CEO TO CEO

Assisting business leaders as they navigate critical passages

It never fails.

June 15, 2009

When | meet someone, and they flip my business card over to read the back and they smile

when they see the very last bullet point about what problems | help with: "getting un-

stuck". (See last page for a copy of my card.) The nine other bullets are much fancier
and business-like, and | really do all of them for my clients, but the last one, getting un-
stuck, invariably creates the biggest reaction. |think it's because all of us who run
companies feel stuck on a regular basis. | certainly did. Not entirely stuck, since | al-
ways had a plan. But certain projects would get stuck, some executives on my team
would get stuck, sometimes my profit would get stuck.

Sometimes we over-work how we communicate what we do, and the benefits we of-

fer. Sometlmes simple words are the most powerful. Maybe bullet ten should become bullet one. Or the
only bullet. There’s never a better time than now to improve how we communicate the benefits we bring

The

NSOMNIA eact,,

What keeps CEOs AWAKE AT NIGHT

—and what to do about it.

Customer Betrayal
and the CEO’s Reaction

By Robert Sher

| had a series of conversations with chief executives who were
angry with some outgoing customers, and rightly so. One firm
had delivered great service for seven years to a major multi-
national (and bent over backwards many times), but a new top
executive who only wanted to deal with “big” suppliers solicited
bids to replace them. He told the bidders to assume that they
would “inherit” the incumbent’s employees. The loss of this cus-
tomer will really set back the supplier, and most likely perform-
ance will slip for the customer too since the new provider is not a
specialist. With the pain of this loss quite fresh, (the transition is
happening now) the CEO swore he’d never go the extra mile for a
customer hoping for loyalty. Is he overreacting?

(Continued on BACK, page 2)
www.ceotoceo.biz

to our customers and clients. I'll get
cracking on mine, and why don’t you
put in some time on yours!

Honor Roll of Referrers

Thank you to those that have referred
me to a chief executive or a speaking

opportunity! Referrals are critical for
me.

+ Lois Johansson, Partner for Expense
Reduction Analysts, referred me to a
chief executive.

+ Rand Morimoto, CEO, Convergent
Computing, referred me to a business
owner.

+ Alex Coppersmith, SVP Raymond
James, referred me to a chief executive.

+ Chris Anderson, President of Atlas
Business Advisors referred me to trusted
advisor of a CEO in need.

+ Christina Bui, Associate Managing
Director for Tatum referred me the Man-
aging Partner of a top tier VC firm.

+ Nancy Barrett, VP for Bernstein re-
ferred me to a chief executive.

+ Rich Brown, Chapter Administra-
tor, Association for Corporate Growth,

SF, referred me to an entrepreneur.
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The Insomnia Factor, continued

Another CEO cited several years of great deliverables
and customer partnering, only to be thrown out for a
one cent pricing differential. He swore to get the
maximum pricing when the “getting is good”, because
when times are tough, “it’s all about the price”. Is
scraping the last nickel off the table becoming a best
practice?

In reaction to a discussion of whether chief executives
are becoming too jaded about customer loyalty, one
CEO told me (in jest) about the ABCDE rule of deals. It
is: Always Be Closing, Damn the Ethics. It got a laugh,
being so obviously jaded.

This downturn is impacting much more than our fi-
nancial statements: It is affecting chief executive’s
values. This is an impact that each of us as chief ex-
ecutives must think deeply about. If we decide to
shift our value set as a result of the pain that this
downturn is causing us and our businesses, it will have
effects on us and our society that will last a genera-
tion or more. But we hate to feel like suckers!

How are you reacting? Has bad behavior on the part
of customers changed how you will run your business
in the future? Do you feel like you were perhaps a bit
naive in the past, but now you’ll modify how your
company operates to minimize the risk of a customer
betrayal? Have your values shifted, and will you mod-
ify your decision making with regard to your faith in
customer loyalty?

Answer these questions on-line in my survey.
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Or if you want to dialogue with me, please e-mail your
thoughts to me at Robert@ceotoceo.biz. This issue is
ripe for discussion, and there is no “right” answer.
But I'll share my thoughts of course, right now.

| don’t think the world has changed in any fundamen-
tal way or that customers are acting much differently
than in prior downturns. In times like now, hard
times, people’s true colors emerge.

(Continued on page 3)

+ Chip Doyle, Principal, Sandler Sales Training,

referred me to a chief executive.

+ Joe Buenavista, VP Financial Advisor, Merrill

Lynch provided me a space and breakfast for 20
CEOs, when | found myself in a bind.

¢+ Marty McMahon, Principal Consultant,
McDermott & Bull opened the door to a speak-
ing engagement.

+ Mike Leary, Professor of Management
Communications to Executive MBA students at
St. Mary’s College and communications consult-
ant connected me to those students headed to
the C Suite, and few already there.

Presentations (I’m always searching for speak-
ing opportunities)

+ May 16™: Training session for the National
Speaker’s Association.

+ May 19™: Business development and brand-
ing for top executives in transition.

¢+ May 21°": Moderated expert panel on liquid-
ity for Expense Reduction Analysts.

+ July 24" I’'m organizing a chief executive
round table event in Santa Clara for the Alliance
of Chief Executives focused on buying and sell-
ing businesses as the economy recovers. Spon-
sored by Hanson Bridgett and Bernstein. Chief
Executives interested should e-mail me.

+ August 12™: I'm organizing a chief executive
round table event in Sacramento for the Alli-
ance of Chief Executives focysed on creating
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Ubyﬁtﬁ@ Alliance and River City Bank. Chief Ex-
ecutives interested should e-mail me.

+ Sept. 9th: Speaking at The 680 Commercial
Idea Exchange.
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The Insomnia Factor, continued

® We chief executives are being forced by circum-
stances to hurt our people by laying them off, denying
them vacations and denying them resources. It makes
us angry.

¢+ Our shareholders see their investments shrinking.
+ Our boards are frightened and are over-managing

+ Our own salaries and bonuses are meager.

+ Our options for keeping our businesses humming
are few and far between.

4+ Our families miss seeing us at home.

In my circles, chief executives feel safe enough to speak
their mind without self-censoring. | understand the
jaded comments. Chief executives are human! Blowing
off some steam in a safe environment is healthy. But
we are human leaders, and nearly every chief executive
| know is deliberate about their values, and is deliberate
about enforcing those values on everyone that works in
their company.

My New Articles

I’'ve authored a new case study, and a new
article on communicating with your executive
team.

The case study is on Andrew Giacomini, the
Managing Partner at Hanson Bridgett. It dis-
cusses a long-term workplace differentiation
strategy that will enable you to attract and
retain top talent, even in the talent shortage
that challenges us all in every economic
growth cycle. Anideal time to start is a year
or more before the talent pool shrinks.
Download the Alliance of Chief Executives
Summer Newsletter at
www.allianceofceos.com and turn to page 3.

The article on communications is here, on my
site, just scroll down to the June 3, 2009 post-
ing for the article titled Connecting with Your
Team.

Now is not the time to shift our values to decrease the trust we place in our customers. | think it will ad-
versely affect the benefits we get in all economic cycles from the loyalty that such trust engenders. Yet |
think that the criteria for being considered a “trusted customer” worthy of going the extra effort must be
reviewed and continuously modified.

Customer loyalty continues to exist, but we don’t measure or remember it well. When customers are loyal
and act according to our expectations, we don’t notice much. Our top line ticks up a bit. We send a thank
you card. But when they inflict pain on us, betray our trust, and we have to lay off people and give explana-
tions to those who hold us accountable, we notice and we remember. If you went back for the past five
years, and listed all your customer’s buying decisions that stemmed from “loyalty” to you (meaning they
rewarded you for going the extra mile) versus the times when they were disloyal, what would the ratio be?
Would it be an acceptable balance? If you were to replay the past five years and save the trouble of “going
the extra mile”, would the balance shift and would your firm be more successful or less successful?

While | like to have answers when it comes to matters that create insomnia for chief executives, | find that |
have many questions instead, to which we each must find our own answers.

Are we CEOs investing in, and expecting loyalty from some customers who don’t qualify for our trust?
These would be customers where our contact isn’t really the top decision maker, and they can have “bad”
decisions imposed on them by their boss. These would be customers who have a history of disloyalty, or
customers who can’t afford loyalty and are driven by price. We love our big customers because of the big
checks they send us, but that doesn’t make them qualified for an expectation of loyalty. I've been accused,
over the years, of being too trusting at times, and I'll plead guilty. The only trust related mistakes | regret

(Continued on BACK, page 4)
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The Insomnia Factor, continued

are those cases when the signs of a character flaw in a customer were there, but | ignored them. I'll be
more watchful and I'll pay attention to what | see.

Are we CEOs “chickening out” in our pricing (taking less money than we should for the value we are deliver-
ing), then telling ourselves that it’ll buy loyalty? It is difficult to be aggressive in pricing since it means that
we’ll grow less in all economic phases. But if price is a real hurdle, it means that the customers we sign on
will really care about the extra effort they bought in exchange for that higher price. The customers that are
only willing to pay for commodity level products or services won’t ever be loyal customers. Could it be our
“disloyal” customers never really valued the “extras” we thought were buying us loyalty?

Are we CEOs overreacting to a few bad apples? If by and large our approach to customer loyalty has
worked well and helped us grow, maybe we shouldn’t change a thing because a few customers betrayed us
in the downturn. Nothing works perfectly! Sometimes staying the course is the right thing.

Are we reminding them of their “extra” benefits? Sole source suppliers may find that their customer, who
was at first amazed at the step up in service and quality, may forget their prior, bad suppliers. They’ll soon
take for granted the high service levels, and forget that performance is way above the industry standard.
You become the new standard, and at the slightest mistake, you become the “bad guy”. Your sloppy com-
petitors will claim to be able to do what you do, for less money, and they’ll be in again and you’ll be out.
The customer may discover their mistake, but it’s too late for you. A quick read on this topic is The Paradox
of Excellence, by David Mosby.

| often tell my clients what | would do if | were in their shoes. So here | go. I’'m going to keep going the ex-
tra mile for clients that seem worthy of my trust. | don’t want to be anybody’s sucker, but | know I'll gain
more from leaving nickels on the table and over-delivering than I'll lose from the occasional betrayal. And |
want no part of leading a company that distrusts its customers. What fun is that? | want to be enthusiastic
about my customers.

Robert Sher is principal of CEO to
CEO, specializing in consulting for
CEOs and business leaders as they
navigate critical passages. He is the
author of The Feel of the Deal; How |
Built _a Business through Acquisi-
tions. He may be reached at
Robert@ceotoceo.biz.

Offering assistance in all the areas you'd expect
rom a seasoned CEO

situation assessment

business planning

recruiting and retention
mergers, acquisitions and exits
communications & messaging

top team development
mentoring
facilitation

CEQ'’s accountability
getting un-stuck

Author of The Feel of the Deal: How | Built a Business through Acquisitions
(www.thefeelofthedeal.com)
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