsed. 

COMMON MISTAKES 

•  Not questioning assumptions: “Everyone does it this way” is 
not a reason. Ask why. 

•  Stopping at surface-level fundamentals: “Customers want 
convenience” is not deep enough. Why do they want 
convenience? What are they trying to achieve? 

•  Not testing the rebuild: First Principles thinking generates ideas. 
You still need to validate they work. 

First Principles is timeless because assumptions are timeless. 
Every era has “truths” that are actually just habits. First Principles 
thinkers question them and build better solutions. 
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Chapter Summary 

You now have three frameworks for root cause analysis: 

1. 5 Whys: Ask “Why?” five times to dig past symptoms to root 
causes. Involve people close to the problem. Test: Will fixing 
this stop recurrence? 

2. Ishikawa Diagram: Map causes across categories (People, 
Process, Technology, Materials). Identify patterns. Fix multiple 
categories if needed. 

3. First Principles Thinking: Break problems into fundamental 
truths. Challenge assumptions. Rebuild from scratch. Test if 
your solution is fundamentally different. 

Toyota fixed floor mats and pedals (symptoms) but ignored the 

growth-over-quality culture (root cause). Theranos tweaked test 

protocols (symptom) but ignored the fundraising-over-product 

strategy (root cause). Both failed. 

Fixing symptoms is easy. Finding root causes is hard. But only root 

cause fixes prevent problems from coming back. 

Use these frameworks. 

*** 
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CHAPTER 6 

Learning Before Crisis: 

Feedback Loops 

“The best leaders learn continuously. They build systems 

that give them truth before crisis forces it.” 

The year was 1994. Intel had just launched the Pentium processor—

their flagship product representing years of engineering work and 

hundreds of millions in investment. The chip was in millions of 

computers worldwide. 

Then a mathematics professor at Lynchburg College, Thomas 

Nicely, discovered a flaw. The Pentium chip produced incorrect 

results when performing certain floating-point division calculations. 

For most users, the error would never appear. But for scientists, 

engineers, and financial analysts doing complex calculations, the bug 

could produce catastrophically wrong results. 

Nicely reported the bug to Intel in October 1994. Intel’s response: 

“We are aware of the issue. It affects very few users. We will fix it 

in the next version.” 

Intel did not recall the chips. They did not publicly acknowledge the 

severity. They assumed the problem would go away quietly. 

It did not. 

News of the bug spread through scientific communities, then to 

mainstream media. By November, CNN was running stories about 

Intel’s “flawed chip.” By December, IBM announced it would halt 

shipments of Pentium-based computers, citing the calculation errors. 

Intel’s stock dropped. Customers demanded replacements. Finally, 

in December 1994—two months after the bug was first reported—
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Intel CEO Andrew Grove announced a full recall. Intel would replace 

any Pentium chip, no questions asked. Cost: $475 million. 

The bug itself was a technical problem. But the real failure was 

Intel’s response to feedback. When Nicely reported the bug, Intel had 

a choice: listen to the feedback and act immediately, or ignore it and 

hope the problem faded. 

They chose to ignore. The feedback loop was broken. By the time 

Intel acted, the damage—financial and reputational—was far worse 

than if they had responded immediately. 

The lesson: Feedback is only valuable if you act on it before crisis 

forces your hand. 

Netflix: A Culture Built on Feedback 

Now consider Netflix in the early 2000s. The company was 

transitioning from DVD-by-mail to streaming. Leadership knew that 

the shift would be painful. Customers loved DVDs. Streaming 

quality was inconsistent. The technology was immature. 

Reed Hastings, Netflix CEO, made a decision: We will build a 

culture of radical feedback. Every employee—from engineers to 

executives—would be expected to give and receive honest feedback 

continuously. Not once a year in performance reviews. 

Continuously. 

Netflix implemented several feedback mechanisms: 

· 360-degree feedback: Every quarter, employees give 
anonymous feedback to peers, managers, and direct reports. 
Feedback is shared openly. 

· Keeper test: Managers regularly ask: “If this person told me 
they were leaving, would I fight to keep them?” If the 
answer is no, the manager has a conversation with the 
employee. Honest feedback is given. The employee either 
improves or exits. 

· Customer feedback loops: Netflix tracks every metric—
viewing hours, completion rates, search patterns, churn. 
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Product teams get real-time feedback on what works and 
what does not. 

· Experimentation culture: Netflix runs hundreds of A/B 
tests simultaneously. Every feature is tested. Feedback from 
tests determines what ships. 

The result: Netflix transitioned from DVD to streaming faster than 

competitors. By 2024, Netflix had 260 million subscribers and was 

valued at over $250 billion. The company that built the best feedback 

loops won. 

The contrast with Intel is stark: Intel had feedback (the bug report) 

but ignored it until crisis forced action. Netflix built systems to seek 

feedback proactively and act on it immediately. 

What These Stories Have in Common 

Intel and Netflix both faced uncertain futures. Intel had a technical 

flaw. Netflix had a business model transition. The difference: how 

they used feedback. 

Intel treated feedback as a threat. Nicely’s bug report was ignored 

because acknowledging it publicly would hurt sales. By the time Intel 

acted, the cost was $475 million. 

Netflix treated feedback as oxygen. Every data point, every 

employee comment, every customer behavior was feedback. The 

company acted on it continuously. The payoff: market dominance. 

“Feedback is not about being nice. It is about getting truth 

fast enough to act before the problem becomes a crisis.” 

In this chapter, you will learn three frameworks for building feedback 

loops: 

1. After-Action Reviews (AAR): Learn from every project, success 
or failure 

2. PDCA Cycle (Plan-Do-Check-Act): Continuous improvement 
through iteration 
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3. Leading vs. Lagging Indicators: Predict problems before they 
happen 

Framework 1: After-Action Reviews (AAR) 

WHAT IT IS 

An After-Action Review (AAR) is a structured debrief conducted 

after any significant event—a project launch, a crisis response, a 

product release, a marketing campaign. The goal: capture lessons 

while they are fresh. 

Developed by the U.S. Army in the 1970s, AAR has since been 

adopted by businesses, hospitals, and emergency responders 

worldwide. 

The AAR asks four questions: 

1.  What was supposed to happen? (The plan) 

2.  What actually happened? (The reality) 

3.  Why was there a difference? (Root cause analysis) 

4.  What will we do differently next time? (Action items) 

WHY IT MATTERS 

Most organizations do not learn from experience. They finish a 

project, celebrate or commiserate, then move on to the next thing. 

Six months later, they repeat the same mistakes. 

AAR forces disciplined learning. It creates a feedback loop: plan → 

execute → review → improve → repeat. 

EXAMPLE: U.S. MILITARY AAR IN ACTION 

After every military training exercise, the U.S. Army conducts an 

AAR. Soldiers gather immediately after the exercise ends—

sometimes within minutes—while events are fresh in memory. 

A facilitator (often a neutral observer) guides the discussion: 
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Question 1: What was supposed to happen? 

“The plan was to secure the building within 15 minutes using a two-

team approach. Team A enters from the north. Team B covers the 

south exit.” 

Question 2: What actually happened? 

“Team A encountered unexpected resistance at the north entrance. 

They were pinned down for 8 minutes. Team B, waiting for Team 

A’s signal, did not advance. The building was secured after 28 

minutes, not 15.” 

Question 3: Why was there a difference? 

“Team A did not have updated intelligence on enemy positions. 

Communication between teams failed because radios were on 

different frequencies. Team B followed protocol (wait for signal) 

even though the situation changed.” 

Question 4: What will we do differently? 

“Update intelligence protocols before missions. Standardize radio 

frequencies across teams. Empower team leaders to adapt when plans 

fail.” 

The entire AAR takes 30-60 minutes. Lessons are documented and 

shared across units. The next training exercise incorporates the 

improvements. The loop closes. 

HOW TO USE AAR IN BUSINESS 

AAR Process: 

· Schedule immediately: Conduct AAR within 24-48 hours 
of project completion. Do not wait. Memory fades. 

· Gather the right people: Everyone involved in the project. 
Frontline employees, managers, stakeholders. 
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· Create psychological safety: AAR is not about blame. It is 
about learning. Make this explicit. 

· Ask the four questions: 

- What was supposed to happen? 

- What actually happened? 

- Why was there a difference? 

- What will we do differently? 

· Document and share: Capture key insights in writing. 
Share with other teams. Update processes. 

· Close the loop: Implement changes before the next project. 

EXAMPLE: AMAZON PRODUCT LAUNCH AAR 

Amazon conducts AAR after every major product launch. After 

launching Kindle in 2007, the AAR revealed: 

What was supposed to happen: Launch Kindle with 90,000 units 

in stock. Sell out in 6 months. 

What actually happened: Sold out in 5.5 hours. Stock shortages for 

4 months. Frustrated customers. 

Why the difference: Demand forecasting was conservative. Supply 

chain was not prepared for viral adoption. Marketing underestimated 

word-of-mouth effect. 

What will we do differently: Build 3× inventory for future hardware 

launches. Create surge capacity in supply chain. Monitor social 

media signals for demand spikes. 

The AAR from Kindle informed every subsequent Amazon hardware 

launch. By the time Amazon launched Echo (2014), they had 

learned: overprepare inventory, expect viral demand, build surge 

capacity. 
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COMMON MISTAKES 

•  Skipping AAR when projects succeed: “It worked, so no need 
to review.” Wrong. Success teaches lessons too. What worked? 
Why? Can we replicate it? 

•  Turning AAR into blame sessions: The moment AAR becomes 
about fault-finding, people stop being honest. Psychological 
safety is critical. 

•  Not documenting insights: If lessons are not written down and 
shared, they are lost. 

•  No follow-up: AAR without action is theater. Implement the 
changes. 

AAR is timeless because learning is timeless. Whether managing 

software projects in 2025, AI deployments in 2045, or quantum 

systems in 2075—AAR works. 

Framework 2: PDCA Cycle (Plan-Do-Check-Act) 

WHAT IT IS 

PDCA stands for Plan-Do-Check-Act. It is a four-step cycle for 

continuous improvement developed by statistician W. Edwards 

Deming in the 1950s. 

The cycle: 

1.  Plan: Identify a problem or improvement opportunity. Develop a 
hypothesis. Create a plan to test it. 

2.  Do: Execute the plan on a small scale. Run the experiment. 

3.  Check: Measure results. Did the plan work? What happened? 

4.  Act: If it worked, standardize it across the organization. If it did 
not, adjust and repeat the cycle. 

PDCA is a feedback loop. Each cycle generates learning. Over time, 

small improvements compound. 
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WHY IT MATTERS 

Most organizations plan and do, but they skip check and act. They 

launch initiatives without measuring results. They do not know what 

works and what does not. Resources are wasted on ineffective 

programs. 

PDCA closes the loop. It forces measurement, learning, and 

adaptation. 

EXAMPLE: TOYOTA PRODUCTION SYSTEM 

Toyota built the world’s most efficient manufacturing system using 

PDCA. Every process improvement follows the cycle: 

Plan: Assembly line workers notice that a specific bolt takes 8 

seconds to tighten. Hypothesis: A different tool could reduce time to 

5 seconds. 

Do: Test the new tool on one workstation for one week. 

Check: Measure results. Average tightening time dropped to 5.2 

seconds. Quality remained consistent. 

Act: Standardize the new tool across all workstations. Document the 

process. Train all workers. 

Toyota runs thousands of these PDCA cycles annually. Each small 

improvement—5 seconds here, 3 seconds there—compounds over 

time. The result: Toyota produces vehicles faster and with fewer 

defects than competitors. 

HOW TO USE PDCA 

PDCA Process: 

1.  Plan: 

- Identify the problem or opportunity 

- Analyze root causes (use 5 Whys or Ishikawa) 

- Develop hypothesis for improvement 
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- Create test plan (what, who, when, how) 

2.  Do: 

- Execute the plan on a small scale (pilot) 

- Document what happens 

- Collect data 

3.  Check: 

- Compare results to hypothesis 

- Did it work? Why or why not? 

- What did we learn? 

4.  Act: 

- If successful: Standardize across organization 

- If unsuccessful: Adjust plan and repeat cycle 

- Update processes and training 

5.  Repeat: PDCA is continuous. Once one cycle completes, start 
the next. 

EXAMPLE: HOSPITAL REDUCING WAIT TIMES 

A hospital emergency room (ER) had 4-hour average wait times. 

Leadership used PDCA: 

Plan: Hypothesis: Triage process is the bottleneck. If we add one 

more triage nurse, wait times drop. 

Do: Added one triage nurse for two weeks (pilot). 

Check: Average wait time dropped to 3.2 hours. Patient satisfaction 

scores increased 15%. 

Act: Hired two additional triage nurses permanently. Standardized 

faster triage protocols. Average wait time stabilized at 3 hours. 

Next PDCA cycle focused on diagnostic imaging wait times. Each 

cycle built on the previous one. Within 18 months, ER wait times 

dropped from 4 hours to 90 minutes. 
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COMMON MISTAKES 

•  Skipping the ’Check’ step: Do not assume the plan worked. 
Measure it. 

•  Implementing without testing: PDCA requires pilot testing. Do 
not roll out unproven changes across the organization. 

•  Not standardizing successes: If something works, document it 
and train everyone. Otherwise, improvements fade. 

•  Giving up after one failure: PDCA is iterative. First cycle rarely 
succeeds. Adjust and try again. 

PDCA is timeless because continuous improvement is timeless. 

Markets change. Technology changes. Customer needs change. 

Organizations that iterate faster win. 

Framework 3: Leading vs. Lagging Indicators 

WHAT IT IS 

Lagging indicators tell you what already happened. They measure 

outcomes. Examples: revenue, profit, customer churn, defects 

shipped, hospital mortality rates. 

Leading indicators tell you what is about to happen. They measure 

inputs and behaviors that drive outcomes. Examples: sales pipeline, 

employee engagement scores, product defect rates in testing, patient 

readmission risk scores. 

The distinction matters because: 

•  Lagging indicators are easy to measure but hard to change (the 
damage is done) 

•  Leading indicators are harder to measure but actionable (you can 
intervene before the problem) 

WHY IT MATTERS 

Most leaders obsess over lagging indicators. They track revenue, 

profit, churn. When these numbers drop, they panic and react. But 

lagging indicators are too late. The problem already happened. 
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Leading indicators give you early warning. They let you fix problems 

before they show up in revenue or profit. 

EXAMPLE: HEALTHCARE - PREVENTING 

READMISSIONS 

Hospitals are penalized when patients are readmitted within 30 days 

of discharge. Readmission rate is a lagging indicator. By the time a 

patient returns, the hospital has already failed. 

Leading indicators for readmissions include: 

•  Medication adherence: Did the patient fill their prescriptions 
within 48 hours of discharge? 

•  Follow-up appointment scheduled: Did the patient book a 
follow-up with their primary care doctor? 

•  Patient understanding: Did the patient correctly explain their 
discharge instructions in their own words? 

If a hospital tracks these leading indicators, they can intervene before 

readmission happens. A nurse calls patients who did not fill 

prescriptions. A care coordinator books follow-up appointments. 

Patient education is reinforced. 

Result: Readmissions drop because the hospital acts on leading 

indicators, not lagging ones. 

EXAMPLE: SAAS COMPANY - PREDICTING CHURN 

A SaaS company tracks customer churn (lagging indicator). By the 

time a customer cancels, it is too late to save them. 

Leading indicators for churn: 

•  Login frequency: Customers who log in <2 times/week are 5× 
more likely to churn 

•  Feature adoption: Customers who do not use core features 
within 30 days are 8× more likely to churn 

•  Support ticket volume: Customers who file 3+ tickets in one 
month are 10× more likely to churn 
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By tracking leading indicators, the company identifies at-risk 

customers early. Customer success managers reach out proactively. 

They offer training, solve problems, and re-engage the customer 

before churn happens. 

HOW TO IDENTIFY LEADING INDICATORS 

Leading Indicator Process: 

1.  Start with the lagging indicator you care about: 

-  Revenue growth 

-  Customer churn 

-  Product defects 

-  Employee turnover 

2.  Ask: What behaviors or inputs drive this outcome? 

-  Revenue growth ← Sales pipeline, lead conversion rate, 
average deal size 

-  Customer churn ← Login frequency, feature adoption, support 
tickets 

-  Product defects ← Code review coverage, test coverage, 
defect rates in QA 

-  Employee turnover ← Engagement scores, manager quality, 
career development 

3.  Measure leading indicators consistently: 

-  Track weekly or monthly 

-  Set thresholds for action (e.g., “If login frequency drops below 
2×/week, trigger intervention”) 

4.  Act on leading indicators before lagging indicators move: 

-  Do not wait for churn to spike. Act when login frequency 
drops. 

-  Do not wait for defects to ship. Act when test coverage falls. 

5.  Test and refine: 

-  Not all leading indicators are predictive. Test correlations. 
Keep the ones that work. 
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EXAMPLE: MANUFACTURING - DEFECT PREVENTION 

A manufacturing plant tracked defect rate (lagging indicator). 

Products were inspected after production. Defective units were 

scrapped. Expensive. 

They shifted focus to leading indicators: 

•  Machine calibration frequency: Machines calibrated weekly 
had 50% fewer defects than monthly 

•  Operator training hours: Operators with 20+ hours training had 
70% fewer defects 

•  Material quality scores: Raw materials scoring <85% on quality 
tests produced 3× more defects 

By monitoring leading indicators, the plant intervened early: 

•  Increased calibration frequency to weekly 

•  Required 20 hours training for all operators 

•  Rejected low-quality raw materials at intake 

Result: Defect rate (lagging) dropped 60% within 6 months because 

the plant acted on leading indicators. 

COMMON MISTAKES 

•  Only tracking lagging indicators: Lagging indicators tell you 
what happened. Leading indicators tell you what to do. 

•  Too many leading indicators: Focus on the 3-5 that are most 
predictive. Too many creates noise. 

•  Not acting on leading indicators: If login frequency drops, but 
you do not intervene, the leading indicator is useless. 

•  Ignoring correlations: Test which leading indicators actually 
predict the lagging indicator. Some correlations are false. 

Leading vs. Lagging Indicators is timeless because prediction is 

timeless. Leaders who see problems before they happen will always 

outperform leaders who react after the damage is done. 
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Chapter Summary 

You now have three frameworks for building feedback loops: 

1.  After-Action Reviews (AAR): After every significant event, 
ask: What was supposed to happen? What actually happened? 
Why the difference? What will we do differently? Document and 
implement lessons. 

2.  PDCA Cycle (Plan-Do-Check-Act): Continuous improvement 
through iteration. Plan a change, test it, measure results, 
standardize if it works. Repeat continuously. 

3.  Leading vs. Lagging Indicators: Lagging indicators tell you 
what happened (too late). Leading indicators predict what will 
happen (actionable). Track leading indicators and intervene 
before problems hit lagging metrics. 

Intel ignored feedback (the bug report) until crisis forced action. 

Cost: $475 million. Netflix built systems to seek feedback 

continuously and act on it immediately. Result: market dominance. 

The best leaders learn before crisis forces them to. Build feedback 

loops. Act on truth early. Win. 

*** 
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CHAPTER 7 

Getting it Done: Execution & 

Accountability 

“Strategy without execution is hallucination. Execution 

without accountability is chaos.” 

SpaceX Falcon 1 - Three Failures, One Success 

The year was 2006. SpaceX had been founded four years earlier by 

Elon Musk with a simple but audacious goal: make space travel 

affordable by building reusable rockets. No company had ever 

successfully launched a privately-funded liquid-fuel rocket into 

orbit. 

Musk had invested $100 million of his own money. He had hired the 

best engineers. The plan was clear: build the Falcon 1 rocket, launch 

it into orbit, prove the concept, then scale. 

March 24, 2006 - First Launch Attempt: 

The Falcon 1 lifted off from Omelek Island in the Marshall Islands. 

33 seconds into flight, a fuel line corroded by sea salt air leaked. Fire 

spread. The engine shut down. The rocket crashed into the reef. 

Failure #1. 

The team conducted an immediate After-Action Review. Root cause: 

salt air corrosion on aluminum fuel line. Fix: switch to stainless steel 

fuel lines. Redesign fuel system. Test extensively. 
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March 21, 2007 - Second Launch Attempt: 

New fuel system. Better testing. The rocket lifted off. This time it 

cleared the first stage. But during stage separation, the second stage 

engine failed to ignite. The rocket tumbled. It crashed into the ocean. 

Failure #2. 

After-Action Review: Stage separation created unexpected 

oscillation. Fuel sloshed in the tank. Engine could not ignite reliably 

in zero-gravity with sloshing fuel. Fix: Add baffles to tanks. 

Redesign ignition sequence. 

By this point, SpaceX had burned through $90 million of Musk’s 

$100 million. The company had enough money for one, maybe two 

more attempts. If the next launch failed, SpaceX would run out of 

cash. The company would die. 

August 3, 2008 - Third Launch Attempt: 

New baffles. New ignition sequence. The rocket lifted off. First stage 

worked perfectly. Stage separation successful. Second stage ignited. 

The rocket was heading to orbit. 

Then, 2 minutes 20 seconds into flight, the first stage—which had 

already separated—re-contacted the second stage. The collision 

damaged the second stage nozzle. Thrust dropped. The rocket failed 

to reach orbit. 

Failure #3. 

SpaceX had one launch left. Maybe. The company was nearly 

bankrupt. Employees had not been paid in weeks. Musk was 

scrambling to raise emergency funding. If the fourth launch failed, 

SpaceX was finished. 

The team did not give up. They conducted the most rigorous After-

Action Review yet. Root cause: residual thrust in first stage after 

separation caused it to “bump” the second stage. Fix: Add separation 

springs. Redesign stage separation timing. 
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September 28, 2008 - Fourth Launch Attempt: 

This was it. The final attempt. The rocket lifted off. First stage 

worked. Stage separation—clean, no contact. Second stage ignited. 

The Falcon 1 climbed. And climbed. And climbed. 

Six minutes after launch, the rocket reached orbit. 

Success. 

SpaceX became the first privately-funded company to launch a 

liquid-fuel rocket into orbit. NASA took notice. Within months, 

SpaceX won a $1.6 billion contract to resupply the International 

Space Station. The company survived. 

Today, SpaceX is valued at over $150 billion. It launches more 

rockets than any country on Earth. It is building Starship to take 

humans to Mars. 

But in 2008, SpaceX was one failed launch away from death. What 

saved the company was not genius. It was disciplined execution and 

brutal accountability. 

After every failure, SpaceX conducted rigorous After-Action 

Reviews. Engineers identified root causes. Fixes were implemented 

immediately. Accountability was clear: each subsystem had an 

owner. If that subsystem failed, the owner explained why and what 

would change. 

No excuses. No finger-pointing. Just relentless execution, learning, 

and accountability. 

Yahoo: Execution Paralysis Despite Effort 

Now consider Yahoo in the 2010s. Marissa Mayer became CEO in 

2012 with a mandate to save the company. Yahoo had been dominant 

in the late 1990s—the most-visited website on Earth. But by 2012, 

Google dominated search. Facebook dominated social. Yahoo was 

declining. 
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Mayer was brilliant. She had been Google’s 20th employee and first 

female engineer. She worked 70-hour weeks. She held 70+ meetings 

per week. She personally reviewed product designs, marketing 

campaigns, and engineering decisions. 

But Yahoo continued to decline. 

Why? 

Because Yahoo had activity without execution. Meetings without 

decisions. Projects without accountability. Everyone was busy. No 

one was accountable. 

Consider the Yahoo homepage redesign (2013): 

•  37 meetings over 6 months 

•  12 departments involved 

•  No single decision-maker 

•  Endless revisions based on committee feedback 

•  Final design was a compromise that satisfied no one 

•  Launched 8 months late 

•  User engagement did not improve 

Compare this to Google: 

•  Google homepage redesign: 1 product manager owns it 

•  PM consults stakeholders, but PM decides 

•  3 weeks from concept to launch 

•  A/B tested with real users 

•  Iterated based on data 

Yahoo had effort. Google had execution. 

By 2017, Yahoo was sold to Verizon for $4.5 billion—a fraction of 

its peak $125 billion valuation. The company that worked the hardest 

failed. The company with clear ownership and accountability won. 
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What These Stories Have in Common 

SpaceX and Yahoo both faced existential challenges. SpaceX was 

running out of money. Yahoo was losing market share. The 

difference: execution and accountability. 

SpaceX had clear ownership. Every subsystem had an accountable 

engineer. When something failed, that engineer owned the fix. 

Decisions were made quickly. Execution was relentless. 

Yahoo had diffused responsibility. Decisions required committee 

consensus. No one owned outcomes. Meetings replaced action. The 

company drowned in process. 

“Busy does not mean productive. Meetings do not mean 

progress. Only clear ownership and brutal accountability 

drive execution.” 

In this chapter, you will learn three frameworks for execution and 

accountability: 

1.  RACI Matrix: Clarify who is Responsible, Accountable, 
Consulted, and Informed for every decision 

2.  Stand-ups & Execution Cadence: Daily rhythms that maintain 
momentum 

3.  Accountability Protocols: Systems that make commitments 
visible and consequences real 

Framework 1: RACI Matrix 

WHAT IT IS 

RACI is a framework that clarifies roles for every decision or task. It 

assigns four roles: 

•  R = Responsible: Does the work. Multiple people can be 
Responsible. 
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•  A = Accountable: Owns the outcome. Only ONE person can be 
Accountable. This person has veto power and ultimate 
ownership. 

•  C = Consulted: Provides input before decisions are made. Two-
way communication. 

•  I = Informed: Needs to know the outcome but does not 
contribute. One-way communication. 

The power of RACI: it makes explicit who owns what. No more “I 

thought you were handling that “No more “We decided this in 

committee” (which means no one owns it). 

WHY IT MATTERS 

Most project failures are not technical. They are organizational. 

Unclear ownership. Diffused responsibility. Everyone assuming 

someone else is handling it. 

RACI forces clarity. One person is Accountable. When something 

goes wrong, you know who owns the fix. 

EXAMPLE: SPACEX FALCON 1 RACI 

For the Falcon 1 fourth launch attempt, SpaceX had clear RACI: 

Task: Ensure successful stage separation 

•  R (Responsible): Propulsion engineering team (designs 
separation system), Structures team (builds separation hardware), 
Integration team (installs and tests) 

•  A (Accountable): Tom Mueller, VP of Propulsion. He owns the 
outcome. If separation fails, it is his responsibility. 

•  C (Consulted): Flight software team (separation sequence 
timing), Avionics team (sensor data), Launch operations 
(environmental factors) 

•  I (Informed): Elon Musk (CEO), Gwynne Shotwell (President), 
NASA liaisons 

Notice: Multiple people are Responsible (doing the work). But only 

one person is Accountable (Tom Mueller). When stage separation 
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had issues in Launch #3, Mueller owned the fix. He did not blame 

the structures team or integration team. He owned it. He fixed it. 

That is accountability. 

HOW TO USE RACI 

RACI Process: 

1.  List all major tasks or decisions for the project 

-  Example: Product launch, feature development, marketing 
campaign, system migration 

2.  For each task, assign roles: 

-  Accountable: ONE person. Not a committee. Not co-owners. 
ONE. 

-  Responsible: Who does the actual work? Can be multiple 
people/teams. 

-  Consulted: Who needs to give input before decisions? Keep 
this small (3-5 people max). 

-  Informed: Who needs to know the outcome? Keep this lean. 

3.  Document in a matrix: 

Task Accountable Responsible Consulted Informed 

Product 

design 

PM Design team, 

Eng team 

Marketing, 

Sales 

CEO, 

Board 

Launch 

date 

decision 

CEO PM, Eng lead Marketing, 

Sales 

All 

employees 

Pricing 

strategy 

CMO Pricing analyst PM, Sales Finance, 

CEO 

 

4.  Review and confirm: 

-  Does everyone agree on who is Accountable? 

-  Is there exactly ONE Accountable person per task? 

-  Are Consulted and Informed lists minimal? 

5.  Update as project evolves: 

-  RACI is not static. As scope changes, roles may shift. 
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EXAMPLE: YAHOO HOMEPAGE REDESIGN RACI (IF 

THEY HAD USED IT) 

Yahoo’s homepage redesign involved 12 departments and 37 

meetings because RACI was unclear. 

If Yahoo had used RACI: 

Task: Redesign Yahoo homepage 

•  Accountable: VP of Product (single decision-maker) 

•  Responsible: UX design team, Engineering team, Content team 

•  Consulted: Marketing (user research), Analytics (data on current 
usage), Accessibility (compliance) 

•  Informed: CEO, Board, PR team 

With clear RACI: 

•  VP of Product makes final call (no committee) 

•  Design and engineering execute 

•  Consulted parties give input but do not decide 

•  Decision made in 3 weeks, not 6 months 

COMMON MISTAKES 

•  Multiple Accountable people: “We are co-accountable” means 
no one is accountable. ONE person owns it. 

•  Too many Consulted: If 20 people need to be consulted, 
decisions take forever. Keep it to 3-5. 

•  Confusing Responsible with Accountable: Responsible does 
the work. Accountable owns the outcome. Not the same. 

•  No RACI at all: Assuming everyone knows their role is how 
projects fail. 

RACI is timeless because clarity is timeless. Whether launching 

rockets in 2008, deploying AI models in 2025, or managing quantum 

systems in 2075—someone needs to own the outcome. 
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Framework 2: Stand-ups & Execution Cadence 

WHAT IT IS 

A stand-up is a short daily meeting (10-15 minutes) where team 

members answer three questions: 

1.  What did I accomplish yesterday? 

2.  What will I accomplish today? 

3.  What blockers do I have? 

The meeting is called a “stand-up” because participants literally 

stand. This keeps it short. No sitting. No long discussions. Just quick 

updates and blockers. 

Stand-ups are part of a larger concept: execution cadence. 

Successful teams have predictable rhythms: 

•  Daily: Stand-ups (10-15 min) 

•  Weekly: Team review (30-60 min) - review progress, adjust 
priorities 

•  Monthly: Leadership review (60-90 min) - strategic adjustments 

•  Quarterly: OKR review and reset 

Cadence creates accountability. When you know you will report 

progress tomorrow, you execute today. 

WHY IT MATTERS 

Most teams plan quarterly or monthly, then disappear into work. 

Three months later, they discover they are off track. Too late. 

Stand-ups create daily accountability. Problems surface 

immediately. Blockers are cleared fast. Momentum builds. 

EXAMPLE: SPACEX DAILY STAND-UPS 

After the third Falcon 1 failure, SpaceX implemented daily 

engineering stand-ups. Every morning at 8am: 
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•  Propulsion team reports: “Yesterday: tested new separation 
springs. Today: installing on rocket. Blocker: need approval from 
structures team on mounting points.” 

•  Structures team: “Approval granted. We will coordinate install 
today.” 

•  Flight software team: “Yesterday: updated separation sequence 
timing. Today: running simulations. No blockers.” 

Total time: 12 minutes. But every day, the entire team knows: 

•  What is happening 

•  What is blocked 

•  Who needs help 

By the fourth launch, SpaceX was executing faster than ever. Daily 

stand-ups kept everyone aligned and moving forward. 

HOW TO RUN EFFECTIVE STAND-UPS 

Stand-up Best Practices: 

1.  Same time, same place, every day: 

-  Consistency is critical. 8am or 9am. Do not skip. 

2.  Keep it short (10-15 min max): 

-  If it goes longer, move deep discussions offline. 

-  Stand up (no sitting) to enforce brevity. 

3.  Three questions only: 

-   What did I do yesterday? 

-  What will I do today? 

-  What blockers do I have? 

4.  No problem-solving in stand-up: 

-  Identify blockers, then solve offline with relevant people. 

-  Stand-up is for surfacing issues, not solving them. 

5.  Everyone attends (including managers): 

-  If leadership skips, stand-ups lose importance. 
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6.  Clear actions on blockers: 

- “Blocker: need design approval” → Action: PM follows up 
with design team by noon. 

-  Blockers do not sit. They are cleared same day. 

EXAMPLE: AMAZON TWO-PIZZA TEAM STAND-UPS 

Amazon organizes teams as “two-pizza teams”—small enough that 

two pizzas can feed the team (usually 6-10 people). Each team runs 

daily stand-ups: 

Product team stand-up: 

•  Engineer 1: “Yesterday: shipped feature X. Today: starting 
feature Y. Blocker: need API access from infrastructure team.” 

•  Engineer 2: “Yesterday: fixed bug in checkout flow. Today: 
code review. No blockers.” 

•  PM: “Yesterday: user testing on feature Z. Today: synthesizing 
feedback. Blocker: need decision on pricing from marketing.” 

The stand-up surfaces two blockers. PM immediately messages 

infrastructure team (API access) and marketing (pricing decision). 

Both blockers cleared by end of day. 

This is why Amazon executes fast. Daily cadence. Immediate 

blocker resolution. 

WEEKLY AND MONTHLY CADENCE 

Stand-ups handle daily execution. But teams also need: 

Weekly reviews (30-60 min): 

•  Review progress toward weekly goals 

•  Adjust priorities based on what was learned 

•  Celebrate wins, address major issues 

Monthly leadership reviews (60-90 min): 

•  Review progress toward monthly/quarterly OKRs 
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•  Make strategic adjustments 

•  Allocate resources to highest-priority work 

The combination creates a nested cadence: 

•  Daily: tactical execution 

•  Weekly: course correction 

•  Monthly: strategic adjustment 

•  Quarterly: OKR reset 

COMMON MISTAKES 

•  Stand-ups become status meetings: If people are just updating 
for the sake of updating (no blockers, no real progress), stand-ups 
lose value. 

•  Too long: 30-minute stand-ups are not stand-ups. Keep it tight. 

•  Inconsistent schedule: Skipping stand-ups breaks rhythm. 
Consistency is critical. 

•  No follow-up on blockers: Surfacing blockers is pointless if they 
are not cleared. 

Stand-ups and execution cadence are timeless because momentum is 

timeless. Daily rhythm creates accountability. Accountability drives 

execution. 

Framework 3: Accountability Protocols 

WHAT IT IS 

Accountability protocols are systems that make commitments visible 

and consequences real. They answer three questions: 

1.  What did you commit to? (Public commitment) 

2.  Did you deliver? (Transparent tracking) 

3.  What happens if you don’t? (Real consequences) 

Most organizations have weak accountability. Commitments are 

vague. Tracking is inconsistent. Consequences are rare. People learn 

that missing deadlines has no cost. 
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Strong accountability makes commitments explicit, tracks them 

publicly, and enforces consequences. 

WHY IT MATTERS 

Without accountability, execution dies. People make commitments 

in meetings, then quietly let them slip. Three months later, nothing is 

done. 

Accountability protocols change behavior. When commitments are 

public and consequences are real, people deliver. 

EXAMPLE: NETFLIX “KEEPER TEST” 

Netflix has a brutal accountability system called the Keeper Test. 

Managers regularly ask themselves: “If this person told me they were 

leaving, would I fight to keep them?” 

If the answer is yes, the person stays. 

If the answer is no, the manager has a conversation. Honest feedback 

is given: “Your performance is not meeting expectations. Here is 

what needs to improve. You have 60 days.” 

If performance improves, great. If not, the person exits with a 

generous severance package. 

This is radical accountability. There is no ambiguity. If you are not 

performing, you know. If you are performing, you know. No one 

coasts. 

The result: Netflix has one of the highest-performing cultures in 

business. Talent density is extraordinary. People who stay are 

relentlessly accountable to high standards. 
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HOW TO IMPLEMENT ACCOUNTABILITY PROTOCOLS 

Accountability System: 

1.  Public commitments: 

-  Every week, each team member states their top 3 
commitments publicly (in stand-up, in team meeting, or in 
shared doc). 

-  Example: “This week: Ship feature X, Complete customer 
interviews, Finalize Q3 budget.” 

2.  Transparent tracking: 

-  Commitments are tracked in a shared system (spreadsheet, 
project management tool, dashboard). 

-  Status updated weekly: Green (on track), Yellow (at risk), Red 
(blocked or delayed). 

3.  Weekly accountability review: 

-  Each week, review commitments: 

-  What was delivered? 

-  What was not delivered? 

-  Why? 

4.  Real consequences: 

- Consistent delivery: Public recognition. Increased 
responsibility. Promotions. 

-  Consistent non-delivery: Honest conversation. Performance 
improvement plan. Exit if no improvement. 

5.  No excuses culture: 

-  Reasons are welcome. Excuses are not. 

-  Reason: “We hit a technical blocker that required 3 days to 
solve. Adjusted timeline accordingly.” (Acceptable) 

-  Excuse: “I was too busy with other things.” (Not acceptable) 
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EXAMPLE: AMAZON “SINGLE-THREADED OWNER” 

Amazon uses “single-threaded owners” for major initiatives. A 

single-threaded owner is one person who is accountable for the 

success of a project. They have no other major responsibilities. They 

are fully focused. 

For example, when Amazon launched Prime in 2005: 

•  Single-threaded owner: Greg Greeley (VP) 

•  Commitment: Launch Prime with 1 million members in Year 1 

•  Tracking: Weekly metrics dashboard visible to CEO Jeff Bezos 

•  Consequence: If Prime failed, Greeley’s career at Amazon was 
over. If it succeeded, he would be promoted. 

Prime launched. It hit 1 million members in Year 1. Greeley was 

promoted. 

This is accountability. One person owns it. The commitment is clear. 

The tracking is transparent. The consequences are real. 

EXAMPLE: SPACEX POST-LAUNCH REVIEWS 

After every SpaceX launch—success or failure—the company 

conducts a public post-launch review. Every engineer whose 

subsystem contributed to the outcome presents: 

•  What was your commitment? 

•  Did your subsystem perform as expected? 

•  If not, why not? 

•  What will you fix? 

These reviews are brutal. There is no hiding. If your subsystem 

failed, you explain why in front of the entire engineering team. 

But there is no blame. The goal is learning and accountability, not 

punishment. Engineers who own failures and fix them are respected. 

Engineers who hide failures or make excuses do not last. 
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COMMON MISTAKES 

•  Vague commitments: “Work on feature X” is not a commitment. 
“Ship feature X by Friday” is. 

•  No tracking: If commitments are not tracked, they are forgotten. 

•  No consequences: If missing commitments has no cost, 
accountability dies. 

•  Blame culture: Accountability is not about punishment. It is 
about ownership. Focus on learning, not blame. 

Accountability protocols are timeless because human nature is 

timeless. Without systems, people drift. With accountability, they 

execute. 

Chapter Summary 

You now have three frameworks for execution and accountability: 

1.  RACI Matrix: For every task, assign ONE Accountable person 
(owns outcome), Responsible people (do work), Consulted 
people (give input), Informed people (need to know). Clarity 
drives execution. 

2.  Stand-ups & Execution Cadence: Daily stand-ups (10-15 min) 
surface progress and blockers. Weekly reviews adjust priorities. 
Monthly reviews make strategic shifts. Quarterly OKR resets. 
Consistent rhythm creates momentum. 

3.  Accountability Protocols: Make commitments public. Track 
them transparently. Enforce real consequences. No excuses. Own 
outcomes. 

SpaceX succeeded because of disciplined execution and brutal 

accountability. After three failures, the team executed flawlessly on 

the fourth launch. Clear ownership. Daily rhythm. Public 

accountability. 

Yahoo failed despite effort because execution was diffused. Endless 

meetings. No clear ownership. No accountability. The company that 

worked hardest lost. 



Getting it Done: Execution & Accountability 

82 

Strategy without execution is hallucination. Execution without 

accountability is chaos. Use these frameworks to get it done. 

· *** 
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CHAPTER 8 

Communicating the Why: 

Clarity & Influence 

“If you can’t explain it simply, you don’t understand it well 

enough. 

Steve Jobs and the iPhone Launch (2007) 

January 9, 2007. Moscone Center, San Francisco. Steve Jobs walked 

onto the stage in his signature black turtleneck and jeans. The 

audience—journalists, developers, Apple fans—waited to see what 

Apple would announce. 

Jobs began: “Today, Apple is going to reinvent the phone.” 

The audience applauded politely. Phone companies had been 

“reinventing” phones for years. Smaller phones. Camera phones. 

Music phones. What could Apple possibly do differently? 

Jobs continued: “Every once in a while, a revolutionary product 

comes along that changes everything. In 1984, we introduced the 

Macintosh. It changed the computer industry. In 2001, we introduced 

the iPod. It changed the music industry. Today, we’re introducing 

three revolutionary products.” 

He let that sink in. Three revolutionary products. 

“The first one is a widescreen iPod with touch controls.” 

The audience cheered. An iPod with a touchscreen sounded great. 

“The second is a revolutionary mobile phone.” 

More cheers. A new phone from Apple. 

“And the third is a breakthrough internet communications device.” 
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The audience was excited but slightly confused. Three products? 

That is a lot for one announcement. 

Jobs paused. Then he repeated, slowly, with emphasis: 

“An iPod. A phone. An internet communicator. An iPod... a phone... 

an internet communicator.” 

He smiled. “Are you getting it?” 

The screen behind him showed three icons merging into one device. 

“These are not three separate devices. This is one device. And we 

are calling it: iPhone.” 

The audience erupted. They finally understood. Apple was not 

announcing three products. They were announcing one device that 

did all three things better than any standalone device could. 

The rest is history. The iPhone became the most successful product 

in history. Over 2 billion iPhones have been sold. The device created 

a $2 trillion company. 

But the genius was not just the technology. The genius was how Jobs 

communicated it. 

Notice the structure: 

1.  Build anticipation (“Three revolutionary products”) 

2.  Create confusion (Wait, three different things?) 

3.  Deliver clarity (No—one device that does all three) 

4.  Make it memorable (Repeat the key message) 

This is the Pyramid Principle in action: Start with the conclusion 

(one revolutionary device), then build the supporting details. Jobs 

could have started with technical specs—processor speed, screen 

resolution, battery life. Boring. Instead, he started with the big idea, 

then revealed how it worked. 

The iPhone launch is studied in business schools worldwide not 

because of the product, but because of how it was communicated. 

Clarity. Structure. Emotional resonance. 
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Boeing 737 MAX Crisis Communication Failure (2018-2019) 

Now consider Boeing in 2018-2019. Two Boeing 737 MAX aircraft 

crashed within five months: 

•  October 2018: Lion Air Flight 610, Indonesia. 189 deaths. 

•  March 2019: Ethiopian Airlines Flight 302. 157 deaths. 

Both crashes were caused by the same issue: MCAS (Maneuvering 

Characteristics Augmentation System), an automated flight control 

system that malfunctioned and pushed the nose down repeatedly. 

Pilots could not override it. 

Boeing’s communication response was a disaster. 

Initial response (October 2018, after Lion Air crash): 

Boeing issued a vague statement: “We are aware of the accident and 

are working with authorities to investigate.” 

No mention of MCAS. No mention that the system was new and 

pilots had not been trained on it. No clear explanation of what 

happened or what Boeing was doing to fix it. 

After the second crash (March 2019): 

Boeing CEO Dennis Muilenburg released a video statement. He said: 

“We own it. We know we have to regain trust.” 

But he did not explain: 

•  What MCAS was 

•  Why it malfunctioned 

•  What Boeing was doing to fix it 

•  Whether the fleet was safe 

The communication was defensive, vague, and too late. Airlines and 

regulators worldwide grounded the 737 MAX. It remained grounded 

for 20 months. Boeing lost over $20 billion. Muilenburg was fired. 
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What went wrong with Boeing’s communication? 

1.  No clarity: Boeing never clearly explained what MCAS was or 
why it failed. 

2.  Delayed response: Waiting months to address the issue made 
Boeing look evasive. 

3.  Defensive tone: “We own it” sounds like accountability, but 
without explaining what they own, it is meaningless. 

4.  No actionable information: Pilots, airlines, regulators, and 
passengers did not know what Boeing was doing to make the 
plane safe. 

Compare this to Johnson & Johnson’s Tylenol crisis response in 

1982 (we will cover this in Chapter 11): J&J immediately recalled 

$100 million of product, explained exactly what happened, and told 

the public what they were doing to prevent recurrence. Crisis over in 

weeks. Brand reputation recovered. 

Boeing did the opposite. Vague statements. Delayed action. The 737 

MAX was grounded for 20 months. 

The lesson: In crisis, clarity is everything. If you cannot clearly 

explain what happened, why it happened, and what you are doing 

about it, you lose trust. 

What These Stories Have in Common 

Steve Jobs and Boeing both faced high-stakes communication 

challenges. Jobs needed to convince the world that a phone could 

replace three devices. Boeing needed to convince the world that their 

plane was safe after two fatal crashes. 

Jobs succeeded because his communication was clear, structured, 

and memorable. He used the Pyramid Principle: big idea first, then 

supporting details. 

Boeing failed because their communication was vague, delayed, 

and defensive. No structure. No clarity. 
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“Clarity is not just about being understood. Clarity is 

about being believed, remembered, and acted upon.” 

In this chapter, you will learn three frameworks for clear, influential 

communication: 

1.  Pyramid Principle: Start with the answer, then provide 
supporting details 

2.  BLUF (Bottom Line Up Front): Get to the point in the first 
sentence 

3.  SBI (Situation-Behavior-Impact): Deliver feedback clearly 
without blame 

Framework 1: Pyramid Principle 

WHAT IT IS 

The Pyramid Principle is a communication structure developed by 

Barbara Minto at McKinsey & Company in the 1970s. It is based on 

one insight: The human brain processes information top-down, 

not bottom-up. 

Most people communicate bottom-up: 

•  Start with details 

•  Build to supporting arguments 

•  Eventually get to the conclusion 

This is how we think (detail → conclusion), but it is not how 

audiences absorb information. 

The Pyramid Principle flips this: 

1.  Start with the answer (the conclusion) 

2.  Provide supporting arguments (the “why”) 

3.  Back up with details (the “how”) 

The structure looks like a pyramid: 
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[ANSWER] 

/ \ / \ 

[ARG 1] [ARG 2] [ARG 3] 

/ \ / \ / \ 

[Details] [Details] [Details] 

WHY IT MATTERS 

Audiences have limited attention. If you bury the conclusion in the 

middle or end of your presentation, people get lost. They tune out. 

Starting with the answer gives the audience a framework. They know 

where you are going. They can follow your logic. 

EXAMPLE: STEVE JOBS IPHONE LAUNCH 

Jobs used the Pyramid Principle: 

ANSWER (Top of pyramid): “We are introducing one 

revolutionary device: iPhone.” 

SUPPORTING ARGUMENTS (Middle of pyramid): 

•  It is a widescreen iPod with touch controls 

•  It is a revolutionary mobile phone 

•  It is a breakthrough internet communicator 

DETAILS (Bottom of pyramid): 

•  Technical specs: 3.5-inch screen, multi-touch, Safari browser, 
visual voicemail 

•  Design philosophy: no keyboard, all screen, intuitive interface 

•  Ecosystem: iTunes integration, App Store coming soon 

Notice: Jobs started with the big idea (iPhone is one device, not 

three). Then he explained why it mattered (iPod + phone + internet). 

Then he showed how it worked (demos, specs). 
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If Jobs had started with technical specs (bottom-up), the audience 

would have been confused. “What is this product?” By starting with 

the answer (top-down), everyone understood immediately. 

HOW TO USE THE PYRAMID PRINCIPLE 

Pyramid Principle Process: 

1.  Identify your main message (the answer): 

-  What is the single most important thing you want your 
audience to remember? 

-  Example: “We should launch in Q2, not Q4.” 

2.  Identify 3-5 supporting arguments: 

- Why is your answer correct? 

- Example: (1) Customer demand peaks in Q2, (2) Competitor 
launches in Q3, (3) Engineering team is ready now 

3.  Gather supporting details for each argument: 

- Data, examples, evidence 

- Example for Argument 1: “Customer surveys show 65% prefer 
Q2 launch. Web traffic spikes in April-May.” 

4.  Structure your communication: 

- Start with the answer 

- Present supporting arguments 

- Back up with details 

- Repeat the answer at the end 

5.  Test with the “So What?” question: 

- After each argument, ask “So what?” 

- If your audience would ask “So what?”, your argument is weak. 
Strengthen it. 
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EXAMPLE: BUSINESS PRESENTATION USING PYRAMID 

PRINCIPLE 

Bad structure (bottom-up): 

“We analyzed customer data. 65% of customers prefer Q2 launches. 

Web traffic spikes in April. Our competitor is launching in Q3. Our 

engineering team has completed development. Based on all this, I 

recommend we launch in Q2.” 

The audience spends the first 80% of the presentation wondering 

where this is going. They tune out. 

Good structure (top-down, Pyramid Principle): 

“We should launch in Q2. Here is why: 

First, customer demand peaks in Q2. Our surveys show 65% of 

customers prefer Q2 launches. Web traffic data confirms this—April 

and May see 40% higher engagement than other months. 

Second, our competitor is launching in Q3. If we launch in Q2, we 

capture market share before they enter. If we wait until Q4, we are 

playing catch-up. 

Third, our engineering team is ready now. Development is 

complete. QA is done. We have no technical blockers. Delaying to 

Q4 wastes 6 months. 

Bottom line: Q2 launch maximizes customer demand, beats 

competitors, and leverages our readiness. Let’s commit to Q2.“ 

The audience knows the recommendation in the first sentence. The 

rest of the presentation explains why. Clear. Structured. Persuasive. 

COMMON MISTAKES 

•  Burying the answer: If your conclusion is in the middle or end, 
you lose attention. 

•  Too many supporting arguments: 3-5 is ideal. More than that, 
the pyramid gets confusing. 
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•  Weak “So What?” test: Every argument must answer “Why 
does this matter?” If not, cut it. 

The Pyramid Principle is timeless because attention spans are 
timeless. Whether presenting in 1970, 2025, or 2075—audiences 
want the answer first, then the why. 

Framework 2: BLUF (Bottom Line Up Front) 

WHAT IT IS 

BLUF stands for Bottom Line Up Front. It is a military 

communication technique that requires the most important 

information to be stated in the first sentence. 

In military briefings, time is critical. Commanders need to make 

decisions fast. A briefing that takes 10 minutes to get to the point 

wastes time and risks lives. 

BLUF forces discipline: Say the most important thing first. 

Everything else is supporting detail. 

WHY IT MATTERS 

Most business communication buries the point. Emails ramble for 

three paragraphs before stating the request. Presentations build 

suspense before revealing the recommendation. Reports summarize 

context before stating conclusions. 

This wastes time. Busy executives get hundreds of emails per day. 

They do not have time to read three paragraphs to find the ask. 

BLUF solves this: First sentence = most important information. 

EXAMPLE: MILITARY BLUF BRIEFING 

Bad briefing (no BLUF): 

“Sir, we conducted reconnaissance on the target building. We 

observed 12 enemy combatants. They have small arms and RPGs. 

The building has two entrances—north and south. The north entrance 
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has heavy fortifications. The south entrance is less defended. Based 

on this, we recommend—” 

The commander interrupts: “What do you recommend?” 

“—entry from the south, sir.” 

Time wasted. The commander had to sit through 30 seconds of 

context before getting the recommendation. 

Good briefing (with BLUF): 

“Sir, we recommend entry from the south entrance. Here is why: 

12 enemy combatants in the building. North entrance heavily 

fortified. South entrance less defended. We can breach south with 

lower casualties.” 

The commander gets the recommendation in the first sentence. The 

rest is supporting detail. If the commander agrees immediately, the 

briefing ends in 15 seconds. If the commander has questions, the 

detail is there. 

HOW TO USE BLUF IN BUSINESS 

BLUF Structure: 

First sentence: The most important information (decision, 

recommendation, answer, ask) 

Second paragraph: Supporting details (context, data, reasoning) 

Third paragraph (if needed): Next steps or call to action 

Example: Email Using BLUF 

Bad email (no BLUF): 

“Hi Sarah, 

I hope you are doing well. I wanted to follow up on the Q3 budget 

discussion we had last week. As you know, we have been analyzing 

spend across all departments. Engineering is requesting an additional 
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$200K for cloud infrastructure. Marketing wants $150K for a new 

campaign. Operations needs $100K for warehouse automation. After 

reviewing all requests, we have prioritized based on ROI. 

Can we schedule a meeting to discuss the budget allocation? 

Thanks, John” 

Sarah has to read the entire email to find the ask: “schedule a 

meeting.” 

Good email (with BLUF): 

“Hi Sarah, 

I need 30 minutes to finalize Q3 budget allocation. Can we meet 

Tuesday at 2pm? 

Context: Engineering, Marketing, and Operations submitted requests 

totaling $450K. I have prioritized based on ROI and need your 

approval before committing. 

Thanks, John” 

Sarah gets the ask in the first sentence. If she agrees, she replies “Yes, 

see you Tuesday.” If she needs more context, the second paragraph 

provides it. 

BLUF respects the reader’s time. 

EXAMPLE: BOEING CRISIS COMMUNICATION (IF 

THEY HAD USED BLUF) 

Boeing’s actual response (vague, no BLUF): 

“We are aware of the tragic accident involving Lion Air Flight 610. 

Our thoughts are with the families and loved ones of those on board. 

We are working closely with authorities to support the investigation. 

Safety is our top priority.” 

No information. No clarity. No BLUF. 
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If Boeing had used BLUF: 

“MCAS, an automated flight control system on the 737 MAX, 

malfunctioned and contributed to the Lion Air crash. We are 

immediately updating pilot training and issuing a software fix within 

30 days. 

Details: MCAS is designed to prevent stalls by automatically 

pushing the nose down. In this case, a faulty sensor caused MCAS to 

activate incorrectly. Pilots were not trained to override it. We are 

fixing this by (1) requiring all pilots to complete MCAS training 

before flying the MAX, and (2) updating software to require input 

from two sensors, not one. 

We take full responsibility and are committed to ensuring this never 

happens again.” 

This is BLUF. First sentence: what happened, what we are doing. 

The rest: how and why. 

Clear. Accountable. Actionable. 

COMMON MISTAKES 

•  Burying the ask: If your email subject line is “Quick question” 
and the ask is in paragraph 3, you are wasting time. 

•  Too much preamble: “I hope this email finds you well...” is 
noise. Start with BLUF. 

•  Context before conclusion: Give the answer first, then context. 
Not the other way around. 

BLUF is timeless because time is timeless. Whether in 1970, 2025, 

or 2075—busy people want the most important information first. 
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Framework 3: SBI (Situation-Behavior-Impact) 

WHAT IT IS 

SBI stands for Situation-Behavior-Impact. It is a framework for 

giving feedback—both positive and negative—in a way that is clear, 

specific, and non-judgmental. 

The structure: 

1.  Situation: Describe when and where the behavior occurred 
(specific context) 

2.  Behavior: Describe what the person did or said (observable 
actions, not judgments) 

3.  Impact: Explain the effect of the behavior (on you, the team, or 
the project) 

SBI removes ambiguity and emotion from feedback. It focuses on 

observable facts and their impact, not personality or intentions. 

WHY IT MATTERS 

Most feedback is vague and ineffective: 

•  “You need to communicate better.” (What does “better” mean? 
When? How?) 

•  “You are being difficult.” (Judgment, not behavior) 

•  “Your attitude is negative.” (Subjective, not specific) 

Vague feedback does not help. The person receiving it does not know 

what to change. 

SBI makes feedback actionable. It tells the person exactly what they 

did and exactly how it affected others. 

EXAMPLE: NEGATIVE FEEDBACK WITHOUT SBI 

(INEFFECTIVE) 

Manager to employee: “You need to be more proactive. You are too 

passive in meetings. Step up.” 

The employee is confused: 
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•  Which meetings? 

•  What specifically did I do wrong? 

•  What does “proactive” look like? 

This feedback is useless. 

EXAMPLE: NEGATIVE FEEDBACK WITH SBI 

(EFFECTIVE) 

Manager to employee: 

Situation: “In yesterday’s project planning meeting with the 

engineering team,” 

Behavior: “you did not speak when the deadline was set for Friday, 

even though you told me privately beforehand that Friday was 

unrealistic.” 

Impact: “As a result, the team committed to a deadline that we 

cannot meet. Now we will either miss the deadline or have to work 

the weekend. I need you to speak up in meetings when you see issues, 

even if it is uncomfortable.” 

Now the employee knows: 

•  Exactly when the behavior occurred (yesterday’s meeting) 

•  Exactly what they did (stayed silent despite knowing deadline 
was unrealistic) 

•  Exactly what the impact was (team committed to unrealistic 
deadline) 

•  Exactly what to do differently (speak up in meetings) 

This is actionable feedback. 

HOW TO USE SBI 

SBI Process: 

1.  Prepare before giving feedback: 

-  Identify the specific situation (when and where) 

-  Identify the observable behavior (what they did or said) 
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-  Identify the impact (how it affected outcomes) 

2.  Deliver feedback using SBI structure: 

-  “In [situation], you [behavior]. The impact was [impact].” 

3.  Focus on behavior, not personality: 

-  Wrong: “You are disorganized.” 

-  Right: “In Monday’s client meeting, you could not find the 
updated proposal. The client had to wait 5 minutes while you 
searched. This made us look unprepared.” 

4.  Make impact clear: 

- Explain how the behavior affected the team, project, or outcomes 

-  Impact can be positive or negative 

5.  Follow up: 

-  After delivering feedback, ask: “Do you understand what I am 
asking you to change?” 

-  Ensure clarity. 

EXAMPLE: POSITIVE FEEDBACK WITH SBI 

SBI works for positive feedback too: 

Situation: “In this morning’s customer call,” 

Behavior: “you took the time to walk the customer through the new 

feature step-by-step, even though the call ran 15 minutes over.” 

Impact: “The customer sent a note saying they finally understand 

how to use it, and they are renewing their contract. That extra effort 

just saved a $100K account. Thank you.” 

This is specific, meaningful positive feedback. The employee knows 

exactly what they did well and why it mattered. 

Compare this to vague praise: “Great job on the call!” (What 

specifically was great? What should I do again?) 
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EXAMPLE: NETFLIX RADICAL CANDOR USING SBI 

Netflix encourages radical candor—direct, honest feedback. But 

they structure it using SBI to avoid personal attacks: 

Without SBI (ineffective): “You are not detail-oriented.” 

With SBI (effective): “In the product spec you submitted yesterday, 

the technical requirements section was missing 5 key details that 

engineering needs. As a result, engineering could not start work and 

we lost a day. I need you to include all technical requirements in 

future specs before submitting.” 

SBI makes radical candor work. It is direct (clear feedback) without 

being cruel (no personal judgments). 

COMMON MISTAKES 

•  Skipping the situation: “You did X” without context is 
confusing. When did I do X? Where? 

•  Judging personality instead of describing behavior: “You are 
lazy” is judgment. “You submitted the report 3 days late” is 
behavior. 

•  Vague impact: “This is a problem” is not specific. “This delayed 
the client decision by 2 weeks” is specific. 

SBI is timeless because feedback is timeless. Whether managing 

teams in 1980, 2025, or 2075—clear, specific feedback drives 

improvement. 

Chapter Summary 

You now have three frameworks for clear, influential 

communication: 

1.  Pyramid Principle: Start with the answer (conclusion), then 
provide supporting arguments, then details. Audiences process 
information top-down. Give them the big idea first. 

2.  BLUF (Bottom Line Up Front): Put the most important 
information in the first sentence. Respect your audience’s time. 
Everything else is supporting detail. 
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3.  SBI (Situation-Behaviour-Impact): Give feedback by 
describing the situation (when/where), the behaviour (what they 
did), and the impact (how it affected outcomes). Clear, specific, 
actionable. 

Steve Jobs used the Pyramid Principle to make the iPhone launch 

unforgettable. Boeing failed to use BLUF and lost trust for 20 

months. 

Clarity is not just about being understood. Clarity is about being 

believed, remembered, and acted upon. If you cannot explain why, 

you cannot lead. Use these frameworks to communicate with clarity 

and influence. 

*** 
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CHAPTER 9 

Building the Engine: Systems 

Thinking 

“A system is not just the sum of its parts. It is the product 

of their interactions. Change the interactions, change the 

system.” 

The Amazon Flywheel 

The year was 2001. Amazon was struggling. The dot-com bubble had 

burst. Amazon’s stock had dropped from $100 to $6. Analysts 

predicted the company would fail. Jeff Bezos needed a strategy that 

would work not just for one year, but for decades. 

Bezos gathered his leadership team and drew a simple diagram on a 

whiteboard. It was a circle with arrows connecting each element: 

Lower Prices → More Customer Visits → More Sellers → More 

Selection → Better Customer Experience → More Customer 

Visits → [repeat] 

This was the Amazon Flywheel. Every element reinforced the 

others: 

•  Lower prices attract more customers 

•  More customers attract more third-party sellers (who want 
access to Amazon’s traffic) 

•  More sellers create more product selection 

•  More selection improves customer experience (customers find 
what they want) 

•  Better customer experience brings more customers back 

•  More customers give Amazon leverage to negotiate even lower 
prices 
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The flywheel feeds itself. Each rotation makes the next rotation 

easier. The system gains momentum over time. 

Bezos told his team: “Our job is not to optimize individual parts. Our 

job is to make the flywheel spin faster.” 

This meant: 

•  Amazon would sacrifice short-term profits to lower prices (to 
attract more customers) 

•  Amazon would invest heavily in customer experience (free 
shipping, easy returns, fast delivery) even when unprofitable 

•  Amazon would open the platform to third-party sellers, even if 
they competed with Amazon’s own products 

Wall Street hated this strategy. “Amazon is not profitable!” analysts 

complained. “They are spending too much on infrastructure!” 

Bezos ignored them. He focused on the flywheel. 

By 2024, the Amazon flywheel had created a $2 trillion company: 

•  Over 300 million active customers 

•  Over 2 million third-party sellers 

•  Over 350 million products available 

•  Fastest delivery in e-commerce (same-day in many cities) 

•  Lowest prices across most categories 

The flywheel worked because Bezos understood systems thinking: 

optimizing individual parts (profit per transaction) would have killed 

Amazon. Optimizing the system (the flywheel) created 

compounding returns over 20+ years. 

Wells Fargo: When System Design Drives Bad Behavior 

Now consider Wells Fargo in the 2010s. The bank had an aggressive 

sales culture. Employees were incentivized to “cross-sell” —

convince customers to open multiple accounts. 

Leadership set ambitious targets: 



Building the Engine: Systems Thinking 

102 

•  Every customer should have 8 accounts (checking, savings, 
credit card, mortgage, etc.) 

•  Branch employees had daily quotas: open X new accounts per 
day 

•  Employees who hit targets got bonuses. Employees who missed 
targets got fired. 

The incentive system was designed to maximize account openings. 

Leadership believed this would drive growth. 

It did. But not the way they intended. 

The system drove fraud: 

Between 2011 and 2016, Wells Fargo employees opened 3.5 million 

fake accounts without customer knowledge or consent. Employees 

invented fake email addresses, forged signatures, and transferred 

money between accounts to meet quotas. 

Why? Because the system rewarded account openings, not 

customer value. 

The system design was: 

More accounts opened → Higher bonus → Job security → 

[employees do whatever it takes to open accounts] 

The system did not measure: 

•  Were accounts actually used by customers? 

•  Did customers benefit from the accounts? 

•  Was the customer relationship healthy? 

The system only measured quantity of accounts. So employees 

optimized for quantity, even if it meant fraud. 

By 2016, the fraud was exposed. Wells Fargo paid $3 billion in fines. 

The CEO resigned. Thousands of employees were fired. The 

company’s reputation was destroyed. 
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The lesson: System design determines behavior. If you reward the 

wrong metric, the system will optimize for that metric—even if it 

destroys the organization. 

What These Stories Have in Common 

Amazon and Wells Fargo both built systems. Amazon’s flywheel 

reinforced positive behaviors: lower prices → better customer 

experience → more customers → [repeat]. Wells Fargo’s system 

reinforced negative behaviors: more accounts → bonuses → fraud 

→ [repeat until exposed]. 

The difference: Amazon designed the system to align incentives 

with long-term value. Wells Fargo designed the system to 

optimize a single short-term metric. 

“Systems generate their own behavior. If you want 

different results, change the system, not the people.” 

In this chapter, you will learn four frameworks for building and 

understanding systems: 

1.  Systems Fundamentals: Stocks, flows, and feedback loops—the 
building blocks of all systems 

2.  Leverage Points: The 12 places to intervene in a system (from 
least to most effective) 

3.  Flywheel Effect: How to build self-reinforcing systems that 
compound over time 

4.  Bottleneck Analysis: Find and fix the constraint that limits 
system performance 
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Framework 1: Systems Fundamentals (Stocks, Flows, Feedback 

Loops) 

WHAT IT IS 

A system is a set of interconnected elements that produce behavior 

over time. Every system has three components: 

1.  Stocks: Accumulations. Things that can be measured at any point 
in time. 

-  Examples: bank account balance, inventory levels, number of 
employees, customer base size 

2.  Flows: Rates of change. Things that fill or drain stocks over time. 

-  Examples: income/expenses (for bank account), 
production/sales (for inventory), hiring/attrition (for 
employees) 

3.  Feedback Loops: Connections where output affects input. Two 
types: 

-  Reinforcing (positive) feedback: Output amplifies input. 
Growth or decline accelerates. Example: More customers → 
more word-of-mouth → even more customers 

-  Balancing (negative) feedback: Output counteracts input. 
System seeks equilibrium. Example: Thermostat: too hot → 
heat turns off → cools down → heat turns on 

Understanding these three components lets you diagnose why 

systems behave the way they do. 

WHY IT MATTERS 

Most leaders treat problems as isolated events. “Sales are down. We 

need better salespeople.” But sales are part of a system: marketing 

generates leads → sales converts leads → customer success retains 

customers → satisfied customers refer new leads → [repeat]. 

If you only focus on one part (hiring better salespeople), you might 

miss the real problem (marketing is generating low-quality leads, so 

even great salespeople struggle). 

Systems thinking reveals the whole picture. 
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EXAMPLE: HOSPITAL EMERGENCY ROOM WAIT 

TIMES 

The Problem: ER wait times averaging 4 hours. Patients are 

frustrated. 

Non-systems thinking approach: “We need more doctors in the 

ER.” Hire 3 more doctors. Wait times drop slightly but plateau at 3.5 

hours. Why? 

Systems thinking approach: 

Identify the stocks and flows: 

•  Stock: Number of patients in ER at any time 

•  Inflow: Patient arrival rate (15 patients/hour) 

•  Outflow: Patient treatment completion rate (12 patients/hour) 

If arrivals (15/hour) exceed completions (12/hour), the stock of 

waiting patients grows by 3 patients/hour. After 8 hours, that is 24 

additional patients waiting. 

Now identify the bottleneck: Why is completion rate only 12/hour? 

•  Triage takes 10 minutes per patient (bottleneck #1) 

•  Diagnostic imaging takes 45 minutes per patient (bottleneck #2) 

•  Bed availability: only 20 beds, often full (bottleneck #3) 

System fix: 

•  Add one triage nurse (increases triage capacity from 6 to 10 
patients/hour) 

•  Add second imaging machine (reduces imaging wait from 45 min 
to 25 min) 

•  Create discharge protocol to free beds faster (increases bed 
turnover) 

Result: Completion rate increases to 18 patients/hour. Wait times 

drop to 90 minutes. 
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This is systems thinking. You do not just add more doctors. You 

analyse stocks, flows, and bottlenecks, then fix the constraint. 

EXAMPLE: AMAZON INVENTORY SYSTEM 

Amazon’s inventory system: 

•  Stock: Products in warehouses 

•  Inflow: Supplier shipments, restocking 

•  Outflow: Customer orders, shipments 

•  Feedback loop (reinforcing): Fast delivery → more customer 
orders → more inventory needed → Amazon builds more 
warehouses → even faster delivery → [repeat] 

•  Feedback loop (balancing): Too much inventory → storage 
costs rise → Amazon reduces orders to balance costs 

Amazon optimizes the entire system, not just one part. They track: 

•  Inventory turnover rate (how fast stock sells) 

•  Fulfilment time (how fast orders ship) 

•  Storage costs (how much inventory costs to hold) 

The goal: high turnover (stock moves fast), low storage costs (don’t 

hold excess), fast fulfilment (customer satisfaction). This requires 

optimizing flows, not just stocks. 

COMMON MISTAKES 

•  Focusing on stocks, ignoring flows: “We have too much 
inventory!” The fix is not cutting stock levels. The fix is 
balancing inflows (orders) and outflows (sales). 

•  Treating symptoms, not system structure: “Sales are down. 
Hire more salespeople.” Maybe. Or maybe marketing is broken, 
product is weak, or retention is terrible. Fix the system, not just 
one part. 

•  Ignoring feedback loops: Systems generate their own behavior 
through feedback. If you do not understand the loops, you cannot 
predict outcomes. 
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Systems fundamentals are timeless because all organizations are 

systems. Whether manufacturing in 1950, software in 2025, or 

quantum computing in 2075—stocks, flows, and feedback loops 

drive behavior. 

Framework 2: Leverage Points (12 Places to Intervene in a 

System) 

WHAT IT IS 

Donella Meadows, a systems scientist, identified 12 leverage points 

where you can intervene to change a system. They are ranked from 

least effective (#12) to most effective (#1). 

The key insight: Most interventions target the wrong leverage 

points. Leaders tweak parameters (#12) when they should change 

goals (#2) or paradigms (#1). 

Here are the 12 leverage points (simplified): 

MOST EFFECTIVE : 

1. Constants, parameters, numbers (subsidies, taxes, standards) 

2. Buffers (stabilizing stocks relative to flows) 

3. Stock-and-flow structures (physical infrastructure) 

4. Delays (information flow speeds) 

5. Balancing feedback loops (strength of self-correcting 
mechanisms) 

6. Reinforcing feedback loops (strength of self-amplifying 
mechanisms) 

7. Information flows (who gets what information when) 

8. Rules (incentives, punishments, constraints) 

9. Self-organization (ability to evolve structure) 

10. Goals (purpose of the system) 

11. Paradigm (mindset, worldview, assumptions) 
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12. Transcending paradigms (ability to question and change 
paradigms) 

MOST EFFECTIVE (Large Impact) 

WHY IT MATTERS 

Most organizations intervene at leverage point #12 (parameters): 

•  “We need to hit 10% revenue growth” (change a number) 

•  “Cut costs by 5%” (change a parameter) 

•  “Hire 20 more salespeople” (change a parameter) 

These interventions have minimal impact because they do not 

change the underlying system structure. 

The most powerful leverage points are goals (#3), paradigms (#2), 

and transcending paradigms (#1). Change the goal of the system, 

and everything else follows. 

EXAMPLE: WELLS FARGO LEVERAGE POINTS 

Wells Fargo’s fraud problem cannot be fixed at leverage point #12 

(parameters): 

•  Wrong fix (leverage point #12): “Reduce account quotas from 
8 to 6.” (Still incentivizes fraud, just less of it) 

The real fix is at leverage point #3 (goals) and #5 (rules): 

•  Change the goal (#3): From “maximize accounts opened” to 
“maximize customer lifetime value” 

•  Change the rules (#5): Reward employees for customer 
satisfaction and retention, not account openings 

This changes the system fundamentally. Employees now optimize 

for customer value, not account quantity. Fraud becomes 

counterproductive. 
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EXAMPLE: AMAZON LEVERAGE POINTS 

Amazon’s flywheel success comes from intervening at leverage 

point #3 (goal): 

•  Most companies’ goal: Maximize quarterly profit 

•  Amazon’s goal: Maximize customer lifetime value 

This single goal change drives everything: 

•  Amazon sacrifices short-term profit to lower prices (serves the 
goal) 

•  Amazon invests in infrastructure even when unprofitable (serves 
the goal) 

•  Amazon measures success by customer retention, not quarterly 
earnings (serves the goal) 

Changing the goal (#3) is far more powerful than tweaking prices 

(#12). 

EXAMPLE: HEALTHCARE SYSTEM LEVERAGE POINT 

U.S. healthcare problem: Costs are rising, outcomes are declining. 

Wrong fix (leverage point #12 - parameters): 

•  “Cap insurance premiums at $X” 

•  “Increase Medicare reimbursement rates” 

These are parameter tweaks. They do not fix the underlying system. 

Right fix (leverage point #3 - goal): 

Change the goal from “maximize revenue per patient” to “maximize 

health outcomes per dollar spent.” 

This fundamental shift changes incentives: 

•  Hospitals are rewarded for keeping patients healthy (prevention), 
not treating sick patients (volume) 

•  Doctors optimize for long-term health, not short-term procedures 
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•  Insurance companies invest in wellness programs, not just claims 
processing 

Leverage point #2 (paradigm shift): 

The current paradigm: “Healthcare is a profit-maximizing business.” 

A new paradigm: “Healthcare is a public good optimized for 

population health.” 

This paradigm shift changes everything—how hospitals are funded, 

how doctors are paid, what success means. 

HOW TO USE LEVERAGE POINTS 

Leverage Points Process: 

1.  Identify the system problem: 

-  Example: “Employee turnover is too high” 

2.  Diagnose which leverage point you are using: 

-  Are you tweaking parameters? (#12 - “Raise salaries by 5%”) 

-  Are you changing rules? (#5 - “New promotion criteria”) 

-  Are you changing goals? (#3 - “Goal: maximize employee 
lifetime engagement, not minimize turnover”) 

3.  Ask: Can we intervene at a higher leverage point? 

-  Instead of raising salaries (parameter), change the goal: 
“Create the best workplace culture in the industry” 

-  This shifts focus from retention bonuses to meaningful work, 
growth opportunities, and purpose 

4.  Test the intervention: 

-  Higher leverage points have bigger impact but may take longer 
to show results 

-  Monitor and adjust 
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COMMON MISTAKES 

•  Defaulting to parameters (#12): Easiest to change, but least 
effective 

•  Ignoring paradigms (#2): The assumptions underlying the 
system drive behavior. If you do not question assumptions, you 
optimize a broken system. 

•  Confusing leverage points: Adding rules (#5) is not the same as 
changing goals (#3). Both matter, but goals are more powerful. 

Leverage points are timeless because systems are timeless. Whether 

redesigning organizations in 1980, optimizing AI systems in 2030, 

or building quantum organizations in 2070—intervening at the right 

leverage point multiplies impact. 

Framework 3: The Flywheel Effect 

WHAT IT IS 

A flywheel is a self-reinforcing system where success creates more 

success. Each positive outcome feeds the next, creating momentum 

that compounds over time. 

The concept was popularized by Jim Collins in Good to Great 

(2001), but the principle is ancient: compound growth through 

positive feedback loops. 

A good flywheel has: 

1.  Clear components: 4-7 elements that reinforce each other 

2. Self-reinforcing loops: Each element makes the next easier 

3.  Compounding returns: The more the flywheel spins, the easier 
each rotation becomes 

WHY IT MATTERS 

Most strategies are linear: “Do X, get Y.” Flywheels are 

exponential: “Do X → Y happens → Y enables more X → [repeat 

and accelerate].” 
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Linear strategies plateau. Flywheels compound. 

EXAMPLE: AMAZON FLYWHEEL (REVISITED IN 

DETAIL) 

Amazon’s flywheel has 6 core elements: 

1.  Lower prices → Attract more customers 

2.  More customers → Attract more third-party sellers (who want 
access to Amazon traffic) 

3.  More sellers → Create more selection (millions of products) 

4.  More selection → Improve customer experience (customers find 
what they want) 

5.  Better customer experience → Increase customer loyalty 
(repeat purchases, Prime memberships) 

6.  More loyal customers → Give Amazon leverage to negotiate 
lower prices with suppliers → [back to #1] 

Each rotation strengthens the next: 

•  Year 1: 10 million customers → 100K sellers → decent selection 

•  Year 5: 50 million customers → 500K sellers → great selection 
→ Prime launches 

•  Year 10: 150 million customers → 1.5M sellers → unbeatable 
selection → same-day delivery 

•  Year 20: 300 million customers → 2M sellers → everything 
available → Amazon dominates 

The flywheel compounds. Competitors cannot catch up because 

Amazon’s flywheel is already spinning faster. 

EXAMPLE: APPLE ECOSYSTEM FLYWHEEL 

Apple’s flywheel: 

1.  Great hardware (iPhone, Mac, iPad) → Attracts users 

2.  More users → Attract app developers (who want access to 
Apple’s user base) 

3.  More apps → Improve user experience (App Store has 
everything) 
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4.  Better experience → Increases user loyalty (people buy more 
Apple products) 

5.  More loyal users → Justify premium pricing → Fund better 
hardware R&D → [back to #1] 

Once you own an iPhone, buying a Mac is easier (ecosystem 

integration). Once you own a Mac and iPhone, buying an iPad is 

easier. Each product reinforces the others. 

By 2024, Apple had 2 billion active devices worldwide. The 

flywheel is unstoppable. 

HOW TO BUILD A FLYWHEEL 

Flywheel Design Process: 

1.  Identify your core value proposition: 

-  What do customers value most? 

-  Amazon: Selection + low prices + fast delivery 

-  Apple: Ecosystem + design + user experience 

2.  Map the reinforcing elements: 

-  What drives the value proposition? 

-  What creates a self-reinforcing loop? 

-  Draw it as a circle with arrows 

3.  Test the connections: 

-  Does each element actually reinforce the next? 

-  Are there weak links where the loop breaks? 

4.  Invest in spinning the flywheel: 

-  Early rotations are hard (heavy flywheel, no momentum) 

-  Keep pushing consistently 

-  Over time, momentum builds and each rotation gets easier 

5.  Measure flywheel speed: 

-  Track the key metrics for each element 

-  Example for Amazon: customer count, seller count, selection 
size, delivery speed, customer satisfaction 
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EXAMPLE: AIRBNB FLYWHEEL 

Airbnb’s two-sided marketplace flywheel: 

1.  More guests → More bookings 

2.  More bookings → Attract more hosts (who want rental income) 

3.  More hosts → More listings (greater selection) 

4.  More selection → Better guest experience (find exactly what 
they want) 

5.  Better guest experience → More reviews and referrals 

6.  More reviews/referrals → More guests [back to #1] 

Airbnb grew from zero to 7 million listings in 15 years because the 

flywheel compounded. Each new guest attracted new hosts. Each 

new host attracted new guests. 

COMMON MISTAKES 

•  Too many elements: Keep it to 4-7 elements. More than that, the 
flywheel is too complex. 

•  Weak connections: If one element does not actually reinforce 
the next, the flywheel breaks. 

•  Impatience: Flywheels take time. The first rotation is slow. Keep 
pushing. 

•  No measurement: If you do not track flywheel metrics, you do 
not know if it is spinning faster. 

The Flywheel Effect is timeless because compounding is timeless. 

Whether building businesses in 1980, platforms in 2025, or AI 

ecosystems in 2050—flywheels win. 

Framework 4: Bottleneck Analysis (Theory of Constraints) 

WHAT IT IS 

Bottleneck Analysis is based on the Theory of Constraints 

developed by Eliyahu Goldratt in The Goal (1984). The core insight: 
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Every system has one constraint (bottleneck) that limits 

performance. Improving anything other than the bottleneck is 

an illusion of progress. 

A bottleneck is the slowest step in a process. It determines the 

maximum output of the entire system. 

Example: A factory assembly line with 5 steps: 

•  Step 1: 100 units/hour 

•  Step 2: 80 units/hour ← BOTTLENECK 

•  Step 3: 120 units/hour 

•  Step 4: 90 units/hour 

•  Step 5: 110 units/hour 

The factory can only produce 80 units/hour (limited by Step 2). 

Improving Step 3, 4, or 5 does nothing. The bottleneck (Step 2) 

determines output. 

WHY IT MATTERS 

Most organizations spread improvement efforts across all areas. 

“Let’s improve everything 10%!” But if you improve everything 

except the bottleneck, total output does not change. 

Bottleneck Analysis focuses effort where it matters: Fix the 

constraint, increase system performance. 

EXAMPLE: HOSPITAL ER BOTTLENECK (REVISITED) 

Recall the ER wait time problem. The hospital had: 

•  Triage: 6 patients/hour capacity 

•  Diagnosis: 10 patients/hour capacity 

•  Treatment: 8 patients/hour capacity 

•  Imaging: 4 patients/hour capacity ← BOTTLENECK 

The ER could only handle 4 patients/hour because imaging was the 

constraint. 
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Wrong fix: Hire more doctors in treatment (increases treatment 

capacity to 12 patients/hour). Result: No change in wait times. 

Imaging is still the bottleneck. 

Right fix: Add second imaging machine (increases imaging capacity 

to 8 patients/hour). Result: System throughput doubles. Wait times 

drop significantly. 

This is Bottleneck Analysis: identify the constraint, fix it, measure 

the improvement. 

HOW TO USE BOTTLENECK ANALYSIS 

Bottleneck Analysis Process: 

1.  Map the process end-to-end: 

-  List all steps from input to output 

-  Example: Manufacturing: Raw materials → Cutting → 
Assembly → Quality Check → Packaging → Shipping 

2.  Measure capacity at each step: 

-  How many units can each step handle per hour/day? 

-  Example: Cutting (50/hr), Assembly (30/hr), QC (40/hr), 
Packaging (35/hr), Shipping (60/hr) 

3.  Identify the bottleneck: 

-  The step with the lowest capacity is the constraint 

-  Example: Assembly (30/hr) is the bottleneck 

4.  Fix the bottleneck: 

-  Add capacity at the constraint (hire more people, add 
equipment, improve process) 

-  Example: Add one more assembly worker → capacity 
increases to 45/hr 

5.  Re-measure and find the new bottleneck: 

-  Once you fix one bottleneck, a new one emerges 

-  Example: After fixing assembly, packaging (35/hr) becomes 
the new bottleneck 
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6.  Repeat: 

-  Continuous improvement = continuously fixing bottlenecks 

EXAMPLE: SOFTWARE DEVELOPMENT BOTTLENECK 

A software team ships features slowly. Leadership wants to speed up 

development. 

Process map: 

•  Product requirements: 10 features/month 

•  Design: 8 features/month ← BOTTLENECK 

•  Engineering: 15 features/month 

•  QA: 12 features/month 

•  Deployment: 20 features/month 

The team can only ship 8 features/month because design is the 

bottleneck. 

Wrong fix: Hire more engineers (increases engineering capacity to 

25 features/month). Result: No change in output. Design is still the 

bottleneck. 

Right fix: Hire one more designer (increases design capacity to 12 

features/month). Result: Output increases to 12 features/month. 

Now QA (12 features/month) becomes the new bottleneck. Fix that 

next. 

COMMON MISTAKES 

•  Improving non-bottlenecks: Adding capacity anywhere except 
the bottleneck does nothing. 

•  Not measuring capacity: You cannot identify the bottleneck 
without data. 

•  Optimizing local vs. global: Making one department “efficient” 
does not help if it is not the bottleneck. 

•  Ignoring new bottlenecks: Once you fix one constraint, another 
emerges. Keep iterating. 
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Bottleneck Analysis is timeless because constraints are timeless. 

Whether optimizing factories in 1980, software pipelines in 2025, or 

AI training systems in 2050—the constraint determines output. 

Chapter Summary 

You now have four frameworks for building and understanding 

systems: 

1.  Systems Fundamentals (Stocks, Flows, Feedback Loops): 
Every system has stocks (accumulations), flows (rates of change), 
and feedback loops (reinforcing or balancing). Understand these 
to diagnose system behavior. 

2.  Leverage Points: The 12 places to intervene in a system, ranked 
from least effective (parameters) to most effective (paradigms). 
Change the goal or paradigm, not just the numbers. 

3.  Flywheel Effect: Build self-reinforcing systems where success 
creates more success. Each element makes the next easier. 
Momentum compounds over time. 

4.  Bottleneck Analysis (Theory of Constraints): Identify the 
constraint that limits system performance. Fix the bottleneck. 
Ignore everything else until the bottleneck is resolved. 

Amazon built a flywheel that compounds. Wells Fargo built a system 

that incentivized fraud. The difference: system design. 

A system is not just the sum of its parts. It is the product of their 

interactions. Change the interactions, change the system. 

 

*** 
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CHAPTER 10 

Leading People: Motivation & 

Psychological Safety 

“The best teams are not the smartest teams. They are the 

teams where people feel safe to speak truth, take risks, and 

challenge each other.” 

Google Project Aristotle - What Makes Teams Great? 

The year was 2012. Google had a problem. Despite being one of the 

most innovative companies in the world, with the smartest engineers 

and unlimited resources, some teams failed while others thrived. 

Google did what Google does: they ran a massive research project. 

Code-named Project Aristotle (after Aristotle’s quote “the whole is 

greater than the sum of its parts”), the study analyzed 180 teams over 

two years. 

The researchers expected to find clear patterns: 

•  High-performing teams would have the best engineers 

•  High-performing teams would have senior leadership 

•  High-performing teams would have optimal team size (not too 
big, not too small) 

•  High-performing teams would have clear roles and processes 

None of this mattered. 

Google analyzed every variable they could measure: 

•  Educational background: Advanced degrees vs. undergraduate 
degrees 

•  Personality types: Introverts vs. extroverts 

•  Tenure: Senior employees vs. junior employees 
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•  Team composition: Homogeneous vs. diverse 

•  Work location: Co-located vs. distributed 

None of these factors predicted team performance. 

Then the researchers shifted focus. Instead of looking at who was on 

the team, they looked at how the team worked together. 

They found one factor that mattered more than anything else: 

Psychological safety. 

Teams with high psychological safety consistently outperformed 

teams with low psychological safety—regardless of talent, 

experience, or resources. 

What is psychological safety? 

Psychological safety is the belief that you can speak up, ask 

questions, admit mistakes, and challenge ideas without being 

punished, humiliated, or rejected. 

In psychologically safe teams: 

•  People admit when they do not understand something 

•  People ask “dumb questions” without fear 

•  People challenge the boss when they disagree 

•  People admit mistakes early (before they become crises) 

•  People take risks and experiment 

In teams with low psychological safety: 

•  People stay silent even when they see problems 

•  People pretend to understand when they are confused 

•  People do not challenge authority even when decisions are wrong 

•  People hide mistakes until they explode 

•  People play it safe and avoid risk 

Google found that psychological safety was the single most 

important factor predicting team success. Not intelligence. Not 

experience. Not resources. Safety. 
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Why? 

Because in complex, uncertain work (like software development, 

product innovation, or strategic planning), you need people to 

surface problems early, challenge assumptions, and experiment. 

If people are afraid to speak up, problems stay hidden until they 

become crises. 

Amy Edmondson, Harvard Business School professor who 

pioneered psychological safety research, put it this way: 

“In a psychologically safe environment, people believe that if 

they make a mistake, others will not penalize or think less of 

them for it. They also believe that others will not resent or 

humiliate them when they ask for help or information.” 

Google’s discovery: The best teams are not the smartest teams. 

They are the teams where people feel safe to speak the truth. 

Uber: When Psychological Safety Collapses 

Now consider Uber in 2017. The company was valued at $68 billion. 

It was the fastest-growing startup in history. Ridesharing was 

revolutionizing transportation. Uber was winning. 

Then, in February 2017, a former Uber engineer named Susan 

Fowler published a blog post titled “Reflecting on One Very, Very 

Strange Year at Uber.” 

Fowler described a toxic culture: 

•  She was sexually harassed by her manager 

•  When she reported it to HR, she was told the manager was a “high 
performer” and this was his “first offense” (it was not) 

•  HR gave her a choice: switch teams or accept a poor performance 
review 

•  She switched teams, only to discover other women had the same 
experience with the same manager 

•  Leadership knew. They did nothing. 
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Fowler’s blog post went viral. Within days, thousands of current and 

former Uber employees came forward with similar stories: 

•  Managers retaliating against employees who reported harassment 

•  Aggressive, combative meetings where people were publicly 
humiliated 

•  “Bro culture” where sexism and harassment were normalized 

• Leadership ignoring complaints because perpetrators were “high 
performers” 

There was zero psychological safety at Uber. Employees could not 

speak up without retaliation. Problems were hidden. Toxicity 

festered. 

The fallout was swift: 

•  June 2017: CEO Travis Kalanick resigned under pressure from 
investors 

•  Talent exodus: Senior executives and top engineers left 

•  Reputation collapse: Uber became a case study in toxic culture 

•  Competitive loss: Lyft gained market share as customers and 
drivers switched 

By 2024, Uber had recovered, but the damage was immense. The 

company that prioritized “high performance” over psychological 

safety nearly destroyed itself. 

The lesson: Talent without psychological safety is a ticking time 

bomb. Eventually, the toxicity explodes. 

What These Stories Have in Common 

Google and Uber both had brilliant people, massive resources, and 

ambitious goals. The difference: psychological safety. 

Google discovered that safety drives performance. Teams where 

people feel safe to speak up, challenge ideas, and admit mistakes 

outperform teams full of geniuses who stay silent. 
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Uber proved the opposite: when people are afraid to speak up, 

problems stay hidden until they explode. No amount of talent can 

compensate for toxic culture. 

“Psychological safety is not about being nice. It is about 

creating an environment where truth can be spoken, 

mistakes can be admitted, and hard conversations can 

happen—without fear of punishment.” 

In this chapter, you will learn four frameworks for leading people 

effectively: 

1.  Psychological Safety: How to create environments where people 
speak truth 

2.  Radical Candor: How to care personally AND challenge 
directly 

3.  Growth Mindset: How to build teams that embrace learning over 
performance theater 

4.  Team Health Metrics: How to measure and track team 
dysfunction before it explodes 

Framework 1: Psychological Safety 

WHAT IT IS 

Psychological safety, as defined by Harvard professor Amy 

Edmondson, is a shared belief that the team is safe for interpersonal 

risk-taking. 

It has four dimensions: 

1.  Speaking up is encouraged, not punished 

-  People can voice concerns, disagreements, and questions 
without fear 

2.  Mistakes are learning opportunities, not career-ending events 

-  Admitting errors early is rewarded, not punished 
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3.  Challenging ideas (including the boss’s ideas) is expected 

-  Dissent is welcomed as a way to find better solutions 

4.  Asking for help is a sign of strength, not weakness 

- People can say “I do not know” or “I need help” without 
judgment 

Psychological safety is not about being nice, avoiding conflict, or 

lowering standards. It is about creating conditions where truth can 

be spoken and hard problems can be solved. 

WHY IT MATTERS 

In low psychological safety environments: 

•  People hide mistakes (until they become crises) 

•  People do not challenge bad decisions (even when they know the 
decision is wrong) 

•  People pretend to know things they do not know (leading to poor 
execution) 

•  Innovation dies (because experimentation requires risk, and risk 
feels dangerous) 

In high psychological safety environments: 

•  Problems are surfaced early (when they are small and fixable) 

•  Bad ideas are challenged and improved (before they cause 
damage) 

•  People ask questions and seek help (leading to better decisions) 

•  Innovation thrives (because people feel safe to experiment and 
fail) 

Google found that psychological safety predicted team performance 

better than any other factor. Edmondson’s research across hospitals, 

airlines, and manufacturing found the same pattern: safe teams 

outperform “smart” teams. 
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HOW TO CREATE PSYCHOLOGICAL SAFETY 

Psychological Safety Practices: 

1.  Leader models vulnerability: 

-  Leaders must admit mistakes first 

-  Example: “I made a bad call on the pricing decision. Here is 
what I learned.” 

-  If the leader never admits mistakes, no one else will either 

2.  Reward speaking up: 

- Publicly thank people who raise concerns or challenge ideas 

-  Example: “Eshita raised a critical issue in yesterday’s meeting. 
Because she spoke up, we avoided a major problem. Thank 
you, Sarah.” 

3.  Respond to mistakes with curiosity, not blame: 

-  Wrong response: “Why did you screw this up?” 

-  Right response: “What happened? What did we learn? How do 
we prevent this next time?” 

4.  Encourage dissent: 

-  In meetings, explicitly ask: “What are we missing? Who 
disagrees? What could go wrong?” 

-  If everyone agrees too quickly, someone is staying silent 

5.  Separate performance review from psychological safety: 

-  Psychological safety is about learning and problem-solving 

-  Performance reviews are about accountability 

-  Do not conflate the two 

6.  Create norms for healthy conflict: 

-  Make it explicit: “We debate ideas hard, but we respect people 
always.” 

-  Conflict about ideas = good. Conflict about people = toxic. 

EXAMPLE: PIXAR’S “BRAINTRUST” MEETINGS 

Pixar, the animation studio behind Toy Story, Finding Nemo, and 

Inside Out, has a culture built on psychological safety. 
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Every Pixar film goes through Braintrust meetings—sessions 

where directors show their work-in-progress to a group of peers 

(other directors, writers, animators). The Braintrust gives brutally 

honest feedback: 

•  “This character is boring.” 

•  “This scene does not work.” 

•  “The story is confusing.” 

The feedback is direct, specific, and often harsh. But it works 

because: 

1.  The Braintrust has no authority: They cannot force changes. 
Directors are free to ignore feedback. 

2.  Everyone is vulnerable: All directors go through Braintrust. 
Everyone gets tough feedback. No one is immune. 

3.  The goal is making the film better, not protecting egos: 
Psychological safety is not about being nice. It is about serving 
the shared goal. 

Result: Pixar has never had a major flop. Every film goes through 

Braintrust and comes out better. Psychological safety drives 

excellence. 

EXAMPLE: HEALTHCARE - SURGICAL TEAM SAFETY 

Edmondson studied surgical teams and found that psychological 

safety predicted surgical outcomes. 

In low-safety teams: 

•  Nurses did not speak up when they saw the surgeon making a 
mistake 

•  Junior doctors did not question senior doctors, even when 
procedures were wrong 

•  Mistakes were hidden until patients were harmed 

In high-safety teams: 

•  Nurses challenged surgeons when they saw problems 

•  Junior doctors asked questions and voiced concerns 
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•  Mistakes were caught early and corrected before harm occurred 

One hospital implemented a simple practice: Before every surgery, 

the lead surgeon says to the team: 

“If you see anything that concerns you, speak up immediately. I 

want to hear it, even if I disagree. Your job is to keep this patient 

safe, and that means challenging me if needed.” 

This 30-second statement creates psychological safety. Nurses and 

junior doctors know they can speak up. Surgical complication rates 

dropped 25% after this practice was implemented hospital-wide. 

COMMON MISTAKES 

•  Confusing safety with comfort: Psychological safety does not 
mean avoiding hard conversations. It means having hard 
conversations without fear of punishment. 

•  Leader says “we have psychological safety” but punishes 

dissent: If the leader claims safety but then retaliates against 
people who speak up, safety collapses. 

•  No follow-up when people speak up: If someone raises a 
concern and nothing happens, they learn that speaking up is 
pointless. Address concerns visibly. 

Psychological safety is timeless because human nature is timeless. 

Whether leading teams in 1970, 2025, or 2075—people only speak 

truth when they feel safe. 

Framework 2: Radical Candor 

WHAT IT IS 

Radical Candor is a leadership framework developed by Kim Scott, 

former Google executive and author of Radical Candor: Be a Kick-

Ass Boss Without Losing Your Humanity. 

Radical Candor is built on two dimensions: 

1. Care Personally: Show that you genuinely care about the 
person as a human being, not just as a worker 
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2. Challenge Directly: Give honest, direct feedback even 
when it is uncomfortable. Do not soften the truth to avoid 
conflict. 

The intersection of these two dimensions creates Radical Candor—

the ability to be direct and honest while still showing you care. 

The framework creates a 2×2 matrix: 

 Challenge Directly Don’t Challenge 

Care 
Personally 

Radical Candor ! Ruinous Empathy " 

Don’t Care Obnoxious Aggression " Manipulative Insincerity " 

Radical Candor (Care + Challenge): 

• You give direct feedback because you care about the person’s 
growth 

•  Example: “Your presentation yesterday was confusing. The data 
was good, but the structure made it hard to follow. Let me show 
you how to reorganize it.” 

Ruinous Empathy (Care but No Challenge): 

•  You care about the person, so you avoid giving hard feedback 

•  You think you are being kind, but you are actually hurting them 
(they do not improve) 

•  Example: “Your presentation was... fine. Good effort!” (But you 
know it was confusing and ineffective) 

Obnoxious Aggression (Challenge but No Care): 

•  You give direct feedback but in a way that feels mean or 
dismissive 

•  You are honest, but you do not show you care 

•  Example: “That presentation was terrible. Did you even 
prepare?” 

Manipulative Insincerity (No Care, No Challenge): 

•  You neither care nor give honest feedback 
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•  You say what people want to hear to avoid conflict 

•  Example: “Great job on the presentation!” (But you do not mean 
it and you do not care) 

WHY IT MATTERS 

Most leaders default to Ruinous Empathy—they care about people 

but avoid giving direct feedback because they do not want to hurt 

feelings. 

This is the most common mistake. By avoiding hard conversations, 

you prevent people from growing. You think you are being kind. You 

are actually being cruel. 

Radical Candor is the solution: Care enough to tell the truth. 

EXAMPLE: KIM SCOTT’S STORY (FROM HER BOOK) 

Kim Scott worked at Google leading the AdSense team. After a 

presentation to the executive team, her boss Sheryl Sandberg (now 

Facebook COO, then Google VP) pulled her aside. 

Sheryl: “That was a great presentation. You clearly know your stuff.” 

Kim felt good. Praise from Sheryl! 

Sheryl: “But you said ’um’ a lot. Were you nervous?” 

Kim: “A little, I guess.” 

Sheryl: “I noticed you say ’um’ a lot in meetings too. It makes you 

sound less confident. Have you thought about working with a 

speaking coach?” 

Kim got defensive: “I do not think it is that big a deal...” 

Sheryl paused. Then she looked Kim in the eye and said: 

“Kim, you are one of the smartest people here. But when you say 

’um’ every third word, people focus on that instead of your ideas. 

It is holding you back. I am telling you this because I want you 

to succeed. Will you work with a coach?” 
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Kim agreed. She worked with a speech coach. Her presentations 

improved. Her career advanced. 

This is Radical Candor: 

•  Sheryl cared personally: She wanted Kim to succeed 

•  Sheryl challenged directly: She gave specific, uncomfortable 
feedback 

If Sheryl had stopped after “great presentation,” that would have 

been Ruinous Empathy (caring but not challenging). Kim would not 

have improved. 

If Sheryl had said “Your ’um’ problem is annoying,” that would have 

been Obnoxious Aggression (challenging but not caring). Kim 

would have felt attacked. 

Radical Candor is the balance: care enough to challenge. 

HOW TO PRACTICE RADICAL CANDOR 

Radical Candor Process: 

1.  Build the relationship first (Care Personally): 

-  Before giving tough feedback, establish that you genuinely 
care 

-  Learn about people’s lives, goals, challenges 

-  Show up for them in non-work situations 

2.  Give specific, actionable feedback (Challenge Directly): 

-  Vague: “You need to communicate better.” 

-  Specific: “In yesterday’s meeting, you did not explain why 
we are changing the deadline. The team left confused. Next 
time, start with context before announcing decisions.” 

3. Deliver feedback immediately (don’t wait): 

-  Feedback is most effective when it is fresh 

-  Do not save feedback for annual reviews 

-  Give it in the moment or within 24 hours 
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4.  Make it a two-way conversation: 

-  After giving feedback, ask: “What do you think? Do you see 
it differently?” 

-  Listen to their perspective 

-  Adjust if needed 

5.  Praise in public, criticize in private: 

-  Public praise reinforces good behavior for the whole team 

-  Private criticism protects dignity and encourages openness 

EXAMPLE: NETFLIX RADICAL CANDOR CULTURE 

Netflix institutionalized Radical Candor through their “Feedback 

Culture”: 

Practice 1: Start, Stop, Continue 

Every quarter, team members give each other feedback using three 

categories: 

•  Start: What should this person start doing? 

•  Stop: What should this person stop doing? 

•  Continue: What should this person keep doing? 

Example feedback to a colleague: 

•  Start: “Start speaking up more in leadership meetings. Your 
insights are valuable but you stay quiet too often.” 

•  Stop: “Stop being late to 1-on-1s. It makes me feel like you do 
not value my time.” 

•  Continue: “Continue writing thorough design docs. They save 
the team a lot of confusion.” 

This feedback is direct, specific, and given with care. 

Practice 2: The “Keeper Test” 

Managers ask themselves: “If this person told me they were leaving, 

would I fight to keep them?” 

•  If yes: Tell them they are valued. Invest in their growth. 
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•  If no: Have an honest conversation. Give feedback. Either 
performance improves or the person exits with severance. 

This is Radical Candor. It is direct (honest feedback about 

performance) and caring (giving people a chance to improve or exit 

with dignity). 

EXAMPLE: AVOIDING RUINOUS EMPATHY 

Scenario: Your direct report, Alex, consistently misses deadlines. 

You care about Alex and do not want to hurt their feelings. So you 

say nothing. 

This is Ruinous Empathy. By avoiding the conversation, you are: 

•  Letting Alex continue failing (hurting their career) 

•  Hurting the team (who have to cover for missed deadlines) 

•  Building resentment (you are frustrated but not addressing it) 

Radical Candor approach: 

“Alex, we need to talk about deadlines. In the last three sprints, you 

have missed your deadline twice. This puts the team in a tough spot 

because they are blocked waiting for your work. I care about your 

success here, and I want to help you figure out what is going on. Is it 

a workload issue? A skill gap? Let’s solve this together.” 

This is caring + challenging. You are being direct about the problem 

while showing you want to help. 

COMMON MISTAKES 

•  Defaulting to Ruinous Empathy: Most leaders care but do not 
challenge. This is the most common mistake. 

•  Confusing Radical Candor with Obnoxious Aggression: 
Being an asshole is not Radical Candor. Care must come first. 

•  Giving vague feedback: “You need to step up” is not Radical 
Candor. Be specific about what needs to change. 
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Radical Candor is timeless because feedback is timeless. Whether 

managing teams in 1980, 2025, or 2075—caring personally and 

challenging directly drives growth. 

Framework 3: Growth Mindset vs. Fixed Mindset 

WHAT IT IS 

Growth Mindset is a concept developed by Stanford psychologist 

Carol Dweck based on 30+ years of research. 

People operate from one of two mindsets: 

Fixed Mindset: 

•  Believes intelligence and talent are fixed traits 

•  Avoids challenges (might reveal limitations) 

•  Gives up easily when facing obstacles 

•  Sees effort as pointless (“If I have to try hard, I must not be 
smart”) 

•  Feels threatened by others’ success 

Growth Mindset: 

•  Believes intelligence and talent can be developed through effort 

•  Embraces challenges (opportunities to learn) 

•  Persists despite obstacles 

•  Sees effort as the path to mastery 

•  Learns from others’ success 

WHY IT MATTERS 

Teams with Fixed Mindset cultures: 

•  Hide mistakes (mistakes prove you are not smart) 

•  Avoid difficult projects (might fail and look bad) 

•  Stop learning after initial success (already proved competence) 

•  Create toxic competition (others’ success threatens your status) 
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Teams with Growth Mindset cultures: 

•  Share mistakes openly (learning opportunities) 

•  Seek challenging projects (growth opportunities) 

•  Continuously improve (mastery is a journey, not a destination) 

•  Celebrate others’ success (we all grow together) 

Google’s Project Aristotle found that high-performing teams had 

growth mindsets. They viewed challenges as learning opportunities, 

not threats. 

EXAMPLE: MICROSOFT’S CULTURAL SHIFT (SATYA 

NADELLA) 

When Satya Nadella became Microsoft CEO in 2014, the company 

had a Fixed Mindset culture: 

•  “Prove you are the smartest person in the room” 

•  Internal competition was brutal (teams hoarded information) 

•  Mistakes were career-ending 

•  Innovation stalled because people played it safe 

Nadella transformed Microsoft’s culture by instilling a Growth 

Mindset: 

•  New mantra: “Learn-it-alls, not know-it-alls” 

•  Encouraged experimentation and failure 

•  Rewarded learning from mistakes 

•  Promoted collaboration over competition 

Example: When Azure (Microsoft’s cloud platform) had a major 

outage in 2015, Nadella did not fire anyone. Instead, he held an 

“After-Action Review” (AAR) where the team dissected what went 

wrong and what they learned. 

The message: Failure is okay if you learn from it. 

By 2024, Microsoft’s market cap had grown from $300 billion 

(2014) to over $3 trillion. Growth Mindset drove the transformation. 
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HOW TO BUILD GROWTH MINDSET IN TEAMS 

Growth Mindset Practices: 

1.  Praise effort and learning, not talent: 

-  Fixed Mindset praise: “You are so smart!” 

-  Growth Mindset praise: “I love how you approached that 
problem. Your persistence paid off.” 

2.  Reframe failure as learning: 

-  Fixed Mindset: “The project failed. What went wrong?” 

-  Growth Mindset: “The project did not meet goals. What did 
we learn? What will we do differently next time?” 

3.  Celebrate growth, not just outcomes: 

-  Recognize people who improved, not just those who 
performed best 

-  Example: “Sarah’s code quality has improved 50% in 6 
months. That is the growth we want to see.” 

4.  Model learning publicly: 

-  Leaders should share what they are learning 

-  Example: “I just finished a course on negotiation. Here is 
what I learned...” 

5.  Remove “genius culture”: 

-  Do not idolize “natural talent” 

-  Emphasize that mastery comes from practice, not innate 
ability 

EXAMPLE: SPORTS - FIXED VS. GROWTH MINDSET 

Fixed Mindset athlete: 

•  Avoids tough competition (might lose and look bad) 

•  Gives up when facing a stronger opponent 

•  Blames losses on external factors (“The ref was biased”) 
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Growth Mindset athlete: 

•  Seeks tough competition (chance to improve) 

•  Studies losses to identify weaknesses 

•  Takes responsibility and adapts 

Michael Jordan (basketball) is a classic Growth Mindset example. 

He was cut from his high school basketball team. Instead of giving 

up, he practiced relentlessly. He later said: 

“I have missed more than 9,000 shots in my career. I have lost 

almost 300 games. Twenty-six times, I have been trusted to take 

the game-winning shot and missed. I have failed over and over 

and over again in my life. And that is why I succeed.” 

This is Growth Mindset: failure is not proof of inadequacy. Failure 

is the path to mastery. 

COMMON MISTAKES 

•  Praising talent instead of effort: “You are a natural!” reinforces 
Fixed Mindset. 

•  Punishing failure: If mistakes are career-ending, people stop 
taking risks. 

•  Leader does not model learning: If the leader acts like they 
know everything, the team will too. 

Growth Mindset is timeless because learning is timeless. Whether in 

1980, 2025, or 2075—teams that embrace learning outperform teams 

that defend status. 

Framework 4: Team Health Metrics 

WHAT IT IS 

Team Health Metrics are leading indicators of team dysfunction. 

They predict problems before they explode. 
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Most organizations only track lagging indicators (turnover rate, 

project delays, quality issues). By the time these metrics move, the 

damage is done. 

Team Health Metrics are proactive. They surface issues early when 

they are fixable. 

KEY TEAM HEALTH METRICS 

1. Psychological Safety Score 

Survey the team quarterly: 

•  “I feel safe speaking up in meetings” (1-5 scale) 

•  “I can admit mistakes without fear of punishment” (1-5 scale) 

•  “The team welcomes dissenting opinions” (1-5 scale) 

Track trends. If scores drop, investigate immediately. 

2. Feedback Frequency 

Track how often team members give each other feedback: 

•  High-health teams: Feedback given weekly 

•  Low-health teams: Feedback only in annual reviews 

3. Meeting Participation 

Measure who speaks in meetings: 

•  High-health teams: Everyone contributes 

•  Low-health teams: 1-2 people dominate, others stay silent 

4. Conflict Resolution Time 

Measure how long conflicts take to resolve: 

•  High-health teams: Conflicts addressed within days 

•  Low-health teams: Conflicts fester for weeks/months 

5.  Help-Seeking Behavior 

Track how often people ask for help: 

•  High-health teams: Frequent help requests 

•  Low-health teams: People struggle in silence 
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HOW TO USE TEAM HEALTH METRICS 

Team Health Process: 

1.  Baseline measurement: 

-  Survey the team on psychological safety, feedback 
frequency, etc. 

-  Establish baseline scores 

2.  Quarterly tracking: 

-  Re-survey every quarter 

-  Look for trends (improving or declining) 

3.  Address drops immediately: 

-  If any metric drops, investigate within 1 week 

-  Hold team discussion: “What changed? What can we fix?” 

4.  Tie to leadership accountability: 

-  Managers are accountable for team health scores 

-  Low scores trigger performance conversations with manager 

EXAMPLE: SPOTIFY TEAM HEALTH CHECK 

Spotify (music streaming company) uses a visual Team Health 

Check: 

Every quarter, teams rate themselves on 10 dimensions (1-5 scale): 

•  Psychological safety 
•  Clarity of goals 
•  Decision-making speed 
•  Learning culture 
•  Fun (yes, fun matters) 

Results are visualized as a “health card”—green (healthy), yellow (at 

risk), red (unhealthy). 

Teams with multiple red scores get immediate leadership support: 

•  Facilitated team discussions 
•  Process improvements 
•  Sometimes team restructuring 
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This proactive approach prevents team dysfunction from escalating. 

COMMON MISTAKES 

•  Only measuring once: One survey does not reveal trends. 
Measure quarterly. 

•  No follow-up: If metrics decline and nothing changes, the survey 
becomes meaningless. 

•  Punishing low scores: If teams are punished for low health 
scores, they will fake high scores. Create safety around honesty. 

Team Health Metrics are timeless because team dynamics are 

timeless. Whether in 1980, 2025, or 2075—measuring team health 

predicts performance. 

Chapter Summary 

You now have four frameworks for leading people effectively: 

1.  Psychological Safety: Create environments where people can 
speak truth, admit mistakes, and challenge ideas without fear. 
Leaders must model vulnerability, reward speaking up, and 
respond to mistakes with curiosity. 

2.  Radical Candor: Care personally AND challenge directly. Give 
honest, specific feedback because you care about people’s 
growth. Avoid Ruinous Empathy (caring but not challenging), 
Obnoxious Aggression (challenging but not caring), and 
Manipulative Insincerity (neither). 

3.  Growth Mindset: Build teams that embrace learning over 
performance theater. Praise effort and learning, not talent. 
Reframe failure as learning. Encourage experimentation. 

4.  Team Health Metrics: Measure psychological safety, feedback 
frequency, meeting participation, conflict resolution time, and 
help-seeking behavior. Track quarterly. Address declines 
immediately. 

Google’s Project Aristotle proved that psychological safety predicts 

team performance better than talent. Uber’s toxic culture nearly 

destroyed a $68 billion company. 
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The best teams are not the smartest teams. They are the teams where 

people feel safe to speak truth, take risks, and challenge each other. 

Lead with Radical Candor. Build psychological safety. Cultivate 

Growth Mindset. Measure team health. 

*** 
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CHAPTER 11 

When it all Goes Wrong: Crisis 

Management 

“A crisis reveals who you are. Your response determines 

who you become.” 

Johnson & Johnson Tylenol Crisis (1982) - The Gold Standard 

September 29, 1982. Chicago, Illinois. A 12-year-old girl named 

Mary Kellerman woke up with a cold. Her parents gave her Extra-

Strength Tylenol. Within hours, she was dead. 

That same day, six more people in the Chicago area died after taking 

Tylenol. All seven deaths were caused by cyanide poisoning. 

Someone had tampered with Tylenol capsules, lacing them with 

lethal doses of cyanide and returning them to store shelves. 

By September 30, the news was everywhere: Tylenol is killing 

people. 

Johnson & Johnson (J&J), the company that made Tylenol, faced an 

existential crisis. Tylenol was their bestselling product—$100 

million in annual sales, 37% market share in pain relievers. If J&J 

mishandled this crisis, the brand would die. Potentially the entire 

company. 

J&J’s response became the gold standard for crisis management. 

Day 1 (September 30): 

J&J CEO James Burke convened an emergency meeting of the 

company’s seven-member executive committee. The question: What 

do we do? 
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Some executives argued: “The tampering happened in Chicago. We 

should only recall Chicago-area Tylenol. A national recall would 

cost $100 million and destroy the brand.” 

Burke disagreed. He said: 

“Our first responsibility is to the people who use our products. If 

there is any risk—any risk at all—we pull the product 

nationwide. Immediately.” 

Within hours, J&J issued a nationwide recall of all Tylenol 

products—31 million bottles. Cost: over $100 million (equivalent to 

$300+ million in 2024 dollars). 

Day 2-7: 

J&J launched a massive public communication campaign: 

•  Full-page newspaper ads: “Do not use Tylenol until we determine 
what happened.” 

•  CEO Burke appeared on 60 Minutes and national news: “We are 
committed to finding out what happened and ensuring it never 
happens again.” 

•  J&J set up a 24/7 hotline: 1-800 number for customer questions 

J&J cooperated fully with the FBI and FDA. They shared all 

information. They did not hide, deflect, or delay. 

Week 2-3: 

J&J redesigned Tylenol packaging with triple-seal tamper-proof 

packaging—the first of its kind in the industry: 

1.  Plastic safety seal over the bottle cap 

2.  Foil seal over the bottle opening 

3.  Shrink wrap around the box 

They announced the new packaging publicly and invited consumers 

to exchange old bottles for new tamper-proof ones—free of charge. 
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Week 4: 

J&J relaunched Tylenol with the new packaging. They offered 

massive discounts and coupons to rebuild trust. 

The Result: 

Within 6 months, Tylenol had regained 80% of its market share. 

Within a year, it was back to #1. 

The crisis that could have killed the brand instead became a case 

study in how to manage crisis with integrity. 

Why J&J succeeded: 

1.  Immediate action: Nationwide recall within 24 hours. No 
hesitation. 

2.  Customer-first mindset: Burke prioritized safety over profits. 
The decision cost $100M but saved the brand. 

3.  Transparent communication: J&J did not hide. They shared 
everything publicly and cooperated with authorities. 

4.  Proactive solution: Triple-seal tamper-proof packaging became 
the industry standard. J&J turned crisis into innovation. 

5.  Speed: From crisis to resolution in 6 weeks. Fast action prevents 
prolonged damage. 

James Burke later said: 

“If you do the right thing, the business will follow. We put 

customers first. We were transparent. We acted fast. And we 

came out stronger.” 

This is the gold standard for crisis response. 

BP Deepwater Horizon (2010) - How NOT to Manage a Crisis 

April 20, 2010. Gulf of Mexico. The Deepwater Horizon oil rig 

exploded. Eleven workers died. The rig sank. Oil began gushing into 

the Gulf of Mexico at a rate of 60,000 barrels per day. 
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The spill became the largest marine oil disaster in history. It lasted 

87 days. Nearly 5 million barrels of oil spilled into the ocean. Coastal 

ecosystems were devastated. Fishing industries collapsed. Beaches 

were ruined. 

BP’s crisis response was a disaster. 

Week 1: 

BP CEO Tony Hayward downplayed the crisis: 

•  “The Gulf of Mexico is a very big ocean. The amount of volume 
of oil and dispersant we are putting into it is tiny in relation to the 
total water volume.” 

Public reaction: outrage. BP is minimizing a catastrophe. 

Week 2: 

Hayward gave interviews where he blamed others: 

•  “This was not our accident. This was a rig operated by 
Transocean.” (True, but irrelevant. BP leased the rig and was 
responsible.) 

Public reaction: BP is deflecting responsibility. 

Week 3: 

Hayward complained publicly about the personal toll: 

“There is no one who wants this thing over more than I do. I 

would like my life back.” 

This statement became infamous. Eleven people died. Thousands 

lost their livelihoods. The Gulf ecosystem was dying. And the BP 

CEO said he wanted his life back. 

Public fury reached peak levels. 
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Week 4-12: 

BP’s communication remained inconsistent and defensive: 

•  Estimates of spill volume kept changing (first 1,000 barrels/day, 
later revised to 60,000 barrels/day) 

•  BP downplayed environmental impact (“The oil will naturally 
disperse”) 

•  Leadership appeared disconnected (Hayward was photographed 
attending a yacht race in England while the spill continued) 

The Result: 

•  BP’s stock dropped 50% 

•  BP paid over $65 billion in fines, settlements, and cleanup costs 

•  Hayward was fired in July 2010 

•  BP’s reputation was destroyed globally 

Why BP failed: 

1.  Denial and minimization: Hayward downplayed the crisis 
instead of acknowledging its severity. 

2.  Deflection of responsibility: Blaming Transocean made BP look 
evasive. 

3.  Tone-deaf communication: “I want my life back” showed a 
complete lack of empathy. 

4.  Inconsistent information: Changing spill estimates destroyed 
credibility. 

5. Slow action: The spill lasted 87 days because BP struggled to 
find a solution. 

BP did the opposite of J&J: 

•  J&J acted immediately. BP delayed. 

•  J&J took responsibility. BP deflected. 

•  J&J communicated transparently. BP minimized and obfuscated. 

•  J&J prioritized customers. BP prioritized the CEO’s reputation. 
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The contrast is stark: J&J turned crisis into a case study in excellence. 

BP turned crisis into catastrophe. 

What These Stories Have in Common 

Both J&J and BP faced crises they did not create: 

•  J&J did not poison the Tylenol. A criminal did. 

•  BP did not cause the rig explosion. Equipment failure and 
Transocean operational errors did. 

But how they responded determined their fate. 

J&J took full responsibility, acted immediately, and put customers 

first. Result: brand recovered in 6 months. 

BP minimized, deflected, and acted slowly. Result: $65 billion in 

losses and permanent reputation damage. 

“In a crisis, you do not control what happened. You only 

control how you respond. Your response is the crisis.” 

In this chapter, you will learn four frameworks for managing crises: 

1.  Crisis Response Playbook: The first 24 hours determine 
everything 

2.  Stakeholder Communication: Who to tell, when, and how 

3.  Crisis Leadership Principles: The 5 rules that separate effective 
from disastrous crisis response 

4.  Recovery & Learning: How to emerge stronger from crisis 

Framework 1: Crisis Response Playbook (First 24 Hours) 

WHAT IT IS 

The Crisis Response Playbook is a structured plan for the first 24 

hours of a crisis. Research shows that how you respond in the first 

24 hours determines 80% of the crisis outcome. 
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Delay by even a few hours, and you lose control of the narrative. Act 

decisively in the first 24 hours, and you can contain the damage. 

The playbook has 5 critical steps: 

1.  Assemble the Crisis Team (Hour 0-1) 

2.  Assess the Situation (Hour 1-3) 

3.  Make the Call (Hour 3-6) 

4. Communicate Externally (Hour 6-12) 

5.  Execute the Response (Hour 12-24) 

WHY IT MATTERS 

In a crisis, time compresses. Decisions that would normally take days 

or weeks must be made in hours. Without a playbook, organizations 

freeze, delay, or make reactive decisions that worsen the crisis. 

The playbook gives structure when chaos reigns. 

STEP 1: ASSEMBLE THE CRISIS TEAM (HOUR 0-1) 

Action: Within 1 hour of crisis emerging, convene the Crisis Team. 

Crisis Team members: 

•  CEO or designated crisis leader (final decision authority) 

•  Legal counsel (assess liability, regulatory obligations) 

•  Communications/PR lead (manage external messaging) 

•  Operations lead (assess operational impact) 

•  Subject matter expert (e.g., product lead if product defect, 
engineering lead if technical failure) 

Critical rule: The Crisis Team must have decision-making 

authority. Do not assemble a team that has to “escalate decisions to 

leadership.” The team IS leadership. 

Example: J&J Tylenol 

Within hours of the first death, CEO James Burke convened the 7-

member executive committee. This was the Crisis Team. They had 
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full authority to make any decision—including a $100M recall—

without board approval. 

Speed over process. 

STEP 2: ASSESS THE SITUATION (HOUR 1-3) 

Action: Gather facts. Answer 5 questions: 

1.  What happened? (Facts, not speculation) 

2.  How bad is it? (Scope: How many people affected? Financial 
impact? Reputational impact?) 

3.  What caused it? (Root cause, if known. If unknown, say so.) 

4.  What is the worst-case scenario? (If this spirals, how bad could 
it get?) 

5.  What do we control? (What can we fix immediately? What is 
outside our control?) 

Critical rule: Distinguish facts from speculation. In early hours, 

you will not have complete information. Do not make up answers. 

Say “We do not know yet” if that is the truth. 

Example: BP Deepwater Horizon (What NOT to do) 

BP initially estimated the spill at 1,000 barrels/day. Later revised to 

5,000. Then 12,000. Eventually 60,000. 

Each revision destroyed credibility. If BP had said in Hour 3: “We 

do not yet know the spill rate. We are working to measure it 

accurately and will update as soon as we have reliable data,” they 

would have maintained credibility. 

Instead, they guessed. Then guessed again. Then looked 

incompetent. 

STEP 3: MAKE THE CALL (HOUR 3-6) 

Action: The Crisis Team makes the critical decision. 
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Decision framework: 

•  Option 1: Minimal response (monitor, no major action) 

•  Option 2: Moderate response (targeted action, limited recall, 
public statement) 

•  Option 3: Maximum response (full recall, major operational 
change, CEO public appearance) 

Decision rule: When in doubt, err on the side of over-responding. 

•  Under-responding and then escalating later looks reactive and 
incompetent. 

•  Over-responding immediately shows you take it seriously. You 
can always scale back later. 

Example: J&J Decision (Hour 6) 

J&J’s Crisis Team debated: Chicago-only recall vs. nationwide 

recall. 

Chicago-only = $10M cost. Nationwide = $100M cost. 

Burke chose nationwide. Why? “Any risk to customers is 

unacceptable. We go big.” 

This decision—made in Hour 6—saved the brand. 

STEP 4: COMMUNICATE EXTERNALLY (HOUR 6-12) 

Action: Issue public statement. Hold press conference if crisis is 

major. 

Communication structure: 

1.  Acknowledge the crisis: “We are aware of [situation]. We are 
treating this with the utmost seriousness.” 

2.  Express empathy: “Our thoughts are with [affected people]. We 
deeply regret [harm caused].” 

3.  State the facts known so far: “Here is what we know: [factual 
summary]. Here is what we do not yet know: [unknowns].” 
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4.  Describe immediate actions: “We are taking the following 
actions immediately: [list specific actions].” 

5.  Commit to transparency: “We will provide updates every 
[timeframe] as we learn more.” 

Critical rule: The CEO or senior leader must be the face of the 

response. Do not hide behind PR teams. 

Example: J&J Communication (Hour 8) 

CEO Burke appeared on national news: 

“We have recalled all Tylenol nationwide. Customer safety is our 

first priority. We do not yet know how the tampering occurred, but 

we are working with the FBI to find out. We will not rest until 

Tylenol is safe again.” 

Clear. Empathetic. Accountable. Transparent. 

STEP 5: EXECUTE THE RESPONSE (HOUR 12-24) 

Action: Begin operational response. 

•  If recall: begin logistics immediately 

•  If system fix: deploy engineering teams 

•  If policy change: draft and announce new policy 

Critical rule: Visible action within 24 hours. Words mean nothing 

without action. 

Example: J&J Execution 

Within 24 hours of the decision, J&J had: 

•  Contacted every retailer to pull Tylenol from shelves 

•  Set up the 1-800 hotline 

•  Coordinated with FDA and FBI 

•  Begun work on tamper-proof packaging design 

Execution was immediate and visible. 
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COMMON MISTAKES 

•  Delay: Waiting for “complete information” before acting. In a 
crisis, you act on incomplete information. 

•  Committee decision-making: Crisis Teams must have authority 
to decide immediately. No “we need to escalate this to the board.” 

•  Defensive communication: Minimizing, blaming, or deflecting 
makes it worse. 

The Crisis Response Playbook is timeless because crises are 

timeless. Whether managing product recalls in 1980, cybersecurity 

breaches in 2025, or AI failures in 2050—the first 24 hours 

determine everything. 

Framework 2: Stakeholder Communication 

WHAT IT IS 

In a crisis, you must communicate with multiple stakeholders—each 

with different needs and concerns. Stakeholder Communication is 

a framework for identifying who needs to know what, when, and 

how. 

Key stakeholders in most crises: 

1.  Customers/Public: Need to know: Are they safe? What should 
they do? 

2.  Employees: Need to know: What is happening? How does this 
affect them? What should they tell others? 

3.  Investors/Board: Need to know: Financial impact? Legal 
exposure? Leadership response? 

4.  Regulators/Government: Need to know: Compliance status? 
Cooperation with investigation? 

5.  Media: Need to know: What happened? What are you doing 
about it? 

6.  Partners/Suppliers: Need to know: Impact on operations? 
Changes to agreements? 
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WHY IT MATTERS 

Most crisis communication failures happen because organizations: 

•  Tell some stakeholders but forget others (employees learn about 
the crisis from the news, not leadership) 

•  Tell everyone the same message (investors need different 
information than customers) 

•  Communicate inconsistently (one message to press, different 
message to employees) 

Stakeholder Communication ensures everyone gets the right 

information at the right time. 

STAKEHOLDER COMMUNICATION MATRIX 

Stakeholder Priority Key Message Channel Timing 

Customers Highest Safety info, 

what to do 

Public statement, 

email, website, 

social media 

Hour 6-

12 

Employees Highest What 

happened, how 

we are 
responding, 

what they 

should say 

Internal email, 

all-hands meeting 

Hour 3-

6 

Investors/Board High Financial 

impact, legal 

exposure, 

response plan 

Direct call, 

briefing 

document 

Hour 6-

12 

Regulators High Facts, 

cooperation, 

compliance 

Direct 

communication, 

formal filing 

Hour 

12-24 

Media Medium Public 

statement, 
press 

conference 

Press release, 

press conference 

Hour 6-

12 

Partners Medium Operational 
impact, 

continuity plan 

Email, phone 

calls 

Hour 

12-24 
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EXAMPLE: J&J STAKEHOLDER COMMUNICATION 

Customers (Hour 8): 

•  Public statement: “Do not use Tylenol. We have recalled all 
products nationwide.” 

•  Full-page newspaper ads 

•  1-800 hotline for questions 

Employees (Hour 4): 

•  Internal memo: “Here is what happened. Here is our response. If 
customers or media ask, refer them to our 1-800 number.” 

Investors (Hour 10): 

•  Direct call from CFO: “We are recalling all Tylenol. Cost: 
$100M. This is the right decision for long-term brand protection.” 

Regulators (Hour 6): 

•  Direct communication with FDA and FBI: “We are cooperating 
fully. Here is all the data we have.” 

Media (Hour 8): 

•  Press conference with CEO: “We are recalling all Tylenol 
nationwide. Customer safety is our priority.” 

Every stakeholder got tailored communication at the right time. 

EXAMPLE: BP STAKEHOLDER COMMUNICATION 

FAILURE 

BP failed at stakeholder communication: 

Employees: BP employees learned about the spill from the news, not 

from leadership. Many felt blindsided. 

Affected communities: BP did not communicate directly with Gulf 

Coast residents until weeks into the crisis. This created rage and 

distrust. 
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Investors: BP’s stock dropped 50% because investors had no 

confidence in leadership’s ability to manage the crisis. 

Regulators: BP’s relationship with the EPA and Coast Guard 

became adversarial because BP was not transparent. 

BP communicated inconsistently and too late. Stakeholders lost trust. 

HOW TO EXECUTE STAKEHOLDER COMMUNICATION 

Stakeholder Communication Process: 

1.  Identify all stakeholders (Hour 1-2): 

-  Who is affected? 

-  Who has a legal or regulatory interest? 

-  Who controls your reputation (media, customers, 
employees)? 

2.  Prioritize (Hour 2-3): 

-  Who must know immediately? 

-  Who can wait 12-24 hours? 

3.  Tailor messages (Hour 3-6): 

-  Customers: Safety, actions they should take 

-  Employees: What happened, how we are responding, what 
they should say 

-  Investors: Financial impact, risk mitigation 

-  Regulators: Compliance, cooperation 

4.  Execute communication (Hour 6-24): 

-  Highest priority stakeholders first (customers, employees) 

-  Lower priority stakeholders within 24 hours 

5. Maintain consistency: 

-  All messages must align. Do not say one thing to media and 
another to employees. 
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COMMON MISTAKES 

•  Forgetting internal stakeholders: Employees should never 
learn about a crisis from the news. 

•  One-size-fits-all messaging: Investors need different 
information than customers. 

•  Delayed communication: Silence creates rumors. Communicate 
early, even if you do not have all the facts. 

Stakeholder Communication is timeless because crises affect 

multiple groups. Whether in 1980, 2025, or 2075—getting the right 

message to the right people at the right time is critical. 

Framework 3: Crisis Leadership Principles 

WHAT IT IS 

Crisis Leadership Principles are 5 non-negotiable rules that separate 

effective crisis leaders from those who fail. 

PRINCIPLE 1: TAKE FULL RESPONSIBILITY (EVEN IF IT 

IS NOT YOUR FAULT) 

The rule: In a crisis, the leader takes responsibility—even if the 

crisis was caused by forces outside their control. 

Why? 

Because the public does not care whose fault it is. They care whether 

you are fixing it. 

Example: J&J Tylenol 

J&J did not poison the Tylenol. A criminal did. But CEO James 

Burke never said “This was not our fault.” He said: 

“This happened to our product. We are responsible for making 

it right.” 

This is leadership. Taking responsibility earns trust. 
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Counter-example: BP 

BP CEO Tony Hayward blamed Transocean: “This was not our 

accident.” Technically true. But irrelevant. BP leased the rig. The oil 

came from BP’s well. Deflecting responsibility destroyed trust. 

PRINCIPLE 2: COMMUNICATE EARLY AND OFTEN 

(EVEN WHEN YOU DO NOT HAVE ALL THE FACTS) 

The rule: In a crisis, silence is interpreted as guilt or incompetence. 

Communicate immediately, even if you are saying “We do not know 

yet.” 

Why? 

Because people fill silence with speculation. If you do not control the 

narrative, someone else will. 

Example: J&J 

J&J communicated within hours. They said: 

“We do not yet know how the tampering occurred. But we have 

recalled all Tylenol nationwide while we investigate.” 

They admitted uncertainty but showed action. 

Counter-example: BP 

BP delayed communication. For the first week, there were 

conflicting estimates of the spill size. Silence and inconsistency 

made BP look incompetent. 

PRINCIPLE 3: EMPATHY BEFORE SOLUTIONS 

The rule: Before you talk about fixes, acknowledge the harm and 

show empathy. 
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Why? 

Because people need to know you care before they care what you 

know. 

Example: J&J 

CEO Burke started every statement with: 

“Our hearts go out to the families who lost loved ones. We are 

devastated by this tragedy.” 

Only after expressing empathy did he talk about the recall and the 

fix. 

Counter-example: BP 

Hayward started with deflection (“This was not our accident”) and 

solutions (“We are working to cap the well”). He never led with 

empathy. When he finally said “I want my life back,” it confirmed 

the public’s worst suspicion: he did not care. 

PRINCIPLE 4: PRIORITIZE PEOPLE OVER PROFITS 

The rule: In a crisis, choose people over short-term financial gain. 

Every time. 

Why? 

Because the long-term cost of damaged trust far exceeds the short-

term cost of doing the right thing. 

Example: J&J 

The $100M nationwide recall was financially painful. Some 

executives argued for a Chicago-only recall to save money. Burke 

refused: 

“Customer safety is our first responsibility. We will figure out 

the financials later.” 
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This decision saved the brand. Within 6 months, Tylenol regained 

80% market share. The $100M investment paid off. 

Counter-example: BP 

BP initially tried to minimize the spill to reduce financial exposure. 

This backfired. The final cost was $65 billion—far more than if they 

had acted decisively from Day 1. 

PRINCIPLE 5: LEAD VISIBLY 

The rule: The CEO or senior leader must be the public face of the 

crisis. Do not hide. 

Why? 

Because leadership visibility signals that you are taking it seriously. 

Hiding signals cowardice or guilt. 

Example: J&J 

CEO James Burke appeared on 60 Minutes, gave press conferences, 

and spoke publicly throughout the crisis. He was the face of the 

response. 

Counter-example: BP 

For the first weeks, BP sent low-level spokespeople to press 

conferences. When Hayward finally appeared, he was defensive and 

tone-deaf. By the time he was visible, trust was already destroyed. 

THE 5 CRISIS LEADERSHIP PRINCIPLES (SUMMARY) 

1.  Take full responsibility (even if it is not your fault) 

2.  Communicate early and often (even when you do not have all 
the facts) 

3.  Empathy before solutions (acknowledge harm first) 

4.  Prioritize people over profits (always) 

5.  Lead visibly (the CEO must be the face of the response) 
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These principles are timeless. They worked for J&J in 1982. They 

work today. They will work in 2075. 

Framework 4: Recovery & Learning 

WHAT IT IS 

Crisis management does not end when the immediate danger passes. 

Recovery & Learning is the process of: 

1.  Returning to normal operations 

2.  Rebuilding trust 

3.  Learning from the crisis so it never happens again 

Most organizations stop at Step 1. The best organizations complete 

all three steps. 

STEP 1: RETURN TO NORMAL OPERATIONS 

Action: Resume business as usual as quickly as possible. 

Why? 

Because prolonged disruption compounds the damage. Customers, 

employees, and investors need to see that you are back in control. 

Example: J&J 

Within 6 weeks of the crisis, J&J had: 

•  Redesigned packaging (triple-seal tamper-proof) 

•  Relaunched Tylenol with the new packaging 

•  Offered discounts and coupons to rebuild customer trust 

Speed mattered. J&J did not wait 6 months. They moved fast. 

STEP 2: REBUILD TRUST 

Action: Demonstrate—through actions, not words—that you have 

fixed the problem. 
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How to rebuild trust: 

•  Transparency: Share what you learned and what you changed 

•  Third-party validation: Get independent experts to verify your 
fixes 

•  Over-communicate: Keep stakeholders informed long after the 
crisis ends 

Example: J&J Trust Rebuilding 

J&J did not just say “We fixed it.“ They: 

•  Invited media and regulators to tour their manufacturing facilities 

•  Published detailed information about the new tamper-proof 
packaging 

•  Partnered with the FDA to establish new industry standards for 
over-the-counter medications 

These actions rebuilt trust. Within a year, Tylenol was back to #1. 

STEP 3: LEARN FROM THE CRISIS 

Action: Conduct a thorough After-Action Review (AAR). Answer: 

1.  What happened? (Timeline, root causes) 

2.  What went well in our response? (What should we keep doing?) 

3.  What went poorly? (What should we change?) 

4.  What did we learn? (Insights, principles) 

5.  What will we do differently next time? (Process changes, 
playbook updates) 

Critical rule: Document the lessons and update your Crisis 

Response Playbook. Do not let the lessons die with the crisis. 

Example: Toyota After Unintended Acceleration Crisis 

After the 2009-2010 unintended acceleration crisis (recall of 9 

million vehicles, $1.2B in fines), Toyota conducted extensive AAR: 
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What went wrong: 

•  Quality culture eroded due to aggressive growth targets 

•  Engineers were not empowered to halt production for safety 
concerns 

•  Recall decision process was too slow 

What they changed: 

•  Created “Chief Quality Officer” role reporting directly to CEO 

•  Empowered any engineer to halt production if safety concerns 
arise 

•  Shortened recall decision timeline from months to days 

•  Reduced growth targets to ensure quality could keep pace 

By 2015, Toyota had regained its reputation for quality. The AAR-

driven changes worked. 

COMMON MISTAKES 

•  Declaring victory too early: “Crisis over!” without actually 
rebuilding trust leads to long-term brand damage. 

•  No AAR: If you do not learn from the crisis, you will repeat it. 

•  Superficial changes: Updating a policy document is not the same 
as changing culture. Real change requires behavior shifts. 

Recovery & Learning is timeless because every crisis is a learning 

opportunity. Whether in 1980, 2025, or 2075—the organizations that 

learn from crises emerge stronger. 

Chapter Summary 

You now have four frameworks for managing crises: 

1.  Crisis Response Playbook (First 24 Hours): Assemble Crisis 
Team (Hour 0-1), Assess Situation (Hour 1-3), Make the Call 
(Hour 3-6), Communicate Externally (Hour 6-12), Execute 
Response (Hour 12-24). The first 24 hours determine 80% of the 
outcome. 
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2.  Stakeholder Communication: Identify all stakeholders 
(customers, employees, investors, regulators, media, partners). 
Tailor messages to each group. Communicate early and 
consistently. 

3.  Crisis Leadership Principles: (1) Take full responsibility, (2) 
Communicate early and often, (3) Empathy before solutions, (4) 
Prioritize people over profits, (5) Lead visibly. 

4.  Recovery & Learning: Return to normal operations quickly. 
Rebuild trust through action, not words. Conduct After-Action 
Review and implement changes. 

Johnson & Johnson turned a crisis into a case study in excellence. 

They acted fast, took responsibility, prioritized customers, and 

rebuilt trust. Result: brand recovered in 6 months. 

BP delayed, deflected, and minimized. Result: $65 billion in losses 

and permanent reputation damage. 

A crisis reveals who you are. Your response determines who you 

become. 

Use these frameworks. When crisis comes—and it will—you will be 

ready. 

*** 
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CHAPTER 12 

The Durable Leader: Building 

Your Own System 

“Frameworks are not constraints. They are freedom. The 

leader who masters frameworks can navigate any era, any 

crisis, any challenge.” 

Warren Buffett’s System - 60 Years of Consistency 

Warren Buffett wakes up every morning at 6:45 AM in the same 

house he bought in 1958 for $31,500. He does not have a computer 

on his desk. He does not use a smartphone. He spends 80% of his 

day reading—newspapers, annual reports, books, research. 

This routine has not changed in 60 years. 

Buffett is now 94 years old. His net worth exceeds $120 billion. 

Berkshire Hathaway, the company he has led since 1965, has 

delivered a compound annual return of 19.8%—double the S&P 

500—for nearly 60 years. 

How? 

Buffett has a system. 

It is not complex. It is not secret. He has written about it publicly for 

decades. The system has five core principles: 

1.  Read 500 pages per day. Buffett spends 5-6 hours daily reading. 
He reads annual reports, industry analysis, newspapers, 
biographies. Knowledge compounds. 

2.  Invest only in businesses you understand. Buffett passed on 
Amazon, Google, and most tech stocks because “I do not 
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understand how they work.” He only invests when he deeply 
understands the business model. 

3.  Think long-term (10+ years). Buffett does not trade. He buys 
businesses he wants to hold forever. Short-term volatility does 
not matter. Long-term value does. 

4.  Ignore market noise. Buffett does not watch stock tickers. He 
does not react to daily news. He focuses on fundamentals—cash 
flow, competitive advantage, management quality. 

5.  Stay within your circle of competence. Buffett knows what he 
knows. He knows what he does not know. He does not venture 
outside his expertise. 

This system is simple, consistent, and disciplined. Buffett follows 

it in bull markets and bear markets. In 2008 when the market crashed, 

he followed the system. In 2020 during COVID, he followed the 

system. In 2024, he still follows the system. 

The result: 60 years of compounding returns. 

But here is the critical insight: Buffett’s system is his system. It fits 

his temperament, his strengths, his goals. It would not work for 

everyone. 

•  Some investors thrive on rapid trading (Buffett does not) 

•  Some investors love technology (Buffett avoids it) 

•  Some investors use complex quantitative models (Buffett uses 
simple math) 

Buffett succeeds because he built a system that fits him, then 

followed it with ruthless discipline for six decades. 

The lesson for leaders: You need your own system. Not Buffett’s. 

Not Bezos’s. Not Jobs’s. Yours. 

The Leader Without a System: Reactive, Inconsistent, Burned 

Out 

Now consider a different leader—let’s call him David. 

David became VP of Product at a fast-growing SaaS company in 

2018. He was smart, hardworking, and ambitious. He worked 70-
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hour weeks. He responded to every email within 10 minutes. He 

attended every meeting. He was involved in every decision. 

By 2020, David was exhausted. 

His team was confused. David’s decisions were inconsistent: 

•  One week: “We need to move fast. Ship now, fix later.” 

•  Next week: “Quality is critical. Do not ship until it is perfect.” 

•  One month: “Focus on growth. Hit the user acquisition targets.” 

•  Next month: “Growth is meaningless without retention. Focus on 
churn.” 

David had no frameworks. He reacted to whatever was in front of 

him. Every decision was made from scratch. No principles. No 

playbook. Just hustle. 

By 2022, David was asked to step down. The board said: “We need 

more consistent leadership.” 

David was devastated. He had worked harder than anyone. How did 

this happen? 

The problem: David had effort but no system. 

He did not have: 

•  A decision-making framework (so every decision felt like starting 
over) 

•  Prioritization principles (so everything felt urgent) 

•  Communication structure (so messages were inconsistent) 

•  Self-care rituals (so he burned out) 

David was like a ship without a rudder. Lots of motion. No direction. 

What These Stories Have in Common 

Buffett and David both worked hard. Both were smart. Both were 

ambitious. 

The difference: Buffett had a system. David did not. 
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Buffett’s system allowed him to: 

•  Make consistent decisions across 60 years 

•  Avoid burnout (he still loves his job at 94) 

•  Compound results over time (19.8% annual returns for 60 years) 

David’s lack of system led to: 

•  Inconsistent decisions that confused his team 

•  Burnout within 4 years 

•  Career derailment 

“A system is not a constraint. It is freedom. The leader 

with a system does not have to reinvent decisions every 

day. They follow principles, save energy, and compound 

results over decades.” 

This chapter is about building your system—the frameworks, 

rituals, and principles that will make you a durable leader across 

decades, industries, and challenges. 

In This Chapter: Four Frameworks for Building Your 

Leadership System 

1.  Personal Leadership Audit: Assess which frameworks you 
currently use (and which you need) 

2.  Your Core 5-7 Frameworks: Choose the frameworks that fit 
you—not someone else 

3.  30/60/90-Day Implementation Plan: How to adopt frameworks 
systematically without overwhelm 

4.  Continuous Learning System: How to stay sharp across 
decades 

By the end of this chapter, you will have a blueprint for building a 

leadership system that lasts. 
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Framework 1: Personal Leadership Audit 

WHAT IT IS 

A Personal Leadership Audit is an honest assessment of your 

current leadership practice. It answers three questions: 

1.  Which frameworks do you currently use consistently? 

2.  Which frameworks do you know about but do not use? 

3.  Which frameworks do you need to add? 

Most leaders have never done this audit. They react to problems as 

they come. They have no conscious system. 

The audit makes the unconscious conscious. It reveals gaps. 

WHY IT MATTERS 

You cannot improve what you do not measure. If you do not know 

which frameworks you use (or do not use), you cannot build a 

system. 

The audit gives you clarity: “Here is where I am strong. Here is where 

I am weak. Here is what I need to work on.” 

HOW TO CONDUCT YOUR PERSONAL LEADERSHIP 

AUDIT 

Step 1: Review the 11 chapters of this book 

Go back through Chapters 1-11. For each framework, ask yourself: 

“Do I use this framework consistently in my leadership?” 

Rate yourself on a scale: 

•  3 = I use this framework consistently and effectively 

•  2 = I know this framework but use it inconsistently 

•  1 = I know this framework but rarely use it 

•  0 = I do not use this framework 
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Example Audit: 

Chapter Framework My Rating (0-3) 

Ch 1 SWOT Analysis 2 - I use it sometimes but not 
systematically 

Ch 1 RAID Log 1 - I know it but do not track risks 
formally 

Ch 1 Pre-Mortem 0 - I have never done this 

Ch 2 Risk Matrix (2×2) 2 - I think about probability/impact 
but do not use a formal matrix 

Ch 2 Scenario Planning 1 - I have done this once or twice 

Ch 3 Decision Trees 0 - I do not use this 

Ch 3 DACI 1 - I know it but do not assign roles 
formally 

Ch 3 Eisenhower Matrix 3 - I use this weekly to prioritize 

Ch 4 OKRs 2 - My company uses OKRs but I 
do not set personal ones 

Ch 4 North Star Metric 1 - I know what it is but have not 
defined mine 

Ch 4 Pareto 80/20 3 - I use this constantly to focus 
effort 

Ch 5 5 Whys 2 - I ask “why” but do not go 5 
levels deep systematically 

Ch 5 Ishikawa Fishbone 0 - I have never used this 

Ch 5 First Principles 1 - I understand it but rarely apply it 

Ch 6 After-Action Reviews 1 - I reflect informally but do not 
structure AARs 

Ch 6 PDCA Cycle 0 - I do not use this 

Ch 6 Leading vs Lagging 
Indicators 

2 - I think about this but do not 
track formally 

Ch 7 RACI Matrix 1 - I know it but do not document 
roles 

Ch 7 Stand-ups 3 - My team does daily stand-ups 

Ch 7 Accountability 
Protocols 

2 - We have some accountability 
but it is inconsistent 

Ch 8 Pyramid Principle 2 - I try to lead with conclusions but 
not always 

Ch 8 BLUF 1 - I know it but my emails are too 
long 
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Ch 8 SBI Feedback 1 - I give feedback but it is not 
structured 

Ch 9 Systems Thinking 1 - I understand systems but do not 
analyze them formally 

Ch 9 Leverage Points 0 - I have never used this 

Ch 9 Flywheel Effect 2 - I think about reinforcing loops 
but have not built a flywheel 

Ch 9 Bottleneck Analysis 3 - I identify and fix bottlenecks 
regularly 

Ch 10 Psychological Safety 2 - I care about it but do not 
measure it 

Ch 10 Radical Candor 1 - I know the framework but 
struggle to challenge directly 

Ch 10 Growth Mindset 3 - I emphasize learning constantly 

Ch 10 Team Health Metrics 0 - I do not track team health 
formally 

Ch 11 Crisis Response 
Playbook 

0 - I have never built one 

Ch 11 Recovery & Learning 0 - I have never done a recovery 
review 

Ch 11 Stakeholder 
Communication 

1 - I communicate but not 
systematically 

Ch 11 Crisis Leadership 
Principles 

2 - I know them but have not 
practiced them 

Step 2: Identify your strengths and gaps 

Look at your ratings: 

Strengths (rated 3): 

•  Eisenhower Matrix 

•  Pareto 80/20 

•  Stand-ups 

•  Bottleneck Analysis 

•  Growth Mindset 

These are your core frameworks. You use them consistently. They 

are part of your system already. 
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Gaps (rated 0-1): 

•  Pre-Mortem 

•  Decision Trees 

•  Ishikawa Fishbone 

•  PDCA Cycle 

•  BLUF 

•  Radical Candor 

•  Crisis Response Playbook 

These are opportunities. You know about them but do not use them. 

Pick 2-3 to add to your system. 

Step 3: Prioritize 

You cannot adopt 30 frameworks at once. Choose 5-7 frameworks 

that matter most for your current role and challenges. 

Ask: 

•  What are my biggest challenges right now? (e.g., “My team 
misses deadlines” → Adopt RACI + Accountability Protocols) 

•  What would have the biggest impact? (e.g., “I waste time on 
low-value work” → Strengthen Eisenhower Matrix + Pareto) 

•  What fits my personality? (e.g., “I am analytical” → Decision 
Trees, Risk Matrix. “I am people-focused” → Radical Candor, 
Psychological Safety) 

EXAMPLE: DAVID’S AUDIT (THE BURNED-OUT VP) 

If David (from the opening story) had done a Personal Leadership 

Audit, he would have discovered: 

Strengths: 

•  None. David had hustle but no frameworks. 

Gaps: 

•  DACI (no clear decision roles → inconsistent decisions) 
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•  Eisenhower Matrix (everything felt urgent → burnout) 

•  Radical Candor (avoided hard conversations → team confusion) 

•  OKRs (no clear priorities → team pulled in multiple directions) 

If David had adopted just 4 frameworks (DACI, Eisenhower, 

Radical Candor, OKRs), his leadership would have been 

transformed: 

•  DACI → Clear decision ownership → Consistent decisions 

•  Eisenhower → Focus on important, not just urgent → Less 
burnout 

•  Radical Candor → Honest feedback → Team clarity 

•  OKRs → Clear priorities → Team alignment 

Four frameworks. Massive impact. 

COMMON MISTAKES 

•  Skipping the audit: Most leaders never assess their current 
practice. They just react. 

•  Trying to adopt everything: You cannot use 30 frameworks. 
Pick 5-7 core ones. 

•  Not being honest: If you rated yourself a “3” on every 
framework, you are lying to yourself. Be brutally honest. 

The Personal Leadership Audit is timeless because self-awareness is 

timeless. Whether in 1980, 2025, or 2075—knowing your strengths 

and gaps is the first step to improvement. 

Framework 2: Your Core 5-7 Frameworks 

WHAT IT IS 

Your Core 5-7 Frameworks are the leadership tools you commit to 

using consistently. They become your system. 

Not 30 frameworks. Not 3. Five to seven. 

Why 5-7? 
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•  Fewer than 5: Not enough coverage. You will have gaps in 
critical areas (decision-making, communication, execution, etc.) 

•  More than 7: Too many to master. You will use them 
inconsistently. 

5-7 is the sweet spot. Enough to cover key leadership domains. Few 

enough to master deeply. 

THE 5 LEADERSHIP DOMAINS 

Your Core 5-7 should cover these domains: 

1.  Strategy & Planning (e.g., SWOT, OKRs, Scenario Planning) 

2.  Decision-Making (e.g., Decision Trees, DACI, Eisenhower 
Matrix) 

3.  Execution & Accountability (e.g., RACI, Stand-ups, 
Accountability Protocols) 

4.  Communication (e.g., Pyramid Principle, BLUF, Radical 
Candor) 

5.  People & Culture (e.g., Psychological Safety, Growth Mindset, 
Team Health Metrics) 

Choose at least one framework from each domain. This ensures 

balance. 

EXAMPLE CORE 5-7 FOR DIFFERENT LEADERS 

Example 1: Sarah - VP of Engineering 

Sarah’s role: Leading 50 engineers building a SaaS platform. 

Sarah’s Core 7: 

1.  OKRs (Strategy) - Align engineering priorities quarterly 

2.  DACI (Decision-Making) - Clarify who owns technical decisions 

3.  RACI (Execution) - Define roles on major projects 

4.  Stand-ups (Execution) - Daily team sync 

5.  BLUF (Communication) - Keep emails and docs concise 

6.  Radical Candor (People) - Give direct feedback to engineers 
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7.  Bottleneck Analysis (Execution) - Identify and fix constraints in 
delivery pipeline 

These 7 frameworks fit Sarah’s role. She uses them weekly. They are 

her system. 

Example 2: John - CEO of 200-person Startup 

John’s role: Leading the company through growth and fundraising. 

John’s Core 6: 

1.  SWOT (Strategy) - Quarterly strategic assessment 

2.  North Star Metric (Strategy) - Focus entire company on one key 
metric 

3.  Eisenhower Matrix (Decision-Making) - Prioritize ruthlessly 

4.  Pyramid Principle (Communication) - Structure board 
presentations and investor pitches 

5.  Psychological Safety (People) - Build culture where people 
speak truth 

6.  Crisis Response Playbook (Crisis Management) - Be ready 
when things go wrong 

These 6 fit John’s CEO role. 

Example 3: Maria - Director of Customer Success 

Maria’s role: Leading 20-person team managing enterprise customer 

relationships. 

Maria’s Core 5: 

1.  Pareto 80/20 (Strategy) - Focus on top 20% of customers who 
drive 80% of revenue 

2.  DACI (Decision-Making) - Clarify escalation and decision 
authority with customers 

3.  SBI Feedback (Communication) - Give structured feedback to 
team 

4.  After-Action Reviews (Learning) - Debrief every major 
customer crisis or win 
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5.  Team Health Metrics (People) - Track team morale and 
psychological safety 

These 5 fit Maria’s role. 

HOW TO CHOOSE YOUR CORE 5-7 

Step 1: Review your Personal Leadership Audit 

Look at your strengths (what you rated 3) and gaps (what you rated 

0-1). 

Step 2: Identify the 5 domains you need most 

For your current role: 

•  Strategy & Planning? 

•  Decision-Making? 

•  Execution? 

•  Communication? 

•  People & Culture? 

Step 3: Choose 1-2 frameworks per domain 

Pick frameworks that: 

•  Fit your personality: Analytical leaders love Decision Trees. 
People-focused leaders love Radical Candor. 

•  Address your biggest challenges: Missed deadlines? → RACI, 
Accountability Protocols. Poor communication? → BLUF, 
Pyramid Principle. 

•  You can use consistently: Do not pick a framework you will 
only use once a year. Pick frameworks you can practice weekly 
or monthly. 

Step 4: Write them down 

Literally write down your Core 5-7. Keep the list visible (on your 

desk, in your notebook, on your computer). 
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Example: 

My Core 7 Leadership Frameworks: 

1.  OKRs (Quarterly goal-setting) 

2.  Eisenhower Matrix (Weekly prioritization) 

3.  DACI (Decision roles on major projects) 

4.  BLUF (Email and doc communication) 

5.  Radical Candor (Feedback to team) 

6.  After-Action Reviews (Monthly project debriefs) 

7.  Bottleneck Analysis (Quarterly process improvement) 

This list becomes your system. 

COMMON MISTAKES 

•  Choosing too many: If you list 15 frameworks, you will not use 
any of them consistently. 

•  Choosing based on what sounds cool: Pick frameworks that fit 
your role and personality, not what sounds impressive. 

•  Not writing them down: If your Core 5-7 are not written down, 
they are not real. 

Your Core 5-7 Frameworks are timeless because mastery is timeless. 

Whether leading in 1980, 2025, or 2075—deep mastery of a few 

frameworks beats shallow knowledge of many. 

Framework 3: 30/60/90-Day Implementation Plan 

WHAT IT IS 

A 30/60/90-Day Implementation Plan is a structured approach to 

adopting your Core 5-7 frameworks without overwhelm. 

Most people try to adopt all frameworks at once. They fail. Behavior 

change is hard. Trying to change 7 behaviors simultaneously is 

impossible. 

The 30/60/90 Plan spreads adoption over 3 months: 
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•  Days 1-30: Adopt 2-3 frameworks 

•  Days 31-60: Adopt 2-3 more frameworks 

•  Days 61-90: Adopt the final 1-2 frameworks 

By Day 90, all 5-7 frameworks are part of your routine. 

WHY IT MATTERS 

Habit formation research (James Clear, Atomic Habits; BJ Fogg, 

Tiny Habits) shows: 

•  It takes 30-60 days to build a new habit 

•  You can only build 2-3 new habits at a time 

•  Trying to change too much too fast leads to failure 

The 30/60/90 Plan respects these principles. It builds frameworks 

into habits one layer at a time. 

HOW TO BUILD YOUR 30/60/90 PLAN 

Step 1: Prioritize your Core 5-7 

Of your 5-7 frameworks, which 2-3 would have the biggest 

immediate impact? 

Start with those. 

Example: Sarah (VP of Engineering) prioritizes: 

Days 1-30: 

1.  Stand-ups (Biggest immediate impact - team alignment) 

2.  BLUF (Improve communication immediately) 

Days 31-60:  

3.  DACI (Clarify decision-making)  

4.  Radical Candor (Start giving better feedback) 

Days 61-90:  

5.  OKRs (Set quarterly goals)  

6.  RACI (Formalize project roles)  



The Unchanging Framework 

177 

7.  Bottleneck Analysis (Optimize delivery pipeline) 

Step 2: Define the specific practice for each framework 

For each framework, define exactly how you will use it. 

Vague: “I will use Stand-ups.” Specific: “Every weekday at 9:00 

AM, I will hold a 15-minute stand-up with my team where everyone 

answers: What did I do yesterday? What will I do today? What 

blockers do I have?” 

Vague: “I will use BLUF.” Specific: “Every email I send will start 

with the main point in the first sentence. Subject lines will state the 

ask or conclusion.” 

Step 3: Track daily for 30 days 

For each framework, track whether you used it. 

Simple tracker: 

Week Mon Tue Wed Thu Fri Notes 

Week 1 ! ! " ! ! Missed Wed - meeting 
conflict 

Week 2 ! ! ! ! ! Full week! 

Week 3 ! ! ! " ! Missed Thu - off-site 

Week 4 ! ! ! ! ! Becoming routine 

After 30 days of tracking, the framework becomes a habit. You do 

not need to track anymore. 

Step 4: Add the next layer (Days 31-60) 

Once the first 2-3 frameworks are habitual (you do them without 

thinking), add the next 2-3. 

Repeat the process: define specific practice, track daily for 30 days. 
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Step 5: Complete the system (Days 61-90) 

Add the final 1-2 frameworks. By Day 90, all 5-7 frameworks are 

part of your routine. 

EXAMPLE: JOHN (CEO) 30/60/90 PLAN 

Days 1-30: 

•  Eisenhower Matrix (Every Monday, categorize week’s tasks 
into Urgent/Important quadrants. Block calendar accordingly.) 

•  North Star Metric (Define company’s North Star. Share with 
leadership team. Track weekly in leadership meeting.) 

Days 31-60: 

•  SWOT (Conduct quarterly SWOT with leadership team. 
Document and share.) 

•  Pyramid Principle (All board presentations and investor emails 
start with the conclusion, then supporting arguments.) 

Days 61-90: 

•  Psychological Safety (In every leadership meeting, ask: “What 
are we not talking about? Who disagrees?” Reward dissent 
publicly.) 

•  Crisis Response Playbook (Build the playbook with legal and 
comms team. Run one crisis simulation.) 

By Day 90, John has built a 6-framework system. It is now part of 

his routine. 

COMMON MISTAKES 

•  Trying to adopt everything at once: This guarantees failure. 
Stack habits one layer at a time. 

• Not tracking: If you do not track, you do not know if you are 
actually using the framework. 

•  Being vague: “I will use OKRs” is not specific enough. Define 
exactly how, when, and with whom. 
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The 30/60/90-Day Implementation Plan is timeless because habit 

formation is timeless. Whether building habits in 1980, 2025, or 

2075—slow, consistent practice beats bursts of motivation. 

Framework 4: Continuous Learning System 

WHAT IT IS 

A Continuous Learning System ensures you stay sharp across 

decades. It has three components: 

1.  Input: How you consume new knowledge (reading, courses, 
mentors) 

2.  Practice: How you apply what you learn 

3.  Reflection: How you review and refine 

Most leaders stop learning after they reach senior positions. They 

rely on past experience. They stagnate. 

Durable leaders—like Buffett—never stop learning. At 94, Buffett 

still reads 5-6 hours per day. 

WHY IT MATTERS 

The world changes. Technology changes. Markets change. 

Leadership principles do not change, but their application evolves. 

A leader who stopped learning in 2000 is obsolete in 2025. A leader 

who stops learning in 2025 will be obsolete in 2040. 

Continuous learning is the only way to stay relevant across decades. 

COMPONENT 1: INPUT (HOW YOU LEARN) 

Buffett’s Input System: 

•  Reads 500 pages per day (newspapers, annual reports, books) 

•  Focuses on fundamental principles, not trends 

•  Avoids noise (does not watch cable news, ignores stock tickers) 
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Your Input System should include: 

1.  Daily reading (30-60 min): 

•  Industry news 

•  Leadership books 

•  Case studies 

2.  Weekly learning (1-2 hours): 

•  Listen to podcasts or watch videos from thought leaders 

•  Read in-depth articles or research papers 

3.  Quarterly deep-dive (1 day): 

•  Take a course or workshop 

•  Read a foundational book cover-to-cover 

•  Attend a conference 

4.  Annual refresh (1 week): 

•  Review the year’s learning 

•  Update your Core 5-7 frameworks if needed 

COMPONENT 2: PRACTICE (HOW YOU APPLY) 

Learning without application is useless. You must practice what 

you learn. 

Practice System: 

1.  Immediate application: 

•  When you learn a new framework, use it within 7 days 

•  Example: Read about Radical Candor → Give feedback using 
SBI within the week 

2.  Deliberate practice: 

•  Choose one framework to master deeply each quarter 

•  Example: Q1 = Master Radical Candor. Give structured 
feedback 3× per week. Track outcomes. 

3.  Teaching others: 

•  The best way to master a framework is to teach it 
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•  Example: Run a workshop for your team on DACI. Teaching 
forces clarity. 

COMPONENT 3: REFLECTION (HOW YOU IMPROVE) 

Reflection turns experience into wisdom. 

Reflection System: 

1.  Weekly reflection (15 min every Friday): 

•  What went well this week? 

•  What did I learn? 

•  What will I do differently next week? 

2.  Monthly reflection (30 min): 

•  Review progress on Core 5-7 frameworks 

•  Which frameworks did I use consistently? 

•  Which did I neglect? 

3.  Quarterly reflection (2 hours): 

•  Conduct Personal Leadership Audit 

•  Update Core 5-7 if needed 

•  Plan next quarter’s learning focus 

4.  Annual reflection (1 day): 

•  What were the biggest lessons of the year? 

•  How have I grown as a leader? 

•  What is my learning focus for next year? 

EXAMPLE: WARREN BUFFETT’S CONTINUOUS 

LEARNING SYSTEM 

Input: 

•  Reads 500 pages/day (60 years straight) 

•  Focuses on timeless principles (financial fundamentals, human 
nature, business models) 
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Practice: 

•  Every investment decision applies his frameworks (circle of 
competence, long-term thinking, understand the business) 

Reflection: 

•  Annual letter to shareholders = public reflection on what worked 
and what did not 

•  Berkshire annual meeting = teaching others his frameworks 

This system has kept Buffett sharp for 60+ years. 

COMMON MISTAKES 

•  Learning without application: Reading books but never using 
the frameworks = entertainment, not learning 

•  No reflection: Busy leaders skip reflection. They repeat mistakes 
because they never pause to learn from them. 

•  Learning only in crisis: “I will learn when I have time” = you 
will never learn. Schedule it. 

Continuous Learning System is timeless because change is timeless. 

Whether in 1980, 2025, or 2075—the leader who learns continuously 

outlasts the leader who relies on past knowledge. 

Chapter Summary: Building Your Durable Leadership System 

You now have four frameworks for building a leadership system that 

lasts: 

1.  Personal Leadership Audit: Assess which frameworks you 
currently use (strengths) and which you need (gaps). Be brutally 
honest. Identify 5-7 frameworks to master. 

2.  Your Core 5-7 Frameworks: Choose frameworks that fit your 
role, personality, and challenges. Cover all 5 domains (Strategy, 
Decision-Making, Execution, Communication, People). Write 
them down. Make them visible. 

3.  30/60/90-Day Implementation Plan: Adopt frameworks in 
layers. Days 1-30: First 2-3 frameworks. Days 31-60: Next 2-3. 
Days 61-90: Final 1-2. Track daily until habits form. 
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4.  Continuous Learning System: Input (read daily, learn weekly, 
deep-dive quarterly). Practice (apply immediately, deliberate 
practice, teach others). Reflection (weekly, monthly, quarterly, 
annual reviews). 

Warren Buffett built a system and followed it for 60 years. Result: 

$120 billion net worth and 19.8% annual returns. 

David (the burned-out VP) had no system. Result: inconsistency, 

burnout, career derailment. 

The difference is the system. 

Final Reflection: The Unchanging Framework 

You have now learned 30+ frameworks across 12 chapters: 

•  Chapter 1: SWOT, RAID, Pre-Mortem 

•  Chapter 2: Risk Matrix, Scenario Planning 

•  Chapter 3: Decision Trees, DACI, Cynefin, Eisenhower 

•  Chapter 4: OKRs, North Star, Pareto 

•  Chapter 5: 5 Whys, Ishikawa, First Principles 

•  Chapter 6: AAR, PDCA, Leading/Lagging Indicators 

•  Chapter 7: RACI, Stand-ups, Accountability Protocols 

•  Chapter 8: Pyramid Principle, BLUF, SBI 

•  Chapter 9: Systems Thinking, Leverage Points, Flywheel, 
Bottleneck Analysis 

•  Chapter 10: Psychological Safety, Radical Candor, Growth 
Mindset, Team Health Metrics 

•  Chapter 11: Crisis Response Playbook, Stakeholder 
Communication, Crisis Leadership Principles, Recovery & 
Learning 

•  Chapter 12: Personal Leadership Audit, Core 5-7, 30/60/90 Plan, 
Continuous Learning 

These frameworks are timeless. They worked in 1950. They work in 

2025. They will work in 2075. 
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Why? 

Because they address timeless problems: 

•  Uncertainty (SWOT, Risk Matrix, Scenario Planning) 

•  Complexity (Decision Trees, Systems Thinking) 

•  Execution failure (RACI, Accountability Protocols) 

•  Communication breakdown (Pyramid Principle, BLUF, Radical 
Candor) 

•  Team dysfunction (Psychological Safety, Growth Mindset) 

•  Crisis (Crisis Response Playbook) 

Technology changes every decade. Markets change. Business 

models change. 

But leadership challenges do not change. 

In 1980, leaders struggled with unclear priorities, poor 

communication, and team dysfunction. 

In 2025, leaders struggle with the same things. 

In 2075, leaders will struggle with the same things—even if they are 

managing AI teams, quantum systems, or Mars colonies. 

The Unchanging Framework is this: 

Master timeless leadership principles. Apply them with discipline. 

Adapt the application to your era, but never abandon the principles. 

Kodak’s decline illustrates how abandoning quality for growth 

creates the exact conditions that frameworks like PDCA are designed 

to catch. 

Boeing failed because they abandoned safety for speed. 

Wells Fargo failed because they rewarded the wrong metric. 

Uber failed because they ignored psychological safety. 

BP failed because they minimized and deflected in crisis. 
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All of these failures could have been prevented with the frameworks 

in this book. 

All future failures can be prevented the same way. 

Your Next Steps 

You have read the book. Now build your system. 

This week: 

1.  Conduct your Personal Leadership Audit (1 hour) 

-  Rate yourself on each framework 

-  Identify strengths and gaps 

2.  Choose your Core 5-7 Frameworks (30 min) 

-  Write them down 

-  Make the list visible 

Next 30 days: 

3.  Start your 30/60/90 Plan (Daily practice) 

-  Adopt your first 2-3 frameworks 

-  Track daily 

-  Build the habit 

Next 90 days: 

4.  Complete your system 

-  Add frameworks in layers 

-  By Day 90, all 5-7 are routine 

Next 12 months: 

5.  Continuous Learning 

-  Read daily 

-  Reflect weekly 

-  Review quarterly 
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Next 60 years (like Buffett): 

6.  Never stop 

-  Technology will change 

-  Your industry will change 

-  Your role will change 

-  Your frameworks will not 

-  Master them 

-  Use them 

-  Compound results over decades 

The Unchanging Truth 

Frameworks are not constraints. They are freedom. 

The leader who masters frameworks does not have to reinvent 

decisions every day. They follow principles. They save energy. They 

make better decisions. They compound results over decades. 

The leader without frameworks reacts. They burn out. They make 

inconsistent decisions. They plateau. 

You now have the frameworks. 

The question is: Will you use them? 

Technology changes every decade. 

Leadership thinking does not. 

Build your system. Use it with discipline. Become a durable leader. 

*** 

 

 

END OF THE UNCHANGING FRAMEWORK 




