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SPOTLIGHT ON LEADERSHIP

The Seven
Seismic

Shifts

All the shifts a

arald (not his real name) is a high-

potential leader with 15 years of

experience at a leading European

chemical company. He started as

an assistant product manager in
the plastics unit and was quickly transferred to Hong
Kong to help set up the unit’s new Asian business
center. As sales there soared, he soon won a promo-
tion to sales manager. Three years later he returned to
Europe as the marketing and sales director for Europe,
the Middle East, and Africa, overseeing a group of 80
professionals. Continuing his string of successes, he
was promoted to vice president of marketing and
sales for the polyethylene division, responsible for
several lines of products, related services, and a staff
of nearly 200.

All of Harald’s hard work culminated in his ap-
pointment as the head of the company’s plastic res-
ins unit, a business with more than 3,000 employees
worldwide. Quite intentionally, the company had as-
signed him to run a small but thriving business with
astrong team. The idea was to give him the opportu-
nity to move beyond managing sales and marketing,
get his arms around an entire business, learn what it
meant to head up a unit with the help of his more-
experienced team, and take his leadership skills to

the next level in a situation free from complicating
problems or crises. The setup seemed perfect, but a
few months into the new position, Harald was strug-
gling mightily.

Like Harald, many rising stars trip when they shift
from leading a function to leading an enterprise and
for the first time taking responsibility for a P&L and
oversight of executives across corporate functions. It
truly is different at the top. To find out how, I took an
in-depth look at this critical turning point, conduct-
ing an extensive series of interviews with more than
40 executives, including managers who had devel-
oped high-potential talent, senior HR professionals,
and individuals who had recently made the move to
enterprise leadership for the first time.

What I found is that to make the transition suc-
cessfully, executives must navigate a tricky set of
changes in their leadership focus and skills, which
I call the seven seismic shifts. They must learn to
move from specialist to generalist, analyst to inte-
grator, tactician to strategist, bricklayer to architect,
problem solver to agenda setter, warrior to diplomat,
and supporting cast member to lead role. Like so
many of his peers, Harald had trouble negotiating
most of these shifts. To see what makes them so dif-
ficult, let’s follow him through each of them, as he
confronts unnerving surprises, makes unwarranted
assumptions, encounters entirely new demands on
his time and imagination, makes decisions in igno-
rance, and learns from his mistakes.

Specialist to Generalist

Harald’s immediate challenge was shifting from
leading a single function to overseeing the full set of
business functions. In his first couple of months, this
shift left him feeling disoriented and less confident
in his ability to make good judgments. And so he fell
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Idea in Brief

Few leadership transitions are as challenging
as the move from running a function to running
an entire enterprise for the first time.

The scope and complexity of
the job dramatically increase
in ways that can leave newly
minted unit heads feeling

overwhelmed and uncertain.
The skills that they’ve honed
in their previous roles—mas-

tery of their function, organiza-
tional know-how, the ability to
build and motivate a team—are
no longer enough. For the first
time, these executives must
transform themselves into gen-
eralists who understand all the
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functions. They must learn to
hire, judge, and mediate with
a far wider variety of people.
They must confront a whole
new range of tough questions:
What are the big issues on

our corporate agenda? What
opportunities and threats does
the whole business face? How
can | ensure the success of the
entire organization?

At this critical turning point,
executives must undergo seven
seismic shifts—a tricky set of
changes in their leadership
focus that require them to
develop new skills and
conceptual frameworks.

into a classic trap—overmanaging the function he
knew well and undermanaging the others. Fortu-
nately for Harald, this became crystal clear when his
vice president of HR gave him some blunt feedback
about his relationship with his sales and marketing
VP: “You are driving Claire crazy. You need to give
her some space.”

Harald’s tendency to stay in his functional
comfort zone is an understandable reaction to the
stresses of moving up to a much broader role. It
would be wonderful if newly appointed enterprise
leaders were world-class experts in all business func-
tions, but of course they never are. In some instances
they have gained experience by rotating through
various functions or working on cross-functional
projects, which certainly helps. (See the sidebar

“How to Develop Strong Enterprise Leaders.”) But
the reality is that the move to enterprise leadership
always requires executives who’ve been specialists
to quickly turn into generalists who know enough
about all the functions to run their businesses.

What is “enough”? Enterprise leaders must be
able to (1) make decisions that are good for the busi-
ness as a whole and (2) evaluate the talent on their
teams. To do both they need to recognize that busi-
ness functions are distinct managerial subcultures,

each with its own mental models and language. Ef-
fective leaders understand the different ways that
professionals in finance, marketing, operations, HR,
and R&D approach business problems, and the vari-
ous tools (discounted cash flow, customer segmenta-
tion, process flow, succession planning, stage gates,
and the like) that each discipline applies. Leaders
must be able to speak the language of all the func-
tions and translate for them when necessary. And
critically, leaders must know the right questions to
ask and the right metrics for evaluating and recruit-
ing people to manage areas in which they them-
selves are not experts.

The good news for Harald was that, in addition
to assigning him to a high-performing unit, his com-
pany had strong systems in place for evaluating and
developing talent in key functions. These included
well-crafted systems for performance reviews and
360-degree feedback, and for collecting input from
corporate functions. His heads of finance and HR,
for instance, while reporting directly to him, also
had dotted-line reporting relationships with their
respective corporate departments, which assisted
Harald with their evaluation and development. So
he had plenty of resources to help him understand
what “excellence” meant for each function.
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TO ARCHITECT

Understand how to analyze
and design organizational
systems so that strategy,
structure, operating models,
and skill bases fit together
effectively and efficiently, and
harness this understanding to
make needed organizational
changes.

PROBLEM SOLVER TO
AGENDA SETTER

Define the problems the
organization should focus on,
and spot issues that don’t fall
neatly into any one function
but are still important.

WARRIOR

TO DIPLOMAT
Proactively shape the
environment in which the
business operates by
influencing key external
constituencies, including
the government, NGOs,
the media, and investors.

SUPPORTING CAST
MEMBER TO LEAD ROLE
Exhibit the right behaviors as
a role model for the organiza-
tion and learn to communi-
cate with and inspire large
groups of people both directly
and, increasingly, indirectly.
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By investing directly in creating standardized
evaluation schemes for each function, companies
can ensure that new enterprise leaders get the lay
of the land faster. But even if their firms don’t have
such systems, aspiring enterprise leaders can pre-
pare themselves by building relationships with col-
leagues in other functions, seeking to learn from
them (perhaps in exchange for insight into their
own functions) so that they can develop their own
templates.

Analyst to Integrator

The primary responsibility of functional leaders is
to recruit, develop, and manage people who focus
in analytical depth on specific business activities.
An enterprise leader’s job is to manage and integrate
the collective knowledge of those functional teams
to solve important organizational problems.

Harald found himself struggling with this shift
early on as he sought to address the many compet-
ing demands of the business. His sales and market-
ing VP, for example, wanted to aggressively go to
market with a new product, while his head of opera-
tions worried that production couldn’t be ramped up
quickly enough to meet the sales staff’s demand sce-
narios. Harald’s team expected him to balance the
needs of the supply side of the business (operations)
with those of its demand side (sales and marketing),
to know when to focus on the quarterly business
results (finance) and when to invest in the future
(R&D), to decide how much attention to devote to
execution and how much to innovation, and to make
many other such calls.

Once again, executives need general knowledge
of the various functions to resolve such competing
issues, but that isn’t enough. The skills required
have less to do with analysis and more to do with
understanding how to make trade-offs and explain

for
call

here is no substitute

actually making the
s and learning from

their outcome.
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the rationale for those decisions. Here, too, previous
experience with cross-functional or new-product
development teams would stand newly minted
enterprise leaders in good stead, as would a previ-
ous apprenticeship as a chief of staff to a senior ex-
ecutive. But ultimately, as Harald found, there is no
substitute for actually making the calls and learning
from their outcome.

Tactician to Strategist

In his early months, Harald threw himself into the
myriad details of the business. Being tactical was
seductive—the activities were so concrete and the
results so immediate. Consequently, he lost himself
in the day-to-day flow of attending meetings, making
decisions, and pushing projects forward.

The problem with this, of course, was that a core
part of Harald’s new role was to be strategist-in-chief
for the unit he now led. To do that, he had to let go
of many of the details and free his mind and his time
to focus on higher-level matters. More generally, he
needed to adopt a strategic mind-set.

How do tactically strong leaders learn to develop
such a mind-set? By cultivating three skills: level
shifting, pattern recognition, and mental simulation.
Level shifting is the ability to move fluidly among lev-
els of analysis—to know when to focus on the details,
when to focus on the big picture, and how the two
relate. Pattern recognition is the ability to discern
impor‘tant causal relationships and other signifi-
cant patterns in a complex business and its environ-
ment—that is, to separate the signal from the noise.
Mental simulation is the ability to anticipate how
outside parties (competitors, regulators, the media,
key members of the public) will respond to what you
do, to predict their actions and reactions in order to
define the best course to take. In Harald’s first year,
for instance, an Asian competitor introduced a lower-
cost substitute for a key resin product his unit made.
Harald needed not only to consider the immediate
threat but also to think expansively about what the
competitor’s future intentions might be. Was the
Asian company going to use this low-end product
to forge strong customer relationships and progres-
sively offer a broader range of products? If so, what
options should Harald’s unit pursue? How would
the competitor respond to what Harald chose to do?
Those were not questions he had been responsible
for as head of marketing and sales. In the end, after
analyzing various courses of action with his senior
team, he chose to lower prices, forgoing some current
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