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		Praise for the Second Edition

		

		“Christina has taken my favorite book on OKRs and deepened it by answering all the hardest questions people run into putting it to work in the real world. Thank you once again!” – Bruce McCarthy, Founder, Product Culture

		

		“Radical Focus is a must-read for anyone who wants to accomplish out-sized results. Christina does a great job showing both the why and the how of OKRs. Avoid the all-too-common mistakes by reading this book first.” – Teresa Torres, author Continuous Discovery Habits

		

		“Everything good I’ve ever learned about OKRs I learned from Christina Wodtke and Radical Focus.” – Jeff Gothelf, author of Lean UX, Sense & Respond and Forever Employable

		

		“A master at getting things done, Christina offers a radically focused way to achieve one's goals through disciplined use of OKRs.” – Irene Au, Design Partner at Khosla Ventures

		

		“It has been five years since Christina published the first edition of Radical Focus. The book has gone on to become a favorite for thousands of product people working to learn how to empower their teams, and utilize the OKR technique… I think you will love [the second edition.] It will inspire you.” – Marty Cagan, author of Inspired: How to Create Tech Products Customers Love

		

		“Together with Doerr, Grove, and Drucker, Christina Wodtke is one of the four people who shaped OKR into the powerful tool it is today. With Radical Focus 2.0, she continues to teach us that success is about having an impact, not checking a box.” – Felipe Castro, Founder, OutcomeEdge

		

		Praise for the First Edition

		

		“Busy grinding without purpose is the secret death of too many startups. In this memorable story, Christina gives us a glimpse of a more satisfying kind of startup—still hard and chaotic but full of purpose and the chance to build something great.” – James Cham, Founder Bloomberg Beta

		

		“This is a book I wish every business owner, designer, strategist, marketer, student, and content creator I have ever worked with would read. It is brilliant in its ability to teach important lessons while keeping the readers engaged in a story.” – Abby Covert, Information Architect, Etsy

		

		“Finally, a parable I could relate to! The real message is that OKRs work and Radical Focus is a great implementation guide to the world of OKRs, making it easy to deploy and see the exceptional results you’re after.” – David Shen, Launch Capital

		

		“I’d recommend Radical Focus for anyone wanting to build not just great products but great organizations.” – Ryan Shriver, Director of Technology at SingleStone

		

		“Our VP at Nest bought a copy for everyone on the team.” – Scott Ruffner, Product Manager at Nest

		

		“This book is useful, actionable, and actually fun to read! If you want to get your team aligned around real, measurable goals, Radical Focus will teach you how to do it quickly and clearly.” – Laura Klein, Principal, Users Know

		

		“Someone once told me that 'problems are just opportunities that haven’t presented themselves'. Since I was introduced to OKRs, they've been an invaluable tool for me, and our company. Christina’s ideas have been instrumental, allowing me to better navigate the often ambiguous approach to goal setting and along the way creating a more open and accountable team and a clearer path for myself professionally. I personally can't thank her enough for the guidance." – Scott Baldwin, Director of Services, Yellow Pencil

		

		“Radical Focus illustrates how to implement OKRs in an engaging, compact, realistic story. Best of all, Wodtke proves OKRs can be fun!” – Ben Lamorte, OKRs.com

		

		“A great book from a renowned thought leader in OKR, Radical Focus is full of fantastic tips on how to adopt OKR at your organization. A must have for anyone interested in how to use OKR to achieve breakthrough performance and built a results focused culture.” – Felipe Castro, Founder of OutcomeEdge

		

		“She had me in the first three pages (of the Introduction, to be specific). As a longtime UX strategist, I’m a huge advocate of the idea of forming real, tangible goals and then crafting steps that will get us there. OKRs are all about mapping the actions we take now to the outcomes we want later, and Wodtke’s narrative approach to making the abstract practical is a wonderful twist on the all-too-familiar method of writing books full of platitudes and takeaways no one will remember. Storytelling draws us in and makes the lessons stick.” – Robert Hoekman Jr, Senior Innovation Strategist at Tangible UX

		

		“When I started at IKEA, I immediately enjoyed the culture of continuous learning. My first internal ‘Level Up AGILE’ conference was with Christina Wodtke. I can recommend her book called #RadicalFocus. It has some very useful tips on working with OKR’s. We successfully applied these learnings 1-on-1 to our daily work.” Tom Haveman, Head of Product Engineering – Delivery & Services @ IKEA

		

		“Finally read Radical Focus by Christina Wodtke after several recommendations. Here are my key takeaways:

		

		Very well written, and an easy read for a dry topic

		OKRs like any other framework are not a magic bullet, you need focus and discipline to stick to the plan and execute the most important activities

		“Solve the problems you have, not the ones you imagine”

		too many times we get so enamored by perceived or potential problems that we ignore the ones in front of us.

		

		Key to success is to focus on the now first and foremost.” – Amit Kumar, Chief Product Officer at Nicus Software, Inc.

		

		“This is part-fable and part-regular teaching book, and the balance is really well done. It manages to explain the facts of the very useful OKR’s as well as give you a story to see how different roles in the company use them. Bonus, it’s quick (the last book on OKR’s that I read was way too long).” –Scott Wozniak, CEO of Swoz Leadership

		

		“It’s a short read. The story has sweet moments. The explanation of how to implement and succeed with OKRs is awesome. This is a very helpful book for teams taking their first steps down the road of using OKRs.” – Steve MacLaughlin, Vice President of Data & Analytics at Blackbaud
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		Dedicated to the dreamers, always unsatisfied, always sure the next time it will actually be good.

		

		Dedicated to the executioners, who know the way to make things happen is to make them happen.

		

		Dedicated to my beta readers, who made me think maybe this could be a book.

		

		Dedicated to the editors of the world. Without you, I’d look dumb.

		

		And, as always, dedicated to Amelie.

		Because Amelie.

		

		

		

		Contents

		

		
			Foreword to the Second Edition
		

		

		
			Introduction to the second edition
		

		

		
			Foreword to the First Edition
		

		

		
			Introduction to the First Edition
		

		

		

		
			The Executioner’s Tale
		

		

		

		
			The Executioner’s Tale
		

		

		

		
			The FRAMEWORK
		

		

		

		
			The Framework
		

		

		

		
			Part One: The Fundamentals of Objectives and Key Results
		

		

		

		
			Why Objectives and Key Results Matter
		

		

		
			OKR Coaching Example
		

		

		

		
			Part Two: Objectives and Key Results in Practice
		

		

		

		
			Implementing OKRs for the First Time
		

		

		
			OKRs for Products
		

		

		
			OKRs for Product Teams
		

		

		
			OKRs and the Annual Review
		

		

		
			Score your OKRs; it is worth it.
		

		

		
			Credit Where Credit Is Due
		

		

		

		
			About the Author
		

		

		
			The Team That Managed Itself
		

		

		

	
		

		

		Foreword to the Second Edition

		

		It has been five years since Christina published the first edition of Radical Focus.  The book has gone on to become a favorite for thousands of product people working to learn how to empower their teams, and utilize the OKR technique.

		But much has been learned about this topic in the past five years.

		It’s no secret that many product teams have struggled to get the value out of the OKR technique that they had hoped.  Why is that?

		When you read Christina’s book, you’ll find that it is really about two major topics.

		The first describes a culture of empowerment.  It’s at the heart of the first half of the book, the fictional case study.

		The second describes the OKR technique, and how that technique can be used to help empower your product teams with problems to solve (the objectives), and shift the focus of their work to outcomes (the key results).

		It is tempting to just try to apply the OKR technique, without embracing the broader concept of an empowered product team.  Applying a technique is easy.  Changing culture is hard.

		Unfortunately, what too many people don’t realize is that this particular technique depends on a culture of empowerment.  It emerged from companies that already had this culture of empowerment.

		I have seen literally hundreds of companies that have tried to superimpose the OKR technique on top of their top-down, command-and-control culture.  In this case, the result is both predictable and not pretty.  It’s come to be known as “OKR Theatre.” 

		Some leaders understand that it’s really the culture change that matters, but they hope that applying the OKR technique will serve as a stepping stone to an empowered team culture.

		But that’s like thinking you can buy a pair of high-performance skis as a stepping stone to actually learning how to ski.  Of course, buying the skis is the easy part; those performance skis are useless unless they’re on the feet of someone that’s already put in the effort to learn how to ski.

		For those that are willing to put in the effort to embrace a culture of empowerment, I think you will love this book. It will inspire you, and get you started on your journey.

		

		Marty Cagan

		February, 2021

		

	
		

		

		Introduction to the Second Edition

		

		Is it too soon for a second edition?

		As I write this, it’s almost five years since Radical Focus, the first book written about the Objectives and Key Results approach to goal setting and achieving was published. I wrote “The Art of the OKR,” the blog post that set me down this route, in 2014. A lot has changed since I wrote that post. I’ve given dozens of talks and helped over a hundred clients. I don’t even dare guess how many conversations about OKRs I’ve had, and I’ve seen a wide variety of struggles people have trying to achieve their goals. Goal setting methods have been around for a long time. Most people have heard of KPIs and SMART goals at some point in their career. What’s fresh about OKRs is they come with a framework for actually achieving those goals after you set them.

		When I wrote the first edition, I was writing for start-ups. I had only seen OKRs work with small companies that had found product-market fit and were trying to grow. But the phone calls I got were from all sizes of organizations, from a one-man consultancy to behemoths such as Pepsico and Walmart. I developed new approaches to OKRs to deal with the heterogeneous environments I was working in. But the core of OKRs— a focused goal, both inspiring and measurable, tracked regularly— never changed. OKRs supercharged R&D groups, helped small teams of intrepreneurs¹

		

		explore new markets, and aligned multiple innovation efforts spread across multiple departments. OKRs work for anyone trying to do more than just conduct business as usual.

		But along with the OKR methodology’s rise to popularity, there sprung up a lot of people who decided they would profit from it without changing the work they actually did. Software companies rebranded project management approaches and called them OKR software, even though OKRs are all about monitoring results and not the roadmaps of tactics a team might try (admittedly best would be both). Consultants charged companies to learn how to “do OKRs right,” but often didn’t really understand what makes OKRs work. Worse, a few consultants were willing to water down elements of the OKR framework the moment the client pushed back on some of the more difficult aspects of OKRS. And finally, a lot of self-congratulatory blog posts talking about committed OKRs and task Key Results muddied the methodology water. Some days it seemed like the very things that make OKRs work were the first to be tossed out the window.

		I’ve spent my time since 2014 teaching at my new position at Stanford, writing Pencil Me In²

		

		and then The Team that Managed Itself, which explains the other two legs of a successful management approach. Too many leaders asked me how to do performance reviews with OKRs, and after talking to them I realized there is a dearth of easy-to-read books on good management practices. But after I published it, I realized it was time to return to OKRs.

		Is it too soon for a second edition? I fear it’s almost too late. It’s time to pin down the core ideas that make OKRs work so well and suggest ways they can effectively be used in nontraditional ways. I worry OKRs will end up on the trash-heaps of management fashion along with extreme programming and Six Sigma.

		I haven’t changed the fictional case study much, but the back of the book is twice as long and includes advice for both start-ups and giant corporations.

		I hope this second edition will help you learn what aspects of OKRs matter, learn where to change the methodology to suit your culture, and, most of all, achieve the goals you set. Life is too short to start work on your dreams “tomorrow,” for tomorrow never comes. You might as well start working to achieve your goals today.

		

		
			1
		

		

		Entrepreneurs are start-ups; intrepreneurs are start-ups within an existing company.

		

		
			2
		

		

		A book about Visual Thinking which teaches you to draw and how to draw many key business approaches such as storyboards, wireframes, and that consultant favorite, 2×2s.

		

	
		

		

		Foreword to the First Edition

		

		When Performance Is Measured by Results

		

		By Marty Cagan, founder of the Silicon Valley Product Group

		

		I was extremely fortunate to have started my career at Hewlett-Packard as an engineer during their heyday, when they were known as the industry’s most successful and enduring example of consistent innovation and execution. As part of HP’s internal engineering management training program called “The HP Way,” I was introduced to a performance management system known as “MBO”—Management by Objectives.

		The concept was straightforward, and based on two fundamental principles. The first can easily be summed up with the famous General George Patton quote: “Don’t tell people how to do things, tell them what you need done and let them surprise you with their results.” The second was captured by HP’s tagline of that era, “When Performance Is Measured by Results.” The idea here is that you can release all the features you want, but if it doesn’t solve the underlying business problem, you haven’t really solved anything.

		The first principle is really about how to motivate people to get them to do their best work, and the second is all about how to meaningfully measure progress.

		So much has changed since my time at HP. The technologies are dramatically more advanced, the scale and scope of systems we build are several orders of magnitude larger, teams move much faster, generally with superior quality and performance, all delivered at a fraction of the cost. However, these two performance management principles are still at the foundation of how the best companies and teams operate.

		The MBO system was refined and improved at several companies over the years, most notably Intel, and today the primary performance management system we use is known as the “OKR” system—Objectives and Key Results.

		Unfortunately, another thing that hasn’t changed is that most teams still don’t operate with these principles.

		Instead, groups of executives and other stakeholders all too often come up with the quarterly “roadmap” of features and projects and then pass them down to the product teams, essentially telling them how to solve the underlying business problems. The teams are just there to flesh out the details, code and test, with little understanding of the bigger context, and even less belief that these are in fact the right solutions. Teams today are all too often feature factories, with little regard for whether or not the features actually solve the underlying business problems. Progress is measured by output and not outcome.

		This book is intended to help all organizations start operating like the best organizations. I have seen these techniques deployed successfully in organizations as large as a sixty thousand employee company to as small as a three-person start-up. Large or small, if you’ve worked hard to hire smart people, this system will help you unleash their potential.

		

	
		

		

		Introduction to the First Edition

		

		Every published writer has had it—the people who come up to you and tell you that they’ve

		Got An Idea. And boy, is it a Doozy. It’s such

		a Doozy that they want to Cut You In On It.

		The proposal is always the same—they’ll tell you the Idea (the hard bit), you write it down

		and turn it into a novel (the easy bit), the two

		of you can split the money fifty-fifty.

		

		— Neil Gaiman, “Where Do You Get Your Ideas?”

		

		In my years in the Silicon Valley, I’ve had a similar experience to Neil Gaiman’s: I sit down with a new entrepreneur with “a big idea” and they ask me to sign an NDA. A nondisclosure agreement usually swears the parties to not talk about the ideas, or copy them. These kids are convinced that their idea is so precious and amazing that the hard work has been done. Nothing left but to get a-coding!

		I usually refuse. Ideas, like NDAs, aren’t worth the paper they are printed on.

		I almost never hear a new idea. In fact, it’s rare I hear an idea I haven’t thought of myself, unless it’s in an industry I’m unfamiliar with. It’s not because I’m a genius (I’m not). It’s that ideas are easier to come up with than you think. What’s hard—really hard—is moving from an idea to reality. It’s hard to find the right form of an idea, a form that will let consumers see its value, understand how to interact with it, and feel excited enough to pay for it. That is so hard that it often takes a team of people to do it. And that’s when the level of hard goes even higher. Suddenly you have to find a way to hire the right people, get them all focused on the right thing, and make sure no one forgets why they got together in the first place in this world of interesting (and profitable) other things to do.

		The writers. The musicians. They struggle, and they only have to manage themselves! The filmmakers and the entrepreneurs have even a greater challenge. Yet somehow these people manage to fight against the long odds against them to make their idea take form. How do they do it, when so many others fail to make it past the “I’ve got an idea!” stage?

		It’s not important to protect an idea. It’s important to protect the time it takes to make it real.

		You need a system to keep you—and your team—aimed at your goal when the world seems determined to throw shiny objects at you.

		The system I use is made up of three simple parts. One: Set inspiring and measurable goals. Two: Make sure you and your team are always making progress toward that desired end state. No matter how many other things are on your plate. And three: Set a cadence that makes sure the group both remembers what they are trying to accomplish and holds each other accountable.

		

		Inspiring and Measurable Goals

		

		I use OKRs for goal setting. I’ll go into those in detail throughout the book. In short, this is a system originated at Intel and used by folks such as Google, Zynga, LinkedIn and General Assembly to promote rapid and sustained growth. O stands for Objective, KR for Key Results. Objective is what you want to do (launch a killer game!), Key Results are how you know if you’ve achieved them (downloads of 25K/day, revenue $50K/day). OKRs are set annually and/or quarterly and unite the company behind a vision.

		The Objective is inspiring and motivates those people who don’t dig numbers. For those who do love numbers, the Key Results keep the Objective real. I know I’ve got a good Objective when Ileap out of bed in the morning eager to make it happen. I know I’ve got the right Key Results when I am also a little scared you can’t make them.

		

		Tying Actions to Goals

		

		When I first started learning about productivity systems, I heard of the Important/Urgent matrix. It’s a simple four-square with two axes. The first is important and unimportant. The second is urgent and not urgent. We should spend time in important-and-urgent, and do. We should spend time in important-but-not-urgent and not in unimportant-but-urgent, yet … urgent is so … urgent! It’s mentally quite difficult to drop things that don’t matter (especially if someone is nagging us). So a solution is to time-constrain things that are important but not urgent, thus making them urgent.

		Let’s start with a personal example. Let’s say you have been meaning to sign up for a personal trainer because you suck at getting to the gym. Yet week after week goes by and it never seems to happen. You could try making your health an Objective for a quarter, and Key Results involve muscle mass, weight, and emotional well-being. Each Monday you set three tasks to complete against the goal. One might be, “Call a personal trainer.” Next you find someone to hold you responsible. A friend, a coach, or a spouse are all good picks. Now, if you don’t complete it, you will be held responsible by someone.

		In a work example, it might be any number of things, from optimizing a database to creating a faster site and increasing customer satisfaction, to redoing all your material with the new brand so your company doesn’t look unprofessional. The OKRs set goals. The weekly priorities remind you to achieve them.

		As well, if you review the priorities each week, you discover what conditions allow you to achieve them. And, more valuable, what keeps you from getting things done. In my experience, many people fall into two camps of misestimating: those who think they can do anything and constantly overestimate what they’ll accomplish, and those who sandbag. As a manager, learning who is who lets me know who to push and who to question. As well, tracking lets the employee learn to know themselves better, a good outcome all by itself.

		

		Cadence

		

		Starting every week with a public setting of priorities is powerful. You commit to the team and to each other to make the Objective occur. A Friday celebration of what’s been accomplished is the second bookend of a high-performing team’s week. This commit/celebrate cadence creates a habit of execution.

		

		Beware Greeks Throwing Golden Apples

		

		When I was a kid, one of my favorite Greek myths was that of Atalanta. She was the fastest runner in Sparta and did not care to be married. Her father, being worse than medieval—ancient Greek—did not agree to that plan, and set up a contest in which young men would race to win her hand in marriage. She begged to also race, to keep her freedom. Her father agreed, to keep her placid, never thinking she might win.

		The day of the race, she was so amazingly swift, she might have won. Except a clever lad, Hippomenes, managed to lay hands on three golden apples and rolled them into her path each time she started to pull ahead. She kept pausing to pick them up, and Hippomenes beat her by a nose. If she had only set some clear goals and stuck to them, she might be ruling the city footloose and fancy free!

		Every start-up will run into golden apples. Maybe it’s a chance to take the stage at an important conference. Maybe it’s one big customer that asks you to change your software for them. Maybe it’s the poisoned apple of a bad employee who distracts you while you wring your hands over what to do about him. A start-up’s enemy is time, and the enemy of timely execution is distraction.

		By setting good goals and committing to working toward them each week, while celebrating your victories, a company can have amazing and focused growth. No matter what kind of apples roll across their path.

		

		The Executioner’s Tale

		

		My book is a fable of a small start-up that almost didn’t make it. Hanna and Jack start out as dreamers. They start out being really good at having an idea. They are good at hoping everything will work out well. They soon find out that a good idea is not enough; they need a system for making dreams happen.

		By the end of the tale, they are no longer just dreamers. They are executioners.

		

	
		

		The Executioner’s Tale

		

		

		

		The Executioner’s Tale

		

		Hanna sat at her desk, hunched over her keyboard, her shiny black bob hiding her face from the rest of the office. To them, perhaps, their young CEO looked like she was focused on the monitor. Perhaps going over last quarter’s numbers, which were not anything like what they should be. But she wasn’t looking at any number in the Excel sheet she had open. Her hands sat flat on either side of her keyboard, and only she knew she was trying hard not to face-plant into it. How the hell did she get here?

		The company had a viable market, but couldn’t figure out how to get out of its own goddamn way and grab it. Her partner was a whiny diva. Her new CTO was some kind of methodology cultist, and she was going to have to fire someone for the first time in her too-short career.

		Why had she wanted to be an entrepreneur, again?

		

		Six Months Ago … .

		

		Once upon a time there was a start-up.

		This start-up had a vision to bring delicious artisanal loose-leaf tea to fine restaurants and discerning cafés.

		There were two founders, Hanna and Jack. Hanna was first-generation Chinese-American and loved the tea she grew up with at her parents’ house. Her mother had run a small restaurant in downtown Phoenix for years, and her family cared about good food and good tea. She studied business at the Stanford Graduate School of Business, and she hadn’t been so lucky finding nice tea in Palo Alto. Hanna despaired of getting a nice cup of Longjing after a fine meal.
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		Jack was British and he was miserable at cafés that could poach an egg perfectly yet thought Earl Grey was a who and not a what. Jack was at Stanford, too, studying the design of human-computer interaction. Jack loved technology when it meant carrying fewer books in his book bag or a spell check that caught his sloppy typing. But he drew the line at tea in little bags. He did not consider that progress.
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		Hanna and Jack met one day at the university bookstore café. Jack was loudly moaning over tea in packets. Hanna, standing behind him in line, laughed and showed him the tin of green tea she had in her purse. They quickly became friends. Hanna had known she would be an entrepreneur since she was a little girl. She came from a family of entrepreneurs. Besides her mother’s restaurant, her father had his own accountant’s office, and Hanna’s aunt had started her own law firm. Entrepreneurship was in her genes. She hadn’t known what kind of company she wanted to start until she met Jack. They agreed to take an entrepreneurship course the spring of their senior year, and after graduation they were ready to go.

		Jack and Hanna knew there were plenty of great tea producers. So they decided they would connect the people who grew great tea with fine restaurants and cafés that were snobbish about coffee but ambivalent about tea. They named their startup TeaBee. And because they went to Stanford and had made the right connections, they managed to raise a little money to make a go at it.

		Hanna took on the title of CEO and Jack that of president, but really Hanna owned the business and Jack the product. They found a small office near Highway 101 where the rents weren’t quite as bad, and had a happy six months furnishing the office and giving away tea at tech meet-ups. They hired a few engineers, and Jack made a very pretty website where buyers could find tea producers and order tasty tea. Hanna closed a few deals with local restaurants. Jack talked Hanna into hiring a visual designer on contract to make a sexy logo, and they even got a part-time CFO to make sure the books balanced. The office hummed quietly with keyboards typing and murmurs of voices.
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		But they started to feel a little uneasy. While they had another year of money before they’d need to raise another round of funding, they still worried about why it was taking so long to build a marketplace. They had many, many little tea producers signing up, but only a few buyers. A lopsided market is not a profitable market. Like good founders, they decided to go out to try to sell more tea themselves, in order to learn more about the psychology of buyers.

		One day, Hanna came back to the office with a very big order from a restaurant supplier. This restaurant supplier sold tea to all kinds of restaurants, big and small, as well as canned goods, dry goods and coffee. Jack was both happy and alarmed. He was happy to see so much money about to come into the business, yet this was not “to plan.” They were here to connect fine dining and fine tea! Did this restaurant supplier care about tea? Did it care about quality?

		“Jack,” Hanna sighed. “The restaurants don’t want to set up accounts with us. We’re too new. They don’t trust us. The suppliers are more willing to try us out, and they will place our tea in restaurants. The tea growers still get more business. Let’s just see how this plays out.”

		

		Hanna Finds Another Great Customer

		

		A few days later, Hanna used her mother’s Rolodex to close another deal with another restaurant supplier. She pulled into the parking lot outside their office and sat in the warm car for a moment, her hand on the keys still in the ignition. TeaBee’s mission was “Bringing great tea to people who love it.” Perhaps not the sexiest mission, but clear, she thought. Did it matter if she sold to a restaurant or a restaurant supply company? It shouldn’t, she decided. She pocketed her keys and headed into the office.

		The office was warmed by the same sun that made her car a bad place to hide. Hanna threw her blazer over the back of her Herman Miller chair. They’d bought the iconic chairs, as well as a couple of whiteboards, at a sale held by a start-up that had run out of money. All start-ups are built with the bones of past failures. Google’s offices were once Netscape’s, which were once Silicon Graphics’. You had to be optimistic or crazy to ignore the proof that launching a start-up had only slightly better odds than winning the lottery Hanna figured she and Jack were a bit of both.

		She found Jack in the back of the office, where they had a long table set up. The team had lunch together there and held impromptu meetings when their one conference room was occupied. Jack stood next to the new designer he had just hired. Ann? No, Anya. Jack slouched to try to have an easier conversation with her. He was about six-two, and towered over little Anya’s five-five. Hanna joined them, and Jack straightened a bit with a sigh.

		On the table before them sat several cardboard boxes with different colored labels on them.

		“Hanna, have a look. I think this blue is rather lovely, but I’m afraid it won’t pop on the shelf. This orange is stronger, but maybe it’s not a tasty color? Blue is terribly trustworthy.” Jack could talk about colors for hours. Add in typefaces, and you could lose half a day. Hanna had no idea why he thought they had needed to hire a graphic designer. Jack seemed knowledgeable enough. But he’d insisted it wasn’t his bag, and she’d given in. Anya pushed forward a dark red box.

		“Um, yes, the dark red is nice,” Hanna said. “I’m sure you two have it under control. Jack, I just wanted to let you know … I closed Brightwater Supplies. They cover Modesto through Fresno.”

		Jack scrunched up his brow. “Fresno is … north?”

		Hanna laughed out loud. “South! You are so coming with me next time I head into the Valley.” She pushed aside the packaging mock-ups and placed the contract on the table in front of Jack. She flattened it out, almost petting it. Jack looked it over. The numbers were … impressive. Bigger than any deal they had closed so far.
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		“Hey, this.” He tapped at a spot in the contract where lines had been crossed out, and a new bit written in. “What’s this about not using the website?”

		“It’s too much work for them.”

		“Rubbish! I did usability testing on that.”

		“They looked at it and didn’t like it. Don’t freak out. You can go with me to see them in a couple weeks, when we do the check in. I’ll just enter the orders in myself until you can figure out what the changes need to be. Perhaps you can get Erik to write an API so they can integrate it with their system? They order a lot of tea, and they order regularly.”

		Jack looked unconvinced.

		“It’s a boat-load of money and I’ll do the work.” Hanna took a deep breath. “Go back to work; don’t fret.”

		She strode off to the kitchen to make a cup of tea, feeling upset. She had expected Jack to be excited. This was money. Not just money, but regular, hefty amounts of money. Yet he acted like she had brought in groceries, but forgotten the milk. She felt better, though, as soon as she entered the kitchen. The room was full of the tea samples from the growers, and she was always spoiled for choice. She poked through a pile of samples of green tea from a Washington farm she’d visited last week. She closed her eyes and pressed her nose into the bag, inhaling the scent of the tea, sweet, like dried grasses crushed underfoot on a hike. Then she realized she wasn’t alone.

		“Okay, that’s embarrassing,” she said, turning to Jack.

		He waved his hands. “Oh, whatever. We all do that. Tenzo’s stuff is aces.” He plugged in the electric kettle, and pulled another mug off the shelf. He leaned against the counter and crossed his arms across his chest. “I’m not sure I’m good with these people.”

		“These people?”

		“Suppliers. They put Lipton into three-star restaurants. They don’t care.”

		“I don’t know about that. They provide what the restaurants want. I convince them good restaurants want good tea. It’s just customer development.” She shrugged.

		“The point of a start-up is to do things the right way. Excellent product, packaged excellently, sold to excellent customers. Not doing things the way everyone has been doing it.”

		“I thought the point of a start-up was to find product-market fit in order to grow a company that benefits the people who depend on it.”

		The kettle light went on, and Jack poured. “Yeah, yeah, that’s what it says in the textbooks. It doesn’t matter if you can sell, if you sell rubbish.” He swirled the tea ball around for emphasis. “This is our chance to make a difference. We can make amazing experiences even more amazing. I know you are worried about the bottom line. Just don’t forget what we are all about.” He strode from the room, not waiting for her answer.

		We’re about ten months from running out of money, unless we close more deals, Hanna thought. If the tea is good, and the money is good, what is the problem?

		

		Hanna Suggests a Pivot

		

		A few weeks later, Hanna pulled Jack into their conference room. The room was nothing special. It had the proportions of a shoebox and was painted the shade of white that office park landlords seem to favor. Three of the four walls held elderly whiteboards, marred with traces of notes left by former tenants. Hanna found the fluorescent lighting mildly unpleasant, but at least it didn’t flicker. Hanna had been in many rooms just like this in the two years she’d spent consulting between college and grad school. Those with flickering lights had made her crazy. It was not only annoying on its own, but a sign the owners were too neglectful or distracted to deal with them. She considered them an omen of doom.

		Upon entering their well-lit conference room, they found it occupied by Erik, their lead programmer. He liked to sit in the windowless room and code.

		“Um, Erik, we need the room.”

		“One second …” Erik did not raise his sandy blond head from the laptop. Taller than Jack but much thinner, his lean frame formed a question mark over the gleaming silver computer.

		“Sod off, Erik,” Jack said, not unkindly, but firmly.

		“Yes, going … I’m standing up … I’m walking.” Erik rose, balancing the laptop on one arm, occasionally hitting a key. He exited without taking his eyes off the screen.

		“Why does he hide in here?” Hanna felt irritable. She hoped Jack knew already what she was about to talk to him about, but she also had a bad feeling he didn’t.

		Jack shrugged. “He needs to focus. Anyhow, he’s good, and we don’t have a CTO yet …”

		This reminded Hanna of yet another problem. Technically, finding a CTO was on Jack’s to-do list. But it seemed to Hanna that Jack didn’t take interest in any part of the business that wasn’t about design, and she wondered if she’d have to add it to her to-do list. She bit her lower lip.

		They pulled up chairs at one end of the long conference table made up of two Ikea wooden kitchen counters Jack, Erik and their front-end developer Cameron had assembled one weekend, which made a handsome and affordable table. Unfortunately, they hadn’t finished it, and anything spilled left a history. Hanna rubbed at a coffee stain with her finger while she figured out how to explain what she was thinking. The stain didn’t fade.

		Jack waited. Jack was good at silence.

		“Jack, I’ve made several sales recently to restaurant suppliers.” Hanna paused and Jack folded his arms across his chest. Okay, this wasn’t going to go super easy. “Each sale has been the equivalent of closing ten to twenty restaurants. Because that’s who they serve. I’ve been putting in the numbers for Aramaxx, and they are providing a lot of business for the tea producers. Jefferson Supplies has doubled their order. It’s been so good, Tenzo Farms is even talking about adding staff!”

		It seemed like Jack grew stiffer as she looked at him. She really hoped he’d just guess where she was going. Unless he had, and he didn’t like it. Forward, then.

		“This is a far better business. The sales cycles are just as long, but the suppliers are willing to try us out. Unlike the restaurants and cafés, where we can have five or ten meetings and they just want us to come back when we’ve been in business longer. I think we’ve got the evidence we need. I think it’s time to pivot.”

		In their entrepreneurship class, they had learned that a pivot is a change in tactics without making a change in strategy. Hanna felt strongly this was exactly what needed to happen. They could still get great tea into the hands of consumers; they just needed to use the pre-existing relationships the restaurant suppliers had to do it.

		Jack rocked back on his heels, nervously. “Look, I get it, about the sales cycle.” He looked pleased with himself as he used the business jargon. “But I’m not at all sure the restaurant suppliers won’t get the producers used to the custom, then try to push the prices down. What if they force the tea people to lower quality? What if they make garbage?”

		Hanna chided him. “Solve the problems you have, not the ones you imagine.” She had heard that a hundred times from her mother and laughed at herself for saying it now. “Jack, it’s working. We are making the tea growers money. We are starting to make us money. And the suppliers will get dependent on us also. If it’s mutually beneficial, they can’t force us to do what we don’t believe in.”

		Jack paused, and closed his eyes for a second. She saw his eyes move under his lids, as if he was dreaming. He did that sometimes, when he worked on a design. It was him working a problem through to the end. He opened his eyes.

		“Whose labels will go on the boxes?”

		“Really?” Her eyes widened. “That’s a worry?”

		“We’ve done a lot of work on it. We need a brand presence. Like Intel on laptops. It made them. You can’t settle for being a secret sauce!”

		“I don’t know what they are thinking on packaging. They haven’t asked for us to change.” She shrugged.

		“Hmm. Well. I can see your point.”

		His tone had Hanna far from convinced he did see her point. She noted he was grinding his teeth.

		“I think it might make sense to consider focusing on the suppliers.”

		And there was his reluctant dance around the idea. Next would come the “but.”

		“But look, you don’t know, and I don’t know, what it’s going to be like, working with these blokes.”

		And, out of facts, Hanna was stuck. She couldn’t argue with nebulous fears and vague anxieties. Then she had an idea.

		“Let’s talk to Jim.”

		Jim Frost had been the first angel who had invested in them. He was a Valley veteran, and had seen many companies go under, as well as a few succeed. He was wise and insightful and, if anyone could help them figure this out, it’d be Jim. Jack and Hanna had both learned to trust him. He had introduced them to their lead programmer and was on the hunt for a CTO for them.

		Jack sat with the suggestion for a second, then nodded. “A fresh pair of eyes never hurts.”

		

		Jim Is Holding Court at Starbucks

		

		Jim Frost liked holding his meetings at Starbucks. He loved Starbucks. It was the kind of rags-to-riches story any investor would love. Starbucks had started by bringing high-quality, European-style coffee to one small Pike’s Place café and charging three times the going price for a cup. Coffee used to be bottomless and a buck. Now it was a single cup of single origin and cost three. Starbucks had invented a market and then owned it. Now there was a Starbucks on every block, and Jim could even enjoy their coffee on an airplane. He wished he’d had a shot at investing in them. And he dreamed of meeting the next Starbucks entrepreneur.

		

		
			[image: ]
		

		

		Jim’s next appointment came from the coffee bar with espressos in hand, and he rose and gestured them over. The two founders sat down. Dan was a slim, young, Indian man, Fred a freckled strawberry-blond with a Doritos-and-Coke-diet waistline.

		Jim listened to them talk through their latest change in direction. Their fourth in eighteen months. When he had funded them, they were doing diet tracking. Then came gourmet health menus. Now they were focusing on healthy recipes. Jim suppressed a sigh while the entrepreneurs faked excitement about the new direction.

		“Our beta users love the site!” Dan gushed. But there was no real excitement in his voice. Fred stared into his espresso as if it were a scrying pool. He didn’t even try to meet Jim’s eyes. The passion the two had brought to the original idea had foundered on the rocks of a disinterested market. Fred, especially, had loved the technology the tracker had used. Now it was gone, and he was stuck coding a website he didn’t care about. He looked tired. And several pounds heavier. Dan was so stuck in hustle mode, he didn’t recognize when it was time to turn it off and face their problems honestly.

		Some entrepreneurs run out of money. Others run out of heart, Jim thought. These guys are going to do both.

		Jim shook their hands, saying goodbye to both the men and his investment. Once a team ran out of heart, there was no reason pouring more money in.

		When Jim saw Hanna’s Civic pull into the parking lot, he wondered about these young entrepreneurs. Would Hanna and Jack be in Dan and Fred’s shoes in another couple of quarters? Or would they be Starbucks?

		

		Jack Really Hates Starbucks

		

		They had to meet at a Starbucks near Jim’s office, which always made Jack have small, quiet meltdowns inside. The strip mall that held it also sported a Safeway, a Shell Oil, a Taqueria, and a surprisingly good kaiseki restaurant. Starbucks represented everything Jack found alien and confusing about Silicon Valley. Why did venture capitalists always want to meet at Starbucks, when there was better coffee to be had, and much better tea? Why did a Michelin-starred restaurant choose to be in a strip mall? Who needs this much parking? He’d never seen a lot more than half full.

		Hanna pulled her aging Civic into a spot in front with ease and was out with her keys in her pocket before the engine had finished shuddering to a halt. Jack followed dutifully.

		Seeing Jim cheered him up a bit. Jim sat on the back patio, where he usually held court. Jim was in his late fifties; a former Intel exec who had built two very successful start-ups, then moved into angel investing. His lined face told more stories of smiling on sunny golf courses than the stress of all-nighters, though life had handed him more of the latter than the former. He stood, shaking the hands of two young men, both dressed in identical blue dress shirts and khakis. Finishing a pitch up then, Jack thought.

		Hanna touched his arm lightly, to hold him back. “I don’t feel much like doing the social dance,” she muttered. They slowed their walk, and the other entrepreneurs left. Jack and Hanna took their seats, greeting Jim. Jack found his seat still warm. They laid out the question of the pivot before Jim.

		Jim sat back, and lightly ran his finger along the rim of his double espresso. Every time they met, he was drinking coffee. Yet he never seemed anything but calm, as if he’d stepped out of a yoga class.

		“Back when I worked at Intel, we had a story we recalled when facing a hard decision. Back in the eighties, the Japanese were gaining market share in memory. As Intel lost more and more money, there was a ton of internal debate about what to do. Real brutal arguments,” Jim said. “One day, Andy Grove and Gordon Moore were talking about it again, and Andy looked out the window at the revolving Ferris wheel of the Great America amusement park in the distance. He turned back to Gordon and asked, ‘If we got kicked out and the board brought in a new CEO, what do you think he would do?’ Gordon answered without hesitation, ‘He would get us out of memories.’ Andy, struck by the clarity of that simple statement said, ‘Why shouldn’t you and I walk out the door, come back in, and do it ourselves?’

		“Well, you know the rest of the story,” Jim continued. “That propelled Intel into greater success yet. After that, Intel would always use the revolving door test on really tough decisions. We’d think of what someone not burdened by history and emotion would do.” Jim paused, and sipped his espresso.

		“So kids, if you were hired as a new CEO, what would you do?”

		Jack looked at Hanna, but she remained quiet. He knew what she thought.

		Jack said, “I’d have to consider this direction seriously. It’s good money. But I’m rather worried if we go this direction, we’ll be pressured into lowering quality.”

		Jim asked, “And then what would happen?”

		Jack replied, “I’d have to say no. I’d walk away first.”

		The three of them sat there in silence.

		Hanna said, “I’d say no also.”

		Jack looked up from his untouched tea.

		“I don’t want to build a company selling a poor product,” Hanna said. “That never works in the long run. If I wanted to sell bad tea, I’d work for Bigelow. Or Celestial Seasonings. We’re here to change the world, not reproduce it.”

		Jack looked back into his cup. “I know. Dammit. I know.” He’d heard it before; they had talked about it a hundred times. Yet, when it came to money, would she stick to her principles?

		Hanna smiled now. “Well, dummy, we are here to get the tea to the people who like to drink it! Not let it grow old and disgusting in the warehouse. Like what you’re doing here.” She pointed at his cup.

		Jack looked at his cup, and back at her, giving her a quick smile. When she talked like this, she reminded him of his sister. Yet Hanna was an MBA. In his department, they’d made fun of MBAs and their weird language: “exits” and “maximizing value.” He always figured “value” was their code word for money. But that wasn’t what he thought of when he thought of value.

		Jack finally spoke. “It seems we’ve achieved the elusive product-market fit when we weren’t paying attention. I suppose if I was the new CEO, I’d have to agree to commit to the pivot.”

		He saw Hanna’s shoulders visibly relax.

		“Good,” Jim said. “Don’t be surprised if you get some resistance from the team. It’s typical. I recommend you consider using OKRs to keep things on track.” He received blank stares from both the young entrepreneurs. “That stands for Objectives and Key Results. A lot of my companies use them to increase focus and team output. Each quarter, set a bold, qualitative Objective and three quantitative Results that let you know when you’ve hit your Objective.

		“So, what do you think a good Objective would be for your group? Something tough, but doable in three months.”

		“Prove our value to the restaurant suppliers,” Hanna quickly replied.

		Jack interrupted her, “What do you mean by value?”

		“Show we can deliver an excellent product that helps their business.”

		Jack paused, then nodded. Excellent product. That sounded right.

		Jim asked, “How will you know you have succeeded?”

		Hanna and Jack went back and forth. Finding a revenue-based Key Result wasn’t hard. But agreeing on a metric that would represent the supplier valuing TeaBee was.

		“No bargaining?” Jack suggested. “I mean, if it’s that good, they won’t haggle over cost.”

		Hanna rolled her eyes at that. “Look Jack, bargaining is just what you do in the business. Your livelihood depends on getting the best price. If my mom wasn’t bargaining, I’d check for a pulse. Let’s try a retention metric.” Jack looked blank. Hanna continued, “Like reorders at 30 percent?”

		Jim jumped in. “OKRs need to be hard goals. The kind you only have a fifty-fifty shot of achieving. You’re trying to get the team to push itself. As your investor, I’d worry if 30 percent retention was all you’re aiming for.” This was a sobering reminder that Jim wasn’t just a friend; he had skin in the game.

		Jack jumped in. “One hundred percent reorders!”

		Jim smiled. “Is that possible? It can be upsetting to set a goal that the team knows they cannot achieve.”

		Hanna stepped in. “I think 70 percent is possible. So far, everyone has re-upped, but that was with my prompting them.”

		Jack said, “That’s something I want to stop if we can. We have a website after all. Surely they can use that to make their orders?”

		Hanna replied, “They can’t use it. It isn’t really set up for their needs.”

		“Well, we’ll put in some OKRs about fixing the site, too, then.”

		Then Jim’s next meeting showed up, and he quietly extracted himself to another table, leaving them to work through the details.

		Hanna and Jack discussed goals and metrics until they suddenly realized they were shivering in the shade of the late afternoon. The sun had dipped behind the Starbucks, and their tea was ice cold, but they had real goals they could both live with. They each went home to sleep on it.

		

		Hanna Announces the Pivot

		

		The next morning in the office, over a pot of Keemun, they reexamined the OKRs they had set the day before. They looked hard, but right.

		Hanna and Jack called the team into the conference room. Hanna stood at the front of the room. She still felt awkward addressing a group, even though she’d been forced to do so every week in her entrepreneur class. Their three programmers sat in a row, all with laptops open. Anya, the designer, hid behind a cascade of hair as she drew furiously in a sketchbook. Naoko, the CFO for hire, sat quietly, a hand resting lightly on a pile of printouts of the latest sales. Hanna felt even more nervous, knowing these people were betting their future on Jack and her. No pressure, right?

		Hanna took a breath, and tried to send it to her toes like her yoga teacher recommended.

		“Hey guys.” She looked at their faces for encouragement. Well, the faces she could see. Erik, the lead programmer, glanced briefly up from his laptop then returned to his work. Cameron and Sheryl, the other two programmers, stayed eyes locked on their code. Jack, sitting next to her, smiled at Hanna and nodded for her to begin.

		“We’ve got an announcement. We’re going to make a small, but we believe, significant pivot. We are going to focus solely on selling to restaurant suppliers.” She took them through the latest events and through the numbers Naoko had brought with her.

		Jack chimed in, “We are still bringing great tea from scrappy producers to fine restaurants. We’ve just found a more efficient and profitable approach.”

		Some in the team looked unhappy. Erik was particularly upset. For the first time, he looked up from his computer. “This is bull. This company was started to help farmers and small businesses! That’s why I joined.”

		He was a Midwestern boy, and had come to California to attend Berkeley, but stayed to avoid the Kansas winters.

		“These suppliers sell corporate teas. They don’t care about the tea farmers! They just care about profit.”

		Jack replied, “It’s good for those growers that they have TeaBee to protect their interests. We’ll make sure they get a good price, while reaching new customers.”

		Hanna chimed in. “Besides, most of them aren’t big enough or don’t have sufficient consistent supply to interest the restaurant suppliers. When I talked with the restaurants, they were concerned with consistent delivery. When I talked to the restaurant suppliers, they viewed the little guys as too little to be worth the effort until TeaBee aggregated the offering. We can make sure we can always offer a good green and black tea at a minimum.”

		Jack finished, “Now the tea producers can sell more tea. And, better yet, they can predict how much they are able to sell and know when to hire or even expand. This could be really great for everyone.”

		The team seemed to get the change finally, though Hanna noticed Erik had his hand cupped over his mouth, as if to stop himself from commenting. She wondered what was going on in his head.

		“Let’s discuss what this shift means.” Hanna drew a business model canvas on the whiteboard. “We’ve got a new customer now to consider—the restaurant suppliers. This means some changes. We’re going to have to hire some salespeople and a strong customer service department. Our sales have been based on Jack’s charm and my footwork.” She got a couple laughs there, as everyone knew Jack disliked the sales part of the job. He liked to schmooze and he often found new clients, but closing the deal, negotiating prices, and getting contracts signed—that was all Hanna. “We need people who know what they are doing. Each sale will be in the thousands, not the hundreds. TeaBee is about to be high touch.”

		Next, they talked through the OKR process, and went through the OKRs.

		Hanna led by writing the first OKRs up on the board.

		

		Objective: Establish clear value to restaurant suppliers as a quality tea provider.

		

		KR: Reorders at 70%

		

		KR: 50% of reorders self-serve

		

		KR: Revenue of $250K

		

		Then she added another set of OKRs.

		

		Objective: Build a valuable platform for restaurant suppliers to manage orders.

		

		KR: 80% repeat orders placed online

		

		KR: Satisfaction score of 8/10

		

		KR: Calls reduced 50%

		

		And then she added: “Objective: Build an effective sales team,” with KRs on that, and “Objective: Build a responsive customer service approach,” and added three more KRs to that goal.

		The team discussed if they could hit the goals, and reduced reorders to 60 percent.

		“After all,” Erik said, “We can move that number up next quarter, right?”

		As the conversation drew to a close, Cameron raised his hand. “But what about our current customers? The restaurants?”

		“Oh, we can keep them,” said Jack.

		Hanna’s head spun around. They could?

		She opened her mouth to disagree with him, then stopped. They were already introducing so much change to the team. And it wasn’t like they were going to go out and sell to new restaurants. She could talk to Jack privately later, perhaps, and form a plan to retire the restaurants gradually. She wasn’t avoiding conflict. She was picking her battles. Right?

		

		Hanna Attends a Tasting

		

		Hanna was inputting orders for the distributors when she felt someone standing near her desk. She looked up. Jack stood there, with his coat on, holding several cardboard boxes.

		“You about ready?” he asked.

		“For what?”

		“The tasting? At the XFlight Coworking space? You know? We need to go now, or we’ll get clobbered by the traffic.”

		Hanna stared at him, moving her thoughts from numbers to words. “Look, I need to finish putting in these numbers or Systovore won’t get their tea order.”

		“Why don’t they use the site?”

		“We talked about this. The site only lets you put in orders in increments of ten. At their size, they’d flip if they had to put in an order eighty times. Either fix the site, or leave me alone to finish this.”

		“I’ll wait in the car.”

		“It’s ninety-five degrees out there. The car will be an oven!”

		“Don’t let me die, then.” He stalked away with the boxes, muttering to himself. “I hate being late.”

		Hanna growled, but closed the file she was working on and headed out.

		They arrived in plenty of time to set up the tea samples. XFlight was a typical coworking space. It held six small start-ups of three or four people each in an open loft space. The desks looked Ikea, but the chairs were the usual expensive Herman Millers. It had a central kitchen that held a couple microwaves and a water dispenser. The glassware included branded coffee mugs and Mason jars. “Good thing we brought our own kettles and cups,” Jack chirped happily. “No one seems to care about actual quality, just looking hip in this joint.”

		Hanna felt better, more focused. She had blared disco the entire drive up, and was still humming “Car Wash” to herself as she set out the small glass teacups her mom had gotten wholesale. She would do this one tasting, then tell Jack, no more. Jack was loudly socializing with the general manager of the coworking space, running interference for her. A natural introvert, she preferred not to do any more small talk than necessary for survival.

		The evening progressed much as others like this had. They had done tastings at coffee shops and a couple bakeries. Jack managed to talk with everyone there, convincing people to try each tea. Hanna and the CEO of a travel app compared notes on angels they had each pitched. The tenants of the space left by eight o’clock, either back to their desks to code or off to find food. Hanna packed up, tired from interacting with humans and not relishing the drive back. Then she remembered she had one more order to put in. She sighed deeply and put down her box of cups.

		“Jack?”

		“Hmm?”

		“Why did we do this?”

		“We just closed an order with the office manager. Fifteen pounds a week! And our brand will be on the packages … that could help recognition.”

		“Recognition with who? It’s not like a restaurant supplier is going to be hanging out in this kitchen. That’s our customer.”

		“Okay, then a VC? Anyhow, we got a sale.”

		“To a coworking space! It’s not our focus!”

		“They can self-serve on the website. What’s your problem?”

		“I’m doing more data entry every day! You are supposed to be running product. So fix product!”

		“It’s in the backlog!”

		“Is that engineering for ‘go away’?”

		“No. Dammit. No.” Jack backed off. He looked puzzled, as if confused by her show of anger. But he would be; they never fought. They didn’t like fighting. She didn’t like fighting, anyhow. She didn’t like it now. “Look I’ll just cab it home today. That way you get on the road faster.” He was offering her a white flag.

		Hanna swallowed her distaste of conflict. She had to say something. “No. Jack. Before you call a car, you need to promise me. No more tastings. We agreed on our OKRs. These don’t move any of them forward. These are a waste of time.”

		Jack hesitated. He jammed his hands in his pockets, and then took them out again, as if chided. “These are useful. Networking.” His voice was softer now, a hint of doubt entering his voice.

		“No. I don’t think so. “

		And then suddenly, his attitude brightened. “Oh, you are nervous about the sales call with those Monterey blokes. Don’t worry! I’ll come along! Make sure everyone is chummy! Go! Chill out. Sleep.” And he took the box of cups out of her arms and went out the door as her jaw hit the floor. He had completely dismissed her concerns. Chill out? Hanna couldn’t chill out. And she certainly couldn’t sleep. Not with another order of twenty different teas to type in.

		

		Jack Commits to Quality

		

		Jack got into the office by late morning. He slowly locked his bike to a rack in the back. Hanna was an early bird, and Jack didn’t feel like rehashing last night’s fight. She’d apologize and he’d feel bad, or he’d apologize, and what if she didn’t forgive him? Anyway, he was going to feel bad. He just wanted to run a good company that made a good product.

		He’d seen so many of his favorite product designs get ruined over time. Even his beloved smartphone was now big and clunky in his pocket, when it used to be a joy to hold. When he’d worked over the summer for a company he’d always admired, he saw how product managers and business analysts threw over quality for quick returns. Then he realized why everything got worse: money. The business folks pushed to get an uptick by end of quarter so they could bag a bonus. No worry for customer experience or the reputation of the company! He decided then that the only way to assure quality and stay true to a vision was for him to start a company himself. Now he worried he’d get pushed into becoming one of them, those executives he’d resented, and give up his principles to keep TeaBee going.

		Perhaps if he just explained to Hanna why showing off their product quality at these tastings was so important. One needs a strong brand for strong word of mouth, and strong word of mouth meant getting tea into people’s mouths! Then people would understand how good TeaBee was, and the money would sort itself out. That’s what he’d do; he’d just explain it. She’d understand; she loved tea, too.

		When he walked in, he noticed her chair was empty. That meant she was out selling. His shoulders relaxed. He hadn’t even realized he was holding them tightly in. Well, conversation for another day. He headed over to his desk, but before he could sit, Erik waved him over.

		“Hey man, I saw something cool, and I stayed up doing a prototype. Check it.”

		Erik sat back in his chair, his long legs sprawling beneath the desk. He gestured toward the monitor with his slim, yellowed fingers. Jack briefly wondered how many cigarettes he smoked a day.

		Erik scrolled down the front page of the site. The navigation stayed put, while the rest moved. Then he kicked off the order form, which showed each field as soon as the last was correctly filled out.

		“Pretty slick,” said Jack, admiring the effects.

		Erik shrugged. “Just killing time while waiting on the bulk order spec.”

		Jack’s stomach tightened. “That would be on me. I’m about half there, but I had to stop for a bit. I was prepping for the tea tasting.”

		“Dude, don’t sweat it!” Erik said. “Seriously. Those restaurant suppliers should suck it up and type in their orders. They’re making enough money from ripping off farmers. Let them spend a little, create a data entry job at least.”

		The phrase “data entry” made Jack feel worse. “Hanna’s been typing it in, not the suppliers.” She’d been doing the work because he hadn’t written up a technical spec so Erik could code the new functionality.

		Erik seemed oblivious to Jack’s stress. “Anyhow, I don’t get it. Why are we making the middle man fatter? Wasn’t the point to help the farmers? And the restaurants? You know, the indies?”

		Jack liked meeting with restaurants. He liked doing the coworking spaces and the incubators. He did not much care for the corporate offices most of the suppliers had.

		“I think Hanna wants to be the next Starbucks, sometimes,” Erik finished up his rant.

		“Yeah, I dunno,” Jack finally replied “Seems like every time we meet up with an investor it’s at Starbucks. That’s what they want. The giant exit, the big return.”

		Erik nodded. “Well, good thing we’re watching out for the tea growers. Somebody’s got to.”

		“Yeah, mate. Right. The world has enough mass-produced garbage. We’ve got to show people what quality looks like!”

		“Dude. Exactly.”

		Jack returned to his desk feeling better. They had good tea, the packaging designs were looking good, the website was solid. Hanna’d come around.

		

		Hanna Talks Numbers

		

		It was late into the afternoon when Hanna finally returned. Sunlight streamed past the flip charts an engineer had taped to the window to try to reduce the light.

		She walked up to Jack, not even pausing to set her bag down at her desk. “Let’s talk.”

		She walked to the conference room.

		“We need the room, Erik,” she said as she entered. Her tone brooked no argument.

		He unfolded himself from the chair and carried his laptop back to his desk.

		Hanna sat down. Jack sat across from her, keeping the big table between them. On the wall were the OKRs posters he’d made at the beginning of the quarter. He wondered idly how many they’d reached so far.

		Hanna leaned forward. “Jack, you extended Anya’s contract.”

		He blinked. “Yup. We aren’t done.”

		“We can’t afford her. We can’t afford us! We are six weeks into the quarter. In a few months, we’re going to have to go out and try to raise money again. But our numbers are not moving. I don’t think anyone is going to invest.”

		Jack continued to stare at Hanna uncomprehendingly. He seemed unprepared for this conversation.

		Hanna glared at him. “Do you look at the dashboards I send you? Jack!”

		“Um, I’m not really a numbers kind of guy. But we closed XFlight! And the restaurant last week!”

		“And we lost a restaurant the week before. They went under. They do that. We are revenue neutral. Look, we discussed this. We need the suppliers. Just two more this quarter, and five next. And we’ll have strong numbers, strong enough to start fundraising.”

		“Can’t we just get a bunch of restaurants?”

		Hanna stared, speechless. She saw the moment Jack must have realized that they had had this conversation just two months before. But it was too late. She exploded. “We can’t close enough restaurants in time. Not without hiring a lot of salespeople, and that will increase our burn rate. Restaurants are slow and cautious and take forever to close. And when we do close them, they order only a pound of tea a week. One supplier is worth one hundred restaurants.”

		Hanna burned with fury. “Jack, your refusal to pay attention to basic economics is driving me crazy. If you were a designer in some big company, maybe you could nap during the math part of the meetings, but for heaven’s sake, this is your company!” Which wasn’t going to be his for long if they went under. She slammed her hand on the table, causing it to shudder. Jack took a step back.

		Hanna shook her head, frightened by her outburst, and sat down. She took a deep breath and continued, her voice low now, and more disturbing for the new calm it held.

		“Jack, if we can’t raise money, we’ll have to let people go. You know my mom’s restaurant? It wasn’t her first. My grandparents had a restaurant before she did. That’s where she learned how to run a place, and fell in love with the business. But during the economic downturn in the seventies, no one ate out. My grandparents tried to keep the place open, and they tried to keep the staff on. They didn’t want anyone to not have a job when things were so tough. But things didn’t get better fast enough. And the whole place went under. Maybe if they’d fired someone sooner and found a way to cut back …” Hanna leaned back in her Herman Miller chair. It was comfortable but it was expensive.

		She looked at Jack, showing none of the emotion she felt so keenly. “I can’t make that mistake.”

		“What are you saying?” Jack asked softly. He looked concerned, maybe even a little afraid.

		“I’m asking you to commit. Jack, what do you want from this?” She gestured around the room, covered with OKR posters, smiling customer personas, and website mock-ups. Jack’s work on the company surrounded them.

		“I guess I wanted a place to do things right. I wanted to find something wonderful, and find a way to help other people fall in love with it the way I love it. And I thought it would be fun.”

		He paused and leaned forward, elbows on the table, hands clasped in front of him. “And I thought it would be fulfilling. Every day I read the tech news and see people making things that change the world. I want to be part of that.”

		“Sometimes it is fun,” Hanna replied. “But you can’t do the fun part and leave the hard part to other people all the time. If we get this wrong, we will go under. And people will lose jobs. And no one will find out how great tea can be.” She managed a grin that was only half a grimace.

		Jack replied, “I’ll go through the dashboards, okay?”

		Hanna nodded. Jack sighed deeply, and Hanna wondered if he just wanted the conversation to end, or if he really planned to change.

		

		Jack Eavesdrops

		

		Jack sat at his computer with his headphones on. He had been listening to music, but it had stopped some time ago. He stared at Hanna’s dashboard. What were these numbers? She had the OKRs, but where did they change? How much were they making? What did they have left? Nothing looked familiar, but he was embarrassed to ask. Anyhow, Hanna was out on a sales call until four. Maybe he’d suck it up and ask to have it explained if he hadn’t figured it out by then. He figured if he just stayed with it, the numbers would eventually reveal themselves to him.

		Through the headphones, he heard the murmurs of Sheryl and Erik. He assumed they were discussing some bug triage, but then he caught a few words. “Hanna.” “Sell out.” He couldn’t help but tune in to their conversation.

		“Yeah, typical MBA bull,” he heard Erik say. “She just wants to make money.”

		“Maybe,” said Sheryl. Sheryl was not a talker.

		“Look. She’s got us in the pockets of the big companies. She’s probably setting up the company to flip. That’s what they teach them in ‘B-School.’”

		Erik made scare quotes with his fingers around “B-School.” Jack tried to hide that he was watching from the corner of his eyes. Yeah, he thought, an MBA doesn’t teach you everything.

		Erik continued, “Those people just drive revenues up, then they fire everyone to make a better bottom line. So they can get the biggest exit, see?”

		That didn’t sound quite so plausible to Jack anymore. That wasn’t Hanna’s story.

		Then he heard Erik say something that chilled him to his bones.

		“They won’t be getting me with any ‘cost-cutting measures.’ I still haven’t gotten the spec, so I’ve been making a few adjustments to the code in my free time. Good luck to any new CTO they want to hire. He won’t be able to figure anything out.”

		Jack had heard stories of engineers who wrote confusing code so they could never be fired. He always thought it was a Silicon Valley legend. A kind of engineering boogie man. He was wrong. He closed the dashboard, and opened the spec. Then he reopened the dashboard in his second monitor. And he sat like that, eyes flicking back and forth between them, trying to figure out what to do.

		

		Jack Gets More News

		

		The office phone rang. It rang so rarely, Jack jumped. Hanna picked it up, coolly answering, “Hello, TeaBee, Hanna speaking.” She paused, then continued, “Yes, fine, Philip!”

		It was one of the restaurant suppliers! Jack sat at the edge of his seat. Maybe he could get her to ask for a testimonial to help with sales on the site. He hovered, in case there was a pause.

		“I’m so sorry!” Hanna replied, her brow furrowing.

		So much for a testimonial, Jack thought.

		“Look, can we make it up to you? I can drive the tea over!”

		Now a long break as she listened.

		“I understand. Again, I am so sorry. Goodbye.”

		She hung up, and Jack walked over to her. Hanna let her forehead fall to her keyboard.

		Jack waited to be noticed. He understood what it cost to be interrupted.

		She looked up at him. “We lost Jefferson.”

		“What?”

		“Too many wrong orders.”

		Jack noticed she was wringing her hands, tangling her fingers together and apart over and over.

		“How is the bulk order flow coming, Jack?” she asked. “I can’t keep doing the order entry.”

		“Um, I handed it to Erik yesterday. I figured he should have something to do.”

		“Yeah. He should.” Hanna looked at him, her eyes going cold and empty. Her hands lay still in her lap now.

		“Okay, you can call Tenzo Farms.”

		“What?”

		“You can tell them that we won’t have any orders for them. Jefferson was the only one taking matcha. They have most of Japantown. Tell Tenzo they are losing their biggest customer, and hope they haven’t hired anyone lately to help with the increased orders.”

		Jack paled.

		Hanna turned away from him. “Go,” she said. “Go do it, Mr. President.”

		

		Hanna Gets Advice

		

		Hanna stood outside the Starbucks, hesitating. She wasn’t sure if Jim was the right person to go to for advice. But she didn’t know who else to talk to. Losing Jefferson had shaken her, shaken her faith in herself. Jack couldn’t help; he was the problem.

		She bought two espressos and joined Jim on the back patio. He stood and smiled as she handed him one of the cups. “Where’s Jack today?”

		Hanna hesitated, then said, “I wanted to speak to you privately.”

		Jim’s smile disappeared. His next words were kind enough, but his eyes flicked over her, assessing. “So what’s on your mind, kiddo?”
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		Hanna began, nervously. “Well, we’ve got some challenges. I was hoping for some advice.”

		Jim gestured to go ahead.

		“It’s Jack.” She took Jim through her litany of complaints. “And because of his insistence on farting around with these tastings and the packaging, instead of handling the technical issues we have, we’ve lost Jefferson.”

		She looked at Jim to respond, and it was as if the laugh lines around his eyes had been erased. His lips pursed slightly, then he laid both hands flat on the table. “He has to step into his role. Have you explained that to him?”

		“Yes.” Then she thought a second. “Maybe? I pointed out he was wasting his time.” But she only mocked him about being president. That was not the same. “I think he knows.”

		“Hanna, it’s not complicated. Tell him clearly. Then tell him again. When you are tired of saying it, people are starting to hear it. You’ve got to focus on the Objectives and Results, and you have to make sure he knows his role in getting there.” He sipped the last of his espresso. “Know your role as well. Your job as CEO is to set the goals and have the hard conversations. Go be CEO.”

		“I’m worried about the next round.” Hanna wanted so badly for Jim to tell her what to do.

		Jim shrugged. “Push comes to shove, we can get in a more seasoned exec.”

		Hanna froze. Her stomach leapt into her mouth and the espresso burned the back of her throat. She briefly wished she’d stuck with the bad tea she usually got.

		“I like you both personally, so I’m going to be honest. You’ve just told me you are falling apart. I’m your investor, not your mom. You get it together with Jack, or you remove him. You focus on fixing your numbers. Or I look for a way to get someone in to get the company to the next level. It’s not complicated. You’ve got the beginning of something, but the Valley is littered with the beginnings of good things.”

		It was not uncommon. She’d heard stories. Founders replaced with experienced executives forced upon them by their investors.

		“I’ll get there. I mean I’ll talk to Jack.” The espresso was making her heart race.

		“Good. I look forward to our next check in.”

		

		Hanna Gets More Bad News

		

		When Hanna got in, it was late. Jack still sat in front of his computer. The office was otherwise empty. Everyone else had gone home, unless Erik was lurking about in a conference room. She put down her coat, and was about to sit down when Jack strode across the room toward her.

		“What’s up?” she asked. She wasn’t ready to have “the talk” yet. She wanted to put together a game plan.

		“We need to talk.”

		Hanna looked down, hoping to stall. “Now? I’ve got more orders to enter.”

		“I think Erik is sabotaging us.”

		“Is he …” She looked at the conference room.

		“No.”

		“That’s crazy. Why?”

		“I overheard him. He told Sheryl he was obfuscating the code for job security reasons.”

		Hanna sat down heavily, on top of her bag. She stood, removed it, and sat down again. Jack perched at the edge of her desk.

		“Jack …”

		“I know.”

		He didn’t know, not by half. “We need a CTO. Soon. Neither of us knows enough code to know if this is true.” Her entire company was unraveling before her eyes.

		“It’s not about code. It’s about Erik. I knew he wasn’t behind the pivot, but this is over the top. He’s gossiping.” Jack swallowed hard. “He’s saying nasty things about you.”

		“We should fire him. Can we fire him?”

		“I don’t know.”

		Hanna opened her laptop, hands shaking slightly. Too much caffeine, she thought. “So, did you call Tenzo?”

		“I think we need to focus on Erik right now.”

		She knew then he hadn’t.

		“I … I need to think. Let’s sit down tomorrow. I need to digest this.”

		She felt utterly alone.

		

		Jack Makes a Call

		

		Jack spent the morning not calling Tenzo Farms. He’d never delivered bad news before. He’d never fired anyone. He’d never even told a client off, though he had wanted to many times.

		He spent his afternoon not calling them as well. He knew he’d either have to call them by six, before they went home, or first thing in the morning. Hanna would be in his face tomorrow. He left his desk and headed to the Bayshore Trail.

		Their little office was off the frontage road of Highway 101, in the swath of land between the road and the Bayshore Park. It was populated with a variety of start-ups, consulting companies, and odd businesses, from animal hospitals to educational services. A large bookkeeping company anchored one end, a tiny airport enjoyed by fresh-minted millionaires the other.

		Everyone walked the bay when they got stuck on a hard problem. Hanna liked to have her one-on-ones walking on the trail, unless there was a confidential matter. He missed their walks here. It seemed like every time they talked these days it was confidential. But here was nature, a good antidote to days of humming screens.

		He had thought that having a start-up was a good idea. Designers pretty much never founded start-ups, it seemed like. They were scared of the money thing. Now he wondered if they were really afraid of being in charge. He’d taken a year off between college and grad school and done a bunch of consulting. It was easy: Make the client happy. Now it was confusing. Who was the client? And no one was ever going to be happy.

		He’d tried calling Jefferson to talk them into a second chance. That went over like a lead balloon. They were done. They’d told Hanna they were done, and they seemed annoyed by having to tell him the same thing. Jack worried Hanna might bust him for wrecking a chance to close them later.

		In the end, he decided to do the call to Tenzo from his cell, on a bench, looking at the salt flats.

		He dialed the number.

		“Hi, this is Jack from TeaBee. May I speak with Atushi?”

		“Hey! It’s me. How are you doing? How are things in start-up land?”

		“Hey. Um, well, not great.”

		“Okay. What’s up?”

		“Well. I have some bad news. Jefferson has stopped working with us. We are not going to have any more orders for matcha after the seventeenth.”

		Silence on the end of the phone.

		“Are you still there?” Jack asked.

		“I’m here,” Atushi answered. “I just don’t know what to say. Can we fix it? Was it a quality thing?”

		“No. It was …” Jack felt bile rise in his throat. “It was us. We ballsed up an order, and they cut us off. I’m sorry.”

		“Okay. Got it. So we’ll have to adjust next month’s … we have a really good guy who was working part-time. We were talking about converting him.” Jack heard Atushi’s disappointment. “… but now … sorry, that’s my business. Thanks for letting us know quickly. Appreciate it.” Atushi’s voice was now firm, but not angry. Jack heard the pain, though. A small business was always teetering, he had learned. He was the one who had given it a nudge in the wrong direction today.

		“Sorry, mate.” Jack had nothing else he could say. He looked for some bit of cheer to offer but came up empty. “I’m sorry.”

		“Yeah. Me, too.” Atushi sighed. “Talk later.” And he hung up, not waiting for Jack’s response.

		Jack sat for a while. A heron landed in the small creek, a beautiful explosion of white wings on blue water. Jack found no comfort in it.

		That was it, he decided. He couldn’t just focus on product. He had to design the entire business. He had to understand the whole thing, and make sure every choice was the right one. For the first time, he realized TeaBee wasn’t just deliciousness in a good-looking box. It was the people he worked with and the conversations they had. It was the plans they made together. It was even the damn numbers. His business was an ecosystem, and he was more a gardener than designer. He had to get better at his job.

		He stood, jammed his fists in his hoodie pockets, and walked back to the office.

		

		Out of Time

		

		The call with Tenzo Farms lit a fire under Jack. For about a week. Hanna kept typing in orders, and got the front-end dev, Cameron, to double check them before she committed them. It was a slower process than before, but they couldn’t afford to lose another supplier. Cameron didn’t seem to mind. He sat next to her and flirted as he looked over the numbers. Hanna wasn’t sure how she felt about that, but decided it was far from her biggest problem right now and ignored him.

		Hanna left Cameron double checking the orders, running his finger along her monitor as he tracked each line carefully. She approached Jack, sitting at his computer. “So, we’re launching bulk order flow this week?”

		“Yes, yes. I am just changing a couple things after usability testing.”

		“The best is the enemy of the good,” Hanna muttered.

		“Huh?” Jack grunted, head down.

		“Never mind. Just launch. I’ll buy some Nukey Brown for the launch party.” Newcastle was his favorite. Pricey, but it made him happy. Anything to get the damn thing out.

		“We’ve got a tasting at Daily Bread tonight,” Jack mentioned hesitantly.

		“You are kidding me.”

		“Sorry, it was set up months ago!”

		Hanna’s eyes wandered to the OKR poster. Damn, it had grown invisible in the weeks it had been up. The next step now stared at her: “Robust Sales Team.”

		She turned back to Jack. “You have a tasting to run. I have Objectives to hit. Good luck with that.”

		She scooted back to her desk to get a job posting up. She paused again, trying to decide when to talk to him about what she learned from Jim. But maybe he was getting better on his own?

		And quite suddenly, the end of the quarter arrived.

		

		Numbers

		

		Hanna pulled Jack into the conference room again to review their OKRs. Again they kicked out Erik, who bragged, “I’ve shaved half a second off the load time of the homepage!” When Jack told him to “sod off” this time, it was considerably less friendly.

		Hanna laid out the printouts of their OKRs on the table and pulled out a red pen to circle misses. They looked at the reddening sheets of paper.

		“Sales team?” asked Jack.

		“Frank’s great, but he’s one guy. I didn’t get the ad up until halfway through the quarter.” She pointed at ‘50% of reorders self-serve.’ “And this?”

		“You know. We launched the new bulk order system last week.”

		“Yeah, I’ve got the usage numbers somewhere.” She shuffled the papers around. “Okay. Hmm, 15 percent so far.”

		“Well it was new. I didn’t want to piss off any of the customers. So I just told a couple restaurants and one of the suppliers about it.”

		Hanna let out a long, shuddering sigh. “I suppose that’s right. I just wish we’d gotten it out sooner.”

		She paused, gathering her thoughts. “Have you got that satisfaction survey you ran last week? Did we get enough results to get a read?”

		Jack pulled out a colorful printout of a survey with one hand, while chewing at the skin around his thumbnail. “Um, yes, I think it’s enough responses. The results are … they are … uneven, I think I’d say.”

		“So, not that KR.”

		“No.” Jack looked chagrined. Customer experience was his baby.

		She pulled out the sales numbers. “I’ve been watching this one.” She pointed to revenue. “Close, but not close enough. There was a little uptick here and I thought we had it.” She pointed to the end of month two. “But then Jefferson …”

		The pain of the loss of Jefferson sat between them like a poisonous toad. They stared at the chart.

		“So,” Jack said. “Zero?”

		“Zero.” Hanna said. “We made zero OKRs.” The weight of the red ink made her exhausted and angry. “This is bullshit!” she yelled. “How did we not make any of the OKRs? I mean, I know we were supposed to make them hard, but it’s like nobody even tried!”

		It’s like I didn’t try, a voice in her head said.

		It’s like Jack didn’t try, said another.

		“Hey, we got the new branding system up!” Jack replied. “And we’ve been helping the restaurants with the website. We improved the checkout flow for them. But …” his voice trailed off. “None of those things were things we agreed to focus on.” He put his hands in his hoodie pockets, looking down at the papers in front of him. They both knew nothing he did was there.

		Hanna stood looking at him, lips tightly pressed together. Then she turned on her heel and strode out of the conference room. She had to get out of that room. Only bad things happened there.

		Jack chased her. “You can’t walk out on this. We need to finish.” He spoke in a low tone. The office was still full.

		“Why? It’s clear enough. We fucked up.” Tears lurked behind her eyes. She had to stay angry or it was going to get embarrassing. “My mom always said, ‘In times of crisis, people go back to the thing that made them successful. Even when it’s not the right thing to do.’” Hanna knew she and Jack were both scared, leading a company for the first time. “You focused on design and usability for the old customers. And I went out and sold, instead of building a team who could do it.” Her voice rose, cracking with emotion. “And now we don’t have numbers that justify investment. I don’t think we can turn it around.”

		Suddenly she noticed the office had grown silent. Filled with embarrassed horror, she headed toward the front door, to escape to the bay.

		Jack’s cell phone vibrated in his pocket. He glanced at the display: Jim.

		“Hanna, hold on!” he shouted, then answered. “Jim,” he mouthed, pointing at the phone.

		“Jack? Jim. Can you kids swing by the Starbucks? I am talking to a fellow here, and I think you ought to meet.”

		“Be right over! Fifteen minutes!” he said brightly.

		Hanna glowered. “Great. Great. I am not ready to have this conversation. We didn’t hit our numbers.” Her voice rose again. Jack’s cheeks now flushed with embarrassment, but she didn’t lower her voice. She was too angry. “What are we going to tell him?”

		“So the OKRs didn’t work. I mean, it’s hardly our fault. It’s his system, we did it, and it didn’t do anything. It’s just another Silicon Valley fad.”

		“Jack, do you honestly think it was the OKRs’ fault?” Hanna hissed.

		“I can’t say. It’s a system that’s supposed to help us kick arse. And we didn’t kick anything.”

		Hanna lowered her voice. Her anger had become a deadly calm. “Something certainly didn’t work.”

		She grabbed her jacket with the car keys and strode out the door. Jack followed, all eyes in the open office watching as their founders stormed out the door.

		

		Hanna and Jack Meet a New Player

		

		The drive to Starbucks felt too short. Hanna realized halfway there the car was silent; she had not even thought to plug in her music. Jack stared out the window, away from her.

		Hanna slid her Civic into a tight space between two minivans, and Jack sucked in his breath to slide out of the passenger side. But he didn’t complain as he usually did about giant American cars.

		As they approached the back patio, they saw Jim sitting across from a dark-haired man in his late twenties, draped across the chair like he owned the place. He had close-cropped hair, dark aviator sunglasses, and a tattoo peeking out of his black T-shirt. As they got closer, they saw the T-shirt was of a My Little Pony version of Dr. Who, and the tattoo was the RSA-perl program. His nerd credentials were fully in order.
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		Who was it, Hanna wondered? Another seed investor? He’d never invest once they confessed their failure.

		Jim waved toward the empty seats at the table. “Hello folks! I may have found your CTO.”

		“No pressure,” the alpha geek grinned.

		So this wasn’t to be a numbers review, Hanna thought as she sat down. Her stomach unknotted slightly.

		Jim introduced his guest. “This is Raphael. He just left SOS.”

		“The game company?” Jack asked.

		“Yup,” said Raphael.

		“Congrats on the IPO,” said Jack.

		“It was okay.” His grin widened, telling another story.

		Jim made up for Raphael’s lack of chattiness. “Before that, he was at a start-up that was bought by Google.”

		“Aqui-hire. And I worked on Orkut, so …” He shrugged. Getting your company bought for the talent was still a respectable exit, and landing at Orkut, Google’s first experiment trying to build a social network, was hardly embarrassing.

		“So why aren’t you on a beach somewhere?” Jack asked.

		“I’m not done. Games are great. I had some juicy problems. But I want to do more.”

		Hanna took a look at Jack. Jack sat upright, listening intently.

		Raphael went on, “I’ve been reading about the single original coffee that high-end coffee shops offer. It’s allowing coffee growers to sell directly to roasters, at a much better price. It’s improving lives in coffee-growing countries. I don’t see why it couldn’t be done for other markets!”

		He paused and drank from his cup. “Jim has been telling me what you’ve already done, and I think this could make a difference in a lot of lives.”

		Jack began to throw off his doldrums. “Exactly … instead of paying low prices for tea, and blending good and bad into mediocre, we can bring great tea to everyone!”

		Raphael cocked his head. “Why does that matter to you?”

		“I care about quality,” Jack said. “I can’t stand badly made things. My mum, she loved bargains. She’d buy anything as long as it was on sale. I had twenty pairs of jeans, none I could be seen in out of the house. And one pair of 501s, which I wore every day. If you can experience something well made, well designed, you know the difference. I know we can do that here.”

		Hanna had never asked herself why Jack was such a perfectionist. She’d just written it off as a designerly quirk. Now she saw he was on a mission as well. It just wasn’t the same as hers. Maybe if she could get Raphael to join, she’d have someone sensible to partner with.

		Maybe she could close the deal by sharing her passion.

		She jumped in. “Plus, think of the people whose lives we’ll change. For example, Wakamatsu Farms was founded by the first Japanese immigrants in California. It’s now a cultural heritage site that has just started producing tea again. We’ll be able to place that tea in restaurants to help raise money for restoration of their lands. And there is a family farm in Hawaii I was chatting with this morning who would love to be able to get their tea to more people. We can do that, if we can succeed.”

		“That’s exactly what I mean!” Raphael pounded his fists on the table so that the cardboard cups shook. “Work that raises the bar! Work that makes the world better by giving entrepreneurs a way to compete against industry.”

		Hanna felt excited, and yet … she also felt she was selling a lie. There was no way she could let him join without talking about their OKRs. And Jim should know, too. Better she bring it up than wait until he asked. She slid her hands under the table so she could turn her rings, fidgeting privately.

		“There is something we should talk about, before we go any further. We set several critical goals last quarter, and we met none of them.”

		Jack shot her a look like she had just betrayed them. Maybe she had, but she couldn’t bring Raphael in under false pretenses.

		“We set five Objectives, one around value, one around providing a platform, one around sales and …” She trailed off. She couldn’t remember the other two. She looked to Jack. He shrugged. Well, it hardly mattered now. “We gave them all Key Results in the form of hard metrics. And we did not make any.” She took a long breath, looking around the table, then back to Raphael. “I understand if that might make you think twice about joining us.”

		To their surprise, Raphael chimed in, cheerful as ever. “You’re doing it wrong,” he said. “No, seriously, I used them at my last two jobs. They work, totally. But five OKRs? You can’t even remember them all. How can your team? Carville, the dude who ran the Clinton campaign, had a hard time keeping Clinton from doing his policy wonk thing. Every time he got on stage, he wanted to talk about education, foreign policy, energy, all that. And Carville said, ‘If you say three things, you say nothing.’ You know, keep it simple stupid. It’s the economy, stupid. Focus on one key message. Same things with OKRs. Plus your weekly check-ins go on forever if you have that many Objectives!”

		“Weekly check ins?” Jack queried. “We try to stay pretty meeting-free at TeaBee.”

		Raphael shook his head. “I get it, but you can’t just set goals up and hope they happen. You have to execute against them as a team. That means check-ins. Just like the daily stand-ups and weekly planning we do in Agile. It can be a good, useful meeting if you have a framework you use every week to guide the meeting.” He grabbed a napkin and unfolded it on the table. The creases divided the napkin into four quadrants.

		He dug a Sharpie out of his laptop bag and wrote: “Objective,” followed by three “Key Results.” He then wrote “5/10” after each KR.
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		“Okay, so you got that the Objective is the inspiration for the quarter, yeah? And the Results are what happens if you do the right things. It’s easy to forget them, though, because every day something cool shows up. So every Monday you look at them. And you ask, are we closer or farther from making these Results? We used a confidence rating at SOS. We’d start the quarter with each Key Result at five out of ten.”

		“Fifty percent confidence? A fifty-fifty shot at making it?” asked Hanna.

		“Exactly. Goals aren’t divided into regular and stretch goals. They’re all stretch goals. And they need to be hard. Not impossible, just hard. Impossible goals are depressing. Hard goals are inspiring.” Raphael looked around the table. Hanna was now leaning forward, and Jack back, the opposite of a few moments before. He continued. “So each week, you have a conversation. You say, have we gone up or down? If you are dropping to two out of ten from eight out of ten, you want to know why. What changed? Helps you learn as well as track.”

		Jack spoke up. “No way, mate. We’ve got tons to track. We can’t just ignore our other metrics.”

		“I have to agree with Jack here. We can’t just stop paying attention to everything,” Hanna agreed.

		Raphael shook his head. He moved his pen to the lower right and wrote: “Health.”
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		“Hang on. Here, in the lower right, we put health metrics. These are things we want to protect while we shoot for the moon up here.” He pointed to the OKRs.

		Hanna and Jack glanced at each other, checking to see if the other was also confused. Raphael took a deep breath.

		“Let me explain. Let’s say we pick an Objective that’s about radical pipeline growth. We’re trying to get as many suppliers and distributors partnering with us as we can, right?”

		The founders nodded in unison.

		“Well, we don’t want to forget our current customers in the rush to get new ones. So maybe we do this.”

		He wrote: “Customer Satisfaction: Green” in the lower right. “This way we force a discussion each week about whether our customers are still happy. Lots of stuff can go here.”

		He wrote “team health, code health, orders, revenue” in a list. “But just like with the OKRs, we want focus. So we’ll pick a couple to talk about each week with the entire company, and we can review the rest less often, just us chickens.”

		“Customer satisfaction is a must,” said Jack. “Maybe code health? We don’t want bad code.”

		“Bad code can become a problem easily,” Raphael agreed.

		“No, look, guys,” Hanna interjected. “Code is code, but we are more a relationship business than a tech company. Let’s get real. I like the Objective to be around sales, but health of the team, or better yet the bottom line, really seems more important.”

		Raphael replied, “OKRs are the thing you want to push, the one thing you want to focus on making better. The health metrics are the key things to continue to watch. Making them the same doesn’t make a lot of sense.”

		“What about customer satisfaction and team health?” Jack questioned. “We don’t want to burn people out.”

		“I wouldn’t mind people working a bit more,” replied Hanna.

		“You don’t need people to work more, you need people to work on the right things,” Raphael replied. “Let’s focus on that first. Let’s put down customer satisfaction and team health and sit with that for now. So now we have goals on the right, what we want to push on and what we want to protect.”

		He moved to the left side of the napkin, and wrote “P1” three times and “P2” twice.
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		“Here you write the three to five big things you will do this week to affect the OKRs. You share them, so you,” he nodded to Hanna, “can question if we are spending time on the things that will get us our Results.”

		“Hey, I do more than three things a week,” Jack complained.

		“This isn’t some contest to show who does the most busywork,” Raphael replied. “You don’t list everything you do. You list the things that must happen or you’re not going to make your Objectives. Life always gives you plenty to do. The secret is not forgetting the things that matter.”

		“Yes, yes, yes. What’s in the last slot?” Hanna asked, pointing at the lower left. She felt renewed and inspired.

		“I call that ‘heads up.’ It’s the pipeline of important things you expect to happen in the next month. That way marketing, engineering, sales and all don’t get caught flat-footed when something has to be supported.”
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		“So we go through this all every week?” Hanna asked.

		“Yep.”

		“And we talk about each point? I can call out folks who are doing things that don’t meet our goals?”

		“That’s your job.”

		“I think this might work.” She bit her lower lip thoughtfully. “I really think this just might work.”

		They made plans to have Raphael join them Monday as interim CTO, so he could try on the company and so they could try him out as well. But Hanna felt it was a done deal. He was their perfect technical cofounder. She felt a bit less alone.

		

		The Executive Team

		

		The Sunday before Raphael started, he met with Hanna and Jack at the Palo Alto Café. The little coffee shop was mostly empty at this early hour. While Starbucks and Philz had lines out the door with commuters filling up, the PAC’s first customers were the TeaBee team and a dad watching his toddler climb under the secondhand wooden tables that furnished the place.

		Hanna and Jack were rabidly loyal to the PAC. It was one of the few coffee shops in town that really cared about tea and had been TeaBee’s first customer. It was typically quiet until ten, when families, retired folks and writers would settle in to while away the long hours of the day. It was one of the last few cafés free of entrepreneurs and VCs pitching each other.

		The newly bonded executive team began planning.

		“Shall we introduce Raph here at the team meet?” asked Jack, casually truncating Raphael’s name.

		“Why not,” Hanna replied, “They just be wondering who he is otherwise.”

		“Yep. And maybe you could send an email announcement tonight,” Raphael added.

		And then Jack looked at Hanna, raising an eyebrow. “Erik?”

		She thrust out her chin. “Go for it.”

		Jack ground his molars together, then spat out what they were both thinking about. “Raphael. There is a guy on the team. He’s … well, he’s been messing with the code. Obfuscating it. So other people can’t work on it.”
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		“Fire him,” Raphael replied.

		“Well, we thought … I mean … you are the CTO now. You could look and see, then fire him if you can.”

		“Nope. You hired him, you fire him. I’ll deal with whatever has to be dealt with after.”

		“But aren’t you worried?”

		“It’s not a complicated system. If I need to, I’ll rewrite it. But you cannot let a bad apple stay put. They poison everything, like the saying. You need to fire him and you need to do so by end of day tomorrow. Then walk him out. If he’s done what you’ve said, you can’t let him near his computer once he’s let go.”

		Hanna looked at Jack. “You’re head of product.”

		Jack looked at Hanna. “You are CEO.”

		Hanna paused, sipped her extremely excellent tea. She thought about her mother, and her grandparents. She thought about Tenzo and the other tea producers.

		Then she said, “Damn right. He’s gone.” She took another pause and looked at Jack. “And if things don’t change, you are next.”

		Jack wasn’t sure she was kidding.

		His first Monday, Raphael came in at eight. Hanna sat typing away at her desk. She gestured vaguely at him and went back to typing. Soon she smelled coffee, and she smiled. He’d found the stash Cameron kept in the freezer.

		At ten, with the office full, Erik strode in. Hanna stopped typing. Showtime, she thought. She nodded to Raph, who was camped next to her on an empty desk. They got up and walked Raphael over to the engineering pod to introduce him to his new team.

		“Is that coffee I smell?” Erik asked, accusingly.

		“Not everyone can start their day with tea.” Raph smiled.

		“Don’t I know it!” replied Cameron.

		Erik frowned, his first insult having missed its mark. “Look, I get you’ve built some big-name games. But I gotta warn you, tea might look simple, but it’s not. We’ve rolled our own system for order management here. It’s hard to handle the rapidly fluctuating supply, but I’ve got an algo that predicts it.”

		“Good to hear,” Raph replied.

		“You are familiar with algorithm design?”

		“I’m okay. I worked on search at my last two companies.”

		Hanna interrupted the interrogation. “Erik, can I talk to you about an issue in the conference room? Before we start the meeting?” she asked.

		“Um, I just want to do a few more things.”

		“Now,” Hanna insisted.

		He shrugged and reached for his laptop.

		She placed her hand lightly on the docked machine. “We don’t need that.”

		Erik rolled his eyes with a “whatever” expression and followed her into the conference room.

		Hanna sat, gesturing for Erik to do the same. Erik stayed standing.

		“Erik, we know what you’ve been doing with the code. That’s not acceptable here.”

		Erik jammed his hands into his jeans pockets. Hanna waited. She struggled not to say anything into the silence. She counted the seconds, keeping silent. He opened his mouth, but it seemed an eternity before he said anything. As if he was fitting words on his tongue until he found the ones that felt right.

		“What you are doing with the company is not acceptable!” Erik spat out. “This is not the company I joined!”

		Hanna began to prepare her next words. Before she could say anything, though, Erik started back in.

		“The gamer guy? What is that? Prepping for an IPO? You bring him in just so you can raise another round? Do you care about the farmers? Do you care about people?”

		Hanna was aghast. What could he be talking about? They were years from any kind of decent exit, much less an IPO.

		“Erik, look. We’ve been pretty clear we’ve been looking for a CTO for a while …”

		“What is this place becoming? Unless we go back to dealing with restaurants, I quit.”

		He stood there stock still, daring her to argue. Demanding she beg him to stay.

		She looked back at him, appraising all six-foot-five inches of tobacco-stinking, code-muddling, snake-in-the-grass anarchist. And when his shoulders drooped just a little bit, she replied.

		“I think you misunderstand my point, Erik. You’re fired.”

		When Hanna and Erik stepped out of the conference room, Jack and Raphael were waiting for them. Raphael had boxed up Erik’s things while he was in the meeting, and he handed it to Erik as he walked by.

		Erik looked startled. “Hey, can I get some personal stuff off my work laptop?”

		Raphael looked at Jack, tilting his head slightly. Jack coughed, as if to clear fear from his throat, and replied, “Sorry. Because of the circumstances of your departure, we cannot allow that.”

		Erik leaned over Raphael, looming above the slight Hispanic man. “You are doomed, you know.”

		“Probably.” Raphael shrugged. “It is a start-up.”

		Erik threw a last longing glance at the laptop, but he shambled toward the door. Hanna followed him out.

		“We’ll need to change the security code,” Raphael said to Jack.

		Jack stood there, letting the reality of it sink it. “Bloody hell. She did it,” he said.

		“She is the CEO. And Erik was endangering the company. We’re too precarious, too new, to let things like that slide.”

		“I get that. I just think …”

		Raphael turned from the door to look him in the eyes.

		Jack continued. “I’m going to step down as president. We don’t need a president. But we need a head of product. What I really care about is making sure we have high-quality products.” He paused. “But is that what TeaBee needs? I’ve spent so much time doing stuff we don’t need, not paying attention to real problems. I don’t know if I can really be CPO. Or VP of product or whatever it’s called.”

		Raphael sat back on the edge of a desk. “None of us know if we can do it. That’s why they say ‘fake it until you make it.’ You don’t think I’d like to go hide in Notepad, just code for a while? Man.” He looked down at his shoes for a moment, then back into Jack’s eyes. “Just pretend you know what you are doing, and focus on your Objectives. Trust that the OKRs will keep you from sliding back into old habits. That’s why I like OKRs so much. They hold me to my promises, even when I feel like sliding back into my comfort zone. Dude, we’re all making it up.”

		Jack let out a long sigh. It felt good to know he wasn’t the only one who felt like an impostor.

		Raphael picked up a stapler off the desk, and turned it as he continued, “We need to commit to each other, and to our company and our goals. Then, we just execute like madmen.”

		And with a laugh, he stapled several times into the air.

		Jack laughed, too.

		Hanna walked back in.

		“Well?” asked Jack.

		“He’s gone. Let’s get going. I’m in a mood to get things done.”

		They headed into the conference room where the rest of the team waited.

		Jack opened the meeting by introducing Raphael.

		“Hi folks. If you missed the email last night, this is Raphael. He’s coming on as interim CTO, and if we behave, perhaps he’ll even consider joining permanently.” There were a couple polite smiles from Naoko and Cameron, but many of the team had their heads down in their laptops. It was like talking to robots.

		Hanna stood. “Folks, we’re going to make more changes than just having Raphael join us. First, I’d like everyone to close their laptops. We need everyone’s attention.” She waited.

		All laptops closed, except Sheryl’s. “I’m just finishing up a bug …” Sheryl said, holding up a finger.

		“I think that bug will be there when the meeting is done.”

		The room sat silently until Sheryl shut her laptop.

		Hanna opened up discussion on the OKRs from last quarter.

		“Most folks did not hit their OKRs last quarter …”

		The team exploded into excuses.
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		“We had some problems with the performance of the site!” said Sheryl.

		“We had to deal with wrong orders and late deliveries to Los Gatos!” Cameron chimed in.

		“I don’t think we’re marketing right,” Anya suggested.

		“We didn’t hire a second salesperson,” added Naoko.

		“And that’s okay,” Hanna interjected.

		The team quieted.

		“I mean, not okay, but rather … to be expected. I’ve been asking around.” She nodded toward Raphael, “And it seems many teams fail the first time they try to do OKRs. It may take us another quarter to get our OKRs right.”

		Sheryl said, “Do we have time for this? We’re too little for this kinda big company thing, aren’t we?”

		Hanna was ready for this. “Google started with OKRs when they were a year old, and it worked for them. Many small companies become big companies because of OKRs. And guys, we may not have made our OKRs, but we should be grateful they showed us we’ve got a problem with focus.”

		Silence. Hanna continued. “So we’re making a few changes to how we do it this quarter. First of all, we are only going to have one OKR for the company. We need to focus on the one thing that will make or break us, and that is our relationship with the suppliers.”

		She looked around the room. The team’s faces mostly looked blank, but Raphael’s twinkling smile encouraged her to continue.

		“Second, we will set OKRs for each group that tie back to the company goal. Third, we are going to set a confidence level for our Key Results. Each one should be five out of ten level of belief we can hit them. All our goals will be stretch goals. Most important, we are going to check in on our OKRs and what we are doing to accomplish them every single week, in this meeting.”

		The team still looked grim. Some, like Sheryl and Cameron, leaned forward in their seats. They were with her.

		“We have a new format we’d like to use for our weekly status meeting. We’ll be sharing our priorities and our confidence changes. This is not a report card. It’s a way to help each other meet our goals and stay on track.”

		She drew a four-square on the whiteboard.

		“From now on, we’ll use this as our format. It shouldn’t take you more than ten minutes each week to update this model. The first one may take a bit longer of course, but after that it’s just edits.

		“Here in the upper right we’ll list our OKRs. As well, we’ll list the confidence level we have that we’ll actually hit them. Here are our company’s from last quarter, as an example.”

		She wrote:

		

		Objective: Establish clear value to restaurant suppliers as a quality tea provider.

		

		KR: Reorders at 85% 5/10

		

		KR: 20% of reorders self-serve 5/10

		

		KR: Revenue of $250K 5/10

		

		Then she continued, “Notice all my confidence levels are five? That’s because I want them to be really bold, but not impossible. If we can hit two out of three, I’ll be pretty proud of us. I’ll update the company’s confidence each week. Raphael will do engineering’s, Jack will do product’s, including design, Frank will do sales’, and Naoko finance.”

		“I want you guys to feel free to ask why my confidence is going up and down. This is a discussion document.”

		Jack joined her to the left of the board.

		“Here in the upper left, we’ll list the top three things we’re doing this week to meet the Objective. We will mark them with the priority, P1 for must do, P2 for should do. We won’t even list it if it’s less than that, and we won’t list more than our top four. Focus!”

		He wrote:

		

		P1: Close deal with TLM Foods

		

		P1: New order flow spec’d

		

		P1: 3 solid sales candidates in for interview

		

		P2: Create customer service job description

		

		He said, “You may want to occasionally add a P2 if you think the group might want to be aware of some task you are doing, but the goal is not to tell people about every little thing. Just the big stuff, the stuff that they can help with, or at least should be aware of. We know you are working hard. We just want to make sure the right things are getting done.”

		Then he filled out the lower left.

		“Here is where you’ll give a list of the most important things that you’re planning to work on next. This is just to keep us all on the same page, in case we need to buy servers or get marketing ready. List the big things that are happening in the next four weeks or so.”

		Finally, Hanna pointed to the right-hand bottom. “These are going to be our health metrics. We’ll be driving the team forward pretty hard, so we want to make sure everyone is okay, not getting burned out or feeling left out. What do you think our second health metric should be?”

		There was a vigorous conversation where people threw out things they thought should be tracked, like code health and customer satisfaction, but finally they committed to the happiness of the restaurant suppliers. That would keep everyone focused on the new customers.

		“We’ll set it red, yellow, or green. I know that is a bit imprecise, but we want to get a gut feeling about how we are doing and talk about how to fix it. For example, on customer satisfaction, red would be if we are losing customers, yellow if we think we are about to.” She paused, feeling a little nervous. She had no idea how the next part of the conversation would go. “Where should we set it today?” asked Hanna.

		“Yellow,” said Cameron. Jack and Hanna turned to their normally easygoing engineer. “Um, well, when you guys are out selling, I answer the phone. Sheryl doesn’t like to, and Erik’s always got headphones on. Always had. And the suppliers, they ask me stuff about how the website works a lot. I don’t think they actually like it.”

		Jack grimaced ruefully. He was supposed to be the one paying attention to users. “I know. We’ll fix that this quarter.”

		“And team health is red?” Jack ventured. “Because of the changes?”

		“Yellow,” Sheryl retorted. “Erik wasn’t as important as he thought he was. We’ll see how new guy does.” She smiled, and the team laughed as they realized she was joking.

		Hanna finally relaxed. If the taciturn Sheryl was joking, maybe they had a shot at this working. “Okay, folks, now let’s set this quarter’s OKRs!”

		Cameron frowned. “Aren’t you going to give them to us? Like last quarter?”

		“Nope,” Hanna replied. “Let me ask you a dumb question. Should we replace this conference table?”

		“Hell no,” said Cameron.

		“Why not?” asked Hanna. “It’s wobbly, and if we hire two more salespeople, we’re not going to all fit around it.”

		“We can’t ditch it! I remember when we first moved into the office. It took Jack and me three hours to figure out the instructions and get it built.”

		“There you go. We value the things we make together. We’re going to set our Objectives together. We’re going to pick Key Results as a team. And we are going make them as a team, too. This is our company. We succeed or fail together.”

		And then the team went to work on their new OKRs and priorities.

		

		Hanna, Friday, One Month Later

		

		“Demo!” Raphael shouted. His engineers got up and started hooking up a laptop to the big-screen TV, and pulling chairs around it.

		“That means everybody!” he hollered. “Come on you, sales!” He hadn’t quite managed to remember everybody’s name yet. And then, “Hanna, put down that spreadsheet and join us! Beer!”
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		Hanna had forgotten about demo day. Raphael had warned he’d be taking over the office Fridays around four. He planned to demo the work the engineers had done that week. She stretched, sighed at the work she now wouldn’t be doing, and strolled over to the back of the group. A normal Friday was the founders working late, as various employees sheepishly left one by one. The week ended with a whimper, not a bang. Would today be different?

		The engineers shared the code they’d written, demo-ing snippets from the new restaurant supplier support interface. Even the reticent Sheryl shared a rework of the database to allow for an API for the supplier reorder system. Hanna was relieved. Finally, work toward their actual Objectives!

		Then as Hanna thought things were going to end, Jack jumped up. He gestured Anya to plug in. “We’ve got a few new directions for the restaurant supplier information pages we’d like to share.”

		Hanna was excited to view the mock-ups. Yet more progress toward their shared Objectives! As well, she’d been kind of wondering what Jack and Anya did all day. Seeing the design in various stages of completeness made her realize it was pretty complicated stuff. In fact, she felt better about both teams. Which made her wonder what everyone else did all day.

		When they were done discussing the new designs, Hanna moved to the front of the group.

		“Folks, this was great! But I know we’ve got more to share. Frank? Any sales?”

		“Well, I’ve gotten a little company called Tasteco to sign.”

		Hanna barked an uncharacteristically loud laugh. “Damn! I’ve been after them forever! That gets us into the Midwest! Congrats!”

		Then Jack interjected, “Well, Hanna? What have you been up to?”

		Hanna shook her head. Only Jack could put her on the spot like that.

		“I found us a part-time customer service person! Her name is Carol Lundgren, and she built E-Pen’s customer service team. She’s a mom who’s putting her kid into preschool, so she’s looking for a place that is willing to be flexible with her working hours. So we were able to scoop her up!” The team burst into spontaneous applause.

		So the TeaBee team went on, drinking beer and sharing the week’s stories. Hanna found herself giddy with all the amazing progress they’d made. And more important, the mood of the room had changed. It was hard to believe just a month ago they’d been moping around, feeling incompetent.

		Jack came up to where Hanna perched on the edge of a desk and sat next to her, close enough to speak quietly and not be overheard.

		“I ended Anya’s contract early. Today is her last day.”

		“What? The mocks looked great!”

		“Yes, but I can take over if we need any revisions. The work she was doing was not a P1. It wasn’t helping the OKRs.”

		Hanna looked at the leaves floating in the bottom of her cup of Dragon’s Fog. She thought perhaps she saw a tiny gallows and she frowned.

		“Hey now! Don’t fret! Designers are the hottest commodity in the Valley! She’s already got another gig. If we don’t focus on keeping this company afloat, she won’t be the only one job hunting.”

		Hanna smiled softly. “You are singing my tune.”

		The team made Friday celebrations part of their weekly rhythm. Each Monday, they’d plan together and commit to each other. They would have the hard conversations a young company has to. And each Friday, they’d celebrate. Some weeks, when it felt like they were never going to make their OKRs, the Friday “wins session” (as they started to call it) gave everybody the hope to keep trying. It was incredibly motivating. Everyone wanted to have a win to share, and would work hard during the week to find one. The team began to feel like they were part of something magical.

		

		Happily Ever After?

		

		A quarter later, the team had a very different check-in. They had accomplished every Key Result. The team was jubilant and burst into excited chatter.
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		Raphael poured water on their excitement. “Hey guys, this isn’t good. Are we sandbagging?”

		“Sandbagging?” Jack asked.

		“You know, setting goals we know we can make. To feel good about ourselves. Instead of setting real stretch goals.”

		The room fell silent. Hanna gritted her teeth. She silently prepared to overcome an inevitable morale drop.

		Then Jack spoke up again. “Well then, we’ll just have to set proper brutal goals this time. I’ve seen you on Fridays. We can kill it!” Hearing their dour Brit use Silicon Valley slang made everyone laugh. The team dug in and set their hardest goals yet.

		

		Hanna, Six Months Later

		

		The next quarter, the team gathered again to review their quarterly goals. As Hanna predicted, the team did not fit around the conference table. Carol sat with her customer service team at chairs against the wall, slightly behind the sales team. Mindy, the newest member of customer service, flirted unapologetically with Frank. But Hanna couldn’t bring herself to worry. While this time around they had only hit two of the company’s Key Results, they were two critical ones that Hanna had doubted were possible to achieve.
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		Jack nearly tap danced as he led the team through setting the next quarter’s goals. Not only were the suppliers all reordering through the site, TeaBee had gotten their first new business lead through it.

		Meanwhile, Raphael had flown down to Argentina and made connections with local farmers there. Now they had small producers of Yerba mate providing their herbal tea for the suppliers to buy. Sarah, their new head of marketing, had a game plan to create a Yerba mate craze.

		It wasn’t all celebrations. Sheryl had gotten bored, now that the hard problems were done, and she resigned. But she left on decent terms, and between the Friday celebrations and Raphael’s tireless reminders of the company Objectives, the engineering team grew and thrived. TeaBee was a good place to work, and was becoming a good place for the tea growers of the world.

		

		Hanna, One Year Later

		

		Hanna sat at her desk, staring at her email. It was done. They had closed the Series A. They were funded! They were set for at least a year! She spun around in her chair to look for her boys. Jack and Raphael sat hunched over a monitor, and Raphael was pointing at something on the screen. “No smudging!” Jack scolded, and they both laughed.

		Hanna sighed. Everything was easier now. Each week they shared their goals. Each week they pushed each other and supported each other. Each week, the numbers went up. She watched the guys talk back and forth about the new buyer dashboard, easily exchanging ideas. Even disagreements were easier now.

		Hanna sat back in her chair and cupped her hands around her freshly brewed Longjing. Perhaps she’d save the good news. Tomorrow was the Friday wins session. It’d be nice to have the best news to brag about.

		

	
		

		The FRAMEWORK

		

		

		

		The Framework

		

		Why We Can’t Get Things Done

		

		We all have things we really want to happen. Maybe it’s a trip to Thailand or to go back to school. Yet year after year passes and that goal is still only a goal, and not a reality. If you are a CEO or a manager, you want things for your company. You want to move into that new market, or figure out mobile, or build a competency in an area where you are weak, such as design or customer service. Yet even in the most successful companies, the thing we have determined must happen, often doesn’t.

		Why is this? If it is important, then why doesn’t it happen? I believe there are five reasons.

		

		One: We haven’t prioritized our goals.

		

		There is an old saying, “If everything is important, nothing is important.” Too often we have many competing goals that all seem equally important. And they may feel equally important, but if I asked you to stack rank them instead of choosing between them, you could probably put them in order of importance. Once you’ve prioritized them, choosing to work on them one at a time has a much higher likelihood of success.

		It’s the same with a company, only worse. With so many people running around, you are sure you can get many goals to move forward. But the reality is, running a company takes work all by itself. Each day people are running hard to stay in place: fulfilling orders, stroking customers, minding hardware. Add to that the background noise of a half-dozen goals, and you assure very little beyond the bare necessities will happen.

		By setting a single Objective with only three Key Results to measure it, you can provide the kind of focus needed to achieve great things despite life’s little distractions.

		

		Two: We haven’t communicated the goal

		obsessively and comprehensively.

		

		“When you are tired of saying it, people are starting to hear it.” —Jeff Weiner, CEO of LinkedIn

		

		Once you have picked the goal you want your team to focus on, you have to reiterate it daily. But it’s not enough to talk about it. You must weave reminders into every aspect of company life. Progress toward the goal must be marked in status meetings and weekly status emails. Projects must be evaluated against the goal. To set a goal and then ignore it is an easy recipe for failure.

		By continually repeating the goal every Monday in the commitment meetings, in the weekly status emails, and in the Friday wins celebrations, we assure that the goal is in the front of everyone’s mind and tied to all activities.

		

		Three: We don’t have a plan to get things done.

		

		Once we know the one thing we must make happen, we think willpower is enough. “Just Do It,” right? Wrong.

		When people want to lose weight, they do better with Weight Watchers than willpower. When people want to get fit, they do better with personal trainers than willpower. That’s because willpower is a finite resource. This was shown in a famous 1998 study by Roy Baumeister, in which subjects forbidden to eat a bowl of radishes were able to work twice as long on unsolvable math problems than those who had been forbidden to eat freshly baked chocolate-chip cookies. (I also learned that it doesn’t take much willpower to skip eating radishes.) After a long day of not quitting your job, killing your coworkers, or hitting Reply All on that email chain, trying to turn down a slice of birthday cake is beyond anyone’s will.

		You need a process that helps you make sense of the work you need to do and keeps you on track even when you are tired. The process reminds you what to do, even when you don’t feel like doing it. The original OKR system was just a way to set smart stretch goals. But the system around it—commitment, celebrations, check-ins—makes sure you continue to make progress toward your goals even when you feel more like eating a cookie.

		

		Four: We haven’t made time for what matters.

		

		“What is important is seldom urgent, and what is urgent is seldom important.” —Dwight Eisenhower

		

		The Eisenhower Box is a popular time management tool. Most people focus on the lower right, where you stop doing what is unimportant and not urgent. But how many people take the upper left seriously and schedule what must be done? Urgent things get done, both important and unimportant, because we feel keenly the pressure of time. Unless we bring that pressure to other important things, they will continue living in the land of tomorrow. And because we live in the land of today, we never do them. Block out time to do what matters.

		There is nothing as invigorating as a deadline. By committing every Monday to work toward the Objective, you assure you’ll be held accountable to progress.
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		Five: We give up instead of iterating.

		

		“Happy families are all alike; every unhappy family is unhappy in its own way.” —Leo Tolstoy

		

		When I work with clients to implement OKRs, I give them a warning: You will fail the first time. They do all fail, but they all fail in their own special way.

		Maybe a company will find they have sandbaggers, and they manage to make all their Key Results in the first try, because no one ever sets hard goals. This is a company that is afraid to fail, and has never learned what a stretch goal really is. The next cycle, they have to push themselves farther.

		Maybe a company is the opposite, and no one makes their Key Results, because they are constantly over-promising and under-delivering. This is a company lying to itself. It needs to learn what it is actually capable of.

		The most common fail is not tracking efforts toward OKRs. I’ve seen any number of companies set OKRs, then ignore them the rest of the quarter. When the last week of the quarter shows up, they seem surprised when no progress has been made.

		Successful companies are all alike in the same way: After they fail, they try again. They learn from the failure and adjust their approach. The only hope for success in any endeavor is iteration. This does not mean blindly trying the same thing over and over again. I believe that is the definition of insanity. Instead, you track closely what works, and what does not, and you do more of what works and less of what doesn’t. The heart of success is learning.

		

		A Path to Success

		

		Making your goals is not complicated. It’s merely hard. Hard like “eat less and exercise more.” It will take discipline and practice.

		

		Pick which goal matters most, and not be greedy and unrealistic and try to do everything at once.

		Clarify conceptualizing that goal: What does it look like, when is it accomplished, what exactly do you want?

		State that clear, conceptual goal in all messaging, over and over, until everyone understands and pursues it.

		Make a plan that will keep you moving forward, even when you are tired and disheartened.

		Dedicate time to accomplishing the goal, instead of endlessly hoping for a tomorrow that never comes.

		Be ready for failure, ready to learn, and ready to try again.

		

		Part One of this section is devoted to the core concepts of using OKRs, whether you are a tiny start-up or a group within a larger organization. Part Two focuses on implementation, exceptions, and variations of the core rituals.

		We start our journey to our dreams by wanting, but we arrive by focusing, planning, and learning.

		

	
		

		Part One: The Fundamentals of Objectives and Key Results

		

		This section of the book covers the key concepts

		of the OKR methodology.

		

	
		

		

		Why Objectives

		and Key Results Matter

		

		While OKRs have been adopted by companies all over the world now, that wasn’t the case when I first encountered them in 2011 at Zynga. Back then, Zynga was a start-up trying to change the world by connecting people through games. I can only speak to the time I worked at Zynga, but while I was there, it was one of the fastest growing companies in the Valley. Like any company, it had its dysfunctions, but I vividly recall how good Zynga was at accomplishing its goals and how it constantly got smarter as an organization. OKRs enabled Zynga to focus many disparate “studios”³

		

		on what was really important to the company as a whole, empowered those studios to make their own choices on how to realize that strategy, and enriched the company with proprietary information that fueled unprecedented growth.

		How did Zynga find OKRs? The framework of what would eventually become Objectives and Key Results came from Intel, where Andy Grove implemented Peter Drucker’s Management by Objective system. John Doerr, former Intel executive and now partner at Kleiner Perkins, evangelized OKRs to all the start-ups he invested in, including Google and Zynga. Both companies embraced the system and used it to unify and energize their companies. Many more companies have adopted OKRs, such as LinkedIn (which adopted OKRs after I had moved on) and General Assembly (where I taught in 2013). OKRs have been an effective accelerant to their growth. Over the last six years I have used OKRs in both my professional and personal life with great results. When I quit Zynga, I was burnt out physically and mentally. Today I am a bestselling author and I have my dream job teaching in Stanford’s computer science department. OKRs work if you are a person or a company.

		When I first left Zynga, I advised start-ups. I found again and again start-ups struggled with a painful and potentially deadly lack of focus. Even start-ups who had found product-market fit found it excruciating to get their employees to all work towards that validated vision. All start-ups are racing against the ticking clock of running out of funding. They have to get the kind of results that open up a VC’s pocketbook before they start to miss payroll. How could I help these start-ups focus on what mattered? I think you know.

		

		What are OKRs?

		

		OKRs stands for Objectives and Key Results. The form of the OKRs has been more or less standardized. The Objective is qualitative, and the Key Results (most often three) are quantitative. OKRs are used to focus a group or individual around a bold goal. The Objective establishes a goal for a set period of time, usually a quarter. The Key Results tell you if the Objective has been met by the end of that time.

		OKRs are a goal setting and achieving method. It’s not a complex system, but it can be hard for companies to change their habits. When you are first adopting OKRs, be prepared to learn about your company’s strengths and weaknesses. Then correct your missteps and try, try again.

		In this book, I will talk about an OKR set when referring to a given group of an oObjective with its Key Results. I will refer to OKRs when we mean the methodology; which includes setting, checking progress weekly, and grading at the end of the time period (often quarterly).

		

		How to Write a Good Objective

		

		Your Objective is a single sentence that is:

		

		Qualitative and Inspirational

		

		The Objective’s job is to get people jumping out of bed in the morning with excitement. And while CEOs and VCs may jump out of bed in the morning with joy over a 3-percent gain in conversion, most mere mortals get excited by a sense of meaning and progress. Use the language of your team. If they want to use slang and say “own it” or “kill it,” use that wording. If they say “delight” and “transform,” that’s the language for that team.

		

		Time Bound

		

		It’s common to take on too much work or too little the first couple of times you use OKRs. But with practice you’ll learn to size your objective. Early stage start-ups will rarely have an annual Objective (there are some exceptions, such as biotech, banking, and medicine) and usually just set quarterly OKRs. Larger companies need annual and quarterly OKRs. Examples such as “Bring our world-class product to the world” and “bring our world-class product to Canada” show how hard sizing can be. Can we really bring our product to all of Canada in three months? Or can we bring it to British Columbia? Maybe just Vancouver? You just have to make your best guess, and learn at the end of three months if you over- or undershot.

		

		Actionable by the Team Independently

		

		This is less a problem for start-ups, but bigger companies often struggle with OKRs because of interdependence. Your Objective must be truly yours, and you can’t have the excuse of, “Marketing didn’t market it.” This means some teams won’t have OKRs but will instead use the company’s or the product team’s OKR sets to prioritize their support work.

		An Objective is like a mission statement, only for a shorter period of time. I think of it like this: A mission is an Objective for five years, and an Objective is a mission for three months. A great Objective inspires the team, is hard (but not impossible) to do in a set time frame, and can be done by the person or people who have set it, independently.

		Here are some good Objectives:

		

		Own the direct-to-business coffee retail market in the South Bay.

		Launch an awesome MVP that delights product managers.

		Transform Palo Alto’s coupon using habits.

		and some poor Objectives:

		Sales numbers up 30%.

		Double our userbase.

		$2 million in revenue.

		

		Why are those bad Objectives bad? Probably because they are Key Results.

		

		Key Results

		

		Key Results take all that inspirational language and quantify it. You create them by asking a simple question, “How would we know if we met our Objective?” This causes you to define what you mean by “awesome,” “kill it,” or “pwn.” Typically, you have three Key Results, but I’ve seen as many as five and as few as one. Key Results can be based on anything you can measure, including:

		

		Growth

		Engagement

		Revenue

		Performance

		Loyalty

		

		If you select your KRs wisely, you can balance forces like growth and performance, or revenue and quality, by making sure you have the potentially opposing forces represented.

		“Launch an awesome MVP” might have these Key Results:

		

		40% of users come back twice in one week

		Recommendation score of 8

		15% email newsletter open rate

		

		If you haven’t worked with these metrics before, trust me, these are hard. If you don’t have a baseline for a metric you wish to measure, just make a guess. By the end of the quarter, you’ll be a lot smarter.

		

		Basics of Setting Key Results

		

		Start by looking at your Objective, for example, “Our customers love us so much they are our sales team.” Now ask, “If our customers were our sales team, what numbers would move?” I often look at the Objective and see if there are words that could be quantified. In the example above, “love” becomes NPS⁴

		

		and “sales” becomes referrals. Both are measurable outcomes.

		

		KR: NPS >7

		

		KR: Referrals +25%

		

		KR: “How did you hear of us” survey results: Friends and Family up 20%

		

		Using OKRs helps you move the team from output thinking to outcome thinking. It may take a few tries, but you will be more successful once you focus on outcomes.

		I like to develop Key Results using a technique called “freelisting.” Freelisting is a design thinking technique. To do it, simply write down as many ideas on a topic as you can, one idea per sticky note. You put one idea on each sticky so you can rearrange, discard, and otherwise manipulate the ideas you have generated. It is a far more effective way to brainstorm, and results in better and more diverse ideas. Make sure you give people a tiny bit too much time, so they move past the obvious and into the more innovative.
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		Then the team should stack rank the metrics. The metrics that are the best indicators of progress go at the top of the list and ones that are less trustworthy go to the bottom. Finally, think through the consequences of these Key Results. In High Output Management, Andy Grove talks about “pairing indicators:”

		

		Indicators tend to direct your attention toward what they are monitoring. It is like riding a bicycle: you will probably steer it where you are looking. If, for example, you start measuring your inventory levels carefully, you are likely to take action to drive your inventory levels down, which is good up to a point. But your inventories could become so lean that you can’t react to changes in demand without creating shortages. So because indicators direct one’s activities, you should guard against overreacting. This you can do by pairing indicators, so that together both effect and counter-effect are measured.

		

		Sometimes your health metrics act as counter-balances to the OKRs, and I’ll cover them later in the chapter. But sometimes you want to lend nuance to your Objective. Customers love us? Revenue might be one indicator, but so might customer service calls (they should go down). Want to sell more units, but don’t want sales using deception to move product? You may wish to also set a satisfaction score. Common pairs include long term/short term, qualitative/quantitative, process/outcome, internal/external. These pairs make sure that, in the words of Grove, “both effect and counter-effect are measured.”

		Some things to consider as you develop Key Results:

		

		Do we have a baseline? You may have to measure something for a month or two before you are comfortable setting Key Results.

		How easy is it to measure? I remember talking to a group who wanted to fix their boring meetings. Attendance was suggested. I asked, “Do you really want to measure that?” They could have, but they chose not to. They believed no one would remember to do it.

		Is it a strong signal or a weak signal? How confident will you feel if this number is met?

		

		Can Project Completion Be a KR?

		

		If you make a Key Result a project, you are locked into it even if it doesn’t work. You don’t want to commit to a tactic that may turn out to be a bad choice. Instead, you want to aim for an outcome. Let’s pretend your OKRs look like this.

		

		O: Customers love us so much, they are our sales team.

		

		KR: New self-service help area

		

		KR: Love-driven marketing with TV commercials

		

		KR: Customer service completes sales training

		

		It is completely possible to achieve every single one of those Key Results and not have any number you care about move. Revenue could stay flat. Acquisition could go down. Retention could do a belly flop. Once your team is checking to-do lists instead of watching metrics, you’ve institutionalized self-delusion.

		

		Ask Questions about Tasks to Find the Real Metric that Matters

		

		When frontline teams set their OKRs, they will stick tactics in there. Engineers, designers, and product managers are solutions people. If you spot a task or project listed as a Key Result, ask a few questions:

		

		Why this project? Why is it important?

		What will it accomplish? What will change?

		How do you know if it’s successful?

		What numbers will move if it works?

		How does that tie into the company’s Objective?

		

		If you get an OKR from your reports that looks like this:

		

		O: New self-serve help area

		

		KR: Better search

		

		KR: New FAQ

		

		KR: Forums

		

		You can push and ask questions until it becomes this:

		

		O: The company helps our customers succeed when they are struggling.

		

		KR: “Did this help” rating rises 15%

		

		KR: “Problem resolved” rating on FAQ improves 30%

		

		KR: Peer-to-peer help forum has DAU of 2K (down from 10K)

		

		Do the hard work of coaching people until you see that your reports are thinking in outcomes not projects. If a Result is a result, you can change your tactics until the numbers move. If a Result is a project, you have locked yourself into achieving it, even if you find out it’s the wrong approach.

		Key Results must be results for OKRs to empower teams.

		

		KRs Should Be Difficult, Not Impossible

		

		OKRs are always stretch goals. Start by asking yourself, “On a scale from one to ten, how confident am I that we can make this goal?” A confidence level of one means “never gonna happen, my friend.” A confidence level of ten means “easy as falling off a log.” It also means you are setting your goals way too low (often called sandbagging). In companies where failure is punished, employees quickly learn not to try. If you want to achieve great things, you have to find a way to make it safe to reach further than anyone has before. If you only have a fifty-fifty shot of making this goal, it’s probably the right level of stretch. If you’ve ever done yoga, the instructor encourages you to reach until you feel the stretch but not so far that you feel pain. If you feel pain, you are in danger of injuring yourself. It’s the same with setting goals: Set goals too hard and the team may burn out and quit. Set them too easy and the company may become weak and die.

		Take a hard look at your Key Results. If you are getting a funny little feeling in the pit of your stomach saying, “We are really going to have to all bring our A game to hit these …” then you are probably setting them correctly. If you look at them and think, “We’re doomed,” you’ve set them too hard. If you look them and think, “I can do that with some hard work,” they are too easy.

		Some companies set committed and aspirational OKRs. “Committed” is what you know you can do and “aspirational” is what you hope you can do. This adds complexity to the goal-setting process. Throughout the book, I’m going to prod you to simplify your OKRs. OKRs work best when they can be held in people’s memory. The more OKR sets you create and the more complex you make them, the more likely it is that the team will not remember them when they must quickly prioritize one activity over another. Don’t overcomplicate your goals.

		

		The Metrics First Approach to Setting OKRs

		

		Sometimes when setting your OKRs, a team member comes up with a Key Result first. Many people, especially those in business, product management, or sales think in numbers, not inspiring statements. But just like when a teammate suggests a task as a Result, you can have a conversation about what that number tells us. For example, your CEO demands that revenue grow to five hundred thousand dollars per month. You need to ask your CEO, what does that number tell us? Is it that we’re ready to raise a series B? Is it that visitors are becoming customers at a high rate? Are users screaming, “Take my money, please?” Every number has a story to tell, and that story is your Objective. Once you have your Objective, you can ask yourself if there are other good metrics to watch. Let’s say we decided on “ready to raise the next round.” You might choose retention, conversion, or engagement numbers for the other KRs.

		Having three Key Results is not required, but it is a good way to triangulate success. Retention balances revenue, to make sure your team isn’t just squeezing a few bucks out of customers for a short-term lift. Let the Objective and Key Results inform each other.

		

		Prerequisites

		

		The OKR process is not a silver bullet. There are companies and situations where it is not the right choice for managing your company’s efforts. For example, if you are considering adopting OKRs in order to better control your employees’ activities, that won’t work. OKRs are based on giving employees freedom to decide how to get to the outcomes you want. If you want to use OKRs to get ever-increasing productivity in a toxic culture, OKRs will just look like a new kind of whip to your employees. And if you are doing a dozen different things in a dozen different markets and are unwilling to give that up in favor of focus, well, good luck with that.

		OKRs are most likely to work when a company has a strong mission and when the company hires great people and then trusts them to do great things.

		

		First, Check Your Mission

		

		Most start-ups resist creating a company mission. It seems like an exercise in big company propaganda and not something Lean and Agile folks should be fiddling around with. This is a waste. Almost all start-ups start with a mission, even if they haven’t written it down. (And don’t forget, big companies were start-ups once.)

		If you think that you create a start-up to make money, you are misinformed. Ninety percent of start-ups fail, according to a recent study by Allmand Law⁵

		

		. If it’s a payout you want, it’s a much safer proposition to join a Wall Street consulting firm. But if you want to change the world—an already ridiculous goal—you can do worse than starting a company to do it. Which means you think the world needs changing. Which means you probably have a mission in your back pocket.

		It probably started with the founders saying, “If only students could figure out which teachers are actually good,” or “I wish there was an easier way to share videos with my parents in Poland,” or “I wish I could get decent tea at my favorite café.” Then a little poking around led to the realization there was a market that wanted the same problem solved. Finally, that led to a mission, “Know who knows how to make you know,” or “Connecting far-flung families through easily shared memories,” or “Bringing great tea to people who love it.” They don’t have to be great works of poetry. They do have to be simple and memorable, and act as a guide when you decide how to spend your time.

		A good mission is short enough everyone in the company can keep it in their head. Great missions are inspirational yet directed. Google’s early mission was so powerful that even non-Googlers know it: “To organize the world’s information and make it universally accessible and useful.”

		Amazon’s is: “We aim to be Earth’s most customer centric company. Our mission is to continually raise the bar of the customer experience by using the internet and technology to help consumers find, discover and buy anything, and empower businesses and content creators to maximise their success.,” which, even if you forget the rest, you can remember the first part about being customer-centric. Zynga’s is the simple: “Connecting the world through games.” And if you get a coffee at Philz, you can ask anyone there and they’ll tell you their mission is to “better people’s day.”

		Your mission is short and memorable. When you have a question in your daily work life, the mission should be top of mind to help you answer.

		To make one, start with this simple formula:

		We [reduce pain/improve life] in [market] by [value proposition].

		Then refine. As you can see from some of the shorter missions above, just value proposition can be enough.

		Now I know you may change markets, or add a business model as you go along, but try to make a mission that can hold you for at least five years. In many ways, a mission and an Objective in the OKR model have a lot in common; they are aspirational and memorable. The key difference is time scale. An Objective takes you through a year or a quarter. A mission should last a lot longer.

		A mission keeps you on the rails. The OKRs provide focus and milestones. Using OKRs without a mission is like using jet fuel without a jet. It’s messy, undirected, and potentially destructive. Once you have a mission, selecting each quarter’s Objectives is straightforward. You are no longer faced with a crazy world of possibilities. You can have a conversation about what will move the mission forward. You can fight about sequencing. But once the dust has settled, you can pick the one big, bold thing you will do because you know where you are going.

		

		Second, You Need a Strategy

		

		“Strategy is knowing what not to do.”

		— Michael Porter

		

		Objectives and Key Results can only be set if you have a strategy.

		All organizations balance resources between strategic activities and reactive activities. Strategic activities are planned efforts to gain traction in the market. Reactive activities are how you respond to the world around you; when you either try to recover from negative events or exploit positive ones.

		For some companies, the 2020 pandemic was a disaster. Many conference organizers had to cancel their events or try to move them online. For other companies, the pandemic meant unprecedented growth. Online meeting tools had more demand than they could handle. It is very easy to end up in reaction mode all the time, between life’s tiny disasters, like a well-established company suddenly deciding to move into your market, and world-wide disasters such as the economic collapse caused by the pandemic. Strategy is what you do to make the company resilient. It’s what you choose to do rather than what you are forced to do by external forces. While a company can be made or broken by external events, their long-term survival depends on having and executing a strategy.

		Let me show you an example.

		When a company begins, they start with a small market of early adopters they can really delight. But at some point, they run out of new people in that market to convert to customers. They have a critical decision to make: Do they start trying to acquire people in a new geographic location or a new demographic, or do they meet another need for the market with which they already have a relationship? After research and experimentation, they will pick a direction. The OKRs will come out of that. Will it be, “Bring our world-class product to the world” as an annual Objective and “bring our world-class product to Georgia,” as your quarterly, or will it be, “Solve all a business traveler’s needs, not just scheduling” for an annual OKR and “Delight our customers by offering alternative flights and hotels for last-minute changes,” as a quarterly. Pick a direction, set an OKR around it, and start to get traction on it. You can always have a do-over next quarter with your learnings increasing your chance of success, or switch strategies if the first one doesn’t pan out.

		It doesn’t have to be a perfect strategy, but in its absence, you risk wasting time and resources. For start-ups’ pre-market fit⁶

		

		, the OKR is always “get to product-market fit.” But as that company grows, it’s important to plan that growth.

		

		Third, Practice Metrics Thinking

		

		The OKR methodology requires the ability to measure critical metrics and then move them. Some companies I work with have not instrumented their site or app and thus have no baseline to work from. Many pay attention only to traffic and clicks. But a few stop to ask themselves, “What does this number actually tell me?” A wedding site gets a lot of daily active users (DAU) but only for a few months. Is that okay with you? Click through is nice, as it indicates good conversation, but is it sustained? Was it gamed by a product manager looking for a bonus or will it continue to be successful over time? What are the most commonly searched for items? Are you monitoring your search logs, or just digging them up as you need them?

		Alistair Croll and Benjamin Yoskovitz say, in their excellent book Lean Analytics:

		

		“A good metric is comparative. Being able to compare a metric to other time periods, groups of users, or competitors helps you understand which way things are moving. Increased conversion from last week” is more meaningful than “2% conversion.”

		

		A good metric is understandable. If people can’t remember it and discuss it, it’s much harder to turn a change in the data into a change in the culture.

		

		A good metric is a ratio or a rate. Accountants and financial analysts have several ratios they look at to understand, at a glance, the fundamental health of a company. ou need some, too… .

		

		A good metric changes the way you behave. This is by far the most important criterion for a metric: what will you do differently based on changes in the metric?”

		

		Everyone on the product and services side of the company should know what the most important metrics are. If your company or parts of the company are bad at thinking about what numbers matter, you might want to spend a quarter instrumenting⁷

		

		your products and creating a baseline before trying OKRs.

		

		Finally, Make a Safe Place for Learning

		

		“There’s no team without trust,” says Paul Santagata, head of industry at Google.⁸

		

		We’ve all worked in a place where no one felt safe enough to speak up. In that context, very little learning happens, and none of it can be social. To have an effective team, you must have psychological safety.

		I wrote The Team that Managed Itself because this is a complex topic deserving of hundreds of pages, not hundreds of characters. Here’s the short version: Bringing a group of people into a room isn’t enough to make them a team. An effective team requires personal connections and psychological safety.

		People don’t feel safe unless they feel connected.

		Unfortunately, Americans are weird about showing their human side in the workplace. Work is treated like another world, where we are machines instead of people with histories and feelings. A leader’s job is to unite the team; one tactic is to create social opportunities where team members can talk about their kids, their life, and their family. Building opportunities to see “that engineer” as “Joe, who loves to knit with his daughters,” leads to better team dynamics. This doesn’t have to be a company picnic or enforced happy hours. It can be as simple as starting meetings with “share something awesome that you saw this week in one sentence,” or starting a new team with an “introduce each other” exercise. The details shared are an excuse for conversation, and conversation leads to friendships. A leader models and encourages an atmosphere where humans genuinely care about each other and can give caring feedback with a helpful attitude. That group of humans then grows as individuals and as a team. You’re going to need that mutual empathy when time comes to discuss why numbers are going down when they should go up.

		If you want to build psychological safety in your team, another approach is to create formal expectations of how to work together. When working with clients, I lead teams in creating a lightweight team charter that everyone agrees to adhere to. The charter can and should evolve as the team reflects on the quarter’s work during the larger OKR reflection meeting. It’s critical that it’s built by the team themselves, not handed down from management. The act of making one reveals possible conflicts in expectations and teaches a team to understand each other’s points of view.

		

		Creating a Team Charter

		

		Once you’ve brought everyone together, ask them to talk about the best teams they’ve ever been on. What worked? What didn’t? Then ask about the worst teams they’ve ever been on. From those starting points, you build rules of engagement. How do we want to work as a team? Are we going to talk through Slack? At stand-up meetings? Do we take notes or have agendas? What happens when someone does something out of line? The point of this exercise is not just the final product—the point is to allow people to speak up, to be uncomfortable, to debate, to have a conversation. By making agreements together out of those hard conversations, the whole dynamic at work changes. Instead of people walking around with resentment after something goes wrong, we build an opportunity to make it go right together. We also agree on what will happen when it doesn’t. This reduces uncertainty and increases safety.

		Inevitably, situations will arise when there’s a mismatch between the needs of an individual and a team. For example, if you are a conflict avoider, you still may need to work with a team that believes in arguing everything. That will be hard regardless of the expectations you’ve set, because your natural mode of behaving is different than the culture. A good team charter lets you know what you’re in for in advance. Then you can adapt or choose to leave, without feeling resentful because your expectations weren’t met.

		Take the time to set ground rules and build personal relationships. It will make your OKR meetings more honest and effective. And that will accelerate every other result you have.

		

		Why a Project Completion Can’t Be a KR

		

		All those lovely ideas you have for projects get moved into your pipeline. Pipelines are more suited to OKRs than Roadmaps.

		To avoid semantic arguments, I’ll define Roadmaps as a plan for our desired future and Pipelines as a collection of ideas of projects that might get us to our desired future. Roadmaps have dates. Pipelines use impact/effort/confidence to prioritize the best ideas. By saying Pipelines are preferable to Roadmaps, I simply mean that Pipelines give you flexibility as you try to reach your Objective. If you call it a Roadmap but treat it like a Pipeline, that’s fine. The critical idea is that you have a long list of potential solutions to try out.
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		If you have a Roadmap, you’ll want to dismantle it and put it in a Pipeline format. Then you want to brainstorm more potential solutions. You don’t want just one idea to make your OKRs; you want a breadth of choices. See if you can get at least five potential projects that will move a given Key Result. Then evaluate them.

		

		

		
			
				
				
				
				
				
			
			
					Project
					OKR/Health Effected
					Impact
					Effort
					Confidence/Evidence
			

			
					Sign-up redesign
					Acquisition
					Low
					Low
					Usability studies show sign-up is confusing.
			

			
					Social media registration
					Acquisition
					High
					Medium
					Comparative research shows this is common.
			

			
					Enhanced privacy settings
					Satisfaction
					Unknown
					High
					There has been a spate of negative press around privacy.
			

			
					Internal Wiki
					Team health
					Medium
					High
					90% of the teams are upset because they spend too much time chasing assets and research.
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		As this table shows, a Pipeline lets a leader quickly assess which efforts are more effective and which aren’t. At this point, the leader can make a go/no-go call or ask for more research. For example, perhaps the registration team could try to get other companies’ numbers on social media registration. Or they could do a small test to get more data.⁹

		

		OKRs are all about setting the goal in order to have more flexibility in accomplishing your goals. Pipelines support flexibility. Roadmaps are guesses on what might work, stuck frozen into a Gantt chart like a bug in amber.

		

		What About Everything Else We Have to Do?

		

		OKRs are part of your management approach, but they are not all of it.

		There are things you have to do as a business to stay in business that don’t make you money. Contracts, taxes, accounting, payroll, and more. You need to do these things to a certain level of quality, or the company will be in trouble.

		A lot of service departments evolve rather than innovate. Engineering, design, marketing … most of the time they are working fine. Every so often you may wish to push them to improve, but in a healthy company they are in a gentle rhythm of doing good work.

		Let’s call all of these efforts “operations.” They don’t need OKRs, as they are not regularly looking for radical improvement. A manager needs to be able to monitor the OKRs while tracking a few other key indicators that need to stay consistent. The metrics you track in order to spot when things are changing are called “Health Metrics” in the OKR framework.

		Health Metrics act as the canary in the coal mine. If working toward overambitious OKRs is burning out the team, you need to know. If the team is so caught up in a new shiny project they neglect existing customers or systems, you need to know. The Health Metrics protect what you’ve already accomplished while you try to grow new metrics via your OKRs.

		Some examples of potential Health Metrics

		

		New customer sign-ups

		Customer satisfaction

		Code health (ignore this and expect to see your technology start crashing)

		Team health (ignore this and expect burnout followed by mass departures)

		

		Once in a while a Health Metric can be promoted to an OKR. Let’s say customer satisfaction has been slowly declining. The CEO might say, time to turn this ship around! And set an Objective around delighting the customers and some good Key Results to know when it’s gotten better. If customer satisfaction reaches its desired goal, they can make it a Health Metric again.

		

		What Makes OKRs Work? The Cadence.

		

		Many companies who try OKRs fail, and they blame the system. But no system works if you don’t keep to it. It’s not enough to set OKRs. You have to track progress toward them regularly. The OKR cadence is actually what makes OKRs work, and is more important than setting an inspiring Objective, and even more than setting your Key Results as outcomes. When people ask me what the difference is between OKRs and SMART goals, KPIs, or other goal-setting approaches, I tell them it is the cadence of check-ins. The cadence is what makes the difference between goal setting and goal achieving.

		When I first started helping start-ups with OKRs, I had to modify the OKR tracking approach from what I did at Zynga. Young start-ups have an extremely low tolerance for any meetings, much less daily, deep analysis of tactics and metrics. I trimmed the meetings down to two key meetings a week: one to set intentions and one to celebrate progress. This bookended the week with clear reminders of what the company was trying to accomplish. As my old boss Jeff Weiner used to say, “When you are tired of saying it, they are starting to hear it.” The cadence of setting efforts toward the OKRs and celebrating progress toward OKRs means you are repeating yourself a lot. In a good way.

		

		Monday Commitments and the Four Square

		

		Each Monday, the team should meet to check in on progress against OKRs and commit to the tasks that will help the company meet its Objective. I recommend a format with four key quadrants:

		

		Intention for the week: What are the three or four most important things you must get done this week toward the Objective? Discuss if these priorities will get you closer to the OKRs.

		

		Forecast for the month: What should your team know is coming up that they can help with or prepare for?

		

		Status toward OKRs: If you set a confidence of five out of ten, has that moved up or down? Have a discussion about why.

		

		Health Metrics: Pick two to five things you want to protect as you strive toward greatness. What can you not afford to eff-up? Key relationships with customers? Code stability? Team well-being? Now mark when things start to go sideways, and discuss it.

		

		The reason to provide this overview is so you can see the efforts and the Objectives at the same time.
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		This document is first and last a conversation tool. You want to talk about issues like:

		

		Do the priorities lead to our hitting our OKRs?

		Why is confidence dropping in our ability to make our OKRs? Can anyone help?

		Are we prepared for major new efforts? Does marketing know what product is up to?

		Are we burning out our people, or letting hacks become part of the code bases?

		

		Make time for the conversations. If only a fourth of the time allotted for the Monday meeting is presentations and the rest is discussing next steps, you are doing it right. If you end early, it’s a good sign. Just because you’ve set aside an hour doesn’t mean you have to use it.

		Keep the review of the four-square short. Do not read them out loud to each other. Use color coding and skim-able sentences so you can dive into any problem areas. Focus on problems and complications. Feel free to say, “Everything is on track, no need to discuss.” Time spent talking in meetings is not a success metric.

		When you meet, you can discuss only the four-square, or you can use it as a status overview, then supplement with other detailed documents covering metrics, a pipeline of projects, or related updates. Each company has a higher or lower tolerance for meetings.

		Trust your team makes good choices in their everyday work. Set the tone of the meeting to be about team members helping each other to meet the shared goals they all have committed to. As the leader, you can model this by saying something like, “It looks like our second Key Result is in trouble. Can we brainstorm some ways to get it back on track?” Asking for ideas and being visibly grateful for your team’s insights will go a long way to empowering them. Over time your team will learn that you don’t have all the answers, and that they matter to the company.

		

		Balancing Health Metrics and OKRs

		

		I typically mark the Health Metrics simply as green/yellow/red. Green means all fine, yellow means keep a watch out. But red means something critical to the health of our company is in freefall.
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		At any time (not just Monday), anyone can call a “Code Red” for a Health Metric in the red zone and prioritize a fix (or prioritize finding a path to a fix) over OKR efforts.

		Calling a Code Red both provides formal notification to the management team that work on OKRs has been halted and creates a record of a problem. When the teams do their end-of-quarter retrospective, they can look at the Code Reds to learn what keeps the company from living up to its potential. For many companies in 2020, the entire year was one giant Code Red. But if those companies survive, they will want to learn from the crises and reinvest in strategic efforts that make them crises-proof. Track everything and commit time to learn from your experience.

		

		Fridays Are for Winners

		

		When teams are aiming high, they fail a lot. While it’s good to aim high, missing your goals without also seeing how far you’ve come is often depressing. That’s why the Friday wins session is so critical.

		In the Friday wins session, teams all demo their work in progress. Engineers show bits of code they’ve got working and designers show mock-ups and maps. But beyond that, every team should share something. Sales can talk about who they’ve closed, customer service can talk about customers they’ve rescued, business development can share deals. This has several benefits. One, you start to feel like you are part of a pretty special winning team. Two, the team starts looking forward to having something to share. They seek wins. And last, the company starts to appreciate what each discipline is going through and understand what everyone does all day.

		Providing beer, wine, cake, or whatever is appropriate to your team on a Friday is also important to making the team feel cared for. If the team is really small and can’t afford anything, the CEO should at least buy a pizza or a case of beer. Do what you can to show your appreciation. As the team gets bigger, the company should pay for the celebration nibbles as a signal of support. Consider this: The humans who work on the project are the biggest asset. Shouldn’t you invest in them?

		Do not require attendance. Do not hold it at 6 p.m. when people just want to go home. I’ve seen companies try to do this to eke out a couple more hours of work on a Friday. If your team is working hard all week to make serious progress, by 4 p.m. they are worn out. Making them stay two more hours just means they’ll play video games on their PC while resenting you. Hold the win session at 3 or 4 p.m.

		I often get questions about remote teams, and I’ve seen a lot of smart approaches. If you are within a couple time zones of each other, you can do it over video conferencing. There will be no sharing food (you can still have it delivered), but at least people can see each other’s faces. Some teams have a bragging channel on an internal chat tool such as Slack. Some teams have the CEO or general manager read off the top wins in a video conference or send out an email. This is not as satisfying as breaking bread together, but it still shows genuine appreciation and makes progress visible.

		The rituals that make OKRs work can be adapted to the company culture. As long as you have a commitment ritual and a celebration ritual, you can do it in a way that fits the company’s organization and culture. You can experiment with different approaches as well. A CEO I work with writes, “As soon as you start doing something week after week, it runs the risk of getting stale.” It may be useful to change up how you celebrate occasionally so it’s still fun to gather. If you have multiple groups, you could have a different one present each week. Be sure to timebox them; i.e., say, “You’ve got fifteen minutes and after that I will stop you from continuing.” Or you could run a science fair style demo, where people go around to talk to representatives set up at stations.

		Be sure to do a quick check after with a short, three-question, anonymous survey on how it worked. I love these exit tickets that ask, “What should we keep doing? What should we change? What should the management team know?” I use them in my classes as well to make sure people are learning and the class is improving.

		You’ve hired smart people; let them help you become a better company!

		

		Keep the Cadence and Make It Your Own

		

		I get many questions about implementing OKRs in atypical circumstances, such as with remote teams, companies that have multi-business lines or companies balancing R&D while supporting the current profit makers. Large companies can’t get everyone into a room (Google eventually moved their all-company meeting outdoors as they grew). Or time zones make it hard. Or the agile planning session clashes. You can adjust and move the Monday/Friday cadence to be Friday/Tuesday. You can hold the celebrations over video. You can brag in the status email or in a Slack channel. The how is flexible, as long as you set and celebrate.

		OKRs are great for setting goals, but without a system to achieve them, they are as likely to fail as any other process that is in fashion. Commit to your team, commit to each other, and commit to your shared future. And renew those vows every week.

		

		Improve Weekly Status Emails with OKRs

		

		I remember the first time I had to write a status email. I had just been promoted to manager at Yahoo! back in 2000 and was running a small team. I was told to “write a status email covering what your team has done that week, due Friday.” Well, you can easily imagine how I felt. I had to prove my team was getting things done! Not only to justify our existence, but to prove we needed more people. Because, you know, more people, amiright?

		So I did what everyone does: I listed every single thing my reports did, and made a truly unreadable report. Then I started managing managers, and had them send me the same, which I collated into an even longer, more horrible report. This I sent to my design manager, Irene Au, and my GM, Jeff Weiner (who sensibly requested I put a summary at the top).

		And so it went, as I moved from job to job, writing long, tedious reports that, at best, got skimmed. At one job, I stopped authoring them. I had my managers send them to my project manager, who collated them, then sent it to me for review. After checking for anything embarrassing, I forwarded it on to my boss. One week I forgot to read it, and didn’t hear anything about it. It was a waste of everybody’s time.

		Then I got to Zynga in 2010. Now, say what you want about Zynga, but they were really good at some critical things that make an organization run well. One was the status report. All reports were sent to the entire management team, and I enjoyed reading them. Yes, you heard me right: I enjoyed reading them, even if there were twenty of them. Why? Because they had important information laid out in a digestible format. I used them to understand what I needed to do, and learn from what was going right. Please note that Zynga, in the early days, grew faster than any company I’ve seen. I suspect the efficiency of communication was a big part of that.

		When I left Zynga, I started to consult. I adapted the status email to suit the various companies I worked with, throwing in some tricks from Agile. Now I have a simple, solid format that works across any org, big or small.

		

		1. Lead with your team’s OKRs, and how much confidence you have that you are going to hit them this quarter.

		

		You list OKRs to remind everyone (and sometimes yourself) why you are doing the things you do.

		Your confidence is your guess of how likely you feel you will meet your Key Results, on a scale from one to ten. A one is never going to happen and ten is in the bag. Mark your confidence red when it falls below three, green as it passes seven. Color makes it scannable, making your boss and teammates happy. Listing confidence helps you and your teammates track progress and correct early if needed.

		

		2. List last week’s prioritized tasks and if they were achieved.

		

		If they were not, a few words to explain why. The goal here is to learn what keeps the organization from accomplishing what it needs to accomplish. See below for format.

		

		3. Next, list next week’s priorities.

		

		Only list three P1s, and make them meaty accomplishments that encompass multiple steps. “Finalize spec for project xeno” is a good P1. It probably encompasses writing, reviews with multiple groups, and sign off. It also gives a heads up to other teams and your boss that you’ll be coming by.

		“Talk to legal” is a bad P1. This priority takes about half an hour, has no clear outcome, feels like a subtask and, not only that, you didn’t even tell us what you were talking about!

		You can add a couple P2s, but they should also be meaty, worthy of being next week’s P2s. You want fewer, bigger items.

		

		4. List any risks or blockers.

		

		Just as in an Agile stand-up, note anything you could use help on that you can’t solve yourself. Do not play the blame game. Your manager does not want to play mom, listening to you and a fellow executive say, “It’s his fault.”

		As well, list anything you know of that could keep you from accomplishing what you set out to do—a business partner playing hard-to-schedule or a tricky bit of technology that might take longer than planned to sort out. Bosses do not like to be surprised. Don’t surprise them.

		

		5. Notes.

		

		Finally, if you have anything that doesn’t fit in these categories, but that you absolutely want to include, add a note. “Hired that fantastic guy from Amazon that Jim sent over. Thanks, Jim!” is a decent note, as is, “Reminder: team out Friday for offsite to Giants game.” Make them short, timely and useful. Do not use notes for excuses, therapy, or novel-writing practice.

		This format also fixes another key challenge that large organizations face: coordination.

		When I was a general manager at a midsized organization, in order to write a status report the old way, I had to have team status in by Thursday night in order to collate, fact check, and edit. But with this system, I know what my priorities are, and I use my reports’ statuses only to make sure their priorities were the same as mine. I send out my report Friday, the same time as I receive my reports’. They don’t need to wait for me, or I for them. We stay committed to each other, honest and focused.

		Work should not be a chore list, but a collective push forward toward shared goals. The status email reminds everyone of this fact and helps us avoid slipping into checkbox thinking.
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		Coordinating organizational efforts is critical to a company’s ability to compete and innovate. Giving up on the status email is a strategic error. It can be a task that wastes key resources, or it can be a way that teams connect and support each other.

		

		On Radical Focus

		

		I called this book Radical Focus and not “A Guide to OKRs” for a reason. I believe the one thing that makes the difference between excelling and flailing about in mediocrity is focus. Focus is hard, but it’s necessary. Doing the hard work to decide on one company Objective is key.

		One, not four, or ten “critical objectives.” One Objective to rule them all.

		OKRs are a framework for creating and ensuring focus on what really matters, but they don’t work if you stuff them full of every single business-as-usual initiative you have going. OKRs are not a way to control the way your employees spend their time; they are a way to share your vision so your employees can make their own judgment calls about what’s most important.

		Why only one Objective? The problem with multiple OKR sets is that complexity increases exponentially. Let’s say the company has five OKR sets. That means the company is asking everyone to keep in mind twenty pieces of data (five Objectives and fifteen Key Results). Next let’s imagine each product team has, say, three OKR sets of their own. Three times four is twelve, so now each employee has thirty-two things they have theoretically memorized and live each day. What if your department has OKRs? Add in another four to twelve. If you’re doing individual OKR sets, add in four more, minimum. Hopefully the OKRs are all aligned to the company OKR set, but even so … how could anyone know what to work on with such a large group of priorities?

		Companies should adopt OKRs because they seek focus and the acceleration that accompanies it. That only happens if every single person in the company knows what the company OKRs are and can make decisions based on them. Which means they have to remember them. Having only one Objective for the organization helps immensely.

		There is one exception: if the company is very big and has multiple business models that have very little to do with each other. Consider Alphabet: It’s hard to imagine what objective could unite self-driving cars and search advertising in their efforts (beyond “let’s make lots of money). So if you use top level OKRs in a very large corporation, such as a Pepsico or a General Electric, you need to know what the top is. My rule of thumb is one OKR set per business model per quarter. If you are not that big, it’s time to focus so that someday you might be.

		Now that you’ve admitted to yourself you aren’t Facebook yet, it’s time to focus. Here’s some advice based on what I’ve seen work:

		

		1. Don’t try to jam years of work

		into a single quarter.

		

		Yes, we want it all and we want it now. But if we try to change everything at once, we spend a tiny fraction of our time on each thing and progress is infinitesimal—the too little peanut butter over too much toast¹⁰

		

		. There is a very real cost involved in task switching that adds up over time. Trying to do everything at once means nothing really gets done. Instead, choose one Objective at a time, and prioritize and sequence your effort for maximum impact.

		Do less, better.

		

		2. Don’t make a company OKR set for every department.

		

		I’ve seen companies who have a marketing OKR, an engineering OKR, and a product OKR as their “company OKRs.” A company OKR should unite the company toward a single goal. Not every department needs an OKR, but every strategic effort does.

		To get to that “one Objective to rule them all,” I first ask why is that marketing/engineering/product OKR important to the company? How will the company be changed if they succeed? What do these goals have in common?

		I’m looking for a unifying theme. In the previous example, everything was about getting ready for a B-round of funding. Maybe instead the company’s year has goals about moving into a new market, or establishing dominance, securing your lead, etc., etc. … If you find an OKR set that really is about the company’s success, other teams will find ways to make it happen as well, from customer service to legal.

		Here is an example of an OKR for a company that makes a mobile app. See if you can spot the problems before reading on.

		

		

		
			
				
				
				
			
			
					Lapsed customers become habitual customers. 23% customers return every day (DAU) 40% return once a month (MAU) Revenue for in-app purchases is >$5K a week
					Customers find our newsletter fun and inviting. 15% open rate 20% higher click-through Get to 2% bounce rate¹¹
					User-to-user messages and gifts are compelling, and users love to get them. Reduce customer service complaints about “too many notifications” 75% Click-through up 50% Personalize option used 25% of interactions
			

		

		

		

		

		The first OKR is pretty good. It unites the company and focuses everyone on a key problem; retention. The second is a bad company OKR. It only really applies to marketing and engineering (and maybe product). Plus it’s redundant. I recommend making this a sub-goal for marketing.

		The third is probably a good OKR for the team that does notifications and in-app messaging, but it’s not a company OKR.

		

		3. Not everyone will lead; some will support.

		

		There are always situations where the most important thing to the company doesn’t need everyone’s full attention. For example, a huge product launch. While engineering might be working day and night, your legal team will only be needed for a few days to craft a TOS or broker a deal. The company OKR doesn’t tell them how to do their day-to-day business, but it does let them know they should drop everything when they are needed. You do not need an OKR for every department. Maybe legal will decide to set a departmental OKR, perhaps something about contract turnaround time. But when the big launch needs someone to update that TOS, they’ll know it trumps any efficiency effort they are making.

		We can’t all be the hero of the story; some of us are support. Frodo wouldn’t have gotten very far without his Samwise. Give respect to the supporting folks, and invite them to the Friday celebrations. Everyone deserves bragging rights.

		

		4. Don’t let politics distract you from clear,

		concise OKR sets.

		

		When I review OKR sets for clients, often I see people trying to stuff more items into the company goals. Sometimes company execs are as bad as politicians, tacking their personal projects onto the OKRs. I then have to tear apart the OKR set to find out what the core goal really is.

		For example, sometimes I ask, “What is the difference between these two OKR sets?” and people point at the Key Results. Apparently, they had five metrics they wanted to measure. At which point I wave my magic wand and give them permission to have five Key Results and one Objective. The rule of three Key Results is not a rule. It’s more of a guideline. For reasons stated earlier, you really don’t want too many elements to a goal if you want it to be remembered and lived. But if you only have one OKR set and people only have to remember the Objective and the particular Key Results they can affect, it’s not a problem.

		Other times, when asked about the difference between two Objectives, people will shrug and say, “I don’t know.” At that point it makes sense to combine them or vote for the one you like best. Just don’t turn your indecisiveness about who wordsmithed the best Objective into confusing marching orders for your team.

		Sometimes (especially in face-to-face workshops) people try to put everyone’s ideas into the OKR sets. Perhaps they are trying to be respectful of a high-powered exec’s ideas; or maybe it’s a team that has troubles with conflict and they try to keep everyone’s favorite phrasing. You might think, “What’s the harm?” but if you aren’t prioritizing and simplifying, you are shirking your duty to the company.

		When I was at Yahoo! working in Larry Tesler’s group, I learned that every application has a certain amount of complexity that cannot be reduced. Larry Tesler argues that, in most cases, an engineer should spend an extra week reducing the complexity of an application versus making millions of users spend an extra minute using the program because of the extra complexity. This is the same situation with creating OKR sets. It’s better if you spend an extra hour getting OKRs right than losing your employees’ focus by burying them with unnecessary language, dozens of priorities, and watered-down goals.

		

		Be clear.

		

		Be simple.

		

		Be memorable.

		

		Achieve your Objectives.
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		A studio was a small, self-contained team focused on building and improving a game. It usually had no more than fifty people and ran like a start-up, relying on the parent company only for things like cross promotion and IT.
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		Net Promoter Score (NPS) is a management tool that can be used to gauge the loyalty of an organization’s customer relationships. I don’t particularly favor this approach to measuring customer satisfaction, but I do use it as an example as it is widely adopted. There are a lot of folks who think it’s a poor indicator, so I recommend that if you are seeking a quality metric, shop around. https://hbr.org/2019/10/where-net-promoter-score-goes-wrong
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		“Mapping Tech Startups,” by Reed Allmand, https://allmandlaw.com/mapping-tech-startups/
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		Product-market fit is the degree to which a product satisfies a strong market demand. Product-market fit is the first step to building a successful venture in which the company meets early adopters, gathers feedback, and gauges interest in its product(s).
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		Instrumentation is when you add trackers to key elements of your products and services so you can track your numbers over time.
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		“High-Performing Teams Need Psychological Safety. Here’s How to Create It,” by Laura Delizonna https://hbr.org/2017/08/high-performing-teams-need-psychological-safety-heres-how-to-create-it
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		Testing Business Ideas: A Field Guide for Rapid Experimentation, by David J. Bland and Alexander Osterwalder, is a great resource to learn how to run effective tests. https://amzn.to/3o475zo
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		Yahoo! Memo: The ‘Peanut Butter Manifesto,’ Wall Street Journal, Nov. 18, 2006
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		Learn more about bounce rate: https://www.campaignmonitor.com/blog/email-marketing/2019/05/making-sense-email-bounce-rates

		

		

	
		

		OKR Coaching Example

		

		Quantifying Engineering’s Contribution to Sales

		

		By Ben Lamorte, principal at OKRs.com

		

		Ben Lamorte coaches business leaders to define and make measurable progress on their most important goals. He’s coached hundreds of managers at dozens of organizations. For more about Ben, see www.OKRs.com

		

		. In this short essay, he shows how to coach someone into setting good OKRs.

		Let’s look at an excerpt from a real OKRs coaching session to illustrate how coaching leaders, through creating their own OKRs—rather than a CEO dictating their OKRs—can dramatically improve the quality and effectiveness of OKRs. Here’s an excerpt from a coaching session for the engineering team at a large software company.

		

		

		Engineering VP: My key objective is to help our sales team achieve their targets.

		

		OKRs Coach: At the end of the quarter, how would we know if engineering helped sales achieve their targets?

		

		Engineering VP: Hmm, that’s a good question. (Pause.)

		

		OKRs Coach: Okay, can you name a particular customer who purchased within the last year where engineering clearly contributed to the sales process?

		

		Engineering VP: Actually, no. But that would be very good data to have. It’s not so much that we help sales close deals, it’s more like we keep the prospect in the mix.

		

		The Engineering VP went on to propose the following Key Results:

		“Provide sales support for five major prospects in Q2”

		“Develop training for sales team by end of Q2”

		While these two statements are directional, they are not measurable. Let’s look at how the OKRs coach helped the VP translate these two statements into measurable KRs.

		

		

		Statement 1: “Provide sales support for five major prospects in Q2”

		

		OKRs Coach: Is there a distinction between a major prospect and a minor prospect? (Makes this clear by addressing ambiguity.)

		

		Engineering VP: Not really.

		

		OKRs Coach: Do you and the VP of sales agree on the definition of a “major prospect?” (Ensures alignment across departments is jointly defined.)

		

		Engineering VP: Let’s replace “major prospect” with “prospect with $100K+ year-one revenue potential.” Then we can run this definition by the VP of sales.

		

		OKRs Coach: Have you measured the number of these sales support events in the past? (To confirm metric history so we know the KR is measurable.)

		

		Engineering VP: No.

		

		OKRs Coach: What is the intended outcome of engineering providing sales support? (Probes intended outcome of achieving the goal to focus on results not tasks.)

		

		Engineering VP: It results in either a continuing sales process or kills the deal.

		

		OKRs Coach: What if all five sales support calls result in dead deals? Will we have achieved this goal? (Boundary condition question to ensure alignment.)

		

		Engineering VP: No. The meeting is really not considered a success when we lose the deal for technical reasons. Maybe we should define this as, “Provide sales support with no more than three $100K+ prospects deciding to not evaluate our product for technical reasons.”

		

		OKRs Coach: While this is heading in the right direction, the Key Result is now framed negatively. I recommend the following positively framed version of this goal: Obtain a baseline on “technical pass rate.” For example, if we have meetings with ten $100K+ prospects and eight of them advance without technical objection, the technical pass rate is 80 percent. (Ensures KR is positive.)

		

		The engineering VP liked the idea of tracking technical pass rate. As a result of this OKRs coaching session, the engineering VP agreed to confirm with the VP of sales that technical pass rate is a useful metric to quantify the extent to which engineering contributes to sales. ■

		

	
		

		Part Two: Objectives and Key Results in Practice

		

	
		

		

		Implementing OKRs for the First Time

		

		If you are ready to put OKRs into place, you’ll want to plan out implementation. Assuming you’ve done a training (or done your research), and everyone understands and is on board for OKRs, choose your approach to the first OKR cycle very carefully.

		The first time you try an OKRs cycle, you are likely to fail. This is a dangerous situation, as your team may become disillusioned with the approach and be unwilling to try them again. You don’t want to lose a powerful tool just because it takes a little time to master.

		There are three approaches you can use to reduce this risk.

		

		1. Have one team adopt OKRs before the entire company does. Choose an independent team that has all the skills to achieve their goals. Don’t choose a broken team; choose a healthy, high-performing team that loves continuous improvement. Wait a cycle or two until they perfect their approach and then trumpet their success. Teams will be eager to experience that same sort of success and acclaim and will be more willing to adopt OKRs. Over the years, this has been proven to be the most successful approach to adopting OKRs.

		

		2. Start with only one OKR for the entire company. By setting a simple goal for the company, your team sees the executive team holding themselves to a high standard. It won’t be surprising when next quarter they are asked to do the same. And by not cascading it, you both simplify implementation and see which group will align their work to the OKR and who will need coaching. This is a good approach if you are a relatively small company that needs focus.

		

		3. Start out by applying OKRs to projects, in order to train people on the Objective-Result mindset. Every time you have a project proposal, ask, “What is the Objective for this project?” and “How will we know if we’ve succeeded?” This approach works well with companies that are not used to being data-driven. Once people learn to evaluate their daily activities by measuring the impact they have, you can then introduce OKRs as a way to drive strategy across the company.

		

		By starting small and focusing on learning how OKRs will work in your organization, you increase your chances of your company adopting a results-based approach and reduce the danger of a disillusioned team.

		

		Don’t try to implement OKRs across the entire company all at once.

		

		Over the last half-dozen years helping companies adopt OKRs, I keep getting the same story. I pick up the phone and hear, “We tried out OKRs and it went badly. The teams no longer want to use them.” I’ve said before, OKRs are simple and hard. Running a marathon is also simple and hard. You don’t try to do it in one go. You build up to it.

		Jojo Alexandroff of Format.com emailed me, “When we first rolled it out, we made the cardinal mistake of rolling it out to the whole team. So we had company-level OKRs, team-level OKRs, and individual level OKRs. Wow, was that chaos!”

		I ran a survey of my readers and had two hundred fifty replies. What people told me they struggled with were the same things I see when I consult: Companies try to jump into the deep end of the pool with OKRs. Then it slows down productivity and frustrates the entire company. It’s better to start with a small pilot, and avoid some of these issues:

		

		Support teams have a hard time aligning to company OKRs. This makes sense, since finance, HR, and customer support are much more concerned with keeping the lights on. In the early months of moving to OKRs, it’s better to leave support teams focused on Health Metrics and not worry about OKRs.

		OKR software is often mismatched with company cadence. I recommend not investing in software until OKRs are running smoothly. Then you can find software that supports your process instead of trying to jam yourself into someone else’s idea of how the world should work.

		It’s hard to figure out what Key Results are good indicators of success. Many companies want to use OKRs to become more data-informed, but this is backwards. You have to learn what metrics matter before you decide which ones you want to grow and which ones you want to protect.

		“OKRs became so much work, that setting them, talking about them, negotiating them, closing them, etc., became too much. Having to work on the OKRs took away from doing the actual work required for the business.” Jojo puts her finger on the biggest danger of any new methodology: process bloat.

		

		Keep it simple.

		

		How did Format get themselves out of this mess? By simplifying. “So now, we have a simple high-level goals spreadsheet and each team has their own goals spreadsheet. We try to make sure that all teams’ goals align to the company high-level goals.”

		There is an old Italian proverb, “Il meglio è l’inimico del bene,” which translates to, “The best is the enemy of the good.” Many companies who adopt OKRs want to do them perfectly. But perfection is an illusion that keeps you from getting to a simple starting place from which you can grow. Ask yourself, “What is the smallest possible starting point to begin my journey to success?” Then do that, learn from the experience, and try the next step. It will be slower but it also will be better and more robust, and have greater returns.

		If only culture change was as easy as buying software! But if buying software was the secret to success, we’d all be great novelists as soon as we opened Microsoft Word. Change is a marathon. Warm up by practicing outcome thinking and measuring your company impact. Then steadily set harder and more audacious goals and trust your team to figure out how to make them happen.

		

	
		

		OKRs for Products

		

		By Angus Edwardson,

		product director at GatherContent

		

		We use OKRs in a few different ways at GatherContent and have done various experiments with them over the past few years.

		We’ve used OKRs as a company-wide tool to align everyone’s focus, we’ve had them for each department to allow autonomy, and we’ve also used them on an employee level, to encourage personal development.

		The most consistently effective application of OKRs, however, is using them for the product team’s projects. At GatherContent, it’s a requirement for anyone initiating a new feature to outline a clear Objective and a set of Key Results to better understand why we are doing this work, and how we hope it will succeed.

		

		At the Centre of the Product Lifecycle

		

		At GatherContent, we try to reduce the complexity of new features until we have a minimum viable product (MVP) we think is worth launching. Our product team works using Kanban, an Agile Development approach for scheduling. With Kanban, all potential projects are put on a wall and then “picked up” as developers move them from “To Do” to “Doing” to “Done.”

		When my team is ready to start a new project, we pull that MVP off the Pipeline and put it into development.

		All the MVPs on the Roadmap are displayed on Kanban cards which have required fields, including the standardised description, requirements, and any additional notes and sketches.

		This structure makes it easy to communicate to the rest of the business what’s coming next, and ensures work can be smoothly passed into development. We also include the Objective for the project and the Key Results we hope to see if it succeeds.

		Including OKRs on the Kanban cards forces the team to answer two important questions before anything is built:
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		1. What are we trying to achieve with this feature?

		

		2. How do we measure success or failure?

		

		

		Here’s how our cards are structured:

		You’ll notice that we switched from using “Objective” to using the ever-so-slightly-semantically-different “Hypothesis.” This is to encourage more of an experimental approach to product development. Instead of saying, this will happen, we say, “We think this will happen.” Then our hypothesis is proved or disproved. It makes us feel like scientists.

		

		Logic Upfront:

		

		As well as the value we get upfront from having all features scoped out with clearly communicated rationale, using OKRs in this context also brings a massive amount of value to other parts of our process.

		

		Prioritizing Work:

		

		An obvious use of these OKRs is that they allow us to prioritize work on the Roadmap based on its expected impact. Meaning we can prioritize work based on the goals of the business.

		

		Connecting Product and Business Objectives:

		

		If the business has an Objective to increase the activation rate of new customers, we can prioritize features that we think will have the biggest impact on that area. It’s a lovely example of mapping business and departmental OKRs and keeping everyone pleasantly aligned.

		

		Collaborating with ‘Others’:

		

		People love to talk about what’s coming next. While discussions around the Roadmap with different people in the business are great, without structure they are prone to stalemating because everyone has a bias toward the areas of the business they are closest to. Being able to quickly recite the business logic behind a feature and its position in the queue can make these conversations much more efficient (and less emotional!).

		If someone has something they think is more valuable, you can simply discuss why they think it’s valuable (hypothesis) and how valuable it might really be (Key Results). This encourages constructive collaboration.

		

		Measurement and Learning:

		

		The greatest impact of measuring quantifiable targets is in helping us evaluate results, and more important, learn from those results.

		We track the Key Results of all of our released MVPs in a simple spreadsheet, and review it regularly to see what we can learn. We’ve struggled in the past with the question of when we should measure the results, so we’ve started setting deadlines for each OKR measurement.

		Once the deadline hits and we gather the results, we all get together to discuss any inconsistencies, unexpected outcomes, or other learnings.

		Adding OKRs to our Kanban cards has allowed us to prioritize better, learn faster, and communicate more effectively. It’s also a great way to develop the habit of communicating why we are doing what we are doing. ■

		

		

		How to Hold a Meeting to Set OKRs for the Quarter

		

		Setting OKRs is hard. It involves taking a close look at your company, and it involves having difficult conversations about the choices that shape the direction the company should go. Be sure to structure the meeting thoughtfully to get the best results. You will be living these OKRs for the next quarter.

		Keep the meeting small—ten or fewer people if possible. It should be run by the CEO, and must include the senior executive team. Take away phones and computers. It will encourage people to move quickly and pay attention.

		A few days before the meeting, solicit all the employees to submit the Objective they think the company should focus on. Remind them of the company mission, any strategy that is in place, and the annual OKR (if you have one). Be sure to give them a very small window to do it in; twenty-four hours is plenty. You don’t want to slow down your process and, in a busy company, later means never.

		Have someone (a consultant, the department heads, an intern) collect all the suggestions and bring forward the best and most popular ones.

		Set aside four and a half hours to meet: two, two-hour sessions, with a thirty-minute break.

		Your goal: cancel the second session. Be focused.

		Each exec head should have an Objective or two in mind to bring to the meeting. Have the best employee-generated Objectives written out on sticky notes, and have your execs add theirs. I recommend having a variety of sizes available and using the large ones for the Objectives. Cramped writing is hard to read.

		Now have the team place the stickys up on the wall. Combine duplicates and look for patterns that suggest people are worried about a particular goal. Combine similar Objectives. Stack rank them. Finally, narrow them down to three.

		Discuss. Debate. Fight. Stack rank. Pick.

		Depending on the team you have, you have either hit the break, or you have another hour left.

		Next, have all the members of the exec team freelist¹²

		

		as many metrics as they can think of to measure the Objective.

		It is a far more effective way to brainstorm, and results in better and more diverse ideas. Give the team slightly more time than is comfortable, perhaps ten minutes. You want to get as many interesting ideas as possible.

		Next, you will affinity map them. This is another design thinking technique. All it means is you group stickys with like stickys. If two people both write DAU (Daily Active Users), you can put those on top of each other. It’s two votes for that metric. DAU, MAU, WAU¹³

		

		are all engagement metrics, and you can put them next to each other.
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		Finally, you can stack rank and pick your three types of metrics. Write the KRs as an X first, i.e., “X revenue” or “X acquisitions” or “X DAU.” It’s easier to first discuss what to measure, then what the value should be and if it’s really a “shoot for the moon” goal. One fight at a time.

		As a rule of thumb, I recommend having a usage metric, a revenue metric, and a satisfaction metric for the KRs, but obviously that won’t always be the right choice for your Objective. The goal is to find different ways to measure success, in order to have sustained success across quarters. For example, two revenue metrics means you might have an unbalanced approach to success. Focusing only on revenue can lead to employees gaming the system and developing short-term approaches that can damage retention.

		Next, set the values for the KRs. Make sure they really are “shoot for the moon” goals. You should have only 50 percent confidence you can make them. Challenge each other. Is someone sandbagging? Is someone playing it safe? Is someone foolhardy? Now is the time for debate, not halfway through the quarter.

		Finally, take five minutes to discuss the final OKR set. Is the Objective aspirational and inspirational? Do the KRs make sense? Are they hard? Can you live with this for a full quarter?

		Tweak until they feel right. Then go live them.

		You’ll find a worksheet to help you out at: http://eleganthack.com/an-okr-worksheet

		

		

		The Timing of OKRs

		

		If you are ready to put into place OKRs, you’ll want to plan out the timing for implementation. After you’ve had a successful pilot or two and you are ready to roll out OKRs to the entire company, this will be your rhythm.

		

		1. All employees submit the Objective they think the company should pursue next quarter. This increases buy-in for the OKRs and provides interesting insight into the health of the company culture. Give employees a short time to submit these ideas. Twenty-four hours should do it.

		

		2. Exec team, in a half-day session, discusses the Objectives proposed. They choose one. This requires debate and compromise and deserves plenty of time. Then the team sets the KRs, as outlined previously.

		

		I have seen teams set OKRs in as little as a ninety-minute meeting. Things that make OKR setting slow include putting off the meeting, skipping the homework, and refusing to make decisions. These are HR issues and should be addressed by management. Your company goal is your company’s life. Commit.

		

		3. Executives’ homework: introduce the OKR for the quarter to their direct reports and have them develop team OKRs. This also can be done in a two-hour meeting with the department head and her team, run in essentially the same way: freelisting, grouping, stack ranking, selecting.

		

		4. CEO approval. About one hour, plus follow-up discussions if any department heads are way off base. Set aside an entire day for focusing on just this.

		

		5. Department head gives the company and department OKRs to any sub-teams, and these teams develop their own.

		

		6. All hands meeting in which CEO discusses why the OKR is what it is for that quarter, and calls out a few exemplary ones set by directs. As well, covers last quarter’s OKRs, and points out a few key wins from the quarter. Keeps tone positive and determined.

		

		This is the standard rhythm you will keep from quarter to quarter going forward. If you cannot set OKRs in less than two weeks, you will want to examine your priorities. Nothing is more critical than setting a goal for the company to rally behind.

		

		Two Weeks before the Quarter Ends

		

		If you have been running a regular commitment and celebration cadence, then you should be able to determine if you have made or whiffed your OKRs two weeks before the end of the quarter. Don’t lie to yourself that you might pull a rabbit out of a hat in those last two weeks. Only the occasional miracle can help you hit a truly hard goal in such a short time. No reason to put off the inevitable.

		Admit you have missed a KR, or admit you set a KR too low and hit it too easily. Celebrate getting 80 percent of the way and celebrate all the good things that you learned as you worked. Get that learning and roll it into your next goal-setting exercise.

		OKRs are about continuous improvement and learning cycles. They are not about making check marks in a list. So you didn’t hit any of your KRs. Ask yourself why and fix it. So, you hit them all? Set harder goals and move on. Focus on learning, getting smarter, and having better things to celebrate every Friday.

		

	
		

		OKRs for Product Teams

		

		By Marty Cagan, founder of

		the Silicon Valley Product Group

		

		During the course of the past thirty years, Marty Cagan has served as an executive responsible for defining and building products for some of the most successful companies in the world, including Hewlett-Packard, Netscape Communications, America Online, and eBay.

		OKRs are a very general tool that can be used by anyone in the organization, in any role, or even for your use in your personal life. However, as with any tool, there are considerations as to the best ways to apply. OKRs have enjoyed considerable success especially inside technology product organizations, from large to small, and there have been some important lessons learned as teams and organizations work to improve their ability to execute.

		The central organizational concept in a product organization is a product team (a.k.a. durable product team, dedicated product team, agile product team, or squad). A product team is a cross-functional set of professionals, typically comprised of a product manager, a product designer, and a small number of engineers. Sometimes there are additional people with specialized skills included on the team, such as a data scientist, a user researcher or a test automation engineer. Each product team typically is responsible for some significant part of the company’s product offering or technology. For example, one product team might be responsible for the mobile apps, another might be responsible for security technology, and another might be responsible for search technology, and so on.

		The key is that these people with their different skill sets usually come from different functional departments in the company, but they sit and work all day, every day, with their cross-functional team to solve hard business and technology problems. It’s not unusual in larger organizations to have on the order of twenty to fifty of these cross-functional product teams, each responsible for different areas, and each product team with its own objectives. The problems these teams are asked to tackle are, as you might expect, communicated and tracked through the product team’s OKRs. The OKRs also help to ensure that each team is aligned with the objectives of the company. Moreover, as an organization scales, the OKRs become an increasingly necessary tool to ensure that each product team understands how they are contributing to the greater whole, for coordinating work across teams, and in avoiding duplicate work.

		The reason this is all important to explain is that when organizations first start with OKRs, there’s a common tendency to have each functional department create their own OKRs for their own organization. For example, the design department might have Objectives related to moving to a responsive design; the engineering department might have Objectives related to improving the scalability and performance of the architecture; and the quality department might have Objectives relating to the test-and-release automation.

		The problem is that the individual members of each of these functional departments are the actual members of a cross-functional product team. The product team has business-related Objectives (for example, to reduce the customer acquisition cost, or to increase the number of daily active users, or to reduce the time to onboard a new customer), but each person on the team may have their own set of Objectives that are cascading down through their functional manager.

		Imagine if the engineers were told to spend their time on re-platforming, and the designers on moving to a responsive design, and QA on re-tooling, and so on. While each of these may be worthy activities, the chances of actually solving the business problems that the cross-functional teams were created to solve are not high. What all too often happens in this case is that the actual people on the product teams are conflicted as to where they should be spending their time, resulting in confusion, frustration, and disappointing results from leadership and individual contributors alike.

		But this is easily avoided.

		If you are deploying OKRs for your product organization, the key is to focus your OKRs at the product team level. Focus the attention of the individuals on their product team Objectives. If different functional organizations (like design, engineering, or quality assurance) have larger Objectives (like responsive design, technical debt, and test automation) they should be discussed and prioritized at the leadership team level along with the other business Objectives, and incorporated into the relevant product teams’ Objectives.

		Note that it’s not a problem for managers of the functional areas to have individual Objectives relating to their organization, because these people aren’t conflicted, as they’re not normally serving on a product team. For example, the head of UX design might be responsible for a strategy for migrating to a responsive design; the head of engineering might be responsible for delivering a strategy around managing technical debt; the head of product management might be responsible for delivering a product vision; or the head of QA might be responsible for selecting a test automation tool.

		It’s also not normally a big problem if individual contributors (such as a particular engineer or designer or product manager) were to have a small number of personal growth related Objectives (such as improving their knowledge of a particular technology), just as long as the individual isn’t committing to a burden that will interfere with their ability to contribute their part to their product team, which of course is their primary responsibility.

		The key is that the cascading of OKRs in a product organization needs to be up from the cross-functional product teams to the company or business unit level. ■

		

		

		Cascading OKRs at scale

		

		How do you avoid the slow waterfall of goals? Move from cascading OKRs to aligning OKRs.
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		Because I initially experienced and worked with OKRs with start-ups, I advocated in the first version of Radical Focus that you cascade the OKRs. When you have a team of twenty, cascading OKRs is simple. But if you are a big company, cascading doesn’t scale at all. And just as Lean Start-up had to adapt to enterprises wanting some of that speedy iterative goodness, OKRs need to adapt also if they are to work for large organizations.

		When the organization has only one or maybe two levels of hierarchy, a straight cascade might make sense. The executive team sets the company OKRs, then product teams can set theirs. Engineering and design can skip having OKRs for their departments, because 99 percent of their work is with the other teams.

		But when a company grows, it changes. I heard a story about a (real but I won’t name) new CEO who came into a very large company that was on the skids and tried to use OKRs to straighten it out. Sadly, she was a micromanager, and it took a month to get her to approve all the department head OKSs.

		Let me say this clearly and loudly: OKRs are not for command and control. Do not use OKRs if you want to control people’s activities. Only use OKRs if you want to direct your people toward desired outcomes and trust them enough to figure out how. OKRs only work for empowered teams, otherwise they are a travesty (a travesty reminiscent of how Agile is implemented in most companies, so not that shocking, but still upsetting).

		So what should you do?

		Assuming you have run your pilot with a high-performing, self-sufficient team; assuming you have adjusted the setting, check-in, and evaluation process to your culture; and assuming you know what you are doing and are ready to scale, then this is what has been proven to work: Trust your teams.

		Trust your teams to set their own OKRs based on company strategy. Trust your teams to know how to make them happen. Trust your teams.

		

		Enter the Cone of Uncertainty

		

		You have a mission. Check.

		You have a strategy you wish to pursue. Check.

		You have an annual OKR set or have decided not to have one. Check.

		

		Now the exec team sets four Objectives and three Key Results: the first quarter Objective with its accompanying Key Results and then three more candidate Objectives for the other three quarters, but no Key Results for them. I recommend this approach for two reasons: one, setting Key Results takes quite a bit of time, and two, it’s hard to predict future organizational needs. In 1958, J.M. Gorey used the term the cone of uncertainty. The cone of uncertainty states that the farther we predict into the future, the less accurate our predictions become. However, without a long-term goal, it’s hard to make long-term plans and move from reactive to strategic. We solve this by having specific goals for the near future, and lightweight drafts for the less knowable far future.

		

		Half-Built Strategy

		

		In 2010, Constitución, Chile had a massive earthquake. It left more than five hundred people dead and about 80 percent of Constitución’s buildings ruined.

		An architecture firm called Elemental was hired to create a master plan for the city, which included new housing for people displaced in the disaster. Elemental decided to give people half of a house.
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		The houses are simple, two-story homes, each with a wall that runs down the middle, splitting the house in two. One side of the house is ready to be moved into. The other side is just a frame around empty space, waiting to be built out by the occupant.

		What do half-built houses have to do with OKRs? They are an inspiration for what I call a “Half-Built Strategy.”

		A Half-Built Strategy follows the cone of uncertainty’s warning about predictions. You create a complete OKR set for the next quarter. Let’s call that Q1, as it often is. You have the Objectives and three or so Key Results pinned down. You feel confident entering this quarter that your OKR set is difficult but not impossible.

		But can we create an OKR set for Q2–4? Probably not, as we need to see how Q1 goes first. But rather than just hand wave at plans for the future, we can put in three draft Objectives for the next three quarters.

		Why don’t we have Key Results? As I’ve taught people the OKR methodology, I find that Key Results are often harder to set than the Objective. They take a fair bit of time as you discuss which metrics matter and if you can access them. The longer you work on something, the more precious it is to you. (This is called the Ikea Effect, if you want to look it up!) So by making the Half-Built Strategy four Os and three KRs (all for Q1), we still have a North Star to work toward, but it was made quickly, so the team doesn’t feel they wasted time making an unusable plan. They’ll be more willing to evolve the plan as more data is collected each quarter.

		

		Deliberate building in of strategy absence may promote flexibility in an organization… . Organizations with tight controls, high reliance on formalized procedures, and a passion for consistency may lose the ability to experiment and innovate.

		

		— Andrew Inkpen and Nandan Choudhury, “The seeking of strategy where it is not: Towards a theory of strategy absence”

		

		Let’s look at how this plays out in real life. Let’s say that there is a start-up that is going to have to start raising their B-round in Q1 2018 and it is now the end of Q4 2016. I’ll name this company TinkWorks, for convenience.

		First you choose an annual OKR set. TinkWorks’ annual Objective is something about being ready to raise that B-round of investment. TinkWorks’ CEO will then choose an Objective each quarter that leads to the desired end state: showing traction in order to raise money.

		We all know you don’t pour whiskey through a leaky funnel into a flask and hope to get drunk; you don’t want a dozen Objectives for the same reason. So TinkWorks’ clever CEO decides to theme each quarter. Q1 is all about retention, Q2 is all about conversion, and Q3 is about acquisition, and by Q4 she’ll be able to settle into pitch and roadshow prep.

		Now that she has a loose Roadmap for the year, she settles in to wordsmith her Q1 Objective and pick the right Key Results with her executive team. She goes ahead and picks those with her team, and she’s done.

		Choosing Key Results after the EOQ retrospective means that the next quarter’s OKRs will take the learning of the previous quarter into account. If there is a better metric to watch, for example, or something about the retention that will affect the conversion strategy, the KRs can reflect that correctly. Picking the right metric and calculating the right amount of growth is a lot of work. It’s best done just-in-time.

		You want just enough planning to know what to do and what to watch for, but not so much you are locked into a bad game plan.

		Appropriately sequenced Objectives also create institutional learning. Imagine a team spends a quarter thinking day and night about retention. The next quarter they are profoundly focused on conversion. Do you think their memory was wiped clean? No! Retention is now part of the company DNA. You can make retention a Health Metric if it needs continued monitoring.

		

		What does this look like for TeaBee?

		

		Mission: Connect the best tea growers with the customers who love quirky and delicious tea.

		

		Annual Objective: America looks forward to discovering new tea after a fine meal, thanks to TeaBee.

		

		KR: Revenue of $20 million in more than five geolocations

		

		KR: Aided brand awareness is up 10%

		

		KR: 500 or more requests for TeaBee teas for home use¹⁴

		

		

		Q1: The west coast loves TeaBee

		

		KR: $1 million revenue booked in L.A., Portland, and Seattle

		

		KR: Five restaurants have “TeaBee served here” stickers in windows

		

		KR: At least one early adopter has booked TeaBee deliveries through the year

		

		Q2: New York loves TeaBee

		

		Q3: Austin loves TeaBee

		

		Q4: D.C. loves TeaBee

		

		TeaBee now has the flexibility to change the Q2–4 OKRs as they learn from Q1, yet the idea that they are expanding via locations is clear to the company.

		Next all self-sufficient teams can set their OKRs. These are autonomous, empowered teams that have all the resources they need to proceed. It’s often product teams that have dedicated design and engineering resources (and more, depending on your company type). These candidate OKRs can be reviewed and discussed with the direct manager of the teams. This “review” is more for the manager to share any intel they have from being able to see what’s happening in other groups rather than to “approve” them.

		This can be a peer review instead. Teams can share their OKR sets with other teams to get feedback and raise awareness of what the teams will be focusing on. This encourages greater autonomy and a less hierarchical workplace.

		

		Have a Short and Iterative Review Process

		

		Within forty-eight hours of the company OKRs being set, the rest of the company should be able to publish their OKRs. I’ll say it again:

		THE BEST IS THE ENEMY OF THE GOOD

		. A short review process—twenty-four hours if possible—allows teams to look at what other people are doing and adjust their own OKRs or critique others. Anyone can critique anyone else’s OKRs: this should be a process in which the entire company is helping everyone in the entire company get better. We succeed together, or not at all. After this window closes, you live with it until next quarter when you get a chance to get better at this. Analysis paralysis is a real thing, and it’s critical to plan to avoid it. Get OKRs into play so you can learn how to do them better next time.

		Of course when you review, you may find someone is working on the same problem your team is.

		IT’S OKAY

		. I recall chatting with Google Ventures partner Ken Norton about when he first started at Google. Google was already huge at that point and they had an unintuitive approach to duplication of effort: they believe that there is no way to know what team will succeed and how they will succeed, so don’t worry about duplication until you have multiple successful options. I think this is the right way to look at innovation: It’s more important to be effective than efficient. Efficiency kills innovation.

		There is a schedule that looks a bit like this (some steps will be familiar by now):

		

		Grade OKRs two weeks before quarter ends (there are very few hail Mary’s possible in the last two weeks, unless you’re in sales). Determine if you should move to the next expected Objective, change it, or have a do-over.

		Annual OKRs are set by execs, typically at an offsite (for focus reasons).

		Two weeks or so before EOQ, the execs set company OKRs. This will be a two-hour meeting once you’ve got the hang of OKRs, but at the beginning of your process, reserve more time. I recommend scheduling three, two-hour meetings, and think how nice it will be to cancel them if you don’t need them!

		Publish company OKRs a week before the quarter ends. Teams and departments set OKRs.

		Publish team and department OKRs (if departments have them).

		Short review period

		Short revision period

		Hit the ground running on day one of the new quarter.

		

		This is the only way to scale OKRs without dragging your company to a halt every quarter. It requires you to do several brave things:

		

		1. Hire well

		

		2. Set clear outcome-based goals

		

		3. Give up control of tactics to achieve company goals

		

		4. Trust your teams

		

		But if you don’t have trust, OKRs aren’t going to help much anyhow.

		

		OKRs and the Product Portfolio

		

		In larger companies, you will need to figure out who needs to use OKRs and who doesn’t. There are groups that will really struggle if you give them OKRs and others that will flourish. The three groups I see struggle the most are service teams, bread and butter teams, and individuals.
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		Let’s start with a company’s product portfolio. Boston Consulting Group had a nifty 2×2 box that I find myself returning to again and again.¹⁵

		

		All your products should fit into one of these quadrants. Should all of these quadrants have OKRs? What should you do in each quadrant?

		I’ve created the 4Es Product Portfolio diagram¹⁶

		

		to help you think about who needs OKRs and who can get by with just KPIs.

		The question mark is a market where you don’t have many (or any) products, but it is growing like crazy. Think of the baby boomer market or China a few years back. For this quadrant, you can use Exploratory and Hypothesis OKRs (see the chapter “Beyond the Usual OKR approach”).
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		The star is the Expand market. You’ve got success AND products and services already in the market. Time to see how high the ceiling is! You’ll want to use traditional OKRs here.

		Cash cows are those businesses where you have saturated the market and you haven’t found any way to grow but it’s still making money. If there really isn’t any way to grow this market, then don’t subject them to OKRs. It will merely be frustrating.

		And if it’s a dog—a market fading with your product success—then it’s time to exit. Do not ask this team to use OKRs. Instead, look at trying to automate as much as possible and defund it.

		So why can’t we use OKRs on the shrinking market products? If you ask people to do the impossible and you tie their compensation to it, you will get bad results. First, it’s depressing to be asked to do the completely impossible. Second, if people have their compensation tied to it, they will cheat and try to game the system.

		What do these two companies have in common?

		

		Wells Fargo

		VW

		

		Both had executives who set impossible goals and didn’t take no for an answer. They both tied compensation (and even continued employment) to meeting the impossible goals. And that led to profit … until someone found out.

		In the early 2000s, Wells Fargo created a cross-selling campaign called “Going for Gr-Eight” (giving impossible initiatives cute names does not help, btw). Incentive schemes were created for everybody from tellers to district managers. At some branches, employees couldn’t even go home until they met their target!

		In 2013 though, reports started to come out that the Gr-Eight campaign was leading to employees engaging in shady practices, like signing customers up for accounts or credit cards without their permission. And as news of the scandal was coming out, Wells Fargo fired about five hundred people for ethics violations, did ethics training, and told employees not to create fake accounts … but they didn’t change the “Going for Gr-Eight” targets. So, the cheating kept on going. Finally, when the regulators audited Wells Fargo, they discovered two million fake accounts and credit cards and sold services to customers under false pretenses.

		

		Cheating and covering up are natural by-products of a top-down culture that does not accept “no” or “it can’t be done” for an answer. But combining this culture with a belief that a brilliant strategy formulated in the past will hold indefinitely into the future becomes a certain recipe for failure.

		

		—Amy C. Edmondson, The Fearless Organization: Creating Psychological Safety in the Workplace for Learning, Innovation, and Growth

		

		VW had a culture of fear and impossible goals in their quest for clean diesel. Engineers there decided to come up with code that detected when the vehicle was being tested … and reduced the emissions. When it was back on the road, though, the car spewed forty times the level of air pollution regulations permitted.

		It’s better for managers to work with their teams to come up with a stretch goal that makes sense for the group. Short-term profit is nice, but long-term profit created by employees who are working at their best is better.

		

		Service Departments Will Struggle

		

		A service department is a group that supports product teams. Service departments can include but are not limited to:

		

		Engineering (including ops)

		Design

		Legal

		Customer service

		Marketing

		Finance

		

		The service departments decide if they wish to set OKRs for areas they wish to improve at with the expected time remaining after they have supported the product teams. Typically, they have only 5 to20 percent of time during the week they can commit to their own projects. When the group is big enough to require internal resources (project management, etc.) the team can set OKRs when they feel they need them. I recommend NOT attempting to do OKRs in service groups unless you have both control of your own resources allocation and enough people to make something happen.

		Let’s say we are talking about service groups in larger companies that are well resourced. These service teams do NOT have to wait for the self-sufficient product teams to set their OKRs. If these service teams do NOT know how much time they can control each week, the team should use a time tracker to measure its workload for a quarter before setting any OKRs.

		Some groups, such as legal or finance, have more predictable schedules than product teams. They do not always need OKRs and can use Health Metrics to keep quality at a steady state.

		

		Let’s Talk about Individual OKRs

		

		Just say no.

		After years of companies struggling with individual OKRs, I think it’s time to retire them. It’s just too hard to keep them from being anything other than demotivating tools of micromanaging productivity in order to squeeze every last ounce of work out of an individual until they are discarded, burned out. People are not cogs in a machine that can be replaced easily when they wear out. People gain value over time as they learn and grow. The have a rich social network that the company can benefit from, they have experience and insight in the field in which they work, and they become the next generation of leaders. You want to help people live up to their potential and not exhaust them into quitting.

		Many leaders ask me, “But if I don’t use OKRs for performance reviews, how do I do performance reviews?”

		In The Team that Managed Itself, I provided a simple canvas to use for hiring, managing, and reviewing an individual’s work. Below is an abbreviated excerpt. If you are a new manager or wish to grow your people-management skills, you may find The Team that Managed Itself useful.

		

		Step 1: Define the Role

		

		In order to hire effectively (internally or externally) for a role, you need to understand the role first. Every role has four parts.

		First, you describe the things the role does—goals and responsibilities—and the things the role knows—skills and market knowledge.

		Responsibilities are the steady-state activities any job has; e.g., a people manager has to create and manage budgets, coach direct reports, and keep upper management apprised of progress.

		A role also has goals it is asked to achieve, aligned to company OKRs. Since goals change as companies do, you won’t know all the goals the role will be trying to achieve forever. But you should have a sense of what the goals are for the short term. Grow a new team? Build new efficiencies? Develop innovation strategy? Make sure that your goals—whether they use jargon or not—are concrete enough you’ll know when your new employee has hit them. If you say, “Develop innovation strategy,” ask yourself, what would that look like? What is the exit criteria? How will I know how successful it is? Vague goals are the enemy of progress.

		In order to fulfill these responsibilities and achieve the desired goals, the employee must have market knowledge and the right skills for the role. Market knowledge is how well a prospect knows the space your company operates in: commerce, health care, education. Skills refers to the hard and soft skills it takes to accomplish the job, from Python to collaboration. I put skills and responsibilities next to each other as they often are interdependent. A candidate may have to use Excel in order to do financial analysis in your company. Or the company may not care what software you use, as long as you deliver results. Placing them together will help you decide what you want to emphasize in the job description: what they do or how they do it.

		I recommend freelisting the role’s skills, stack ranking them, and then drawing a line between must have and nice to have.

		

		How to Use the Role Canvas

		

		A canvas is a visual worksheet that helps you think through an understood problem. I’ve designed the Role Canvas to be simple, so you can easily refer to it throughout the role lifecycle. I’ve included the four attributes mentioned above: goals, responsibilities, skills, and knowledge, plus an area for questions.

		

		
			[image: ]
		

		

		Take your giant wish list of qualities you’d like in the role that you carefully stack ranked. We’re going to prioritize further.

		In the goal area, only put one to three goals. One big goal, clearly articulated, is best to give you focus on your hire. I know you have a hundred wishes for the magical unicorn you hope to hire, but it’s more important to get someone who will accomplish the most important thing you need to get done.

		

		Example goals:

		

		Build out an internal design team

		Transform engineering to Agile process

		Create a new product category for our portfolio

		

		If the potential employee can contribute to the company or product team OKRs, you may wish to put that there instead. Then you can track contributions to the OKR.

		Knowledge refers to what market attributes they should they be familiar with. Healthcare? E-commerce? Pick one to three areas of knowledge.

		

		Example knowledge:

		

		Familiar with best practices for e-commerce flows

		Understands social network dynamics

		Five years or more experience in online banking

		

		When describing responsibilities, don’t make a full laundry list. Try to get the list down to the five most crucial. There are only forty hours in a week, and most people like to sleep and see their families. Put in the most critical responsibilities, and let the job grow into more if it can. If it can’t, at least the most important things get done.

		

		Example responsibilities:

		

		Hiring, coaching, and firing direct reports

		Tracking and improving metrics

		Maintaining code base health

		

		As you list responsibilities, you may find yourself thinking of the skills that are critical for fulfilling the responsibilities. It’s useful to make these explicit in order to interview effectively and later, inform what training you’ll want to fund.

		

		Example skills:

		

		Photoshop

		Django

		Excel

		Usability practices

		Working with pattern libraries

		Multitasking

		

		As you can see, skills are a bit of a catchall for everything from software to soft skills.

		Now you have a description that covers the most critical elements of the role, but is not so exhaustive that there is no space for surprising and interesting orthogonal skills to show up. You may get a marketer who knows how to edit video. You may get a programmer who has a great instinct for usability. Humans are complex and delightful. It’s useful to make space for the unexpected candidate.

		As well, you’ll get more diverse candidates. Studies¹⁷

		

		show that women will not apply for a job unless they are one-hundred-percent qualified, while men will apply when they are sixty-percent qualified. If you only list what you absolutely need in a candidate, you will get a bigger pool of prospects.

		

		Step 2. Interview and Hire

		

		Before you interview, look over your role canvas and ask yourself, “How would I know?” How would you know if they had this skill? How would you know they could accomplish this goal? How do you know if they can fulfill this responsibility?

		The answer is usually: Tell me a story …

		Sure, you could ask people, “Are you good at dealing with conflict?” They might say “No,” if they are honest, but they are more likely to say, “Yes,” since it is a job interview.

		Instead try asking, “Tell me about a time when you and your team were experiencing conflict.” This avoids speculation and gives you something to reference check as well. Enter your questions in the bottom of the Role Canvas, and use them as a guide to evaluating your candidates.

		

		Step 3: Manage Using the Role Canvas

		

		Before your weekly one-on-one, review the Role Canvas. Are they making progress toward the goal that contributes to the company OKRs? Are they fulfilling their responsibilities? Do they have the needed knowledge and skills to do their job?

		Now pick the most important topic to discuss. It might be how they are contributing to a team making its OKRs. But it might very well be feedback you’ve heard about them from another team member or a skill you believe they need to learn. Make a note to yourself on what the topic is and any salient details. Don’t trust memory. Emotion can disrupt it.

		Try not to have more than one to three things on your list. Just one is best. Remember, you meet every week. Discuss fewer things, better. And make sure you reserve 50 percent of the time or more for issues your reports bring to you.

		Consider going for a walk rather than sitting in a conference room. It will be easier to talk and more relaxing, and it will get you out of the building. Start the conversation by asking an easy personal question about an interest you and the person share, such as sports or entertainment. If you don’t know what they care about, ask! The best work is done when we all know each other as human beings.

		When you return to your desk, take five minutes to write up the most important points of the conversation. If you like paper, you can put Post-it notes over the bottom of the Role Canvas creating layers. If you prefer digital, keep a running document with dates so you can quickly review it for the quarterly conversation. Start a new Canvas/reflection document each quarter, so they don’t get too huge to be readable.

		

		Set 4: Evaluate and Give Feedback

		Using the Role Canvas

		

		To this day, the words “performance review” make me feel a bit ill. When I was at Yahoo!, I had to add extra time to any project that occurred around the performance review time, because the team would be so depressed after the evaluations that work would grind to a standstill. I also recall other workplaces where managers would spring all my faults on me once a year and I’d be left shaken and contemplating job hunting. You can rename it the quarterly “conversation” or the quarterly “reflection” but the name isn’t the problem; the problem is you if you are delivering performance reviews in the traditional way. If you manage people, you have got to learn how to give feedback well.

		Be sure to give feedback quarterly, even if you still do annual performance reviews. This gives both you and your direct reports an opportunity to grow throughout the year by addressing issues and reinforcing positive behaviors swiftly. Do not use the company’s schedule as an excuse not to have difficult but necessary conversations.

		The quarterly performance review has two parts: prep and delivery. You absolutely cannot skip prep. Memory is untrustworthy. You have to do your homework in order to give fair feedback.

		Review the weekly status reports and your notes from the weekly one-on-one meetings. Note how many times positive and negative behaviors come up. Look for patterns. Determine what is important and what is trivial.

		Imagine a design agency. There is a team that likes to play music in the afternoon while they work. One member has a tendency to start it, so he can play his music. This annoys some of the more introverted folks, who aren’t willing to confront him. This same designer has a bad habit of interrupting clients in presentation meetings. One problem is critical to address formally in the evaluation. The other is important to the health of the team, but can probably be addressed some other way, like rotating music choices on a chart.

		Each problem should be addressed, but not all rate being discussed in the evaluation. If you give someone a lot of feedback, they’ll become overwhelmed and tune out. Select the top two or three issues you wish to address. Or one. Then decide how you want to address the rest of the issues (if there are any). Some things can be discussed in a one-on-one. Some things can be addressed as a team. And some things just aren’t worth addressing. None of us are perfect, and it’s not a manager’s job to try to make us so. As a manager, you are seeking problems that interfere with the team health and ability to perform.

		As well, make sure you find opportunities to praise. While the famous “sh*t sandwich” of two compliments and one criticism has been proven not to work (look it up), you want to make sure people know they are appreciated. They may not be able to hear you in the meeting, especially if they are affected emotionally by your feedback, so make sure you write down your key points and give it to them.

		Some quarters there may be nothing to critique. That’s a good thing. Don’t look for something. However, if there is nothing to praise, that is a bad thing. Consider if you really want to keep barely adequate people around. They tend to set the bar low. Use the quarterly evaluation to ask them to step up.

		

		Day of Review

		

		Schedule at least fifteen minutes beforehand to go through your notes and get yourself in the right frame of mind.

		What is the right frame of mind? You are here to help. You work for the team. In service to the team, you are going to help this person be the best teammate they can be. You’re going to celebrate their strengths! You’re going to coach their weaknesses. You’re going to be there for them.

		You are not punishing them. You are not giving them bad news. You are just like a golf or tennis coach. Bad form is something to be corrected. Bad behavior doesn’t mean someone is a bad person. They just need help to see it and correct it.

		But most of all, you are there to listen. Don’t get so caught up in what you have to say that you don’t listen to the other person.

		You need to listen so you can react authentically and appropriately to the other person. Your goal is not to tell them what’s wrong or right, but to point out problems in their contributions to the team, understand how they see the situation, and invite them to come up with solutions to fix the issue. Understanding takes listening.

		The first time you hold a coaching-style performance review, you may need to say explicitly that you are there to help. I know every time I’ve walked into a review, I’ve been afraid. So many managers see this as a time they need to get tough, even if that is not their natural style. By explicitly saying you are there to help a report reach their potential, you can begin to build trust. And with time, that trust will go both ways.

		At the end of the conversation, ask your report if they have any advice for you, either about your feedback style or leadership. The first evaluation, they probably won’t have anything to say. Ask them to think about it and let you know in your one-on-one. Over time, it will become a habit to exchange coaching. You’ll get better at your job and help build psychological safety as well.

		Finally, document everything. Memory is fallible.

		

	
		

		OKRs and the Annual Review

		

		By Deidre Paknad, CEO of Workboard

		

		Workboard enables and sustains OKRs, brings goals into people’s day-to-day work focus, and provides continuous and cross-organization transparency.

		Somewhere over the past decade, business goals were hijacked and lost their magic powers. In our personal lives they are aspirations, drivers of important decisions and provide purpose. Yet at work and especially in large enterprises, two-thirds of people think they’ve become largely irrelevant to all but the compensation process. One of the most potent motivators and sources of satisfaction has been neutered in many large organizations—removed from the tool set that individuals and leaders have to grow themselves, their teams, and their business.

		When performance assessments drive goals instead of goals driving business performance, goals are created for annual reviews. When they’re written to ensure compensation outcomes twelve months in the future, goals are necessarily vague and the achievement bar is low. As the velocity of business increases, annual goals get more disconnected from business reality and more watered down. While this is particularly true in large businesses, it should be said that in many younger organizations, goals are something the CEO shares with the board instead of the team. Either way, they don’t help people make good day-to-day decisions about their time and effort or build up to great outcomes.

		

		How Do We Restore the Magic Power of Goals?

		

		It starts with reframing goals from a device to assess performance to one that inspires and amplifies it. That means transforming the model, cadence, and presence of goals within your organization. Combine aspirational near-term goals with aggressive quantitative metrics and a weekly execution and accountability cadence to achieve fast, great results rather than lower, slower outcomes. These are not old-school, back-office goals—these are dynamic, tangible, and genuinely inspiring to people every day. They tap into our free-will interest in reaching for great outcomes and their shorter cadence produces both more results and more satisfaction. The magic is five steps away:

		

		Use Goals to Define and Drive Success

		

		Goals work when they’re inspiring and capture our natural intention for greatness. They should describe what great victory is for every team, and be a real-time rather than one-time rally point for people. When they’re tangible, they provide purpose which improves everyone’s contribution and provides a focal point for day-to-day execution. By defining clear short-term goals and metrics, you’ve defined priorities and given people permission to focus on the most valuable activities. (Leaders often overestimate how well people understand their goals—just 7 percent of people really do!)

		

		Dump the Old-School Goal Model for

		One that Amplifies Results

		

		Techniques like Objectives and Key Results (OKRs) help companies achieve the best possible rather than the most probable results. This method combines bold, aspirational statements with metrics for Key Results that reflect awesome outcomes. OKRs provide radical clarity for everyone in the organization on what they’re trying to achieve and where to spend their time—they are the tie breaker. Where traditional approaches encourage people to set the results ceiling low, OKRs amplify results by removing the ceiling and focusing on the best possible outcome. When you’re maximizing the possibilities with OKRs, disconnect OKRs from performance reviews.

		

		Manage Achievement in Real Time

		

		Goals and OKRs are only as good as their execution and with short-range goals (as with sales), every week in a twelve-week quarter matters. As business velocity accelerates, leaders can’t wait for monthly and quarterly reviews to find out the team got distracted, can’t overcome roadblocks, or lost its way. With real-time goals and continuous execution transparency, you can help people stay goal-focused, easily predict results, and drive accountability.

		

		Make Goals as Present as Email

		

		Your team should be able to find their goals and yours and see progress against them in three seconds. That’s about how long it takes to focus on the last message in their inbox—which is your goal’s competition for their time and focus. Our research shows that high performers start their day by looking at their goals and then consciously aligning their time with their aspirations. If you want to be a goal-focused organization, make it easy for everyone to focus on them every day.

		

		Goals Should Flow Top Down and Bottom Up

		

		Pure hierarchies rarely work today; organizations that focus on teaming and leading across each level are more agile and successful. When goals only flow top down in large organizations, opportunities—maybe even markets—are lost. Talented people and great ideas are everywhere in an organization; let their aspirations flow and you’ll be unstoppable. Rather than an over-rigid down line cascade that assumes the chief knows all, converge on goals so innovation isn’t stifled and broader strategies progress smoothly.

		

		So How Do You Assess Performance

		and Decide Who Gets Pay and Promotions?

		

		Instead of a one-time performance review event, use continuous conversations to coach and calibrate. Have one-on-ones at least twice a month and calibrate on three things: engagement, performance, and alignment. We use five levels for each and recommend both manager and employee share their view so perception gaps can be addressed quickly. End of year, your employees had twenty-four conversations with opportunities to improve and recognition—it’s more authentic, builds skill, and improves performance. Reviews are simple because the facts are shared, there are no surprises, and it is just another in a series of performance conversations.

		

		

		Tracking and Evaluating OKRs

		

		Two weeks before the end of the quarter, it’s time to grade your OKRs, and plan for the next cycle. After all, you want to hit the ground running on day one of Q2, right?

		There are two common systems for managing OKRs: confidence ratings and grading. Each has its benefits and downsides. We’ll start with confidence ratings, which is my preferred approachConfidence ratings are a simple system best used by start-ups and smaller teams, or teams at the beginning of OKR adoption. When you decide on your objective and three KRs, you set a difficult number you have a 50 percent confidence in achieving. This is typically noted by a 5/10 rating on the status four square.

		In your Monday commitment meeting everyone reports on if and how their confidence levels have changed. This is not a science; it’s an art. You do not want your folks wasting time trying to track down every bit of data to give a perfect answer; you just want to make sure efforts are directionally correct. The first few weeks of OKRs, it’s hard to know if you are making progress or not on achieving your Key Results. But somewhere in week three or four, it becomes very clear if you are getting closer or slipping. Each team leader (or team member, if a small company) will start to adjust the confidence rating as they begin to feel confident.

		Then the confidence rating will start to swing wildly up and down as progress or setbacks show up. Eventually around two months the confidence levels settle into the likely outcome. By two weeks from the end of the quarter you can usually call the OKRs. If they were truly hard goals, the kind you only have a fifty-fifty chance of making, there is no miracle that can occur in the last two weeks to change the results. The sooner you can call the results, the sooner you can make plans for the next quarter and start your next cycle.

		The advantage of this approach is two-fold. First, the team doesn’t forget about OKRs because they have to be constantly updating the confidence level. Because the confidence level is a gut check, it’s quick and painless, key for getting a young company in the habit of tracking success. The second advantage is this approach prompts key conversations. If confidence drops, other leads can question why it is happening and brainstorm ways to correct the drop. OKRs are set and shared by the team; any team member’s struggle is a danger to the entire company. A leader should feel comfortable bringing a loss of confidence to the leadership team and know that he’ll have help.

		At two weeks before the end of the quarter, you mark your confidence as ten or zero. Success is making two of the three Key Results. This style of grading leads to doubling down on the possible goals and abandoning effort on goals that are clearly out of range. The benefit of this is to stop people spinning their wheels on the impossible and focus on what can be done. However, the downside is some people will sandbag by setting one impossible goal, one hard goal, and one easy goal. It’s the job of the manager to keep an eye out for this.

		The second approach to OKRs ratings is the grading approach. Google is the most famous for using the grading approach. At the end of the quarter, the team and individual grade their results with data collected. A grade of 0.0 means the result was a failure, and 1.0 means the result was a complete success. Most results should land in 0.6 to 0.7. From the Google official site on using OKRs, ReWork:

		

		The sweet spot for OKRs is somewhere in the 60–70% range. Scoring lower may mean the organization is not achieving enough of what it could be. Scoring higher may mean the aspirational goals are not being set high enough. With Google’s 0.0–1.0 scale, the expectation is to get an average of 0.6 to 0.7 across all OKRs. For organizations who are new to OKRs, this tolerance for “failure” to hit the uncomfortable goals is itself uncomfortable.

		

		Ben Lamorte is a coach who helps large organizations get started and sustain their OKR projects. He regularly uses a grading rather than confidence approach. In his article, “A Brief History of Scoring Objectives and Key Results” (https://www.linkedin.com/pulse/brief-history-scoring-objectives-key-results-okrs-ben-lamorte

		

		), he writes:

		

		As an OKRs coach, I find most organizations that implement a scoring system either score the Key Results at the end of the quarter only or at several intervals during the quarter. However, they generally do not define scoring criteria as part of the definition of the Key Result. If you want to use a standardized scoring system, the scoring criteria for each Key Result MUST be defined as part of the creation of the Key Result. In these cases, I would argue that a Key Result is not finalized until the team agrees on the scoring criteria. The conversation about what makes a “.3” or a “.7” is also not very interesting unless we translate the “.3” and the “.7” into English.

		

		I’ve arrived on the following guidelines that my clients are finding very useful: Here’s an example showing the power of defining scoring criteria upfront for a Key Result.

		

		Key Result: Launch new product ABC with 10 active users by end of Q3

		

		Grade 0.3 = Prototype tested by 3 internal users

		

		Grade 0.7 = Prototype tested and approved with launch date in Q4

		

		Grade 1.0 = Product launched with 10 active users

		

		This forces a conversation about what is aspirational versus realistic. The Engineering team may come back and say that even the 0.3 score is going to be difficult. Having these conversations before finalizing the Key Result ensures everyone’s on the same page from the start.

		

		As well as precision, Google sets high value on transparency. As well as all OKRs, individual and team, being posted on the intranet, team progress is shared throughout. Again, from ReWork:

		

		Publicly grade organizational OKRs. At Google, organizational OKRs are typically shared and graded annually and quarterly. At the start of the year, there is a company-wide meeting where the grades for the prior OKRs are shared and the new OKRs are shared both for the year and for the upcoming quarter. Then the company meets quarterly to review grades and set new OKRs. At these company meetings, the owner for each OKR (usually the leader from the relevant team) explains the grade and any adjustments for the upcoming quarter.

		

		And ReWork warns against the danger of set and forget:

		

		Check in throughout the quarter. Prior to assigning a final grade, it can be helpful to have a mid-quarter check-in for all levels of OKRs to give both individuals and teams a sense of where they are. An end of quarter check-in can be used to prepare ahead of the final grading.

		

		This is also done differently across teams—some do a midpoint check, like a midterm grade. Others check in monthly. Google has always had an approach of, hire smart people, give them a goal, and leave them alone to accomplish it. As they’ve grown, OKRs are implemented unevenly, but OKRs continue to allow that philosophy to live on.

		Ben Lamorte also shares a simple technique to keep OKR progress visible: progress posters. Several of his clients have set up posters in the hallway that are updated regularly with progress. Not only does this make OKRs more transparent and visible across teams, it can be effective for communicating scores on Key Results and really creating more accountability. It just doesn’t look good when your team hasn’t updated any scores and when you’re already a month into the quarter. Most of these posters include a placeholder to update scores at four to eight planned check-ins throughout the quarter. Certainly OKR posters are not for all organizations, but they can be quite effective in some cases.

		No matter if you use confidence check-ins or formal grading (or a combination of both), there is one last piece of advice from ReWork that is important to keep in mind:

		

		OKRs are not synonymous with performance evaluation. This means OKRs are not a comprehensive means to evaluate an individual (or an organization). Rather, they can be used as a summary of what an individual has worked on in the last period of time and can show contributions and impact to the larger organizational OKRs.

		

		Use the accomplishments of each person to determine bonuses and raises. If you use the status report system described in this book, it should be easy for each person to review their work and write up a short summary of their accomplishments. This report can guide your performance review conversations. Some things shouldn’t be automated, and the most important part of being a manager is having real conversations about what an employee has contributed. And what he hasn’t.

		If you rely on OKRs results to guide your decisions, you will encourage sandbagging and punish your biggest dreamers. Reward what people do, not how good they are at working the system.

		

		Beyond the Usual OKR Approach

		

		As I’ve worked with companies over the years, I’ve noticed certain patterns in the challenges they faced that required a different approach to OKR setting. With my clients, I co-created new “flavors” of OKRs to support those efforts while making sure that the OKRs are still outcome oriented.

		Some organizations struggled with setting goals when you have no idea what you are doing. Others wondered, when do we stop exploring and start doubling down on a strategic direction? Many struggled with long time horizons for development, such as those seen by finance companies or biotech.

		Below are three common types of OKRs I have developed to help companies in the early stage of development, at the middle stage when you are validating a strategic direction, and finally, before committing to major efforts.

		

		Exploratory OKRs

		

		Disruption efforts, be it entrepreneurs or intrepreneurs, often struggle with adopting OKRs. OKRs were originally designed for exploiting—driving performance in previously identified, high-potential initiatives—and not for exploring unknown possibilities. Exploratory OKRs work well for very early stage start-ups or for R&D/innovation teams.

		Exploratory OKRs were one of my earliest uses for OKRs in my personal life. If you’ve watched my talk, “The Executioners Tale,” you’ve seen this OKR set.

		

		Objective: Be financially stable, preserve health,

		do work I like.

		

		KR: Earn $30K over three months doing work I’d do even

		if I wasn’t paid.

		

		KR: Have a manageable budget to predict expenses

		

		KR: Zero acid reflux, zero back pain

		

		In the above OKR set, I am envisioning an end state I want to see, defining it quantitatively, and then running a lot of experiments to try to achieve that state of happy and healthy.

		I tried consulting at start-ups, paid speaking, Clarity (advice over the phone), and teaching a night class at General Assembly. I learned what I like, what kept me healthy, and what made enough money to live the life I wanted. I emailed my efforts and the results to my coach, who helped me make sense of it all. I can trace my current life at Stanford directly back to this OKR set.

		In the early days of TeaBee, Hanna is trying to convince Jack to explore restaurant suppliers as a potential market. Exploratory OKRs could have made that run more smoothly.

		In a business setting, Exploratory OKRs are a solid approach if you’ve got a bit of cool new technology and need to find a market for it (probably the hardest way to start a start-up, IMO). For example, let’s say you are a researcher and came up with a way to quickly draw pictures in emails for when words fail. You invented it to scratch your own itch: Often you are frustrated trying to explain your ideas just with words and you wish you could just do a quick “back of the napkin” drawing to explain yourself. But who else has this problem? You love your product, and you are trying to figure out who else might use it.

		Here is an example OKR set for that entrepreneur. (As ever, I use “X” as a stand-in for the actual amount. To get to that amount requires a lot of discussions and market research.)

		

		Objective: Market can’t live without our tool for drawing pictures in email.

		

		KR: Preorders at X

		

		KR: 3 B2B deals signed

		

		KR: X beta users

		

		It’s okay to get this wrong. The numbers don’t have to be right, since you barely can guess what you have to make to achieve these goals. This kind of OKR acts more as a North Star. It reminds you what you are trying to do and reminds you to try to measure your success every week. The early stages of development are gooey, and it’s too easy to wander off after the next shiny object.

		In game development we call this “wandering in the wilderness.” Often the only goal for a game is the ever elusive “fun.” The struggle is how to get fun to happen for enough people to make the game worth developing.

		

		Objective: Target market finds our game fun.

		

		KR: Play testers eagerly recommend three friends to playtest

		

		KR: In play tests, 80% of players complete the game

		

		KR: 30% of players buy the game at the “pre-release price”

		

		Setting an Exploratory OKR set makes sure you focus on your goals when it’s so easy to get excited by a new lighting approach, or a great idea for sound design. OKRs remind you that you are doing this for your audience and for your business—not just for giggles.

		As TeaBee grows, and raises their series B-round, Hanna and Jack discuss how they will expand. Jack is still in love with retail shops. Hanna resists because retail is very expensive. She pushes back, and suggests subscription service. Raphael overhears them arguing, and asks Jack and Hanna why each makes sense.

		Jack says, “We can create an experience for our drinkers, like Starbucks or Philz! We can build a strong brand and increase retention and revenue!”

		Hanna says, “Retail is hard and expensive. Subscriptions is much easier. We can still grow awareness and loyalty with a great unboxing experience followed by great tea!”

		Raphael says, “It sounds to me like you share a goal: Have a direct relationship with our tea drinkers. We’ve been B2C for a while. Are you certain?”

		Hanna responds, “Absolutely. We’re at the mercy of the suppliers now. A second revenue stream, especially providing a direct relationship with our tea drinkers, will create more resilience in the company.”

		Jack nods. The three then come up with their exploratory OKRs.

		

		Objective: Find a way to have a direct relationship with tea drinkers.

		

		KR: Aided brand recognition of TeaBee at 7/10

		

		KR: Preorders at $5K

		

		KR: Open rate of emails at 12%

		

		Now they can brainstorm other ways to get to the goal and stop arguing about their pet theories. For the rest of the quarter they’ll have small, multidisciplinary, team-run experiments around the various tactics to getting the numbers they want. They may do a small pop-up tea house, they may set up a sign-up for people to join a subscription service, they may hand-deliver some tea to see if tea delivery might work. This is the Lean Start-up approach: Go small to reduce risk. This approach to OKRs can help any early-stage start-up or internal innovation effort.

		What if one of their ideas did work? What’s next?

		

		Hypothesis OKRs

		

		Exploratory OKRs are good for finding that first hint of product-market fit. Using them may lead to a strong hypothesis of how to execute against that lofty strategic goal. But don’t dive in right away. Now that we’ve picked a good candidate for the next big thing, we want to test if it really will be big.

		Hypothesis OKRs are useful for getting the data you need to prove you are on the right track or that you need to pivot. In a Hypothesis OKR, the Objective is a hypothesis about a success state, and the Key Results are the metrics that prove if it’s true. If you achieve your Key Results, you can prove you have product-market fit to yourself and to your investors.

		Here’s how it works: The Objective is your value proposition. It should include the target market. For example:

		

		Bookkeepers are delighted by our auto-categorization system.

		Designers can’t imagine designing interfaces without our usability error detection algorithm.

		Product managers love meetings when using our agendaware.

		

		The KRs are the way the market would react if the value proposition was true. This can include:

		

		Sales/revenue

		Conversions from competitors

		Willingness to recommend your software to peers

		Prepayment for vaporware

		

		Beware of “weak indicators” like NPS or email signups. People don’t lie with their wallets.

		Without trying to fit all of “how to make a start-up succeed,” I’ll say that if you have done your market research and you have a guess about how big your SOM is, you should be able to put together a credible guess at what your KRs should be. Even if you can’t, the sooner you start benchmarking, the sooner you’ll understand the metrics that affect you. Practicing prediction develops intuition about your market.

		

		Example: Brand X has pivoted into B2C from B2B.

		

		O: Customers embrace our product.

		

		KR: X units sold (a high number)

		

		KR: X returns (a low number)

		

		KR: X number of 4–5 star reviews on sales website Y

		

		At the end of a quarter, “failing” to make your OKRs is a good thing. It tells you the market isn’t going to be viable or the promise of your product was overhyped. You analyze the results and make a decision to try again with a different strategy or kill the product.

		Last quarter at TeaBee the little innovation team tried several approaches. Counterintuitively, the subscription service had very little interest. Hanna argues it will take more time to get the word out. But the numbers for the teahouse were surprisingly good. The execs and the innovation team gather to discuss what would be a strong signal that they could commit further to this idea.

		

		TeaBee’s Hypothesis OKRs

		

		Objective: Create a compelling independent teashop experience.

		

		KR: Capacity at 100% during rush times

		

		KR: $40k in takeout sales

		

		KR: Yelp review 4

		

		The teashop pop-up was a great success. But brick and mortar businesses are pricey. What if we only open one? With a short lease? Then we take however long it takes to prove this could be profitable or discover it isn’t. Deciding to kill a project (or company) is a really difficult choice. It crushes morale and leads to angry emails from customers. Let’s not even talk about all the money that went down the drain! But if you go a little slowly and reduce risk along the way, you might be the next Starbucks.

		

		Milestone OKRs: Outcome-Based Milestones

		

		When you have a big initiative, you need to set Milestone OKRs: outcomes you want to hit to know if your current efforts are pointed in the right direction. This will reduce risk for projects that take multiple quarters. By iterating, you can shift your strategy if something isn’t working.

		Companies in slow-moving industries often struggle with the quarterly cadence of OKRs. So I invented Milestone OKRs for efforts that last more than a couple quarters. I came up with them when I was working with a Mexican restaurant owner who was expanding from England into Switzerland. He said he had things he “just had to do” like finding a location and getting permits and hiring. How could OKRs help?

		I asked, “Will any location do?”

		He said, “No, it has to have the right zoning, enough foot traffic, parking, public transit access …” etc., etc.

		We came up with the Milestone OKR for Q2 of, “Be prepared to have a successful pre-opening test run.” The KRs were about quality of location, quality of hires, etc.… that way he could still try different things to get to a successful Milestone. The new Milestone was about measurable opening success and the third was about the next branch of the chain.

		Since then, it has worked well for R&D, biotech, finance, and other companies that have longer development cycles. A year is too long to go without checking in, so the Milestones are to create clarity about what research is being done to what end, and what success looks like. These Milestone OKRs are never around what we’ll do, but always about where we’ll be. The Objective will probably not change much. It is usually, “Get to shipping this new thing.”

		The Key Results are the metrics you want to hit or you may need to kill this effort.

		Here is a list of traditional Milestones followed by Milestone Key Results.

		

		Milestone: Get new CPAP lightweight mask prototype built.

		

		Milestone KR: New CPAP lightweight mask prototype produces better sleep for 8 of 10 testers

		

		Milestone: Strategy for 2021 draft finished.

		

		Milestone KR: Strategy for 2021 draft approved by C-suite (trust me, it’s a stretch goal)

		

		Milestone: New quality assurance tracker database finished (task Milestone for a new quality assurance tracker tool)

		

		Milestone KR: New quality assurance tracker database approved by stakeholders and SME’s (subject matter experts)

		

		In order to get people to think about these as outcomes, not output, I give you permission to call them MORKS. It should liven up some meetings.

		Here is TeaBee’s. We are using the “4Os and4KR” format.

		

		Annual Objective: Wow TeaBee fans with in-store tea consumption experience.

		

		Q1 OKR: Research indicates strong market position.

		

		KR: Market size of 20 million/annual identified

		

		KR: 3% of our restaurant customers preorder discounted gift certificates for when we are open

		

		KR: Margins of servings are viable, at least 2%

		

		Pipeline

		

		Get numbers from local Starbucks

		Survey for free samples?

		Cost analysis?

		More pop-ups

		

		Q2 Objective: Pilot “Pop-up” is loved.

		

		(Obviously, this can be changed if Q1’s OKRs aren’t met sufficiently)

		

		Q3 Objective: Store is set up for a successful opening.

		

		Q4 Objective: First store opened.

		

		It’s the difference between doing something and doing something effectively. To figure out what your Key Results should be, ask yourself: What would happen if we did this Milestone to the best of our ability? What external signs would indicate we’d done well?

		Nothing is more intoxicating than a team that’s making real measurable impact in the world.

		

		OKRs Are Always About Outcomes

		

		No matter what you are trying to do and how you are trying to do it, OKRs are there to help you do it well. You can be just beginning an effort with a vague idea, like, “I wonder if it’s worth creating a cooperative publishing company for books about weird ideas with small markets?” You can be a little further on, like, “I know a bunch of folks with these book ideas and they all have a good following, but is there enough to actually make a living?” Or you can be ready to commit to something huge, but it’s scary to risk a year or more on a (validated) hunch: “I want to launch a publishing group that is sustainable and influential.”

		You want your work to have impact. Don’t make a to-do list. Don’t build a kanban board full of tasks … yet. Decide what impact you want to have and then work toward that, measuring the entire way. Only then will you know when it’s time to pivot, when it’s time to quit, and when it’s time to double down. Use feedback from the real world to make a real difference.

		Don’t just make stuff. Make an impact.

		

		Using OKRs to Increase Organizational Learning

		

		OKRs, when done with the Radical Focus approach, are designed to create faster organizational learning. To explain why, let me give you just a smidgen of learning theory from John Dewey. I promise it won’t hurt.

		There are at least three ways to learn: what I’ll call instruction, action, and reflection. All three are important, but the most important is the least practiced: reflection.

		

		Instruction

		

		Instruction is what we think of when we think of teaching. Organizational leaders hire some outside person to give a talk or a series of talks about a topic. Udacity delivers online lectures. Or you buy a book on the topic! Instruction is when someone stands in front of you and talks at you, and while that has its uses, instruction is the weakest approach to education by far.

		

		Action

		

		The second educational approach is action—learning by doing. You may be familiar with this style from school when teachers gave us projects and essays. Action is inherently powerful, as it allows you to create a personal relationship with knowledge and learn practical skills. Heart surgeons and pilots both put in hundreds of hours under supervision before we consider them qualified for just this reason—book knowledge often isn’t enough. The skills you get from learning by action go deeper, and remain with you longer, than the knowledge you get from instruction.

		

		Reflection

		

		Almost everyone neglects the last part of learning: reflection. To learn from experience, you need to reflect on what has happened and what it means. In education, this takes the form of writing essays, Q&A, and discussion (and more, if you have a good teacher).

		In the Lean Start-up methodology, learning is also built in. You build hypotheses that you can then test, and reflect again, to learn in an accelerated way. If you run your OKRs in a quarterly cadence with the weekly check-ins and quarterly grading, you harness the same kind of reflection. Your OKRs set a goal, and the priorities—or task list, or Roadmap—you set to get to that goal are just hypotheses. You test those hypotheses every week. Then, at Friday check-ins, you reflect on what your actions have taught you and course correct for the upcoming week. The reflection focuses and guides practical learning through action. Your hypotheses get better, and you make more goals.

		You also make time for reflection at the end of the quarter. You stop in order to codify the learning from your OKRs the last three months, and you grade the effort you’ve made. The grading is not about passing or failing. Rather, the value of grading is holding honest conversations you have while you’re grading. “Why did we not make this? Why did we make it? What did we learn? Where are we sandbagging? Where are we growing?”

		Those who do not slow down to learn from their mistakes are doomed to repeat them.

		

		Social Learning on the Scale of an Organization

		

		When we talk about teams, we often talk about them as if they were isolated entities, and assume that learnings they create exist only within the team. The truth is, in organizations, no one is on only one team. Raphael, head of engineering, belongs to the executive team, the engineering team, and a project team planning to re-architect the company’s major database. In a large company there might be dozens or hundreds of overlapping teams: executive teams, design teams, sales teams, and teams that pop up for a single project. Hanna and Jack’s tea company is a team made up of designers, sales, management, and so on…. Even a small start-up is a team of teams. As they grow bigger, so does the team network.

		When someone has social connections to other teams, that person will talk about their experiences. Raphael sees the OKRs process for several teams, and he’ll learn from the reflection for each. He will then argue for a good idea from the project team to be applied to engineering as a whole, or for an executive idea to be demo’d in the small scale in a sample team in his department. Every fast-learning, fast-growing team I’ve ever seen shares what they’re learning. In a healthy organization, everyone evangelizes.

		When your company gets too big for everyone to attend Friday bragging sessions, you may wish to add some formal cross-team learning events. Fast-learning companies often have lunch-and-learns where various teams present to anyone who shows up (and with free food, people do show up). Someone can share how they nailed a tricky Key Result. Another can rave about a new market insight. Others can share tips for sequencing a Pipeline based on effort, impact, and confidence. Eventually, everyone becomes very good at watching for learning, and talking about what worked with others. Cross-team learning becomes built into the cadence of your week.

		The Friday status email also builds cross-team learning in two key ways. First, very short emails sent to everyone (or available in a public place like a Slack channel) will be read. Wonder what the acquisitions team is up to? Read their status email. It takes thirty seconds, and lets you know if it’s time to pay them a visit. Second, the one person who has to read it—the boss—knows who has tripped over a useful insight and can nudge that person to share in the Friday bragging session or a lunch-and-learn.

		Everyone circulates what works and learns from the things that don’t. Failures become something you talk about, and learn from, with other people.

		Learning becomes something the company does together.

		

		OKRs Are Built for Organizational Learning

		

		Let’s go through another example based on the Radical Focus team. Perhaps Jack notices two restaurant suppliers who look the same to him except that one signed up with TeaBee and one didn’t. At the OKRs reflection team meeting, he might ask the team to discuss why they’re different. “If we can solve this mystery, it could help the company target the people who will buy,” Jack says.

		The team brainstorms possibilities. After twenty minutes of discussion, Hanna notices one distributor only sells to low-end restaurants. She suggests that they might want tea bags, not loose-leaf tea. Everyone loves the insight, and suddenly the whole company is off in a new direction, studying how to attract the loose-leaf customers and pass on the ones who want tea bags. Or maybe they create a new line of products. How do they test the hypothesis? Then what does it mean for marketing? For packaging? For website design? Suddenly from one discussion, a whole range of hypotheses to test becomes available.

		Each observation results in a hypothesis that must then be validated as true or false. When those insights are validated, they are shared. This becomes company lore. Then each department and team must create a hypothesis for how to apply that insight to their own team. For example, what else do the more affordable restaurants want, and how does that affect suppliers? Should TeaBee tailor their marketing materials to each? Maybe create a second brand? Every learning we get from reflection is a clue that helps solve the bigger mystery of how to make the business successful.

		Not all learning is about customers and products. Sometimes you learn how to learn. Sometimes teams test out ways to work together, and learn what does and doesn’t help the company move forward.

		The OKR cadence manifests new insights through awareness, experimentation, conversation, and reflection. When we live that cadence, we learn, and apply that learning. We slow down and think, and act out that thinking to learn at an even deeper level. Through action and reflection, we build meaningful, practical, deep knowledge of the market.

		OKRs are built for learning.

		

		Adapting to Change in a Changing Market

		

		As I’ve said, the most important advantage (and asset) a company can have is its speed of learning. The rate of change in the market is only growing. Everyone, from customer service to technical writers to the person who makes your banner art, needs to be learning at an individual and a company level to succeed at the pace we’re talking about. In the 21st century, being cogs in a wheel isn’t going to cut it anymore. We must learn, and learn to adapt.

		Living your OKRs in the cadence I’ve described will build in learning. Sure, OKRs help set good goals, but the methodology does more than that. With Radical Focus, you make the social commitment to the Objectives and Key Results. You move toward them intentionally, sharing what you’ve tried and reflecting on how it works as a group, and course correct as a result of that reflection. Learning compounds through the process. It turbocharges your learning, and therefore, turbocharges your growth as a company.

		Just setting metric-defined goals—even if you call them OKRs—isn’t enough. OKRs without focus and a cadence of learning become an exercise in making your numbers. That might sound fine, but it has unfortunate consequences. When you judge people’s success by raw numbers without conversations and context, you end up with all sorts of “hacks”—people cheating to hit the numbers because the stakes are high and failure isn’t acceptable. In those circumstances, no one’s getting smarter; they’re all just inflating a balloon that will pop at some point. When you emphasize learning, you’ll fail more, and fail more publicly. That’s the point! By being willing to fail, and then have a conversation about that failure, you’ll learn. You’ll be delivering real value to your market, and growing fast, while your competition is sitting around worried about how they’re going to cheat to make their numbers.

		OKRs help you adapt. No one ever truly understands what’s coming tomorrow; OKRs let you navigate the changing world with confidence as you go. This process harnesses one of the most powerful forces in history: humans’ ability to learn. It builds knowledge, keeps you nimble, and allows you to adapt to nearly anything.

		

	
		

		Score your OKRs;

		it is worth it.

		

		A guest essay by Magdalena Pire Schmidt,

		management coach and OKR trainer

		

		I have seen teams enthusiastically craft their first set of OKRs (Objectives and Key Results). But when it is time to score them, it is like pulling teeth. More on this later. Let’s start by looking at why you should score your OKRs and how to do it.

		Scoring OKRs has two steps:

		

		

		1. Score each Key Result from 0 to 1.

		

		2. Obtain the Objective score from the average of the Key Results.

		

		

		Easy.

		Scored OKR example:

		

		Objective: Get rid of our customer service backlogs. [0.22]¹⁸

		

		

		KR: Decrease average response time from 7 to 3 days [0.5] Note: The average is 5 days.

		KR: Maintain weekly CSAT at 85% [0.17] Note: CSAT was maintained 2 weeks out of 12. The weekly average CSAT was 69%.¹⁹

		

		KR: Reduce cost per request from $3 to $2.70 [0] Note: Cost increased to $3.10.

		

		It is important to score with numbers.

		

		Providing numerical scores for OKRs is critical for the process. It helps:

		

		

		1. Improve the quality of your Key Results. High-quality Key Results are measurable and unambiguous. If you find yourself mid-quarter having to provide a lengthy explanation for the scores, chances are that the Key Result was not the measurable outcome it was supposed to be. Even for experienced practitioners, writing measurable and meaningful Key Results takes several drafts. Asking ourselves, “Are we able to measure this at the end of the quarter?” helps in that process.

		

		2. Face reality. Numbers have a way of bringing reality to the forefront. This is not to say that a low score is always bad news. There are many reasons for low scores (the Key Result was deprioritized, we realized we were tracking the wrong metric, the initiatives simply did not work but gave us valuable learnings, and so on). Once we reckon with reality, we can decide how to proceed: What needs to change to make more progress? Was this not accomplished because it was not that important? Does it need more attention? These are questions you don’t want to be asking at the end of the quarter. I strongly recommend scoring OKRs numerically mid-quarter. Have a moment of reckoning, then identify what to focus on and what to drop for the coming six weeks. Score again at the end of the quarter.

		

		

		Score actual results

		

		As much as possible, stick to scoring results. OKRs are a powerful methodology precisely because execution is driven by outcomes, not by plans or initiatives. How many of us have celebrated the launch of a new project only to realize later that it did not work? I certainly have. Being anchored on actual results helps teams become more innovative, pivot, and experiment.

		That said, there are different scoring practices out there:

		

		

		
			
				
				
				
				
			
			
					Practices
					Scoring Confidence 
					Scoring Milestones 
					Scoring Results  (recommended)
			

			
					What
					Assesses if the project(s) are on track or not to deliver on the result.
					Provides an update of how much of the needed initiative(s) has been completed.
					Provides an update of the results seen so far.
			

			
					Pros
					Visually represents the progress made even when results may not be seen yet. It can be motivating especially for initiatives that won’t show results until the very end of the quarter.
					Clear and transparent state of affairs.  Incentivizes metric-driven KRs.  Incentivizes the team to see results before EOQ. 
			

			
					Cons
					Risk that the team may deliver on the initiative(s) without seeing the expected results.  Risk of becoming a project management process.
					Can be demoralizing as the score does not reflect the amount of effort invested.
			

		

		

		

		

		The interpretation of the score changes depending on the scoring practice. Take a Key Result from our example: Decrease average response time from 7 days to 3 days. [0.5]

		

		

		Scoring Confidence: 0.5 indicates that we have 50% chances of meeting the 3- day target. Note that it doesn’t say anything about the current average response time.

		

		Scoring Milestones: 0.5 indicates that half of the work needed to lower the response time has been done. Maybe a new team was hired and trained but they haven’t worked through the backlog yet.

		

		Scoring Results: A 0.5 indicates that the average is 5 days.

		

		

		Now let’s talk about our feelings

		

		Why the hesitation to actually score OKRs throughout the quarter? We avoid it because it requires effort and we are afraid of bad news. According to researcher Heidi Grant-Halvorson, lack of self-monitoring is one of the top goal saboteurs. The team may be especially concerned about low scores if they believe that the low score will have repercussions on their performance assessment. It is critical for management to divorce OKRs from performance assessment (a topic of another article). If a team comes from a tradition of using objective completion to assess performance, it may take a couple of cycles of OKRs for folks to be more at ease with low OKR scores.

		The good news is that once teams get in the habit of scoring OKRs, they learn to appreciate the clarity and agency that comes with knowing where they stand.

		

		How to assess the score at the end of the quarter

		

		Scoring throughout the quarter is more important than obtaining the final score. If you are doing it right, by the last month of the quarter the team will have an idea of where they stand. They will be able to start drafting the following quarter’s OKRs before the month is over.

		That said, I find it critical to do a final score. This is a good opportunity to reflect, gather learnings, and incorporate learnings into the next cycle.

		Once you have scored each Key Result and obtained the Objective score, here is a guide on how to interpret the final score:

		

		

		Score 0.7–1.0: Achieved / Green

		

		Score 0.31–0.69: Partially achieved / Yellow

		

		Score 0–0.3: Not achieved / Red

		

		

		This scoring interpretation incentivizes ambitious OKRs by considering anything above 0.7 as achieved and anything above 0.3 as progress.

		On that note, when interpreting the final score, it is useful to distinguish between stretch and committed OKRs. Committed OKRs are those that the team agrees are feasible and are a priority. For committed OKRs, only a score of 1.0 represents achievement.²⁰

		

		In general, when I see a team that is consistently scoring above 0.7, it raises a red flag. The team may be sandbagging: only working on OKRs that are feasible. In this case, I push teams to be more ambitious.

		

		After the numbers come the narrative

		

		Scoring your OKRs is a critical step to stop, think, and assess if what you are doing is working or not. But the numbers are just a guide, they are not the final assessment.

		First, there is much subjectivity in this process. A score of 1.0 will mean little on a superficial Key Result and a score of 0.1 may represent a significant impact on an ambitious Key Result. Let’s go back to the example above. The objective has a score of 0.22. But when we look at it, I would say that the team had a good impact. They reduced their response time significantly, barely increasing the cost. The quality has suffered but, overall, they are on the right track, and they know what to focus on next.

		Second, there are many things going on in a team that are not represented in the OKRs (all the business-as-usual team events with members coming or leaving, challenges that came our way, etc.).

		At the end of the quarter, reflect on the whole: the OKRs scores, the business-as-usual and KPIs, team events, new challenges, and opportunities of the past quarter. At Google, I kept a running document where once a quarter I wrote few bullet points for each of the following sections:

		

		

		Highlights: great results on projects and business-as-usual

		

		Groundwork: areas where we made progress, put in a lot of effort, but have not seen results yet

		

		Lowlights: areas where we didn’t make progress or new challenges that emerged

		

		

		Nowhere in this document did I mention the OKR score. The team can see the OKR score. It informs the narrative and our understanding but no one remembers scores. The useful conversation was: what was our impact, and where are we going next? ■

		

		

		A Note on OKR Software

		

		When you set a resolution, what is the first thing you do? Want to lose weight? You buy an expensive treadmill. Want to start running? You buy fancy shoes. And when you plan to diet, you go out and get the best scale on the market. Or maybe you just buy fifteen diet books. Sadly, adopting OKRs is treated the same way. People buy software, and hope it’ll do the hard work of setting and managing your goals.

		There are a ton of tools for OKRs out there, and many are quite good. But buying a tool is the last step you want to take, not the first. The right way to adopt OKRs is to adopt them in a lightweight fashion, then experiment with different approaches until you find the system that gets you results.

		Start with these tools first:

		

		A whiteboard, to write ideas of what your Objectives will be.

		Sticky notes, to brainstorm good KRs.

		PowerPoint, to track confidence and efforts against the Objectives.

		Email, to send statuses out.

		Excel, if you decide you wish to do formal grading. (Google offers a tool for grading on their Rework website. https://rework.withgoogle.com/

		

		)

		

		The first quarter you feel you have truly mastered OKRs, then go shopping.

		

		Simple but Hard

		

		When I describe OKRs to people, I say they are simple but hard. It’s a bit like the advice, “Eat less and exercise.” Sure it works, but who can do that? People who really want to succeed at losing weight. It’s the same if you want your business to succeed.

		To be successful, you have to focus on what matters. You have to say no a lot. You have to check in with your team and hold people accountable to their promises. You have to argue about whether or not your tactics are working and admit when they aren’t.

		There isn’t much complexity to OKRs, but they take quite a bit of discipline to do well. OKRs might not be right for your company … yet. Yet is an important word.

		Carol Dweck said, in her TedX talk²¹

		

		on growth mindsets:

		

		I heard about a high school in Chicago where students had to pass a certain number of courses to graduate, and if they didn’t pass a course, they got the grade “Not Yet.” And I thought that was fantastic, because if you get a failing grade, you think, I’m nothing, I’m nowhere. But if you get the grade “Not Yet” you understand that you’re on a learning curve. It gives you a path into the future.

		

		As you struggle to work with OKRs (or dieting), you’ll have to experiment, come up with new ways to do the rituals, learn what you are good at and what you are bad at. It’s okay if you didn’t write a very inspiring Objective one quarter, or one of your Key Results was a task. Stay with it. You will get better.

		And when you are tired and frustrated just tell yourself, “Not Yet.” Followed by, “But soon.” ■
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		In case you forgot, it means to simply write down as many ideas on a topic as you can, one idea per sticky note. You put one idea on each sticky note so you can rearrange, discard, and otherwise manipulate the data generated.
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		Daily active users, monthly active users, and weekly active users.

		

		
			14
		

		

		These numbers are completely made up.
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		The BCG Product Portfolio: Cow by Laymik from the Noun Project / Dog by Luis Prado from the Noun Project /Star by Three Six Five from the Noun Project / Question mark by Icon Lauk from the Noun Project
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		Explore by The Icon Z from the Noun Project / Expand by sevgenjory from the Noun Project / Exit by Adrien Coquet from the Noun Project / Money by Max Hancock from the Noun Project
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		Mohr, Tara Sophia. “Why Women Don’t Apply for Jobs Unless They’re 100% Qualified.” Harvard Business Review. March 2, 2018. Accessed November 30, 2018. https://hbr.org/2014/08/why-women-dont-apply-for-jobs-unless-theyre-100-qualified
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		Key Results were weighted the same in the average. There are always going to be some Key Results that are harder than others so the team may be tempted to assign them more weight. Weighted Key Results add unnecessary complexity. The goal is not a weighted “grade.” The goal is to know exactly where you are to decide what to do next.

		

		
			19
		

		

		 I scored “Maintain weekly CSAT at 85%” based on the number of weeks (2/12). There is also the option of scoring it as 0.81 based on the weekly CSAT (69/85). This is too generous and it could lead the team to “achieve” the OKR while having a very low CSAT. When there is ambiguity, choose the scoring that better reflects success.

		

		
			20
		

		

		Christina’s note: As I have said, I don’t think two kinds of OKRs are a good idea. It both complicates what people have to hold in working memory and makes it possible for your team to deliver “as usual.” As long as there are no financial incentives involved in masking your OKRs, it should be fine to do OKRs correctly: all stretch goals. Gentle stretches, but stretches.
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			http://www.ted.com/talks/carol_dweck_the_power_of_believing_that_you_can_improve/transcript?language=en
		

		

		

	
		

		

		Credit Where Credit Is Due

		

		In the course of my research, I’ve spent time talking to Rick Klau, the OKR proponent from Google Ventures. The Google implementation of OKRs is quite different from the one I recommend here, and it’s worth exploring the video and materials he shares. In my personal experience, the approach I lay out here is effective for start-ups to larger enterprises. But every team is different, and you should feel free to iterate.

		A few years after I wrote Radical Focus Measure What Matters came out. If you read it, you will find some tactics I recommend are contradicted. I’m not the boss of you, and you can do what makes sense for you. But if you struggle, consider scaling back to the Radical Focus approach.

		I want to especially thank Cathy Yardley, who helped me write like a fiction author. As well, these fine folks were beta readers, and gave me a ton of advice and insight on how to make this book better:

		Magdalena Pire Schmidt, James Cham, David Shen, Laura Klein, Richard Dalton, Abby Covert, Dan Klyn, Scott Baldwin, Angus Edwardson, Irene Au, Scott Berkun, Jorge Arango, Francis Rowland, Sandra.Kogan, A.J. Kandy, Jeff Atwood, Adam Connor, Charles Brewer, Samantha Soma, Austin Govella, Allison Cooper, Ed Lewis, Brad Dickason, Pamela Drouin, David Holl, Stacy-Marie Ishmael, Kim Forthofer, Derek Featherston, Jason Alderman, Ammneh Azeim, Adam Polansky, Joe Sohkol, Brandy Porter, Bethany Stole, Susan Mercer, Kevin Hoffman, Francis Storr, Leonard Burton, Elizabeth Buie, Dave Malouf, Josh Porter, Klaus Kaasgaard, Evan Litvak, Katy Law, Erin Malone, Justin Ponczek, Erin Hoffman, Elizabeth Ibarra, Harry Max, Tanya Siadneva, Casey Kawahara, Jack Kolokus, Maria Leticia Saramentos-Santos, Hannah Kim, Brittany Metz, Laura Deel, Kelly Fadem, Francis Nakagawa, An Nguyen, the three hundred people who replied to my email asking for stories about OKR implementation, and you, the person I forgot to list, you were the most helpful of all and you can yell at me next time we see each other.

		Dearest readers, please write me and let me know what you learn! And help me to make the next version of this book even better.

		Visit cwodtke.com

		

		to get updates and learn more.

		

	
		

		

		About the Author

		

		An established thought leader in Silicon Valley, Christina is a “curious human” with a serious resume. Her past work includes re-designs and initial product offerings with LinkedIn, MySpace, Zynga, Yahoo! and others, as well as founding three startups, an online design magazine called Boxes and Arrows, and co-founding the Information Architecture Institute. She is currently a Lecturer at Stanford in the HCI group in the Computer Science department.

		Christina teaches worldwide on the intersection of human innovation and high-performing teams. She uses the power of story to connect with audiences and readers through speaking and her Amazon category-bestselling books. Christina’s work is personable, insightful, knowledgeable, and engaging.

		Her books include Information Architecture: Blueprints for the Web, Pencil Me In, and The Team that Managed Itself. Her bestselling book, now in its second edition, is a business fable called Radical Focus. It tackles the OKR movement through the powerful story of Hanna and Jack’s struggling tea startup. When the two receive an ultimatum from their only investor, they must learn how to employ OKRs and radical focus to get the right things done.

		To connect with Christina or to get more information on how to become a whole-mind, high performing team, visit cwodtke.com

		

		or eleganthack.com

		

		.

		

		Other Books by Christina Wodtke

		

		101 Thesis on Design

		Information Architecture: Blueprints for the Web

		Pencil Me In: The Business Drawing Book for People Who Can’t Draw

		Curious how to solve other problems faced by organizations using OKRs, or how to create empowered teams? Read on for an excerpt from Christina Wodtke’s story of management, The Team That Managed Itself.

		

		Get your copy today.

		

	
		

		

		The Team That Managed Itself

		

		“Baby needs a new pair of shoes!” Allie screamed.

		Rob laughed out loud at that. “Really?”

		She threw the dice. “When in Vegas, roll like you’re in Vegas! You got to live every damn movie cliché!”

		Rob nodded. Her best friend might be sober and keeping his money off the table, but he was whooping and cheering with their team. Tonight, they were celebrating.

		“Snake eyes!” the croupier announced.

		The table groaned, and the dice passed to George.

		“Let me show you how it’s done, honey,” purred the studio general manager.

		Allie had a sudden sense of perfection, like a key snapping into a lock. She had her best friend on one side, and her dream boss on the other. Rob was a tall African American, and Allie was a tiny mestizo. George was something and Chinese, and even if they didn’t look like the usual bro-co team, they had managed to snare the third quarter of top earnings at SOS. And they had done it all with a game that was basically Minecraft with quilting squares—a girly game. Allie wished the first-person shooter fanboys she went to high school with could see her now.

		Allie placed her bet next to Rob’s and George’s. Why not? Her bet on QuiltWorld was winning, as it had been for months now.

		Then her phone vibrated against her hip, where she had stuck it in the waistband of her skirt. She didn’t dare leave it in her purse in the noisy casino. Weekend or not, she was always on call.

		She pulled it out and looked. Midnight stats were in.

		“Easy four!” called the croupier.

		Yep, George had gotten her another win. Allie grabbed her chips and stepped back from the table to look at her game’s numbers.

		As lead product manager on top-earning mobile game QuiltWorld, it was her right to be here in Vegas with the team. They had blown away revenue expectations and her CEO Rick had rewarded the QuiltWorld team with a trip to Vegas. But as lead PM, she still needed to keep an eye on numbers, in case something went sideways. Her boss could chill out and get drunk, because he knew his team had his back.

		Plus, she wanted to watch the numbers. She was excited. She had crafted a new bold beat—a special event designed for the game—under the tutelage of the lead game designer. She was dying to see how it performed. She didn’t consider herself creative, not like the game designers or the art team, but she had correlated numbers across the various games in the studio and had seen a pattern that inspired a fresh idea.

		In late summer, all the games at SOS got the doldrums. Their biggest competitor was a sunny day. Games that spoke to the desire to play in the sun could get a lift midafternoon in the workday. You can’t sneak outside, but you can sneak a peek at a pretend outdoors on your computer. Allie had come up with an idea that was all about playing outside on a playground, with swings and slides and a baseball field. They packaged it up as a “sewing kit”—QuiltWorld’s name for mini-expansions to the game— and offered it to players so they could make their own playground.

		QuiltWorld was a strange beast inside of SOS. SOS had started out as just another game company trying to ride the popularity wave of mobile games. They began with a combination of gambling and pulp-fiction inspired games. Vampires, cops and robbers, gangsters. But then a tiny mythical group—George, Pete, and Christie—had a new idea. They took the popularity of a sandbox game, where you take modular units and build things with them, and rethemed it with quilts. It was Minecraft, but with quilts. Rick, had thought it was the stupidest idea he’d ever seen, but because it was George, and George had a track record at another company of taking stupid ideas and making a lot of money from them, he’d funded it—given them their time, plus an engineer and a game artist to make the images. They launched an alpha and the numbers were beyond any anyone had seen. Players went insane for it. Rick still couldn’t understand it, but it didn’t stop him from taking credit for it.

		QuiltWorld was now the biggest studio in SOS, dwarfing even Baccarat. SOS had cloned the core concept to great success. ClayTown, another sandbox game but themed on claymation, was the second biggest, and Sketchworld was the up-and-comer. Rick was overjoyed. A serial entrepreneur, he always told them at company meetings that SOS was what his entire life had led up to, and they would be reinventing the very nature of fun. He was so proud he was able to be profitable and respectable at the same time.

		The Vegas trip tradition came from the time when all the games at SOS were on the sleazy end of respectability. You made the most money, you got to go to Vegas. No matter how many times at the company meetings Rick talked about “forever games” and “innovation” and “high quality production,” what got you to Vegas was revenue. At SOS, a good game was a game that made money.

		George lost the dice and peeled back from the table. “Waitress hasn’t been by in a while. Want to get a drink?”

		The two of them wove through the crowded casino. When they had claimed the craps table, the casino was sparsely populated by a handful of dedicated gamblers. Now every square inch of floor space had a human on it. The bar itself was also lined with humanity—drinking, laughing, flirting. An unrepentantly cheesy piano man swore to play any song for the right tip.

		Allie wedged her way in near a tall middle-aged man and leaned in to get the bartender’s attention. In her outstretched hand she held a twenty, in case money was a better bartender lure than cleavage. The man next to her caught notice.

		“Hey, where you from?” Vegas’s standard opening line, from hawkers on the sidewalks to men at bars.

		Allie was used to a bit too much attention. Her hard-to-place ethnic features and hip-length black hair were a magnet for certain kinds of men.

		“She’s with me,” George said, placing an arm on her shoulder. The man turned away with the complacency of the unsober.

		“Ew!” Allie laughed, shrugging George’s arm off her. “What will your wife say?”

		“She’ll say I’m watching out for you.”

		The bartender finally swung by and got their order. Allie ordered two shots of Patron.

		“So, we’re toasting?” asked George.

		“Toasting what?” grinned back Allie. She gestured at the Patron.

		“You got the midnight numbers. I can look at them on my phone, or you can tell me.”

		“SummerQuest is doing quite well. Even in the evening, we’re up 8 percent!”

		George offered a hand for a high five, and Allie smacked it. They turned to their shots and downed them.

		“Good work, half-pint! You’ve got a knack for this!”

		“Ah, the numbers just like me. They tell me their secrets.”

		“The number whisperer.” George ordered a margarita. “Never mix, never worry.”

		Allie ordered a soda water. She believed drinking was like a game: It was all about pacing. She looked back at the table where her team played on. They screamed as one and went into an impromptu wave.

		“We’re going to get kicked out,” she said.

		“No way,” George replied. “It’s Vegas, baby. To QuiltWorld!”

		They clicked glasses merrily.

		Allie felt a tap on her shoulder. Where her admirer had stood now was a middle-aged woman. She was perhaps from the south, with very tall hair and a thick layer of makeup. “Excuse me, but did I hear you work on QuiltWorld?”

		“Why, yes,” Allie replied. George’s smile faded from his eyes, though it remained on his lips.

		“Oh, I love that game! My quilts are so beautiful. I work on them every day when the kids are at school!”

		“Have you tried Original Martha?”

		“Oh my God!” she squealed. “Oh, gracious, didn’t mean to curse! I love it so much! It was like traveling back in time.”

		Allie heard George mutter, “Not quite.”

		“I felt so patriotic, like I was part of history! And so good of you to donate to history education. My sister made her first in-app purchase to help out!”

		Allie shot George a look. It was her idea to use a donation element to up in-app purchases. It had bumped revenue, got positive PR, and raised money for history books for public schools.

		George returned her look with one that said, “Okay, okay,” with a slight eyeroll.

		“Would you like to see my quilt?”

		“See it?” Allie responded.

		“I have my iPad! I took screenshots!”

		“I’d love to,” Allie said quite sincerely.

		George stepped back, then off toward the table. Pete, his CTO, greeted him with a fist bump and a bro-hug. Pete’s mass almost knocked George over. Allie was glad to not participate in the ritual. She preferred spending time with her players. The woman showed her screenshots of her quilt structures, including the quilted White House that was part of the Fourth of July bold beat, and then showed off her QuiltWorld towns. She had two—one a miniature New York and one that looked like a small midwestern town. She must have spent a fortune over the years on these.

		“I’m trying to make my hometown,” she admitted shyly. “I know some people take apart the kits and make their own QTs,” she said, pronouncing it “cuties,” “and I thought I’d try to do it, too.”

		“It’s darling! Is your house here?” Allie asked, fascinated. Is this common? She thought rolling-your-own was an advanced player trick, but if it was spreading, then maybe they should consider how to build that in for more players.

		“It’s right here.” The woman smiled widely, yet Allie could see she was anxious about sharing her work.

		“Wow, you did that!” Allie knew there was only one right response when a creator was brave enough to share.

		Now the woman was beaming. “Sure did! I actually found our house’s blueprints, you know, to get ideas for how to make it. You see here, I’m using some of the Valentine’s Day kit to get the lattice work on the porch right!”

		“That is beautiful.” Allie sighed. She meant it. The house was fine, but what was beautiful was this woman finding her way to creativity and the pride of making something new. That’s why she loved working on QuiltWorld. When she met the players and found they were unlocking their creativity, she felt proud. And perhaps a little jealous. But mostly proud.

		Her phone vibrated. She ignored it for a second, but it vibrated again and again. A call. She smiled at the woman. “I have to take this,” she said, and moved toward what she hoped was a quieter corner of the casino as she answered, “Jenova.”

		It was Noam, one of the engineering pod leaders. He had volunteered to stay behind to mind the shop because “I hate Vegas. It’s a pit of despair.”

		He sounded tense. “The new bold beat is in freefall. We can’t tell if it’s a reporting problem or a bug in the back end. I just know everything’s testing fine here. Can you grab Rob or Pete?”

		Allie pivoted and headed toward the table. She tapped Rob, her lead dev, on the shoulder. He looked up as she said into the phone, “Okay, we’ll poke around and get back to you.”

		Rob gave her a look that said, “Of course.” He shook his head and walked away. He didn’t gamble, but he believed deeply and completely in the importance of spending face time with his team and was sad to have to step away from the celebration. They walked to the elevators.

		“I can’t really tell much from my phone,” Allie said. “But Noam is right, something isn’t working. There is no way our numbers can be taking such a severe hit. I really hope it’s a reporting error or I’ll be having fun explaining this to Rick Monday.”

		Rob punched the number 32 on the console, and the elevator smoothly ascended. Allie’s ears popped.

		He sighed deeply. “Something always breaks. If George would give us time to work on code rot, instead of always chasing the next bold beat, we could elevate and maintain all of our numbers instead of this moronic roller coaster ride.”

		“You’ve made that argument.”

		“So I have.”

		George’s counterargument was that a dead game with good code was not as valuable as a spaghetti code that made money.

		They walked to Rob’s room, and he sat at his laptop on the small desk. Allie eyed the two beds, one made neatly, and one covered with jeans and T-shirts celebrating game releases.

		“You’re sharing with Pete?”

		“Why not? He doesn’t sleep at night while he’s in Vegas. It’s a lot like no roommate at all. Plus, I think it comforts Marie to know I’m rooming with comic book guy.”

		“Fair. Can I help?”

		“Not yet. Hold on.”

		Rob played his laptop like a jazz pianist. Allie sat on the edge of the clean bed and flipped through her emails on her phone. There were no clues. Her eyes wandered over to the T-shirts. Pete had been at SOS since the beginning and wore nothing but SOS release T-shirts as a badge of honor. She saw one on the bed from six years ago, before she’d joined, once a dark blue but now a faded sky blue. His first big hit. He must’ve worn it a lot to remind people what he’d accomplished. SOS had no memory, so it was probably a decent strategy. The blue shirt was the size of a small blanket, probably a triple X—as Pete liked to joke he was. He was a walking caricature of an old-school nerd. She sighed and thumbed back through the midnight numbers. Might as well bask in the one thing that was going right.

		“Got it. API change. Give me a second …” He typed, then snapped his lid shut. His lips pressed together hard, like he was struggling to hold back a string of obscenities.

		“I can announce the fix then?” she asked.

		“Yes. But it will break again. This,” he waved his hands in frustration over his laptop, as if it held the entire code base of QuiltWorld, “is a frigging house of cards. One strong breeze …” His voice trailed off as he contemplated the various ways it could break next.

		Allie was taken aback. Rob never swore. Never showed anger. She knew he was unhappy about the state of QuiltWorld’s code and ached to fix it. There was nothing quite so alarming as when a quiet man was angry. She ducked back to her phone to forward his fix and add a few notes.

		When she looked up, his anger had passed like a tropical storm.

		“Sorry,” he said. “I just don’t think this is how one should run a technical team.”

		“No need to apologize,” she replied. “Shall we head back?” She noticed Rob was absent-mindedly rubbing his left forearm, his fingers kneading into the muscles afflicted with carpal tunnel. She didn’t know if he was in pain just now, or this was an anxiety reflex. She knew that even if his face was calm, his mind wasn’t.

		“Go ahead. I’d like to take a moment to look over the fix again.” He looked at her blandly, but she wasn’t fooled.

		“Sure. Later!”

		As Allie rode down the elevator, she wondered if they really deserved to be celebrating tonight. Her ears popped.

		

		Sunday Afternoon

		

		Allie got out of the shuttle van and waved at her teammates as they dispersed, some heading to the parking garage, some calling for rides. None of them had slept much; more than a few were still drunk. It had been an amazing weekend. She had spent the entire night at the craps table and left seventy-five bucks up. She didn’t care about the win, but she loved craps. There was camaraderie in screaming at dice together.

		She looked up at the SOS building and sighed. It’d feel good to go home, but she really wanted to run a couple of database queries before Derek picked her up after his softball game. She looked at her watch. 3:20. Yeah, she could sneak in an hour of work.

		She paused indecisively for a moment and looked again at the concrete building. It was shaped a bit like an early game controller, two rounded towers connected by a lower flat building. It was mostly glass, a giant ’80s style post-modernist monument. It had held Sega at one point, and then had been broken into smaller offices when they moved to cheaper property. Shiny Object Syndrome, or SOS as it was known to all, had started in a single office on the third floor, now owned the first through the third floor on the left hand of the controller, and was negotiating to own the entire building. She started to trudge toward the front door when she recognized the man standing outside of it.

		“Derek!”

		Her husband walked toward her, swift yet unhurried, and swept her up in his arms. “Darling, you smell like an ashtray!”

		“Flatterer! You could have waited until I got home and showered.” He looked fresh as a daisy. “Shouldn’t you be at your game?”

		“I didn’t dare let you go upstairs. I knew if I didn’t collect you, I’d be eating another pizza alone.”

		“Not after a weekend away!”

		“Maybe.” He put an arm around her. “Anyhow, here I am.”

		“Here you are.” Her arm fit nicely around his waist, and she squeezed him. He was a solidly built blond, a blend of the British Isles and something that let him tan rather than burn in the sun. He didn’t approve of the team trips to Vegas, either personally or professionally. SOS frowned on bringing spouses—said it interfered with team bonding, though Allie suspected it was cheapness. And while he trusted her to stay out of trouble, he found it questionable that they’d go on a business trip to a place committed to a variety of sins. He’d put on his HR hat to complain that it was unfair to addicts or put on his husband hat to complain it was yet more time he didn’t get to spend with her.

		“You know, I’d like to go lie by the pool with a daiquiri and catch a show.” His husband hat was jealous in a variety of ways.

		Allie decided to defuse the issue. “Why don’t we just go sometime? It’s a short flight.”

		“My birthday is next month.” He looked down at her and fluttered his eyelashes.

		“Be a good boy until then and we’ll see.”

		“Hmmp.”

		Thirty minutes into the drive, they’d finished catching up and he started fiddling around with his phone to get music playing.

		“Stop that, it’s dangerous.”

		“Not as dangerous as your taste.”

		“No, dearest, it isn’t. Drive.” She grabbed the device away from him and put on one of his playlists.

		After a few moments, he spoke up again. “I really don’t like it, you know.”

		Allie turned the music down. “I know. You know it’s good for team morale.”

		“Abusive spouses always separate their victims from friends and family.”

		“It’s one weekend a month when we are the top-earning team! Hardly a plot.”

		“Maybe. But when you have your own company, you won’t take them to Vegas, will you?”

		“No. I’ll take them to Disneyland.”

		“And you’ll take me?”

		“Every time.” She gave his knee a light squeeze. When she had her own company. If was more like it. She grew up in East Palo Alto, on the wrong side of this very highway they were driving on. On her left, her family. On the right, Stanford and all the startups it fathered. Instead of attending Stanford, she had taken over her half-brother’s Nintendo when he’d grown bored with it, and his computer when he moved to New York, and then used the Internet to teach herself what she needed to get a customer service job at Hurricane, the best game company in the country (in her opinion).

		Then she just worked harder than everyone else and look at her now. No degree, but hey, enough stock options to be a millionaire if the IPO went well. She just needed to keep hustling and eventually, she’d get promoted to general manager. Then she’d know enough to finally found her own start-up. She was living the Silicon Valley dream.

		

		Rob Leaving QuiltWorld

		

		At 7 a.m., SOS felt deserted to Allie. The parking lot held a half-dozen cars, so she knew someone was here, which made the office even more eerie. The front door was locked, so she swiped in with her keycard. There was no receptionist at the front desk. The grand staircase could hold more than a hundred people at a time and did when they took their annual year-end photo. She hopped up the stairs, eschewing the elevator, eking out what exercise she could from the office since who knew when she’d get to the gym. Her mind chattered at her, avoiding the question of how to explain the latest numbers dip to her CEO. The kindest thing one could say about Rick was that he was mercurial. She’d seen him go from delighted to incensed in seconds. He was determined, ambitious, and driven by inner demons without names, and had built up SOS from zero to six hundred people in under three years.

		He had an unerring instinct for trends and drove everyone faster and faster trying to stay on top of each opportunity as it appeared, generally succeeding. She had learned more in her two years there than her entire career before and had paid in blood. It was clear that the payments were not stopping anytime soon.

		Allie walked into the studio. A glance around the open space showed only one person in the cavernous room. SOS eschewed cubes in favor of tables in rows with computers on each table. It had a sweatshop for nerds quality. Rob called it the panopticon—a prison where you were always watched. And Rob was the room’s sole occupant. Most of the engineering crew stayed until 2 a.m. most nights and wandered in around ten. Rob preferred silence to program, so he’d become a lark rather than a night owl. On a launch night, she’d still be there when he came in at 5 a.m. She’d learned that just because he came in that early didn’t mean he wanted to talk to people at that hour. She looked at him as she entered, and he gave her a slight nod, suggesting perhaps he’d had enough coffee to be social. That made one of them.

		She dropped her coat at her desk and headed to the break room to pour a second cup. She heard Rob come up behind her.

		“What’s brought you in before ten? I thought you resolved the dB error?” Rob’s face showed only the slightest trace of concern.

		“Metrics meeting.”

		Rob winced. “I thought that was on Thursday.”

		“Rick moved it.”

		“Again? Typical.” Rob looked into his milky coffee. “Heya, so, I wanted to ask you something.”

		

		Buy The Team That Managed Itself to keep reading.

		

		
			https://amzn.to/357q6rr
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