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3I Program – Hotze Health and Wellness Center

HEADLINE:  Hotze Health and Wellness Center (www.hotzehealth-wellness.com), just outside of Houston, TX, implemented the 3I program we teach in the “Rockefeller Habits” two-day program.  Since last April they’ve received 1166 ideas from their 40+ staff members, helping to drive a 23% increase in business and improved customer service.  A quick overview of the 3I program along with their summary email to me is below.  Attached is a more extensive two-page overview of a successful 3I program.

DETAILS:  Most suggestion programs fail within a few months of implementation.  Yet, a business needs a constant stream of ideas for increasing revenues, reducing costs, and making things easier for their customers and employees.  The 3I program, created by Jimmy Calano, founder of CareerTrack, works in that it provides a structure and rhythm for making this happen on a monthly basis.  In essence, you require each manager to submit 3 ideas each month (Hotze requires it of all staff members).  These are then reviewed at the monthly “learning” meeting we recommend as part of an effective meeting rhythm.  Noted Monica Luedecke, EVP of Hotze, in her follow-up email to me “It is almost frightening to think how good companies could be by implementing this simple, fun, innovative discipline.”  Here’s her original email to me that provides some additional details and modifications they made to the process:

April 15, 2003

Dear Verne,

Greetings from Houston!  With this email, I wanted to thank you and quickly update you regarding the impact of one of your sessions we attended last year in April.

One of the presenters, Jim Calano, discussed the 3 Idea Memo Project which he recommended be incorporated into businesses attending the Gazelles Training Course.  Upon our arrival home, we gathered all of the staff of our 3 businesses, advised them of the program, and added it as a mandatory monthly discipline for all staff members.  We changed the program a bit by adding a fourth objective, essentially, improving guest service.  Additionally, we increased the incentive from $20/idea to $50/idea for the top 10 ideas each month, and to $1000 for the top idea of the year, and $500 for the next top 4 ideas of the year. Since April of 2002, between the 40+ staff members, we have had 1166 ideas turned in, of which a whopping 751 have been implemented, 85 are still being considered, with the balance of the rest of the ideas either tabled or duplicates.

This program is wonderful because it encourages all-out participation in the growth and direction of our businesses by every staff member, not just by the leadership team.  Everyone loves to feel as though they are contributing to the success of an organization, and this program helps to underscore that principle.  Additionally, taking time to think and to brainstorm, which initially seemed like a big chore to some who were not accustomed to that role, has now become second nature.  The other benefits, of course, are that the areas covered by the 3I Memo Project: save money, make money, increase efficiency, and improve guest service, are all covered every month.  This translates to constant improvement in these critical areas. One of the reasons we enjoyed a combined business growth of 23% last year is due to the implementation of the 3I Memo Project.

Thank you for all you do to promote entrepreneurial business growth and development.  We appreciate your diligent and enthusiastic work and have enjoyed applying what we have learned from you and your staff to our businesses.

Warmest regards,

Monica Luedecke

Executive Vice President

Hotze Health & Wellness Center

281.579.3600 ext. 218

Exploring natural solutions to health problems is the focus of the Hotze Health & Wellness Center. Our goal is to enable you to enjoy a better quality of life, naturally, by strengthening your immune system, and increasing your energy level.

ADVISORY BOARD SUGGESTIONS

HEADLINE:  Advisory Board suggestions – 1) get one; 2) avoid group meetings; 3) assign each a specific focus; 4) compensation is customized to each; 5) better than Board of Directors.  Share with me your experiences and I’ll compile and email back to everyone.  Thanks to Mike Maddock, president of Maddock Douglas, an advertising, branding, and marketing firm out of Chicago (www.maddockdouglas.com) for suggesting this topic.

DETAILS:  Mike is forming an advisory board and emailed me last week for suggestions – his email is below which includes some of his thoughts about setting up the board.  Here are my suggestions:

1) Get one – it’s been one of the most valuable things I’ve done for Gazelles and I’ve seen it pay huge dividends for clients that have one.

2) Avoid Group Meetings – many of you may disagree, but I found organizing advisory board meetings to be such a hassle for everyone, enough to make me want to end the process.  And my advisory board doesn’t need more contacts, so meeting each other isn’t worth the headaches of scheduling.  Instead (and several friends with advisory boards have done the same) I work with each advisory board member one-on-one.  I’ll have one of them fly in for a half-day; I’ll meet with another for breakfast; mostly I seek their advice and help via email or the phone.

3) One Favor at a Time – and when I do meet with them, it’s for a specific reason and/or focus.  For example, this year I asked John Cone’ (former head of Dell Learning) to help me nail down the GE, Dell, and Southwest Airlines benchmarking events.  He was just in a few weeks ago and we set the focus for 2004 to have him help us move into the online learning space.  I had breakfast with Boyd Clarke, CEO of the Tom Peters Company, two days ago to get his advice on marketing.  Bill Gladstone, one of the top author agents in the country, is working with me on a potential book deal with Microsoft.   Ted Leonsis, Vice Chairman of AOL and investor in Gazelles, is going to send out a letter to 5000 CEOs on our behalf.  And my longtime advisor, Arthur Lipper, former owner of Venture Magazine, emails me weekly, sending me articles advising me from moving to Malaysia!!!  There’s more, but I’m sure I’ve bored you enough.  But I can tell you that the help I’ve received from my advisory board is considerably greater now then when we met as a group – and it’s a whole lot easier for everyone.

4) Compensation – when I was holding quarterly meetings, I paid my advisors to attend to the meetings.  Today, their “compensation” is tailored to each of them.  I pay John Cone’ a daily fee and expenses for his visits.  Bill Gladstone gets 15% of any publishing deals he does for me.  Boyd Clarke and I exchange favors and help.  Ted Leonsis is an investor and dear friend whom I’m paying back.  Andrew Sherman, my lawyer and close friend, receives some nominal fees each year for legal work.  And Arthur Lipper gets a piece of my wealth when the value of my company exceeds a certain number! 

5) Better than a Board of Directors – especially given the SarbOx regulations.  I originally structured a Board of Directors.  However, after a few formal meetings, I remember Arthur Lipper recommending to the Board that they disband and form an Advisory Board instead – mainly because I was too lose of a cannon and they didn’t want the fiduciary responsibility that comes with being a formal board of directors (I was all full of myself during the boom, boom, years – I know, some of you are thinking that hasn’t changed, but 9/11 humbled me -- some!!!). 

BTW, how do you get a board?  Just ask.  And keep asking.  It took me two years to get John Cone’ to agree to help me.  The key to keeping them is to act on their suggestions.

Again, let me hear your suggestions and best practices and I’ll compile and email back to everyone.  If you don’t have an advisory board, make it a goal for 2004.  Below is Mike’s email:

Verne,

I am about to establish an advisory board. It will be made up of folks I respect who could be, but are not clients. My goal will be to cover finance, operations, sales and marketing with the board members.

The plan is to pick a warm place in late January, fly them in for golf/spa/and a day of their counsel. In your experience is this enough to get people (who like me) to participate? Any ideas on what may make it more worth their while? One thought I had was to bring in a great speaker...or I could just pay them.

Thanks for your counsel.

Mike

ADVISORY BOARD FOLLOW-UP SUGGESTIONS

HEADLINE:  Board of Advisors follow-up.  Several of you wrote back with concrete Board of Advisor examples and stories – they are below.  And Arthur Lipper, former owner of Venture Magazine, grounded because of the fires in San Diego, took the time to write a piece entitled “ SEQ CHAPTER \h \r 1Boards of Directors vs. Boards of Advisors for privately owned companies - Are they necessary or simply a nuisance?”  It’s attached.

BULLET POINTS:  

1) Frank Holt, CEO of Holt Sublimation Printing and Products Co, (fholt@holtsublimation.com – YPOer that manufacturers holiday flags among other things) sent a detailed explanation of his Board of Advisors.

2) Brett Sheldon, CEO of Salvo Real Estate (www.SalvoRealEstate.com), suggests reading “The Board Book” by Susan Shultz.

3) Randy Rollinson, LBL Strategies, Ltd. (www.lblstrategies.com) out of Chicago (whom I’ve known for years) offers a comprehensive service for putting together boards.

4) Michael Mahoney, CEO of Adonix (www.adonix-inc.com), has hired an executive search firm to help him select an advisory board – and he referenced an article in FSB magazine entitled “Playing the Board Game” – here’s the link:

http://www.fortune.com/fortune/smallbusiness/managing/articles/0,15114,360368,00.html
5) Jeff Prouty, Prouty Project (www.proutyproject.com) was adamant that your board meet quarterly. “1+1+1+1 can only equal more than 4 if they meet.”

6) Karen S. Usher, President and CEO of TPO, Inc. (www.tpo-inc.com) credits her advisory board for driving 85% growth in revenue last year and 35% this year – she outlines how she chose them.

DETAILS:  Below are their emails to me in the order listed above:

Verne-
 

One Sunday afternoon, I sat down on my patio to list the 3 mistakes I had made in the last several years.  I determined that I wouldn't have made any of these mistakes had I held myself accountable to a group of experienced businessmen who I respected.  I immediately established a Board of Advisors in May of this year.  My Board:
1. Has a total of 7 members including me.  They include a leading turnaround specialist, an executive search specialist (headhunter), my attorney, my accountant and a very talented and proven entrepreneur.  Why did I choose these types of executives?  In particular, the turnaround guy helps me face and make tough decisions.  The headhunter reminds me of developing my executives to be the best and he's in tune with my strategy so that if I need a new executive, we get started right away on the search.  My attorney is one of the best in the state in working on corporate and tax matters and I leveraged his contacts to build this Board.  Likewise for my accountant.  They all believe in me and they are all willing to help me to stay out of trouble and to succeed. 

2. I pay 3 of the members a quarterly fee as well as a daily meeting fee 

3. I pay 2 of them an hourly fee (my attorney and accountant) 

4. Our meeting rhythm is as follows: 

1. I provide them a written memo of strategic and financial progress monthly 

2. We meet quarterly and this is critical for my executives to be scrutinized and praised in person.  You can set ANYONE's schedule well in advance.  If you can't then they are too busy to help you anyway.  A good advisor will make time for you. 

3. We have an annual planning meeting to review the next year's financial and strategic goals 

 

The strategy is young but it is all ready paying dividends in many ways.  I could go on and on.  I hope this helps.
 

Frank Holt
Chairman / CEO
Holt Sublimation Printing and Products Co


Hello Verne:

I just read your latest email newsletter on Advisory Boards with much interest!  Recently, I began working with a colleague named Cindy Burrell to help privately held companies put together Strategic and Synergistic Advisory Boards.  We agree completely with you that a thoughtfully composed Advisory Board is "Better than a Board of Directors".  

 

* Good for the Advisors--because there is no fiduciary or management authority

* Good for the CEO--select people with specific expertise that will accelerate and advance the company's plans and goals

 

What do we do?  
 

* Evaluate the company's strategic goals and recommend 6-8 areas of expertise for the Advisory Board

* Assist the CEO in recruiting people "out of their comfort zone"; do not immediately think of people who are already giving paid counsel (lawyer, accountant, banker); think of others who will help the CEO stretch and achieve strategic goals

Our Backgrounds:

* I have over 20 years of strategic planning and board development experience.  I have worked with approximately 2500 organizations in helping them focus, make better decisions and grow.  
* Cindy Burrell has more than 20 years of executive search experience, including Board Director searches and consulting with entrepreneurial companies to form Advisory Boards.
Randy Rollinson
LBL Strategies, Ltd.
 www.lblstrategies.com 

Verne,

"Advisory Boards" is a timely topic for Adonix.  We are forming one now and I'm excited.  I've retained an executive search professional who is very well connected and experienced with boards.  He's doing this as a loss leader for us so we are paying only a fraction of his customary rates.  I'm not a fan of headhunters but in this case I'm sold on his value add.  Our guy has the connections, clout, experience and objectivity to help us get this right.

 

One mentor I asked for advice warned against conflicts of interest on boards.  One of her first advisory board members secretly competed for a major project and stole work from her.  She also counseled me to look for folks with personality and a sense of humor - the meetings can be pretty dry otherwise.

 

Finally, I found the following article in FSB that gives some good advice FORTUNE SMALL BUSINESS Playing the Board Game Don't manage your business alone. Whatever your size, a board can bring in bucks, back you up, and do some (smart) back-seat driving.FORTUNE SMALL BUSINESS Thursday, January 6, 2000 By Anne Ashby Gilbert 

Michael Mahoney, CEO Adonix

From: Jeff Prouty [mailto:jeff.prouty@proutyproject.com] 
 

Verne, advisory board meetings are a must if 1+1+1+1 is ever going to equal more than 4....they need to be part of your "rhythm and rituals"...first Tuesday of April, July, October, and January, for instance...and you can always do the one-on-one stuff in addition....my early morning two cents....Jeff.

Verne,
About 18 months ago I got the suggestion to set one up from a colleague at a CEO roundtable that I attend.  My presenting problem was, “I’ve reached my current natural limits on learning how to be a CEO, I’m not getting enough consistent and targeted professional development from groups like roundtables, and I don’t have time for full-time school.  How can I keep on learning and, more importantly, learning in real time on real issues that I’m facing?”  The suggestion from the colleague at the roundtable was, “Form an advisory board, but aim high, go for areas where you/the company specifically need help, and don’t forget to get an expert in the area where you are already working.”  That last suggestion was a puzzler until my new friend explained.  He said that the flashlight of energy shown on the new areas where you would be learning produce the risk that your attention will start to drift from those areas where you already feel strong – so have someone on your group to help you pay attention to the “old hat” stuff as well.

Well, I formed the AB just over a year ago and it has exceeded predictions and expectations in regards to meeting the need I’d laid out.  I went for 2 members first – one to bolster my skills in finance, strategic relationships and senior teams (Ron Kaiser) and one to support our continuing efforts in service quality (Tucker Schuldt, SVP Sodexho). Will hopefully be adding a senior woman to the group in the area of marketing sometime around the turn of the year (patience, patience).  Tucker also plays the dual role of having come up the HR side of the house, so helps keep our focus in place in the areas we know best.

During their tenure (last year and this), we’ve grown 85% and 35% respectively.  We’ve transitioned the entire leadership team into new roles, managed a major trade market infringement scenario, and I’ve worked out our business plan for the next 4 years.

We meet quarterly, I compensate them for time and expenses, and we chose to meet together or individually depending on schedules and meeting topics.  It turns out that Tucker and Ron like each other so when they don’t get to talk, they do ask after each other.
 
Best regards,
Karen S. Usher, President and CEO
TPO, Inc. www.tpo-inc.com
B-PLAYERS – REACTION TO USA TODAY ARTICLE
HEADLINE:  Last Tuesday’s USA Today cover story (which featured one of our clients, Caroline Caskey, and her husband Sam Goodner) entitled “Employers learning that ‘B players’ hold the cards” is generating a lot of emails.  It was based on a June HBR article that’s now the second most downloaded article for Harvard Business Review.  I’ve emailed Geoff Smart, CEO of Topgrading, to get his feedback – his response is below.  My take – how they defined an “A player” is different than how Topgrading defines an A player.  Below are links to the USA Today cover story and the HBR article.

HEADLINE 2: Reid Fujita, CEO of Hawaii-based Cinnamon Girl, sent a note about his experience with Topgrading to me last week – the full note is below.  To quote Reid, “In my opinion, getting a topgrading system going throughout our company is THE most important thing to work on.”  And he explains how what used to be a 15 minute interview for a frontline sales associate is now 1 hour, but the results “so far have been great.”  NOTE: Only 11 seats remain for the Oct 9 Topgrading program in Chicago.

DETAILS:  Here’s the link to the cover story – and it was great to see my good friend Sam Goodner, CEO of Catapult Systems get quoted, along with a nice mention of his wife Caroline Caskey’s firm Identigene (leader in DNA testing).  Many of you have met Caroline and her team in our various programs:

http://www.usatoday.com/money/workplace/2003-09-09-bplayers-frontcover2_x.htm
Here’s a link to purchase the HBR article (www.hbr.com) entitled “Let’s Hear It for B Players”:

http://harvardbusinessonline.hbsp.harvard.edu/b02/en/common/item_detail.jhtml;jsessionid=BLB254LXRWIYUCTEQENSELQ?id=4007
The subtitle of the USA Today story provides an excellent summary of the article “After years of focusing on A players, companies are beginning to realize that long-term success rests with workers who toil in the middle.”

Here’s Geoff Smart’s, CEO of Topgrading, response to the article:

“It is a definitional problem.  USA Today was implying that A players are only the promotable ones.  The solid performing people who do not move up are what we call A3s.  Love them.  Keep them.  The bottom line is that if you are getting a big return on investment from a person’s performance and longevity, he/she is an A.  

Getting less return on your investment in a person because they are not performing well or do not stay long--that is a B or C solution for your company.  Where USA Today drops the ball is that the idea of settling for B players because you are afraid that your players will leave you for better opportunities seems to me to be a losing strategy.  We would prefer an approach of “hire the As and keep them” which we have found proves to be a more winning strategy for building your business.”

Geoff

My further take -- the article doesn’t suggest it’s OK to have B players among the executive ranks.  And depending on how you defined the criteria for a particularly job, the B players they described could just as easily be A players.  Someone who will “work a 60-hour week when the company is under the gun but also feels no guilt when he cuts out early to volunteer in community theatre…” could either be an A or B player.  Their definition of an A player as someone who doesn’t hang around when opportunities for riches and promotions dry up, seems so dot-commish!

Nevertheless, it’s always good to have multiple perspectives on such an important subject.   Here’s Reid Fujita’s topgrading note to me:

Sept 12, 2003

Verne,

I actually read through Topgrading about three months ago and wow, what an impact it had (and continues to have on me). Instead of hammering it into my company (my normal style), I started a book club. First, my main HR person and I (she's also in charge of our store managers) met almost daily to discuss, chapter by chapter, the interesting things about the Topgrading system. She has now created her own version of the CIDS interview for our salesperson level staff and our store manager level staff. It actually takes her over an hour to interview a salesperson candidate. Used to take her about 15 minutes. The results so far are great. Any management level candidate interview takes her about six hours, usually broken into a couple sessions. I am now reading through the book again with our executive staff and the plan after that is to go through it with our store managers. By that time I should know the stuff pretty well! 

In my opinion, getting a topgrading system going throughout our company is THE most important thing to work on.  And we will, until it flows like "buttah." We are hoping to get one of their people, Chris Mursau, over to Honolulu but may have to save up for a while to do so.

Take care,
Reid

Cinnamon Girl Core Values - Only Ecstatic Customers! Exceed Expectations! Love Life! Never Give Up! Sunshine!

BADOWSKI, JACK WELCH’S ASST, WRITES MUST READ BOOK

HEADLINE:  Rosanne Badowski, Jack Welch’s executive assistant for 15 years, has just published a must-read, fabulous and fun (quick to read) book entitled “Managing Up.” I’ve never read such a straightforward and insightful look into the specific daily routine, style, and approach of a top executive.  Every executive and their assistant should read.  My favorite pages are listed below in DETAILS.

DETAILS:  From her invaluable list on page 114 (how to prepare Jack so he was effective in meetings) to Chapter 11 on simplicity and how the annual calendar shaped Jack’s routine, I picked up so many practical tips.  And if you only read four pages, read pp. 156 – 159.  

I personally enjoyed the insider stories behind the Kidder Peabody mess and how Jack handles adversity (hint, he doesn’t spend one minute looking in the past), to what Jack emotional felt when he had to let an executive go.  You just don’t get these kinds of insights anyplace else.

Ironically, Jack Welch’s book was published September 11, 2001!!  In turn, Rosanne’s book was published the first day of the Iraqi war.  I do hope the two of them avoid writing second books for a decade or two!!

BLUE MAN GROUP – DETAILED OPERATIONS MANUAL

HEADLINE: Do you have a detailed operations manual?  YOU MUST.  The key to one of the hottest entertainment group’s, the Blue Man Group’s (remember the Intel ads), expansion from three guys to a mini-empire estimated to generate over $70 million in annual revenue, is a detailed 132-page operating manual.  Most entrepreneurial firms (especially entertainment/service-type businesses) resist writing an operating manual, but the reason franchises have such huge success rates is their ability to systematically expand using a detailed formula worked out over several years of trial and error.  At the heart of this is a detailed manual – detailing the marketing process, sales process, billing process, product/service delivery process, etc.  There’s a great quote below that gives you a feel for this manual.

DETAILS:  Here’s the link to a fun and insightful April 28 Fortune/FSB article on Blue Man Group entitled “Brand Blue.”

http://www.fortune.com/fortune/smallbusiness/articles/0,15114,426909,00.html
It is the quintessential story of three “service-based” entrepreneurs who basically had only their hours to sell.  How do you expand when you’re the talent?  How do you replicate yourself and maintain quality?  When Chris Wink, Matt Goldman, and Phil Stanton decided to launch a second show in Boston, they began to run into production problems.  For instance, their “Tension Song” was meant to convey fright, but the other musicians had interpreted (the most dreaded word in business!!) the word “tension” differently.  Trying to solve this and other problems led to an endless number of meetings.  To quote from the article:

“So they did what a lot of businesses never get around to – they wrote a detailed, 132-page operating manual.  Based on notes taken over a year, the document came into being when the three founders locked themselves in an apartment with one of their creative directors, Michael Quinn, and a tape recorder.  The journal is an edited transcript of the tapes they made.  Basically, it tells the story of the show step by step, but from the point of view of the Blue Men.  Some explanations are straight-forward – “The Blue Men are not aliens” – and others are more subtle, with references to everything from Being There to George Bernard Shaw to the caves of Lascaux.  It’s a nontraditional set of instructions, but writing it down forced the founders to articulate ideas that had always simply been understood among them.  It taught them not just about their brand but also about a basic concept of management.  Goldman cites Francis Ford Coppola’s theory that what makes the difference between a good movie and a bad movie is getting everyone involved to make the same movie.”

A tape recorder is the key.  You can use a digital mini-recorder like Sony’s ICD-MS515 (around $300 retail).  The memory stick then plugs into your computer and you can use Dragon Naturally Speaking software to transcribe your recording into a Word document you can edit.

BUFFET’S ANNUAL LETTER TO SHAREHOLDERS

HEADLINE:  Warren Buffett’s annual letter to his shareholders is a MUST read each year – it came out on Saturday.  More amazing, his firm, Berkshire Hathaway, has produced a 214,433% combined return to shareholders since 1965, averaging 22.2% per year whereas the S&P 500 has provided a mere 3663% return (including dividends) for an average 10% per year.  BTW, Buffett still thinks the stock market is too expensive, including the stocks of the firms he owns, so he shares where he is investing his money.

HEADLINE 2: Neil Rackham’s book is called “Rethinking the Sales Force.” And the Geoff Smart ‘Topgrading’ program was a huge hit.  We’ve scheduled him again for October 9 of this year and March 11, 2004.

DETAILS:  Here’s the link http://www.berkshirehathaway.com/letters/2002.html.  If it doesn’t work, go to www.berkshirehathaway.com and click on the link for Warren Buffett’s Letters to Berkshire Hathaway Shareholders 1977 – 2002 and then click on the 2002 letter.  You’ll need Adobe Acrobat to read since it’s a pdf form.

The first 15 pages of the 22-page document describe the various firms they own and the CEOs that run them – I found it fascinating to read.  It also includes a detailed discussion about derivatives – what Buffett calls “financial weapons of mass destruction.”

Starting on page 15 is Buffett’s insights into the problems of corporate governance and a vision for what CEOs must do to regain trust. 

And the letter is a must read simply to appreciate the candor and style with which Buffett communicates with his shareholders – a model for all of us in our dealings with customers, vendors, and our own employees.  It also makes you want to attend his annual shareholders meeting – what a party!! -- a model for our own annual celebrations.  Enjoy. 

CASH CYCLE CALCULATION

HEADLINE:  How do you know if you’re generating enough cash to grow?  How do you calculate a cash cycle?  I’ve received several similar questions since my email a few weeks ago about the need to focus on cash.  The best article on this subject, complete with formulas, is Neil Churchill’s Harvard Business Review article entitled “How Fast Can Your Company Afford to Grow?”  A link to where you can purchase and download the article is below.

DETAILS:  Here’s the link:

http://harvardbusinessonline.hbsp.harvard.edu/b01/en/common/item_detail.jhtml;jsessionid=QREFOLSW3ADGYCTEQENSELQ?id=R0105K
And if you have any problems with the link, you can go to www.hbr.com and search on Neil’s last name “Churchill” – that will link you to the article.  It is $6, downloadable, and a must read for all CFOs.

The article is fantastic in that it shows how small improvements in things like A/R days can dramatically improve your ability to fund growth out of your own internally generated cash – it’s truly amazing the impact.

As background, Dr. Churchill was a chair holder at Harvard, then taught at SMU, headed up the entrepreneurial program at Babson, and then helped set-up the entrepreneurial program at the famous INSEAD in France.  He’s also well known for his pioneering studies that proved that small business loans are more profitable for banks than large business loans (something you should all know).  Even though small business loans are more risky, the risk is often offset by the relative size of deposits small businesses tend to leave in their operating accounts – known as the deposit to loan ratio.  Large companies are so aggressive in managing their cash accounts that they don’t leave as much on the table for the banks.  

COMPETENCY-BASED PAY

Mr. Prado?,

Thank you for your query to our website.  Our educational partner in compensation matters is "The Great Game of Business" founded by Jack Stack, CEO of Springfield Remanufacturing Corporation -- I've copied their president, Jeff Payne, on this email (Jeff, see note below).  You can go to www.ggob.com to learn more
The firm is based on the best-selling book "A Stake in the Outcome."  Obviously, their bias is performance-based pay, but they likely know of mid-size firms structured around competency-based pay.

Depending on what you mean by competency-based pay (often people call it competency-based pay when they simply want to avoid any kind of bonus or commission plan).  However, in those cases, it’s a "go, no go" employment situation.  The only way someone continues to demonstrate competency is to perform against a set of metrics, for which they then either get to keep the job or not.  At the end of the day, its still performance based, but not driven by a variable pay plan. 
The most famous mid-size company in the U.S. that's like this is The Container Store -- www.containerstore.com.  Privately-held, $300 million in revenue, retailer, they've been voted the best place or second best place to work in the U.S. the past 4 years!!!  And they don't pay bonuses or commissions.  All of their frontline retail people are paid a straight hourly wage.  However, their hourly wage is roughly twice that of other retailers, ranging from $16 - $20 per hour vs. $8 per hour.  The key is that they are very careful in their hiring practices to control for the characteristics and competencies (more around people skills and teamwork and attitude) necessary to be a successful employee.  And if you don't demonstrate those characteristics on the job, the culture is effective in "nudging" you out of the organization.  You can click on the "Careers" button on their site to learn more about their culture.
The real lesson from the world-renowned book, Good to Great, is that the average firms thought compensation was the key to their success and changed it a lot in trying to fix their firms.  The Great companies settled on a style of compensation that fit their culture (that's the real key in compensation - it must align with the culture) and then structured individual comp plans to guarantee they kept their key people -- different people like different things.  Usually when firms feel the need to change their comp system, it’s a symptom of deeper issues.  The other landmark book "First Break all the Rules" has provided a real insight into how to measure these deeper issues.
I hope this is helpful. I’ll query our database of over 5000 firms and see what comes back in the way of ideas.
Verne

DELL BEST PRACTICES

HEADLINE: “Operational Excellence” was the theme of the Dell event.  Tom Meredith, former CFO of Dell, received a standing ovation.  The tour of the best manufacturing facility in the U.S. was mind-blowing.  We all realized we experienced something very special, which inspired us and gave us a vision for what’s possible (and almost seemed impossible).

DETAILS:  We were under non-disclosure agreements for the tour, so I can’t share unbelievable outputs and productivity numbers, initiatives, and processes – suffice it to say, 2 people used to be able to assemble a desktop computer in 2 minutes and now it’s considerably better!!!!  Some of what we learned:

1) Tom was asked to describe Michael Dell – his reply “the best active listener and continuous learner you’ll meet.”

2) Tom shared with me that Dell’s selection process is based on the Smart “Topgrading” process.  Not surprising.

3) They’ve improved their cash flow cycle from +69 days to –21 days by focusing on it.

4) It’s important to balance Growth, Liquidity, and Profitability – their triangle.

5) It’s always about being the lowest cost producer – that way you can control the price.  They really drove home the point of driving productivity improvement in all aspects of the business – including areas like billing and customer service.

6) Innovation by imitation, but be different

7) Segment your customers and understand the economics of each segment – the rest of us probably don’t segment enough.

8) Everyone in the factory participates in TWO daily huddles – one at the beginning of the shift and one in the middle.  It was clear Dell doesn’t do anything that gets in the way of productivity and being the low-cost producer, so if they’ve found daily huddles critical, you should too.

9) Dell’s annual theme in 2003 is “The Soul of Dell.”  There are specific measures that go with it.  Key: Michael and the exec team send out WEEKLY emails discussing the theme and sharing the metrics. And there are specific quarterly themes as well.  

10) Their Situation Room was unbelievable – where they could track operational metrics on an hourly basis.

11)  All around Dell we saw a poster that said:

   Focus Factors of the Human Mind

a) We only focus on one thing at a time

b) We get more of what we focus on

c) Avoiding (“Don’t”) doesn’t work

12)  They focus intensely on what they call the “Customer Experience.”  Supporting this are three key metrics they track daily – and Michael looks at daily, which sends a powerful signal throughout the firm and when employees boot up these metrics flash on everyone’s screens.  Metrics are (actual percentages were shared, but part of non-disclosure):

a) Ship to Target

b) Initial Incident Rate

c) Service – On time/first time fix

13) Focus on Customer Loyalty, not Satisfaction

Overall, it was insightful to hear the details behind key decisions Michael and the exec team had to make along the way – from the gut-wrenching decision to pull-out of retail, to the fact they were 14 days from declaring bankruptcy which got them focused on their cash cycle, to whether to own their buildings or not.  And we were all impressed with Tom’s willingness to challenge Michael and how this was handled – it emboldened many of the execs!

I’m trying to see if Dell will host a group of executives again.  What firms would you like to visit?  We’re going to arrange more of these exclusive tours.

EMAIL SUGGESTIONS – PART 1

HEADLINE 1:  Mark Friedler, CEO of Gigex, the leading promotion and distribution service for video games, has forbidden everyone from opening Outlook the first 15 minutes of the day and then only opening it at 4 scheduled times during the day.  The rest of his new email rules along with what 5 other CEOs and top executives are doing about email (like not doing email for a day or two) are detailed below. 

NOTE:  This first of six advertorial columns appeared this month (June) in Fortune Small Business magazine.  Next is the original weekly Insight about limiting email followed by the CEO stories.  Get control!!!  And I want to thank all of you who sent me your stories for this column.

HEADLINE:  Avoid email the first thing in the morning – instead, ask yourself “what is the most important thing I need to accomplish today to move the organization forward” and work on it first – at least for the first 15 to 30 minutes in the morning.  Then feel free to do email, fight fires, and enjoy the challenges of running a business.

DETAILS:  Email is killing our executive focus and effectiveness.  Whether you get 20 emails or 200, there are always a few that draw you into others’ priorities instead of you controlling your priorities.  Although there is a short-term feel good effect, which comes from blowing through a bunch of emails, it isn’t the best way to start the day.

Instead, working first thing on your most important priority is very freeing the rest of day.  The actual root cause of stress is unfinished business – and nothing feels worse than going all day knowing you’re not doing the most important thing.  So, start it first and feel great the rest of the day knowing you’ve already accomplished a great deal the first 30 minutes of the day. 

Following are emails I received from several executives outlining their new policies toward email.
Verne,

I wanted to share with you Gigex's experiences implementing this strategy. First, Gigex is a "high twitch" company specializing in marketing video games so our industry is very fast moving and deals happen, change and progress very quickly.

That being said, I bought everyone (including myself) a white board.  We all write our top 5 goals down and focus on 1 each morning.  Everyone is forbidden from opening Outlook for the first 15 minutes of the day then opening it at 4 scheduled times during the day.  (I also rethought my idea of buying a Blackberry - I have decided not to after trying this strategy).  I felt the power of this strategy last week when I was out of the office in NY.  I sent out my emails the previous evening and at predetermined times, got my email.  I did a quick sort: 1) Eliminating junk, jokes and any unimportant emails, 2) Placing non urgent mails in folders to be replied to later and finally 3) Checking into deadline tasks or urgent inbound requests. 

The breakthrough for me - and shared by my company - was the shift from REACTIVE to PROACTIVE email management.  Now we were in control of our time and agenda.  I knew going in that I would spend no more than 15 minutes with it and I could then focus on other ongoing projects instead of reacting to the little Outlook chime.  It has been very liberating.  Also let me add that I have focused more on giving time deadlines to outbound messages, i.e. “please let me know by Wed at 5pm if this meeting is confirmed.” I then know to expect replies at certain times. My employees share my enthusiasm over their new surplus of "found time" and feel more in control of their schedule.

Thanks, Mark

Mark Friedler, CEO      

Gigex, Inc.       

mark@gigex.com

Gigex - the leading Internet launch, distribution and fulfillment ASP for software and game demos, video and software.

Verne,

In regards to emails, I am actually starting to go one or two days without looking at emails. The distraction caused by emails became over bearing. As with most driven people, unfinished business drives me crazy.  If I think about emails being part of my daily responsibilities I am assured to never feel caught up which equates to a lack of focus on the big picture.  I also do not like how email allows people to avoid full ownership on a particular issue.  All my direct reports now know that speaking in person (face to face or via telephone) is the only way I want to handle key issues where ownership and accountability are important.

Mark T. Anderson

CEO/President

Anderson Hay & Grain Co., Inc.

Verne,

Thanks for the note, it confirms my own opinions about email, but I take it even further.  I believe that on normal business days you should only check email twice a day - three times at the most.  Dealing with email "feels like work," but it's really not.  Our jobs are to focus on our top priorities (as you say), not do things that FEEL like work.  Worse, many people who would never think of barging in on a closed door meeting think nothing of bombarding their coworkers - subordinates AND superiors – with requests for immediate responses to email.

Email is an intrusion. Instant Messenger is worse!  It is up to each person to break his or her own email addiction, to get it under control.

Eric Lee Smith
GivingCapital
Verne,

The [Insight] I just received really hit home for me. I have since employed this theory and couldn't agree with it more. You can drive into the office in the morning setting up the day in your mind, prioritizing what needs to be done, and then get blindsided by an email or two. I get into the office, set my priorities and work on the items that serve those priorities. When I finish them, or get them to a reasonable point, then and only then do I download my email.  It has proven to be so successful for me that I often find that I forget to download my email!

Rick Restelli

international apparel PPC...Changing the look of Corporate America.

Rick@iappc.com

Verne

I am the recently appointed CEO of a steel tubing and tubular components business based in Pittsburgh, PA - annual revenue about $250 million.  My first task was to restructure the company's bank debt, which I accomplished in September.  I then turned to my second task, which is to work out how to use the time we bought with the restructuring to reinvent the company and ensure long-term success.

I must admit that email was becoming a bit of an obsession with me, but I had begun to recognize the symptoms.  However, with your encouragement, I am managing to wean myself off it.  This morning I did several things before I looked at my email and I'm encouraging people in my organization to do the same.

Look forward to hearing from you

Peter Whiting, CEO

PTC Alliance

Verne:

I've done this every day for 20 years and it works.  Actually, I spend the first 15 minutes organizing my objectives for the day--things I didn't finish yesterday, things I've scheduled or committed to today, and objectives necessary to complete my top level goals.  I group them as "A" - must be accomplished or significant pain will ensue; "B"- should be accomplished to maintain desired level of progress; or, "C"-measurable value if accomplished.  I sequence within each category by relative importance.  Then I spend a minimum of 30 minutes, usually more, working on my A1.

Duffy Mazan

Verne,

Amen to that email - my experience (because I check my email at the end of the day) is that the vast majority of emails I get are resolved or covered by the time I read them! 

Frank Grant

Capital Region Wireless

fg@crwireless.net
EMAIL SUGGESTIONS – PART 2

HEADLINE:  Surgeons must totally focus on the job at hand – no interruptions, emails, or phone calls, even if it’s another emergency (they’ll have someone covering for them).  We all need to schedule surgery time each day.  One hour of uninterrupted time to move your most important initiative forward – time to ponder it, plan it, work it.  What you do with the other 23 hours is then up to you.

DETAILS:  Thanks for the feedback from the “Stop Doing Email” Insight.  First, below are a couple more thoughts Bruce Crager, President of ABB Offshore Systems, Houston, TX shared about doing email.

Second, several of you pushed back with an argument that went something like “that in this day and age we need to be instantly available and responsive to the dynamics of everyday business.”   I really understand this and I’m not suggesting everyone can stop doing email as much as Gigex is doing.  Instead, I’m suggesting we all need a break from it during our workday where we can take 15 minutes to an hour and just focus on our number 1 priority and its best if you take it first thing in the morning.  It really is so easy to let email drive your entire day if you let it and it can be difficult to take the hour later in the day once the momentum of the day starts driving you instead of you driving it.

What is the number 1 thing you must accomplish, initiate, or finish next week?  Write it down right now.  Then get up Monday morning and do something about it first thing.  It’s a great way to start the week.  Following is Bruce’s email to me.

FROM:  Bruce Crager, President, ABB Offshore Systems

Two other email thoughts:

1.  Don't let it chime when you get emails.  Turn off the sound for this and you will not feel pressured to check it.  I have never had the sound "on" and people know to call me if it is urgent (including my boss who is in Norway).

2.  I rarely get to email until I get home at the end of the day.  This is interesting because the oil service business is worldwide and I could be on any time day or night so I do it when I have time from distractions.  I usually do it at home (I have a company computer and DSL there) so it is just as easy as at the office and I get through about 60 emails each day with this philosophy.  I also don't feel guilty about leaving around 5 pm because my employees know I'll do more work later.  This way I get dinner, see my family, and then finish up the day!

GIGEX – THANK YOU NOTES
HEADLINE: This is how you drive a focus!!!  Mark Friedler, CEO of Gigex (www.gigex.com), the leading promotion and distribution service for video games, is at it again – this time he’s focused his team on writing Thank You notes.  Tracking and posting results weekly, sending out weekly updates (like Michael Dell and his president Kevin do each week around their theme); and making it fun by giving away unusual prizes (see below) is what it takes.  Below are some of Mark’s emails keeping me in the loop and providing details.  Attached is the Excel spreadsheet he’s using (names changed except Mark’s) which you can borrow and modify to use with any quarterly theme.

DETAILS:  Mark’s summary email to me below provides a lot of the details.  The other emails show some milestones along the way and model how easy it is to send out a reminder each week.  I hope you’re driving a focus this quarter and have plans for one in 2004.

10/11/03

Verne,

Thanks for your interest in our thank you notes. I am enclosing my personal list (each employee must keep one and give me their monthly detail at the end of each month) and our company tally that we review (PUBLICLY) in our Monday meetings. I give away a prize each week for the most notes written. Prizes have included SF 49ers tickets, a gift certificate, bottle of wine and this past week (in honor of the CA recall election) a Larry Flynt for Governor trucker cap. That was a popular prize! BTW next week will be a big bag of Jelly Belly jelly beans (former President Reagan's favorites). Sept was our first month doing it. I set a goal of 200 for our 10 person team. If we hit it, I would buy everyone lunch. We did 192. Almost but no lunch.

 

Winners feel pride. Those with low numbers don’t feel good and those with 0 feel downright ashamed. As you can see I have included company averages for Sept at the bottom of the sheet. The numbers speak for themselves. 

 

I also borrowed a tip from Jack Daly (who spoke at YEO Vancouver in August) to bring a Ziploc bag with notes and envelopes and write them after the meetings. I even put stamps on my envelopes so I can drop them in a mail box. The average time it takes to write a note: 60-90 seconds. It’s a no-brainer and I have received several very friendly replies back shocked that they received a note. It’s a great tool and the value and good will it generates is awesome. I have heard a few people say "I'm too busy". To that I laugh and ask what they get more value doing for 60 seconds. (HINT: Cut 5 mins of phone chat to your friends, take cards to lunch with you, do a few first thing you get in, etc) The no time excuse just does not fly and everyone knows it.

 

MY experience with it is great. I am confident my competitors are too busy to do what we do! All the best, Mark

9/22/03

Everyone,
Congrats on the record breaking week of sending 55 cards, up 15% over last week and 65% over 2 weeks ago. Also congrats to EMILY for blasting everyone else with 13 cards. EJ, enjoy your surfing DVD and Sharper Image gift certificate.
 

Here is the challenge for this week: We have 138 to date in Sept. I want to get 200 for the month. That means we must do 62 cards this week. An average of 6.2 cards per person. You guys can do it. If we do, then we will order in lunch one day next week. Sandwiches, pizza, whatever. Its on me. SO let's hit our goal for this month! Thanks, Mark
9/12/03

Everyone,

This is our 2nd week sending and tracking Thank you cards. The news: WE WERE UP 31% OVER LAST WEEK! 

 

In our 2nd week of cards we sent 47! Awesome job everyone. We are on a pace to reach 200 people per month in a highly personalized way. We averaged over 3.6 per person last week even with Bob out and John not yet with cards, this week we averaged 4.7 per person! Think if we succeed in doing this with our business! We can, YOU ALL ROCK!

 

CONGRATS to Heather for winning the 2nd week in a row. I hope you enjoy the nice luggage sport bag. Great effort by Kent who rallied from 6 to 10 on Friday morning just before the noon deadline. Way to go everyone!

 

The goal for next week, up to 5 avg per person and NO ONE with a 0 under their name. Prize for next week will be surprise, Mark

 

PS This spread sheet is publicly available to everyone on our Fileserver under meeting notes.

I have sent you all a spread sheet that will be presented at the Monday meeting to count the number of thank you cards sent out this week. Now I am going to make it FUN with a CONTEST! I am sure the competition will be tough (Hint, I have 10 sent on my list and I expect to be beat!)

At noon Friday, we will all gather in the conference room and the person who has logged the most sent thank you cards for the week will win 2 great tickets to the season opener of the San Francisco 49ers vs the Chicago Bears at Candlestick on Sunday at 1pm.

 

As you can see already, writing thank you cards delivers rewards! Best of luck to you all and I know someone will have a great Sunday. 

 

Mark

9/5/03

Everyone,

This is the end of our first week using institutionalized thank you cards. It was a HUGE success! Congrats and thanks to you all. In one week, we sent 27 cards with 2 people out on vacation. We averaged over 3 a person and with 2 out we did over 5. The 1 week winner was Heather with 7 sent. She won 2 tickets to see the opening day game of the SF 49ers vs the Chicago Bears. Congrats Heather.

 

Just think of the power these cards bring! At this pace we will personally touch over 110 people in September alone. Do you think they will have a more positive attitude about you and Gigex after getting a card? I timed myself and a card took 90 seconds to write, address, seal and stamp. You can't FIND A BETTER INVESTMENT in your time!

 

I ask all of you to keep a file with your personal card spread sheet and keep copies of cards YOU receive. Just this week alone, I received 2. You'll see how fun it is to receive. So keep up the good work and let's be the best here and totally differentiate ourselves from our competitors. Thanks and have a great weekend. Mark

 

Mark Friedler  |  CEO
Gigex, Inc. | 1 Sutter St, Ste 500 San Francisco, CA 94104 
mark@gigex.com |  t: 415-227-4770 x101 |  f: 415-227-4786   
http://mediakit.gigex.com
GILLETTE AND CEO JIM KILTS’ SIMPLE FORMULA

HEADLINE:  Jim Kilts, a 30 year veteran of turning around businesses, is doing it again at Gillette (9% owned by Warren Buffett) – and his formula is simple – quarterly objectives driven down through the organization with mandatory weekly update memo’s from his direct reports (yes, what many of you are missing is the qualitative data – something you don’t get off excel spreadsheets -- and your team will belly-ache about giving this to you!), effective staff meetings, and a daily huddle around a key set of metrics benchmarked against EXTERNAL comparables – sound familiar?  Do you have the fortitude to maintain these simple disciplines?

DETAILS:  The December 30 issue of Fortune magazine published a must-read article entitled “Jim Kilts is an old-school curmudgeon.” – with a note that “Nothing could be better for Gillette.”  Here’s the link:

http://www.fortune.com/fortune/ceo/articles/0,15114,400151,00.html
I was totally unaware of this guy’s existence, but in his career he turned-around such name-brands as Kool-Aid then Post cereals and Kraft’s cheese group where he became CEO -- then as CEO of Nabisco where he revived Oreos and Chips Ahoy.  Noted Warren Buffett, who made up his mind about Kilts after one meeting “he made as much sense in terms of talking about business in general as anybody I’ve ever talked to.”  Wow – that’s a lot coming from Warren Buffett – it sure got my attention.

It seems we’ve not heard of Kilts because he’s never really talked to the press about his blueprint for turning around companies.  However, he agreed to a series of exclusive interviews with Fortune, describing how he’s applying his formula to Gillette.  Below are some key excerpts (I especially like his take on accountability):

On objectives:

“At the beginning of each quarter…direct reports must present him with a list of written objectives they expect to achieve.  Each week they have to write a one- to two-page memo outlining what kind of progress they’ve made on those objectives.  Then, at the end of the quarter, Kilts grades them from one to 100.  Your pay, your promotions (and yes, your job) depend on your grades.  Anything consistently below 80 is unacceptable…naturally Kilt’s new discipline has been hard for some Gillette old-timers to swallow.  The company has long had a gentle, paternalistic culture, and until Kilts arrived all its top managers had been with the company for decades.  Kilt’s grading system – which he’s implemented throughout the company – made some feel they were being treated like naughty schoolchildren…but Kilts has a simple solution for those who don’t like his style: leave.  Of his 14 direct reports, ten are new.”

On staff meetings:

“The Gillette CEO has strict rules for his staff meetings, which he laid out in a slide presentation: ‘Attendance required; no gossip; no sidebar conversations; stick to subject; (comments) limited to three minutes each.’”

On accountability:

“You have to have accountability…people always like to say ‘Management made me do it.’  His first day at Gillette he tried to drive that point home.  At a meeting with all his division chiefs, he asked for a show of hands: ‘How many of you think our costs are too high?’  Everyone in the room immediately raised his hands.  Then he asked, ‘How many of you think costs are too high in your department?’ Not a single arm went up.”

On daily metrics and external comparables:

“Now every morning Kilts and his senior management team get a report tallying up precisely how many razors, batteries, and toothbrushes Gillette sold the day before...(and) every division head now has to compare its costs with a top industry competitor…Kilts has left it up to each division to figure out how to get in line with industry benchmarks, but each has to do it.”

Summary:

“It’s not rocket science…but it is a meticulous and exacting process nonetheless.  Instead of dreaming up grand visions for Gillette’s future, Kilts stays up at night worrying about whether he should sell batteries in packages of six or eight.  Rather than rally the troops with big speeches on how Gillette can change the world, Kilts presents slides on how their SG&A expenses compare with those of competitors.  It’s not glamorous; it’s not sexy; it’s a buttoned-up, old-school approach to business.  And it works.”

GOOD TO GREAT – THOUGHTS ON COMPENSATION

HEADLINE:  Lately I’ve been receiving a lot of questions about designing compensation plans.  I have 5 rules, two of them derived from Jim Collins’ “Good to Great” research.  The Bullet Points are below.  BTW, several of you have suggested I “theme” a series of my Weekly Insights.  As such, I’m going to focus on several aspects of Jim Collins’ work over the next several weeks – a great way to prepare for 2004.

BULLET POINTS:  Following are my rules around compensation, more Details below:

1) Your approach to compensation first and foremost must align with your culture.

2) Don’t mess with it a lot – its not the fix to most problems (Good to Great)

3) On the other hand, for those key employees you must retain, design a custom plan that matches what they want – forget about “consistency.” (Good to Great).

4) Follow Jack Stack’s (A Stake in the Outcome) approach to bonuses and use lots of mini-games.

5) Live by The Container Store rule “less people, paid more (above industry average), and give them lots of training.”

One last recommendation – avoid the Hay Group at all costs unless you’re a top exec needing to justify a significant pay raise to your board of directors!

DETAILS:  Expanding on each of the points above:

1) Given the culture of team work at The Container Store (a retailer of closet, garage, and home organizing systems and products) while wanting to emphasize customer service, they pay their store employees a straight hourly wage – no commissions what so ever, which is obviously against what many would consider to be standard wisdom.  Match your comp plan to your culture.  If your culture emphasizes rugged individualism, you might want to have a high commission/bonus based comp plan driven by internal competition among employees.  Look at your core values and make the overall design aspects of your comp plan match.

2) A side outcome of Jim Collins research supporting his book “Good to Great” – good companies tended to change their compensation systems frequently, hoping that this would propel their business.  Great companies tended to leave their comp systems alone, recognizing that there are much more important factors that drive performance.

3) However, when it came to the key people “on the bus” that absolutely drove the economic engine of the business, great companies simply did whatever it took to keep these people, including customizing their compensation packages.  If one person wanted less base and more incentive-based pay, so be it.  If another wanted more time off, so be it.

4) Most bonus plans fail to drive performance – they simply become entitlement programs.  Instead, make a trek to Springfield, MO (Harley Davidson, Southwest Airlines, and other respected firms have made the trek!) and attend one of Jack Stacks’ Great Game of Business programs.  Learn how to structure bonuses and mini-games (short-term incentives) to drive performance – they get it!

5) As the economy heats back up, it’s going to be harder to retain people once again – the honeymoon is about over.  Many businesses are finding it much easier to restructure their economic models, processes, and hiring practices so they can have considerably less people producing the same revenue so they can pay them above industry average wages while having a lower total payroll.  And less people drives down revenue while the higher wages takes the compensation issue off the table.

HEALTH ALTERNATIVES

HEADLINES:  We are severely over-drugged in the U.S!  Thirty-two of the top selling medications do nothing but mask symptoms.  Health is critical to any successful executive and their team – and health care costs are destroying our budgets.  Conventional medicine is useful for treating acute problems (like the hand surgery I needed a few years ago), but very ineffective in treating chronic problems (like the allergic asthma I suffered two decades ago).  Like with business issues, you can choose to get to the root cause or mask symptoms.  If you or someone close to you is having chronic physical, mental, or emotional health issues (and popping pills), please consider the ideas offered below.

KEY IDEAS:  Explore cranial sacrum (very important for babies and infants), rolfing, homeopathy, acupuncture, and the Center for Human Functioning – informational links provided below.

DETAILS:  Disclaimer – I’m not a medical doctor, but I have firsthand experience with what I’m sharing.  And given my genetic make-up (cancer, heart disease, diabetes, asthma, MS, addictions) and medical history, it’s a wonder I’m still alive and/or not taking a constant supply of medications!

The proposed half-trillion dollar prescription drug plan has me livid – I’ve attached a letter-to-the-editor I sent USA Today (BTW, my mother, after four months, is completely off the $350/month bag of drugs her doctors had given her which led to the catatonic state I describe in my letter – and emotionally, physically, and mentally healthy again).  And my mother-in-law, who served as a camp nurse this summer, shared with me how 20% of the children had to take a pill to start the day and then needed a second pill to get through the night.  

First, we are made up of biochemical, structural/muscular, and electrical/neurological systems (I’m setting aside the spiritual side for now).  When these systems aren’t functioning properly we experience a myriad of chronic problems.  Second, no one medical approach is the cure all (like no one guru in business has all the answers).  Third, there are medical approaches that deal with the root issues within each of our systems.  Fourth, one must separate acute from chronic issues.  If I’m having a heart attack or have suffered an accident, I’m thankful for our conventional healthcare system.

I hope you’ll educate yourself in all the following therapies – I’ve provided some useful links to hopefully save you some time and let you see what various chronic problems each can address.

To get your biochemical systems healthy, consider:

Homeopathy http://www.homeopathic.org/whatis.htm 

Center for Human Functioning www.brightspot.org
The Center for Human Functioning was founded 28 years ago by a YPOer and one of the Forbes 400 wealthiest families, the Garvey’s.  I had allergic asthma so bad that I was going to have to take weekly shots and live on an inhaler.  The Center found the root problems and I was healthy in weeks – and off the thrice-a-year antibiotics ever since.  I’ve sent hundreds of executives to the center for a myriad of problems.  The founding physician, Dr. Hugh Riordan, has a book coming out next year – I’ve been helping him edit it.

Founding YEO board member Greg Stemm and his wife Lauri, turned our family onto homeopathy years ago.  We feel lucky to have one of the top homeopathic doctors in the country right here in DC.  Our oldest son had chronic ear infections, which both Dr. Riordan and the homeopath have remedied.

To get your structural/muscular systems healthy, consider:

Cranial Sacrum www.billferguson.co.uk/cranial_osteopathy.htm
Rolfing www.rolf.org
Whether you’ve hurt a shoulder (which I have), have been in a car accident, or experienced birth (which we all have), you should look into cranial sacrum.  We’ve had all our children within weeks of their births go through cranial sacrum, which releases the trauma associated with birth and gets the various 22 bones in the cranium aligned and the pelvis positioned properly for balance (its never too late).  Colic, irritability, and other issues with babies are often resolved.  Again, it’s not the whole answer.  I recently had a couple cranial sacrum sessions due to a shoulder injury and the therapist also found lingering trauma likely from my childbirth (and my golf and tennis swings seem better!!).  

As for rolfing, my wife Julie was born with a reverse curve in her spine.  She had constant back pain and it was unlikely she would be able to carry a pregnancy.  And she was constantly at the chiropractor (they are awesome for acute problems, but not as effective with chronic problems).  After rolfing, she’s not had back problems since (almost eight years now) and has carried three children.

To get your electrical/neurological systems healthy, consider:

Acupuncture www.medicalacupuncture.org/acu_info/index.html
This has been a recent experience for both Julie and me (I’m still in the middle of my sessions).  My sisters turned me on to acupuncture.  Besides the medical issues I’m addressing, it was interesting that when I first met Dr. Zhang (he’s a Chinese medical doctor) and he did his unique evaluation, he asked me if I was a particularly angry person.  I do have a terrible anger streak and it’s been interesting to see how acupuncture has helped a great deal with that area of my life.

SUMMARY:  Again, I’m eternally grateful for our conventional medical system.  It’s fantastic in dealing with acute issues.  But we have a healthcare disaster in the making (or as Dr. Riordan likes to say, we don’t have a healthcare system, we have a sickcare system).  Without getting into all the why’s and how’s of our sickcare mess, at the end of the day, it’s your and your loved ones’ health we’re talking about.  Please become educated to all the options, besides popping pills and/or living with chronic problems!

JIM COLLINS – HIGHLIGHTS FROM HIS PRESENTATION

HEADLINE:  Jim Collins, author of Good to Great, was fantastic yesterday.  Like my 8 pages of notes, many of the 100+ executives took away as many.  Below are some of the highlights INCLUDING a couple preliminary findings from his latest research into the best 50 IPOs the past 30 years.

BULLET POINTS:

1) During the most turbulent, vulnerable, and unpredictable times, it’s the firms (like Southwest Airlines), with the discipline to stick to their model of doing business and avoid panicking, that do the best.

2) The most successful firms are actually risk adverse.  They do risky things, but have backup plans to mitigate the risk.

3) Employees need to see that they have responsibilities, not jobs.  Impacts how you write job descriptions.

4) Compensation plans should focus on retaining great employees i.e. build retention systems not incentive systems.  The mechanics of your compensation might be the same, but the mind-set is the key difference.

5) There are two types of Hedgehogs – content Hedgehogs like Walgreen (most convenient and profit/customer visit) and process Hedgehogs like GE (best management talent and profit/executive unit of talent).

6) Fun fact – Southwest is the most successful IPO of the last 30 years – 66 times growth vs. Microsoft’s 30 times.

7) What is your “questions to statements” ratio as a leader?  Double the number of questions you ask vs. statements you make in the next six months. 

8) Go to www.jimcollins.com – he has some FREE e-learning modules to help you figure out your BHAG, Hedgehog, etc. – neat site!

9) Favorite quote Jim shared “Learn as if you will live forever, live as if you will die tomorrow!”

That’s all the time I have – it’s my turn to teach this morning and then off for some skiing in Vail with my YEO forum (we came out as a group of CEOs so we would have some common frameworks and language from Jim Collins to help us support each other these coming years).  In turn, those CEOs that came out to the event alone universally came up to me and exclaimed “they wish they had brought their teams” like many of the other firms did.

What a great way for me to end our year of executive development.  I’ll put some more meat on the bones over the next several weeks after I have some reflection time.  Jim did help us better understand what are appropriate BHAGs (Big Hairy Audacious Goals) and not, how to use “base camp” 5 year goals to help reach the BHAG, and how the bottom two circles of his Hedgehog model are related.  I’ll see what I can squeeze into a format like this. 

JIM COLLINS – HIGHLIGHTS PART 2

HEADLINE:  More Jim Collins’ insights plus his list of must-read books – see Bullet Points below.

HEADLINE 2:  Free updated “How To” document on filling in the One-Page Strategic Planning form (Planning Pyramid).  Includes a sequence for structuring an effective strategic planning offsite – go to www.gazelles.com and click on the One-Page Strategic Plan link on the home page – big yellow banner – to download the PDF!  Perfect for year-end planning.

HEADLINE 3: Verne’s book “Mastering the Rockefeller Habits” now on audio – four CD set.  It’s Verne reading the book. To purchase, go to www.gazelles.com, click on “Store” and then “Books.”  $24.95.

BULLET POINTS: More Jim Collins nuggets -- #8 is my favorite

1. Be interested vs. interesting in conversations with others – “everybody is a teacher if you’re interested.”

2. Must read “The Discoverers” by Daniel Boorstin – illustrates the “illusion of knowledge” challenge to discovery, besides being one of the best history books ever written.

3. Most represented background of great executives is law (plurality vs. majority).  Why?  Trains you to come up with the right questions.

4. Must read “Adaptation to Life” by George Vaillant – a Jim Collins-styled decades-long research book on why some people are successful and others aren’t!  Key lesson – those that form and hold onto close lasting relationships are able to weather life’s ups and downs much better.

5. Pulitzer Prize -- must read “Personal History” by Katherine Graham – the owner of the Washington Post.  If you want to understand the essence of a Level 5 leader, read this biography.

6. Build a CEO Council – see pages 114 – 115 in “Good to Great.”  This is the best way to figure out how to implement the rest of Collins’ book.

7. Must read “The Maverick and His Machine” by Kevin Maney, the talented technology write for USA Today.  This is another superb example of a Level 5 leader and the power of pushing a flywheel.  Jim suggests also reading “Father, Son & Co.” and “Who Says Elephants Can’t Dance.”  He calls them the IBM trilogy.

8. Jim’s research team couldn’t find a single key decision made by the Good to Great firms that was based on agreement and/or consensus – they were all made ultimately by the CEO.  In fact, Jim maintains there are consensus decisions and then there are right decisions! Obviously, his research didn’t support consensus decision making (neither do I).

9. Fun acronyms -- SBUGs vs. BHAGs – Small Bald Unaudacious Goals vs. Big Hairy Audacious Goals.  He favors setting 5-year “base camp” goals on the way to achieving the BHAG.

His next project will focus on the question “how do you build a Great Society by making the components great?”  He’ll be comparing cities, schools, non-profits, etc.  Big stuff. 

NUMBER OF EMPLOYEES – HOW TO CALCULATE

HEADLINE:  Do you want to approximate the revenues of a potential client or supplier?  Ask them how many employees they have and multiply times an industry average revenue per employee figure.  You’ll have a rough idea of their revenues.  If you’re in a real hurry, you can use $100,000 per employee if a service business (including retail); $200,000 if a manufacturer; $300,000 if they distribute big ticket items.  Do these rough numbers hold true for your firm?  And see my WARNING below.

DETAILS:   Many private firms are reluctant to share their revenues and we’re often reluctant to ask.  However, almost no one has a problem sharing their number of employees.  Revenue per employee is an excellent metric to benchmark (and it’s on our one-page strategic planning document).  Interestingly, for all we make fun of the bureaucracy of the Fortune 500, their average revenue per employee is $250,000 (ranging from $150,000 to $2 million) while the average revenue per employee of small firms is $100,000!  Process and systems do make a difference.

If you want to get more intelligence on a specific industry segment so you can compare your financial results with your industry, Rick Sapio of Mutuals.com, suggests going to Yahoo Finance and clicking on their industry sub-segments – I had a hard finding the link so here it is:

http://biz.yahoo.com/ic/
You can also go to www.hoovers.com (the company Gary Hoover founded, a regular speaker on the YEO circuit) to get specific industry segment info.  

A big source of information for me (the education segment) has been an annual Education Industry report put out by Smith Barney (I always forget their full name).  There are industry reports for almost every industry and your broker or banker can get these for you.

WARNING:  I can hear many of you right now thinking “but there is no exact segment or set of businesses that do EXACTLY what we do, blah, blah, blah.”  The key is getting close.  I benchmark the University of Phoenix, a fantastic and great performing public company providing MBAs, etc.  Even though we really don’t look much like them, knowing their ratios, like percent of revenue spent on curriculum development and sales, is invaluable to me as a benchmark.  And because they are a public company, I can easily access their data (and they are always the highlight in the big Education Industry report I get).

So, get educated about your industry segments financial ratios!!!

PETER COORS ADVICE

HEADLINE:  Jerry Golly, CEO of Lakewood, CO-based AMI Visions (I love his tagline “a friend, if you want to get technical’), shares Peter Coors comments to Scott McNealy; attached is “A Psalm for Life” poem by Henry Wadsworth Longfellow; and a couple quotes.

HEADLINE 2: My next two-day “Rockefeller Habits” is April 10 – 11 in DC – hope your team can participate if you’ve not already or want to refresh your focus and habits.  

DETAILS:  As we plunge into war, I awoke anxious this morning.  9/11 hurt our business badly.  Young men and women are heading into harms way.  I’m off to Malaysia this evening.  All of us are targets.  However, like 9/11, I’m reminded the best thing I can do is keeping moving and acting and contributing.  Below are some random, yet related, thoughts that have come my way the past few days and weeks from friends like Jerry Golly (the Peter Coors story) and Mansoor Zakaria (the quotes and the Longfellow poem).  Thank you gentlemen.

“The rainbows of life follow the storms.”

“When you get to the end of your rope, tie a knot and hang on.”  Franklin D. Roosevelt

Email from Jerry Golly:

For the past few weeks I too have been whining about my business.  The economy sucks, business is harder than ever to come by, the projects we've been winning are slow to start because there isn't any urgency in the marketplace, etc.

Our (Colorado YEO) Chapter put on a learning event with Pete Coors, the Chairman of Coors Brewing Company.  He was telling the history of Coors and how during prohibition they reinvented themselves to sell Malt and other non-alcoholic products.  Pete told us he was playing golf with Scott McNealy (CEO of SUN Microsystems) and that Scott was whining about SUN's market decline.  Pete had absolutely no sympathy for Scott--he asked him if his product had been declared illegal as it was in 1918 for Coors.

The story snapped me back into reality.  Yes things are frustrating, but I came to realize that this is a time of "growth and education for all of us" and that what doesn't kill us makes us stronger.

- Jer 

JOE HOOVER – SAVES $100,000 USING CRITICAL NUMBER

HEADLINE:  Joe Hoover (not the CEO!) saved $100,000 this past quarter using a Critical Number with his 40 technicians – his story below.  What is your focus this quarter (it IS the beginning of Oct!)?  What will each of your managers and/or employees focus on to contribute to the company’s success this quarter?   Pick one thing and then focus on it daily and weekly.  Keep it simple, make it concrete.  Here’s how Joe did it.

SHORT STORY:  Here’s the email I received from Joe Hoover, Service Manager for The Phillips Group in Harrisburg, PA (office equipment, office furniture, office supplies – www.buyphillips.com) describing how he got 40 technicians to reduce the use of warranty parts by a whopping 40% (even surprised Joe!).  He used a daily and weekly rhythm to drive these unbelievable results – and he did his part to help The Phillips Group reach their quarterly priority – profitability!  

Hi Verne,

Here are critical number charts. We have each tech report the # daily and we send out a voice mail every morning and an e-mail every Monday to let every one know how we are doing. Now that they are tracking this # they are making sure they get all warranty claims submitted and remove parts that didn't fix the problems.

Joe
DETAILS:  First, a disclaimer – Joe is my brother-in-law.  We saw each other over the Labor Day weekend and ended up discussing business (not even my family is safe!!).  A devoted fan of Jack Stack’s “Great Game of Business” approach to driving alignment and focus, Joe shared with me results from his Critical Number game around warranty part usage (the Great Game course is the one I suggest teams go to next after attending the Rockefeller Habits course).

His critical number chart is a simple excel spreadsheet with the names of 40 technicians by division listed down the left side, followed by a Goal column and Actual column where a running total is maintained.  This is followed by 30 or 31 columns for each month where the daily warranty part usage is tracked for each technician.  Attached is the weekly summary document he emails out each Monday to the technicians.

He simply wanted to hold warranty parts usage to less than $85,500 per month.  However, when he asked his 40 technicians to report their usage daily and then he followed-up with a voice mail message back EACH MORNING closing the loop and letting them know the totals, the usage dropped dramatically.  “Just be focusing on it and paying attention, we achieved more than I imagined – in fact, if you had asked me if it were possible to reduce warranty part usage by 40%, I would have thought you were crazy.”

Joe does maintain key customer service measures like response time and call back percentages.  He particularly didn’t want call back percentages to slip, which they haven’t (it’s important to track a key metric that counter-balances the effects of the Critical Number).

The keys are:

1) The techs reported DAILY

2) He closed the loop DAILY letting everyone know the totals against goal

3) WEEKLY he followed up with a summary email letting them know by division how they were doing

And his results were almost immediate.

Whether you want to drive sales up, costs down, customer satisfaction through the roof, or shorten cycle times – pick a Critical Number this quarter and start tracking it daily and weekly.  And if it’s not a number that moves daily or weekly, it doesn’t matter – still talk about it daily and report on it weekly – this raises the “cringe” factor.  If I only ask my team once a month “how’s it going” we only have to cringe once a month; if I only ask weekly, we only have to cringe once a week; but if I ask daily, things start happening.  Raise the “cringe” factor in your organization and get results fast. 

SETH GODIN – PURPLE COW MUST READ

HEADLINE:  Devour Seth Godin’s new book Purple Cow (and it’s a fast read!!).  In fact, read everything Seth writes – www.sethgodin.com.  He’s really provided the freshest thinking about marketing.  Below is the book’s review.  I also heard James Cecil speak this week.  He has a fantastic and free download called “A Cure for the Common Cold Call” – click on “free stuff” at www.nurturemarketing.com.  Sales and marketing are so important in 2003 as you grab market share from weakened competitors – I’ll work hard to sort through the junk and find you the best resources. 

DETAILS:  Here’s the link for purchasing from Amazon:

http://www.amazon.com/exec/obidos/ASIN/159184021X/qid=1053012880/sr=2-1/ref=sr_2_1/104-4212273-4887968

And to get free shipping you’ll need to order a second book – here’s my list so far for 2003:  Managing Up; Rethinking the Sales Force (I’m hosting Neil Rackham as I write this at MIT today); Topgrading; A Stake in the Outcome; 5 Dysfunctions of a Team; The Tipping Point; and you can always pick up another copy of my book Mastering the Rockefeller Habits for one of your employees, friends, customers, or suppliers.

Permission Marketing is Seth’s classic book.  He also has an ebook called Really BAD PowerPoint on how to make your PowerPoint presentations more effective and a book entitled The Big Red Fez: How to make any website better.  Seth is so practical and action oriented with his marketing tools.  You can get these from Amazon as well.

BOOK REVIEW

You're either a Purple Cow or you're not. You're either remarkable or invisible. Make your choice. 

What do Starbucks and JetBlue and KrispyKreme and Apple and DutchBoy and Kensington and Zespri and Hard Candy have that you don't? How do they continue to confound critics and achieve spectacular growth, leaving behind former tried-and true brands to gasp their last? 

Face it, the checklist of tired 'P's marketers have used for decades to get their product noticed -Pricing, Promotion, Publicity, to name a few-aren't working anymore. There's an exceptionally important 'P' that has to be added to the list. It's Purple Cow. 

Cows, after you've seen one, or two, or ten, are boring. A Purple Cow, though...now that would be something. Purple Cow describes something phenomenal, something counterintuitive and exciting and flat out unbelievable. Every day, consumers come face to face with a lot of boring stuff-a lot of brown cows-but you can bet they won't forget a Purple Cow. And it's not a marketing function that you can slap on to your product or service. Purple Cow is inherent. It's built right in, or it's not there. Period. 

In Purple Cow, Seth Godin urges you to put a Purple Cow into everything you build, and everything you do, to create something truly noticeable. It's a manifesto for marketers who want to help create products that are worth marketing in the first place.
QUARTERBACK RATING – MODEL FOR COMPANY METRIC

HEADLINE 1:  Determine a “company rating” or “manager rating” or “department rating” similar to the “quarterback rating.”  I’m not big on sports analogies, but the quarterback rating system is one of the best “stats” devised recently – I’ll explain below.  BTW, Go Bucs!!! 

HEADLINE 2:  I hope you caught the cover story on Michael Dell in USA Today Monday – here’s the link:

http://www.usatoday.com/money/industries/technology/2003-01-19-dell-cover_x.htm
Dell Computer has managed to double revenue per employee from $462,000 to $926,000 during what has been a rough period for everyone else.  We’re excited in a couple weeks to have 1.5 days with their team to understand the “secret sauce” mentioned in the article.

DETAILS:  There’s only one sports analogy in my book and it references Tiger Woods.  And I’m not a big sports fan except for tennis.  However, as a metric, the quarterback rating is a brilliant example of taking a fairly complicated process and boiling it down to a simple unit-less number – the equivalent of the “smart number” I press firms to determine for their company (actually, I like to see a firm have 3 Smart Numbers they watch every day and every week – Dell has three – that provide real insight into the overall effectiveness of the company – and they are always some kind of complex ratio – one of Michael’s is the percentage of shipments that met the promised ship date by segment – it tells him a lot about how well his firm is operating).

Back to quarterback rating.  The football world (i.e. Las Vegas!!!) has wanted a simple way to determine who’s likely to win and lose a particular game.  Like with our businesses, there are a lot of people and metrics involved, but in football it basically comes down to the performance of the quarterback – and I think there’s an equivalent in every business – a simple complex ratio that crunches four or five factors together and produces a single rating for your firm or a particular department or team.

How is the quarterback rating calculated?  Here’s a link to an online calculator (wouldn’t it be fun to have something similar on your internal website so your employees could calculate their own rating!!!!)  -- http://www.primecomputing.com/javaqbr1.htm.

Five simple stats are used: quarterback pass attempts, quarterback pass completions, total passing yards, completed touchdown passes, and total interceptions.  Then four percentages are calculated from these five numbers: average pass yardage, completed passes percentage, touchdown passes percentage, and intercepted passes percentage.  These four numbers then go through a formula (added together, divided by six, and multiplied by 100) and you have the magical quarterback rating.

Looking at the upcoming Super Bowl match-up.  Rich Gannon, the Raider’s quarterback (QB), was second to the Jet’s Chad Pennington in the AFC with a 97.3 quarterback rating.  Brad Johnson, QB for the Bucs, became the first Buc to lead the NFC in quarterback ratings with a 92.9 and a 100.5 the past eight games, including the two-playoff games.  Equally important to note, though, is that during the regular season, opponents had a 48.4 quarterback rating against the Buc’s, an all-time low since the formula was invented. In the playoffs, 49ers quarterback Jeff Garcia managed a 35.9 rating while Eagles signal-caller Donovan McNabb put up a whopping 58.5.   It seems the Buc’s have a way of tanking an opponent’s quarterback rating.

Anyway, wouldn’t it be great to be able to understand your business so simply.  I know some of you have been working on devising a similar rating for your people and company – let me know what you come up with and I’ll publish the examples.

And Go Bucs!!!  Did I say that earlier?  Actually, I’m in favor of anyone that beats the Raiders, the archrival of my team, the Broncos!!!

QUARTERLY PRIORITIES AND THEMES

HEADLINE:  New Quarter, new Theme, new measurable priorities.  Do you have the Top 3 and Top 1 of 3 rocks declared?  Have you identified the 2 Critical Numbers (one that impacts the balance sheet, one that impacts the income statement) that align with your Top 1 priority?  Have you asked everyone in your organization to name one thing they can each measurably accomplish that contributes to your Top 1 or at least one of your Top 3 priorities?  At the end of the DETAILS section I have a step-by-step thought process for defining your Theme and Rocks.

DETAILS:  First, less is more.  Many firms are finding a Top 3 list for the quarter (or year – they don’t have to change each quarter) is better than a Top 5.  And it’s important to have a Thematic Goal, as Pat Lencioni calls it – what we call the Quarterly Theme.  For instance, many firms, given my latest emails, are focusing on improving cash flow as a thematic goal, this quarter.  From here, they are setting company, departmental, and individual priorities to align with this thematic goal.

At the same time, I’m not allowing firms to include in their company or individual priorities projects or activities that are part of their ongoing work.  For instance, one of our clients set out to raise another $50 million last quarter, but it wasn’t one of their top priorities, since it was part of their ongoing funding process for acquisitions and was expected to happen, even though it did require considerable effort on the behalf of the CEO and CFO.  Your Top 3 and Top 1 list should be items that are critical to taking the organization to the next level or that fix a critical weakness in your economic engine.

And these priorities must be measurable.  This is where what Jack Stack, author of “A Stake in the Outcome,” calls your Critical Number(s) aligns with your thematic goal and priorities.  If you go back to the simple Right Things Right model, the Right Things side, representing the balance between the three key Relationships in a business – Employees, Customers, and Shareholders (providers of Cash) – is about improving the balance sheet of the business, which is ultimately the cash value of the business.  The Things Right side, representing the balance between the three key Activities in a business – Make or Buy, Sell, and Keep Good Records – is about improving the income statement (P&L), which is ultimately about improving profitability.

The key is picking 2 Critical Numbers, one that impacts each side of the Right Things Right model, so you maintain balance.  Otherwise, you might overly focus on improving the income statement (productivity) while letting customer satisfaction slip (reputation), causing more harm in the long run.  

Here’s the step-by-step process:

1) Dig out your planning pyramid and pay particular attention to your BHAG (Big Hairy Audacious Goal).  Remember, knowing your BHAG provides perspective and guidance to what your quarterly or annual focus should be.  

2) Start with the Right Things Right model.  Of the six circles (Employees, Customers, Shareholders/Cash on the left; Make or Buy, Sell, and Keep Good Records on the right), along with their modifiers (Get, Keep, Grow and Better, Faster, Cheaper), choose one focus from the left side and one from the right side.  For instance, you might say the two most important things we have to do is focus on increasing the revenue from our top 8 customers by 25% (Grow Customers) while increasing the speed of our delivery of services (Faster Make or Buy).

3) Given these two, is there an overall theme that might encompass both.  For instance, since all the circles are linked, there is likely a relationship between speeding up service delivery and increasing the revenue from your top customers.  Therefore, you might choose an overall theme of speeding up the service delivery for your top eight customers.

4) Next, nail down specific metrics you can track on a daily or weekly basis – these are your two Critical Numbers.

5) Last, have everyone in the firm figure out what they can measurably do to impact one or both of the Critical Numbers – this creates alignment and focus throughout the firm.

Good Luck and call if you need help.

QUARTERLY PRIORITY – 12 WAYS TO IMPROVE CASH

HEADLINE:  A new quarter starts next week. What is the single most important thing you need to accomplish in the next 90 days?  And what is the single most important thing your team could accomplish that would drive that result?  Are you facing the brutal facts?  And is it really the single most important driver to fixing a weakness or realizing an opportunity?  For lack of one, let me suggest you focus on doubling your cash – read the 12 tips below – and read my favorite cash story of all time, Wild Birds Unlimited.  

DETAILS: Jack Stack, our content partner (Great Game of Business) and the guru of metrics, calls this number one measurable priority a “critical number.”  In fact, he suggests you pick two for the year – one that will have the most impact ultimately on the Income Statement (P&L) and one that will impact the Balance Sheet.  You then want to choose two quarterly critical numbers that drive the two annual critical numbers – these are placed in the boxes at the bottom of our 4th and 5th columns of the one-page Planning Pyramid document – a blank planning document is attached.

For those of you remaining disciplined to setting a quarterly priority/theme (what are the rest of you waiting for?), the critical number tends to drive something that impacts the income statement – the balance sheet is often ignored.

Let me suggest you sit down with your team for 30 - 60 minutes (make it the theme of your next weekly meeting) and make a list of five ways you could double your cash the remainder of this year – letting cash be your second critical number.  It’s amazing how focusing on increasing cash leads you to make imperative decisions about your business model, customer satisfaction, product mixes, contracts, etc. 

So many firms are short of cash, which makes it hard to sleep at night.  And there is this misguided assumption that growing firms are by nature always supposed to be short of cash.  In 1991 Dell was three weeks away from not making payroll – and their excuse was that they were simply growing so rapidly.  Facing near extinction, they got serious about cash.  Over the next ten years they moved their cash cycle from 69 days (meaning they paid out a dollar and it took 69 days to get it back) to minus 21 days (yes, you guessed it, they get a dollar 21 days before they have to pay it out).  As a result, Dell defies the entrepreneurial law of gravity by actually generating more cash the faster they grow.

And they didn’t do this overnight.  Start by trimming 10 days off your cash cycle.  I just did this exercise with 8 Malaysian firms two days ago.  Most started out thinking there was really nothing they could do, but all ended up with substantive lists.  Some areas of opportunity:

1) Stop saying, “Well, this is just the way it is in our industry.”

2) Have your available cash reported DAILY with a short explanation why it changed the last 24 hours – and chart against A/R and A/P weekly.

3) If you want paid sooner, ask – and have an excellent A/R person.

4) Give value back for customers that pay in advance or on time – more on this later.

5) Get your bills out quicker.

6) Understand why your clients are paying later – many times there are recurring mistakes on the bill or the bills are not structured to make it easy for the customer to reconcile.

7) Understand your customers’ payment cycles and time your billings to coincide.

8) Pay many of your own expenses with a credit card so you can play the float.

9) Help your customers improve their cash so they can pay you – example below.

10)  Shorten product and service delivery cycle times.  All of you have some kind of “work-in-progress.”  The quicker you complete projects, the quicker you get paid.

11)  And have such a valuable product or service that you have some leverage with your customers.

12)  Of course, improving your margins and profit improves cash.

Please share more ideas – I’ll compile and feed back to all of you.

Let me share the Wild Birds Unlimited story, which demonstrates how you can give value back to customers for paying in advance.  WBU is an amazing retail chain that is consistently recognized as one of the best franchises in the country for having happy franchisees – something of a rarity.  And why this is such a great story is that most retailers don’t have many options to improve their cash cycles, or at least so they think!   WBU sells birdseed, feeders, and other suppliers for those interested in birds.  Jim Carpenter, the founder, recognized that his customers would love to purchase birdseed in bulk, but didn’t want to haul it or store it.  So once a year he offers his customers the chance to purchase a year’s supply of birdseed at a significant discount, yet he agrees to “store” it for them.  Then once every month or two, the customer can come in and pick-up what birdseed they need.  Note only does this generate a significant amount of upfront cash, but it creates traffic in the stores – a win/win/win for everyone.  A brilliantly simple idea.

As for helping your customers improve their cash flow, back when I was selling $100k energy management systems in college, we worked with a firm to lease the equipment to companies with a monthly payment less than the energy savings we were generating.  We received our money the minute the contract was signed and the paperwork reached the leasing firm.  The customer actually improved their cash flow because of the net difference between their energy savings and the lease payment.  And the leasing firm did a nice business with us.

Doing what it takes to increase cash will be great for your overall business.

QUARTERLY THEMES – ICC DECISION SERVICES SAVES 160 HOURS PER WEEK

HEADLINE:  July 1 starts a new quarter.  ICC/Decision Services’ upcoming theme is “Raving Fans.”  Their second quarter theme was “The World Series of Quality” and their first quarter theme was “2003 A Space Odyssey” where they focused on dehassling the organization.  In the end they saved over 160 WEEKLY hours, the equivalent of 4 full-time people.  Do you have a number 1 measurable priority set for the next three to six months?  What’s the single most important thing your firm needs to accomplish next?  Take an hour this weekend and pick a thematic goal to launch July 1.  Details of how ICC implemented their quarterly themes are below.

DETAILS:  David Rich, CEO of ICC/Decision Services (with over 1000 contract retail mystery shoppers in the field), started using quarterly themes the beginning of 2003 with his 20 headquarters staff.  He suggests, based on his early experience, that a theme around “dehassling the organization” is a safe and easy initial bet for someone that has never used a theme.  It engages the entire team and provides the immediate benefit of cleaning up a lot of wasted effort getting in the way of productive effort.  

More specifically, with the 2003 A Space Odyssey theme, they came up with ideas that would improve productivity each week within our organization.  Using a form with a little spaceship on it, almost every single day there were ideas placed in their suggestion box.  At their daily huddle, they would read each idea (which is why they likely received ideas everyday!), place it in an excel spreadsheet, and mark the number of ideas on a simple 2 foot barometer – one interim measure was getting 100 ideas.  And they gave a dollar on the spot for every suggestion – something they labeled “Tips for Tips.”  Every Thursday they would have the “Tips Committee” meeting of 5 execs where they would review the ideas.  Then on Friday, at their weekly meeting, they went through how many ideas they had plus the number of hours saved, charted on a huge diagram of a Spaceship heading from earth to the moon and back.  Everyone who submitted an idea that week got their name in a box and a winner was drawn for a $20 gift certificate to a restaurant.  

“Many of the ideas were so simple, yet saved us a lot of time and expense,” notes Rich.  “For instance, we found that our staff was receiving a combined 3 hours of calls a day from our contractors in the field asking when they would get paid.  By simply placing a BOLD note on the invoice forms we provide our field contractors that ‘Payment will be made in 30 days’ the daily calls almost dropped to zero.”  Another simple idea to cut out 200 pages of reports we were running each day on expensive green lined paper, that no one really needed, will save us $6000 this year.

Their 2nd Quarter Theme, The World Series of Quality, focused on three quality metrics established for each of their two divisions.  Everyone was given a book on Six Sigma to read and they began tracking these quality metrics on a weekly basis.  Using a large baseball diamond image and a scoreboard, they converted the quality metrics into baseball terms.  For instance, measuring what they call “On Weekend,” if 96% of the mystery shopping events each weekend were IVR scored correctly, that’s a single; 97% a double, etc.  Each division served as a team and the three weekly metrics represented three at bats.   Every Friday, besides scoring an inning of baseball, they selected an MVP of the week who won $20 to Sports Authority.  For the celebration, for scoring a combined 36 runs, which they achieved early, they went to Yankees Stadium.  Tied at 24 runs a piece, we’ll know next week which team won.

REAL ESTATE MORTGAGES

HEADLINE:  Download Kevin Daum’s e-book “What The Banks Won’t Tell You: How to Get the Most Out of Your Mortgage” – www.stratfordfinancial.com.  Like most things in life, the right decisions are often the ones counter to conventional wisdom (like having 15 year mortgages), including financing your home and other real estate properties.  In one quick lesson, Kevin helped me make the right decisions, drastically improve my liquidity and bring balance to my portfolio.

HEADLINE 2:  The Southwest Airlines event sold out within 48 hours.  We are keeping a waiting list and planning a second date with SWA for the spring.  Let us know if you would like your team on the list for the spring.

DETAILS:  I had a 15 year mortgage on my primary residence and I was paying it down even quicker.  The same with my rental properties.  And given the drastic rise in real estate valuations in Northern Virginia the past five years, I had built up significant equity.  All seemed great.  Then I spent a few hours with Kevin at a conference in Vancouver he was chairing for YEO (Kevin’s been a customer of Gazelles since almost the beginning and ran the Edison Foundation project for YEO this past year – and he wasn’t the one refinancing my property, so there was no conflict of interest questions).

He made the case why a 15 year mortgage can be a real rip-off.  He made the case why it didn’t make sense for me to pay down a mortgage more quickly.  He made the case why I should pull out as much equity as I could and put it to work in other ways to bring more balance and liquidity to my portfolio.  And I have to tell you, I argued with him for hours because it was so contrary to my conservative approach to investing. 

However, he was right on all accounts – and his approach is even safer and more conservative than my position.  I remember one simple question he asked me.  If investors were to look at my portfolio would they rather see?

1) A $600K residence where I owed $185K and had $415K in equity, or

2) A $600K residence where I owed $440k, had $160K in equity, AND $255K in liquid securities (you can’t go and spend it on a boat or you defeat the purpose).

And by paying down my mortgages more quickly, I was drastically reducing my interest deductions against my ordinary income.  If you’re in the higher tax brackets, this is a significant lost tax shelter, especially given the low mortgage rates.

But what if I were to lose everything tomorrow – wouldn’t I hate the fact I had a higher monthly mortgage payment (BTW, pulling out $255k didn’t raise my monthly payment given the better rates I received).  By having $255k in liquid securities, I could make my mortgage payments for 88 months!!  However, if the liquidity was tied up in my home and I got in financial trouble, what lender would allow me to pull it out at that point?  And none of this keeps me from continuing to build equity from the appreciation of my real estate.

I could go on and on, but it’s more comprehensive to read through Kevin’s e-book on the subject.  And I can already hear many of your counter arguments because I probably made every one of them with Kevin.  But he had a logical, quantifiably better, longer-term safer, response to every one of them.  He really has a thing or two to teach us baby-boomers about our real estate investments like Rick Sapio, Mutuals.com, does about our stock portfolios.

SALES TIPS

HEADLINE:  SALES TIPS.  Ask 15 times.  Know the bonus plan of the decision-maker.  Work the A/P list of your best customers.  Sales happen before 10am.  Respect the assistant.  Meet daily to drive sales.  Meet weekly to drive marketing.  Articulate your three strategic anchors.  Have an X factor.  Use Microsoft’s MapPoint software (around $300) to visualize your market.  Get trained.  These are so basic, but we somehow lost the basics during the go-go years.  Details for the first 8 below.

DETAILS:  I missed the Sales Seminar in Las Vegas we co-hosted with the CEO Clubs – snowed in like everyone else in the northeast.  Fortunately, Jack Daly, a top executive at Platinum Capital and head of Professional Sales Coach, was substituting for me – thank you Jack.  However, if I had made it I was going to share some quick tips for driving sales and marketing during a year when it’s crucial we get our sales and marketing engines running well.  Here’s a quick list (shamelessly stolen from various gurus throughout the years, whom I’ll credit):

1) Ask 15 times – I attended one of Walter Hailey’s sales boot camps years ago in Hunt, TX.  He and Steve Anderson are now focused on a narrow niche with their Dental Boot Kamps (yes, I spelled that correctly and congrats to them for knowing to focus – www.dentalbootkamp.com).  Anyway, one of the best lessons I learned from Walter was the power of asking for the sale 15 times.  Most inexperienced sales people give up after 1 or 2 approaches. Most experienced sales people after 5.  If within your sales process you can create the opportunity to “ask for the sale” 15 times, Walter states you’ll have a close ratio of 90%.  And it’s been my experience.  It took about that many approaches with Dell, starting in May of 2000, for Gazelles to land the opportunity we had two weeks ago (almost 3 years later) to tour Dell with a group of mid-size company executives.  Whatever you lack in sales talent, you can simply make up for in persistence.  Speaking at industry events, writing for your industry publications, having a regular reason to stay in touch with prospects, following-up on a regular basis to just check in, etc. are ways to increase the close ratio.  Sit down and figure out how you can do this with your Top 50 prospect list.

2) Know the Bonus Plan of the Decision-Maker – this is borrowed from Max Carey of Corporate Resource Development (www.crdatlanta.com).  You sell to people, not companies.  And if you know the “critical number” of the decision-maker – the number they have to meet to get their bonus (or keep their job), then it’s a matter of connecting how what you do will make that happen.  Surprisingly, many of us don’t ask this question or listen for the answer.

3) Work the A/P List of Your Best Customers – again from Walter Hailey.  A tip for those of us doing business-to-business, when asking for referrals, have your best customers share with you whom their largest vendors are – to whom are they writing big checks.  Nothing warms up a prospect than knowing you’ve been referred by one of their best customers.  Using this technique, you can network your way throughout an entire industry – we’re all on someone’s Account Payable list.

4) Sales Happen before 10am – my last tip from Hailey.  The early bird does catch the worm.  I’ve reached more people at 7am in the morning at their desks than at 4pm.  And your best customers are going to be those that are up working early themselves.

5) Respect the Assistant – this from Robert Lewis Dean, one of the founding board members of YEO (whom I’ve lost contact with – anyone know where he is?).  Robert was in his teens with a very successful limo service in NYC.  He made it a point to bring every receptionist and assistant to decision-makers a rose – in fact, he became known as the “rose guy” in the limo business.  Demonstrate your respect for and ask the help of the decision-maker’s assistant – this is so basic but you must get to know the gatekeepers to decision-makers.  Do you have their names in your sales database?  Do you know anything about their children?

6) Meet Daily to Drive Sales – you might recall from an earlier Weekly Insight, Sam Palmisano became the latest CEO of IBM because he turned around IBM’s Global Services.  And his key - holding a daily global sales call and working a list of 100 top prospects.  Anything less than daily and you’re leaving business on the table.  And sales people need pumped daily - they live an emotional roller-coaster existence.  I’m talking about 15 minutes per day.  Dig into why specific sales are stalled each day or whom your sales team is trying to reach that day (not just going over numbers) and you’ll accelerate your sales, period.  And no one has ever suggested a type of business that can’t benefit significantly from a daily sales huddle. 

7) Meet Weekly to Drive Marketing - this from the great marketer, Regis McKenna (Intel, Apple, Genentech).  When asked what it takes to drive successful marketing (measured by number of warm, qualified prospects – this is the fundamental metric of marketing - the other being cost per warm, qualified prospect) Regis simply said “one hour per week.”  In essence, get the right team in a room for one hour each week and ask the question “how do we reach more prospects with our message?”  Brainstorm and act on some idea each week and you’ll drive marketing.  Regis’s other key is to identify the “influencers” in your market and nurture relationships with them.  Is there a key industry association executive?  Is there a potential customer that is also the member president of your key industry association?  Is there an important media personality?  Is there a key lead supplier that can reference you?  For business-to-consumer businesses it’s why they use celebrity spokespersons.

Let me handle the rest in next week’s Weekly Insight.  Pick something from the above list and act on it.

SALES TIPS PART 2

HEADLINE:  1) I finish my Top 11 Sales Tips from last week below.  2) Next week I’m going to report on the book “Rethinking the Sales Force” by Neil Rackham (if any of you have read and used, please give me feedback), 3) Jack Harrington, President of Virtual Technology Corp (www.virtc.com -- they do unbelievable simulation work for the military, for instance), just emailed me Tuesday to report on his Topgrading experience – it’s below.

DETAILS:  Thanks for the positive feedback on last week’s list.  I wanted to start this week’s list repeating number 7 from last week – I’m so serious about firms doing this since marketing is critical to a business.

7) Meet Weekly to Drive Marketing - this from the great marketer, Regis McKenna (Intel, Apple, Genentech).  When asked what it takes to drive successful marketing (measured by number of warm, qualified prospects – this is the fundamental metric of marketing - the other being cost per warm, qualified prospect) Regis simply said “one hour per week.”  In essence, get the right team in a room for one hour each week and ask the question “how do we reach more prospects with our message?”  Brainstorm and act on some idea each week and you’ll drive marketing.  Regis’s other key is to identify the “influencers” in your market and nurture relationships with them.  Is there a key industry association executive?  Is there a potential customer that is also the member president of your key industry association?  Is there an important media personality?  Is there a key lead supplier that can reference you?  For business-to-consumer businesses it’s why they use celebrity spokespersons.

8) Articulate Your Three Strategic Anchors – this is something new that Pat Lencioni (his latest book “The 5 Dysfunctions of a Team”) has introduced and we’re working with Pat to refine.  At the heart of your marketing message must be a delineation of the three reasons you truly matter to a customer yet makes you different from your competitors.  For instance, when Wayne Huizenga launched Blockbuster Video they eliminated the upfront fee, let customers keep rentals for 3 nights, and “guaranteed the hits” (this lead strategic anchor became their  “Brand Promise”).  McDonalds’ strategic anchors are consistency of product, fun for kids, and speed (which the new CEO is back to measuring aggressively).  Two words not allowed to be strategic anchors – value or quality.  Value is what you’re defining with the 3 strategic anchors and quality is high when you deliver on those anchors 100% of the time.  In turn, something like cleanliness was an early strategic anchor for McDonalds but today, though it still matters to a customer, it doesn’t make them different – cleanliness is considered a “table stake.”  It’s something you have to have just to be in the game.  What’s disturbing is how many businesses are competing at the table stake level and failing to raise the stakes with a strategy that makes them different.  Pat and I are trying to find time to write a more extensive article on the subject – stay tuned.

9) Have an X Factor – this was the title of my latest article in Fortune Small Business magazine http://www.fortune.com/fortune/smallbusiness/managing/articles/0,15114,400692,00.html  Underlying your strategic anchors must be a 10 times or more advantage over the competition.  For instance, Blockbuster cut a deal with the movie studios so they could purchase videos for $6 instead of $65 (with a 40% backend revenue-sharing deal), which in turn allowed them to carry 10 times the number of videos.  It was this advantage that supported their “guaranteed hits” brand promise.  The article lists several examples.

10) Use Microsoft’s MapPoint software – and it’s available for under $200 a copy at some places (after the $50 rebate!!!).  This is the equivalent of Excel for the sales and marketing department.  What it allows you to do is take your customer database and easily create a map showing you visually where your customers are located, down to the city block level if you’re a local retailer.  And you can download data on your market, dump it into MapPoint, and then plot the potential of a market against what you’re doing in a certain market and instantly generate a “picture” of where you do and don’t have market penetration.  For instance, using data from Cognetics, I have a plot of where the “gazelles” are located in the U.S.  I can then overlay the location of all our customers and see where I’m doing well or not.  And it provides a visual map of your Sandbox.  Quit trying to represent your sales and marketing effectiveness using an accounting tool (Excel).  Sales and marketing people are visual types.

11) Get trained.  There’s something about great sales people that makes them hungry for ideas and education, more than any other position in a firm.  Part of it is the emotional roller-coaster existence that comes with selling.  Listening to tapes and CDs constantly to stay pumped, seeking out product knowledge, learning more about the industry and customers – its all important in keeping a sales person on their game.

I hope these hints are helpful.  

SEATTLE’S BEST COFFEE – GOOD TO GREAT IMPLEMENTATION
HEADLINE:  How best to implement the ideas in “Good to Great” over a six month period?  Jay Garnett, Seattle’s Best Coffee in Canada, created a CEO Council to drive the implementation of Jim Collins’ landmark second bestseller – the undisputed best business book of this century (so far).  And they nailed down their hedgehog – have you determined yours?

BULLET POINTS:  How did Jay do it?  Read pg. 114 – 115 in “Good to Great” then:

1) Jay’s executive team of 5 attended our “Good to Great” executive program last December (we’re hosting another program with Jim Collins Dec 11 – 12).

2) Top 5 execs met weekly for an hour reviewing one chapter per week.

3) Top 14 execs met for three hours every two weeks reviewing two chapters and the decisions of the Top 5.

4) All 79 headquarters employees met on a Saturday in May this year to walk through the decisions.

Jay’s actual Hedgehog decisions – be the best “relationship” coffee and drive profit per pound.

DETAILS:  First, thanks to Bob Kirstiuk, founder of Advantage Data Systems (www.advantageds.com – systems that help auto dealers wholesale more parts to body shops, etc – someone has to do it!), for suggesting the BULLET POINTS addition to my weekly insights.

The two most important pages in the landmark book “Good to Great” are pages 114 – 115, where Jim Collins outlines the need for every CEO to have a CEO Council.  Different than the weekly executive team meeting, this more informal jaw-boning session is at the heart of making the most important key decisions in the business – a session where the CEO and his/her closest associates have some “talk time” each week (often over breakfast or lunch).   This was THE key to John D. Rockefeller’s success!

Jay had read “Good to Great” and knew he wanted to get serious about implementing its ideas and build the Seattle’s Best Coffee brand.  His first step was to attend the Jim Collins session we hosted last December where his team had a chance to focus and drill down on the concepts for two days and hear directly from the guru himself on how his ideas apply to mid-size firms.

Next, the Top 5 spent one hour each week discussing one chapter and asking “what was fundamental in that chapter to our company and our careers – what was relatable experience.”

After creating a broader leadership team of 14 people including the top 5, Jay brought this group together every two weeks for a three hour session to review two chapters and more importantly, “challenge us, where do we not have clarity of focus, how do we get buy in, what can we be the best at and how can we be the best.”

Once these decisions were made, like the decision to focus on profit per pound (Jim Collins recommends that all firms find a profit/x that will drive their economic engine) and a related decision to create a companywide bonus based on this metric, Jay assembled his 79 employees at headquarters for a companywide Saturday meeting in May to walk through the entire vision the top 14 had created along with the details for creating “the best relationship coffee” – being a polite voice on the phone, being patient with customers, having sales reps go in with a business card and a thermos of coffee, making the product the core of what they do, etc.  

It was this step-by-methodical-step approach that let him take the daunting task of implementing the lessons from Good to Great and break it down into doable pieces.  The key was this weekly and bi-weekly meeting rhythm.

BACKGROUND:  Snowbean Coffee Company, Ltd. has its head office in Vancouver, Canada, with regional offices in Calgary and Toronto. The company founder and president, Jay Garnett, established his business in 1994 and began pioneering Seattle’s Best Coffee in the Canadian market in 1995.

THANK YOU NOTE ETIQUETTE

HEADLINE: An important New Year’s resolution would be to send out more handwritten Thank You notes this year.  Many of you have written me to say that this one habit has had a profound impact since you started doing it.  Roger Schuemann, CEO of Quartermaine Coffee, forwarded the following to me re: Thank-You Note Etiquette – it’s worth reviewing.  Jill reviews the kinds of stationary to order and how to easily structure the Thank You starting in the fourth paragraph.  Do a quick search of Google to find your favorite stationary supplier and get that stationary ordered – then commit to sending out one note a week.  You’ll make 52 people happy.  

DETAILS:  THANK-YOU NOTE ETIQUETTE

By Jill Bremer, AICI, CIP

Bremer Communications

The impact of a handwritten thank-you note is often overlooked in today's fast-paced "why-write-something-when-I-can-email-it" world. A note written promptly and sincerely is an important ritual of etiquette that is much more effective and appreciated than a phone call or electronic message. Yes, we have a lot of technology at our fingertips, but just because we can do that way doesn't mean we should.

Most of our mail each day is filled with advertisements and bills. Handwritten notes and letters are a rarity, which makes them that much more meaningful to the recipient. When you write a note by hand, it shows the other person that you cared enough to pull out the stationery box and choose your words without the conveniences of the grammar tool and spellchecker! Written notes are also permanent, which means they can be saved by the recipient and passed around to share with others.

A few years ago, I worried for weeks about what to get a special client for Christmas. This was someone I had worked with very closely for a number of years on many different projects. She is laden each holiday season with several dozen gifts - fruit, wine, books, etc. I didn't want my gift to get lost in the crowd, so I decided to send her a personal note of thanks. I spent a long time choosing just the right words to express what I had learned from her and how I valued our working relationship. She called me the next week to tell me how special the note was, that she had passed it around to her staff and would treasure it forever. She said it was the one gift that actually meant something to her that year.

Thank you notes should be written to thank someone for a gift, a meal or for a favor done. Your appreciation should be acknowledged within 72 hours; thank-you’s seem much more sincere when they are expressed promptly. I think one reason people don't send thank-you notes is because they don't own proper stationery. Both men and women need a collection of personalized social stationery, such as letter sheets (for women), Monarch sheets (for men), half sheets, foldover cards (also know as Informals), correspondence cards and envelopes. This set of stationery can be used for letters, thank-you notes, issuing invitations, replying to invitations and gift enclosures. Consider investing in these items; they will serve you well and make a great impression on your recipients.

Correspondence cards are the best choice for thank-you notes, however women may also choose Informals for their notes. Here is a sample format for a thank-you note for a gift:

Start by expressing appreciation - "Thank you for the beautiful picture frame." Mention the gift's usefulness - "It is the perfect size for our large anniversary picture. The fact that our names and anniversary date are engraved on the frame makes it so special. It looks perfect on the hall table. In fact, it's the first thing you see when you open our front door."

Express the hope for a future meeting - "I hope you and Don can visit us soon to see how we are enjoying your thoughtful gift."

There is really no excuse for not writing a thank-you note. Purchase the proper tools and make it a habit to write a note as soon as possible after the event or receiving the gift. And, please, teach your children to do the same.

It is believed by many people that thank-you notes helped elect George Bush (the first one!) to the U.S. Presidency. He carried a box of cards with him everywhere he went on the campaign trail and jotted a note immediately following each event to the volunteers or hosts. Many believe the personal touch of those notes is what propelled him into the White House. Is there a presidency in your future? Start writing those notes. And when you get there, send me one, too!

THANK YOU THURSDAYS

HEADLINE:  David Rich, CEO of ICC Decision Services (mystery shopper programs for retail and restaurants www.iccds.com), instituted "Thank You Thursdays" last October.  Every Thursday (after their Daily Meeting) their entire office writes one thank you note each - that is over 1000 Thank You's annually.

DETAILS:  Geoff Popovich, account exec with ICC, filled in some of the details for me.  Initially, they’ve been using generic Thank You notes, but within the month they’ll be providing everyone with custom cards complete with the company logo.  Most of the thank you’s go out to contractors in the field that go the extra mile to complete a mystery shopper assignment.  For instance, they had a contractor this past week in the Midwest battle tornado’s while completing a mystery shopper assignment.  They also send handwritten thank you’s to customers and to each other internally.

When I asked Geoff if the Thank You cards have generated any additional business, he was quick to point out that even though it’s an added benefit if the cards generate business, they’ve been clear with the team that it’s not the intention of the cards.  The intention is to show appreciation, period.  This is a critical point.  People can feel the “intent” behind something. 

Great idea – just do it in your office.  “Routine sets you free.”  It’s all about establishing rhythms of successful habits.  Order each of your team members a pack of 50 Thank You cards and start showing your appreciation.  Everyone will feel better. 

THANKSGIVING – SOW LAVISHLY

Sow sparingly, reap sparingly.  Sow lavishly, reap lavishly.  Happy Thanksgiving!
HEADLINE:  Page 186 of “Rich Dad, Poor Dad” is the most powerful page in a book I’ve read all year.  “If you want something, you first need to give,” advised Robert Kiyosaki’s rich dad.  That is true for money, a smile, love, and friendship.  I’ve experienced this many times in my life, but never so directly as in the last 24 months.  Details below.

BULLET POINTS:

1) Give first and give more than you thought possible

2) Be thankful

3) Then give even more

DETAILS:  Robert Kiyosaki goes on to say “if I could leave one single idea with you, it is that idea.  Whenever you feel short or in need of something, give what you want first and it will come back in buckets.”  And he reminds us you must give to give, not give to receive, or the law doesn’t apply.  His rich dad believed in tithing.  When he was short money, he simply gave money to his church or to his favorite charity.  The entire page and a half is worth the price of the book.

My dad demonstrated this law of reciprocity to me years ago.  In 2001 I lived it.  I almost lost Gazelles from a combination of the recession, 9/11, and my mismanagement of the business.  After laying almost everyone off, facing a $1 million deficit and wondering if we could even afford our home I was hit with a request from the church we had joined the year before to make a three year pledge for our mission work.  

My wife and I discussed the request.  It couldn’t have come at a worse time in my entire life.  However, I remember us talking about the need to have faith in the law of the harvest and pledging three times more than we had ever given to a charity over the next three years, when we couldn’t afford what we would normally give.  Thank goodness it wasn’t all due at that moment.

In the last 24 months I’ve almost made up the $1 million deficit, have had two fantastic years in the business, have taken a salary three times what I had been taking (makes me think I should have pledged five times my normal amount!) and we’ve been able to triple again our giving this year over last year. 

Live generously and you’ll have a great life.  Happy Thanksgiving!

U.S. ECONOMY – HOW TO MEASURE WELL BEING

HEADLINE:  How to measure the well being of an individual, family, city, state or country?  Could there be a simple measure (and wouldn’t we want something simple for our own business)?  Well there is – it’s called Engel’s Law and it simply considers the percentage of income devoted to food!!  The U.S. is at 12% (comparisons below).  

DETAILS: I was blown away by the economic facts presented by James F. Smith, Sr. Fellow and Director of the Center for Business Forecasting at the University of North Carolina (he spoke at the YPO Rebel Chapter meeting in Jamaica last week).  And as business leaders, we should know some of these basic facts about our economy.  For starters:

With 4.6 percent of the world’s people, the U.S. accounts for fully 1/3 of total global economic output.  Equally important, the U.S., for all its problems, has the widest distribution of wealth and the highest measure of upward mobility of any country on the planet – these are two, really, really, really important metrics.  Real income grew a record 6% last year and the 2002 Christmas shopping season was a record.  And for all the talk about China, their GDP for 2000, after quadrupling since 1980, simply brought them back to where they were in 1900.  The U.S. per capita income is a record high $27,000 while in Jamaica its $3000 (and these numbers are adjusted for local prices as well) and for 2.8 billion people it’s less than $2/day – which is why Engel’s law is so revealing.

I was particularly excited to learn about Engel’s law – I must have been sleeping in my economics class (likely) in college and missed this brilliantly simple and obvious metric.  Formulated in 1895 by a German analyst, Ernst Engel, he wrestled with a way to measure something very complex and subjective like “well being.”  In the end, like Einstein’s simple equation, Engel concluded it was simply related to the percentage of income devoted to food. When you have to spend every waking hour just trying to get enough to eat, it doesn’t give you much time or energy for anything else.  The U.S. is at 12%, and half of that is spent eating out!!  By comparison, Canada is around 15%, Europe around 20%, and for almost half the population of the world, it is close to 90%.

Other fun facts:  GDP of the U.S. economy is $10 trillion; consumers had $46.8 trillion in assets on September 30, 2002.  Against that they had liabilities of $8.5 trillion giving us a net worth of $38.3 trillion or nearly four times GDP and nearly six times disposable personal income.  Consumers also had $5.0 trillion in the bank.  Credit card delinquencies and charge-offs are concentrated among lower income users.  Personal bankruptcies have been rising in order to beat an anticipated tightening in bankruptcy laws this year.  

The total value of the housing stock owned by consumers on Sept 30, 2002 was a record $13.4 trillion, up 7.97 percent over the previous year.  In the same period, the value of stocks held by consumers fell $1.4 trillion or 25.3 percent and their mutual fund holdings declined by 6.4 percent.  Total home mortgage debt of consumers on Sept 30 was $5.8 trillion including all home equity loans and the part of credit lines that were in use.  This meant that homeowners’ unborrowed equity was $7.6 trillion, 56.4 percent of the value of residential real estate and only a little less than the $7.9 trillion seasonally adjusted annual rate of disposable personal income.

Overall, Jim is PREDICTING (this is where all bets are off, so find your own sources) that the U.S. economy should post real GDP growth of 4.2 percent in 2003 and 3.8 percent in 2004.  And in 2002 we posted percentage growths of 0.1 first quarter, 1.1 second quarter, 2.2 third quarter, and 3.3 fourth quarter.  And if Congress passes a tax plan similar to that proposed by President Bush, then growth will be stronger in 2003 and much stronger in 2004.  That would make them the two best years for economic growth since 1984 – which is what President Bush and the Republican Congress clearly want to make happen so they can keep their jobs – powerful motivators.

As we learned at Dell yesterday (which I’ll report on next week), decision-making is all about having the data and then boiling prediction down to a few metrics.

VIGILANT INTERVIEW ON LEADERSHIP

HEADLINE:  Trever Cartwright, CEO of Vigilant, a management consulting firm in Portland, interviewed me on the subject of leadership including who I admire most, what I think are the most important qualities of a leader and my most important leadership advice.  Below is the link to the short one-page interview – it’s a very quick read.

http://www.vigilantconsulting.com/vleader.html
I’m excited to be back with my weekly Insights, though the break was fantastic.  And we’re having a rough time with the internet/email worm this week, so I hope this makes it to you.

As for the rhythm change in sending weekly messages, I want to separate my weekly insights from our program announcements.  Those of you interested in our executive programs will be better alerted and can watch for the “Gazelles’ Executive Programs” in the From: line of your email.  Obviously, those not interested won’t have to read about them in my “Verne’s Insights” emails.  My goal is to continue giving you quick and simple business tips – and make it easier for you to sort through what you want to read and not read.

WAL-MART – JIM COLLINS’ THOUGHTS

HEADLINE:  Wow!!  You HAVE to take five minutes and read Jim Collins’ (famous author of Good to Great) latest article on Wal-Mart in the June issue of Fast Company magazine – the link is below.  

SUBHEADLINE:  Entitled “Bigger, Better, Faster,” the subtitle says it all “If current growth rates hold up, the company that Sam Walton built will become the world's first trillion-dollar business within a decade. Far-fetched? Perhaps. But if you understand how Wal-Mart keeps growing, you'll know what it takes to keep your company moving in the right direction.”  And Jim Collins’ assessment of Wal-Mart?  “It is entirely possible for a company to grow to 1.4 million people and retain much of the vibrant culture and sense of purpose created by its entrepreneurial founder.”  Read how they do it – lessons for all!!!

DETAILS:  Brian Scudamore, CEO of one of the hottest franchises in the US, 1-800-Got-Junk (and recently featured on Oprah), brought this article to my attention this week – thanks.  You can see what Brian does -- www.1800gotjunk.com.  And Brian has an awesome BHAG (Big Hairy Audacious Goal) – to be the FedEx of junk removal.  BTW, I’ve never met a poor junkman!!!

Here’s the link to the Collins article:

http://www.fastcompany.com/magazine/71/walmart.html
Keep on learning and growing!!! 

WEEKLY REINFORCEMENT OF THEME – LESSON FROM DELL

HEADLINE:  Repeat yourself a lot.  I’m still blown away (though not surprised) that Michael Dell or his president, Kevin, send out an email every WEEK to all employees highlighting metrics and stories that reinforce the critical number (#1 priority) for the year.  Pick your priority and repeat yourself a lot!!!

DETAILS:  Reinforce your theme every week – otherwise, out of sight, out of mind.  Pick one example each week where someone “lived” your #1 priority.  Highlight a metric, share a thought, and keep it short.  But communicate.  A key to change management is massive communication. 
