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The Age of Surge is a must-read for any business leader who aspires to
lead their company in the emerging age of exponential innovation. The
authors . . . provide a revolutionary framework for . . . digital transfor-
mation, by connecting the dots of personal ethos, leadership mindset,
organizational systems, company culture, and digital technologies.

—George Zarkadakis, Digital Lead, Willis Towers Watson; Author of /n
Our Own Image: Savior or Destroyer? The History and Future of Artificial
Intelligence

The Age of Surge is transformational innovation in a bottle for leaders
and companies seeking to win in the new tech-fueled digital economy!

—John Schanz, Former Chief Network Officer, Comcast Cable

The authors begin this book with “start where you are and follow yes.”
If you’re looking to implement OKRs at scale, I say “start where you
are and get this book.”

—Ben Lamorte, Co-author of Objectives and Key Results: Driving Focus,
Alignment, and Engagement with OKRs; Founder of OKRs.com

We’re in an era where emerging companies are disrupting every indus-
try and incumbents in those industries are searching for ways to trans-
form themselves in the face of this competition. The Age of Surge pro-
vides business leaders with a clear approach to driving and managing
the change necessary to truly transform their organizations . . .

—Sinclair Schuller, Founder and CEO of Apprenda



The hallmark of the modern enterprise is that every company is a soft-
ware company. The Age of Surge presents fresh and clear thinking on
how to manage the ongoing waves of technologies that shape and re-
shape businesses.

—Luke Hohman, Founder and CEO, Conteneo; Former Board Member,
The Agile Alliance

In The Age of Surge, Murphy and Mase show they are the dinosaur
whisperers, trustworthy and brilliant guides for taking large companies
threatened with extinction on a journey to perpetual adaptation and in-
novation . .. The Coverage of OKRs 2.0 alone makes the read worth-
while.

—Jay Stanton, Founder and Managing Partner of Jabbok River Group;
Faculty at Northwestern McCormick School of Engineering

... The Age of Surge shows how to deal with the volatility, uncertain-
ty, complexity, and ambiguity (VUCA) of the world of business. . . . If
you’re a leader faced with the challenge of pulling an organization into
the 21% century, this book is sure to help.

—Jurgen Appelo, Author of Managing for Happiness; CEO of Agility
Scales

.. . Business leaders of iconic, large corporations and dynamic, young
startups alike can benefit from learning more about . . . the importance
of personal and organizational transformation alongside technology to
fully experience digital transformation.

—Steve Robinson, General Manager, Client Technical Engagement-IBM
Cloud

... With the right digital leadership that promotes creativity, autonomy
and speed, executives will soon realize the full potential of the organi-
zation to embrace creative destruction and creative regeneration. The
Age of Surge can be your navigational chart in these disruptive times.

—YVictor Fetter, Chief Digital Officer, Vertiv



While most authors of books on digital transformation focus on tech-
nology, Murphy and Mase center their discussion on the organization-
al side of digital. They thoughtfully explore essential topics including
leadership, talent management, and communication—important en-
ablers of digital transformation...

—Jason Bloomber, President, Intellyx



THE AGE OF

SURGE

A Human-Centered Framework for
Scaling Company-Wide Agility and
Navigating the Digital Tsunami

Brad Murphy & Dr. Carol Mase

B Reinvent
Press



THE AGE OF SURGE
By Brad Murphy and Dr. Carol Mase

Copyright © 2018 Gear Stream, Inc. All rights reserved

Wwwlgearstream.com

BULK ORDERS AND SPECIAL SALES
Additional books are available at special discounts for bulk purchases for business, sales promotions,
or educational use. Special editions, including personalized covers, excerpts of the book, and corporate
imprints, can be created in large quantities for special needs. For more information, write to Special Needs at:
specialneeds@reinventpress.com

Manuscript Coach: Stacy Ennis
Developmental Editor: Nicholas Valdez
Copyeditor: Jim Forsha
Indexer: Mikael Hornqvist
Interior Designer: Nuno Ribeiro
[lustrator: Caleb Brown
January 2018: First Edition

PUBLISHED BY

Reinvent
Press

7800 Falls of Neuse Rd, Suite 97663 Raleigh, NC 27624

www.reinventpress.com

ISBN-13: 978-0-9996444-1-6 (hardback)
ISBN-13: 978-0-9996444-0-9 (paperback)
ISBN-13: 978-0-9996444-2-3 (ebook)



To my adult children Ashley and Brad, who are now early in their careers and
beginning to appreciate why Dad is so passionate about organizational trans-
formation. To my wife Julie, who, despite enduring long stretches of neglect (as
1 obsessed over helping clients), has remained both my best friend and enduring
partner in life.

—Brad

To my mentors: George Edwin (engineer), Richard (physicist), and Michael (en-
docrinologist)

—Carol



Table of Contents

Acknowledgments

INTRODUCTION: THE DIGITAL TSUNAMI

Adaptive Organizations Surge

Paradigm Shift: Digital Waves and Living Systems
Our Approach: Start Where you Are and Follow Yes
Using Surge

SECTION I: THE FOUNDATIONS OF DIGITAL TRANSFORMATION

Chapter 1: Start Where You Are
You Aren’t Google—You Are You
Vuca And The Edge Of Chaos

Platform Comunities: Ecosystems are the Future

Chapter 2: The Digital Wave Journey

The Digital Wave Model: An Overview
Sailing To The Horizon: The Wave 3 Company
Principles Of Digital Disruption

Activating The Network Within The Hierarchy

Chapter 3: Control Without Bureaucracy

The Digital Management Crisis

Self-Management: Autonomy With Accountability

Self-Governance: Product Development Communities And Networks

Self-Organization: Stability With Local Adaptability



Chapter 4: Navigating the Digital Tsunami

Navigational Plot Point #1: Create a Vision for the Collective
Navigational Plot Point #2: Forge the Commitment of Senior Leaders
Navigational Plot Point #3: Engage Middle Managers to Chart the Course

Joe’s Transformational Journey

SECTION II: THE JOURNEY OF DIGITAL TRANSFORMATION

INTERMEZZO: A Conversation among Four Leaders—Abe’s Dilemma
and the Crucible of Leadership

Chapter 5: Social Memes—Activate the Collective
Storytelling: Our Brains are Wired to Connect

Social Memes: Harnessing the Emotional Spark of People
Language to Change Mindset and Improve Engagement
Words Create Worlds

Social Memes Recap

Key Takeaways: Social Memes (By Position Within an Organization)

INTERMEZZO: Iterative Cycles of Transformation

Chapter 6: Helix Cycles—Operationalize Continuous Transformation
From Possibilities to Decisions: Dynamic Learning Cycles

Helix: Iterative Transformation in Action

Customer-Centric, Product-Based Development

Helix Recap

Key Takeaways: Helix

INTERMEZZO: Achieving Exceptional Performance



Chapter 7: Strive Framework—Advance Breakthrough Performance
Bottoms Up: Cascading Objectives from Below

Bottom Line: Aligning Product Backlogs with Company Goals

The Elephant in the Room: Old-School Talent Management

Strive Recap

Key Takeaways: Strive

INTERMEZZO: Abe’s Technical Challenge—An Adaptive Opportunity

Chapter 8: Intentional Networks—Engage the Middle
Hidden Value in the Middle of your Company

Creating the Middle Network

The Well-Connected Company

Intentional Networks Recap

Key Takeaways: Intentional Networks

INTERMEZZO: Abe’s All Hands on Deck

Chapter 9: Leading Digital—Chart Your Course

Leading Digital Transformation: Actions, Behaviors and Skills
Generating the Conditions for Transformation

A Playbook for Digital Transformation

Chart your Course Recap

Key Takeaways: Chart your Course

INTERMEZZO: A Conversation Among Four Leaders—One Year Later

CONCLUSION: FOLLOW YES!
Transformation is Personal

Parting Words on Transformation



APPENDIX: Actions That Anyone Can Take for Each Chapter in Section 11

Endnotes



Acknowledgments

Like most, this book stands on the shoulders of other people, many of whom we
don’t even know. Authors, mentors, colleagues, and clients have all shaped our
point of view. Perhaps most significantly, the work we do with our clients provides
us with the petri dish of experimentation and learning. For that reason, we want to
acknowledge the companies and leaders with whom we work daily. Their courage
and tenacity as they face the digital tsunami that heads their way is inspirational.

As first time authors, we knew we needed help in successfully writing a book
that would have real potential to help others. We want to especially thank two peo-
ple in particular who were instrumental: Stacey Ennis helped us take nearly 80
years of combined insights and experience and turn that into an early manuscript.
Nick Valdez joined our team as a developmental editor and helped us tease out the
wheat from the chaff, and, in the process, transform the early manuscript into a
book worthy of publishing.

Lastly, to those who reviewed our early manuscript: Your candid feedback
and suggestions transformed the book for us, and now for our readers.

“The complexity of demands upon collective human systems [compa-
nies] have recently become larger than an individual human being [can
manage]. Once this is true, hierarchical mechanisms are no longer able
to impose the necessary coordination of individual behaviors. Instead,
interactions characteristic of networks are necessary.”

—Yaneer Bar-Yam, Complexity Rising



INTRODUCTION

THE DIGITAL TSUNAMI

Steve Chen, Chad Hurley, and Jawed Karim met as early employees of PayPal.
Chen and Hurley left in 2002 when eBay acquired the company. They were reunit-
ed in 2005 at a party, which they recorded digitally. Intending to share the videos
with guests and friends, they confronted the problem of the files being too large to
upload. This led them to create a website that would allow people to upload videos
they wanted to share—privately or publicly.

Within a year their quest to solve their problem created the tenth most popu-
lar site on the Internet: YouTube. By 2006, when Google acquired YouTube, it had
become a means for artistic expression; a vehicle to deliver academic courses, lec-
tures, and TED Talks; a standard way to share life with family and friends; and by
2017 had grown to over 1 billion minutes in video watched per day.

The histories of this and other digital powerhouses—such as Netflix, Spotify,
Google, Facebook, and Airbnb—have the same motif: Digital creates novel ways
for people to solve problems that matter to them and simultaneously create value
for others. In aggregate, enterprises such as these have produced the “Digital Tsu-
nami,” a tremendous force that has entirely flooded market ecosystems and forever
altered their composition and structure.

In the wake of this digital tsunami, behemoths built on analog must now shift
to digital, using both technical and adaptive methods to disrupt themselves. At the
same time, leaders of large enterprises find themselves in conditions that are now
beyond their control. The solutions they’ve developed in the past to tackle major
technical and organizational problems are no longer useful; worse, they are no lon-
ger even functional.

In response to the uncertain digital environment—an environment in which
the next major breakthrough is anyone’s guess—companies are experimenting with
agile and cloud technologies and deploying scaling frameworks to unite business
with technology. They are trying to calculate market adjustments, attempting to dis-
cover the unknown, striving to harness the unknowable.

Many executives hope to find a roadmap, one that will show them the clearest
path through the new terrain of the digital marketplace. They imagine that the ter-
rain can be made solid and predictable. They want to believe they can navigate the
marketplace of today like they did the marketplace of yesterday.

The truth is that there is no roadmap for what’s coming . . . for no roadmap
exists where there are no roads!

Instead, today’s businesses find themselves surrounded by waves of change,



fluid and unpredictable. One after another, digital waves rise, crest, and fall, break-
ing away the concrete solutions of the past. This is the paradigm shift industrial-age
corporations need to understand if they want to catch up and participate in the
emerging digital market ecosystems. They must become familiar with the problems
all are struggling to solve and invent something, using digital means, to address
them. This new style of business development must work just as well inside the
company as it does out in the marketplace.

So how can enterprises navigate and move intentionally across the digital
waves? Surge explores this very question.

ADAPTIVE ORGANIZATIONS SURGE

What do Netflix, Spotify, and Google all have in common? They representa new
breed of company we now call exponential organizations. By exponential we mean
companies learning, innovating, and continuously adapting 10 times better, faster,
and cheaper than traditional companies.' These exponential organizations (ExOs)
are based on transparency, abundance, and autonomy. Moreover, they use digital
technology to innovate, disrupt, and grow in radical and dynamic ways.

They surge ahead of traditional companies.

At the same time, traditional companies are anything but asleep at the wheel.
Today, large firms work tirelessly to keep up, pursuing continuous improvements
to their business and digital operations. Entire cottage industries of thinkers, con-
sultants, and method junkies promote the benefits of digital as the means for large
firms to regain their start-up mojo, often recommending that they master a new
more agile or lean process. In fact, you can’t escape a daily headline on corpo-
rate transformation efforts without enduring the promises and proclaimed advances
through scaling agile, DevOps, and lean frameworks—all professing the ability to
accelerate organizational agility, innovation, and digital transformation.

Still, in reality, these transformational efforts are bogged down by two dan-
gerous, inescapable truths. First, the new and improved work methods of agile and
lean are still constrained by traditional management practices, organizational struc-
tures, and ingrained cultures—all of which are hostile to the ideas of experimenta-
tion and failure. Meanwhile, ExOs thrive on experimentation and learn from failure.

Unlike ExOs, traditional approaches to management are anchored in a worl-
dview that assumes market changes occur over moderate periods and in a linear,
stepwise fashion. This conventional view remains committed to seeing competition
as the main activity of markets and companies.

Competition’s win-lose paradigm, however, is being replaced. Communities
and platforms not only go beyond win-lose competition but even transcend the
more recent win-win paradigm. These digital communities and platforms introduce
a paradigm of cocreation; and cocreation, more than any existing paradigm, makes



markets surge.

The second, and even more dangerous, truth about the way traditional firms
pursue agility and digital reinvention: The professed new and improved methods
for accelerating agility are largely optimized from the past and for the past—mean-
ing these frameworks are applied to the ways businesses and IT teams have been
building software since the last computer revolution of the early 1990s.

You don’t have to be an IT professional or software geek to understand that
any breakthrough in digital that occurred over 20 years ago is a relic. But what you
might not know (and this is critically important) is that today’s headlines about the
digital revolution harbor a dirty little secret—namely, that most traditional compa-
nies mislead themselves and others when they claim progress toward digital trans-
formation and the cloud. In contrast to ExOs, most large firms today are just lifting
and shifting their 1990s-style apps and running them in the cloud.

Although there may be an incremental economic lift from this approach, it
does nothing to advance the agility and innovation of the organization, nor does it
do anything to transform the company. In other words, it doesn’t prepare organi-
zations for the technical and customer transformations that are already in motion,
driven by cloud-native companies.

PARADIGM SHIFT:
DIGITAL WAVES AND LIVING SYSTEMS

In our work to help large companies and executives plan, initiate, and navigate
digital transformation, there is almost always a reflective pause in the conversa-
tion when they are walked through our Digital Wave Model (a model we’ll unpack
in Chapter 2). They can’t help but appreciate how the technology and process im-
provements espoused by today’s agile and DevOps movements are built largely on
the 1990s computing paradigm of client-server. But when shown the Cloud-Native
Paradigm, they see a radically different model and a correspondingly different busi-
ness design and culture, one that can be used to leapfrog industry peers. The Digital
Wave Model describes how and why ExOs operate with unrivaled speed to leverage
their advantages over traditional companies.

So how big a deal is the Cloud-Native Paradigm? From the start, ExOs were
conceived and designed to exploit the innovations and agility the cloud provides.
Geeky sounding things like IaaS (Infrastructure as a Service), PaaS (Platform as a
Service), SaaS (Software as a Service), and APIs (Application Programming Inter-
faces) are a foundational part of the “secret sauce” that enables these firms to in-
novate, pivot, and grow at rates never before seen from traditional firms. Cloud to
them is the new canvas of business, providing the tools for rapidly experimenting
and discovering new ways to engage customers and deliver novel solutions. This
shift from fragile yet unwieldy software platforms (something referred to as*“mono-



liths) to rapid, Lego block style plug-and-play software fabrication (something
called Microservices) is the new creative pallet ExO leaders are using to disrupt and
reshape entire industries.

To understand what they have achieved, one needs to appreciate that this
revolutionary paradigm enables frictionless, continuous deployment of new digital
products and customer experiences by placing powerful design and orchestration
tools in the hands of small, autonomous teams.

Let’s start by asking: Why small autonomous teams? The adoption of lean
and agile practices focuses on establishing small, autonomous teams as the means
for improving performance and employee satisfaction because this produces a more
adaptive organizational structure (even while it requires a corporate commitment,
feedback from local managers, and learning and development resources for team
members.?

Orchestration tools and cloud platforms allow autonomous teams to exper-
iment effortlessly and recombine thousands of smaller services at scale without
burdensome coordinating structures and bureaucratic project management. In this
environment, teams are more entrepreneurial and think innovatively about how
business models and business processes are integrated into technology and cus-
tomer experience. In other words, this paradigm isn’t only an IT or tech plays; it is
a business play.

The payoff? The Cloud-Native Paradigm enables ExOs to execute with one-
tenth of the workforce and at a hundred times the speed of traditional companies!?

Working with large, traditional enterprises, we have discovered how to avoid
the lift and shift trap. The emerging digital landscape (which is covered in Section
I) requires traditional enterprises to calibrate their journey based on foundational
building blocks (Section II). This produces a unique combination of roadmap and
dynamic playbook designed specifically for your company, one that starts with your
existing organizational structure and processes (start where you are), and leverages
the people and culture that are the heart and mind of your company to propel you
forward (follow yes).

With such powerful outcomes at stake, however, executives nonetheless be-
come discouraged when they learn about how ExOs use cloud-native platforms to
outcompete, out-innovate, and outgrow traditional firms; why? On the one hand,
executives often get stuck in the glittering short-term successes of moving from
waterfall to agile. More obviously and significantly they struggle to visualize how
the technical and commercial benefits of platforms and microservices can be incor-
porated into their current organizational structure.

To compound the problem, while some leaders realize that process or automa-
tion improvements alone will never close the gap between cloud-native companies
and their own companies, others think that adopting agile or DevOps will automati-
cally level the playing field. Additionally, some leaders resist the idea that 20+ years
of investment in their organizational culture, management practices, organization-



al structures, and computing paradigm must all be radically reshaped to catch up.
In all such cases, executives fail to break the comforting bonds of their old mental
models. The result is that the biggest challenge is likely not one of technology adop-
tion but one of imagination, i.e., being able to influence systemic change across the
human dimensions of organizational operation and corporate culture.

If conventional approaches to digital transformation were our subject here,
we would agree that enabling your company to leap to cloud-native agility and be-
yond would be impossible. But Surge is not about a way to improve the conven-
tions of corporate change and transformation; nor is it about the linear, mechanistic
approach to agile or lean transformation. No, our approach is a journey built on a
paradigm shift in how companies learn and see themselves. Fundamental to our ap-
proach is a move toward seeing companies as living systems, not machines.

Once companies embody this new vision of themselves, their living sys-
tem, one composed of creative people, they are freed up to harness previously un-
tapped social forces and to innovate. Tapping these resources, however, means
stepping outside the confines of an org chart, outside of the familiar habits of com-
mand-and-control leadership, and outside of bureaucratic management practice—
and then stepping into the living and breathing “hairball” that describes complex
adaptive systems.

In this new way of reanimating your organization for digital, transformation
isn’t exclusively about adopting shiny new technology; it’s more about enabling the
organization to organically recognize, mobilize, and adapt to the opportunities that
technology represents. It is this very competency of listening, learning, and adapt-
ing that makes ExOs so successful, and, if you’re willing, this same power to lis-
ten, learn, and adapt to the living system of your organization is available . . . and
obtainable right now.

OUR APPROACH:
START WHERE YOU ARE AND FOLLOW YES

Despite more than a decade of so-called “breakthrough agile thinking and meth-
ods,” very little in the way of authentic company-wide agility and reinvention has
occurred in traditional companies. It is this harsh truth that motivated us to pursue
discovery of a better, more systemic way to transform traditional companies for
digital, beginning with three foundational assumptions:

1. Organizations are networks of people, ecosystems that evolve over time, and
they function more like biological systems than like machines.

2. Networks of people behave like complex adaptive systems, thriving when
lightly controlled and suffering when burdened by heavy structure and



intensive management.

3. Even the oldest, most rigid command-and-control corporations are not
broken or “sick,” and therefore cannot be “fixed” in the traditional sense;
they are holistic systems that may be functioning perfectly, even if the
attributes of the current system are undesirable.

These assumptions have changed the questions we’ve asked ourselves and
our clients. They’ve also altered the way we’ve challenged our clients’ legacy pat-
terns for organizing.

Over the years, we have developed techniques to help large enterprises cre-
ate new digital strategies. As we probed, provoked, and disrupted these organiza-
tions, designing new practices, discarding old frameworks, and learning from di-
verse thinkers, clarity was gained about the digital wave journey—that is, about the
ways in which waves of digital technologies impact the whole enterprise, not just
technology teams. And frankly, the deep interplay that must happen between the
new digital technologies being developed and the underlying organizational struc-
tures, culture, and practices continues to amaze us.

If we’ve uncovered one nearly universal truth, it is this: The speed and the
success of moving your company through its unique digital journey are governed
not by your investment in new technology and tools, but by the pace at which your
organization can jettison old beliefs and habits and foster new ones in their place.

To be clear, what we urge is not another change initiative. Most change initia-
tives fail—about 70 percent. Instead, what we urge is total reinvention. Chronically
bound to the past, change initiatives seek to maintain and optimize the traditional
company structure. They tinker, not transform. Reinvention, on the other hand, is
nothing less than a phoenix experience. To transform, you must disrupt and desta-
bilize your living ecosystem, encouraging it to self-organize into something new,
even something unexpected. This takes deep trust in yourself and others.

Of course, reinvention demands massive energy. At the same time, reinven-
tion inspires curiosity and engagement, which together breathe new life into the
corporate ecosystem.

What emerged from our work was a new sense-making tool: The Digital
Wave Model. This tool helps companies first to recognize and then to develop the
relationship among technology, culture, and organizational design.

We understand now how organizations transform from the legacy of industri-
al-age management, structure, and culture to the DNA of digital natives. Moreover,
we recognize—and you will too—that transformation involves difficult, challeng-
ing choices that require technical and business stakeholders to learn not just how to
work with each other, but also how to emerge as a more cohesive whole, as mem-
bers of the same team. This means each stakeholder must subvert or lose part of his
or her individual identity in order to build a coalesced joint identity. Unlike large
consultancies that swarm in on an enterprise and deliver a prepackaged roadmap,



we believe that the answers every enterprise seeks are internal. You will learn to see
your organization as a living system, a dynamic whole that interacts with itself and
with market ecosystems. From this perspective, your organization is not broken,
so it’s not really a question of “fixing” it. In fact, living systems tend to have their
own solutions embedded within them; embedded yes, but often dormant. Unleash-
ing the latent creativity already present in your company will discourage formulaic
prescription and instead be more diagnostic.

To help companies uncover and link up these hidden solutions, we begin
with organizational anthropology, interviewing people and observing, among other
things, meetings, internal conversations, and team members working together.

Asking people why they do what they do, exploring otherwise unquestioned
habits and underlying assumptions, we look for mental models, norms, and culture,
which include artifacts in the environment. Then we ask how problems are solved
and how decisions are made, which leads to finding out who has the power and how
he or she uses (or abuses) it.

In short, rather than bringing in hordes of consultants and slide decks, utilize
people in the organization—which unleashes the creative power already within a
company! In these pages you will find no single framework that applies to all or-
ganizations. We want you first to understand where you are so that you can get to
where you want to be.

Embrace the following mantra: Start where you are and follow yes.

USING SURGE

Remember that this is a voyage that the organization must take because digital
transformation is not a bolt-on program, but a complete reinvention of the orga-
nization itself. When we refer to digital transformation, we are not merely talking
about software; we are talking about hyperconnectivity. Hyperconnectivity poses
unparalleled challenges that are changing your competitors, customers, and stake-
holders. If organizations believe the fantasy that digital hyperconnectivity doesn’t
apply to them, then they will not survive these waves; others will take surely their
place in the market. The evidence of this over the last 10 years is indisputable.

This book is organized into two sections. Section I dives into the foundations
of digital transformation, exploring what you need to know about the challenges
you face, as well as the characteristics of each digital wave.

Section II details the journey of digital transformation. Used effectively, the
elements we outline replace the dysfunctional legacy of business as order placer
and IT as order taker with an emergent model of cross-disciplinary networks capa-
ble of learning, executing, and innovating at the speed of digital.

The Digital Wave Model determines where your company stands in relation
to the next transformation. The journey of digital transformation provides action-



able advice for you to make the changes your company needs. Together, Surge
provides you and your company the means for navigating the extreme forces that
digital transformation introduces to human, organizational, and technical systems.
Among others, Surge is for people who work in large companies that are not yet
exponential organizations. This includes companies with 500-1,000+ employees,
companies where bureaucratic friction often prevails.

Although Surge is rich in practicality, to avoid prescription we offer concep-
tual frameworks and practices that you can use to tailor the reinvention of your cur-
rent situation. For those of you interested in learning more, visit www.surgetoolkit.
com for an in-depth exploration of these ideas that is continuously updated.

We acknowledge that hierarchy can sometimes hamper digital transforma-
tion, but it is not the main adversary. With its entrenched rules and processes, bu-
reaucracy (not hierarchy) is the true enemy of digital transformation.

Surge is a guide to help you recognize and catch your inbound digital wave,
whether it is adopting agile or augmented intelligence. It includes the background
you need to generate your own experiments and to test your own ideas. We are con-
stantly sharing updates to existing approaches, new ideas, and further evidence of
success, so be sure to visit our Surge website regularly to learn more.

Make no mistake: There is no avoiding the digital waves. You can hunker
down within your current wave and keep doing the same things incrementally fast-
er and cheaper, but not better. Or you can face the waves head-on, seeing them as
constructive challenges and as creative opportunities to make what currently seems
impossible become possible.

We live in exciting times. Today’s companies and markets face transforma-
tions akin to those the agricultural era faced at the dawn of the Industrial Revolu-
tion. Computers, software, and the Internet have transformed and will continue to
transform our global business landscape, just like steam, electricity, and cheap labor
did in the Nineteenth Century. If you are ready to face the digital waves and willing
to learn how to navigate them, turn the page.

Surge is for you.

“The whole idea that a map can be drawn in advance of an innovative
journey through turbulent times is a fantasy . . . Route and destination
must be discovered through the journey itself if you wish to travel to
new lands. The key to success lies in the creative activity of making
new maps, not in the imitative following and refining of existing ones.”

—Ralph Stacey, Managing the Unknowable



SECTION I

THE FOUNDATIONS OF DIGITAL
TRANSFORMATION

When Pitney Bowes was founded in 1920, the disruptive consumer gadgets of the
day included washing machines, vacuum cleaners, and refrigerators, transforming
the domestic lives of middle-class families around the world. Pitney Bowes’s con-
tribution to innovation that same year was the world’s first commercial postage
meter. Some might find it ironic that the company most known for bringing innova-
tions to physical mail delivery is today a digital leader, except for one thing: Pitney
Bowes has reinvented itself more than five times in the last 100 years.

In fact, Pitney Bowes is an example of a company that reinvents itself again
and again in the face of disruptive technological change. Consider the following
milestones of Pitney Bowes’ journey of reinvention over the last 100 years:

1920-First Commercial Postage Meter

1957-Mail-Sorting Automation

1968—First Bar Code Reading Machine for Retail

1978—-Pioneering of Electronic Funds Transfer (“Postage by Phone™)
1986—Intelligent Fax Machines for Business

1998—Secure Digital Document Delivery

2007—Real-Time Location-Logistics Intelligence

2014-Pitney Bowes Commerce Cloud

As Internet and global connectivity has soared through the 2000s, Pitney
Bowes has had no choice but to reinvent yet again. What makes the company’s sto-
ry so instructive is that Pitney Bowes didn’t approach reinvention as a break from
the customers they serve, but instead as a complete reimagining of how to serve
those customers. They spent decades positioning themselves to be the dominant
provider of commerce intelligence for future customers—and continue doing so to
this day.

Pitney Bowes knew one thing better than anyone else: The business of ship-
ping and logistics was ripe for transformation, not just optimization. Applying their
deep knowledge and experience, Pitney Bowes didn’t seek to use cloud technolo-
gies and agile execution to make their offerings and business more efficient, they
instead imagined an entirely new operating model from the ground up. In doing so



they launched their own Commerce Cloud. This new platform for enabling clients
to acquire real-time customer insights, ship physical products, communicate, and
facilitate payments is so effective that today’s largest digital native companies con-
sider Commerce Cloud essential to their success. For instance, eBay relies on Com-
merce Cloud to confirm international shipping availability and pricing, and Twitter
and Zillow rely on Pitney Bowes to confirm the physical location of over one bil-
lion consumers active on social media. This shift from a legacy mailing automation
company to a cloud-based intelligence, business, and commerce platform demon-
strates how different authentic digital and agile transformation is from the legacy
business/IT operating models that still exist in many large firms today. The fact that
Pitney Bowes has made such shifts not just once, or even a handful of times, but
over and over again through the last 100 years, proves that navigating the Age of
Surge is not limited to only those who call themselves “digital natives.” Let’s look
at another example, this time a corporation disrupted by external factors. In 2006
the venerable Washington Post not only celebrated its 129" birthday, but also re-
corded its all-time highest annual revenue: 962 million dollars. Since then, though,
the Post—indeed, the entire print newspaper industry—has been in free fall. While
Google and Facebook advertising growth has come at the expense of newspaper
display advertising, the story gets even more bleak when you consider that, on aver-
age, over 40 percent of newspaper revenues traditionally came from classified ads,
a source of income that will never return.

In 1995 a programmer named Craig Newmark was laid off from his job at
Charles Schwab. With the help of a modest severance package, Newmark started
a free email list service to promote art events in the San Francisco area. Less than
a year later the service evolved into Craigslist, a community-based host for peer-
to-peer ads of all kinds. Classified ad listings at craigslist.org are free, there are no
word limits, and it’s easy to create an ad. Craigslist offers the best of the print world
through the much better and more relevant digital advertising/delivery medium:
Unlike newspaper classifieds, Craigslist ads are published instantly and are avail-
able to anyone with a web browser. By 2000, for-sale listings on Craigslist had gut-
ted nearly all classified ad revenues of newspapers across the country.*

Employment ads were the next classifieds to go. During the 1999 Super Bowl,
two upstart Internet firms, Monster.com and Hot Jobs, ran Super Bowl ads promot-
ing their online job search services. Again, online jobs listings offered advantages
traditional classified employment ads could not match, including easy communica-
tion, wide dissemination, and instant publication. Craigslist had devastated classi-
fied ads by offering individual sellers a new way to connect with buyers; Monster.
com and HotJobs similarly offered employers an alternative to newspaper employ-
ment ads, gutting yet another major source of newspaper revenues.

The rise of digital natives like Craigslist and Monster.com has obviously been
devastating to traditional print newspapers; what can they do without those vital
revenues? From 2006 to 2013, the Washington Post saw its revenues decline by



nearly half, to an estimated

$506 million in 2013, and the paper lost a staggering $400 million during that
period.

Still, while the numbers would seem to suggest otherwise, the Post was not
asleep at the wheel. In fact, the paper initiated a number of strategic initiatives in
2008, including a move to retool its technology and IT operations to a fully agile
delivery and operating model. The move to agile was declared a success in 2010,
but the company continued to hemorrhage cash and suffer record declines in reve-
nue. In 2013, as the Post teetered on the verge of financial collapse, Jeff Bezos, the
founder of Amazon, offered to buy the paper for $250 million cash. It was, to say
the least, a surprising move. But where most saw in the print news industry accel-
erating irrelevance, Bezos saw the potential to reimagine the newspaper business
for a world gone digital. He saw an opportunity for the Post to envision an entirely
new version of itself, one that preserved its unique value of high quality journalism
while making it relevant in and to the new terrain of digital.

While the transformation initiated by Bezos’s acquisition is still a work in
progress, the early results are eye opening: The Post has doubled its web visitor
traffic—it now attracts a monthly following that exceeds that of the New York
Times, an early adopter of digital in the newspaper world—and it now publishes
more daily news reports (written by its own journalists) than many digital-native
news outlets, including Buzzfeed. More recently, it has given birth to a thriving
high-margin software business that emerged from the Post’s pursuing new ways
to empower journalists to consume, synthesize, and publish high-impact news for
the web. Solving this problem for themselves, the Post has discovered a lucrative,
entirely new source of income for the paper that is projected to generate more than
$100 million a year in recurring revenue.

What’s more, the Post achieved these successes in just three years, while re-
maining true to its core business of news and journalism. In other words, in redefin-
ing the company for the digital age, Bezos didn’t seek to kill off its core business—
and core identity. Nor did he jettison what he saw as its assets, like its leadership
team. The Post’s emerging transformational story includes the critical contributions
of two of the paper’s leaders: Joey Marburger, who acts as the paper’s director of
product, and Shailesh Prakash, the Chief Product and Technology Officer, both of
whom had been with the Post well before Bezos acquired the paper. In other words:
same leaders, same organization, but radically different (better!) results.

Instead of hollowing out the company and making it something else, Bezos
challenged the paper’s leadership to stop using technology merely to optimize what
the paper had always been and done, and instead to imagine an entirely new way
to exploit the unique strengths of the venerable news organization (the paper is
more than 140 years old) for the digital era. This latter choice is in direct oppo-
sition to conventional wisdom among tech and business pundits: That large-scale
digital transformation is certain to fail without wholesale changes to leadership



and a comprehensive, well-conceived roadmap. The Post’s transformation occurred
without either of these “must haves,” so the obvious questions become: What was
the source of the impressive transformation? Did Bezos simply copy the things that
worked at Amazon and install them at the Post; did he start by fixing everything that
was “wrong” with the Post; or did he come to his solution in other ways?

Certainly the similarities between the digital news business and e-commerce
give Bezos an advantage, things like: increasing website speed, mobile apps, per-
sonalized recommendations, and social media. But the answer to the above “yes or
no” questions is a resounding “No.” Instead, like all leaders whose companies are
successfully navigating the disruption wrought by digital, Bezos acknowledged and
amplified the fundamental truth of business in the digital age. In an open letter to
Washington Post employees upon his purchase of the paper in 2013, Bezos had this
to say about the path forward: “There is no map, and charting a path ahead will not
be easy. We will need to invent, which means we will need to experiment.””

In other words, digital transformation is an improvisational journey, not a
scripted roadmap. And what Bezos didn’t change is as important as what he is
changing. His speech during the dedication of the new Post building in 2016 ex-
plains, “Important institutions like the Post have an essence, they have a heart, they
have a core—what Marty called a soul,” he said. “And if you wanted that to change,
you’d be crazy. That’s part of what this place is, it’s part of what makes it so spe-
cial.”®

Finally, as to “What was the source of the impressive transformation of Wash-
ington Post and Pitney Bowes?”’: While they have forged a path toward complete
reinvention of their core business and operating models, most companies today are
settling for more tactical improvements, using agile execution and cloud to merely
optimize the businesses they’re already in. The Washington Post and Pitney Bowes
have exploited digital technology to disrupt both themselves and the markets they
serve. They see today’s digital waves and agile tools not just as means for driving
efficiency and speed, but as sources of organizational tension, innovation, and re-
invention.

The most important extension upon this idea that any company can make to-
day is that the secrets of digital reinvention are not for the sacred few, but for every-
one! And the first step is as easy as: “Start Where You Are, and Follow Yes.” This is
at the heart of transformation, and is foundational to the key points we’ll explore in
this section: Understanding digital transformation and navigating the digital wave
journey.



CHAPTER 1

Start Where You Are

When a powerful dust storm hits Mars in the movie The Martian, the fictional crew
of Ares III is forced to evacuate the habitat station on the planet. The members rush
to their ship, but astronaut Mark Watney is lost in the storm. As the storm escalates,
Commander Lewis makes the difficult decision to leave Mark behind to save the
rest of the crew. The group launches to its orbiting ship while they mourn the loss
of their crewmate and friend, and NASA is alerted to his death.

The next morning Mark wakes up to a calm Mars. He winces and looks down,
seeing an antenna has pierced his abdomen. A hole in a space suit usually means
death, but luckily the antenna and the blood from his wound have created a seal that
is keeping his oxygen from escaping his suit, though he is running low. Mark slow-
ly and painfully walks to the habitat station. Once inside, he first performs minor
surgery on himself to remove the antenna and then sets about figuring out how he’ll
survive on Mars.

In a video log, he details his problems. He is stranded with no way to con-
tact Earth. Moreover, the next planetary mission to Mars won’t be for another four
years, yet he has just one year’s supply of food. He also has to figure out how to
make water on a planet with no water source. Over the next few months Mark uses
his expertise in botany and mechanical engineering to stay alive. He grows a po-
tato farm inside the habitat using human fertilizer and Martian soil. He burns hy-
drazine rocket fuel to make water. He eventually figures out how to communicate
with NASA through instant chat and works with them to plan his rescue. When an
explosion compromises the habitat, he reseals the airlock with duct tape and devis-
es a new plan.” We’ll stop the spoilers there, in case you haven’t read the book or
watched the movie.

In The Martian Mark Watney deals with the real constraints present in his
world and continuously moves forward. His only mission is to survive, and to do
that he has to acknowledge the reality and risks of his present situation. As con-
straints keep tightening, he has to respond . . . or die.

“No matter what happens,” he says, “tell the world, tell my family, I never
stopped fighting to make it home.”®

Two things aid Mark’s survival. First, he embraces the reality of his situation.
He knows he will die unless he works within the confines of his situation. Second,
he looks at his predicament with a new frame of reference, a new mental model. He
lists all the things he has, but instead of seeing a packet of dehydrated potatoes and
rocket fuel, he sees a potato farm and water. He’s able to reenvision his few assets



as possibilities and to imagine novel ways to repurpose things in his environment
in order to survive.

What Mark and the people working from Earth to save him do is put into
practice the maxim start where you are and follow yes. This is also the central pre-
cept we use to help enterprise leaders transform their organizations.

Mark starts with the constraint that he is stranded on Mars, and he then works
within every additional constraint his reality continues to reveal. Individuals at
NASA join in to help, “following yes” and saying, “I’ll be responsible for this part
of saving Mark.” Each person works tirelessly for the mission. Operating together,
people who can—and must—help, act. Meanwhile, Mark is drawing from the past,
working with every feasible resource he can think of in the present, and focusing
on the future.

Transformation in your enterprise is a critical mission in its own right. As
with Mark and NASA, it all begins with knowing where you are, i.e., the initial con-
ditions and constraints that you have to work with; if these factors go unrecognized,
they will threaten your survival. All too often legacy companies look at their orga-
nizations with their collective eyes fixed on the past, asking, What have we done to
solve these kinds of problems before?

Because there is no road map for digital transformation, information that fo-
cuses on the past can be dangerous, particularly when it emphasizes best practices
from past successes. This retrospective approach is hazardous because it fails to
emphasize context, your unique conditions and constraints. We are all currently op-
erating at a time when the answers of the past have already been made irrelevant by
ever-increasing digital advances; this must be recognized and acknowledged.

In fact, digital first movers radically redefine today’s market context in real
time. As you read these words, new breakthroughs are being made and turned into
products and services. Although we can draw principles from technical success sto-
ries, replication will never be the answer because the solutions of the past, even the
very recent past, were designed for a different context, a different company, a dif-
ferent market or industry, a different world.

For these reasons progressive companies are investing in digital to safeguard
their future. Leaders must now view transforming to a digital enterprise as the area
to invest in if they’re going to have not only current viability, but long-term rele-
vance and sustainability in their industries and markets. Along the way businesses
must realize that, although technology is a crucial part of digital transformation, by
itself it is an incomplete solution. For without the personal and organizational trans-
formations that go with it, new digital technologies are little more than shiny tools
used alongside decaying organizational structures and processes—and their useful-
ness cannot be maximized.



YOU AREN’T GOOGLE—YOU ARE YOU

Books and articles about exponential growth and digital leaders almost always look
at the best practices of digital natives. The remarkable stories of Google, Netflix,
and Amazon abound. However, the strategies these companies have employed to
scale digital innovation can’t be used as is on organizations that were founded on
older business designs. Current and imminent situations change from organization
to organization. That is why saying, “I want to be like Google” will never work.

And, honestly, you don’t want to be like Google . . . because you are not Goo-
gle.

Although it may be easier to try being like someone else, you must figure out
what it means to be yourself. You must do the hard, dirty work of understanding
where you are—and where your yes is and should be taking you.

Hundred-year-old companies reached the century mark because they rein-
vented themselves over and over as only they could. Digital transformation means
understanding where you, and only you, are starting from. Strategically, begin by
looking at your market and industry to understand the changes coming your way. In
the organizational sphere, examine your culture, your brand, your identity, and un-
derstand your customers’ ways of living in this new world. In the technical sphere,
see beyond specific software code or new tools. In the ecosphere, perceive your
whole system: the entire human enterprise. Starting where you are begins with
questions: What is the purpose of your company? What is your current reality?
What are your constraints? What do you want to achieve? Starting where you are
demands awareness, recognizing the constraints as well as the assets in front of you,
and using them in your digital transformation journey. Knowing where you are is a
must to help you make timely decisions as you transform.

Starting where you are also means recognizing that while the system you’re
in functions perfectly from a systems perspective, to change you have to disrupt
the system, destabilize it, and allow it to restabilize into new ways of functioning.
Creative destruction and creative regeneration work by shaking loose old habits,
mindsets, connections, and boundaries that are keeping you from transformation
and exponential growth.

Once you recognize where you are, it’s time to identify and remove the criti-
cal bottlenecks that slow or derail your transformation. There are three that we typ-
ically encounter:

First, don’t make the digital transformation a project or initiative in only one
part of the corporation. This is going to apply to the whole company and needs to
be addressed by everyone. Even if they are not immediately engaged in technical or
organizational change, all employees should be aware of the digital strategy. (This,
of course, implies that the highest-level leaders have a strategy and are personally
committed to it—though that is sometimes not the case.).

Understand that digital transformation will take several years to be complet-



ed. This alone requires investment of human and financial resources. For the groups
that go through the transformation first (typically in business or product chunks),
investment and support for nine to twelve months allow them to make significant
headway. Remember that they are designing and building a new ship while sailing
the one they’re on and then decommissioning the old craft, reusing what resources
they can. These first movers reveal the tightly coupled processes and structures that
are impediments you must remove. Which brings us to the second bottleneck.

Once they are revealed, you have to triage and tackle the most critical and sys-
temic corporate problems. There are obvious ones in every organization: demand
and/or change management, finance, resource allocation processes, and centralized
planning and decision-making (if they still exist). Digital transformation integrates
technical teams into the business, requiring new skill sets and ways of working. As
slow, bulky business requirement documents are eliminated, technical teams take
on responsibility for building products end-to-end, rather than delivering projects
with limited functionality. Removing this bottleneck requires constructing missing
feedback loops between customers and business, business and technology, and dif-
ferent business units (enabling the capture of synergies).

The third bottleneck is your outdated architecture, the monoliths that are cur-
rently powering your company. This involves a delicate balancing act: knowing
where you are headed and what it could look like when you get there, and not letting
technology outpace the business and organizational transformation that must occur
along the way. Technological transformation is easy to define. Business and organi-
zational transformation is not; it is not only difficult to define, but it can be messy,
and it is very human. It is emotional and requires significant behavioral change at
all levels of the organization. No one is exempt!

As processes and ways to engage with customers change, so too do the op-
tions for structuring the organization. Unlike the industrial transformation, which
encouraged homogeneity, digital transformation encourages diversity. There are
multiple ways of structuring the digital businesses within a corporation to meet the
needs of customers. Businesses must avoid the trap of imposing a single structure,
method, or set of tools and processes during transformation, and let experimenta-
tion at the onset (divergence) reveal what works best in the company, before con-
vergence naturally occurs.

Following yes is a natural outgrowth of starting where you are. It reinforces
existing positive action at the same time as it helps you identify new actions you
must take. To begin, look for people and opportunities that are already surging for-
ward. Find individuals in your organization who are thinking and acting in ways
that can make your digital transformation a reality.

At its heart, following yes is about a sincere willingness to leave your current
state, the status quo. It’s about building momentum. Most of our clients are large
corporations filled with thousands of people with great ideas who are doing small,
local experiments that few people know about. We help these clients connect people



with great ideas and form a network of digital innovators.

In one case, we connected managers from two operations groups working
with completely different products and services, and we established a peer-to-peer
coaching network. The managers faced different technical challenges, but their or-
ganizational challenges were the same. Both groups were experimenting with agile
but approaching it in different ways. Their new relationships enabled them to coach
each other with understanding, provide insights, and help each other identify ac-
tions they could take. For these managers, committing themselves to coaching was
a wonderful example of following yes.

Following yes also means disrupting the whole company so that the early
adopters can be found and transformed. Again, three things turn this approach into a
transformation backlog, in other words, a prioritized book of work that turns trans-
formational ideas into action:

First, a company needs to remove the middle clay layers of information
hoarding and management resistance. In bloated, bureaucratic enterprises middle
managers are at risk of losing their jobs. Rather than ignoring this and allowing it
to become a major bottleneck, they need to be engaged. We find that acknowledg-
ing that their role and work will dramatically change and confirming that they will
continue to have a critical role to play begins their transformation. We begin by en-
gaging all middle managers in an adaptive leadership program not only to change
their mindset and behavior, but also because they impact all the people they touch.
When they themselves begin challenging the status quo and participating in conver-
sations that define the future, intentional disruption of the organization has begun.
(We cover this in-depth in Section I1.)

One reason we like this technique is that it reveals the positive deviants in
your company (see sidebar), the second action of following yes. Who are the posi-
tive deviants? And how do you find them?

Virtually every company has employees whose ideas and approaches to the
adoption of new technology and the organizational challenges it unleashes produce
successful new behaviors and strategies. Deviant thinkers routinely find better solu-
tions to challenges and opportunities than their peers, despite contextual similarities
(e.g., culture, position, and experience). In fact, positive deviants find solutions de-
spite having no extra resources or knowledge. They tend to solve for persistent and
widespread problems, creating solutions that, once identified and harnessed, can
benefit the whole company. Finding your positive deviants is a matter of watching
for those who disrupt the system and cause it to stabilize at a higher level of perfor-
mance—not an easy task, but well worth the effort.

For example, one executive we’ve worked with is a positive deviant who is
constantly assessing and applying novel analytics to the human systems within his
organization, which is part of a large media company. On his own he designed tools
for tracking individual and group performance more effectively. He devised a way
to analyze how three groups in his technical division could measure and coordinate



In addition to its impact on the digital wave journey, we find
positive deviance particularly appealing for the following
reasons:

~ Positive deviance is a strengths-based approach.

~ It applies to problems that require behavioral and social
change along with technical and process rewiring.

~ It assumes that the company contains the answer,
and is not broken and needing to be fixed.

~ It finds solutions to transformational challenges within
the company.

~ |t recognizes that employees are the best experts to solve
their own problems.

~ It sees companies as living systems that have the capability
to self-organize, using resources and social assets to
collectively resolve their most pressing issues (i.e., they are
self-healing).

~ It emphasizes that it is easier to change behavior by
addressing it in the context of daily challenges, and that
the answer lies inside the organization, not outside it.

their activities to build a cohesive platform that created value when the opportunity
was high but the time short.

The third aspect of operationalizing follow yes is establishing a test-and-learn
approach to transformation. Acknowledge that there is no one method, that you are
learning as you transform. It will surprise you how quickly business leaders will
raise their hands to take on digital transformation. It is then up to you to choose your
first groups based on leadership bench strength, the ability to generate game-chang-
ing customer and business value, and enough complexity so that you can identify
and change the organizational bottlenecks that apply to everyone.

Importantly, this means that you can start only as many groups as you can
support until they can support themselves and maintain momentum. Because they
are going to be changing iteratively and fast, your support team has to continuously
learn and change as well. It won’t help you that they are agile experts if they can’t
learn to be lean experts, product experts, and organizational experts as well. Con-
sider how you are going to ramp up your transformation and make it sustainable
without bringing in swarms of external help. This is a chance for displaced indi-



viduals to find a new home, so consider things like coaching academies, training
facilitators for the new techniques you’ll be using, and train-the-trainer programs to
expand your transformational capacity.

Digital transformation means you’re ready to make the decision to leave the
status quo: You have a directional idea of where you want to go, where you need
to go, and you’ve decided to go. You know that you may need to take a detour here
and there, which is not only okay, but often helpful. But if you haven’t committed
to the decision, even if you have the readiness, then you are not yet following yes.
Companies who follow yes do not place large prerequisites ahead of initiating the
journey. To impose prerequisites is to miss opportunities. They do not wait for con-
ditions that will be ideal for achieving the outcomes they desire; instead, they create
those conditions. Unburdened by their current state, they overcome inertia, they get
moving, and they learn how to correct their course as they go.

And transformation has a ripple effect. People see a problem, and they think,
Someone needs to do something about this, ... and that someone should be me!
This spawns a culture of accountability and innovation. Once one group starts to
transform, others tend to join them, and they begin to attract the resources they
need. As groups link up, they in turn transform culture. Suddenly, across the organi-
zation, there exists the positive pull of people who have great ideas and want them
to be valued and used. Identify these change agents and amplify their insights.

In every social system, people follow norms and contribute to strongly held
beliefs. Social science research shows that when around 12 percent of a group be-
gin to think differently about a prevailing idea, moving the whole social system be-
comes possible. Think about that. You need only 12—-15 percent of your organiza-
tion to change its perspective’, then attitudes, behaviors, and actions shift, a process
we call transformation in place (TIP)'.

TIP means that you don’t have to convince everybody of the need for digi-
tal transformation. Instead, you need only to invest your energy in the people who
are already interested. That small group will grow, sharing their experiences with
others, and suddenly you will exceed small percentages . . . and watch as TIP gains
momentum. Organizational systems that undergo TIP have a productive relation-
ship with volatility, uncertainty, complexity, and ambiguity (VUCA), which posi-
tions them at the edge of chaos.

VUCA AND THE EDGE OF CHAOS

Organizations are alive, teeming with human energy. Like natural ecosystems, they
are dynamic and active, functioning as an old-growth forest or a healthy body. An
ecosystem, at its simplest, is a system composed of autonomous elements, individ-
uals in an organization, that interact with each other and the environment, creating
a dynamic that is capable of both stability and change. It is structured as a network



of subsystems woven together by their relationships. Ecosystems are always in flux,
reshaped by the information and resources flowing through them. They emerge
based on two fundamentals: first, who participates in the ecosystem, and second,
the order in which they join. Get these right and the ecosystem will generate vast
numbers of products and services, as well as amazing amounts of value.

These living systems operate far from a state of equilibrium, thriving at “the
edge of chaos.” Companies too must operate far from a state of equilibrium if they
are to adapt quickly to market changes while maintaining organizational coherence.
By transforming parts of the organization rather than merely optimizing them for
current conditions, companies are better able to survive the shifting tides of market
evolution.

And while the edge of chaos appears volatile, at that edge adaptation estab-
lishes dynamic stability. If you look at the transformation process, parts of the or-
ganization seem to be on the brink of unraveling, particularly when the process is
functioning as it should (meaning when no single individual controls it). Yet the
chaos has a hidden order, and, over time, the shift from volatile to stable emerges.
Paradoxically, volatility of the parts establishes stability of the whole, and dynamic
stability generates adaptation of the entire system.

Transformation challenges organizations to act beyond their current experi-
ences, capabilities, and comfort zones. And as the magnitude of change grows, its
receptiveness to being controlled declines. Successful enterprises amplify the en-
ergy and enthusiasm of change agents and create the conditions for them to thrive,
making their organizations more likely to complete their transformation. This pro-
cess continually introduces VUCA, which feeds the edge of chaos cycle.

Volatility, uncertainty, complexity, and ambiguity—these four elements of
VUCA—are also four fundamental elements you must embrace as you embark on
your digital transformation journey, especially since they will be with you the entire
way. Let’s unpack VUCA to see how to use it to your benefit, not just experience
its disruption.

Each element of VUCA reveals an organizational blind spot impacting your
culture, leadership, and operating models (Table 1.1). For example, volatility re-
veals where you are vulnerable. Due to our mental models and assumptions about
the world, market, or company, we don’t often know our vulnerabilities; but we can
resolve volatility by becoming more vigilant, introducing behaviors and activities
that search for weak signals, encourage mindfulness, identify and question our as-
sumptions, and update them when changes in the environment occur. Vigilance—
searching out vulnerability that leads to volatility—reduces the number of surprises
you have to respond to, decreasing shoot-from-the-hip reactions, and building the
muscles of resiliency.



Table I.I: VUCA—The Reality of Systemic Change

LEARNING REVEALS ADDRESSED BY

Volatility Vulnerability Vigilance
Uncertainty Unexpected Understanding
Complexity Consequences Containment
Ambiguity Assumptions Agility

Uncertainty plays a growing role in business today because industrial-age
management is built on certainty and predictability. Management believes that mar-
ket and organizational uncertainty is harmful and to be avoided at all costs. It also
has an irrational expectation that certainty and predictability are possible in most
cases. But in the digital world this mental model is downright dangerous. Uncer-
tainty reveals the unexpected, things that are not on your radar (things like Airbnb,
Lyft, and Swipe!).

To resolve uncertainty, you have to understand the terrain or system about
which you are making predictions. The more dependencies and connections in the
system, the deeper the understanding you need to have and the more uncertainty
you should incorporate into your planning. Even then you must develop your abil-
ity to sense when you are making decisions based on certainty, and then walk back
from your beliefs.

The third element, complexity, is something we try to eliminate in software
and processes, but even five humans in a room, the size of an agile team, generate
significant complexity. Complexity reveals the unintended consequences contained
in the system due to the relationships between its members or components. To move
beyond consequences that trip us up, relational and technical, we need to see the
whole system so that we can contain disruptions when they happen (because they
will).

For complex human systems, containment means open, honest, and real-time
collaboration and coordination, with little lag time between feedback and action.
When consequences are anticipated and containment planned, the outcome is op-
erational reliability, regardless of complex interdependencies within the system.
Therefore, we refer to them as complex adaptive systems.

That leaves us with ambiguity, which is the hardest of the four to recognize.
Ambiguity results from the subjective interpretation of language (Chapter 5), caus-
ing multiple definitions and understandings. Often ambiguity is the result of people
drawing conclusions based on different contexts, and in all cases it arises from un-



clear premises.

The danger of multiple interpretations of meaning or intent is the negative re-
lational archetype Accidental Adversaries,'" which occurs when interpersonal con-
flict arises between people as a result of the organizational system, often due to role,
accountability, and/or position. This archetype is rampant in corporations and espe-
cially prevalent during transformations. It is most easily resolved when the adver-
sarial relationship is revealed to be caused by the system and not the participants.
This allows the adversaries to become collaborative partners, using agility to chal-
lenge and change the assumptions hidden in the organizational system.

Assumptions arise from the predictions our brains are wired to make about
how our world will react to our actions. One of the most dangerous assumptions,
confirmation bias, occurs when we filter information to match our assumptions and
ignore everything that disconfirms them. Cognitive agility helps us recognize and
avoid the assumptions we all use to make sense of the world, thereby reducing am-
biguity.

The bottom line: VUCA tells us where and how to transform our systems.
The antidotes to VUCA’s Volatility, Uncertainty, Complexity, and Ambiguity—that
is: vigilance, understanding, containment, and agility—keep disruptions small, en-
courage mindfulness and thought experiments, and cultivate diversity and inclu-
sion, in turn effecting successful decision-making and problem-solving in the dig-
ital world.

PLATFORM COMUNITIES:
ECOSYSTEMS ARE THE FUTURE

To illustrate just how structurally different the emerging market ecosystems of dig-
ital are, let us introduce you to the Platform Manifesto, written by Sangeet Paul
Choudary'?. What the Agile Manifesto does for agile, the Platform Manifesto does
for digital (see sidebar).

A platform ecosystem brings together diverse perspectives, fields, cultures,
experiences, and practices. It amplifies diversity and creates autonomy and inde-
pendence between the parts while enabling interdependence of the whole. It estab-
lishes a new role, the “prosumer”: someone who is both a producer and a consumer
of the goods and services available on the platform.

Platforms are powerful because there is no perfect product for everyone. The
beauty of a platform is that new functionality arises from the user’s ability to also
be a producer, which is true for internal as well as market-facing platforms. Because
there 1s no perfect product for everyone, platforms are not competing on the basis



The axioms of Choudary’s Platform Manifesto that we've
leveraged and integrated into the Surge framework:

~ The ecosystem is also the new supply chain.
~ The network effect is the new driver for scale.

~ Data is the new dollar.

]

Community management is the new human resources.

Curation and reputation are the new quality control.

~ User journeys are the new sales funnel.

]

Behavior design is the new loyalty program.

~ Social media feedback is the new sales commission.
~ Algorithms are the new decision makers.

~ Real-time customization is the new market research.

~ Plug and play is the new business development.

of better features or new tools, but on their ability to attract interesting participants
and enable creative interactions among them.

This opens the door to both social and economic value creation. Participants
evolve the platform based on what they want and need, attracting new users and fur-
ther evolution. Each platform community is distinct, reflecting the needs, content,
and relationships between users. The Wikipedia community is dramatically differ-
ent from the iTunes community, which differs from Amazon’s AWS community.
And Facebook’s constellation of products, built by allowing user communities to
do much of the ideation and discovery work, has generated social products along
with commercial products. The bottom line: All platforms provide value to their
members.

One way platforms provide user value is in their accessibility. By their very
nature, platforms are open, participative ecosystems capable of self-management,
self-governance, and self-organization. Built on the principles of open-source com-
munities, governance by a collective commons, they produce low-friction interac-
tions between contributors. Metrics that platform communities can track include
the rate at which value is generated by interactions between producers and consum-
ers on the platform'’, community growth, and diversity.

As far as we can see into the digital future, digital transformation will gener-
ate ecosystems whose members cocreate products and services. Add in the devel-
oping ethos of the sharing economy, and future businesses might look quite a bit



different than your company looks today. Work hard to build your platform . . . then
use it for everything.

Whether you build a platform or just contribute to its products and services,
you will be operating in an ecosystem. Establishing an ecosystem, or contributing
to one, requires a set of interpersonal skills that most companies do not encourage
today: openness, trust, collaboration, and commitment. Ecosystems are commu-
nities of equals. Open-source communities are a great illustration of markets that
function as ecosystems. Google’s open-source initiative called Kubernetes is an
excellent example of this new way of creating value and competing as a collective.

Kubernetes is a cloud-native automation framework that radically simplifies
the complex, time-consuming, and error-prone nature of releasing new software
into production. While Google’s contribution to cloud-native automation is ground-
breaking, its practice of building ecosystems is what makes Kubernetes so compel-
ling. Instead of attempting to control and own the entire landscape of Kubernetes’s
capabilities, Google has invited others with complementary expertise to help devel-
op, enhance, and expand the core offering.

For example, Apprenda, a well-regarded enterprise cloud tooling company,
provides modern cloud development infrastructure that is designed to help devel-
opers radically accelerate both software development and deployment to the cloud.
It turns out that Apprenda spent several years building extensive expertise in auto-
mation infrastructure designed to integrate with and support the Microsoft devel-
opment community. As Google’s Kubernetes framework expanded in functionality,
marketplace interest in leveraging Kubernetes in the Microsoft developer commu-
nity increased. Apprenda saw this opportunity and approached Google with an offer
to lead an effort in building out the Kubernetes capabilities related to the Microsoft
tooling landscape. Not only did Google respond positively, but it also extended ev-
ery possible resource to support Apprenda in this role.

This new, vibrant expansion of the Kubernetes ecosystem has enabled Google
to enjoy a competitive advantage as it more rapidly expands coverage into the Mic-
rosoft community. Similarly, Apprenda now enjoys being the developer automation
infrastructure of choice. Most importantly, both companies are now innovating fast-
er than they could have had they remained singularly invested in the winner-takes-
all view of their markets. This illustrates the ability of digital ecosystems to drive
technical and business model innovation.

In The Martian, when Mark Watney set out to survive Mars, he envisioned his
future back on Earth, constantly looking to his existing resources to see new ways
forward. If you intend to deliver digital, you must follow suit, starting where you
are and following yes, looking both immediately ahead and further into the future
for ever-evolving opportunities. By continuously reimagining the future and by rec-
ognizing the shifts happening in your company and the market ecosystem, you can
surge to the next wave—and the next.

Now, it’s time to begin your Digital Wave journey.



