































































































Size matters

As a driver of business performance, identity strength influences all companies, large
and small, as the chart below indicates. But, that influence becomes exponential in
terms of revenue growth as the size of the group —i.e., the company, or a division of a

company — grows. In short, the more people who take part in the “identity experience,”

the greater the business impact will be.

Exhibit 11
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ldentity Roadmap for Leaders

While the economic benefits of having a strong identity are the bottom line, there is

another lens through which to understand the impact of identity on current performance,
and to glimpse how performance might improve were identity strength scores to increase.
That lens is the lens of leadership through which many of the strategic, financial, and
operational implications of identity strength can be inferred and assessed.

Exhibit 12 below shows where each of the five participating companies fall on the
Identity Leadership Matrix. Notably, only one company, Company A, managed to rank in
the high-performing quadrant. All other companies have significant room for
improvement, especially in terms of OIS, the high-leverage factor in boosting employee
engagement and business performance.
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Exhibit 13, which follows, identifies the likely outcomes of falling into one quadrant or
another. The various elements in these different quadrants reflect a critical combination of
cause-and-effect factors, which influence leadership success.

Exhibit 13

Quadrant ll: Constrained Value

Creation

Quadrant I: High Value
Creation

» Handcuffed financial performance

* Inefficient strategy deployment

* Limited innovation

» Overpromise, under-deliver on brand
» Low-traction culture

* Lower investment value

Quadrant IV: Low Value Creation

* Superior financial performance
« Effective strategy deployment
« Efficient innovation

« Strong brand

* Responsive culture

* High investment value

Quadrant lll: Pent-up Value
Creation

» Sub-par financial performance
* Ineffective strategy deployment
* Depleted innovation

* No meaningful brand

* Dysfunctional culture

* Low investment value

* Limited financial performance
* Inefficient strategy deployment
* Limited innovation

* Brand confusion

* Diffuse culture

* Lower investment value




|dentitylQ™ — A Key Measure of Identity Strength

We sought to arrive at a metric that would tell the story of identity strength in a quick,
reliable and comprehensive manner. That metric is IdentitylQ - the score a company
receives that reflects its intrinsic identity strength, and, by extension current level of value
creation.

IdentityIQ is based on the same scale that is used in human IQ tests. Consequently, an
average IdentitylQ score is 100, and most scores fall between 75 and 125. Higher or lower
scores are possible, but unlikely. IdentitylQ is a weighted combination of the
Organizational Identity Strength (OIS) and Individual Identity Strength (IIS) scores.
While they both predict employee engagement and value creation, the weights were
derived statistically to take into account that OIS is a better predictor of employee
engagement than IIS.

As with differences in human IQ scores, even seemingly modest differences in
organizational IQ scores are significant.
What’s your company’s IdentitylQ? (Ignore it at Your Peril)

A company’s IdentitylQ is a reliable window on its current level of value creation — and on
“what’s possible” going forward.

Derived from the dynamics of human IQ testing, this simple yardstick gives companies a
quick and clear reading on value creation that can be linked to strength or weakness on a
number of key leadership measures:

* Current financial performance
* Strategy deployment

* Innovation

* Brand

* Culture

* Investment value




The table below (Exhibit 14) shows where each of the five participating organizations ranks
on this key metric.

Exhibit 14

IdentitylQ™
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95

A B C D E All
Companies
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Where Does Identity Strength Come From?

Identity strength is based on eight distinct building blocks that are prerequisites to
creating and leading a robust, value-creating enterprise. These building blocks of
identity are not arbitrary. They are derived from eight natural laws — the Laws of
Identity (See The Roots of Identity-Based Management in the Appendix for a
discussion on The Laws of Identity, p. 44). The eight building blocks constitute the
primary “muscles” that account for intrinsic identity strength and resultant business
performance. They are:

Autonomy — the degree of independence a company has that allows it to make
decisions unencumbered by the actions of others

Differentiation — the discovery and application of a company’s unique, value-
creating capacities

Change - a company’s ability to evolve while retaining its sense of identity, i.e.,
its ability to “change from a changeless foundation”

Stewardship — a company’s ability to steer, and stay, a long-term course, despite
current challenges

Purpose — a company’s reason for being, beyond profit, that flows from its
identity

Alignment — the extent to which a company is connected to others, where the
relationship produces value beyond the transactions it calls for

Brand — the promise a company makes that shapes its relationship with all
stakeholders, based upon its identity

Sustainability — a company’s ability to drive growth and profitability in ways that
are explicitly tied to its impact on society and the legacy that produces
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The graph below (Exhibit 15) shows how each company fared in terms of its relative
strength on each identity building block. Note the significantly better performance of
Company A, the best practices company of the group. In short, this company — the global

vision care concern — is in an especially good position to reinforce and expand value
creation practices and results.

Exhibit 15

Company Ratings for Each Identity Building Block
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Questions to Ask to Spark Greater Value Creation through

|dentity-Based Management

The results of the Identity Impact Survey offer a window on identity-based management:
what it is and how to use it to improve business results. Here is a series of questions

executives can ask to help them lead their companies — and themselves — in ways that
capitalize on the power of identity to create value.

For companies

* Do we truly understand how our company creates proprietary value — do we know what our
identity is?

* How much more of an impact could we potentially have on customer success if we
understood how we create proprietary value for them?

* What hard-to-reach goals do we have today that might become more achievable were we to
bring identity into our strategic management process?

* Is our corporate brand authentic to who we are? Will it stand up to change, or is it fabricated
and therefore vulnerable to erosion from inevitable shifts in the marketplace?

* To what extent would identity-based management positively impact the individual — and
combined — effectiveness of key business functions including strategy, talent management,
marketing, and communications?

For individual leaders

* How might identity-based management practices help me increase my influence with
employees?

* What is my identity — my unique, value-creating characteristics — and how might I employ
it to make me a better leader?

* To what extent would bringing the “identity question” into our management conversations
help our chances of success?

* Who are the people I trust the most, who would understand the principles of identity, and
help me apply them to the benefit of the company?

* How might identity help me bridge the often, trying gap between my work life and my
family life?
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How Can You Succeed, If You Don’t Know Who You Are?

Here are some key ways to use the Identity Impact Survey to increase a company'’s
chances of success:

For CEO's and executive teams - First, gauge organizational identity strength to
determine the need to clarify corporate purpose. Second, compare and contrast divisional
performance across the company, pinpointing best practice groups as well as areas for
improvement.

For human resources executives - Measure employee engagement in a context that
gives it greater strategic significance and puts HR at the center of the value creation
process.

For brand executives - Gauge the need for brand development - i.e., would the
company benefit from building a stronger corporate brand as a way to drive
organizational identity strength? — and measure brand impact, i.e., how effective have
branding efforts been in boosting identity strength scores and resultant performance?

For line executives - Use the survey to discern opportunities to improve business unit
performance overall, or in specific locations or operations.

For strategic planning executives - Use the survey to gauge current levels of value
creation and determine how to increase them relative to corporate objectives.

For sales management executives - Determine identity strength within the sales
force to detect opportunities to increase individual and group effectiveness in the field.
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Survey Methodology

The Identity Impact Survey is based on the creation of approximately 100 original items

reflecting the eight building blocks of Identity and how they express themselves in key
business disciplines including operations, human resources, leadership, strategy, and
human resources. An additional 15 items were prepared to measure employee
engagement, in particular two aspects of employee engagement (organizational
commitment and job satisfaction) that the research literature supports as critical
components and strong correlation of employee engagement. These items were then used
to create two forms of the survey with 35 “anchor items” that appeared in both forms.
These anchor items were used to equate the two forms so that comparable item statistics
could be produced for all items without burdening a survey respondent with the need to
rate all 115 items.

The items were analyzed using Rasch methods to assess item difficulty, goodness-of-fit,
and item standard errors. Item distributions and item characteristic curves were also
generated. In addition, factor analyses were conducted for each form, separately. These
results were used to assess the psychometric quality of the survey. Several items that
performed poorly were eliminated and, in a few cases, items were reallocated to different
scales.

The survey results are based on this revised version, which in turn, is based upon
approximately 2,000 responses, lending statistical validity to the results in aggregate and
for each company. Using a variety of statistical methods, the researchers analyzed the
relationship between the eight identity building blocks, individual and organization
identity strength, and their impact on employee engagement and resultant business
performance. Correlations and regression analyses indicated strong relationships between
these variables and employee engagement. These relationships were found for the entire
sample of 2,000 and for each company. The researchers also analyzed the differences
between the mean ratings, Rasch measures, and percent of maximum possible score for
eight laws, individual and organization identity strength, and employee engagement.
Statistically significant differences were found among participating companies.

Among the most important findings was the impact of identity strength on employee
engagement, a key mediator of business performance. Specifically, the study showed that
higher levels of employee engagement accompany high levels of OIS and IIS. In fact, the
findings indicate that there is a significant, direct correlation between intrinsic identity
strength — both individual and organizational — and employee engagement.

These findings were consistent for each company, individually and across all five
companies. Given the well-documented relationship between employee engagement and
business results, we believe that identity strength serves as a leading indicator of business
performance. In short, high identity strength equals high value creation.
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Appendix

* The Roots of Identity-Based Management

* How to Make Identity “Work” in the Workplace: Five Simple Steps for Savvy Managers
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The Roots of Identity-Based Management

Identity—B ased Management is a comprehensive system for aligning the interests and
actions of organizations and individuals around value creation. Identity-based
management has its roots in the laws of identity — eight natural laws that govern the
health and success of organizations and individuals alike. Operating in accordance with
these natural laws leads to more efficient, productive and fulfilling ‘lives’ —i.e., higher
levels of value creation — whether those “lives” are corporate or personal. Operating in
discordant ways leads to inefficiency, lower productivity, and lower fulfillment, that is,
lower levels of value creation and the rewards it brings.

These “laws,” or principles, have been observed, defined and documented over the past
25-plus years by the founder of The Identity Circle, Larry Ackerman, and are explained
in his two books on identity: Identity Is Destiny: Leadership and the Roots of Value
Creation (for organizations) (Berrett-Koehler Publishers, 2000), and The Identity Code:
The 8 Essential Questions for Finding Your Purpose and Place in the World (for
individuals) (Random House, 2006).

The 8 Laws of Identity, and the building blocks they yield, are:

1. The Law of Being — An organization’s or individual’s ability to live depends
first upon defining one’s self as separate from all others.

The Law of Being addresses the need for autonomy as a prerequisite to finding
one’s own path in life — or in the marketplace — and not being swayed or deterred
by the opinions and actions of others. Without a strong sense of autonomy,
leading one’s company, or one’s self, successfully is difficult, at best.

2. The Law of Individuality — An organization’s or individual’s natural
capacities invariably fuse into a discernible identity that makes that being unique.

The Law of Individuality addresses the need for differentiation, based upon one’s
innate capacities, not just one’s strengths. While strengths clearly are important,
they can be learned and do not necessarily spring naturally from who we are.
Thus, they are not as powerful, or as reliable as innate capacities as the source of
true differentiation.
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3. The Law of Constancy — Identity is fixed, transcending time and place, while
its manifestations are constantly changing.

The Law of Constancy addresses the need for change (corporate or individual) that is
in sync with one’s identity, as opposed to conventional notions of change, which
imply changing everything, including identity. This law reveals a crucial paradox: The
need to change from a changeless foundation (one’s identity), if an organization or
individual is going to grow in ways that are constructive, rather than potentially
destructive — i.e., which do not, in short, “throw the baby out with the bathwater.”

4. The Law of Will — Every organization and individual is compelled to create value
in accordance with their identity.

The Law of Will addresses the need for stewardship. In the course of leading a
company, or one’s life, we don’t always know “where we are going,” despite our best
efforts to predict outcomes, and our resultant expectations and hopes. This lack of
certainty calls for making decisions that keep us on a course we believe is the right
one for creating value over time, based upon who we are, as opposed to what seems

momentarily expedient. Discipline, courage and fortitude are the leadership attributes
called for by the Law of Will.

5. The Law of Possibility — Identity foreshadows potential.

The Law of Possibility addresses the need for purpose, as the central expression of
one’s identity. In articulating purpose, you are clarifying your value-creating potential
— organizationally or individually — in relation to the marketplace and/or the world-at-
large.

6. The Law of Relationship — Organizations and individuals are inherently
relational, and those relationships are only as strong as the natural alignment between
the identities of the participants.

The Law of Relationship addresses the need for alignment — organizationally, with all
stakeholders, or individually, with all people, who are at the center of how you create
proprietary value. The leadership mandate is to be discerning about the allocation of
time and other resources invested in these relationships, so that the return on these
investments is as high as possible for everyone involved. Being highly selective is
what alignment calls for. Proper alignment is critical to shaping an “elegantly
efficient” organization, or life.
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7. The Law of Comprehension — An organization’s or individual’s various
capacities are only as valuable as the perceived value of the whole of that
being.

The Law of Comprehension addresses the need for brand as the main way
companies as well as individuals present themselves to the world and are
understood, in return. Building an effective brand calls for making, and
delivering on, a “promise” that shapes one’s relationships with all stakeholders
(or other people), based upon one’s identity.

8. The Law of the Cycle — Identity governs value, which produces wealth,
which fuels identity.

The Law of the Cycle addresses the need for sustainability as the prerequisite
to creating enduring value, and wealth in return. Organizations that invest in
their own sustainability serve all stakeholders, ranging from long-term
investors and generations of employees, to customers and society, which
ultimately benefits from the contributions the organization makes, over time.
Individuals who seek to lead themselves in ways that make their lives
“sustainable” act in the best interests of their peers, their families and others
who stand to benefit from their unique contributions. Operating in sync with
the Law of the Cycle is the key to creating a productive, durable legacy, for
both companies and individuals.
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How to Make Identity “Work” in the Workplace:
Five Simple Steps for Savvy Managers

Short of going through a rigorous identity discovery process or a series of formal
Identity Mapping™ workshops, here are steps managers can take to get the identity ball
rolling in ways that will make people feel important, while getting them to think and act
“value creation:”

1. In a weekly staff meeting, put the question of the company’s identity on the
table. Ask people what they believe it is — and how it relates to the organization’s
current business challenges. Offer a precise definition of identity and make sure
the conversation revolves around value creation.

2. Prior to a separate meeting, or in advance of individual conversations, ask
people to take a few minutes to write down what they believe their unique, value
creating capacities are and how those capacities influence their work and
workplace relationships.

3. Make identity a team sport. Ask teams to articulate their identities in terms of
how they will create proprietary value for the organization.

4. In a group setting, ask individuals to spell out the connections they see between
who they are and who they believe the company is, and how that connection, if
leveraged, might improve individual and business performance.

5. Bring identity into performance reviews, where conversations about strengths
and shortcomings are commonplace. Make a point of stressing what you, as their
boss, believe are identity-based strengths that distinguish them and which you are
counting on to drive their contributions and performance.
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The Identity Circle LLC

The Identity Circle is a research, consulting and education company, which helps
organizations and individuals clarify and capitalize on their unique, value-creating
capacities in ways that improve performance, impact and reputation. The company offers
Identity Impact Surveys, specialized consulting programs for senior executives and their
teams, and Identity Mapping® courses for employees and individuals.

The Identity Circle is founded on the life-long study of identity by Larry Ackerman. Mr.
Ackerman’s work has helped put many leading organizations on the path to long-term
value creation, including AARP, Dow Chemical, Fidelity Investments, Gates Corporation,
Ingersoll Rand, Korn/Ferry, Lockheed Martin, Maytag and State Farm Insurance. The
work of The Identity Circle is codified in two groundbreaking books by Larry Ackerman,
Identity is Destiny: Leadership and Roots of Value Creation (for companies) and

The Identity Code: The 8 Essential Questions for Finding Your Purpose and Place in the
World (for individuals).

Applied Skills & Knowledge

Applied Skills & Knowledge, Inc. (AS&K) creates value for clients by defining the
business processes and integrated skill and knowledge requirements that drive individual,
group, and organizational performance. When adequately defined, this human capital data
serves as the blueprint for assessment content which produces valid and reliable measures
of performance. Proper analysis of these assessment results provides executives with the
business intelligence to more effectively optimize organizational resources and
investments.

AS&K delivers special expertise in creating, evaluating, and improving measurements
that organizations rely upon to make better decisions. AS&K uses the most current
concepts and statistical techniques to develop and evaluate the reliability and validity of
organizational measurements such as employment tests, productivity measures, quality
metrics, customer satisfaction monitoring, multi-source surveys, and employee
satisfaction surveys.

For more information please contact Larry Ackerman
The Identity Circle LLC

1771 Post Road East Suite 207

Westport, CT 06880
lackerman@theidentitycircle.com

203.227.8589

www.theidentitycircle.com
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