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Introduction

Managers the world over face the same problems. Bad meetings, boring presentations, political intrigue, difficult bosses and unhelpful staff plague them. They are caught in the crossfire of unreasonable goals with inadequate resources, complex organizations and an uncertain and changing outside world. Somehow managers are meant to make sense of this.

And yet, there is no training or guidance on how to deal with the problems that managers face. It is simply assumed that they know instinctively how to run good meetings, how to write well, how to deal with the thousand tricky situations that crop up in the managerial year.

In the end, managers serve an informal apprenticeship where they learn from the successes and failures of all those around them. After some years, they land up with a model of how they think their world works and how they can survive in it.

The good news is that those patterns of success and failure are common to all managers in all industries. There is no single rule of success. Instead, there are a thousand small things that a manager can do right or wrong every day.

In the 10 years since Management Stripped Bare was first published, the world has changed dramatically. China has come from being nowhere to the cusp of global domination. The dot.com bomb was merely the prelude to a world that is increasingly being lived online. And we have had a global financial crisis from which we are still recovering. But the essence of management has not changed. Managers still face tough targets, ambiguous demands, uncertain markets, stroppy customers and awkward colleagues. And these are precisely the sorts of things an MBA does not address.

This third edition includes over 30 new sections. Some are profound, such as why the capital asset pricing model is no longer fit for purpose in the wake of the financial crisis. Others appear light, such as the art of flattery. But there is a serious purpose to each section: to show how practising managers can practise better in big ways and small.

Management Stripped Bare is unlike other management books. This is not about management as it should be. It is about management as it is. As you read the book, it should describe a world you recognize, because it draws on over 2,000 interviews and 30 years’ experience of serving different industries across the world to map out what consistently does, and does not, work in the situations managers face. It is not a grand theory of management. It is a practical guide to survival in the managerial world.

You can read Management Stripped Bare any way you like: from start to end, back to front, from the middle out or just dip in and out. And the book assumes you are smart: it is not a textbook that lays out exactly what you have to do in every situation, because the world is not a textbook – it is messy. Each section lays out a simple issue and offers a simple way of dealing with it: you can figure out how to apply the idea in practice to your daily work.


Ultimately, we all learn from experience. This book condenses thousands of years of hard-won experience from managers around the world into a few pages. It will help you accelerate your learning. But I have only been able to write this book because of the experience I have gained working with others: this includes over 100 of the best, and one or two of the worst, organizations on our planet. From some I have learned good lessons, from others I have learned what not to do. Table 0.1 shows some of the many organizations I have worked with, and I would like to thank them all.



TABLE 0.1
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Inevitably, this book would not have got off the ground without an army of people to make it happen. So my thanks go to Frances Kelly, my agent, for having faith in this project from the outset and to Jon Finch and the team at Kogan Page for turning the idea into reality. And finally, my thanks to all those managers and organizations that let me work with them: I hope they got something out of it as well.

Summary

This is not a universal theory of management. It is not a simple formula for instant management success. And that is, perhaps, the most important lesson: you have an infinite number of ways to succeed and fail. Do not trust or follow one simplistic management theory.

The challenges managers face on a daily basis are consistent around the world and across industries. They are the familiar challenges of inadequate resources, wasted meetings, difficult bosses and staff, mountains of administrivia. Just as the challenges are the same the world over, so too are the patterns of managerial success and failure. The most important of these are:


•Understand the rules of the game. Every industry and every company has different rules by which competition is played out. There are, however, different attitudes to risk taking, career progression, hierarchy, dress codes and even use of language. These rules are rarely written. If you understand the rules by which you are expected to play, you can decide if a particular company and industry represents a good fit with how you like to live and work. And, once you understand the rules of the game, you will know when you can profitably break the rules. Breaking the rules is a vital part of the rules.

•Get the basics right. All managers spend a large amount of time in meetings, and preparing or reviewing documents and presentations. This is common to all industries and all managers, and yet very little training or guidance is available on how to do these things well. Not surprisingly, most management documents, meetings and presentations are deadly dull. This gives power to those managers who stand out from the mediocrity around them. Do not search for excellence, search for competence if you want to stand out against your peers.

•Manage people, not things. Management is about human nature, and human nature is not always rational. People and management are naturally political. That means that core management skills have to include politics such as building and using alliances to secure the support or resources you require. People are also emotional. They crave recognition, they normally dislike risk. Understanding and managing this requires being able to see the world through their eyes, not yours. Most training focuses on technical skills such as accounting, IT or marketing. These are important at the start of your career. As you gain seniority, the people skills become more important relative to the technical skills. But, if there is any training on managing people, politics or emotions it is normally some flaky psycho-babble.

•Focus on what’s important, not just what is necessary. Most of your time is likely to be spent dealing with the necessary: the flood of daily e-mails, routine meetings, preparing reports. This administration is more or less necessary to keep the business ticking over. But it does not move the business forward. If you are to make a mark, you have to move the business forward. You have to make a difference.


Nearly all of this is common sense. This is a commodity that is in short supply. Little common sense is available through training; it is assumed that either you have it or that you pick it up by some magic form of osmosis. And you will certainly not find any of this taught at business schools, although common sense is what you need to survive in business.









A

An age of ambiguity

It used to be so simple: managers managed, workers worked. Thinking and doing were separate. People may not have liked it, but at least they knew where they were. Now, no one knows where they stand. We work in a high commitment but family-friendly environment. Passion is in, but loyalty is out. We have gigabytes of data, but no useful information. Organizations are flat, but we are matrixed to two bosses where the old hierarchy gave us just one. We are meant to be empowered, but we have more reporting than ever. We are meant to be entrepreneurial, but are not meant to fail. It’s not even clear what we are meant to wear. Conformity of the suit has been replaced by confusion of choice. The gurus have all the answers, but all the answers are different. No one knows the problem.

For the brave, ambiguity is great. It creates opportunities to ignore the rules, break the rules, change the rules as it suits. The brave enjoy career acceleration: they succeed fast or fail fast. For the rest of us, we are left searching for the few rocks of certainty and stability that we can call our own as the revolution gathers around us. This book is a survival guide to the revolution.

Agreement and argument

Agreement is easy, and dangerous. Excessive agreement is positively unhealthy. Human nature dislikes conflict. Managers often pretend to agree even when they disagree. Agreement is safe, disagreement is dangerous. The disagreement only becomes apparent after the meeting when people are chatting around the coffee machine. This is the wrong time to start the disagreement. Excessive agreement is dangerous because:


•It rarely represents the best solution. When everyone agrees without discussion, this normally shows deference to the hierarchy or lack of interest, rather than enthusiastic support.

•It fosters cynicism. The real discussion and disagreement starts outside the meeting.

•It wastes time: if the real opposition and discussion start outside the meeting, then huge effort has to be displaced to round up all the dissident ideas and deal with them.

•It reinforces hierarchy: that bosses tell and staff do, which may have worked 50 years ago, but not today. An effective organization is one in which bosses do not have to pretend to have a monopoly of wisdom.

•It represents a post-dated cheque for someone. Once something is agreed, it normally implies a next step or outcome for someone else. If it’s you, be ready to have the cheque cashed.


Clearly, some organizations are more prone to the plague of agreement than others. Traditional, hierarchical organizations such as government agencies and insurance companies are the worst. In creative industries, some staff could start an argument in an empty room.

The main challenge is how to encourage positive discussion in which disagreement is seen as helpful, rather than disloyal. Both boss and staff are responsible for changing behaviour. The boss has to signal that discussion is good, and to reinforce those signals both in private and in public.

For the staff member, the challenge is to frame the disagreement positively, so that it is not an objection but is supportive. Two habits help. First, state benefits (what you like about the idea) before concerns. This helps show you have listened to and understood the idea. Then, state the concerns as ‘how to’. Instead of: ‘That’s really stupid, we can’t afford it’ try ‘How do we build the financial case for this?’ The same concern, but at least in the second case you are hinting that you could be part of the solution, not just part of the problem.

Alliances

From the day we start our careers, we are forming alliances. A large part of the art of middle management is alliance building: successful managers know instinctively how to build, sustain and leverage alliances across the organization.

Alliance building becomes more important as organizations become more complex, more matrixed and less hierarchical. This means that most middle managers do not have the resources or authority to achieve their goals. And you cannot rely on the hierarchy to force other parts of the organization into cooperation.

In building alliances you are always either creating personal equity (helping someone else) or using personal equity (receiving help from someone else). It is worthwhile trying to keep a reasonably positive balance of equity: someone who always needs help and never gives it is a pain in the backside.

Ultimately, alliances rely on trust. There is a simple formula for thinking about trust: T = (S + C)/R where:


•T = Trust.

•S = Shared goals and interests. The more you have common interests, the more likely you are to be able to collaborate.

•C = Credibility. This is the credibility and the ability of both alliance partners to deliver on their commitments. There is no point in allying with someone who shares your goals, talks a great talk, but never delivers.

•R = Risk. The greater the risk, the more difficult it is to gain someone else’s trust. Most alliances build up slowly through mutual help on small things. Where this has not happened before, working hard at taking away the risk, the time and the effort that your proposed alliance partner has to expend makes all the difference between getting cooperation or not.


Never mistake alliances for friendship. Remember Lord Palmerston’s dictum of British foreign policy when Britannia ruled the waves: ‘Nations have no permanent friends or allies, they only have permanent interests’ Managers are like nations so do not rely on friendships alone, but rely on mutual interests.

Altitude sickness

This is a common management disease, and it is fatal to your career. Altitude sickness often happens in the low foothills of management, when a team member is first promoted to become a team leader. The person does not realize that the rules of survival and success change at every level. This is obvious when you look at a sports team. As a team player, you may be expected to run hard, make all the tackles, score the occasional goal. If the manager suddenly jumped onto the pitch and tackled a player, there would be uproar. The job of the manager is not to run hard, make all the tackles and score all the goals. The job of the manager is to pick the right people for the team, train them in the right skills, coach them on the right tactics and analyse and avert the potential competitive pitfalls they face.

In the world of management, too many first-time managers think they are still players: with more responsibility they think they now have to run harder than ever. They simply burn out, underperform and are eventually fired. They have not suddenly become incompetent: they simply failed to realize that the rules of the game have changed.

And the rules keep on changing. The more you advance, the more your agenda reduces down to the IPM rule – ideas, people and politics, money:


•Idea. Are we working on the right things – do we have the right strategy?

•People. Have we got the right people in place? Do we need to move them around? Do they need support and training?

•Politics. Have we got the right support across the organization to achieve our goals? What are the risks and obstacles we must remove?

•Money. Is the budget large enough? Can we keep our commitments to the rest of the firm?


When you are at a low level in the organization, these things are fairly clear. You are told what your goals are and you do not have much discretion. As you progress, your power and discretion increases, but so does the ambiguity. If you let other people dictate your agenda, team and budget to you, you will have a very uncomfortable time. The more senior you become, the more adept you have to be at using ambiguity to your favour and working the people and the politics.

Annual evaluations

These are often exercises in equivocation. People do not like hurting other people’s feelings, so the euphemisms and code words come flooding out. You need a cryptographer to find out what is really meant. The result is disaster. The reviewees do not understand their position, do not understand what is really required in terms of future development. They are being set up for failure and disappointment, which will be all the worse when it comes because it will be a surprise to them. Meanwhile, promotion and bonus decisions become arcane exercises in trying to decipher what all the different evaluations mean. Different reviewers have different degrees of equivocation.

The truth only comes out when all the reviewers sit in a room together and are asked exactly what they thought of all the reviewees. Here are some translations of the more common review comments:


•Outstanding performance: the reviewee saved the reviewer’s backside on several occasions during the period in review.

•Above average performance: average performance.

•Average performance: barely acceptable performance.

•Below average performance: who hired this turkey?

•A challenging year: catastrophic performance, but the reviewer does not want to say so.

•Development challenges: the reviewee has no chance of developing or progressing.

•Needs to develop analytical skills: the reviewee does not have a brain.

•Analytically outstanding: the reviewee is smarter than the reviewer.

•Needs to develop interpersonal skills: the reviewer never wants this person on his or her team again.

•Strong interpersonal skills: political snake oil salesperson.


The list goes on forever. The question is how to avoid it. There are two responses. First, oblige reviewers to live with the consequences of their decisions. As long as staff and managers are constantly being shuffled, the chances are that a reviewer will not have responsibility for a reviewee for long. That means that nasty problems can be shuffled off onto the next manager. In the meantime, the manager can focus on promoting the great performers, which makes everyone feel happy. Or, second, shift evaluations away from the traditional good/bad or below/above average evaluation. The very nature of these evaluations creates conflict and tension: it is difficult to tell another human being they are no good or below average. It is a judgement that invites denial and hostility, which does not move anyone forward.

There is an alternative. Map out the typical time it takes for someone to progress to the next stage in his or her career, be it three, five or seven years. Show what sorts of skills, responsibilities and accomplishments need to be achieved as the person progresses. Then assess his or her skills and performance in terms of progression, not an absolute good/bad judgement. No one who has just been promoted minds being told that his or her performance is consistent with someone who is only one year into a five-year career step. The same person, just promoted, would be mortified to hear that his or her performance is below average. In performance terms, both messages say the same thing, but with radically different results. The growth maturity evaluation looks something like this.

TABLE A.1




	
Performance level 
Criteria


	
New


	
Developing


	
Maturing


	
Mature







	
Interpersonal skills 
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Leadership skills


	

	
X


	

	




	
Analytical skills 


	

	

	

	
X





	
Presentation skills 


	
X


	

	

	




	
Sales results


	

	
X


	

	




	
Other (give details and performance level)


	

	

	

	






If this individual has been around a while, the messages would be clear, positive and constructive about where he or she is strong and where he or she needs to develop. Note that most of the marks are in what would be a ‘below average’ column if the individual was being judged against everyone at his or her level. The development approach works because:


•It is less confrontational than the good/bad approach.

•It is more constructive: you end up with an agenda about what to do about going forward.

•It gives the reviewer a fighting chance of being honest and the reviewee a fighting chance of being able to listen without too much angst.

•It gives a good picture of who is ready for promotion and when. And if someone is not developing, it gives clear signals about who is at risk and why.


Even if the formal evaluation system is the good/bad one, using the development approach informally with reviewees will help build trust and understanding on both sides.

Association with success

Beware of people who are associated with success. They will have a long list of successful initiatives with which they have been associated. What they really mean is that at some point they offered some advice. It may or may not have been used, helpful or positive but it was enough for them to then claim that they were associated with the initiative if it was a success. If it was a failure, then they can either claim that they were not responsible for it, or that the turkey who was responsible for it did not follow their advice. They have set themselves up with a win/win situation every time.

Of course, they have made zero contribution to the organization. They mainly exist in flat organizations where it is possible for people to jump on and off passing bandwagons at ease. All the risk lies with the person actually leading the bandwagon. If the leader succeeds, all his or her passengers will say it was down to them, if it fails then they will all point the finger of blame at the leader. These are the only solutions:


•Go back to a traditional functional hierarchy where responsibilities are clearer and hiding is more difficult.

•Set very clear management by objectives (MBO) criteria and enforce them.

•Kneecap anyone who claims to be ‘associated’ with success. They either put themselves on the line, or they did not. Find out which is the case.


Attrition is good

Planned headcount attrition is good, at all levels of the business. It keeps the corporate gene pool fresh, it keeps the performance bar high within the business, and it enables the business to manage changes in the shape and volume of demand smoothly.

The question is how to manage attrition effectively. Where it is managed spectacularly badly, the attrition disasters give some idea of how not to do it, and by implication how it could be done. Here’s how not do it:


•Set a high, fixed attrition rate and force rank everyone. Automatically lose those in the bottom 20 per cent. It keeps the performance bar high, and it is a great way of encouraging competition, politics and paranoia among those subject to the force ranking. And it encourages arrogance among those who survive.

•Set a low attrition rate that represents no more than natural wastage. If this is the case, the performance bar is not being maintained. The chances are that good people are leaving and average people are arriving.

•Exclude senior managers from the attrition targets. Encourage complacency, create an ‘us and them’ set of rules, ensure that the gene pool of senior management is not refreshed. Not smart.

•Have a single target for planned and unplanned attrition. Do not track the unplanned losses or the reasons for the losses. This is a good way to ensure that there is no useful information to manage performance or to minimize unplanned attrition.

•Have a weak evaluation system. This causes double chaos. It denies management any rational basis for making decisions, which will increasingly look political and irrational to outsiders. It fails to manage expectations of the individual. With a good evaluation system, the individual will see the way the wind is blowing and will jump, with plenty of goodwill all around, before being pushed involuntarily. The weak system leads to surprises and unenforceable decisions with the lack of data. It is an invitation to legal action.


Averages and the drunkard

Statistics lie. Managers use statistics the way a drunk uses a lamp post: for support rather than illumination. Of all statistics, the average is the best liar. It sounds so reasonable that few want to question it. But any statistic that is an average or refers to an average should be questioned and challenged. Normally, a lie will be discovered lurking behind the average. These are the most common average lies:


•People performance relative to the average. In every consulting firm, about 95 per cent of the staff are rated as ‘above average’ performers. The remaining 5 per cent are fired. Statistically, this is impossible, unless the benchmark is the general population, which is useless. Clearly, ‘above average’ performance ratings make for an easy evaluation for the reviewer, and keeps the reviewee happy. But it simply stores up trouble when it comes to promotions and bonuses. Forced rankings at least create some clarity and help decision making. In a forced ranking, half the reviewees will be below average, and about half will be above. This clarifies where the performance bar is.

•Investment performance. Look at the financial pages of any paper. A hundred per cent of the advertisements for established funds will claim above average performance. There is some self-selection in this: successful funds advertise, unsuccessful ones do not. Although for the most part this has the perverse effect of encouraging investors to move into asset types just as they hit their peak after a long run of outperformance: new investors can then look forward to a long period of underperformance. Above average performance is claimed by creative benchmarking of assets (versus bonds, cash, other markets) and over creative periods (6 months to 20 years). Most funds can claim overperformance by fudging the reference.

•Customer satisfaction. Customers always try to be nice in customer surveys. Satisfaction is only rated below average if it is truly awful. Even ‘average’ performance normally reflects fairly deep dissatisfaction. These surveys can lull management into a false sense of security.


Averages are less useful to management than exceptions. The average consumer is 51 per cent female (but not in China or India) and has slightly fewer than two eyes. This misleads. The exceptions are where both the insight and the money can be found. The customers who leave, or rejoin, or are particularly inactive or particularly active say more about what we are doing right or wrong than the average.

And it is the exceptions that are profitable. Procter & Gamble (P&G) launched a toilet soap (Zest) with a very strong fragrance. On average, it got a poor reception and some people hated it because of the fragrance. Then there were the exceptions: about 15 per cent of the target market thought this soap (including its fragrance) was outstanding. They turned out to be very loyal customers willing to pay a high premium for the product.








B

Baselines

The fallacy of forecasting

The fallacy of forecasting is based on the stable, historic baseline. The best predictor of next year’s budget and strategy is this year’s budget and strategy. The assumed baseline for next year’s performance is last year’s performance with some sort of historical trend extrapolated into the future. For a laugh, look at a five-year plan from five years ago. Its projections for today will bear no resemblance to the reality of today, unless you are a monopoly in a static industry.

Part of the problem comes from unpredictable external shocks, from the internet, through takeovers, government intervention and recessions. Inability to forecast these shocks is excusable. The purpose of scenario planning is to give a basis for looking at such shocks.

The greater part of the problem comes from assuming that current performance can be maintained without special management action. This is nonsense. The true baseline for any business is one of rapidly deteriorating performance. The reasons for this are obvious:


•Operationally, everything tends to slide towards chaos. Anyone who has worked in a store sees how quickly displays, stock and prices go awry. In professional service firms the constant loss of experienced talent and the introduction of inexperienced talent means that just maintaining the overall skills level is a major challenge.

•Those in competition with you, on average, are likely to be as smart as you. Certainly, basing a plan on the assumption that they are stupid is unwise. And yet, this is the implicit assumption in most plans. They assume that the profit improvement programme, cost savings, new marketing plan will all lead to cost savings and share improvements. Then there is surprise when they don’t. Somehow, the competition has a way of cutting costs and prices and creating marketing programmes at the same rate as you do. Any successes tend to be short-lived.

•External pressures are rarely benign. Customers do not volunteer to pay higher prices, suppliers do not offer lower prices, employees do not work for less, and, for every dollar the government gives, it will take away another three.


Given this, any performance baseline must be assumed to be negative. In the extreme, over four years one company achieved cost savings equivalent to four times its profits. Over those four years, its profits declined. Clearly, without the cost savings the business would have been in dire straits, but the pace of change was nothing like what managers had hoped for.

The only time that managers understand the nature of the declining baseline is when it comes to setting budgets. At budget time managers become experts at predicting all the problems and disasters that justify having a very low profit and revenue commitment, supported by an extraordinary increase in resources. Suddenly the stable baseline becomes the famous hockey stick. Normally managers can deliver on the downward element of the hockey stick.

The salvation of management

This is the oldest trick in the book. Whenever you are given a new responsibility, dig out every last bit of dirt and disaster that you have inherited. Paint the bleakest picture possible of all the chaos you have inherited, of a business or project that is about to spin out of control and suffer fatal setbacks and losses. From there on, any performance will look like a relative improvement on the appalling situation you apparently inherited.

Conversely, your predecessor will have tried to stress how the business has been brought to the cusp of a breakthrough and everything is poised for the most sensational success. If this version of history is the accepted one, you are dead meat. You will struggle to fulfil what your predecessor has promised. If you do achieve it, it will be because of the groundwork of your predecessor. If you do not achieve it, it will be because you are a turkey. You cannot win, and the only surprises will be nasty.

This game playing is not just for scheming middle managers. Watch how often a change of CEO is followed shortly by results that include major provisions, write-offs and exceptional items. Done early, the CEO can implicitly blame it all on the previous regime. At the same time, the new CEO builds him- or herself financial wriggle room against unforeseen disasters, like poor leadership from the CEO.

Battles

Corporate battles are a way of life. The most vicious battles are not between businesses, they are within the business. One department battling against another for resources. One manager against another, battling for recognition and promotion. The challenge for managers is knowing which battles to fight and when. There are three rules to picking a fight. These rules come from Sun Tsu who wrote the Art of War about 2,600 years ago. They are:


•Only fight if there is a prize worth fighting for. Don’t fight over whether coffee from the coffee machine should be free of charge or not. Better to make your point and graciously concede. Don’t waste personal capital on it.

•Only fight if you know you can win. On Wall Street, if you don’t know who the fall guy is, you are. In corporate battles, if you don’t know who the loser will be, you are. In other words, if you don’t know if you can win, you will lose. This means that most battles are won and lost before they are fought. You must know before you start whether you have lined up all the political alliances and support, as well as the rational arguments, to win.

•Only fight if there is no other way of winning. If possible, give your opponents a way out. Don’t back them into a corner where they are forced to fight. There is no point in incurring all the damage that a fight, even a victory, brings if you can avoid it. Remember, once a battle is fought and lost you have probably acquired an enemy for life.


People who fight battles too often and too obviously, eventually lose. And when they do, there will be no shortage of enemies waiting to come out of the woodwork and apply the coup de grâce. At the other extreme, avoiding all battles results in the agreement plague and very weak management.

Benchmarking

Benchmarking is better in theory than in practice. In theory, benchmarking helps identify where you are relative to the competition, and can help guide and focus remedial action. In practice, it suffers severe challenges:


•Benchmarking results are totally deniable. At one large electronics group, benchmarking showed that the company was hopelessly uncompetitive with Asian competition. The reaction was not to sort the problem, but to challenge the data. The essential argument was you had to equalize the data to allow for different accounting treatments, product specifications and product mix, different exchange rates and so on. Ultimately, the argument in the electronics group was ‘if the competition was the same as us, it would have the same benchmark data as us’. Logically true but practically useless. Meanwhile the business was hammered in the marketplace.

•Getting good benchmark data is difficult, unless the competitors cooperate in syndicated research. Or you have excellent industrial espionage.

•Any strategy that is focused on catching up with those in competition is doomed to failure. By the time you get to where they were at the time of the benchmarking, they have already moved ahead. You never catch up, you are always in catch-up mode. Equally, if the data shows that you are ahead of the competition, that will not be a call to arms: it will be a call to complacency.


At best, benchmarking can be a call to arms to mobilize an organization into making major change fast. At worst it is a charter for consultants to make money, and for management to plunge into arcane debate about the data while losing focus on the business. Benchmarking should be treated less as an intellectual analytical tool, and more as part of a process of mobilizing and focusing management.

The big bad boss

Having boss trouble? Print and display the checklist below of how to be a bad boss. Let everyone figure out who it refers to. And remember not to inflict this misery on your team.


•Lead your team. Anyone who does not do what he or she is told is clearly not a team player. Staff are there to serve you and make sure they realize that. Don’t let them forget who’s the boss.

•Delegate effectively. Delegate the routine rubbish that will otherwise waste your time. And delegate the blame when things go wrong. Don’t delegate meaningful work: your team might grow, develop and make you replaceable.

•Stay in control. Make sure no one has any budget discretion: keep the photocopier key. Stay on top of the budget and make sure members of the team know you cannot possibly trust them with money, or anything else.

•Monitor progress. Insist on daily updates from members of your team on everything they do: keep the pressure up.

•Manage well. Manage your bosses, manage your profile and manage your career. Associate yourself with successes, walk away from disasters. Don’t waste too much time on your underlings.

•Be a hero. Show that you can do it all yourself. Don’t trust members of your team to do anything: they will mess up. Make sure your bosses know you have been the hero, except when things go wrong because of your team.

•Be strong. When anything goes wrong, shout at people. Dress them down in public so that everyone realizes you do not tolerate fools: show that you are above such folly yourself.

•Be flexible. Consistency is the hobgoblin of a tiny mind. Of course things change. You have to surf the waves of business. And if those in your team are not smart enough or psychic enough to work out when you have changed your mind, that simply shows they are not up to the job.

•Don’t waste time. Ignore all the rubbish about motivation and communication. Members of your team are paid to work, aren’t they? If you go on pandering to all their petty demands you will spend your whole day stroking their egos. You are a boss, not a shrink. Tell them to get on with it.

•Be a role model. Staff should aspire to your success: have a fancy office and fancy car; work the expense system so that your team has the chance to admire your lifestyle.


Bluffing

Never let someone bluff you. If they try it, call their bluff every time. Bluffing is just a power game. The moment you give in, you have lost. Typical bluffs worth calling include:


•‘You must accept this job offer by Friday, or it will be withdrawn.’ Do you want to work for a company that bullies people even before they have joined? If they really want you, they will come back again.

•‘If I don’t get a 20 per cent rise, I’ll resign.’ Do you want the organization to discover that this is how salaries are negotiated? Even if the individual merits 20 per cent, give 19 per cent. Let the person decide what to do.

•‘If you don’t change your decision, I’ll take it up with the CEO.’ Pick up the phone and arrange the meeting with the CEO. If you are right, the person will back down before you have got through. If you are wrong, you should not have made the decision in the first place.


Boundaries

Clear organization boundaries are essential for corporate success:


•Clear boundaries clarify roles and sharpen accountabilities. There is nowhere to hide. Everyone knows what they are meant to do. The ambiguities of flat organizations are eliminated.

•Clear hierarchy clarifies and simplifies the decision-making process: authority levels are well understood.

•Costs and budgets are easily managed if they live in well-defined departmental buckets.

•Time and effort are not wasted in the countless internal meetings needed to coordinate the efforts of flat organizations.

•Functional expertise is encouraged.


Clear organization boundaries are a disaster in 21st-century business:


•Strong boundaries mitigate against cross-functional cooperation. Most business problems and processes flow across functions and need cross-functional cooperation.

•Strong boundaries encourage functions to focus on their functional goals at the expense of broader business goals.

•Hierarchy boundaries send the wrong messages about delegation, trust and empowerment and lead to slow decision making as decisions flow up and down the hierarchy.

•True costs and profitability are obscured by the departmental focus: costs are driven by activities that run across departments (order fulfilment, new account acquisition and set up). And customers, not just products, drive profitability.

•General management expertise is fostered by encouraging people to work with and across functions.


You pay your money, you make your choice.

Branding

Be true to yourself

Every product, business and person is a brand. Some are good, some are not. Strong brands have a good product and good values, which are well communicated. The product and how it is communicated and developed have to fit. Strong brands know their franchise, know themselves and remain true unto themselves.

Product branding in action

Product branding started by manufacturers putting their logo on their products. Procter & Gamble put their moon and stars stamp on blocks of soap, which acted as a quality guarantee to customers. Traditional product branding remains true to this custom. The traditional brand will communicate three things:


•a distinctive performance benefit;

•a reason why consumers should believe they benefit;

•a character for the brand.


Confusing the message with multiple benefits, or changing the message, is disaster. For instance, the detergent Ariel is meant to be exceptionally good at stain removal. Dreft is meant to be good for caring for delicate fabrics and colours. Mixing the messages so that Ariel blasts out all known dirt while caring for delicate fabrics would have low credibility. The products have to stay true to themselves. In a crowded marketplace, consumers will not remember complex messages: they will remember one simple thing about each brand. Lifestyle brands such as Nike or Louis Vuitton lead on the character and values of the brand, allowing people to aspire to a desired identity through their choice of clothes. They both have products that support their lifestyle claims. Neither could credibly try to occupy the other brand’s territory. They have to stay true to themselves.

Personal branding

Like the product brand, we should be able to answer three questions:


•What is distinctive about our performance for the business?

•What is our distinctive capability?

•What is the character or style we wish to convey?


In a large organization, you will not be remembered for all the small things you do day to day. You will be remembered for one thing. Make sure it is the right thing. And you cannot be what you are not. You have to stay true to yourself.

Branding and the advertising agency

Unfortunately, everyone thinks that they are expert at advertising. Because we all see so much advertising, we have strong views on what we like and what we dislike. Advertising is not about what we like or dislike. It is about what works. This is a message that both advertising agencies and clients forget. The agency focuses on winning creative awards, and the client uses his or her ‘person-in-the-street’ expertise to pronounce judgement based on what he or she likes. This is not a recipe for good results.

Discussing advertising is hazardous to your mental health. Agencies will blitz you with nonsense. Having asked what sort of car, celebrity or animal your brand would be (if it were a car, celebrity or animal) they will go on to tell you about their wonderful production values, the meaning of different types of calligraphy and more. They will try to bamboozle you into submission. You can retaliate by telling them that you want certain colours banned because you, or your aunt, or your aunt’s parrot, dislikes such colours. It will be an entertaining, but wholly unproductive, discussion.

So how do you have a sensible discussion about some proposed advertising, without resorting to your aunt’s parrot? This is your health check to make sure that the agency has not gone completely off the wall:


•Is the advertising in line with the strategy? In other words, do you clearly get the message? For TV advertising try listening to the sound alone, and then watching the pictures alone. Both should be clear in their own right.

•Does it target the right people? Targeting ‘everyone’ is hopeless. If you are targeting ethnic urban youth, do not ask your middle-aged white CEO to judge the advertising.

•Is the brand the hero of the advertising? One commercial showed Claudia Schiffer, the supermodel, taking her knickers off. I have no idea what the brand was. In this case the hero was the personality, not the brand.

•Is the message distinctive? If you put one of your competitors in place of your brand, would it still be credible? No one will confuse Nike and Benetton advertising: they know how to stay distinctive. Most financial service brands are wholly interchangeable.

•Is the content accurate (and legal)? This is important detail: right logos, right colours, right uniforms, right packaging and right product.

•Does the advertising fit with the rest of the marketing strategy? Everything should coordinate.


Brand values and the value of brands

Two CEOs were indiscreetly bragging to each other in the Executive Lounge at Heathrow. Both were involved in M&A deals. The tall CEO mentioned that he was using Goldman Sachs as his advisers. The shorter CEO shrank even further as he admitted that he was using HSBC as his advisers. Then he perked up ‘But we are using McKinsey as our consultants. Who are you using?’ Suddenly the tall CEO began to squirm with embarrassment. He finally admitted that he was using PwC as his consultants.

HSBC and PwC are very fine firms and could probably do very good work for the two CEOs. But they were a source of embarrassment, whereas McKinsey and Goldman Sachs were a source of pride to the two CEOs.

The CEOs were acting the same way as the housewives of Aberdeen. I was selling Fairy Liquid, and I noticed that many households kept a bottle of Fairy Liquid on their kitchen shelf, where their neighbours could see it. Anyone who bought a cheaper alternative quietly hid it from view beneath the kitchen sink. They were ashamed to be seen as cheapskates who were not house proud.

Neither the housewives nor the CEOs were just buying a product. They were buying an image, an identity. They all wanted to be seen to be buying the best, (and most expensive), to show that they were successful CEOs and housewives.

Brands were originally a mark of quality assurance. In medieval times the King’s head on a coin assured people that the coin was worth what it said it was worth. The stamp of a moon and stars on blocks of soap assured nineteenth century shoppers that the soap was good quality and that it came from P&G. But brands are much more than products. They are a mixture of features, benefits and hopes and dreams. To understand the difference, think about why someone might buy a big off-road car.

TABLE B.1




	


	
Features


	
Benefits


	
Hopes and dreams







	
Drive


	
Four-wheel drive


	
Gets you out of mud


	
Be an adventurer





	
Engine capacity


	
6 litres


	
Acceleration, takes heavy loads


	
Have power, control





	
Driving position


	
High


	
Good visibility


	
Look down on everyone else







You can do the same exercise for Fairy Liquid, handbags, sports cars, perfumes, investment banks or consulting firms. In theory, we make a rational decision based on price and benefits. In practice, we are doing much more: we are buying a self-image, we are buying hopes and dreams. Even Coca Cola got this wrong. The company was being hammered by Pepsi and its taste challenge: people preferred Pepsi to Coca-Cola in a blind test. So Coca-Cola revamped its product and ditched the old one. There was uproar, such that the original had to be brought back within weeks. Coca Cola discovered that it was not just selling sweet fizzy pop: it was selling an identity and hopes and dreams: Coca Cola was about the United States, freedom and youth. You do not mess with values like that.

The classic mistake is to fall in love with your own product. We have all heard people boring for Britain about the details of the product they love. They are obsessed by features that no one else cares about. The car may have a twin overhead camshaft, but do I care?

To be more effective, you have to focus on benefits. These change according to each person. So maybe some people want a high driving position for the sake of visibility; others want it because a high position is safe for the driver and passengers (but not for other road users).

The most effective way to sell is to sell to people’s hopes and dreams. But this is hard: you cannot say to a CEO: ‘Use us because we are prestigious, exclusive and expensive.’ You have to demonstrate it. Off-road vehicles often advertise in a way that hints at adventure, even though over half their UK sales are to people who never take their car outside the M25. They will sponsor adventurers who will use their car. Once the dream has been established, it is left to the salesman to emphasize the more mundane benefits: ‘very safe for your children on the school run…’

Everyone has hopes and fears and dreams. Once you tap into those hopes and fears you can sell more or less any idea or product to them.

Budget codes

Budget codes can be deployed effectively to demoralize staff, prevent cooperation between different parts of the business, stifle initiative, encourage power games and escalate costs. The way to do this is to insist that everything has a budget code. Every photocopy, every hour of everyone’s day should be accounted for by a budget code. This means that nothing can move without the say-so of the great panjandrum who holds all the budget codes. He or she should only let them out in small amounts to minimize an individual’s discretion, and to maximize his or her own power. On no account should secretaries have purchasing cards or discretion to buy office supplies. Make them use budget codes and formal purchasing procedures: make sure they understand who is really the boss.

Budgets

Why waste 11 months a year trying to achieve an ambitious budget? It is much easier to play hardball for one month a year and agree an unambitious budget that can then be beaten with ease. Then watch the bonuses and promotions flow your way.

Ultimately, all budgets are political. A budget represents a contract between two parts of management to deliver certain results for certain resources. Depending where you are in the negotiating chain you either want to maximize results and minimize resources or vice versa. All the data that is brought to the budget process is simply ammunition for the different points of view. Like the drunk using the lamp post, the data is used for support, not illumination. An effective budget process achieves the following:


•It represents a stretching, but achievable, goal for the business.

•The budget process itself helps managers understand the priorities, risks and opportunities for the business: it creates a common management view of the business.

•It is a process of generating managers’ commitment to a course of action and goals. Without achieving the commitment objective, the budget process will have failed.


Achieving a stretching but achievable budget requires unreasonable management. Reasonable managers will listen to all the arguments about why next year’s performance will be tough. The result will be a soft budget and low performance. Unreasonable managers see from top–down the ‘must have’ performance imperatives and stick to them. If this forces managers to think creatively about how to improve performance, the budget process will have served some purpose.

The most common error with the budget process is to let staff functions dominate it. Staff functions have value in adding up the numbers and providing an umpiring service to the budget process. But when they take over they cause more trouble than they are worth:


•They obstruct the process of developing management commitment.

•They wear the organization down by looking for far greater detail than is reasonably required for making a management judgement.

•They land up justifying a job for themselves with endless rounds of budget revisions and forecasts through the year, which again represent a drain on management time.


Business schools

Business schools do three things for emerging management talent:


•They attract the best young talent and the top employers and act as a dating agency between the two. There is a market for a new school that drops all the grind of two years’ tuition, charges half the fees and simply acts as the dating agency. The cost and time saving would delight graduates. Employers would still get the same quality and the business school would make a fortune. Someone will figure this out, make it work and make a fortune.

•They provide a core of business knowledge, not skills. This knowledge probably has a half-life of 18 months. Most of the knowledge is not directly usable to someone who becomes a bond salesperson. Even consultants use only a fraction of the knowledge they glean. This makes the non-studying MBA feasible for both graduate and employer: the knowledge simply is not that critical. It only becomes really important years later as the graduate enters general management. By then the knowledge has been forgotten and relearned three times over.

•They give the graduates confidence. Just as a dating agency gives customers a structure and confidence to enter into a new environment with new people, business schools do the same.


The things that graduates really need to learn, like how to survive the management jungle on a day-to-day basis, are not taught at business schools. You will look in vain for courses on:


•How do I succeed?

•How do I deal with stroppy customers, unreasonable bosses and impossible deadlines?

•How do I really get promoted?

•How do I manage the politics of the organization?

•How do I avoid becoming an involuntary member of the cock-up club?


Business schools teach explicit knowledge, which can be codified. In that sense, the MBA is a well-named degree: it is about business administration. But the MBA does not teach the tacit skills of management survival. This is a business opportunity waiting to happen. Be the first corporate MBA: the corporate Marriage Bureau Agency for graduates and employers.

To buy or not to buy

All managers are salespeople: we have to learn how to sell our ideas, our needs and our priorities to colleagues and bosses who may or may not have our best interests at heart. But if we want to sell, we first have to learn why we buy and why we don’t buy. One in-store salesperson gave a master class in how not to sell. This is why I did not buy from him:


•He talked instead of listening to my needs.

•He asked no questions about my needs.

•He gave me no space and tried to hustle me.

•He was condescending and ignored my concerns.

•He said ‘Trust me.’ A golden in rule in life is never trust anyone who says ‘Trust me.’


He probably thought he was the perfect salesman: he had a patter; he could drown any objections and he had probably mastered the reverse flip-flop bi-active power close. But no one will sell like that inside an organization. Thanks to him, though, we can discover how to sell by doing the opposite of what he did:


•Listen. This is the secret weapon that lets opponents talk themselves into submission, colleagues talk themselves into agreement and lovers talk themselves into bed.

•Ask questions. Find out what people really want, and then you can align your idea with their needs and wishes.

•Give people space and create options. If you hustle, you create a win/lose game. Even if you win the argument, you lose a friend. Avoid single point solutions that lead to the win/lose.

•Don’t talk down to people and don’t try to ride over their objections. Far smarter is to agree with the objection: ‘Yes, I was worried about that as well. But when I discussed the problem with Finance, they suggested a couple of very good solutions…’ Or even simpler: ‘That troubles me too… how would you deal with that challenge?’ Don’t be an adversary, be a colleague working with others to find a solution.

•Never say ‘Trust me.’ Instead, show that you can be trusted by the way you act. Let people feel that they are being respected; their concerns are valid and have been listened to; that there is a win in the conversation for them. Then they will trust you instead of fighting you.


In a retail store, you can hustle some people into buying. If that means they will never buy from you again, that will not be your problem as you will have moved on with your sales bonus. Inside an organization, you hustle people once and then no one trusts you again. So the gentle art of persuasion is more time-consuming. But the quickest way between two points is not a straight line: when the wind is against you, you have to zigzag to get to where you want to be.
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