Corporate Business Process

Bruce Barr, Annie Barr…
Administrative challenges

Enjoy teaching and dialoguing with such a diverse group…

Learn and remember Pekka to know about Finland…

The sense of community to develop the network… bonding… professional relationship to develop…

Intention is to average it out so we deal with one module per session…

Patience and flexibility…

Class is taught like a seminar rather than a lecture…

He will assume reading of all of the materials…

Develop ability to work with more data than normally possible by a standard human being…

Start right on time…

He sometimes calls time out on issues…

Questions, logistics, etc…

See Annie as business manager…

Interview with a consulting recruiter…

What will the recruiting firms be looking for when selecting candidates…?

Shortlist of skills…

He’s been a consultant and a business manager hiring consultants…

He would generally expect to work with the people…

If you do these things well, you will be several steps higher when job hunting and performing in work… These skills are worth learning….

Bruce Barr interviewing a consulting firm’s recruiter – GGSB Apr 10, 2008
· Please describe your dream candidate for me – a desription of a candidate of whom you will say – “We need this person in our firm”

· Has a graduate degree – MBA, MSc, MIB, etc

· Grades are important as an indicator as how well people work in an academic environment, but you need to sell the whole person…

· For entry level jobs, about 23-30 years of age

· If you have more experience, you should be looking to join a bigger firm as a subject matter expert…

· An International profile – i.e. willing to travel to many places which may not attract very many tourists

· Commercially-oriented person (e.g. how diverse businesses work in the real world, practical knowledge of problem-solving, negotiation, business and social culture knowledge and skills) – www.harvardbusinessonline.org – search for negotiation; www.hbs.edu – free subscription to a weekly letter…. Searchable database – free newsletter from Knowledge@Warton.upenn.edu

· Able to become highly effective project managers/executives in 2-3 years (Harvard has some really good things on “advanced project management”)
· Results-oriented – results oriented conclusions – let’s talk about the reactions we can take – recommended logic chains from research… Talking and listening to people from within the organisation… You need to know who within an organisation is capable and willing to talk to you…
· Creative and flexible

· Too many academic consultants look at the world through their own academic lens…

· Too many academics deal with symptoms and not root causes….

· Systemic thinking…

· Valeo – took supply chain catalogues to put together the technological design… 100% turnover within 3 years – no one can train anyone, so... rather than addressing the turnover issues, they addressed the supply chain issues instead….

· People were working on the symptom – no one knows how to do these things so they install an IT system – they should have looked at the root cause of 100% turnover…

· Be knowledgeable and conversant about Bain’s top 25 management tools and techniques, know when and when not to apply them

· Master any 5-6 or more, to demonstrate your “depth” and ability to master complex topics

· We will get a manager’s view of them – he will highlight the “tool du jour”…

· They are good tools – but some are better for different application that others…

· Extremely good command of English, other languages a big plus
· Chinese people need to know Mandarin, their local dialect, French and English – impressive…

· In a campus interview, dress not especially important. But the candidate needs to know how to dress and act, for example, in working with the CEO of a major multinational (yes, even young consultants may be interviewing that level of executives)

· It’s worth knowing sources to learn about customs in a company…

· American Express has a brief library of sources on specific localities…

· Assertive, courage, and self-confidence (but not arrogance!)
· Decisive in their talk…

· But sometimes people go one step beyond… into arrogance…

· This veneer… The first or second time that you make a mistake, it is shattered…

· It’s good to be diplomatic in what you say… Phrase it in a diplomatic, non-threatening kind of way…

· As CEO of French IT company… looking for a contract…

· The client had ideas of his own, but the “rising star” told him it was stupid…

· Constructive persistence – very important for top tier consultants…
· A recent project required an interview of the Chairman of Gazprom, the consulting firm’s recruiter will ask him/herself the question “Is this candidate likely to get that appointment and to conduct a successful interview?”
· It is unlikely that anyone will get an interview with the Chairman on the first attempt…!

· Vivendi – CEO had 76 direct reports – there were no business processes in place to keep them running…

· Student wanted to work with the organisation to work on his dissertation on it…

· Student had to call in for 3 months…

· He suggested that he should be persistent – construct some specific hooks – this is how I want to make it worthwhile for you and someone else…
· They role played the interview and the student came across very seriously and got an extra hour or so….

· Useful Insights

· Symptoms vs Root Causes
· TQM – the only thing you can use is ISO

· ISO – you write down what you want to do, you codify it, and then if you want to change it, then if you want to change it you need it to be recertified….  This limits innovation….

· Governments require ISO for bidding on contracts

· Japanese Demming Award – Demming was head of the group from Bell Laboratories…

· Japanese companies wanting to export stuff…. (Toyota, etc, etc.)

· Demming approach is continuous improvement…

· EQUIS utilises a Demming approach…

· It is a weak continuous improvement practice…

· ISO approach vs Continuous Improvement approach are not really compatible – because they have differing goals…

· Baldridge == Americanised Demming…

· Metric is customer satisfaction ( That is the key focus…
· Conventional Wisdom

· Factoids, errors & Omissions

· The Economist magazine – has moved to “everybody knows that”…

· The NY Times is famous for omissions… But they stripped out parts of it changing the meaning… The product of American paper firms have become pretty junky… Migration of business models from objectivity to advocacy of particular social positions… 50% of the American public love them, but 50% hate them… They’ve lost their customer support potentially forever….

· Logic chains

· Connect the Dots

· Analysis with analytic engines…

· Lead you as consultants to logical recommendations…

· Government is authorising several $1tn Bills…

· Connect the dots from $1tn to how the jobs would be created….

· It is important that you can map the logical explanation to the route…

· I want to understand what you did in your research and what you found, how you analysed it, how that lead to your findings and conclusions and how that lead to your recommendations…

· Consultants often fail at this and fall on their swords…

· Hard Facts 
· This is a book – it will be required reading…

· It offers some approaches to address myths…

· HP Compaq merger – they didn’t check out how good the Compaqs were… ;) 

· Unintended Consequences

· Politicians pass legislation ( they will deal with legislation and then blame others on the basis of the unintended consequences…
· As CFO he always wants people to assess the Unintended Consequences of any change – plans to mitigate these risks – he will like that….

· Having “we’ll close it down if it gets into trouble” as a risk mitigation strategy is a problem, because people are very rarely wanting to do this sort of thing…

· You need the trigger points in advance for making the decision so that people don’t end up asking for “just another 2 months” ad infinitum…

· Tactical Decisions that lead to strategic catastrophes

· Tactical decisions that are considered to be minor choices can bankrupt the company…

· So long as you reveal what you are doing and keep it open, it’s all ok…

· But Enron didn’t keep it open – they hid it…

· If you’re CEO of a big organisation and the accountants don’t agree that you’re accounts are true and fair then the board will push you out…
· Enron turned around to Arthur Anderson and said – we’re your biggest clients… if you don’t stop giving us these kind of problems, then we’ll take our business elsewhere….

· That kind of decision can bring down massive businesses…

· Magic

· Slight of hand

· Clients will sometimes do these sort of things, so that they might try to hide things…

· Usually financial people are good to interview, because they understand the consequences of lying to you

· AIG bonuses – this is magic thinking…

· These bonuses were personally approved by Timothy Geithner

· Spin…

· Advocacy vs Objectivity

· If people have taken on the role of advocate, it requires some careful checking…

· If you find someone who is objective, hang on to that person, because they are useful…

· Usually CFO and financial people are generally reliable, because if that person is lying to you, that person will be fired – and will never get a job ever again…

· Talk to the financial people…. They’re generally reliable….

· Insight – the important thing is that the CEO receive it, not that I sent it…
· The point is Delivery – meet the goals of the client…

· Prepare for tomorrow –
· Give us 3 teams…

· Consultants…

· A challenging assignment for each team…

· Hand out the assignments – brief but meaty requests of consulting teams…

· Big contracts of the teams…

· Team leader has taken ill, so you have to work with the team how you will organise yourself and plan for these things…

· You will present in the last couple of the modules….

· I hope that you address the points above

· Grading - Each team will make a presentation…

· Questions – he might ask…

· You could spend 6 months full time on these…

· How to structure things so you are most effective and efficient…

· Have some discussion of a constructive way of addressing this…

· Develop your own presentation… This will be your principal part of your grade for this component…

· … but you need to make sure that it is integrated well…

· You want everyone to have a substantive component to address…

· A reasonably balanced workload…

· Tasks will be chosen on the basis that we should have some knowledge of them already…

· The learning points that he is asking us to do during the course…

· He wants each of us to be comfortable experimenting with alternative behaviours…

· If you’re generally quiet – try some leadership strategies, try some communication tools…

· This is your opportunity to learn from this…

· Evaluate yourself in terms of your unsuccessful ideas…

· You can give people some feedback on things… within the group…

· This can be risky…

· He wants us to experience conflict and understand where the conflicts come from and how we built up to that… How do we avoid it long term…
· Assess how people are dealing with their conflicts…

· Keep a daily log of what is happening… I want you to be able to go back to that and be able to assess what the problems are…

· What should I have done about it…

· Reflective diaries…

· Keep personal lessons learned diary…

· He will ask us to give him an extract from the personal log at the end of the class…

· Some cases he’s been very impressed by the personal insights…

· These are the things I’ve learned and the things I’ll be committing to change…

· Groups based on good mix of gender, nationality, experience, build a good mix of capabilities…

· Understand how a multinational group works together when you’re starting off without a clear leader…

· Evaluations for promotions – raises, etc…

· Class participation in term of frequency in terms of content…

· You need to make sure that you give terrific content…

· Avoiding final exams…

· He’s trying to benchmark against Harvard and other organisations…

· As a substitute for a final exam – he will ask for learnings, and extracts from personal learnings…

· Continuous improvement…
· John took a risk by taking a CEO request for a couple of pages of analysis of work and turned it into a Powerpoint – he took a simple request and turned it into a statement about himself and his capabilities…

· Very nice…

· IT consulting is the largest employer

· The Strategic management consulting

· He plans to use that to test the content by benchmarking the relevant used tools…

· Even McKinsey does fail!

· AT&T labs could not successfully manage 16000 small projects so instead they brought in McKinsey to shrink it down to much fewer small projects…

· McKinsey did a load of market research… 

· They came up with a projection of 100,000 mobile phones worldwide…

· So they sold off the licenses at about $1 a piece…

· Years later they bought back a mobile phone provider that they’d sold the license to for $12bn!!!!!

· So how do I design my business model so that I can get around failures like these….

· Steve Jobs asked him if AT&T wanted to buy Apple

· Build in an automatic response to ask leading questions…

· He figured that AT&T might be interested in acquiring Apple…

· What info would you like me to take back to the board…

High levels of EU investment

Ireland was supported by large amounts of EU investment
They were able to do some very powerful things with those large quantities of investment for around a decade…

France became angry specifically with Ireland and also with Denmark for the same particular issue…

France and Germany cranky

A single key event led to suggestions of recession prior to the crash, around 18 months ago…


Be aware that many of news papers will be biased… advocacy rather than objectivity

Define criteria for wise usage of the investment or poor usage of investment…
The objectives are to put you into a position where by you will have to deal with things…

If things happened internal to a team 
“If there’re 3 dictators in here, you probably won’t be successful as a consultant” – the only way you can be successful is by owning your own company, but your business will fail, because you will be unable to retain strong talent.

Lehman’s group – the young CFO has gone off on a retreat… They need to think about why the people are looking at things… By reading the media, they’ll probably be aware of what is happening in terms of Ireland vs leverage of derivatives…

Some of the teams may be interested in trade between the countries…

www.cia.gov ( world fact book for international trade… 

Major trading partners…

Questions about what did you do – what did you analyse – a couple of pages about the things…

He will be very pleased if we find some “conventional wisdom” and found it to be baloney…

He wants people to come up with issues of symptoms and root causes…

He wants people to go through the second slide from yesterday and pick out the key issues that he is interested in to develop each of the papers…

Good insights, some sound conclusions are central…

Flexibility is part of consulting…

Happiness is coping…

Truman – “The Buck stops here”…

Experiences from the logs…

Day 3 – C3,4 Bain Tools
· Presentation will be on the issue of style and skills…

· May run over slightly into C5…

· Re: Bain Tools – he will go over the trends and tools from a Manager’s View

· Balanced Scorecard – the balanced scorecard is very useful… but the difficult part is selecting the right metrics… 

· Recommendations:-

· Go back to your strategic plan

· What is your function and what role, and plan how you will achieve these things…

· How are you going to achieve these priorities…

· It will be different depending on whether you are in a culture with a heavy social focus or a heavy financial focus…

· If you do some business intelligence and you find out that your customer service or cost structure is terrible in comparison to your competitors – so it may be worth focusing on your internal processes…
· Bruce was given a role of turnaround President Director General… 

· He was given a 50 page financial report… 

· He said can I have a 1 page summary of the important information that I require for a turnaround… 

· And they modified it once a moth… 

· and as the strategy changed, they changed the dashboard… 

· His dashboard had all the important information for business critical strategic information for his board…

· He also took focus on information for hiring and firing (which people had not previously emphasised – then they had to select the metrics)

· Benchmarking – he’s a big advocate of benchmarking, but some companies benchmark against the average of the industry… 

· if you achieve all those metrics, all you achieve is the average…

· Bruce – there’s a continuum of people – those who can spend all the time managing their job, or those who spend all their time managing their career

· Using best practices even those from the top organisations of the industry, you’ll find yourself using the “best practices” of an industry, but you can only every achieve mediocrity…

· “Best practices” are one of those conventional wisdoms that might be best questioned… ;)
· Plus, benchmarking changes over time…

· Benchmarking

· When he used it at Bell Labs…
	
	Our Perf.
	Competitor 1
	Competitor 2
	Competitor 3

	Revenue
	
	
	
	

	Cost of Goods Sold (COGS)
	49%
	45%
	4%
	36%

	Marketing
	
	
	
	


He was talking about ways to bring the costs down… The revenue was higher, but so were COGS… Trying to bring them down to the best competitor simply by headcount would mean laying off 36000 people – bringing it down to the worst performing competitor would mean 26000…
Marketing they were lower than the competitors, but in order to use that to increase marketing budget, he needed proof of the benefits that the marketing dept. actually created…

Reducing costs == this many employees and this much reduction in R&D

In general, Benchmarking is a useful tool for shocking people out of complacency – but also good for other reasons…


SSCA – Strategic Sustainable Competitive Advantage

· Tell me what SSCAs you have in your toolkit right now…

· They may not have any…

· They may not have been forced into cost competition, which is the worst way to compete

· If you ask them what they want to have 5 years from now, you’ll have a strong level of insight into their needs…

· The large consulting firms try to differentiate themselves…

· If you aim for the lowest possible cost structure, then you become trapped…
· Squeezed margins…

· Bargaining power is on the customer’s side…

· If asked by a customer to drop the prices below the viable margin…

· You should be able to say – if we were going to drop it below price x, then we wouldn’t be able to offer the service whilst cutting the costs, cutting corners and effectively providing you with a cheap system that wouldn’t be reliable…

· We can’t offer it at that price and it be sustainable as a long term service to you…

· You can offer complementary services and proprietary services to step out of the price competition crunch…

· Offering a service such as helping you out with the chairman and CFO…

· Particularly in IT, he always recommends that the consultants build a business case from both their point of view and the client point of view…

Business Process Reengineering
· It’s useful but there’s real issues related to the cultural risks that are involved…
· Different parts of a school has different processes and different problems…

· The responsibility to move its systems from one side to the other side

· There was political stuff, and turf wars, etc…

· They never interviewed the people to ask the other side, and what it was they used, and what it was used for, and what was valued within the team…

· The school sent out an email to everyone demanding that they put the data onto the system…

· The school then sent out a stronger worded message requiring it…

· The school then got a Vice President to send out an even stronger message…

· … but then they checked to see what was happening and found out that the system was broken and that’s why there was an issue with delivery…
Collaboration Innovation
· Good – but there’s potential issues related to the protection of IP…

· Working with Bell Labs across from AT&T, it was very difficult to encourage working as competitors in one area and collaborators in others…

· The two VPs mapped out exactly what was going to happen…

· Sometimes there was a political issue

· They decided that they would offer something and use the budgets 

· They took apart the budgets and they put them together…

· It wasn’t pretty….

· He showed it to the company and they started to question what they were talking about…

· Re: IP, you as a supplier need to ensure that you protect yourself about IP…
· It’s always a good idea to have a group of lawyers who are working to enable the business to achieve their strategic goals… Rather than blocking them from doing anything based on there being too much risk…

Consumer Ethnography

· Cultural ethnography – diffraction of light
· Observation of electrons changes the behaviour…

· In the same way, observation of customers changes their behaviour too…

· If you follow someone around his house for his whole like, he won’t behave in the way he normally does…

· Starbucks had recognised that there were a load of people of the “next generation” who look, and walk by, why they don’t enter Starbucks…

· Starbucks wanted to hypnotise consumers and then interview them…

· An amazing amount of actionable items came from the interview methodologies

· The young looked in and saw wealthy people and they couldn’t afford the coffee…

· Sometimes we get the feeling that the yuppies look down on us, as do the coffee makers

· Instead, they went down to Dunkin Donuts where they can access the most data…

· Starbucks did a fine job of keeping it ethical, using unconventional tools, and analysing it well…
Core Competencies
· What kind of core competencies would you like to have 5 years from now?

· What sorts of thing do you want to be teaching 5 years from now…?

· How do you manage the future needs…?

Corporate Blogs
· Have things on the site that is popular…

· Don’t hide the fact that you’re advertising information

· Be very careful about how you release information about the company…

· If you’re facing a crisis, you can use the blog to provide information to the world…

· Investor relations always wants to hide the data or respin it…

· “Always tell the truth, but you don’t have to be exhibitionist about it…”

· Bruce taught the case at Harvard…!

· The principal product in this staff is accurate information…

· We always tell the truth…

· … and the reason you do this is that when people try to put a spin on the information – “I trust that was a mistake on your part, but I don’t think I’ll be able to ignore it again”

· If you run into a product tampering crisis – how are you going to get the information out to people about what happened and what you’re doing about it…

Customer Relationship Mgmt.
· CRM is extraordinarily important topic…
· Particularly in difficult economic times…

· Business Intelligence is very useful

· You need to know who is in danger

· Who is likely to crash

· Who is likely to succeed and come out well…

· If you just collect data and get outputs, you’re under using it…

· When you get a company, you should be able to talk to the CEO on an egalitarian basis…

· Asking a CEO “What are your people doing that you don’t want them to do”?

· “What are we doing that you don’t want us to do?”

· Be prepared for the CEO to ask you these questions from your CRM…

· What are you hearing from our competitors or our customers…?

· We’re hearing a bit like this stuff, but if you need more, we’d be happy to put something together for you…

· Lots of people have CRM, few people do it well…

Loyalty Management
· Airline frequent flier program – it’s making me hate airlines…

· Airlines seem to be going out of their way to abuse customers for reasons that seem to be trivial…

· The current carriers are falling down on maintenance and inconsistent services…

· Since the airlines keep on downgrading the value of frequent flier miles, they are frustrating their customers…
· Disloyal customers get the benefits, whilst the loyal customers

Customer Segmentation

· One of the most significant strategic decisions you can make…

· It determines the marketing decisions…

· If you set things up this way, then I may find it difficult to get the IT tools…

Growth Strategy Tools
See C.12

Knowledge Management
Valeo - 

IP – Should there be someone with a lot of authority have the authority to veto a decision…

Managing products is different to managing scientist…

Skunkworks – it’s a way to encourage innovation across the organisation… We encourage you to spend up 25% of your time to work on anything that you like…

In R&D – do you want to build R&D teams of people who get along well, or crazy people who don’t get along well together…

Separating out the Research and Development functions – the scientists head the researchers, and the developers are joint lead by the scientists and the science lines of business manager…
The scientists manage to regulate the scientists themselves…

Lean & Six Sigma
Zero Based Budgeting and others…
They build more paper mountains managing the tool than you do actually using it…

Lean/six sigma is a quality management tool that initially built paper mountains…

Lean manufacturing is a tool for process streamlining…

Toyota is renowned for the best processes…

NIH – not invented here – that’s why people can’t adopt the Toyota system…

Mergers and Acquistions

See another course…
RFID
Barcodes…

Contract from NATO for all the stuff that they manage – with RFID…

Vision and Mission Statements

Great, but there’s a big danger that there’s going to be conflict over how to say these things are…

To get commitment, you raise the level of ambiguity…
That way people can buy in easier…

Vision and Mission – don’t fall into the bear trap of not being specific to gain acceptance…
That is a bad idea, because it is important that people know what they are targeting…

Open is generally better than closed….

I really rely on my employee team….

Working in a turnaround situation…

Lots of heated discussions…

Highly frustrating that they thought they had been arguing…

There was a considerably high level of argument

In French schools, linguistic skills are more important than decision making…

Cash burn rate ( Cash spend per day on purchases, salary, taxes per day…


Look at the bank account and see how much you have available, and you divide one by the other… You can see how long it will be before you have to default…

CASH BURN RATE == Cash in Bank/Cash burn rate/day = how long in business

Offshoring
India has been used extensively for offshoring…

Helpdesk stuff…

Indians took the people off the phones and gave them intensive training in English…

People in Britain seemed to understand Indian accents better than Americans…

So, they would take incoming calls from UK to India, and calls from US to South Africa…
Customary in India that there is a reluctance to say “No”…

Customers would complain that “the way that the person talked, I thought that they were accepting my position”…

Issue of Control – I’m always reluctant to put someone between the customer and me…

A country that provides a lot of helpdesk services ( should they be feeling positive?

They should be worried… Worried – Keeping close touch with clients…

National governments are encouraging people bringing back helpdesks to the country…

Stated policy of the new administration ( is to bring them back…

Database information…

Corporate philosophy – a company often takes decades to develop the impression that they want, and can lose it in 

Global business has benefited a great deal from global trading – which has been of great benefit to consumers…

Poland can manufacture the shoes cheaper…  Korea and China and Korea can make them cheaper again….

The American consumer Benefits…
There was a lot of discord within the Financial Ministers…

Timothy Giethner than Sarkozy…

Merkel has different goals than Sarkozy…

G20 rather than offering actual info will probably offer a statement of ambiguity rather than real agreement…

Outsourcing – at the root cause level – there are cultural issues…

You need to understand and address the underlying cultural issues…

RFID
RFID used a bit like barcode…

Design the circuits…

When you are looking for innovation opportunities, you should consider RFID…

Poteamites

Thesis student – worked for a Pharma company…

Most of our therapies for cancer are radiotherapy and chemistry based

Proteamics – based around proteins…

Mapping the surface of the cancer cell… Identifying the sites on the cell…

The objective of the genetic engineering is to map the purpose and the topography of the cancer cell…

Genetically engineer the cell – a protein is a bigger molecule than other ones…

So insert in RFIDs… that will monitor a lot of functions and trigger responses…

Walmart are getting all their suppliers to embed RFID in every order….
Unless you reach a critical mass of volume, it’s difficult to climb economically…

Buildings - you get the systems to do a laser scan of the building…

Put that into the computer – get the repairs done on the computer…

Use the computer – and the mould making…

Each piece number that design could take the pallet  - so the wastage was definitely greatly reduced….

The highest pay off compared to the investment is the RFID technology…
Big barrier is the cost per chip… 5c per chip…

There is a big level of change per chip…

ISO – certification…

2c per chip when they come to that level ( all competitors will come onboard

Scenario and Contingency Planning

Often uses scenario planning…

You develop a strategic plan – you develop a certain amount of planning and document ideas…

You would be happy if when your product changes…


This is the path that we have assumed…


But if this is the path we end up on….


Do sensitivity testing….


The more you are able to mechanise your plan, the better…


CFOs – what would happen if the interest rates went up to 20%?



What are the implications for your plan?


What about:- what happens when a competitor comes up with a new product that blows ours out of the water…?


You need to have a plan – what about what would you do? Cost cutting? How would that impact revenue?

Sometimes it’s best to map it out on another route – map it out to year 4… Then think – if that’s what happened, what would I want to have done now to mitigate the negative and maximise the positive in that future?



Maybe that means that you won’t reduce your R&D budget…

One of the things you might want to have done 3 years ago might have been – what happens if there’s a massive global financial crisis?


One of the things you probably would have done is to build up a more healthy balance sheet…


Larger cash balance… (not too large though – because otherwise you’re a target for acquisition for using your cash)


Reduce debt ratio


Reduce fixed costs (as they appear on the balance sheet)…


Minimise short term and long term debt…


Match long term debt with long term assets, and short term debts with short term assets…


It’s a big sinking feeling if you have a big interest payment due and you’ve only got 6 months to go…


Don’t let that make you too much of a pessimist, because you need the flexibility to be able to go after opportunities as and when you can…

Business Model
“It’s a way of organising the resources of the business in order to deliver products or services to customers in a profitable and effective way” 

Credit card business – Credit cards are usually issued by banks and businesses…

They have such a huge financial empire – it’s a bit like an aircraft carrier – you know you want to change direction, but it’s really hard to turn around…

Credit card operations need a lot of cash and a lot of liquidity…

You make a payment today, but you don’t have to pay it for 30 days…

So you need a large float…

CIOs have enormous investment in IT and legacy systems…

AT&T would use the credit card number to stimulate demand for telephone calls by linking in the credit card to the phone calls…

Complex systems so they developed it a long way away…

AT&T went for a green field startup credit card company…

AT&T needing to raise a load of capital would have had to pay a huge amount…

But AT&T had an AAA rating – and they could borrow the money at a very low cost of capital…

The cost of capital was much cheaper than it would have been for the standard credit card companies…

With their money, they were able to invest in top end IT systems….

They had so many good ideas about managing people – making it better for the employees to work there…

So their cost structure was much cheaper than their competitors…

It was strategic, clearly – sustainable – because the competitors couldn’t change quickly…

And it was a competitive advantage, because it beat their competition…
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AT&T then, rather than eating the profit, invested the improved returns into embedding benefits into card ownership…

Such as insurance on products and insurance on car rental, baggage loss insurance, etc… etc… They didn’t charge for the card… They kept the expectations of fraud charges down – they were planned to just remove the cards… 
They invested it into the customers 
They invested in into the employees – when people got commendations from customers, they would be given a public recognition of $100 by the boss…

(Which incidentally wouldn’t work in France, because, given the issue of egalitarianism, people in the team would react badly and shun them…)

They divested themselves – with a small number of shares and floated them with an IPO….

They gave it a year and a half – and waited for a market price to stabilise…

They were about to sell all the shares, when all the other credit card companies started putting in bids… and bidding the price up!
Business Model ( “Whenever a business keeps on going downhill despite massive spending and heroic efforts by its people, the most likely cause is the obsolescence of its business theory (business model)” – Peter Drucker…


If you’re having problems ( if you’re not happy with where your business is, you need to think about these things…

Bayesian Statistics

It’s powerful, poorly known, but worth knowing…

Read “Bayes Rules”, The Economist, Jan 5, 2006 issue

Learn about Erlang, Gaussion, Poisson, Power-Law, et, al

It’s worth taking the time to learn these tools…

Erlang formulas can really help with managing large teams…

The beauty is that the larger the team, the more effectively the analysis works…

Used in managing large teams in call centres for capacity planning…

Gaussion – is good for call planning and forecasting…

It’s good for mathematical calculations…

You set the safety margin and adjust for the sick/holiday employees…

Pick one and become quite conversant with them…

Total Factor Productivity
It is a tool which works on the basis of 3 key inputs; Capital, Labor and Miscellaneous…

Output/ (C+L+M) = 3.2 ( the number is a comparison of based on the last value from when you tried to collect it…
You need a national statistician calculating for a small company….

Taking the basic TFP and making it a lean TFP formula…

Taking TFP and adding in Lean productivity…

Talk to the government statistical office and get a total TFP for the country…

(Or big organisation ( has to be big because it’s extremely costly to calculate…)

Calculating based on partial differentials will give you the contribution from capital, the contribution from labour and the contribution of misc…

Comparing your company vs your enterprise…

If you have a negative value, then it’s not good…

There was a big conventional wisdom practice to replace as much labour as possible with capital…

They did some calculations, but in that case, the conventional wisdom was wrong…

It’s not always good for productivity to replace the labour input with capital…

I.e. don’t mechanise in every sense…

It was possible to measure which set of initiatives as better investment for productivity…

Depends on the type of business and the type of economy…

Crisis Management
Johnson & Johnson ( He was talking to people who were in the crisis management room dealing with the issue that they had with people replacing Tylenol (headache medication) with arsenic…

Tylenol was the biggest seller… and was heavily used in hospitals…
Jim Burton CEO ( this is the crisis room… He had key people he had selected from various talents and skills…

They had lots of whiteboards around… and quickly developed an initial plan to address this…

The first thing was to say ( collect all of the Tylenol off the shells, pack it all up and send it back to the company…

It was a courageous decision, because of the cost…

But he said – I want to make sure that if anyone else dies – I want to know it’s because they bought it prior to the event

You two have the authority to spend whatever money you need to to find out if there is anywhere in our supply chain and distribution channels to see if there is any chance that anyone did it ( Do an aggressive internal audit… Do a good job because based on what you tell me I’m going to take it to the press, and I don’t want to go back on it…

You coordinate with the FBI and make sure they are investing the best people on it….
Many CEOs would have locked it down and not let anyone know what was happening…
But he took the risk of opening it up…

He projected credibility, honesty and candour…

He went out onto the news every day telling people what was happening…

He made an effort to keep the population informed on the issue of what they were doing to protect people…

He avoided speculative stuff and avoided giving up the information on the investigation…

He managed to engender a lot of trust from the nation…

He built his reputation from leading the charge…
He thought about it, and said ( I want you to come up with the options as to the best way to redesign these packages which will make the packages in the safest way…

The next day, they said that they’d spoken to a small shrink wrapping company that couldn’t meet demand and didn’t want to license the technology…

Instead, they said ok – buy the company, pay what you have to…. And then license the technology to itself…

The conclusion of the analysis regarding the possibility of tampering within the supply chain… He checked with the people and made sure the level of analysis was good enough to make the announcement…

On the back of that, they were able to go back into production…

They put the dates of the products on the packaging, and made sure that the pharmacists took special notice of the issue with the packaging…

They ran up a massive advertising campaign and after the crisis, the products sold better than ever before…

That is the acid test for resolving a crisis!!!!!!!

AT&T ( someone broke in, pulled a gun, and set up a hostage situation…


Everyone was trying to take the opportunity to “shine” in front of the president…


… they all tried to take responsibility over the issue…


Luckily, the police pushed them out…. But it was a clear issue…


The chairman took that as a requirement for a crisis management charter…


Come back and we’ll talk about how we go about setting this up…


He had to put in the crisis management tools…


He put in a load of situations and how to do it – trying to decide how to work out what he could get…


He said in this case – when there is a crisis, everyone reports directly to me not the presidents…


AT&T said people are greatest asset ( therefore the top priority was protection and evacuation of the employees…


So he put on there the ability to charter a 747 on his own authority…


He put in the ability to buy gold bullion and gold coins on his own authority…


He selected a team on the basis of their skills – the best, and the brightest and their skills under crisis ( cool and capable people…


He then started a program where they simulate crises…


He set up a program where people were expecting a scenario where, e.g. a disaffected employee had come in with guns and knew things about the plumbing of the factory – and was willing to empty out the poisonous chemicals into the river…


He then tested the security guy under the simulation…


He would have a set of papers… He would then pull out the papers on saying you have a 30 minute situation before the gun man starts executing people…


There was one specific person given responsibility for keeping in touch with airline carriers…


It was well worth running through the simulations, because if they hadn’t they wouldn’t have realised how many things that they had risked….


They plotted potential chief hotspots…


Whenever he went travelling, he went to see the American Ambassadors, and the security council members – those people turned out to be invaluable contacts…


He got a call in the middle of the night from the head of AT&T in Manilla….


He called him, having trouble being called…

The head of AT&T said ( I’m calling you from the bathroom on the floor with my wife, and there is a war zone going on around my house…



They activated the team…


They contacted the embassy in Manilla…


They said they’d take the local embassy’s opinion on how to arrange a cease fire from the government tanks to get the people out…


He had looked at the security situation for the undersea cable connection…


He had found out that food and money was left by the rebels by the local priest…


The people got hold of the local priest and arranged a cease fire for 15 minutes…


The embassy drove down an armoured car and picked up the employees…

Amazing success!

Crisis in Tiananmen Square…


They had people in China…


So they chartered a large airplane…


Someone else negotiated with the Chinese government (quietly)…


China shut off all the communications, but they put in something whereby they could route through from NY to Moscow to some tiny place into Beijing…


That way they were able to give advice to people that they were going to get a plane in… So they said – go get to a rendezvous point in a holiday inn nearby…

There were people walking the streets spraying bullets randomly…

There were also a lot of Chinese nationals who also wanted out on the plane…

They needed to be able to call embassies in difficult areas to let them know that they might be pulling people out of China with no papers… and that they needed the authority to land people…

They managed to get people out without problems…

The news got out and was passed on to employees that they were considered to be the most valuable assets…

They Chinese government were generally secretly pleased that no foreign nationals were killed…

They saved people during the Iraq war by bringing them out of Kuwait city…


They could see women being raped by the pavement and hacked to death, but they were able to take people out…

They managed to keep in contact with people through mobile phones, because the militants were not familiar with cellphones…

They went out and bought as many tampons as possible… because they are for if someone gets cut, they could clean the wound with sand and then put the tampon on and then bind with masking tape…
They also got black bags for in case people get a chest wound and a collapsed lung, the black sack can be put over them as a temporary artificial lung to keep people alive…
Also, take as much saline solution as possible…

Cigarettes, food, water….

All for a dash across the desert in road cars…

They broke into 2 tranches and got the people into the cars and drove them out into the desert… and picked up one of the bedouine desert people…

One of the cars got caught axle deep in sand…

There were people stuck in the car and a tank came over from the “enemy”…

They unwound a chain, dragged them out of the sand and dragged them out of the sand and pointed them to the border…

They gave them the cigarettes, food and water…

The second group made their way through, and met up with the border control point…

The second group tried to communicate with the border control group, kept calm, friendly, didn’t lie… and were finally allowed (after offering them food, water and cigarettes) to get over the border…

You have to plan in all dimensions (4 dimensions – 3 ways and then 4th time)…

There was a liquor cabinet… and they opened the liquor cabinet…

They got totally pissed and one guy started chasing jets that were taking off…

One guy had his wife who had come over, but he got totally pissed and smashed the door into the face of his wife…

They made an effort to support the people with their medical people….

You need to develop contacts, people, processes, tools, etc, etc… prior to the situation occurring…

They tried to work a lot with state department people… Some were excellent and some were worse than useless…

He asked for help setting up some constructive, smooth working practices…

I’d like you to suggest some people who you have faith to help us…

There were some people that were not 100% as helpful as they had wanted…

He was very fortuntate that they got support from the chairman, the board of directors…

They were very lucky in that they never lost anyone…

But it’s sobering to think that as a civilian, you are making decisions that can cost lives…

Three things…


Prior selection of people to operate under pressure


Clear decision structures and leadership


Whenever there wasn’t enough time – he would take the decision and take the weight…


Never panic… at all…

Luck comes to the person who is prepared for it…

Chance favours the prepared mind…

Annual risk assessment…


Probability x consequence of the event = X


You can use that as a rough guide for prioritising

You do a risk analysis ( higher probability and a less intense consequence…

A business problem can often be addressed more effectively and more efficiently if it is treated as a crisis in slow motion…
The kinds of crises we have described here directly related to the success or failure… and if you do not have the tools to deal with the crisis…. Or the people in the crisis management team and if you do not have tools put in place for the crisis to manage it to success…
There is a certain methodology for dealing with a crisis that you can use to resolve a crisis that are also just as useful for resolving a business problem or initiative… but slower… Strength of leadership, decision making structures, etc…

Force field diagram… if there are more downward pressures (demotivators than motivators) then things will move downwards…

How can we move the forces so that there are more forces pushing upwards than downwards…?

What things might you do to eliminate or mitigate the downward forces?

If you do that, and you make those changes, then you can reasonably expect that the productivity will go up…

Delphi – what is it? Check the internet…

Multivoting ( you have the leader talking about things and then make a vote with a silent button… Then if you have a 50:50 split, you can say – how can we develop this to meet the needs of both sides of people without focusing on the 
“Tool de jour”

Study the private equity section ( particularly the matrix chart ( there are some super lessons to be learned about the private equity firms…
He will relate that to the economic firm…

We will see some interesting things happen when they stock markets start to recover…

Trillions of dollars are waiting to be invested when the markets come back up….

He’s got some stress management techniques…

If you don’t feel any stress, then you probably don’t understand the situation…

But don’t be so stressed that you don’t remember what you said…

If you take good notes… you can turn around and say – yesterday at 10:00 you said this… can you explain that? it gives you strong bargaining power

If you want a warning, as Annie…
Take a deep breath… be relaxed…

Week 2
Day 6…

5 Pages ( 

· There is more work that needs to be done than you can do

· How are leadership disputes dealt with?

· How did you and how did the group deal with that?

· It’s an opportunity for you to use different ways to work…

· How did you deal with conflicts…?

· The cultures are very cross-cultural values

· Laurynas gave a very interesting summary on the objectives of avoiding conflicts

· Within business it is actually worth raising conflict and dealing with them

· Raising levels of ambiguity leads to “lack of alignment”…
· That means lots of people all go off in different directions…

· As a management consultant, go in and look at alignment – often times that is a core difficulty…

C-10 – Turnarounds – A French IT Company

Potential Barriers

· Unions

· Potential for issues with Business French languages

· Availability of skills

· Technologically vulnerable

· AS400

· Bespoke work

· Used to fall back on price competition

· He was brought in as the Turnaround Head of the Organisation

· Introduced himself to the secretary

· Went to speak to the PDG…

· The President of the Work’s Council, the Union head (the CGT – Communist Union) wanted to see if he had time to meet him some time in the next few months…

· He said why don’t you see if she’s got time to talk to him today…?

· So the secretary was happy to deal with that…

· She asked – “Why are you here?”

· He said – “To save as many jobs as I can… Can I take you into my confidence and give you a confidential financial sketch of the state of the business?”

· He said “So my job is to do everything I can to save jobs – so I’m going to work very hard to work very hard to save as many jobs as I can”…

· He made a decision to go further down the path – “I would like your advice on one of two paths – in my country someone in my position and the union head would be in conflict, and I don’t think that will help… If we can work together that would be better… Why don’t we talk about that…?” He used hand signals that helped her decide to help

· He asked her to agree on taking her into his confidence where he could share ideas with her, but know that she wouldn’t take it to the union members

· HP had bad working relations with the unions and he wanted to avoid that

· He didn’t call on her too often, but enough to make her feel like he was sharing the information with her…

· People wanted to talk with him to develop their English

· They began talking about the info about the Industry and where things were going…

· He was happy to talk to them about things but then he would say “I’m happy to discuss things, but I’m not willing to talk about everything. I hope you understand”

· He made an effort to talk to the union head – so that he made sure that she knew what was going on so that he could look for ways to reinforce that…

· Willing to take some risks

· He was lucky that they were willing to hold all their business meetings in English…

· It’s expected that even if the PDG calls a meeting for 9:00am, people would rock up at 9:15… So he told them that they had such big problems and that their time was so valuable, that he would appreciate it if they made it in on time…

· They did it again… So he locked the door… And he said – I’m going to assign you some tasks – you will have to your colleagues and find out what they are, because I will be holding you accountable…

· So he told them that they had important decisions to make and that their time was incredibly important – and they couldn’t afford to be so casual…

· At the end of each day, he would put up a list of decisions that they had decided on during the day and got people to sign off on them…

· The next day, they would come in and start talking about it all over again…

· He needed the arguments to be organised…

· He had put in top priority changes, where he thought that people were accepting them, but they were not being implemented…

· It turned out that the Marketing Director decided not to change the compensation plan…

· People were still being incentivised to sell non-profitable products – so he replaced the Marketing Director…

· They were all arguing loudly… So he said – Take a piece of paper and write who around this table do you have the most difficulty working with… They all kept it hidden…Think about that person and yourself, and think about whether you can work with them or do we need a “shootout”?

· 3 of the 5 said that they were willing to learn to work with them…

· There were 2 people who felt they needed a shootout… (the 2 picked different people)

· I would appreciate it if the 2 who wanted a shootout would come and ask for a private meeting… 

· 1 came in and said “Maybe I misunderstood shootout” – oh, I can work on that…

· The other guy came in and said “Yes, we need a shootout”…

· Bruce said I won’t call the shoot out for a month – I want to see if you can work together…

· He had good ideas, sometimes better ideas than the others…

· But the CFO knew about the French CFOing… and was easier to work with…

· So Bruce asked the CFO to check out the situation – taking his payment, he would have been better paid than when he was doing the job…

· The other guy came in and Bruce let him go pretty gently…

· Things went a lot more smoothly after that…

· “He told people that he’d been fired – he hurt himself more than me…”

· Bruce was willing to try to make sure the company supported him “he’s decided to leave for other things”…

· He couldn’t really ask the employees or the union president, because it would’ve created political problems

· He could have reassigned people to different tasks…

· He needed people to accept that decisions were made with alignment
· It also gave a message to the middle managers who knew that they shouldn’t mess around with him…

· Decision making was much smoother…

· Other things moving forward were related to metrics where he would say – here are your responsibilities and here are your metrics…

· He would check to see how well people understood English by cracking a joke and seeing who understood…

· Downsizing plan ( do it as objectively as possible ( no politics, no objectivity…

· COBAL programmers – he was willing to give them training to learn what the customers needed…. He said “wouldn’t you feel better as a professional person to be leading edge?” – they refused “No, we’re happy as we are” ( he made sure people talked to them and offered them opportunities for training 3 times, but they refused ( so he put them on the downsizing list… and most people were supportive, because they were tired of the COBAL progs getting paid for doing jack… He would discuss with the Union President and they were both rational enough to accept that they don’t need to necessarily agree on everything… but so long as they did things in a way that was seen as very fair…

· Two people from the CGT would stand up and make a speech about how there was no way the process would work… The President came to him afterwards… and explained that they had to make that speech every time and the other had to submit the paper to CGT and told them… The President of the Union said “You guys have screwed all of this – if you vote against it I will inform the papers that you’ve really tried to mess it up and lost all those 2000 jobs”… The CGT abstained…

· It was a fairly substantial downsizing ( they had closed some business areas, and opened others… After the process, the company was acquired…

· He was there for 13months…

· What would he have done differently?

· Could he have done it in a shorter period of time (initially a 6 month period – but it was extended so that he could develop it and negotiate a sale)

· It’s important to bring in someone who knows how the contracts work in the country…

· Hired as independent contractor by the parent company….

· Initially if he’d gone into acquisition talks to start with, he would have to pay the company that took over the company €15m after 13 months he’d brought it back to profitability, given it a sustainable business model and made it a viable sale…

· He gave Philippe a lot of responsibility… and he did what Bruce needed of him… The President of the school could hardly believe how the guy developed and blossomed as an employee…

· Philippe wanted to start a business and get a loan…

· The bankers would not give him a loan without his a guarantee…

· But they worked together to set up a new business…

· He rented some business space in Paris – he couldn’t incur high fixed costs in rent…

· He found some gangs and asked them to keep an eye over the site for him…

· He offered some friends some work, but didn’t promise them any pay until they got in some sales…

· He now has a remarkably successful business…The biggest book firm in Germany wants to buy his business…

· He keeps on telling them he’s not interested in selling – they keep on trying to buy… he keeps on refusing…

Picking the Low Hanging Fruit
Outsourcing and Downsizing…

Downsizing

· Internal skills and qualifications

· Understandable

· Corporate culture

· They got rid of everything to improve the structure

· Unfair…

· 10%

· Feelings of unfairness popped up…

· Difficult discussions…

· Bad sales experiences from a marketing point of view….

· 27 people…

· Harbouring bad feelings about the employer…?

· Significant in a global economic downturn…

· Healthcare ( distributors

· Moving operations to the distributors…

· They asked the employees what they wanted to do and how they dealt with it…

· They handled it very well….

· He was given a year’s salary…

· Were the people doing the downsizing effective in telling you why?

· Contrasting views…!

· What could they have done to make the experience more like his?

· What could your downsizers done to make your experience more positive today…?

· They could have exhibited their interest in people…

· They should have offered monetary concessions…

· Consulting construction industry…
· Downsizing in 3 steps…

· Calling in people without prior knowledge and just firing them

· Some people were sent an email and they were told some people who were leaving and some people who would be taking over and who would not… But there was no communication of who would be lost…

· Third – was people who were very specialist – they don’t want to lose this highly skilled people…  They’ve tried to keep people, but they are taking a 25% pay cut… They have a modification under the original contract… The strategy worked well… 
· Note down my own lessons learned ;)

· As the CEO you have to make the decision as to whether you manage it yourself or hand to HR Vice President
· It comes across better if the CEO manages it himself, because that way they are seen as leading the project – redundancy is painful, so you should be part of the process…
· CEO coming in directly could be an issue with the political issues with the HR mgr…

· If a downsizing is handled well it can be a positive thing, but if handled badly, it can damage your company for decades…
· There is an unrealised aspect of the experience downsizing is the experience for the downsizer…
· That is a role that the consultant can play… 
· To help the downsizer understand and assuage their guilt…
· The counter culture thing that he tried – he tried to mitigate the impact…
· He would advise the CEO to lead the thing…
· The CEO should be seen to lead the thing, to justify it, to explain it… Do not let any other function lead it or explain it as the first time the logic has been exposed to the employees…!
· If this has happened due to bad decisions, depending on your culture, I would advise the CEO to take responsibility for that…
· The CEO should get answers and ideas from the country managers…
· Product managers, vs real estate managers, vs etc...
· You need to put together a world class marketing program…
· Make sure the objectivity of the situation is clear… Utilise your established HR department…
· To what extent is the CEO culpable in today’s Financial Situation ( should he be removed?
· If he’s culpable, yes, - you should have kept the succession planning positive to run the company
· If not – no… Keep the them and retain the talent…
· “right sizing” ( some cultures feel like it’s a situation like people are thinking being tricked into feeling good about this – the intimations of the idea…
· You want to make sure that as a CEO you are not making customers think you are going under…
· …. But do not raise the level of ambiguity to avoid customers getting worried…
· Went and talked with next level managers…
· Went to discuss scenario planning…
· Had some advocacy debates about the thing…
· Made the decision that he would go on CCTV to announce the message…
· There were mixed reactions…
· So one of the first things he did in the new job were experiences to meet with people…
· He responded to questions from the audience in each city he went to…
· He didn’t want people to leave the meetings feeling unhappy about the process…
· The mission was to turn this group of people into a strategic sustainable competitive advantage for AT&T in the new environment
· The world outside is changing, so the world inside is also changing…
· He offered people the option to follow with him if they wanted to, but he said that he had people who wanted to come with him that they could follow with him if they wanted to…
· We have a choice to formulate the options that they wanted to…
· You are a consultant and as CEO I’ve asked you to tell me how much of my time do you suggest I spend on the downsizing and how much on the follow up
· If you are a strong culture with a high power distance 25:75
· In low power distance 75:25…
· Short life cycle for CEOs… 
· Somebody else is always picking up the broken glass
· Jack Welch ( Meeting with the School of Michigan…

·  In America, CEOs officers and staff spend an incredible amount of their time they think working with the people who are leaving… This is a painful thing with the people who are leaving and the people who are working…

· The major fault with the executives is that they spend too much time with the leavers…

· You need to spend lots of time with the survivors…
· You’ve retained the “superstars”, so you need to ensure that you let them know how important they are and how much you need them – give them lots of hugs…
· There are going to be a lot of Private Equity people buying up companies in the not too distant future, and they often downsize, so this information will be core for the next few years…

Outsourcing and Offshoring
· Countries with competitive advantages for outsourcing…

· In India, you are faced with a secondary and tertiary level of a downturn in another country…

· You’ve been hired as a consultant for an outsourcing provider who is suffering from the backlash of the financial crises……

· In times of downturns people tend to use technology to offset labour costs…
· What do I do tomorrow morning?

· Diversify into a different area and a different market…

· People are keeping their IT systems together for longer…

· So divide your business into sectors ( as you look over the long term horizon, recognise that there may not be a long term growth, because people will start buying the products again…

· The Global Meltdown Impact is uneven among countries…
· Let’s look at where there may be growth markets ( I would put a team working out who will be least affected by the global downturn….
· I would have to identify where I need to invest and train to find the growth areas…
· “If you’re given a pile of lemons, don’t complain about it, make lemonade”…
· Conventional Wisdom is that developing markets are the last places you want to look at… Particularly in a downturn, it’s worth looking at these markets – particularly, it’s worth talking to the governments, and seeing if you can come up with projects to support governmental objectives in the downturn…
· There are no recession proof businesses!

· Low cost advantage is a strategic competitive advantage, but is it a sustainable strategic competitive advantage?????
· Protectionist walls!
· Price wars – you will win if you are the lowest cost provider…
· It would take the banks decades to compete with the business models...
· Their profit margins were not high enough to compete with the new customer benefits 
· One of the most important (perhaps the most significant) strategic decisions is how they segment their target market
· I would want to take the food segment and refine the area and segment it more…
· For example, now will be a tough time for organic foods…
· 4 Dimensional Thinking ( this is an excellent example…
· Gus ( disagreement ( Organic foods have reached an economy of scale and there are viable traceability and evidence based organic foods…
· Management Consultants need to be able to manage upwards…

· You will come in as a young management consultant, and you need to be able to manage CEOs who may have been around for a long time…
Finding Global Growth
· Core

· Need-based

· Customer Retention

· Productivity

· Competitive Positioning

· Pricing Strategies

· Selective acquisitions

· Private Equity will try to jump in at the time when they can pay low money at the right time…

· Private Equity is probably getting their MBAs focusing on which companies likely to survive…

· It’s best to keep a healthy balance sheet…

· Aim for a reasonably low debt-equity ratio (for your industry)

· Insolvency - Compare the cash flow streams to the debt servicing expectations, rather than your profitability…

· A lot of people will give up a lot of things before they cut off the electricity or water – utilities are pretty stable cash flows… non-discretionary spend…

· But the discretionary spend (e.g. different industries and capital expenditure) can have fluctuating cash flows

· Advertising

· Marketing

· Segmentation

· Growth through “Adjacency Moves” – identify core businesses

· Related markets

· Program as a consultant advising market research companies

· In his country it would have been very difficult…

· … so they found ways to move into a close geographic area

· Geographic Adjacency

· Statistical analysis skills – all the skills between a not very good market research piece and a good market research piece…
· How could you expand your business into adjacent products…?

· What else could you do to grow your business? 

· It’s in offering people marketing plans and decisions based on your research…

· And then it’s in implementing the plans ( it’s in these areas that businesses often fall down…

· The beauty of this is that these strategies can cross national boundaries without too many problems…

· … but what are the metrics that you would use to measure success?

· Most marketing people do not like to be measured!

· This is particularly difficult when it comes to budget time…

· When I was a CEO, I always asked for the ROI on the marketing investment…

· There are great tools for measuring the ROI on marketing through pay-per-click and specific phone numbers to measure impact of a specific advert….

· This requires partnership with statistics and through technology…

· Marketing people… Profile is rarely heavily numerate…

· Marketing linking to Sales

· Marketing accounting ( a financial accountant or a managerial accountant ( or a hybrid?

· Financial and managerial accounting separation is generally a British way of working…
· It is an artificial division… It tended to get in the way… because it was difficult to get the two types working together…

· In America – the skills of people who work on preparing the statements, I expected to have the same level of skills as the people who work on preparing budgets… and he would very often exchange them…

· Customise for target markets you are looking at…

· I’ve never worked for a very large company where the marketing director is on the board of directors representing the board…
· Marketing Director will often report to the COO…
· Different in different industries and different cultures
· Good succession planning is to look at the horizon as to who might be needed to take on the challenges for the future….

· They might bring in people who have the challenges of bringing in legal skills…

· If you are a company that is effectively driven by markets…

· AT&T and IBM are typically identifying people some years before the CEO is expected to retire… And they typically rotate these people among jobs at the top level… They rotate these people into the different roles at the top…
· You would see how those people cope with challenges and how they deal with these different issues…

· Often then the board will select one person and they will bring them up to the board and they will give them roles as Vice Chairmen….

· If all three are wonderful people it will be incredibly important to retain those people…

· Jack Welch – I recently had an opportunity to interview the 3 people who were given the opportunities to trial for the head of 

· Three people who were in line to succeed were world class scientists – high quality… Engineering people… 

· The last guy was as Vice Chairman and President of the Operations…

· He said I think we need a major restructuring of the company… 

· … but you don’t make those decisions by himself – he had the backing of the board to make his decisions….

Business Growth

· 80/20 rule – Pareto…
· In an economic downturn for the growth – what should you do with the 80% customers that are contributing only 20% of your sales…

· Decisions depend on your industry type, your company culture, your type of business
· What pharma companies have done is take some people that they were going to downsize and then take up an account that is not so profitable… and then perhaps see what they can do – maybe set up an external organisation…

· These accounts are often ignored and are often left alone…

· Sometimes you can take these accounts and turn them into revenue producing accounts…

· How do you work in an innovative manner to increase the utility of the smaller component of your market….

· Many trillions of dollars are sitting on the sidelines, waiting for the markets to stabilise…

· In America there is a famous bank robber, Willie Sutton, who was asked “Why do you rob banks?” and he said “Well, that’s where the money is!”

· People are hoarding money in America because they are worried that they might run out of money before they die…
· Those people who are hoarding are not maximising the opportunities to get returns on that money…

· That is a rich market that people can address….

· Historically, recessions have been excellent times to start new businesses…

· In many countries, the big big companies have been started in recession…
· Having said that, many of those started in recessions have crashed and burned…
· There are a lot of reasons to be optimistic in a recession…
· This is not a bad time for a company to start up when there are so many companies going bankrupt simply because of poor management!
· McKinsey recently did a survey of CEOs and board of directors…
· Do you feel that you board has responded rapidly enough – was it adequate?
· The majority said – we have been slow in responding and we’re not sure what we should be doing to address this…
· There are lots of consultants who will leap onto that and will tell them how to react…
· CEOs have said that they think they are being punished by reacting too slowly…
· There may be some senior management roles coming up in the next year or two…
· Corporate Governance Boards or directors…
· Board of directors should definitely avoid micromanagement…
· The board should be thinking about high level strategic things…
· The New CEO usually says “Hi, I have arrived – I don’t need a lot of advice and I certainly don’t want a lot of interference…”
· It’s not a nasty discussion – the board were saying – help us identify how we can help you…
· The new CEO is unlikely to want to take this feedback and support…
· The CEO knows and learns which board members they can ask and trust to give them information about what they need to know…
· It’s best that they operate slightly at arms distance but as a team…
· There is an entire art about the way that boards and CEOs relate to one another…
Mergers and Acquisitions
· Step 1 is to ask yourself why you want to buy something….

· Often times CEOs like to buy up areas so that if one market goes down, the others can keep you going….

· Then the consultants all changed their ideas and recommended people start focusing on the Core…

· GE managed the company very well throughout these business philosophies…

· Jack Welch said – I will give you this much time and this much money to become number 1 or 2 in the market and if you don’t do it, either your successor will or we divest…

· Now the metrics can to some extent play with this sort of thing, but…
· Welch wouldn’t allow it…

· It is generally a bad idea to give people a mandate to do wtf they like…

· Have a good idea why you want to acquire something…
· We’ve explored a number of reasons why people will be experiencing more acquisitions…
· In acquisition mode, companies would make a list of companies they would like to acquire…
· Sometimes you have to go down to target companies 6 or 7 because you can’t buy the others…
· In that case, you should really think about your acquisition strategies…
· If you are using product development pipelines and profitability as metrics, it’s generally a good idea not to make those purchases, because you will probably end up buying problems…
· Every few years, AT&T would need to be broken up because they would get too big…
· AT&T had been sued for being too big… and AT&T were contesting it in court…
· Gov wanted to install rockets across the US… so they checked which private company would be big/good enough to do this – AT&T was the only one…
· AT&T said that they would like to do it, but they were in the middle of this anti-trust case… so Truman got the justice department to drop the suit and so they got the contract…
· France has identified 20 champion industries that they want as big as possible to be internationally competitive
· AT&T wanted to buy a computer company, because there would be a convergence of telecommunications and computers…. (Conventional wisdom)
· There were 3 or 4 companies they wanted…

· IBM too big, others didn’t want to be bought…

· In the end they came to NCR…

· NCR did not want to be acquired… so they decided to make their first hostile takeover…

· “Deals from Hell” – is a good book to buy to describe MnAs…

· They got their interpretation of acquisition of NCR wrong in a number of respects…

· People offer a premium over the market price of the shares – and the moment you get over 50% of the shares, you own the company as a subsidiary… Eventually, they bought 100% of the shares…

· The board tends to recommend to shareholders whether or not they accept the offer…

· Normally they will make a press release that they think it’s a fair offer for the company or that it’s a bad offer, so…
· Once you own above a certain percentage of the shares, there may be some people who are stubborn and don’t want to sell their stock…

· If you own above this percentage of stock, then if the commission says that it is a fair value for the stock, then you can purchase all the shares…

· The social balance there is that it makes it easier to run a business when you don’t have a number of shareholders who are trying to block your moves…

· France have put in place a sovereign wealth fund to block foreign ownership of French companies…

· Countries rich in natural resources are sometimes don’t want the resource wealth of the nation to be owned by other organisation…

· … in his opinion, these protectionist barriers are typically not in the interests of their citizens

· If the acquisition is publicly traded then you can take a look at the financial reports, you can sometimes take info on the quality/market price of the market trackers…
· Reasons for one publicly traded company to buy another publicly traded company are:-

· You can look at possible synergies

· You can look at possible cost savings, economies of scale…

· Perhaps you can bring it to a more profitable state…

· It’s quite like buying a house – do you want to buy a house that you need to do up and put a lot of time and money into? Or do you want to buy the perfect house for you that you can just move into?

· If you want to buy a company or a division of the company…

· You usually have to talk to the brokers of the company…

· And some brokers would visit me from time to time…

· And they would come around and ask if you have any part of your business that you want to sell…

· Most countries there are buyers and sellers…

· You might be members of the same rotary club or something…

· We’re looking to expand – but I don’t want to compete with you – we’re good friends... so instead how would you feel about an acquisition of the division…

· They might say – Well, that’s interesting, because I’ve been thinking about buying your company…

· Most countries have laws where you have to write an MOU ( memo of understanding…

· Where you say that you’ve been having discussions about different lose comments as possible, so that you can make sure that you can adequately do Due Diligence!

· It’s very important that this be kept very confidential
· Employees

· Competitors

· Customers

· What you don’t want to do is have anyone from the company looking at what might happen to the stock price and buying or selling stock to make massive profits… You could potentially make a futures or derivative purchases…

· When AT&T bought NCR there were 2 guys who had their family members buy stock on insider information…

· SEC have sophisticated programs to recognise people trading on insider information…

· You’re allowed to go into this conference room and lock the door…

· You bring in all this “dirty linen” into the bad news things into the conference room…

· What are the deals with which people are going to work over the decisions…

· You’re haggling now over the price of the company…

· …but you want it to happen…

· You need an inventory of everything that is in the company…

· You’ll want to bring everything into the company…

· You deserve the opportunity to look at the problems that he is facing…

· So the team you pick for this needs to be very good…

· You’re looking for problems…

· A great attorney, a great accountant, etc…

· Then those of you who see the papers get together and you see how much of a difference these problems make to the price…

· Discussions over Headline price and terms and conditions…

· T&C may include whatever you want…

· You might ask if you can pay it over 3 years… and you might argue that personal taxes will be much lower if its done over 3 years…

· If a problem occurs you can write into the contract that if you don’t provide all the information, that all the things that weren’t raised can lead to a return of the value of the sale…
· You can also determine the ways that things will be delivered to the employees and shareholders, because otherwise people can damage the value of what you’re buying…

· Then you move into the acquisition time…

· Cemex and La Farge – good case studies in HBR

· Cisco and Big Pharma biotech arena…
· Bruce did some research and did want to go to Germany

· Ray went over to Germany

· Principles

· I never tried to cheat anybody

· Never tried to mislead anybody

· He had a chat with the best tax person he had access to…

· He wanted to build value into the deal from a tax perspective…

· Very tax advantageous to move to New Jersey…

· Don’t let it fall off the table, because you really want to bring this to closure…

· He was asked to prepare a script for the liaison in the other company to design a presentation to the chairman to offer him an option to sell… ;)

· He got closely involved in the process of helping them make the deal…

· That was based on the way he helped him throughout the process through giving him trust throughout the process…

· You need to be willing to think about innovative ways to keep the deal going until deals close…

· There was a fairly sizeable acquisition that had come to them through their acquisition of NCR…

· It had some good proprietary software working with autos…

· Each of them negotiated hard….
· He made it clear that he had got the board of Director’s approval on the basis of the headline price, but he was willing to make negotiations on the Terms and Conditions…

· He had (by this point) drawn up the papers, and everyone felt that it was all decided…

· They both showed up with the teams….

· They turned up and asked to speak to him and the number 2…

· He asked for a $3m reduction in the price…

· He asked – is that all you wanted to talk about?

· He shook hands and told him – I wish you the very best of luck – and took his team and they walked out…

· People from the other team tried to stop them, but he said no…

· He then went back to the other 2 teams and said that the first deal had fallen through and the talks broke down…

· He didn’t want people to think that anyone had discovered a dirty little secret…

· The discussions were difficult because the number 2 buyer was going to find it hard to find the finances

· They wanted to pay for the company on the basis of the profits over the next few years…
· Financial statements are too susceptible to manipulation

· A few weeks later the other guy called up and said – “weren’t we awful silly to let this offer fall through?”

· He said “We’re in some fairly forward talks with this other company, so you’re going to have to come in with a better offer”

· … but he came back to the other company and said that he wanted to treat them fairly, but that they had the situation where they didn’t have the money to make the purchase…
· So he then went back to the initial company and made them pay an extra $3-5m for the purchase over and above the first option…

· A few years later – Bruce randomly met up with the guy…

· He said this was the inside story…

· They made the deal, got back and the new Vice President said ( You guys don’t know how to do this – you go in at the end and you have to hit them with a price decrease at the last minute…. The negotiators told him it would go bad, but he didn’t believe them…

· The President came in and said ( Do I have this right? These guys had managed the deal, you told them to go in, ask for a price reduction and then you lost the deal, you had to come back and pay an extra $5m to get back in! He was fired straight away…
Cemek vs Lafarge
What do we need to change in our business model?

What kinds of things do we need to change in our business model…?

How do we sustain and improve our business model?

If we want to expand and move into some adjacent spaces?

What will this do to our investment line and our completion line...?

Lafarge will want to know – what can we buy that’s big…?

“Zimbrano’s” is what can we buy that will make us more profitable?

The Cemek case makes the case that cement firms are local…

Lafarge moves into the wallboard market…
What’s your opinion of Concrete being a local business?

With buildings getting taller and taller, the requirements are changing (you need better cement)…

So we developed a seagoing fleet of barges…

That way they could pull up somewhere that they have access to a different area…

There are different overarching goals for the different enterprises…

Enron
· Auditors at Enron compromised

· Enron – there was a whistleblower

· They had off balance sheet people…

· The board of Enron had executive directors…

· The non-executive directors and the independent directors…

· There were conflicts of interest…

· The Chairman of the Audit Committee was a professor of accounting…

· Depending on insider information?

· The rules are that if you have an SPE – unless you own over 51% of an organisation, you don’t have to declare it…
· Now it is the case that if you have control then you must consolidate….

· Bruce’s insights on Enron
· It was Bruce’s brother who came up with trading in gas and oil futures…

· … He applied that to things that you cannot warehouse…

· Enron adopted this model…

· If you are an electric distribution company, you look over the horizon to see the assured supply of electricity out 6 months into the future…

· So you go to the electricity suppliers and you ask for an assured supply of service at some point in the future – and you have the supply cheaper and less risky… and they have the premium on the total price electricity because of the reduced risk…

· Ken Leigh was the first guy at Enron to take on this business model…

· The other thing that you can do is go out and find someone who will provide an emergency backup supply in case something happens to my primary supplier…

· “Buying options in the future market”

· These people worked with the Arthur Anderson engagement business partner…

· The engagement partner whose principal engagement was to be written back at headquarters….

· Ken Leigh called up Arthur Anderson and said we’re your biggest company and we want you to stop checking out what you’re doing…
· What he should have said “I review everything that my committee sends back to you and I have been doing so for a long time… Why don’t you tell me what you don’t like about them?

· “Don’t give me all this muckety muck stuff, I don’t want you giving me all this CFO crap – I just want it to stop happening!”

· “Ok – if that is what you do, we will put out a press release in 30 minutes that will say that we have resigned from the engagement”

· This would set off a load of alarm bells ringing at SEC…

· … so you would have to make sure that all your people are aware that they are not allowed to speak to anyone…

· It’s important that none of your people say anything that can get you sued by Enron!

· All of these things were happening in US – Arthur Anderson and Enron both had HQs in US, so the US attorneys and US law were most important…

· You have to protect your position in the market…
· If your staff were doing their job properly, they would have been keeping people aware of the fact that things were going back to the main client, and the issues of them getting frustrated and that there are issues going on…

· The resignation of an auditor is a highly significant event….
· If he turns around and he changes his mind to say it’s ok… Then you turn around and say – I’ll keep the press release in the drawer, but I think that it’s important that you and I and your board and a few of our key people meet up… Do you want to arrange that or should I?

· The counter offer should be really worrying him – it’s putting him in a box…

· If someone is threatening you in an unprofessional way, think about the counter powers that you have available to you….

· It’s important not to delay the decision…

· It’s best not to just keep it as a threat…

· It’s possible that Enron would eventually find someone else to replace you – and they will eventually fire you… and that would damage the company…

· Over time, Ken Leigh has demonstrated that he is not a very nice guy, so it’s best not to give him time to manufacture info on you…
· Whistle blowing tends to be a bad thing for the person who blows the whistle…

· She had done everything she should have done internally…

· She brought it up with all the people internally – she spoke to the people at the top and told them what was happening… She told them the massive issues that they might have to experience…

· She never had anyone come back to her on the issue…
· The employee benefits in the pension funds were in Enron stock… and they were not able to take the money out…

· So they would meet with the employees – and they would say – “This is the best investment that you can make and it will keep on growing for the next century”…

· There are no laws about how to protect the jobs of whistle blowers without risking personal reputation and their futures and their family’s future…

· So he set up infrastructure with a hotline in place so that you could leave a message and not leave a name – you could leave clues on there that auditors might want to pursue…

· You could leave your name if people wanted… If not – we would guarantee that you wouldn’t be found if you didn’t want to…

· They found a few people from time to time who were not “behaving” well…

· Someone who would buy real estate and sell it at a profit through relationships with the organisation…

· He would always say – I want you to go out of your way to make sure that no one knows that the whistle blowing happened from within the organisation…
· Guaranteed anonymity…

· They went out of their way to ensure anonymity…

· There were some auditors who did not like that…

· Arthur Anderson did not kick him out…

· Ken Leigh asked him to remove one guy who was a “pain in the ass” on the board…

· They moved the decision rights outside of the center….

· That meant that things could get really messed up…

· In the end Ken Leigh was arrested and it all went bad…

· Sarbanes Oxley says that it is no longer an excuse to not know about what is happening in your company… You have a fiduciary duty to ensure…

· Timely, accurate and reliable

· These sorts of decisions tend to end up with the end of the company…
· Companies coming to an end…
· There are ways and methods to protect whistleblowers…
· Control and design structures…
· Make sure you retain your anonymity…
2 Page - Outline of your individual presentation in your team presentation on Friday…
· Hand to Bruce before your Friday presentations

· Send in ecopy to rbbarr4@aol.com – Tag the Subject with Irish Team – Individual Assignment
· Provide the logic chain to the conclusions…

· Explain how you did your analysis and how you came to your assessments…

2 Page – Executive Summary

· This gives the overview of what we are going to tell you…

· It tells you what we are have told you…

· You might save these specific recommendations until the end…

5-6 page report from each person – due on Tuesday!!!!!
Requirements for Group Presentations 

1. 2 Pages of individual presentation summary
· Hardcopy to be submitted before the presentation on Friday
· Softcopy to be sent to rbbarr4@aol.com by Friday evening
· Format for the softcopy document name: “xxx TEAM, Individual Presentation”
2. 5-6 pages of report on group dynamics from each person to be submitted by 14.04.2009
· Format for the softcopy document name: “xxx TEAM DYNAMICS”
· Describe the dynamics in your team i.e. 
· Leadership initiatives and how the team responded

· Conflicts how they arose, how the team responded
· Experiments with alternative behaviours and how the team members responded

· What Experiments with alternative behaviours did you try and how did the team members respond?
· What lessons did you learn about yourself?

· What things if any do you want to change about yourself? 

· Often some members want to do less working with others or miss important meetings. How did the team address those issues?
Read Sarbanes Oxley materials
· Take a look at what the CEO has to sign…
· Have a think about what structures they need in place in order to be able to adequately and happily sign the documents….

· Bruce was interested to see which companies delisted because of the SOX legislation…

· Did they all know about internal issues?

· In the long run, I think it had a positive effect

· Saxbanes Oxley is a lot of work…

· It seriously detracts from building your small business… There is a heavy cost on small businesses

· There should be a “lean Sarbanes Oxley” for small businesses due to the costs incurred by small businesses wanting to be competitive…

· When you buy a subsidiary in Nigeria, it means that you need to make that company SOX compliant….

· If you build your company from day 1 SOX compliant it means that you will be a much better target for acquisition…

· If you are already SOX compliant and you want to sell your company you can demand a premium rate for doing it…

· It will probably be improved at some point, but at the moment, it all seems pretty sensible…

· Test programs testing that your test programs for safety…
· Internal Auditors
· A, T, & R Financial Reports…
· Safety of Assets
· Intellectual Property
· Compliance of Laws & Regulations

· Efficient & Effective Utilisation of assets

· Internal controls designed to ensure accomplishment of goals and objectives
· Important thing about Internal Auditors

· At Bell Labs…

· When the ideas fall out of the developer’s heads and onto the shop floor, I’m not sure that they are coming up with the best quality tools coming from the situation 

· If you were always getting all the contracts, you would be considered to be running a good factory…

· That would lead to a continued decline…

· So a couple of people wanted him to get involved at the highest level…

· We’ve read the report – we’ve decided that we need to do a lot of major restructuring…

· They were planning a restructuring of the entire manufacturing process…
· As I recall within 3 or 4 months, everyone got offered a promotion within the area…

· Virtually everyone of them got an early promotion…

· Hostile acquisition ( AT&T acquisition ( bought the company ( did not want to be acquired…
· Usually the best pay offs come from BPR…
One of the things that helped us as an internal auditor…
· Initially reporting to the internal auditor…

· This is really helpful… This is really innovative

· We would like to strengthen the auditor role… So he had 3 direct reports…

· First was CFO – “An Idea Guy” – 10 ideas a day seem to be brilliant….

· 8 of which are stupid, 2 of them might be worth thinking about…

· He had the latitude to have a chat about whichever initiative he wanted to…

· The next Direct Report was the Chairman…

· They would sit down and have a chat…

· Sometimes they would just sit down and have a chat about what keeps him awake at night…

· Easy going incisive questions and dialogue…

· The 3rd Direct Report was another high level role

· He would ask Bruce to pop around and have a chat…

· What’s happening in the industry?

· What’s happening in Moscow that might affect us?

· Who do you think might be building their competition to cause us problems in the future?

· The 3 reporting relationships that he had with each of the direct reports…

· He never advertised that he had these strong relationships with the direct reports, because he was aware that it could lead to people feeling a bit different about discussing things with him, because it “might get back to the chairman”…

· Annual risk assessment from school…
C16 – Client ( Consultant Issues
· The engagement is for the wrong problem

· It is always a good idea to spend time to interview the client and find out important information…

· “Suppose we identify or uncover some violations of laws or regulations, what do you want me to do about that?”

· It often tells you a lot about the culture…

· Suppose you find that the client is doing something illegal… What would you do in that case?

· In the case of uncovering issues, report it to the Chairman of the audit committee ( you go to them and tell them about the issues that you have uncovered…
· You have to tell them about the issues… but if they don’t do anything about it, your only option is to really say – ok, if you don’t do something about this, I will have to resign this engagement….

· As a consultant you need to stand up to due diligence in acquisition…

· What do you do if you don’t find the problem….?

· Some consultants would just take the list of general solutions from off the shelf, they would just change all the names and then offer it up to the client and then bill them…

· Other consultants would go and ask the clients “what sorts of things lead you to think that there is a problem?”

· Sometimes – if it’s a difficult situation, sometimes he would go and have coffee with the boss of the person who has asked for an engagement…

· When possible he would like to work with the senior people in the area…

· If a client doesn’t want him to take a look at a certain area, alarm bells start to ring…

· He’d then go to the boss ( how are you finding things? Oh, there’s something I’d like your advice on – there seem to be some people who are a little bit perturbed about us looking at this area – would you like us to take a look at it? Or not?

· You have the wrong client for the problem
· The root cause is in the client ( it’s a process problem, and you need to work with them…

· You could use some of the tools

· “One of our methodologies is to look for the symptoms and root causes, and the symptoms you are experiencing seem to be caused by the root causes on the floor below”…

· When the client is the problem…?

· Sometimes the client is the problem…

· Sometimes he’s been doing some research on a particular corporate government people… I would very much like to have a chat with the CEO…

· You made a contact with someone outside of the client situation…

· If the CEO is a problem…

· You need to say – one of the policy documents you gave out had an unintended consequence that you might not have thought about…

· Ethical Issues

· Failed Initiatives

· What happens when you recommend an initiative and it falls on the floor, crashes and burns…

· Offer to re-look at what has happened…

· You are generally better to offer an extended couple of days work rather than a refund…

· It’s important to cross-verify data if it is central your argument…

· Sometimes the client may not agree with the ideas – triple cross verify it…
· Conflicts of Interest
· Normally you should ask the client if they are aware of any conflicts of interest that you should be aware of…

· Divestitures…

· It’s often very difficult when you’re trying to get the CEO to try to divest part of the business… particularly if they are the founder…

· You can only really tell people that if you are not aggressively working to increase investor returns, you might well get removed…

· Make a market…

· Finding buyers for the market…

· Formulation and implementation
· Strategic failures…

· Giving the proposal without proprietary information…

· There are challenges with developing a new framework…

· Then once we’ve written the framework you can then tailor your tool to the client…

· Never underestimate the people within the client organisation

· Never overestimate people in the client organisation…

· If you want to market yourself then it is worth telling people the tools that you think people will want in the future…
· If you start out with an abrasive relationship with your client, then if you can, you should try changing the client facing personality…

· One day, you will have to decide what you want to do without anything to do…

· Information Technology

· CIO/CTO – offset…

· In modern management stuff…

· CTO in general terms is the person who is the techie…

· The Technologist…

· Programmers, system designers, etc…

· CIO – Chief Information Officer
· Bridging the gap between the technology people and the strategists…

· CIO should be in the senior management team…

· Should develop close relationships with the other board members…

· Talking to the Chief Marketing Officer…

· Chats should go – what are your people doing that you don’t want them to? What are your people not doing that you want them to? What are the next strategies that you are going to come up with so that I can prepare for in the future…?

· How can I help you? What have you heard about?

· What sorts of tools would you like to be using and I’ll see what we can do?

· What sort of SSCAs do you want in place? What sort of SSCAs do you want in place in 3 years from now…?

· If you want me to come into the meeting with your people we can talk to you and share it with people to open your mind?

· People might think that you are a bit limited in your perspective due to your position as you are techie…

· Collect all this information and discuss with the CTO to select priorities…

· Alum society

· You want to make sure that your people “continue to love you” because a fair number of them will become CFOs, CTOs, etc, etc…

· They are there to try to offer a bit of help…

· Just to try to offer a bit of an opportunity where you might be prospecting for work…

· And when it comes to be the time when you’ve been treated well, perhaps if you’re back in the position we’ll do what we can to look after you – and we’ll try to keep you going and then if we see a job opening that would be good for you – you might well be recommended to take a job in that role…
· And then you’ll quite likely be pleased to engage us as consultants in the future…

· Sarbanes Oxley – Do you do the books in a Sox compliant way?

· The CEO has to sign the financial statements and is legally responsible for them – that’s why people got worried…

· The CEO can no longer use it as a defence…

C-17 – How do you deal with mistakes….?

· You need to make sure that the company is aware that you don’t destroy data…
· It’s important to make sure that you save everything if you are under anti-trust…

· Watching the fellow come in emptying the waste baskets…

· New CEO changed the emphasis…

· Lafarge – changed the ethos and the mindset…

· Changed the design of the partners…

· They changed the needs

· They changed the incentive structures…

· The McKinsey Article – the article is worth reading…

· The partner and CEO are worth seeing each other…

· The CEO has been seeing things…

· The partner has seen things about issues….

· A comfortable conversation – an after dinner drink…

· And the consultants would say – I think we can help you with that…

· The consultants would then just develop a contract…

· Client relationships are very valuable, so we don’t like to talk about them…

· It’s worth being the one who tells the client in advance that there may be a problem…
· Can I buy you a cup of coffee?
· Resolve the issues – try to be the diplomat…

· If they were still frustrated… he would rearrange the cups on the coffee table…

· He’d say – ok – look what I’m trying to do is help you out with this… (read - I’m trying to save your job)

· My partner has already spoken to your CEO…

· Do not try a power play… It’s never a good plan….

· You can wind people up so that they want to get back at you…

· I will help you with these things ( “I trust you won’t bill me for that”…
· You need to put standard boilerplate stuff for the change management requests…

· The processes for change requests need to be very well defined…

· “If the client requests additional work, or change in work that has been done or is about to be done and it is estimated that the cost of that work will cost more than X, then this may require a material change in the contract and the costs”…

· For a formal change request it needs to be approved from someone in the decision making chain…

· I understand the challenges you’re facing… Let’s try to see if there is any help in the change management clause to see if that will help us in a way that works well for both of us….

· Negotiating power is on your side of the table….

· It is always best to look for a win-win solution rather than a 0 sum game…

· I don’t remember an example where it is impossible to come to some sort of agreement…

· It is always worth over preparing for a negotiation…

· They often get a team together and try a “what if” scenarios….

· Well – perhaps you ought to consider this?

· Just use your imagination….

· I don’t want to go to war over this…

· I think you’ve got this problem over here that your CEO is worried about…

· You don’t want to be in a difficult position in your negotiating table…

· I understand that you want to disengage from this thing…

· You’ve got two people on your payroll on this thing – perhaps I can pull them in…

· What can I develop in an innovative way that I can help them…?
· This way we can help you and it would work out the best way for both of us…

· Zimbrano at Cemeks rebuilt everything and their overarching goals to build everything…

· By redefining the overarching goal, you need groups of partners to rethink these things a lot….

· A consultant firm recommended to a firm – that the client had too many consultants doing too many things… and costing too much money

· We can help you identify those lower priority consulting contracts…

· … what will happen is that you will mobilise the competition to “go to war with you”…
· Unintended consequences…

· The collegiate atmosphere would suddenly evaporate – you don’t want to poison the well…

· Think about “Making Decisions”…

· The “different approaches of using cases as a learning method”…

· In European textbooks…

· A typical management textbook will use a “case” to map it onto the theoretical underpinning…

· At Harvard, Stanford, etc… You’re asked to take a lot of information and it says – you are the Marketing Director – you have decisions to make…

· A good professor would ask you – what would you do?

· And ask you whether you would generally do the same sort of thing…

· A huge core dump on tools, techniques, etc…

· Rationale to meet somebody in the organisation somewhere above – if he could – you should always make a courtesy call to members of the board…
· It’s a difficult issue – you need to think about the script…

C-18 McKinsey – Swissair
· They brought in “Super Mario” to replace the entire board…

· McKinsey recommended potential purchases…

· What was your opinion of the recommendations…?

· They were recommending purchases of smaller competitors…

· Bruce speculation…
· McKinsey had sold them on the concept of a consortium…

· It’s a good idea to become like those big successful guys…

· Swissair should have said – hold on a second…!

· The companies they wanted to buy were not available or were too expensive…

· So instead they bought other bits and pieces…

· They bought what they could – the things that were available…

· Swiss hierarchies need a LOT of approvals…

· How come no one noticed that the model was getting changed as it was being implemented…?

· Corporate Governance as it was set up in Switzerland was probably at fault…

· It’s very dangerous in Switzerland to question the central players…

· Groupthink…

· For many years, it was the custom in Switzerland where you could take money out of the reserve in order to smooth your profits…
· We don’t like to make our stock holders too nervous…

· So we have a social responsibility to “profit smooth”….

· It is worth being aware that there is a big difference in the world that should be and the world that is 

· There is always a “good deal of management judgement” in the valuations of the inventories…

· Unused and unusable stuff… Often stays on the balance sheet… because the profit levels had never been high enough to make it worthwhile…
· Guidance from the Partner – a good accounting firm would have some tools to raise the alarm…
· The new CEO was a Strategic Planning Proposal…

· He had a very common Swiss style of management….

· He changed the walls so that you couldn’t see the chairman in there…

· He would only talk to his 3 direct reports…

· Very strong hierarchies – that is just the Swiss way…

· Air Malta…
· The guy from Swissair was trying to replicate the (failed) model in AirMalta…

· Interesting…

C-19 – Consulting for Start-ups and Small Businesses
· Small businesses account for 80% of all jobs created…..

· US and UK startups…

· The failure rate in the UK is about 70% (the first couple of years)

· The success rate in the US is about 70% (the first couple of years)

· There is a much stronger infrastructure to support businesses to help small businesses

· Ernst and Young – if you can’t afford them, will do pro-bono so that you might join them in the future…

· The UK does not really have a strong structure to support startups…

· In the US – they do…

· You can take a piece of paper to the bank… so that you can get guarantees from the Small Business Administration to get you some loans…

· The banks are also there to support you…

· Entrepreneurs are generally viewed as good people…

· In year 5/6/7… the failure rates tend to converge within both UK/US…

· Entrepreneurs – the growth of these startups is their lives…

· They don’t know about how to delegate – how to do the sorts of things that people learn how to do on an MBA…

· They make common mistakes…

· Often they run out of money…

· They borrow too much money

· They can’t service debts – so they go down…
· Often times, they just cover their eyes…

· Suddenly – you need to give debtors money 

· If you are providing excellent service – top quality products – the banks will want you to stay alive…

· If you are a good, honest supplier, banks and customers really want you to stay in business…

· People will sometimes go out of their way to convince the SBA to support you…

· Strategic planning….

· Small businesses often have problems understanding competitive advantage…

· They haven’t had the training….

· SCORE – organisation of volunteer retired business executives…

· If you want some advice on your failing business model… you can call them for free…

· If you make a good impression on a retired executive – they might be able to lead you to some contacts who might be able to use your company as a supplier…

· That retired executive might ring up a friend/former colleague…

· The retired exec maybe was in the financial banking industry….

· The executive might be able to help you find a way to bring some money into the startup business…

· I think this is a good person to bring in to the organisation….

· Consultants advising people how to bring people into consulting…
· A woman who was running a business with her people…

· She was running hard with her people – she was running hard – and she was asking for some advice…

· There are some people checking what they do and how they do it…

· She said I’m worn to a frazzle…

· He interviewed her at some length…

· “Do you feel comfortable delegating?”

· She said “I can’t delegate – I’m the only one who knows how to do things the way I can do it…”

· He said “Have you tried?”

· She said “Well, yes, but they haven’t tried very hard…”

· Rearrange these in terms of priority…?

· These things are all important…

· Ok – which of these tasks, if they are not done best will kill your business…?

· Nice lady, but a control freak!

· In my experience, it’s probably time or past time for you to hire a general manager…

· Tell me the things you would like to spend more time on…?

· When you are consulting for a startup?

· Be patient, try various approaches… Never lose your temper…

· In order to convince someone to change – they have to believe in the change…!

· Tell me what – you would want that assistant to be able to do…

· I think you need to hire an assistant…

· These are things that you need to watch for…

· These are things that you don’t want to hire people with…

· Don’t hire your family or your best friend…

· The final recommendation was to work over the issues….

· It is important to treat the person with respect…

· Don’t try to get the least valuable person out there…

· If you’re trying to grow your company then it’s 

· “Suppose we are incredibly successful and you start getting 25 calls a day? How are you going to deal with that? How are you going to deal with success?”

· Talking to a guy who headed up a subsidiary on Tokyo…

· I do a lot of “windshield planning”….
· Strategic plan was quite inadequate for the size of business that he had…

· You need to have a plan and financing and preparation for the business…

· Customer relationships…

· You need to worry about the quality of other people…

· You often have to have someone between you and your customer….

· The US administration is going to raise taxes on small businesses which could reduce the number of new jobs that can be created…

· Venture Capital….

· If you have an idea, but you don’t have any customers yet…

· But you need some capital to buy some equipment…

· You want to have a business case…

· (Moneyhunt.com)

· Reconfigure that for your business plan…

· You need good notes on your business plans…

· Venture Capitalists will generally want 55% of a startup business…

· If a VC is funding 10 businesses, he assumes that 9 or the 10 of the businesses will crash…
· The 1 in 10 will be a spectacular success…

· 15-20seconds will have been how long it takes for the VC to make up their mind…

· Giving the presentation – the first 15 or 20 seconds is the make or break…

· If you have an idea or a piece of software that you want to show that you want to show…

· If you have something that you can offer, the VC will go with about 40% of your business…

· A good VC can be a good help because they can try to help and work as a good advisor…

· If you have an idea, a working model, software and 1 or more customers… and you have happy customers, the VC can only claim about 15-20% of the business…

· If you’ve got big contracts, then you should only consider VCs only as a last resort… (second only to borrowing from family and friends)

· Get the best attorney that you can afford…

· Listen carefully to the advice of the attorney…

· Make sure you write into the contract when the VC can sell their part of the business…

· Your interest is to make your business as profitable as possible before you float your stock… in an IPO…

· There is a trough in your earnings just after you release….

· You are in competition with your VC to get money out of the market in terms of when you sell your stock…

· That’s why you have to limit when they can sell their stock…

· Hiring a professional manager…

· Prudential 

· The chairman of the Pru needed to process the contributions from each of the people working in the organisation…
· They didn’t have the talent to build the software in house…
· So a small entrepreneur was building the software for the company…
· Pru said that they wanted to deal with someone who would hire somebody with some silver hair for some battle scars….
· They wanted Bruce to be the Chairman…
· But he didn’t want to take over the role at that level…
· Instead he wanted to consult for them…
· VCs want to specialise in areas that they know well…
· If you identify the best and most well known people to go for…
· It’s best to check for information with the SBA…
· The member of the VC is likely to make their decision within the first 30 seconds…
· If I was so successful at that stage – and I could put VCs into competition with one another…
· I might ask for copies of standard contracts…
· And I would ask for information on previous people that you’ve supported in the past….
· It’s generally good if you hear that the VC has been really supportive and helpful when you needed their help…
· In the UK if you fail, you will never get the money the next time round…
· In the US if you fail, they would prefer to speak to people about the 3 lessons learned through failures…
· If you say from your experience – from the first, I learned… x, from the second, I learned… x…
· It’s all about lessons learned – and if you took the lessons in Entrepreneurship you’ve had experience in the MBA of entrepreneurship…
· If you hire an attorney, you can mitigate risks….
· An “angel investor” will invest money for philanthropic reasons…
· Setting up a foundation – applying to the foundation to support the branch of research…
· You might have to go and 
· If you want another MBA equivalent… go to www.berkshirehathaway.com  
· Each year he writes a letter to shareholders…

· Go to his website and check out the letters to shareholders…

· It is a remarkable education…

· You can learn a fantastic amount from him…

· Refreshingly Candid…
· “I do not want as shareholders any damn fools that feel that instead of 1 share of stock worth 100 dollars, they would prefer 2 shares of stocks worth 50 dollars…”

· Money Hunt – it is worth downloading the template…

· Go for the Money Hunt – it is worth buying the book…

· Buy from Amazon…

· Someone who isn’t looking for a return on investment….
· There are sometimes people out there who help out people making jobs and sorting these things out…

Starting up your own Management Consultancy
· If you want to keep your sales up and your customers happy, it is worth offering some good discounts…

· You will probably start out as the principle provider of services

· But… when planning for success, you will probably be MD… and you will probably bring some difficulties moving from providing services

· Develop a business plan on 3 tracks…

· Build it on a theory of best guess…. Build a middle track…

· Build a business plan based on an expectation of an less effective growth and revenues

· Build a business plan based on an optimistic analysis – maybe even a greater growth than even your best hope…

· If you don’t have some kind of plan for great growth:-

· Capacity issues

· Quality compromised issues

· You will probably be better known, more profitable and have more clients…

· You may have issues offering your customers the quality that you expect

· You may end up growing your staff too quickly, and that can impact your level of training and quality of consultants…

· It may be a difficult thing to sell to small clients…

· You may find it difficult to sell to clients, because entrepreneurs tend to be highly self-confident…

· It’s important to let people know who you are…

· It’s important to keep in communications with people…

· It’s important to build your network…

· If you are building a startup business…

· A lot of the wealthiest people in America are the entrepreneurs who started out their businesses and grow…

· Certain parts of the world are worth focusing on…

· Define for me your “Dream Customer”
· How do you differentiate yourself?
· In the UK contacts are helpful to get people to read you a CV, but you wouldn’t get a job because of that…

· People who are hiring want people who can do the job… not just sit around learning for years…
· When you’re starting up a business work very hard to minimise your fixed costs
· Still wet behind the ears…
· You need to be able to offer the SSCA…
· “We’re entrepreneurs – we need expensive impressive buildings”
· Contacts do not necessarily lead to contracts
· You need to develop your elevator pitch…

· Look for specifics and specific lists…
· Iterative Management Projects
· This relates to everything you do…
· Start with a rough draft of ideas that you have ahead…
· I try to go through it, and go through and develop it…
· You’ve done everything you can for the industry…
· Then what do you do?
· Start your research… assess what your assumptions are…
· Do more and more research and then iterate through the process…
· Reconsider the designs as an iterative process…
· If you are going to start a new business, there are benefits to working in that industry for a while prior to moving into that area and setting up your business… as there is a wealth of practical learning…

· Be flexible and innovative…
· Be aware of the issues of financing… Don’t put up your parents house…

· It is worth publishing…

· I would like to write a series of articles, about x, y, or z…
· If you do this, then you will get more customers…

· Particularly with your 

· Expand on these things with meetings at “local rotary clubs”…

· If you run these things for local business owners, you can get access to a new arena

· New potential clients…

· If you’d like to chat more – then there is a list of business cards at the back…

· It’s always a difficult thing to share the fee schedule…

· A lot of the cost depends on what you need me to do…

· If it’s middle management work, then I’ll benchmark against what a big 4 firm would charge on this…

· If they need high level partner advice, I benchmark my fee to the value of what they need…

· If someone wants something that is high quality, but low cost, you have to let them know that they can look around and see if they can find it cheaply – I suggest you consider whether the consulting product will meet your needs – my personal feeling is that it may not be as good, but it’s your call…
