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Preface
Up to and After the Fall … Confessions of a “Turnaround” Specialist

Fear is the reason for this article.

In the “Background” section of this article I describe my years with McKinsey and then 14+ years with The Palmieri Company.  Both were “project” work.  Same employer(s), but serial projects.  McKinsey was pure Class II consulting.  Palmieri was all Class III.

Every time I started a new project I was very tense, actually scared … and it actually got worse after each successful project.  Think about the nature of the work.  There is a company, often large and complex, with lots of history.  There are people that may have been in there for years.  We were always outsiders at the start.  Oh, sure we would read as much as we could, wherever we could get it from, but in essence we started off cold.

The Companies were always in some kind of trouble.  Our mission, should we choose to accept it, was to learn very quickly all there was to learn, get smarter than all the people in the company that had been there for years, figure out how they messed it up, come up with dramatic fixes that would work in that environment – and at Palmieri – as Class III’s – actually have to implement those changes and make them work! … and everyone was watching … Courts, creditors, shareholders, competitors, often the SEC … and most importantly, future possible clients.  In the “Turnaround” business, you were only as good as your last press clippings.  Failure … was not an option!  Tense.

I never really got used to the stress.  Every project was a new situation.  It started off with total immersion.  Lots of interviews and reading, everyone there trying to convince us of what really needed to be done, lots of time pressure – after all, we were the pros from Dover.  We had all those notches on our belts.

For me, a pattern developed.  In my areas of responsibility, somewhere between the eighth and twentieth day on a project, I literally would wake up sometime between 3 and 4:00 o’ clock in the morning with the “answers”.  But then, I was afraid I would fall back to sleep and forget them.  So I would toss around until it was time to go to work.  Finally I started keeping a pad by my bed.  When I woke up, I would write it down – and then could go back to sleep.  Is that weird enough for you?

Over the years it kept happening – exactly that way.  What scared the hell out of me was that I really did not know what was going on.  (I’m sure a shrink might.)  Each success brought us more press, bigger more complex work, and higher expectations by all those concerned.  The raging fear for me was – “What happens if I wake up at 3:00 AM … and there is nothing there … a blank!”  Gasp.

On an assignment I took on after I formed my Company, RPF, Inc., I was commuting to Hawaii three times per month.  The TWA (remember them?) flight from St. Louis to Oahu, provided long stretches of quiet time.  So with my first laptop (and about 20 pounds of batteries) I started writing down what I thought I was doing on the job.  What really floored me, was that this thirty-some-odd page, single spaced paper came out almost exactly as you will read it below. It was a HUGE catharsis!  

Since I wrote this several years ago, I have edited it some.  Beefed up some parts.  However, it was actually written just for me.  It was a very self-indulgent effort and was not meant to be an Article in the educational sense.  I am not a writer and, moreover, don’t feel the need to proselytize or defend the approach. So even though, in the Article below, I threaten to turn this into a book on “How To” with examples, I have decided not to.

As you read the Article understand that this is really my “to-do” list with lots of introspection.  For example, on your shopping list you might write down  “OJ”.  When you’re at the market, you know that “OJ” means: “the half-gallon, Tropicana, without pulp.”  To someone else, there would be substantial information missing.  So you are really an essential part of the complete information package, as I am in this effort.  Although I don’t believe what you are about to read (if you get past this paragraph) is that opaque, you might find yourself wanting a bit more at some places in the Article.  

In any case, I was encouraged by well meaning friends who have read this to send it to a potential publisher.  I did.  The publisher liked it but wanted me to turn it into a “kiss-and-tell”.  I declined.  So, if you find it useful at all, as is, I am delighted, and would be happy to talk with you about it. (RMarmon@RPFinc.com or 610-664-8072)

Most Recent Addition – “Hooray for Hubris” 
In the original form of this Article, I went directly from the concept of the Issue Hierarchy and use of the Dialectic for Issue resolution, to some specific techniques to help ensure you have flushed out most, if not all of the Issues.  With this version, eight pages have been added to the original paper, immediately after the discussion of The Issue Hierarchy and The Use of the Dialectic. 

Because we always accepted the messes we found, and immediately set about developing the remedies, we did not spend much time philosophizing about how previous management got the Company to the state that required our intervention.  (Secretly we were obviously quite pleased that they did.  After all, that’s why we were making the money we did.)

Now, a bit older (and fatter), I have taken a crack at what I believe is one of the fairly obvious “Whys and Hows” that can lead otherwise very bright executives, their companies, along with their bright and often very expensive advisors to disaster, and that is:  Hubris.








Robert A. Marmon

Table of Contents

Up to and After the Fall … Confessions of a “Turnaround” Specialist
Preface  …………………………………………………………….        i  -  ii


Background  ……………………………………………………….
1


The Purpose of this Effort  ……………………………………….

2


Organization of this Presentation  ……………………………….

3

I.
Education/Work Background



Lehigh and Columbia  …………………………………….
5



Standard Oil of New Jersey  ……………………………...
5



The Army  ………………………………………………….
5



McKinsey & Company, Inc.  ……………………………...
6



The Palmieri Company  …………………………………...
7



RPF, Inc.  …………………………………………………...
9

II.
Issues, Troubles, Problems, Things That Need to Be Fixed:


Where Do You Start?  



Triage – Sometimes You Don’t  …………………………..
10 



If You Decide to Engage  ………………………………….
11

III.
The Issue Hierarchy  ………………………………………………
13



The Model  




Goals and Objectives  ……………………………..
14




Strategy  ……………………………………………
14




Organization  ………………………………………
15




Management Process  ……………………………..
15




Management Information  ………………………..
15

IV.
The Dialectic  ………………………………………………………
17



From Issue to Hypothesis to Conclusion  ………………...
18

Summary  …………………………………………………..
18

NEW SECTION INSERTEED 02/05/02:


Hooray for Hubris  ………………………………………………..

19



How Hubris Happens  …………………………………….
20



The “Hubris Curve”  ………………………………………
20



Headquarters Hubris  ……………………………………..
21



Staff Hubris  ………………………………………………..
24



Real Example – Levitt Homes  ……………………………
25



Conclusion  …………………………………………………
27

V.
Using the Tools – Some Helpful Hints  …………………………...
27



Answers: “Right” and “Best”  …………………………….
27



Analysts  …………………………………………………….
28



New MBA’s:  Ick! “B” School Professors, Pleeeese! …………..
28



Some of My Favorite Approaches  ………………………..
29




Finding the Issues  …………………………………..
29





Interviews and Analyses  ……………………
29






Seek Divergent Views on the Same






Issue  …………………………………
30






Find the Little Old Lady (or Man) in






Tennis Shoes  ………………………..
31






Watch for the “We/They” 

Syndrome  ……………………………
31






Look for Work Fragmentation …….
32






Look for Dead Wood and 






Overstaffing  …………………………
33






Why McKinsey (and Others) Do 






Management Information and Admin-






istrative Cost Reduction Studies (and






Why You Should Too)  ………………
34





Why an Outsider (Using These Tools)  Can 





Usually Identify the Real Issues in an 





Organization Under Stress Faster Than 

Those
Inside …………………………………
35




Summary:  Using the Tools  …………………………
36

VI.
The Use of Professionals:  Class I, Class II and Class III


Consultants:  Buyers be Informed  …………………………………
36

VII.
Implementation:  Managing Change; Putting It All Together



Introduction:  Some Considerations Before You Start  ……
39




About Change  ……………………………………….
40



Skills/Traits for Managing Change Versus Managing



Process – A Key Consideration Before You Start  .……….
40



What Do You Tell Those to Be Affected  …………………...
42



Candor?  ………………………………………………………
43



Summary – Implementation  …………………………………
43

VIII.
Conclusion  …………………………………………………………….
44                 

Up to and After the Fall … Confessions of a “Turnaround” Specialist

Background


I have started this article at the suggestion of a good friend.  Over the years we have exchanged business experiences (his business is surgery, my business is business).  One even​ing in 1989 after a discussion about discovering the massive fraud at "Crazy Eddie Inc”.  (a now liquidated consumer electronics company in the northeast U.S.)  he simply said, "You ought to write it down”.


I didn't.  I made a few notes; sure I would never forget the phone call from my MIS director that Sunday morning in November 1987.  During that call he informed me of the re​sults of the complete inventory we took immediately after the takeover.  Based on Crazy Ed​die's audited public financials, I expected to hear him say about $120 million.  He said $75 million.  Oops.   


About two weeks before that phone call the Oppenheimer-Palmieri Fund had "won" a proxy fight that led to the takeover of Crazy Eddie.  Nobody was more surprised by this "vic​tory" than the guys in the $1,200 suits that Victor Palmieri had become enamored with in the mid-80's.  Many of them right out of Drexel Burnham.  In any case they were expecting a long drawn out fight to wrest control from the Antar family.  At the eleventh hour the family threw in the towel.  (We soon found out why.) 


The Oppenheimer-Palmieri Fund was a venture capital fund (number crunchers, "deal-doers") that suddenly found themselves about to take over a public company with thousands of employees and 43 stores in four states.  Victor and the Oppenheimer-Palmieri people ap​proached The Palmieri Company (Victor's original turnaround/asset management vehicle) and tapped my boss and mentor Peter A. Martosella, Jr. (the best executive, mentor, and teacher I have known) to serve initially as a Director and I was pulled off a client site to serve as Chief Financial Officer.  (This episode deserves its own chapter.  It was an unbelievable experience.  The lessons for the unwary were profound.  The characters and events would make bad fiction...but it was all real.  FBI agents with GUNS in my office.  Firing former “Mossads”.  $30 million refund from the IRS for purposely overpaying taxes … and eventually I was the federal government’s first witness.  Two hours direct.  Five hours cross.  Long jail terms for the bad guys and it really is not over yet.)


There is another reason for me to try to "write it down".  Most people can answer the question "What do you do?" in a few words.  I have spent much time explaining what it is that I do, unfortunately for those who asked, with many words.  I guess watching their eyes glaze over led me to the shorthand like "I fix broken companies." or "I run an intensive care unit for sick and dying companies and nurse them back to health for fun and profit.".  Either one is usually met with a nod or a "really?" or "that's great, would you like another drink?". 


I really loved what I was doing.  It was incredibly exciting.  I thought I had the best, most interesting job and career possible.  I could change jobs every six months to every few years and still work for the same company.  Our clients were almost always in the regional or national spotlight.  My picture, in a rare occurrence for the Palmieri Company, along with my colleagues even appeared in Fortune Magazine when we were turning around Baldwin-United......but mostly the reaction was ".... can I get you another drink (suppressed yawn)?"


Except for my friend Dr. Michael (first name).  He was interested.  He always pressed for the why's and how's and was always enthusiastic.  He is an insatiable reader of books in many disciplines and an excellent writer and teacher in his field.  He goaded me into attempting this.  I'm doing it really believing this will never see the light of day.  But hell, maybe my kid will want to know someday how her old man, son of a bankrupt wholesale florist from New​ark, New Jersey, could afford a house on the Main Line, send her to The Baldwin School for Girls and the University of Pennsylvania (excuuuuuse me!), pay for all that traveling we've been doing as a family, and "retire" in my mid-forties.  Well JoAnna this is for you.

The Purpose of This Effort                                                 


The purpose of this article is to outline the tools and approaches I have refined and used during my career in the "turnaround" business, fourteen years and four months of which were as an executive with the Palmieri Company - before the turnaround business became fashion​able.  This article has been prepared from a more detailed outline of a book on the subject I someday may finish.  Because what follows is simply an explanation of how I did it, I claim credit for no original thinking.  I am sure a study of the literature will show it has all been said before and no doubt more eloquently.


The difference between what you are about to read and text books and theory is that I actually applied these techniques on the job, in real world executive positions in companies with "stated" assets ranging up $9.5 billion; in companies with a few employees to more than 10,000; in companies with no subsidiaries to several hundred.  My titles in those companies varied from Director, Management Systems Development early in my career, to Chief Finan​cial Officer (CFO) for the last half of it. 


These tools and techniques also served me well in my role as a Director.  They allowed me to quickly assess the presentations of management.  They helped focus my questions to determine if the plans or proposals had really been thought all the way through.  Although the approach did not make me popular with management, I believe those managers put through the exercise were better for it.  At least some of the letters I received after my departure seemed to indicate that.  Other indications were more tangible. 


I am sure I could have done better and am well aware there are many approaches to large, complicated, unstructured business problems.  Nevertheless, here's what worked for me.

Organization of This Presentation                                          


The next section is mostly about me.  You can skip it and go directly to the discussion of the tools.  I've included it here to provide some background ... some context for the reader to understand the educational and work experiences that produced the tools and approaches that are the subject of this article. 


Although I mention and use actual examples and anecdotes from my work experience in the next section and elsewhere, I plan to include many more actual stories in the book as illus​trations of how the tools were applied and their impact.  Some of the stories make good read​ing if you are interested in the personalities and gossip, however each has a real world lesson for current and aspiring businessmen/women.  Collectively they show how some of the brightest and well-intentioned people (including directors, management, lenders, and other sophisticated creditors) can make what, based on twenty-twenty hindsight, are disastrous mistakes.  I believe use of these tools can help avoid the types of pitfalls I have seen in my career.  But for me the tools were most useful in fixing the damage that I found.  


The book or a longer version of this article will contain some discussion of early less​ons learned at Standard Oil Company (New Jersey), the Army, and at Mckinsey.  From my  14+ years with The Palmieri Company, it will contain examples of use of the tools in Issue identification and problem solving undertaken during my nearly four years as Chief Financial Officer at Baldwin-United.  (A career all by itself.  This particular adventure ended with an encounter with Drexel Burnham and Michael Milken and that murky group known as arbitrag​ers.  Based on our experience with them and their friends, I and many of my colleagues are still unhappy with the fate of Milken and his thugs - he got away way too easily and most of the others involved simply got away.)  Experiences as an executive at Crazy Eddie Inc., Levitt Homes, Penn Central, Epic Properties - Skyline Financial Corporation (the real estate scam that broke the banks - literally - in the state of Maryland), my year-and-a-half as CFO and acting COO of the Dart Group – the Haft family of Washington, DC that pillaged three public companies they controlled while pillaging each other – these are the folks who really put the “fun” in dysfunctional families -- will also be included.  My recent experience in three start-up technology companies –  “clean sheet” applications – has given me some confidence that the techniques are applicable beyond just pulling bodies out of the wreckage.  


There was also much to be learned during my work on the real estate portfolio of The Teamsters Pension Fund (just reading the minutes of their Investment Committee meetings was frightening.), and troubled assets and companies acquired from First National Bank of Chica​go.  Working in and with the Bankruptcy Court and some special judges, the press, Creditor Committees - their counsel and professionals is touched on, in addition to the role (and risks) of Directors, use of professionals...  all this and a little more is somewhere between my outline, notes, and Word.


But first the article, to see if anyone might be interested besides you, Jo and you Dr. Michael.


The remainder of the article form of this effort is organized as follows:
I.
Personal background and work history.




 (You can skip this.)

II. Issues, Troubles, Problems, Things That Need To Be Fixed: Where Do You Start?  Triage - Sometimes you don't. If You Decide to Engage......

III. "The Issue Hierarchy" - (The most important concept and tool. If you don't read any other part, read this section.) Structuring and Relating Issues - there are only five levels.

Identifying and Separating Issues Created By Causes and Issues Created By Symptoms. 

IV. The Dialectic: Issue to Hypothesis to Conclusion or Getting to the Right Answer Quickly. 

NEW INSERT: “HOORAY for HUBRIS”:  An after-the-fact examination of one of the primary “Causes” of the Issues you have discovered and processed with the Dialectic.  An eight page digression, but it is relevant. (RAM: 2/05/02)
V .
Using The Tools -- Some Helpful Hints About:

Answers: "Right" and "Best"

Analysts: Those that help get you to Answers




New MBA's: Ick! Interpersonal skills? "B"school
                  Professors, pleeeese!

My Favorite Approaches To Finding the Issues:

 Interviews and Analyses, The Little Old Lady (or
  Man)in Tennis Shoes.

 Looking for Work Fragmentation and Overstaffing.

 Why Mckinsey (and Others) Do Management
  Information and Administrative Cost Reduction
  Studies and Why You Should Too.

 Why an Outsider (Using These Tools) Can Usually 
  Identify The Real Issues Faster Than Those
  Inside.

VI. The Use of Professionals: Class I, Class II, and 
Class III Consultants: Buyers Be Informed.

VII. Implementation: Managing Change; Putting It All Together; Before You Start; About Change; Managing Change Versus Managing Process; What Do You Tell Those To Be Affected; Candor? Sometimes.; Summary.

VIII. Conclusion.

I. Educational/Work Background

  Lehigh and Columbia

My undergraduate degree from Lehigh University was in Industrial Engineering (June 1965).  The engineering degree helped develop analytical and problem-solving skills in struc​tured environments.  My MBA is from Columbia University, June of 1967.  The MBA and its case study method showed problems are rarely well structured, at least when you first encount​er them.  It emphasized analysis but required and encouraged broader more creative approach​es.  It made clear there are many right answers.  How and why you select the solution and how you go about implementing it are as important (sometimes more important) than the particular "answer" selected.  


The trouble with the MBA degree is that it trains relatively young people to be presi​dents of companies.  Unfortunately, there is a dearth of such entry-level positions available upon graduation.  

  Standard Oil of New Jersey

I got close.  For a short time before going into the service I worked for Standard Oil of New Jersey (SONJ), now Exxon, in what was called then the Coordinating and Planning Department (CPD).  For a very heady time, from the 23rd floor of 30 Rockefeller Center I got to see how a huge corporation looks after itself; how it plans, allocates resources and ensures that one subsidiary doesn't grow at the expense of (these are SONJ's words) the "Corporate General Interest".  I also saw first hand the close working relationship between the federal government and SONJ - at least in 1967 - just after I arrived at CPD as strategies to deal with the closure of the Suez Canal were developed.   


Among the other financial analyses for which I was responsible, I worked on what SONJ titled "The Big Ship Study", handling what we named the "Risk Analysis Model".  (Today’s environmentalists would have loved to have seen the uncensored version of that piece of work.) Our study actually showed tankers ranging in size from 325,000 dead weight tons (DWT) to more than 600,000 DWT could easily be justified.  We called them floating pipelines.  As it turned out it was the closure of the canal that actually accelerated the devel​opment of what are now known as supertankers.  Tankage, port draft, mooring and maneuver​ing requirements, and shipyards capable of producing them were the limiting factors.

  The Army

After I was ordered to active duty in 1968 I was called back to SONJ to take part in a presentation of the Big Ship study results.  I was amazed that I was allowed to travel from Indianapolis to New York and was not charged leave time.  SONJ picked up all costs and I felt very important for a few days - 2nd Lieutenants don't get to feel important very often.  I knew the Colonel was impressed -- he remembered my name for almost a week.


I was a junior (very) officer in the Army from April 1968 to March 1970 ...not a very healthy time to be a junior anything in the service.  Based on good advice from my big brother and some luck, I gained much relevant experience in my two years.  My work put me in con​tact with many field grade and very senior military and civilian personnel, people responsible for managing more assets and people than most executives in medium to large corporations.  Mostly they were my students in classes on the management applications of Automatic Data Processing (ADP as it was called then) and operations research (OR).  As a young lieutenant I was amazed at what some of these people could make happen by simply picking up a tele​phone.


I traveled a great deal during my two years teaching courses in Panama, Hawaii, Japan, Vietnam, and various CONUS bases.  It was cheaper to bring the Lieutenants to the Generals than the other way around.  My home base was Fort Benjamin Harrison, Indianapolis, Indiana.  The high point of my traveling and teaching was guest lecturing at the Army War College in Carlisle PA. two years in a row.  I was able to spend time with the "students" when I was there.  Yes there are some excellent people at the upper levels of our services.  I met many of them and looking back most of them could (and some now do) hold top jobs in most of the corporations I have seen.  Bright, aggressive, goal oriented decision makers earning a fraction of what some of them could have been making "outside".  


It is clear from talking to my classmates that obviously I got to see a group that had been well culled before they were selected for the course work.  This was especially true of those I spent time with at the War College.  Nevertheless it at least helps explain to me how anything gets done in our services.  With such mediocrity at the low end and middle, there just had to be some very talented people somewhere.

  Mckinsey and Company, Inc.

From March 1970 to November 26, 1973 I was a consultant with McKinsey and Company, Inc.  The level of contacts were dizzying.  McKinsey is "Board Room" Consulting.  Its clients read like the Fortune 500 - because, more often than not - they are.  However if you had access to their WIP sheets (AKA pink sheets) you would find many "Administrative Cost Reduction" (ACR) and Management Information System (MIS) studies.  You will see why this is so later.


The work and hours were grueling.  There are lots of sad stories about divorces and messed up kids with dad (now mom also) on the road and under severe pressure all the time.  (There is at least a chapter's worth on The McKinsey "culture" and the price paid by the asso​ciates.  But not in this article.)  McKinsey is probably the best postgraduate school anywhere.  Moreover it allowed me to change jobs several times a year and still work for the same company.  (I got used to that.)


Ultimately, however it was not satisfying - at least for me.  For short, very intense periods I could get to know everything about a company or a division; diagnosing the Causes of their difficulties, developing solutions, getting to know and understand the motivations and needs of their personnel.  The work would end by writing a long report (McKinsey charges by the inch.), making a final presentation, handing a bound copy of the report and presentation to someone else, taking a check, and going home.  Yuk!  No closure.  No satisfaction of seeing it....making it happen.  Of taking responsibility for the outcome.  Being there when the job was done.  I wanted to do it.  Not just talk about it.

  The Palmieri Company

I met Victor Palmieri in the fall of 1973.  After talking to him and John Koskinen (who eventually became president of The Palmieri Company and then America’s Y2K “Czar”) and hearing what they were about to do, I thought I had died and gone to heaven.  I went to work for them November 26, 1973.  My last day was April 7, 1988.


My time with The Palmieri Company was truly exciting, rewarding, and fulfilling.  It was like SONJ because we were always at the highest level in the organization.  It was like McKinsey in that I continued to change jobs but still worked for the same employer.  It was what I called "management consulting carried to its logical conclusion".  Like my work at McKinsey it always started with an intense study of every aspect of the client's operation.  It progressed rapidly through diagnosis and prescription and there the similarity ended.  At Palm​ieri the next step was to do it.  I was responsible in my areas for doing it -- making it happen -- full authority and responsibility for developing and then implementing solutions at all levels of "The Issue Hierarchy" (the key tool - see below).


When the Palmieri Company was engaged it was to run the company or assets for which we were engaged.  Our executives dropped into the top operating positions and/or re​placed the board of directors.  Victor and his partners insisted on both the responsibility and the authority necessary to carry out what it was we believed needed to be done.  In our early years they said no to any potential assignment that did not offer that degree of freedom.  They also said no to possible assignments that we believed were too far gone or not directly related to our expertise.  Hence the early, dramatic successes were not entirely accidental.  The ones that were picked were the ones we knew we could do instead of taking on anything that came our way.


If you were a top executive of one of our clients your first step should have been to check the want ads.  We always removed the top level of executives.  The second level usually was culled early as well but occasionally survived.  We found this pattern a must in all our early assignments.  (Palmieri got soft in the later years and in my opinion it cost us dearly.)


As harsh and unfair as that sounds, if you think about it, it's pretty logical.  We were hired to run the enterprise.  It was usually in serious if not grave condition.  The last thing we needed to do early in one of these very intense assignments was to have long debates with the current management as to why their plans and programs should work.  It was usually their plans and programs that led to our being asked to run the company in the first place.  Moreo​ver, more often than not there were good people somewhere in the organization that had had misgivings about the plans and programs that brought on the problems.  Although we never knew where they were when we started, we wanted them and the entire organization to know that change was about to occur.  It was not going to be business as usual.


Our goal was to show results early, build momentum, and work ourselves out of a job as quickly as possible.  During the early phases of an engagement, looking in from the outside, we would appear to be employees of the client.  We all had executive titles, offices, phones, and secretaries at the client site.  We spent, in most cases, 100% of our time there as well.  In fact the only way you could tell for sure we were not employees of the client was to see who signed our paychecks.


If part of the solution was finding the right people for the client, we always hired them onto the client payroll.  We never hired into the Palmieri Company for client work.  Eventual​ly we would hire those who were to replace us.  The Palmieri Company made lots of money for headhunters over the years.  In fact I believe some partners at Korn Ferry and others were able to put their kids through college on fees we generated for them.


We always searched for the best executives money could buy.  We made sure they were paid well and always bonused directly - and substantially - for performance.  (Victor and his partners treated The Palmieri Company employees similarly.  Pretty smart! Great idea!)


I have to admit I liked the fact that there was much press coverage of the Palmieri Company over the years.  The staff of the Palmieri Company as per policy - and a good one I might add - avoided direct contact with the press.  Victor handled most of that.  (I got in trou​ble by answering my own phone on several occasions only to find "off the record" and "back​ground" comments presented as quotes with attribution.  I should have known better.  There is another chapter's worth on the quality, ethics, and basic accuracy of the so-called business press.)


One exception to our anonymity occurred when Fortune Magazine was doing a story on our work at Baldwin-United (Baldwin) and insisted on a picture of the Palmieri executives on the project to accompany the article.  (Baldwin was a career all by itself.  It was Baldwin Pia​no's Morely Thompson - a lawyer, CPA and MBA - now that's a lethal combination - who, by using a tax strategy and mass marketing of the now infamous high yielding Single Premium Deferred Annuity, turned a sleepy little piano company into a $9.5 billion darling then devil of Wall Street and a nightmare for the brokerage and insurance industries.  This is a complex, fascinating case.  As CFO I sat across the table from many embarrassed Harvard and other MBA's who believed what they had read and were sure they were going to miss the last train to Fort Knox.  As it turns out, that's not where the train went.)


Anyway back to the picture.  It was a major issue for us, representing an exception to a policy that had served Victor well.  No picture, no article.  However it was too good a public relations (PR) opportunity to pass up.  So the team - my boss Peter Martosella, Joan Coleman, and I flew to LA to meet Victor for the picture taking session at our LA office.  And lo' and behold there, in full color in the September 16, 1985 issue we were.  I'm sure sales of that issue soared as my family in New Jersey and California cleaned out the newsstands.  (I'm sure I can still lay my hands on 50 copies.)


Although I left the Palmieri Company upset with Victor, I remain grateful to him for the opportunities he and his partners provided.  Victor was generous to all of us.  Not only were we always paid and bonused handsomely, but also from time to time Victor allowed us to participate in opportunities that were solely his or made available to him so that his name could be shown as one of the participants.  He in turn, offered us portions of his share at his cost, in some cases giving up his entire portion.  These participations were in addition to our other compensation and a very generous deferred compensation package.  


As a result of what I believed was more than fair treatment and because the work remained exciting and satisfying there was virtually no turnover among our key personnel for almost 14 years.  We grew and learned together.  It was wonderful.  The tools and techniques that are the subject of this article would not have been developed or refined without the oppor​tunities provided by Victor and his partners.


As you might expect as one becomes more financially secure there may be a natural tendency to want to slow down and enjoy the pleasures that financial security makes possible.  The hunger and drive start to dull.  Sixty, seventy-hour workweeks, many away from home, become something to gripe about.  You get grumpy.  After 14 years and 4 months I found something that made me very grumpy and I left.  It was time.  

  RPF, Inc.

I told myself I would take sometime off, but just in case I set up a sub S corporation to keep what ever business life I might pursue out of my personal finances.  The vehicle was named RPF, Inc.  The meaning of the initials are known only to my father and a few family members.  I said I was retired.  As I look back on the years RPF, Inc. has been in business I really have been working about as much as before, but it doesn't feel the same.  I'm not grumpy.  I actually say no to possible clients if the work doesn't meet three criteria: 1) The work has to be interesting, 2) the people have to be fun to work with and interesting, and 3) I have to be able to make a few bucks.  All three criteria are now equally as important and if one isn't present, like Nancy says, I just say no.  


I still do "hands on" work if the client is in my time zone (EST).  (No more long nights alone on the road.)  And I enjoy serving as a paid Director.  (I guess the gray hair counts for something.)  Moreover the tools and techniques allow me to do rapid diagnostic work for a wide variety of clients.  Work that identifies hidden values or troubles and fixes for organiza​tions of all types.  Law firms, banks, and word of mouth keep the clients coming.  I have no overhead and don't promote or advertise my services and still love what I do.


And now a confession, a cardinal sin: I sometimes give my services away.  If I find a terribly interesting problem with good people involved who can't afford me...I just give it away.  (Forgive me Victor.) 


I planned to work about half time.  It didn't work out that way so I started raising my rates.  When that didn't work I really did just say no.  I really am going to take more time off.  Honest.

II. Issues, Troubles, Problems, Things That Need to Be Fixed:  Where Do You Start?

Triage - Sometimes You Don't

Where do you start?  The answer is "Sometimes you don't".  I believe, as suggested above, part of the early success of The Palmieri Company was the result of just saying no; saying no to projects that our initial review indicated were too far gone or required specific skills we knew we didn't have or could not easily or reliably "rent".


Doctors call it triage.  In times of great demand for services the Docs pick the cases they believe will result in the maximum number of survivors given the available skills and re​sources.  Others that are either too far gone or require procedures that will consume extraordi​nary resources may be given morphine, made as comfortable as possible, and allowed to pass away.  


The opportunity to make money, a lot of money, or to occupy center stage can have a powerful influence on your decision to engage.  (Here comes the simplistic and obvious ad​vice.) Look at your experience as it relates to the skills required for the work.  Be honest with yourself.  Discount your own press clippings.  (If you have been in the business for a while you know the business press loves talking about "magic" and "super-heroes".  Magic and super-heroes don't really exist.  You know how we all have laughed at those press "experts".  Don't believe their flattery either.  Only you know you really can't - and shouldn't - do every​thing.) Have you done it or seen it before?  Do you have an initial set of hypothesis readily available based on previous successes (yours or those of others) after your initial screening review?  If it is too far gone, if it seems it will be a close race between your being able to structure and implement the changes (organizational, financing, hiring, dispositions ... etc.) and the organization running out of cash, (CASH IS KING) don't do it. 


In addition to knowing yourself and the resources you may have readily available, you can improve the odds of making the right decision on whether or not to engage by including one or more of the following procedures or questions in your screening review.


Perform an Industry/Company analysis.  How does your potential client stack up against the rest of the industry in all aspects of its financial structure and operation?  Perform all the standard balance sheet and income statement ratios to find the differences between your client and those that appear to be doing well or better.  Is the underlying business sound?  Is the real pressing problem primarily on the right hand side of the balance sheet?  Is the Chapter 11 route the likely fix given what you've found?   


Market share trends?  Head count trends?  All the standard operating ratio tests?  What has been going on in the industry?  Is anyone making money?  Are there any other companies or organizations similar to yours doing well?  What are the gross margin trends in the industry compared to your potential client's?  Is the whole industry in shakeout mode?  Are there barri​ers to entry or can anyone do it?  If you can, obtain perception about your client from others in the industry.  From bankers and creditors.  Listen and learn as much as you can.


Can you readily spot anything unique about your client or its potential?  Do they occupy a niche?  Is there one they could?  Do an "80/20" analysis; that is, find out what percentage of their activity produces what percentage of their profits.  If you discover that a small portion of their activity (say 20%) produces 80% or so of their net cash flow you prob​ably will be able to have a great impact.  Are the ratios or performances of some divisions, departments, outlets much better than the average performance?  Much worse?  The answer to rapid improvement may already exist within the company.  You'll be amazed at the reasons the non- or under performing mangers will give for not adopting successful structure or techniques already in existence.  In any case wide internal performance differences present wonderful improvement possibilities to the trained manager of change.


In the turnaround business you are only as good as your last success.  Failure can be fatal.  (Sandy Sigeloff and Victor Palmieri's phones are not ringing like they used to based on some of their most recent efforts - Federated, Crazy Eddie/Chronar.) If you find yourself willing to say yes to almost any opportunity that is presented, you will probably fail badly and publicly sometime soon.  If you have doubts about having what it takes to be a smashing suc​cess JUST SAY NO!  We found the more we said "no" the more we were pursued and from that wider presentation of offers and opportunities we were able to select the ones with which we knew we could be very successful.  


Now, if you decide to engage....... the article continues...   


If You Decide to Engage....

Except for my time with SONJ I have never conducted my work for a company or organization that was running well.  So I don't know if the techniques described below will be useful outside of troubled companies, organizations, or assets.  I believe they should be, but that's a subject for another time.


My work then has always brought me to trouble.  Something was or was perceived to be wrong.  Most of my experiences have been in fairly complicated sometimes messy situa​tions.  So, a question that Dr. Michael and one or two others have asked (and I did too when I first arrived at McKinsey in 1970) is "Where do you start?”  Actually that answer is quite easy.  The tough question is what do you do next - after you start.  The tools and techniques below have been honed over my career answering the second question.


When my colleagues and I arrived at a company or organization someone - the Board, CEO, Trustee, Court, Owner, Creditors - had already decided something was wrong.  In severe cases the measure of the problem was as obvious as the bottom line, chaos, no cash.  In less severe cases it was more subtle - measured in terms of efficiency, unacceptable rates of growth or change, failure to meet Goals and Objectives, squabbling executives or employees -- and various combinations of all of these Symptoms --emphasize Symptoms.


What I hear at first then, is the client's description of the results or Symptoms of a problem, most likely a process that may have been underway for some time.  They are the client.  That is their focus.  That's where you start.  


Looking back, a good example of "where to start" occurred when I was a relatively new associate at McKinsey.  John Garrity, the managing director of the Washington office, took me along to meet Dr. Joseph Charyk, the CEO of the Communications Satellite Corpora​tion (Comsat).  The problem Dr. Charyk laid out to Mr. Garrity in my presence was this: "John", he said, "my executives are constantly bickering.  I am spending more time as a refer​ee than I am managing the company.  Would you take a look?"


We did.  Six months and $500,000 in fees later (that was a 5" report with exhibits back then) a complete restructuring of Comsat resulted.  (Comsat was particularly interesting be​cause it typified what has to be done to take an entrepreneurial or R&D based company, still operated by some of its original thinkers, through the transition required to establish an operat​ing, institutional mode.  It is often a painful, sometimes sad time for those original folks.  Many can't tolerate the pain.  However the transition can be managed.)


The Issues, Problems to Be Solved then, start with a perception of something(s) being wrong - an Issue(s) to be dealt with.


In large complex companies or organizations Issues, Problems may be found every​where -- scores of them -- perhaps hundreds..or more -- in all shapes and sizes.  From those that are really minutiae to those of major substance, from those that are Causal to those that are really Symptomatic, each at some level important to one constituency or another.  


Where do you start?  To help me quickly figure out what is really important, what is really going on, to determine which problems require resolution first, I build an Issue Hier​archy.  YOU SHOULD NOT ATTEMPT TO SOLVE ANY PROBLEMS YOU IDENTIFY BEFORE YOU COMPLETE THIS STEP.   
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III. The Issue Hierarchy
                        THE ISSUE HIERARCHY

       


                    











Don't despair.  I contend, based on my experience the Issues you will deal with in any organization, when properly analyzed, fall into one of these five levels and only these five levels.  Moreover, I have found that most (80-90%) of the Issues at level five are Symptoms of Issues at level four and above.  Likewise 60 - 70% the Issues encountered at level four are Symptoms of Issues at level three and above.  About one third of the Issues at level three are really related to Strategy and Goals and Objective Issues.  Symptomatic Issues can be made to simply go away when you identify and fix the Causal Issues.  (Read on McDuff..) 


Further, understanding the relationship of these levels to one another is critical for structuring the Issues for analysis, so that when the analysis is complete the solutions result in an integrated, mutually supportive, approach to the Issues as a byproduct of your efforts.  (A works with B, B works with C, so A works with C) (Stay with me.)


The shape is significant.  If I still remembered how to do it I would draw the descend​ing sides of the triangle logarithmically to better indicate the relative number of Issues found at each level.  (And to indicate the relative number of consultants, practitioners and snake oil salesmen ready to "assist" you at each level.)  In any case the levels as shown in the figure above are:    
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         Level     Issue Type




I    Goals and Objectives





II   Strategy





III  Organization





IV   Management Process





V    Management Information


The Model


Goals and Objectives: All organizations have some purpose.  They don't exist for existence's sake.  They may lose sight of that purpose over time.  Their purpose may change or have to change, but a purpose, achieving some Goal is their reason for existing.  


Goals and Objectives Issues are the highest order Issues you will encounter, the stuff of the Board Room.  They ultimately will be identified with the hard question "Does what we are trying to accomplish still make sense?".  


However the questions that get you there are those directed at getting a clear statement of what those in charge believe the Goals and Objectives are.  What is the purpose of this company?  Division?  Branch?  Department?  Group?  Person?  Say it.  In one or two, no more, short sentences state it.  Write it down.  I'm making a big deal out of this because it is not as easy as it sounds.  Try it.  You would be surprised by the number of times I have found Board members as well as the top executives of well known organizations disagreeing on those simple sentences.


Everything an organization is or is attempting to do flows from...is directly related to its Goals and Objectives.  If these are not clear TO EVERYONE dysfunction, wasted resourc​es, failure are almost certain outcomes.  Conflicting, unclear, misunderstood, or misinterpreted Goals and Objectives will propagate Symptomatic Issues at every level of the Issue Hierarchy.  It is like having a mistake in the DNA in the first cell division of a new organism.  Heaven only knows what you might wind up with.



Strategy: So if a purpose is the reason for an organization's existence, you can expect that their exists somewhere a concept of how that purpose will or should be achieved - a Strategy for achieving the purpose, for achieving the Goals and Objectives.


Strategy then is always spoken of in terms of the agreed upon Goals and Objectives thusly: "Given those goals and objectives what is the best strategy to employ to get there?”  Your first time through you might have difficulty separating strategy from Goals and Objec​tives.  Goals and Objectives speak of "what", Strategy speaks of "how" in conceptual terms.



Organization: The physical part is next, organizing, marshaling the resources believed to be required.  


Organization then is a function of both the stated Goals and Objectives and the Strategy selected to get there.  That is, given the Goals and Objectives, given a particular Strategy, how do we best organize ourselves, how do we organize our resources to best implement the partic​ular strategy to get to those Goals and Objectives.  What do we need?  What resources?  What organizational units?



Management Process: The resources have to be coordinated, applied to the Strategy.  Therefore you can expect to find processes set up or defined through which those resources interact.  


Hence appropriate management process itself is a function of the Goals and Objectives, Strategy, and Organization.  That is, given the Goals and Objectives, given the particular Stra​tegy, given the organizational units, what are the best management processes through which the organizational units should interact in order to best implement the Strategy to get us most efficiently to the Goals and Objectives.  



Management Information: Determining the information on how to help, how to measure and support the Management Process is the final ingredient to pull it all together.  


Management Information also is a function of all that comes before.  That is given the Goals and Objectives, given the particular Strategy, given the organizational units, given the management processes, what management information is required to best support the manage​ment processes through which the organizational units interact in order to best implement the Strategy to get us most efficiently to the Goals and Objectives.


And Voila, there you have it.  A purpose, a strategy, organization, management pro​cess, and management information.  That's all it takes.  Perfect harmony.  In a perfect world you could sit down with a clean sheet of paper and design perfectly ordered, focused organiza​tions given these basic design principles.


I haven't run into one such perfectly designed organization in my career.  Of course all I've dealt with is troubled companies so that's not all that surprising.  Based on what I have encountered, however, even if an organization started out in the utopia described above, most do not have the mechanisms to maintain the harmony - thank goodness - or there wouldn't have been a need for McKinsey or Palmieri.  


Goals become ill-defined or don't change when they should.  Strategies need to be changed but aren't.  Organization of the resources doesn't change to meet new strategy.  The organizational units become bloated and ineffective as executives and managers pad their staff and status.  Management process remains unchanged even in the face of changing organization.  And lastly the poor MIS director - at the end of the whip - is often the last to know of and fully understand the changes in organization and management process, which he or she must support.  So he or she is forced to chase the company's needs, always requiring more resourc​es to do so and as a result top management operates increasingly in the blind.  The downward spiral accelerates.


I have sketched a model; a theory of what comes first, second, third, fourth and fifth in a perfect world.  Because the world isn't perfect does not lessen the usefulness of the model.  In fact you must accept the model as gospel.  For me it has been the key to the mint.   


Remember, if you've decided to engage your goal should be to quickly identify and solve the appropriate problems.  First and foremost The Issue Hierarchy provides the frame​work for properly categorizing and relating the Issues.  There is, as shown, as the model suggests, a logical hierarchy that you must keep clear in your mind at all times as you try to determine what is wrong and why.  It is a tool that helps you sift through and organize the Issues you identify, readying them for analysis and solution.  


Perhaps the single most valuable result of use of this tool is the rapid ability it provides the user to separate Symptoms from Causes.  As stated above, many "Problems" -- Issues at one level of the Hierarchy will be "Symptoms" of a single Issue at a higher level which, in turn, may be easily corrected, making the whole set of Symptomatic problems go away.  Problems I like best are those I don't have to solve, problems I can just make go away and not have to build mechanisms or procedures to deal with.  Using the Hierarchy can also help high​light Issues that are Symptoms of Issues at the same level.  This tool will help you make them go away also.  That should always be your first choice.


So with time your most valuable resource DON'T jump in and start solving problems.  Structure the Issues.  Find out which ones are Symptoms.  You then can make them go away when you analyze and solve the Causal Issues.  The Issue Hierarchy is your best friend if you fully understand it and use it.  


I honestly believe, based on my experience, that if I had only 1% of all the money Corporate America spends each month on treating Symptoms I could bail out Donald Trump with my petty cash.


Later in this article I outline some of my favorite approaches to smoking out Issues at all levels.  After a while Issue identification and structuring gets very easy.  When I start an assignment now I actually feel like I'm cheating - like going in to take a final exam but it's OK to have all my books and notes with me.


Ok, so that's the model.  Now go ahead find all the problems - Issues - in and about the organization.  Every Issue you find when properly framed will fall into one of the fives levels.  You must not stop until every Issue you have time to identify is labeled by you in this way.  Write them all down.  Physically build the Hierarchy.  (I have used 3 x 5 cards on my office floor or walls early in my career.)

As in all things relevant experience makes this phase easier.  Identification of higher level Issues - the ones whose resolution will most likely result in the highest payoff - monetary or by elimination of many Symptomatic Issues - will occur more quickly to the experienced.  


Time and budget restraints force a form of Issue Identification triage on you.  So being able to identify and classify the big ones early is in everyone's interest.  That's the way it is.  The lesser Issues can be dealt with in "Phase II" or "Next Steps".


Got it?  That's the framework.


Now what?  Solve, resolve all those problems - Issues - you've discovered.  Use The Dialectic.

IV. The Dialectic  


The Dialectic is a method of logical argument in which contradictions are disclosed and systematically resolved.  You start with a thesis (an hypothesis), you challenge it, test it, try to disprove it - that is develop an anti-thesis (antithesis), synthesize the thesis and antithesis to develop a new thesis (new hypothesis).  These steps are repeated until the hypothesis can no longer be disproved resulting in a final thesis - truth - a conclusion.  (Whew!)


This esoteric sounding approach is actually straightforward and is the key analytical tool used to get to the "truth" in resolving our business problems.


Here's what you do.  At this point I have assumed we have finished our Issue identifi​cation, classified our Issues on our Issue Hierarchy thereby revealing and leaving for solution only our Causal Issues.  Now for the fun part.  Guess the answer, the resolution, to every single Issue you have identified.  That's right guess.  Form an Hypothesis on every one.  Write them down.


Now back to Karl Marx.  You must now try to disprove every one of your hypotheses.  Test them all.  Gather whatever data you need to do so.  Interviews, data collection and analy​ses.  Don't fall in love with any of your guesses.  Keep digging.  Test them out.  Form new ones from the old ones based on what you have found.  Test them again.  More discussions.  More analyses.  More interviews if necessary.  When you can no longer find any evidence to disprove your last hypothesis the last version of your hypothesis becomes - Ta Da - a conclu​sion.  Sounds simple.  It's not.  I have just condensed years of doing it into two paragraphs.  If you understood it, that's it.


This tool can and does work in the hands of a disciplined novice.  Its application in the hands of an experienced executive can dramatically shorten the time it takes to arrive at the "truth".  
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A word of advice to the novice: Be careful in your interviews as you test your hy​potheses.  They will sound like you are stating conclusions to most people.  If you are early in your analysis they can sound pretty silly.  Question around them.  The interviewee does not have to know what you are after.  


When you are done with this phase you will have an initial set of solutions to an in​tegrated set of Causal Issues faced by the organization.  While that's great, it merely sets you up for what is the most difficult and valuable step.  Making it happen.


Summary

The Issue Hierarchy and the Dialectic are tools.  The former can help keep you fo​cused, help prevent you from wasting your time developing solutions for problems that are really Symptoms of other problems.  The latter is a tool that can methodically take you from Issue to Conclusion.  Although I have discussed them separately it should be clear they can be used together as you proceed.  


When the day is done, before moving on to Implementation you must be able to answer "Yes" to all five of the following questions:


 If I am able to successfully implement all of the solutions to the Causal Issues I have identified: 



  1. Will I have a company (organization, division, department, unit) with clearly stated, agreed upon, Goals and Objectives?



  2. Will I have a clearly stated, appropriate, agreed upon Strategy to employ to get to those Goals and Objectives?



  3. Will I have the appropriate organizational units and resources to effectively implement that Strategy?



  4. Will I have a rational management process through which the organizational units interact to best implement the Strategy?



  5. Will the management information system adequately support the required management processes?


You must be satisfied it is all true.  You must revisit these questions as you proceed.  As I said earlier, the Issue Hierarchy is your best friend.  It all starts there.


Here is where the article and book version differ.  In the book at this point I will in​clude specific examples and anecdotes to illustrate the usefulness of the Issue Hierarchy and the Dialectic before proceeding to Implementation.  In the article form (what you are reading) the next section will provide helpful hints on the use of these tools including some approaches I have found most productive.  Section VI.  deals with the use of outside consultants to solve your problems -- what to look for, expect and be wary of.  (You can skip this section if you have never used or never plan to use consultants or outside professionals.)  Section VII.  covers implementation, making it happen, managing change.  It is followed by a brief conclu​sion.

Hooray for Hubris*

Hubris is a turnaround specialist’s best friend.  It is the primary reason many of us live comfortably.  “Headquarters Hubris” is my favorite, followed closely by a related form, “Staff Hubris”. (What is he talking about?)  Folks, get out your chainsaws and get ready.  Here we go.

First, (only shareholders and line executives are going to like the next sentence.):  there is not a single corporate headquarters (with perhaps the exception of 3M and one or two others) that cannot be reduced a full 25% with little or no impact on what the company is actually doing.  In fact, in most cases, the reduction or elimination of substantial HQ personnel would be greeted with peals of applause and gratitude from the people that actually make a living for the company.  Profitability and efficiency will increase almost automatically.

But, isn’t HQ the place where all the high price “talent” is supposed to exist.  Gee, if you are among the chosen, you must be smart, right?  So, the next thing you think of or say must be smart, right?  And you have the power to make it stick, too.

Second, there is not a corporate headquarters (same possible exceptions) where, what should be a clear, bright line between staff and line functions, has not been blurred or obliterated.  The results are demoralization of line executives and yet another form of organizational atherosclerosis.

I’ll be back to all this shortly.  But first a digression about how Hubris happens and the “Point of Inflection” on the Hubris Curve.

How Hubris Happens

My original thesis was that of a hardworking 37 year-old who stops for a moment, looks in his/her checkbook and sees a lot of money.  Probably more than he/she expected to have at that age.  There is an epiphany:  “Gee, I’m rich!”  Followed often by the thought that is really the beginning-of-the-end:  “Gee, I must be smart.”  If there is no intervention at this point, this likely failure-in-the-making slips past the “Point of Inflection” on the Hubris Curve.  (The worst-case scenario is someone who is born rich or inherits it.  With all the usual hangers-on kissing up and telling him/her how wonderful, smart, talented etc. they are, at the start, these folks are already past the Point of Inflection.  If they are also in charge or have great influence, the disaster simply happens sooner.  Read on.)

Below is the Hubris Curve.  We all start out with a little.  All that attention that is showered upon us soon after we enter the world!  Soon we find that those big funny looking creatures peering down at us think we are neat.  So we must be --- otherwise they wouldn’t come and do stuff to make us feel better every time we make noises; that is, communicate with our initial vocalization skill sets.  So the Curve doesn’t start at zero on the Y-axis.

There are no units of measure on the chart.  The amount of time it takes and the amount of Hubris can vary greatly. It is the shape that is important.
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We have all probably witnessed the process at one time or another.  Early successes, much press or praise, increasing power and influence – and the critical point is approached.  Those who are well grounded, or those who have not systematically (if not unconsciously) gotten rid of good, questioning subordinates, those that haven’t surrounded themselves with “yes-men/women”, haven’t been seduced by power and enthralled by the (forgive me) brown-nosers, need not travel the Curve above.  However, because I’ve dealt, primarily with corporate wreckage, I know this was the Curve they rode, taking all their worshippers with them.  Once past the Point of Inflection and out of the Recovery Zone, failure is inevitable.  Only when, not if, ... only how many others will be hurt, are the remaining questions.

As depicted above, for a short time past the Point of Inflection is the Recovery Zone.  Intervention, recognition of the process underway at this point, may allow for decision making/process changes that can avoid disaster.  Unfortunately, it is more likely than not, that the forces bringing a company to this point on the Curve, are still at work.  Thus a move into the Red Zone and collapse is almost a given.

After the fact, behaviors and decisions made in the Red Zone by, what seemed at one time to be competent executives and their advisors, appear incomprehensible.  “What were they thinking??!!” is a common expletive … among others.  Clear signals of impending crisis were either ignored, or not believed by the faithful.  Hope and faith replaced facts and figures.  Bad news stopped, or had already stopped getting to the top.  Naysayers in the Red Zone were viewed as worse than traitors, were expiated, and summarily dismissed.  

It really gets bizarre.  I’ve been there at the wreckage.  Even after the collapse, some survivors are asking for just a little more time to work things out.  Unbelievable!  But such is the blinding effect of Hubris.

Now, back to the pitch…

Hooray for Hubris …. Cont’d

Headquarters Hubris

Headquarters are dangerous places.  Money, power, perks and all the rest that comes with it, are very seductive and powerful motivators.  This is true even in what are “small” companies.  Put a bunch of humans together and watch the hierarchy begin!  Mix in money and power, and you better start watching your back.  

As un-pretty as this sounds, as a turnaround specialist, accept it as a given.  Welcome it!  For in this darker side of human nature lies the potential for the turnaround specialist to do dramatic, far- reaching work in eliminating “Causal” Issues at the highest levels.  It is guaranteed to eliminate slews of “Symptomatic” Issues.  It will ring-the-cash-register loudly for shareholders and it will make the turnaround specialist a hero to the working stiffs --- that is, most line executives in the organization.

(Below you will find a section on overstaffing, ways to spot it, and some explanations of how it occurs in line organizations.  I am going to steal some of that material for this section, so I know it will seem like some repetition below.  Bear with me.)

Hubris is a human failing.  Corporations, businesses are not humans. (Duh!) They are collectives.  They are the sum total of the personalities contained therein, most heavily weighted by the traits and MO’s of the leadership.  But Hubris happens one person at a time.


OK, you have been invited to take a position at --- tah-dah --- The Corporate Headquarters.  You could be a senior executive or a brand new MBA.  It doesn’t matter.  Wow!  Mom and dad are so proud.  You feel some trepidation, but mostly you are thrilled and delighted.  Somehow you’ll find your good fortune slipping into your conversations with friends and around the dinner table with relatives.  Admit it.  It feels good.  You are finally on your way big-time, or, you are just on your way.  However, as some folks I’ve dealt with found out, where they were actually headed wasn’t what they’d hoped for.

So it goes: I’ve been selected to work at HQ.  I must be smart.  If all those folks out there in the world were as smart as I am, they’d be here too.  So I really must be good and smarter than most, right?  At least whatever I was doing impressed enough folks to get me here.  So from now on I’ll go with the instincts that got me here.
Now, take that feeling and add to it the feelings of virtually every other person at HQ.  At all levels.  (From what I’ve seen, the resulting “total” Hubris seems larger than the sum!)  Big edifices, very often at impressive addresses, or at (newer trend) “campuses”.  Jets.  Butlers.  Executive restaurants.  Cars.  Assistants.  Assistants to assistants.  Lots and lots of VP’s and AVP’s with impressive titles.  Lots of expensive wood paneling.  First class travel.  First class hotels. First class restaurants.  It is amazing what accoutrements Hubris can make necessities of.  What the hell all of this has to do with making money for the shareholders seems not to be examined very closely -- until there is no choice, and it has to be.  Thank goodness for me … and you.  (Hear those chainsaws purring yet?)

As I said, HQ is a dangerous place.  Everyone “knows” they’re smart.  The competition for power, recognition, status, MONEY becomes an increasingly important factor in everything you do or say everyday.  The more people, with bigger titles reporting to you  becomes increasingly important.  Being invited to “important” meeting – eventually any meeting – indicates your indispensability to the indispensable things underway at HQ.  You will tend to spend more and more time thinking about yourself, appearances, and what is best for you. (Shouldn’t the Company figure somewhere in this calculus?)  

This stress from this competitive environment is everywhere, sometimes subtle, increasingly not.  The phrase “stabbed-in-the-back” is probably heard frequently around the water cooler at HQ.  People getting to the top in this environment certainly have some special skill sets.  Sadly some folks are simply creatures of this environment.  Their strongest skill set may well be how to work their way through the politics, slings and arrows of the organization to positions of increasing recognition.  Hitching their wagons to the “right” star, but also knowing when to abandon that star if it starts to dull, or to latch on to a brighter one if it presents itself is a subspecialty skill set.  (Sound familiar to some of you who are living this right now?)  Amazingly, some of these folks have little other substance. They just were masters of Organizations 101.  Incredible you say?  I think not.

HQs are much more than expensive, dangerous places.  They can, and often actually do cause real damage.  More often than not the corporate purse strings are controlled by HQ.  All budgets, modifications thereto, and new projects must eventually be “approved” at HQ after great study and thought by the desk jockeys there.  Committees are a great way to syndicate responsibility (and a great place to be seen).  So many things, both great and small, may find their way to examination and study by one or more HQ committees. This glacial process goes on while the folks in the field, line executives, wait … and … wait … and.  When something that may resemble what had been proposed comes down from Mt. Olympus (HQ), an opportunity may have already been missed.  If the changes or the delay result in a bad outcome, guess who takes the hit?  Certainly not the smart people at HQ.  Its those morons in the field who just can’t get it right.  Gee, if they were as smart as we are, they would be here with us at HQ also, right?

It doesn’t take long for this drill to demoralize the line executives.  It tends to reduce creativity and risk taking throughout the organization.  Eventually the spark goes out and they wait for HQ to promulgate new programs – which they know they will take crap for if it doesn’t work.  Pretty soon everyone in the field spends increasing time writing “CYA” (Cover Your Posterior) memos, as about the only defense left for possible failures.    

Yuk!  What a mess.  But what does it all mean?  Again, what do these corporate Gomorrahs have to do with the “business” the company is supposed to be doing.  Oh, that!  You mean playing HQ chess all day may not contribute to the bottom line?  

You, of course, are right and can plainly see where this is going.  However, remember, the people there really believe this is the world.  They may even believe the Company would be devastated by their loss.  Many, however, at some internal level, realize much of what actually goes on in these bloated dens of iniquity is 75% (or more) bull----.  In fact the use of the Issue Hierarchy can quickly identify what is needed and what can and should be quickly discarded.   

Like the Hubris Curve above, all this doesn’t happen at once.  HQ’s may have taken years, a decade or more* to slowly evolve into the overblown, expensive, self-important places you’ll find there when you first show up.  Don’t be intimidated.

I distinctly remember my first visit to one of AT&T’s “campuses” in Baskingridge, New Jersey during the Arbinet start-up.  We were there selling, but my turnaround heart went wild when I saw huge parking lots crammed full of cars – all those buildings – huge buildings – lot’s of huge buildings – crammed full of executives out there in the country.  They were all so busy!  Only when AT&T almost ran out of cash, did these geniuses turn inward and finally figured out that most of the people inhabiting those buildings could be fired!  Their former sister company, Lucent, finally got around to cutting HQ only when they were teetering at the edge of bankruptcy, and someone with clout did the math!


I believe periodic looks at every HQ, forced and sanctioned by outside Directors, could prevent this predictable trip up the HQ version of the Hubris Curve.  However, remember, the folks at HQ have the clout, the will, and the need to protect their turf, their world …and they will … vigorously.  

So, you may be among the few to have quantified the largess.  However, unless you are Class III (see below), you will not be able to change anything at HQ for all the obvious reasons, so move on.  It will be much like throwing a handful of bee-bees at a freight train; all you can say is that you made contact, but not a hell-of-a lot of difference! Shareholders be damned.  
Staff Hubris 

I said above, there is not a corporate headquarters where, what should be a clear, bright line between staff and line functions, has not been blurred or obliterated.  It is most often found at HQ but can also be found within some line shops as well.  So what?


This is one of those fundamental principles of organization and process.  I have taken this one to the bank more often then any other approach to identify Causal Issues and resolve Symptomatic ones.  I must admit, this is my favorite.  Perhaps because of my Industrial Engineering training, I always had a clear understanding of the difference between line and staff functions and the importance of each.  Moreover, my turnaround work revealed a) how easy it is to lose sight of the important distinction and the enforcement of their separation, and, b) the devastation the preceding lapses can cause.

In simplest terms: staff advises; line implements, operates, and takes responsibility for results.  In other words, line leads and staff serves.  Simple, huh?  A true staff function is tasked by the line mangers to find improvements, better ways to do what we are doing, new things to do with old stuff, new things to do – period.  Staff presents its findings to line management including cost/benefits, risk/rewards, competitive comparisons/analysis etc. and recommendations, possibly with alternatives.  Staffs’ job is to make their line managers look like heroes – for everyone’s benefit.  

The KEY here is that staff is responsive to the line managers.  The line managers evaluate what the staff has to say and decides what if any, of the staff advice to take.  The line manager ALWAYS has both the authority and responsibility for outcomes within his/her area of responsibility.  If he/she does well, he takes the credit, promotions and bonuses.  If he/she does poorly, he/she takes the hit.  No one to blame it on.  Good line managers know exactly how to get the most out of good staff.  Some willingly share the credit for the success good staff work helps achieve.  

So where’s the problem?  It begins when the staff folks that support a line manager, report to someone a level or more higher than the line manager they are supporting.  Human nature and self interest being what they are, they now are more interested in scoring points for their boss than directly for the line manager.  The we/they begins.  It gets worse when someone high enough says to the line manager – “.. just wait ‘til were done with a quick evaluation of what you want to do”.   The blurring between staff and line begins in earnest.  Place the staff remotely; heaven forbid at HQ, and the line manager is really screwed.  If this power accretes at HQ, you can bet it will never go back to the field or line.  It is too juicy of a power pill to ever give up in the HQ environment.      

Here we have the extreme:  a group of staff people with enormous apparent and actual authority over what the line executives can or cannot do, with little or no responsibility for the outcome.  We have semi-emasculated line executives (or whatever the politically correct way to say this for female line executives), with full responsibility for results, but without the full authority to achieve them!  Ugly.

This result too, does not happen all at once.  It evolves over time. The folks inside just accept it as they way things are done.  This basic management violation virtually leaps out at the turnaround specialist who has the search for this monster right at the top of his/her list.  Causal Issues will be begging to be solved; Symptomatic Issues to disappear.

Real Example – Levitt Homes

When I was in my mid-thirties, The Palmieri Company was appointed by the Court to run Levitt Homes.  This was a divestiture forced on ITT when they purchased the Hartford Insurance Company in the 70’s.  ITT bought Levitt several years earlier for approximately $500 million from Bill Levitt, the legendary post World War II builder of affordable tract homes.

By the time we arrived, the Company was hemorrhaging cash.  If it weren’t for ITT’s corporate ego and their weekly cash infusion, there was no company.  They had, in plain words, ruined it.  It had been ITT-ified.  How could you have a real company without a fully functioning HQ?  If Bill Levitt made so much money with just a couple of people around him, when we at ITT install our geniuses, we are going to make a lot more!

We took a quick look at the numbers.  SG&A was 27% of sales!  The industry average was 11.4% and the industry was in trouble!  This was going to be easy.  Chainsaws jumping up and down in the trunk as we arrived.  726 people at the HQ.  

So, as per plan we got to the HQ in Lake Success (really, a town on Long Island), very early our first day – 7:00AM.  We were going to watch who showed up and when.  Amazing, the parking lot was full.  The building was a beehive of activity, Xeroxes were Xeroxing, phones were ringing, coffee brewing, meetings already underway, computer (an in-house IBM 360-50) was computing and putting out reams of paper, early morning appointments were already waiting in the lobby. 

Wow!  And this went on all day.  Each of us was conducting preliminary interviews in our areas of functional responsibility.  We met at 3:00PM to reconnoiter.  So far we were a little confused, all of the Levitt HQ staff were busy as hell.  So, Plan B.  We decided to stay real late to see who bailed out and when.  5:30PM: everyone still there.  6,7,8:00PM, a few lower level maintenance people leave.  At 10:00PM we left.  The building still a beehive of activity.  What the devil were we missing?

This went on for two more days.  We were still wrapping our minds around some of the complex deals ITT had engineered and some very creative accounting they had done in their quest for EPS.  But underlying this crucial front-end work were those SG&A numbers we knew we had to get a grip on.

I was Palmieri’s (and before that McKinsey’s) “computer geek”, in addition to my CFO responsibilities.  So on day four I visited a huge Levitt home tract under construction on the Island.  I was doing a “bottom-up” look at information flow.  Sitting in the project managers trailer, I asked him what percentage completion he was and how was doing against budget.  To my surprise, he pulled out a yellow pad from his top right-hand desk drawer and gave me his numbers.  Oops.  

When I entered the trailer I had noticed nice, neat, THICK computer report binders, color coded and labeled.  So I asked him about those reports,  “Oh those,” he said, “not very useful.  Late and not accurate.  None of us look at them.  We’ve complained but you know how it is.”  Bingo!

I headed back to Lake Success with a Hypothesis.  I don’t remember if we all got to the conclusion at the same time.  But there it was.  Everyone at HQ was very busy.  They all were doing business, lots of business --- mostly with each other.   The field folks, where the real money was made and lost, found them mostly irrelevant at best, and a real hindrance, at worst!!   And they were!  

For the next six weeks, if you were outside the building, you had to dodge the bodies coming out of there.  (We were not that callous.  ITT provided decent severance and out placement to almost everyone.)   From 726 to less than 140.  The finance shop went from 137 to 38 and I out sourced the computer work.  Got rid of the in-house machine, four systems analysts, four programmers, three key punch operators and three shifts of computer operators!  We then got rid of the final 45 people by moving the headquarters to some vacant, less expensive UPS space in Greenwich.

ITT expected to get nothing out of Levitt except more bills and our Court awarded fees.  We sold a profitable Levitt homes to a Florida homebuilder for $200 million.  A lot less than ITT paid for it, but a lot better than what they expected from the mess they made of it.  The Court awarded us a very nice bonus.  ITT did not complain.

Conclusion

As I said above, Hubris is a human failing.  Corporations, businesses are not humans. They are collectives.  They are the sum total of the personalities contained therein, most heavily weighted by the traits and MO’s of the leadership.  Hence, corporations and businesses can be turned around much more easily than the humanoids that inhabit them.  The Issue Hierarchy and the Dialectic will make short work of reducing HQ to proper size.
(The original Article Continues below……)

V. Using the Tools -- Some Helpful Hints

As I write this I don't have a clear idea who, if anyone, will ever read it.  (Just what the world needs...another "how to" schpiel.)  So I have made no assumption on the level of expertise or interest of the reader.  Therefore first let me philosophize a bit about: "Answers, Analysts, and new MBA's".


As mentioned above the purpose of these tools is to determine the appropriate problems (Issues) requiring solutions - conclusions -answers.  You can strive for the answers on your own, use consultants, analysts or -- the fashionable combination of both -- your own MBA's.  A word about all three.


Answers: "Right" and "Best"

First an observation about "answers".  My engineering training always had me looking for the "right" answers.  I continued to feel an obligation during my MBA years (and I still do today) to continue the search for, if not the "right" answers, then perhaps the "best" answers possible.  I now know that by and large most of the world tries to get by with just plain an​swers.  Some are just better than others.  Some of the "best" answers may not work in a par​ticular situation.  Knowing when to stop trying to optimize and getting on with workable solu​tions is the toughest thing to learn.  Obviously we all do it or nothing would get done.  Thank goodness time and dollar constraints eventually force an end to what could be an endless quest for the "best".  Advice: take your search for the "best" as far as your ability, time, and budget permit, but forget about knowing for sure if you have found the "right" or the "best" answer.  Nobody ever knows for sure.


Simply put, you will never have all the information you would like or need neatly arrayed for analysis to reach your decisions.  In some cases you will have plenty of informa​tion and time to mull it over.  Often you will have only some of what you would like and not much time.  Judgment and experience, risk/reward tradeoffs fill in for what you don't know for sure.  That's the way it is.  Eventually someone has to make a judgment and take respon​sibility for the results.  It's not a perfect world.  Do you think GM knew for sure that commit​ting billions on the Saturn project was the  "right" or "best" use of their resources?  It was, in the end, a judgment call based on the best information and analyses they could do.  Almost every business decision has the same characteristic.


Those who succeed are right in their judgments more times than they are wrong, at least on the critical ones.  Use of these tools to help ensure a thorough, organized approach to Issue identification and resolution can help shade the odds in favor of your judgment calls being right.


Analysts

Next a word about analysts - number crunchers.  In the sections on the tools I men​tioned "analyses" several times in the context of identifying Issues as well as testing hypothes​es.  (I am not going to discuss the many analytical techniques that are well known.  I accept and use them as a given.)  My assumption is there is plenty of talent available to crunch numbers.  (I confess I've crunched quite a few myself searching for "truth".)  Understanding the implication of the number crunching and translating that into effective management action is what really counts.  Number crunchers in my opinion have been greatly overrated.  Many of the best I have met and worked with in my career could not get hungry people to follow them to a soup kitchen, never mind motivating other human beings, and managing the resources to implement the changes the results of their crunching may indicate.  They remain, nevertheless an important tool - an important source of information to the change manager.  (That diatribe ought to make me lots of friends.)


New MBA's

As long as I'm making friends let me continue.  MBA's.  New MBA's.  Ick.  Often disruptive.  Arrogant.  Why don't they learn interpersonal skills among the high-tech goodies they are being taught?  Raw brainpower, being able to out plan, out analyze everything in sight doesn't get the job done.  The case method doesn't hack it in this arena.  Common sense does.  


Human beings make up organizations in case you haven't noticed.  They must be moti​vated.  They must feel they are important.  (The lessons of the Hawthorne experiments are still valid today.)  They must be cared for and dealt with.  Properly motivated and supervised, even mediocre people can accomplish amazing things.  I've seen it.  Likewise the best that money can buy can be made counter-productive by lousy interpersonal skills.  You guys seem to have a lock on that.  You almost always go for the dark side of McGregor.  Why don't you smart asses wise up?  


You too Professors at all those impressive and expensive "B" schools.  We schleppers who have been out here in the real world a while know interpersonal skills are just as import​ant, perhaps more important than some of what you have these characters doing.  You ought to see the damage your products can do in no time flat.  I have.  Over the years my job has been to fix it.  It's amazing what a pink slip does to a $100,000 whiz kid.  (Maybe having an older brother and sister to knock my block off when I deserved it, or I got my MBA in a "kinder, gentler" time, or maybe 15 or so years of learning the importance of interpersonal skills did it for me.)  In any case you Professors ought to do more to enlighten your charges before you send them out to where people are.  I'm serious.  (That paragraph ought to finish me off in academic circles.)


Some of My Favorite Approaches


What I have done above is to describe the approach.  I have not attempted to give you any "answers" to problems.  Understand that the goal of this effort is to do just that - get to answers, conclusions on how Issues (problems) can be resolved.  Experience in the work place can speed your trip from Issue to Hypothesis to Conclusion.  I have several templates I use you might find useful.  In the next several paragraphs I will lay some of them out.


However, starting at the top.  Don't accept anything as given including Goals and Objectives.  A company can have well stated Goals and Objectives, a clear Strategy, perfect Organization, well ordered Management Processes, up to the minute Management Information and still fail if, for example their well stated goal was to produce "The Best Buggy Whips Money Could Buy".  Perhaps if the Goals and Objectives had been changed slightly to: "We Are Going To Supply The Best Leather Products To The Industrial Equipment And Automo​tive Industries." they would have survived.  It may have taken some changes in Strategy and maybe some realignment of their sales approach, but they would have been able to continue to capitalize on skills and resources they already had.  So as you begin everything is a potential Issue.



I have spoken of Issue identification and classification separate from The Dialec​tic but, as you will see, if you are careful, and as you become comfortable with the approach, their application can occur at the same time.



Finding the Issues


Successful application of these tools presupposes identification and classification of all the relevant Issues.  There is no direct way of determining if that has been accomplished.  However, my experience has shown you stand a good chance of getting most on the table by using some or all of the following.  




Interviews and Analyses



As I mentioned earlier the starting point is usually where the client be​lieves the real problems lie.  Sometimes they are right, but not usually.  Understand at this time what you really want to do is flush out all the Issues...those that your client and its em​ployees volunteer, and those that you can deduce or infer from an intensive, broad based 1). interview schedule with the obvious key personnel and 2). analyses of balance sheets, financial statements, operating statistics including the many measures of productivity over time, market share etc.   (There are books on the subject.  It is not my purpose in this article to tell you which to use.  I am focusing only on how to use the results of those analyses.) 


Keep pressing.  You can never talk to enough people.  In companies under stress I've had employees volunteer information they had not even revealed to their boss.  You are devel​oping a comprehensive Issue list for later sorting.  Resist the temptation to conclude anything.  (That's hard.) You can use the Issue Hierarchy to help frame your interview questions and analyses.  That's where the Issues will wind up anyway.





Seek Divergent Views on the Same Issue
                    (The next few paragraphs almost certainly won't make it to the final copy.  Some other analogy will.  But the point illustrated is the importance of listening closely, of carefully, thoughtfully analyzing the differences in perception between two or more parties of what may appear to you as a straightforward Issue.  By doing so, you may find a wealth of useful information not apparent to those in the system.)


 Sex may seem like a strange topic in a business article, but you will see there is a correlation with the subject matter in this instance.


I was the third child in a family of four.  My older brother -- the first born and first son -- arrived seven years before I did.  My oldest sister arrived about three years before me.  I showed up in 1944 and my kid sister two years later.


I know all the stories about the third or middle child, but in my case at least, I think it served me well.  I learned at an early age to listen a lot and I had a lot to listen to.


As I grew up I used to love to follow my big brother and his friends around, and when they weren't using me as a volleyball, I would listen to them talk about everything.  I noticed the subject matter started to change somewhat as they first reached then moved through their teens.  Girls started showing up more and more often in their conversations.  I didn't fully understand their significance but I knew girls must be important or else all my heroes wouldn't be talking about them -- sometimes in graphic detail -- as much as they did.


At about the same time my older sister and her friends were populating our living room.  I was her little brother -- no threat -- they thought I was kind of cute and I was tolerat​ed.  I was occasionally tickled and wrestled with.  I pretended I hated it, but would find ways to provoke it if I could although I wasn't sure why.  I really liked these girl types too.


I noticed their conversations changed somewhat as they entered their teens as well.  But it was different.  Very different.  They would talk about the boys, but the conversations were​n't anything like I heard when I was with my big brother and his friends.  These people, these girls couldn't be what my brother and his friends were talking about -- guessing about, imply​ing motives and thoughts to.  And as for the girls, the reverse was true.  These people they were all gushy about couldn't be the slobs that I knew.  These two types of people must be on different planets.  (I really didn't know which type I liked best or wanted to be like -- thinking I had some choice.)


I just knew something was wrong and I couldn't explain it.  Most importantly I knew, by listening to both types, more than either of them knew about the other.  I didn't know to what use to put that secret information for a few more years.  Time and nature took care of that.


Conclusion: A wealth of very useful information may become available to you by obtaining divergent views of Issues and resisting the natural temptation to determine who's "right".  Instead devote your analytical energies to first understanding the reasons for the divergent views.  You will often find neither is "right" but with your help both could be en​lightened.


Therefore, in part because of the "secrets" I discovered quite early, one of my favorite techniques for smoking out Issues that are not apparent is to ask different executives or em​ployees to give their perception of one of the key Issues in their area or on ones that seem to be apparent company wide.  I'll ask two people the same question but actually get three pieces of information - one point of view from each (that's two) and the difference between the two (that's three).  The difference is often the key to determining what the real Issues are - the Causes of the Symptoms they are probably describing.  Applying your analytical talents first to finding the reasons for -- being able to explain the different perceptions of the same Issues can provide you with a wealth of insight on, and solutions to, the real Issues.  You immediately will know more about the company or organization than, and might even be able to "enlighten", those in it.




Find the Little Old Lady (or Man) in Tennis Shoes



Every consultant knows this one.  In almost every organization there exists an old timer that has never risen to the level of top management that knows every one and everything about an organization, a unit, or process.  The history, the people, even where some skeletons are.  These folks usually have more of a following in the organization and sometimes more clout, than some of the "real" executives.  Some are dearly loved others are hated.  But usually they are out there.  Their relationships and influence will not be found or depicted on the organization chart.  Finding them and getting them to talk can be another bonanza of information, of different perceptions of the real Issues.




Watch for the "We/They" Syndrome



This one has never ceased to amaze me.  Over time organizational units and the people in them can and do lose sight of why they are there, of how and why they fit into the process.  Departments or units before or after them in the flow become "the enemy", someone to blame their problems on.  I've seen inter-departmental, intra-company battles that resulted in employees from one not speaking to those from another and in a severe case, actual​ly sabotaging each other.  Sounds crazy?  Just look around.


These are always Symptomatic Issues but ones that can quickly supply information to get you to, or start you hypothesizing about the Causal Issues.  You can smoke these Issues out by feeding your interviewee the words he or she may want to hear about "how difficult it must be to work with A or B" or how much work they have because Department X never gets the paperwork right.


These seemingly petty Issues have often led me to some fundamental organizational and management process Issues and occasionally all the way to Strategy and Goals and Objective Issues.




Look for Work Fragmentation



As you search for Issues and solutions do not, you cannot accept the organizational boundaries as they are presented.  Keep clear in your mind at all times what the overall goal of the organization is.  Try to visualize the process e.g.: "they buy something, put it away, try to sell it at a price higher than they paid for it, they pay for it, they get paid for it..... they want to do more (less) of this to make more money...."


One of the most useful concepts I have found for challenging what an organization is trying to accomplish and how it is trying to do so has been around since Adam Smith wrote about it and Henry Ford did it.  Simply stated, the principle is to always organize the people and resources around the work to be done, not the other way around.  Sounds simple doesn't it.  Some of the most dramatic Causal Issue identification and resolutions in my experience have been achieved by a straightforward application of those principles.


Just think how silly it would be to build a car by carrying the various parts around from department to department.  Fenders are only done in the fender department on the third floor..chassis are out back, engines are done down the block in the engine department etc.  Instead the resources are organized around the work to be done.  It's efficient and logical, so logical in-fact that the production line analogy is an axiom.


Rule: DON'T FRAGMENT THE WORK.  ORGANIZE, SPECIALIZE LOGICALLY AROUND IT.  VIEW IT AS WHOLE.  VIEW IT IN TERMS OF THE END PRODUCT.  EVERYTHING ELSE EXISTS TO SUPPORT THAT PRODUCT.


In organizations in trouble it is very common to find just the opposite, that is, the work to be done gets organized around the available resources.  No one inside the organization sees that the very approach that they are taking in trying to reach their Goals and Objectives is the reason they won't be achieved.  Following the information system around in addition to inter​viewing, testing for this Symptom is a way to smoke this Causal Issue out.


This one is very tough for those inside the company to identify and fix on their own.  They come into work every day.  They see the four walls of their division, department, or office.  It all looks so permanent to them - it's all a given.  What they do every day is what they have been given to do.  They are managing process, solving problems, building staff and structure in their given areas of responsibility.  As mentioned above add stress, add pressure and they are even less likely to be able to look beyond the given as they are driven to transac​tion mode.  The downward spiral begins.  Often providing more resources to the poor people in these situations actually can make things worse; it can actually hasten the collapse.  When shown the fix, which is usually straightforward reorganization of the people around the work to be done, the reactions range from incredulity to "they'll never let you change things that much".  In my years with Palmieri both reactions would get a smile from me.   


If this solution is the one your analyses produce you can always expect to be able to reduce staff significantly.  Don't expect to be popular.  If there is potential for the organization and there are good people, the worst-case outcome, depending on your point of view, could be a hiring freeze as you find ways to salvage the good people - the real treasures of any organiza​tion.




Look for Dead Wood and Overstaffing



Another premise (Hypothesis) I test early is one you might find surpris​ing.  It is a mixture of "too many cooks spoil ...  etc", the understanding that people basically want to be liked, and most of us will postpone doing what we find unpleasant as long as possi​ble.  


During my career I have sat across the table from a great many people (hundreds) and have had to have that dreaded conversation that ends with a pink slip.  It is most difficult when the person on the other side is an innocent, one that has become surplus because of a fix or because we concluded that the business or function no longer makes sense.  It is somewhat easier, although not pleasant when the person really deserves to get canned.  Now I got paid to do this.  Although I never liked doing it, it comes with the territory.  If you are going to be in the turnaround business you will probably wind up firing people at some point.  You know the story "...some may have to be sacrificed so the organization can survive".  However, I have often found otherwise competent executives who would do almost anything to avoid those tough conversations.  I understand their reluctance.  But there are significant benefits that these managers overlook.  


The obvious one of saving the company money would come to mind first.  However there are others of equal or greater importance.  First, there is no way to disguise under employed or under achieving dead wood from the other employees.  They always know it when it's present.  It can, in their eyes, cheapen the value of their work and can directly lower their productivity.  "Hell, why should I kill myself?  Look at what that turkey is getting paid for.”  It can cause management to look weak and indecisive.  While some might see the human​ist in the boss, in the long run, in the work environment, such behavior is counter-productive if not destructive.  There are other ways to keep the nice guy title.  Retraining, outplacement help, early retirement programs.


Secondly, keeping dead wood around adds to work fragmentation.  (See above.)  In most cases you have got to find something for them to do.  You begin the process of institu​tionalizing inefficiency.  You perpetrate the cardinal sin of organizing the work around a person and, in these cases, the least efficient of those.


Lastly --  and I know this will sound like a self serving rationalization, but I know from experience it can be true --  letting a poorly or under performing employee go may be best for the employee.  An honest face-to-face discussion with the employee of why he or she is being terminated may be just what is needed to turn him or her around.  Termination is a life event for anyone.  Yes it can be destructive for some.  It can also be a turning point for the better for others.


Overstaffing in general is another Causal Issue to test for.  It can have the same origin as the dead wood syndrome, that is, a manager who has been avoiding those tough decisions.  However, it can just happen over time.  If you are inside the organization it becomes a given.  It's a little bit like watching the grass or your kids grow.  You don't notice it because it's so gradual and you see it everyday.  


However don't lose sight of the fact that the size of a department, the number of people supervised is usually directly related to the compensation and status of the executive in charge.  Therefore mangers are conflicted on the matter of head count.  Hence overstaffing may not be entirely accidental.  Outside evaluation is often the only way to get an objective read of the situation.  


Whatever the Cause of overstaffing, the Symptomatic Issues it creates can be far reach​ing.  It almost always results in work fragmentation.  Over time this natural tendency produces the organizational equivalent of arterial sclerosis.  Enter Attila the Hun - me - or - you.  Over​staffing or staffing for the peak and the work fragmentation it can cause is usually easy to spot.  Analyses of the ratio of salary dollars or head count to work product or transactions can high​light trends over time.  Private industry provides reasonably easy methods for dealing with this Causal Issue once identified and quantified.  Like "Bye".


The Government provides a different setting.  "Bye" is more difficult if not impossible to do.  I have seen many examples of organizing the work around the people in this setting.  It can be maddening how a process can be slowed to near paralysis as the work is fragmented.  (This approach to reaching Goals and Objectives must have been designed by bureaucrats as part of some "Full Employment Act".)  Never-the-less, these techniques, with some fun modi​fications, have been and can be useful in Government work.  (But that is a subject for another short article.)


There are many other standard Issues to test for.  Challenge the current strategy.  Challenge the current organizational units.  See if they really support the stated strategy.  Dig in.  Hypothesize away.  For example: We are now doing retail.  When we started we were primarily wholesale.  Issue: Even with this new approach we are losing market share.  Hy​pothesis: We are not achieving market share (or margins) because...not enough people...we have the wrong type of people..... the market is too crowded.....etc.  Perhaps what you should really be hypothesizing is: This new strategy doesn't make sense given our expertise and the fact that there are no or low barriers to entry.  Let's stick to our knitting and cut our losses.  Of course that hypothesis will not be popular with the executives whose ideas originally pro​duced the approach.  So be it.  Remember this is not a popularity contest.

Why Mckinsey (and Others) Do Management Information And Administrative Cost Reduction Studies (and Why You Should Too)

I've hinted at it above.  The reason McKinsey and others agree from time to time to do MIS/management reporting studies (which are looked upon as scruffy assignments by some) at or near the time they are "in the Board Room" is because there is no quicker way to identify management process and organization Issues than by a top down, bottom up review of an organization's management information system.


Remember I told you that MIS is the last thing that should be designed - after the goals and objectives are set, after the strategy is developed, after the organizational units have been decided upon, after the management processes are in place then the management information support is defined.  The management information systems in a company reflect how manage​ment thinks the company is or should be operating.  Information and the paths it takes through the company are analogous to the nerves running through a body.  Analyzing them and follow​ing them where they go and when, looking at the messages they bring is a powerful diagnostic tool.  To the Issue trained eye this effort is a virtual bonanza of information.  You will find paths that lead nowhere; paths that get the wrong signal sent at the wrong time to the wrong element.  In extreme cases you will find a system that was designed for the organization in an earlier stage of its development.  


I mentioned one other type of study you will find on the "Work In Process" sheets at McKinsey - it is the one study that McKinsey associates view as equivalent to a root canal - the ever-popular Administrative Cost Reduction Study.  (I believe they now have a fancier name for it, but the associates know what it really means.)  This is the type of work that gave rise to the label "Efficiency Experts" that many people still associate with consulting.  Needless to say "Board Room" consultants don't like being thought of in such pejorative terms.  But there they are...  by any other name...  on McKinsey WIP sheets.  


Why?  Well first of all as they used to say it "rings the cash register" early for the client.  Without fail a 10 to 15% cost reduction can be counted on in any organization that has not had a good shake down in the preceding five years.  It was (and still is) so damn easy to do.  There are a very straightforward set of tools and templates.  The study is a concentrated application of The Issue Hierarchy and Dialectic with a specific goal to reduce costs.  For me it was a straight extrapolation of my I.E.  degree.  But the real reason is that by itself or in combination with a management information review it provides intimate knowledge of how the organization really has been functioning.  It readily identifies the good managers and processes to be salvaged or retained.  It provides an information packed foundation on which to stand those dramatic recommendations on Goals And Objectives, Strategy, and Organization, - the real Board Room stuff.  The detailed knowledge about the organization adds significantly to the credibility of those recommendations.  As it should.


Why an Outsider (Using These Tools) Can Usually Identify the Real Issues in
            an Organization Under Stress Faster Than Those Inside

Taken together with focused Issue oriented interviews, data gathering, and analyses it is no wonder that an outsider, skilled in these techniques, with a license to do this, can quickly know more about an organization's strengths, weaknesses, and real Issues than the people that have been there for years.  


It makes the inside people crazy.  What they don't understand is that the very nature of organizational unit boundaries (turf) which are accepted as given prevents or at least discour​ages those inside the organization from obtaining the same perspective as an outsider while maintaining objectivity and keeping their heads attached to their necks.  Remember also I am talking about organizations under stress.  This makes it worse for the people inside, and easier for me.  That is because as the stress builds up the poor ....  ah ....  people inside the organi​zation are driven to "transaction mode".  That is they are so busy putting out fires, clearing their in-baskets, transacting day to day business that they can not get far enough back, they can not get their heads high enough to see where they have been, where they are, or where they are going.  They are just hanging on, trying to survive.  


(Which reminds me of an apropos sign I saw on the wall of a mid-level executive at a company under much stress.  It said: "Definition of Auditors: Those who show up after the battle is over .....  and bayonet the survivors." So true.  I'm sure much of my work must have looked the same way to some inside the organizations.)


Summary Using the Tools

The preceding sections contained suggestions to help identify and classify Issues.  They touched on some standard, high payoff Issues to test for.  However, refer once again to the basic five questions you must be able to answer in the affirmative (Pages 16 & 17).  If you can answer yes to each than you are ready to "make it happen".  

VI. The Use of Professionals: Class I, Class II and Class III Consultants: Buyers Be Informed

In the previous two sections I discussed the use of the tools and techniques that worked for me.  Outside help is available to assist you in any aspect of this work.  This section is to put that help in perspective.  The last portion of this section -- discussion of the Class III consultant is the bridge to the final section of this article -- Making it happen.


As mentioned above, outside help, consultants and other professionals are available and only too happy to assist you from Issue analysis through conclusions at all levels of the Issue Hierarchy, across all functions of your organization.  As you look back on the Hierarchy it suggests increasing numbers of possible Issues at each level.  There are likewise an increasing number of consultants and professionals available to assist you as you progress down the Hierarchy from the Board Room to the boiler room.  If you are not routinely solicited by these folks I'd be surprised and you probably feel left out.  All you need is a checkbook and a little faith (or hope).  


When and if you do make that call, or decide to respond to a cold call, what follows may be useful.  At least it will help calibrate your expectations.  At best you may not be sur​prised when you see all that money go away, sometimes with few tangible results to show for it.  


A word of caution:  Consultants and outside professionals will try to solve the problem you define for them.  After all you sign the checks.  Be aware, if you have not properly used the Issue Hierarchy yourself, that is, if you haven't separated Causal Issues from Symptomatic Issues, all that money may well go out for the wrong reason.  Enough said.


I have spent a good part of my career cleaning up after consultants and outside profes​sionals.  Based on that experience I believe there are actually three classes of consultants.  For arguments sake: Class I, Class II, and Class III ranked according to their relative usefulness.  Class I's tend to pretend to be Class II's, and Class II's would like you to think they are Class III's or it is easy to be, and then there are Class III's who believe the other two classes are irrelevant.  (What is he talking about?)


Class I consultants abound around, but are not limited to, Washington D.C.  (They are sometimes even employed by  Class II and Class III consultants.) These are the Describers, the proposal writers.  These are the ones that seem to be able to describe your problems with such intimate detail and insight that you may be tempted to check if someone is actually recording what you've been worrying and talking about in your sleep.  


There is an understandable tendency to believe that if someone outside your organiza​tion can, in very short time, describe what you believe are the most subtle shades of the prob​lems that you are facing, that they must be 90% of the way to implementing solutions.  Don't believe it.  What may very well be going on here may be explained by "there is really nothing new under the sun.”  Fortunetellers are pretty good at discerning what's on your mind by the way you dress, carry yourself, and respond to what seems like a few pleasantries.  Experi​enced problem Describers can do it just as fast.  Especially if they've been doing it for a while.


The telltale evidence that a Describer has been on the scene first is finding a failed effort characterized by a quick overrun of the budget, requests for more funds and time and little if any impact on the problem that was so eloquently described.  The government and many companies just file these under "E" for experience and move on.  


At Palmieri we never hired a Class I.  The best way to protect yourself is also the most obvious - check the references and do it right.  Focus your questions on before and after.  Overruns.  Holding to time and budget estimates.  Believe me, if they are top notch Describers you will have a natural tendency to want to believe what you've heard from and what was implied by these people.  I've warned you.


Class II consultants can actually be very useful.  McKinsey and other "Name Brands" fall into this category.  They all usually are able to do what the Class I does but in addition can work the Issue Hierarchy and Dialectic (or their version of them) very well.  The final results of their efforts - at least the good ones - is a well written, well integrated, well justified set of specific recommendations and action steps covering Issues at any and all levels of the Hier​archy.  In short they tell you what you should be doing or trying to do.


I know McKinsey tries to make their recommendations pragmatic, that is, if you need rocket scientists to get to the "best" solution, and all you have are Industrial Engineers, at the least they will point it out to you and not assume it away, and at the best, they will try to fashion a recommendation that utilizes the resources that you do have available, and suggest the best way to develop those right resources for the next phase.  


The key words you should not miss are "recommend" and "suggest".  After the rush, the euphoria of the final presentation is over, you have "The Book" in your hand, they have your check in theirs, it is then up to you, and only you, to actually make all those wonderful outcomes happen.  "No problem.”  Just follow the cookbook they left you.  It's all there in B&W or four color now.


(Don't be surprised if you suddenly feel very lonely.  You may suddenly have an urge to bring them back, to avoid the separation, to address that lonely feeling, to have someone around that you believe has your interest at heart, someone you have become perhaps emotion​ally dependent on, someone to tell you what you are doing is OK.  I've seen clients make fixtures out of these very expensive "Recommendation" and "Suggestion" makers.) 


The key difference between Class III and Class II consultants is that after the Class III convinces you of the proper course of action, proposes an acceptable time and cost schedule containing appropriate incentives for exceeding, and penalties for falling short of your expecta​tions then -- they do it.  A good Class III must be able to perform all the same functions as good Class I's and Class II's.  However it is the discipline, the reality, that if you accept what they say, they will actually have to accomplish something.  Let me tell you that having lived that side of the equation, it tends to make those recommendations pragmatic, workable in your environment, with your resources and constraints.  It has a direct way of properly balancing and setting expectations -- yours and the Class III's.


Class III consulting doesn't even show up in the literature until quite recently.  At Palmieri we didn't know we were doing something that would become trendy in the eighties - turnaround.  Now it's contract management not just management consulting.


The skill mix is somewhat different.  Don't be fooled.  Class III's have to know how to marshal the resources, motivate the human ones, and apply them at the right time, in the right proportions.  Class III's have to be able to improvise as their best laid plans go awry on the job.  (The real world.)  And the key -- Class III's must be able to manage change without destroying an organization's ability to conduct day-to-day business.  It is not just knowing what the right "Answers" are, but how to physically get there from here with what you've got.  It's not in the textbooks.


In summary, there is a difference between those who talk about it and those who do it.  At Mckinsey I met some of the smartest people I have ever known.  Mckinsey partners make a fortune and are in great demand.  Occasionally a few leave to become senior executives at clients.  Some are even successful at it.  However, most McKinsey partners stay just that -- advising others on what they should do.  There is always an element of safety in doing that.  Should the well structured recommendations and "Next Steps"  (always found near the end of a report kind of suggesting that there is more work for both the consultant and the client to do) result in outcomes that are less than predicted -- no one will ever know for sure if the recom​mendations were to blame or you or your people just weren't able to get it right.  The Class II knows this and operates in that zone of safety.


The Class III has no such luxury.  There is no one to blame it on.  A Class III rises and falls, lives or dies, retires or doesn't on RESULTS.

In Conclusion, don't fall in love with your consultants or professionals.  You can apply the Issue Hierarchy and the Dialectic in evaluating them and their work product.  Understand clearly their motivation and how they get paid.  Always take a "show me" attitude.  Spend the money like it really was your own.

VII. Implementation: Managing Change; Putting It All Together

Introduction: Some Considerations Before You Start

At this point you (or your outside consultants) have successfully applied the tools.  We now know more about the company (organization) than those inside.  We have challenged all the "givens" testing what we have found against the model the Issue Hierarchy suggests.  We have used the Issue Hierarchy to sift through and sort the Issues we've discovered separating the Causal and the Symptomatic.  We have used the Dialectic to arrive at set of conclusions that taken together appear to solve the organization's problems.  


Now, if you are working with a Class III you should be holding a fairly detailed plan describing what will be done and when.  Properly structured the plan shows both incentives for meeting the promised results and penalties for not.  If you are in agreement, sit back and watch what happens.  Don't let them off the hook.  "Acts of God" that prevent or can excuse the Class III must truly be just that.  If the arrangement is well done there will be no place for the Class III to hide.  Wish them luck.  Monitor progress.  Evaluate the quantity and quality of the results.


If on the other hand you are in this by yourself I have some obvious advice: Don't even start if you do not have both of the essential ingredients: Responsibility and Authority to implement the changes, at every level of the Issue Hierarchy, the use of the Dialectic has produced.  I don't believe volunteering for a Kamikaze mission is a good career move.


This is not a problem if you are the client and all of the affected areas belong to you.  However, if the issues are  Level I, II, or III, you better be the boss or expect to fail.  Plainly put, the salaries, promotability, career paths, and/or interests of everyone whose behavior or day to day efforts will be affected in any way by the changes required must be under your direct control.


I have found that the "team effort", the effort of equals, the ever popular "steering committee", although they read well in the literature, simply do not work as well, or as quick​ly, in companies under stress, as does an approach led by a decision maker with clearly de​fined authority.  I have always needed solutions that produced measurable improvements quick​ly -- the cheetah result.  My experience indicates that the product of group approaches -- those without a clear decision maker --  tends to be more akin to the platypus duck.  Everybody gets to put his or her name on part of the solution.  I am not saying that input and involvement of inter​ested or affected players is not useful.  It is how they are organized, the process setup to get solutions implemented -- that is the key.  


You can take the best minds in the organization, put them in a committee and produce a who knows what.  Take the same minds put them in a structure designed for final decision-making and the product will be superior -- in my experience.  Textbooks be damned.


About Change

Assertion: Most people don't like change.  I have had executives and other employees complain bitterly about how a process or given organization and set of responsibilities makes their lives miserable or makes it difficult, if not impossible, to do their best work or hinders them in achieving all of their goals.  They could describe the demon and its shortcomings in exquisite detail.  Like a good fella I would eventually get around to putting a bullet through the demon only to be met with howls and cries of "what did you do that for".  It used to surprise me.  I would even go back to my notes to see if I had misinterpreted what I had heard and verified through the Dialectic.


Conclusion: Yes it was a demon, but it was their demon.  They knew if they kicked it, what it could be counted on to do.  If they pulled a scale off how it would react ..  and I killed it.  Now how are they supposed to know what to do and what will happen when they do it?   


If you are ever going to change anything in the business environment, it can and most likely will be interpreted as affecting someone's livelihood or sense of well-being.  Disturbing the known equilibrium we all seem to seek.  Don't expect to be popular in your role as change manager.  Don't expect it to be easy to do.  Just because you Know the changes you came up with will eventually make everyone's life easier, won't get them in and accepted.  People don't like and will almost instinctively resist change -- period.   


But I am talking about companies and situations that almost always require change -- and often substantial change -- to occur early and rapidly in the effort.  As I said before this work is not just theory.  Its hands on, doing exactly what will be naturally resisted, despite words to the contrary, by your executives and staff at all levels.  Don't despair.  It is quite manageable.  The Palmieri Company, and now many others are real live proof that it can be done and quite profitably.



Skills/Traits for Managing Change Versus Managing Process - A Key Consider​ation Before You Start.

Managing change requires a different balance of skills, perceptions, and sensitivities than those who just talk about it, and those who primarily manage process.


In day-to-day business most managers and executives manage process. Given a known starting point, known input, an expected, defined, final product or output, known or quantifi​able available human and/or physical resources -- a good process manager strives to find the best way to apply the resources to the starting point or input, to most efficiently get to the expected output.  A production manager schedules workers and materials in such a way as to minimize cost and waste while maximizing output.  An accounting supervisor organizes the shop and procedures to efficiently keep the books and records up to date and accurate.  The sales manager finds ways to motivate his/her people to move the products that are building in inventory while maintaining the budgeted sales rates on all the other products for which he is responsible.  And so on.  That's Managing Process.  


For those Operations Research folks out there (if that's what they still call you), manag​ing process is very similar to employing Linear Programming -- resource constraints mathematically manipulated given a clear output measure --  commence maximizing.  Most process managers I've encountered do this informally or intuitively, unlike us smart guys who really know how to do it.  It's funny though how the "untrained" seem to do it almost as well.


For you normal folks:  good process managers tend to be most comfortable, and do best the work described above in a structured, relatively stable environment.   


While it is true that process managers do change something to something else, usually of higher value, in companies under stress it is almost always the process itself that has to change.  That is, what is being done, how it is being done, and by whom and where it is being done may well have to change.  That's very different.  If you are the one who's managing the process or have only managed process, this whole concept can be very unnerving.


If you have not managed significant change yourself, like any good manager you may automatically reach for the best you have to tackle this job.  Using your best process manager, however, may just be the worst choice to head up your implementation effort.  I have found that those who are excellent at managing process are often disasters at managing change.  (Although I have found that those who can manage change well, can also manage process, but tend to get bored with it quickly.)


Managing change is difficult work for another reason.  My friend Doctor Michael puts his patient to sleep for a while and then, in quiet surroundings conducive to high concentration, he performs his magic.  He even gets to choose the background music in the OR.  His subject has little to say, offers little resistance as Doctor Michael works away.


All of the change you will be managing will be going on while your patient -- the company or organization -- continues functioning day to day.  I'd like to see Doctor Michael try that.


Managing change has many of the elements with which the entrepreneur is comfortable.  Some risk taking skills and experience, a track record of good judgment calls are key traits to look for.  In addition honed interpersonal, communication, and motivational skills should be high on the qualification requirement list.  If you fit the bill then you (or your Class III) are ready to take responsibility for Managing Change -- Doing It.   


What Do You Tell Those to Be Affected

Once again the Issue Hierarchy is useful.  It can help with the script.  I have found, in most cases -- not all (See below.) -- that candor, an early, clear statement of the Goals and Objectives of the effort is where and how to begin.  Answer the key question "Why" early.  Immediately relate the achievement of the stated Goals and Objectives of the effort in terms of the self-interest of the affected people or organization as a whole.  Be as specific as you can in this area.  You will need to repeat the benefits over and over and over again as you proceed with the change.  Don't tire of the Pep Rally approach to this.  Yes I'm suggesting you must also be a cheerleader.  (Practice your cartwheels!)  Until its done and you are proven right (it does help to be right) they won't like it, no matter what they are saying to you personally.   


Next tell them the Strategy to be employed to achieve those Goals and Objectives.  Next how the effort will be Organized -- who will be responsible for what?  It is here that you convincingly make the speech about everyone working harder because to the outside  ".... we must continue to conduct business as usual".  Say this explaining you know everyone will be under stress until the Goals of the effort are achieved.


The process that will be followed to accomplish the change comes next.  Here we see the more typical project planning and management techniques.  PERT, Gantt, and others come to mind.  This information should be shared with all affected parties.  The project manager may assign specific tasks as the work plan is further defined and refined.


Listen carefully at this stage.  Here is where the typical resistance shows up as those involved get a clearer picture of how their day-to-day work lives will be affected and specifi​cally changed.  At this stage the additional stress of the effort on those involved may reveal to you or your Class III Issues that were missed.  Be prepared to go back to the dialectic if significant Causal Issues show up now.  In any case it is best to appear empathetic and to respond promptly and directly to those raising the Issues.  The response should be couched in the pros and cons followed by your decision based on the overall Goals and Objectives.  You must reinforce at this step the fact that you are still willing to listen and that you have final decision-making authority.


Which brings us to measurement of the quality and quantity of progress towards the Goals and Objectives of the effort -- Management Information for the Change Manager.  You obviously have to know how the effort is going.  The design of your progress measurement tools can range from the simplest -- "is it done yet?" -- to very sophisticated.  Project reporting is well covered in the literature and it is not my purpose to repeat any of it here.  Suffice to say the measurement and management of a project, even a project that includes changing process in an organization is pretty standard stuff.  What may surprise you, however, is how projects that entail change of responsibilities, of day-to-day operations will be resisted.  Knowing who, what, when, and where in these efforts and reacting swiftly is essential to your success.


Candor?

OK.  I know what you are thinking.  Candor?  All the time?  The answer is no -- in some cases.  Although most executives and employees will have already figured it out, changes that are certain to result in significant staff reductions or changes in responsibility need some additional preparation before you even start the project, before you can be entirely candid.


Among the Goals stated early must be the well-being of the affected employees.  They all probably know they are vulnerable and glossing it over will most certainly be destructive.  You still have to run the company or organization during the transition.  So you must have ready severance, retraining, outplacement, transfer or early retirement policies before you formally begin the effort.  


These should be spoken of right after the true Goals and "Why?"  of the effort are revealed.


For example, when my boss and I reached the decision to close down the Top Value Trading Stamp Company (Yellow Stamps), a subsidiary of Baldwin-United Corp.  and a major long time employer in Dayton Ohio, we knew it would not only be traumatic for the loyal employees, but also to the community at large.  Yes during our planning phase we were less than candid about our already made decision.  Instead we prepared to deal first with the impact of what we were about to do.  The Goal of the effort was a smooth shutdown without loss of control or creation of additional Issues with customers and vendors -- an orderly professional shutdown.  That's what we planned for and that's what we did.  For a period before the effort began, candor was not our first priority, doing our homework first was.


Even given the constraints of our Debtor-In-Possession position at the parent company, based on the clear statement of our goals and the benefits therefrom to, not only the employees of Top Value, but also to the system of companies of which Top Value was a part, we were allowed to proceed with our plans.  The employees were not simply discarded like yesterday's newspaper as some of our creditors initially preferred.


Summary - Implementation

Implementation has many of the same characteristics of good, well known project management techniques.  However as described briefly above there are significant differences and additional considerations when the project to be managed is A.)  in an existing company or organization under stress and B.)  results in changing process in that company or organization.


Who is selected to lead the project, the scope of responsibility and authority, anticipat​ing and dealing with direct and more subtle forms of resistance, and candor are all key factors for success none of which can be overemphasized when proceeding with efforts of this kind.

VIII.  Conclusion

Because most of my patients were on or near the critical list when I first met them, doing it right the first time was quite important.  I tried never to be cocky, never to fall in love with any of my guesses, to always be self critical in applying the techniques, and because the true treasure of an organization or company are its good people -- to find and nurture them.  It soon became very easy to do -- to use the model, to use the approach and to be fairly success​ful in the work I dearly loved to do.


In the "turnaround" business you are only as good as your last effort.  Reputations have a way of evaporating overnight.  Therefore it is a high risk, high exposure way to spend your business career.  It also can be very rewarding.  It is not the place for the timid, the thin-skinned, or the insensitive.  


Luck?  Skill?  Experience?  No doubt some of each is required.  And so what I have laid out for you then is an approach, an approach that, with luck, skill, and/or experience -- at least for me -- seems to have worked extraordinarily well.                         
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*  This might have been have been “arrogance”, but arrogance is a symptom of Hubris. (Note: This section


    added to original Article 02/05/02 – RAM)  


* At the “Dot Coms” – remember them? – it took about fifteen minutes from funding to the


   Point of Inflection, and then a pico-second from there into the Red Zone.





