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STRATEGIC SOLUTIONS

Organizational Health:
The Advantage Most Businesses Overlook

Strategy matters. Financial performance matters. Great people matter. But none of them reach their potential inside an
unhealthy organization.

Business owners spend a lot of time thinking about the things they can see: sales, margins, customers, equipment, employees, production, and cash
flow. Those things matter. But underneath them is something less visible that affects nearly everything the organization does: How well does the
organization actually function as a group of people?

Patrick Lencioni calls this organizational health. In The Advantage, he argues that healthy organizations reduce politics and confusion while creating
greater clarity, productivity, morale, and retention. For a growing business, the practical question is simple: Do our people understand where we're
going, trust one another enough to work through problems, know what is expected of them, and consistently make decisions that move us in
the same direction? If not, growth usually makes the problems bigger.

A successful business isn't automatically a healthy business

A business can be profitable and still be unhealthy. The founder may make nearly every important decision. Employees may avoid difficult conversations. Managers may give
people different directions. Everyone may know which subjects should not be raised around the owner. A great employee may quietly leave because they are tired of the
dysfunction - and the company can still have its best sales year ever. Results can hide dysfunction for a surprisingly long time. Strong demand, a talented founder, loyal
employees, favorable markets, or sheer effort can compensate for poor organizational health. As the company grows, however, the cost of confusion and dysfunction
compounds.

ASK YOURSELF: If our sales increased 50% over the next two years, would the way our organization currently works become stronger - or would the
cracks become much larger?

Start with a leadership team that can actually work together

Lencioni's model begins with building a cohesive leadership team. A group of people attending the same management meeting is not necessarily a team. Healthy
leadership requires enough trust for people to say: 'l screwed that up.' 'l don't understand.’ 'l disagree." 'l need help.' 'l think we're avoiding the real issue.' The
absence of disagreement is not necessarily evidence of health; sometimes it means nobody feels safe enough - or cares enough - to challenge anything. Healthy teams can
disagree vigorously, work through the issue, make a decision, and then move forward together. For a founder, that requires creating an environment where people can
disagree with you without paying a price for it.

ASK YOURSELF: Do the people around me tell me what they actually think - or what they think | want to hear?

Create clarity about what matters

Healthy organizations are not necessarily complicated organizations. They are clear organizations. People should understand why the business exists, what it believes,
what it does, how it will succeed, what matters most right now, and who is responsible for what. Lencioni organizes this around six critical questions in The Advantage. The
practical idea is simple: Your employees should not have to guess what winning looks like. If the owner thinks customer service is the priority, production thinks
efficiency is the priority, and sales thinks revenue is the priority, each person may make logical decisions while collectively pulling the company in different directions.

ASK YOURSELF: If | separately asked five employees what matters most to this business right now, how similar would their answers be?
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4 Communicate until you're tired of hearing yourself say it

One of the founder's common frustrations is: 'We've already talked about this.' You probably have. That does not mean the organization has absorbed it. Lencioni
describes the need to overcommunicate clarity. Important messages have to be repeated in meetings, hiring, onboarding, decisions, promotions, performance
conversations, and resource allocation. Employees determine what an organization truly values not simply from what leadership says, but from what leadership repeatedly
says, does, rewards, tolerates, and corrects. The founder may feel like they are repeating themselves while the organization is only beginning to understand.

ASK YOURSELF: What are the three things | want every employee to understand about this company - and where are they consistently hearing them?

5 Build the clarity into how the business operates

Eventually, organizational health has to move beyond conversations. Lencioni calls this reinforcing clarity. Hiring should reflect what you value. Onboarding should teach it.
Your accountability structure should reinforce it. Meetings should focus attention on it. Compensation, recognition, performance conversations, and promotions should
support it. Sometimes your willingness to remove someone who repeatedly violates it must protect it. If leadership says teamwork matters but continually rewards the
high-performing jerk, employees learn what actually matters. If accountability matters but missed commitments never have consequences, employees learn that too. Your
systems teach your culture whether you intend them to or not.

ASK YOURSELF: Do the systems and decisions inside our business reinforce what we say matters - or quietly contradict it?

The Organizational Health Flywheel

Lencioni's four disciplines create a practical sequence: build a leadership team capable of working together, create clarity, communicate that clarity repeatedly, and
reinforce it through the organization's systems. The result is not perfection. It is an organization increasingly capable of solving problems and executing without
unnecessary politics and confusion.

COHESIVE TEAM CREATE CLARITY OVERCOMMUNICATE REINFORCE CLARITY HEALTHIER ORGANIZATION

Who are we? What matters? Who
owns what?

Build them into people and operating  Less politics. Less confusion. Better
systems execution.

Trust, productive conflict,

o Repeat the important messages

Organizational health isn't another initiative to add to the business. It is the condition that allows the rest of
the business to work better.

WHAT UNHEALTH OFTEN LOOKS LIKE HEALTHY DOESN'T MEAN COMFORTABLE

DECISIONS KEEP COMING BACK TO THE OWNER - People are unsure what
they can decide.

MEETINGS DON'T SOLVE MUCH - Updates happen, but difficult issues remain
unresolved.

EVERYONE HAS A DIFFERENT PRIORITY - Everything is important, so nothing
really is.

PEOPLE TALK ABOUT ONE ANOTHER - Problems become politics instead of
conversations.

GOOD EMPLOYEES GET FRUSTRATED - Strong people tire of compensating for
weak accountability.

ACCOUNTABILITY DEPENDS ON THE FOUNDER - If the owner does not push,
things drift.

THE FOUNDER HEALTH CHECK

TRUST - Can people tell the truth here, including when it is uncomfortable?
CLARITY - Do people understand where we're going and what matters most?
ALIGNMENT - Are our leaders actually rowing in the same direction?

ACCOUNTABILITY - Do people know what they own and what good performance looks like?

CULTURE - Does what we tolerate match what we say we value?

A healthy organization may actually have more productive conflict than an
unhealthy one. People challenge ideas. Poor performance gets addressed.
Responsibilities become clear. Leaders admit mistakes. Hard decisions get made.
Someone may hear, 'You're a great person, but this isn't the right seat for you.'
The founder may even hear, 'You're part of the problem.’

Healthy organizations don't eliminate uncomfortable conversations. They
become capable of having them without damaging the organization.

DEPENDENCE - Does the organization become stronger as responsibility moves away from the founder?
If several of these questions make you uncomfortable, it may mean you have reached the point where building the organization has become as important as building the

business.

BUILD WHAT LASTS

Strong businesses are built through stewardship of people, culture, leadership, and the organization entrusted to us.

There comes a point in the growth of a business when working harder isn't enough. The next stage requires building an organization capable of
carrying more responsibility than the founder can carry personally. Organizational health is the foundation underneath that work.

Patrick Lencioni's The Advantage provides a useful framework for understanding it. The practical work is to build people who trust one
another, know what matters, understand their responsibilities, address problems honestly, and move together toward a common purpose.
AgStrat works with founders and leadership teams to build the leadership, organizational structure, accountability, financial discipline, and

culture required for the business's next stage. To start a conversation, contact virgil@agstratsolutions.com.
Trust | Clarity | Alignment | Accountability | Stewardship
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