CEO TO CEO

Assisting business leaders as they navigate critical passages

January 20, 2010

“Keep after it, you’ll get there! Persistence pays”, said the CEO. We say that to

our teams whenever the going gets tough, downturn or no downturn. We even
say that to ourselves when we’re feeling a bit beaten up. That’s the positive side
of our psyche. But then the paranoid part of every CEQ’s brain pipes up with, “But
will we get there? Is it possible? Are we pursuing the wrong goal? Are we run-
ning the wrong race?”. All CEOs grapple with these two perspectives, but the best
CEOs keep them well balanced. This month the Insomnia Factor focuses on an

analytical framework that can help.

The

NSOMNIA eact,,

What keeps CEOs AWAKE AT NIGHT

—and what to do about it.
You Don’t Have to Swim Upstream

By Robert Sher

It's been a tough year. Maybe a tough two years. Most chief execu-
tives and business owners have kept cranking, pounding away in an
effort to make things work. | admire that. It shows determination
and resolve, and a positive attitude. I've logged many years like that
as a CEOQ, over several downturns. But please, just for a bit, leave the
front lines and retreat to the general’s tent, take off your helmet and
armor, and over a nice salmon dinner, think about strategy.

The tasty salmon makes you think about a salmon, swimming up-
stream, jumping up waterfalls, fighting fast currents and dodging
bears to arrive at its desired destination. There it mates, lots of eggs
are laid, and it dies. Yes, dies.

My story sounded pretty good until the egg laying and dying part,
didn’t it. 1 don’t like that part either. But how many businesses are,
right now, swimming upstream brilliantly, using their CEOs and man-
agement’s smartest tactics, only to die or waste away in the next few
years anyway?

If I were a salmon and could choose, I'd rather be a young salmon,
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Recent Client Work
+ 2-day Strategic Offsite. | facili-
tated this working getaway to think
deeply about this company’s strat-
egy for 2010.

+ Employee Review & Reten-
tion. | coached this client as he
developed a better process for
evaluating and retaining key talent.

+ Board Meeting Presentation.
This client got their first VC money
and now the CEO needs to lead the
board through more formal meet-
ings. | created the template and
we talked board strategy.

+ New Initiative Business Plan.
This organization has decided to
attract foreign companies, and I'm
helping develop the business plan
to make it happen.

+ Business Development Events.
Several clients are planning busi-
ness development events, and I'm
coaching on the targeting, the mes-
saging, and the delivery at the
event itself.

+ Tackling Bigger Customers. A
fast growing company is ready to
tackle the next tier of customer
size. I'll be helping think the proc-
ess through and create a plan
ready for execution.

(Continued on page 3)
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The Insomnia Factor, continued

where | get to swim downstream. That
would be easy, and fast. I'd like that. After
the river ended, I'd get to swim in the
ocean, where food is abundant, and there
are no waterfalls or fast running currents.
In the ocean I'd get to grow fat and strong.
It's just the swimming back upstream part

Networking Success is about HELPING
Somebody’s father once said, “It's not what you know, but
who you know”. That’s what a network is all about. I've got
a great network that is growing all the time, and many peo-
ple ask me how to build a network. So after giving six
speeches on it, | did a webinar which has been recorded. It’s

that sounds like work, with a disaster loom-
ing at the end. Downturns can make busi-
nesses in all stages of the lifecycle feel like
they’re nearing the end, but the truth is, all
businesses/industries are aging and matur-

called Delivering HELP in your Circle: Strategic Networking
for Business Development. Perfect to view while you eat
lunch at your desk. By the way this father thinks that both
are important — what you know and who you know!

ing, and move inexorably toward matura-
tion and decline.

Salmon are destined to die after swimming upstream. But businesses and their leaders can change products,
industries, geographies and can re-invent themselves. They can change from swimming upstream to swimming
downstream, even jump to a different river. But they can only make those big strategic changes if they see the
need in time, and only if they have the will and the courage.

Three years ago | left the helm of a company in the wall décor industry after 22 years. Since then, I've consulted
with quite a number of companies in many different industries. In some industries, it seems that most compa-
nies are swimming with the current, and even slow and inefficient swimmers thrive. In others, they seem to be
swimming in a neutral environment, where the slow swimmers struggle but live. In still others, the slow swim-
mers get eaten by bears, and only the strongest survive. Which environment are you in?

Chief executives must step back from the fray and assess whether the line of business they have been in will be
an upstream fight, a long cruise, or an easy downstream paddle. If after a careful (and likely painful) analysis of
your situation, you come to believe that the industry structure is not in your favor, then you need to signifi-
cantly modify your business or migrate into a new business or industry. This is not easy, | know.

My favorite analytical tool comes from the work of Michael Porter, in his hallmark book, Competitive Advan-
tage. It was the single biggest “aha” that came from my MBA over 20 years ago. There are five forces that de-
termine whether an industry is “structurally favorable”.

The threat of new entrants. Can new businesses be started easily, enter your market and compete with you?
Some factors include the size of the learning curve, the capital investment required and the need for deep in-
dustry relationships. If it’s difficult and expensive for newcomers to enter the market, that helps protect incum-
bents like you.

The threat of substitutes. If we start by looking at the problem we solve for our customers, we might see that
there are several different kinds of solutions. The more substitute solutions, the worse it is for incumbent busi-
nesses. The ketchup makers sure lamented the invention of mustard! (Or was it the other way around?)

The bargaining power of customers. Big customers with buying clout coupled with plenty of suppliers will push
pricing down over time. On the other
hand, too few suppliers and too much
demand can result in rising prices.
Just like OPEC.

Want More Insomnia Factor?
+ Get access to all past editions of The Insomnia Factor.
+ Get a digital copy of this newsletter, with all links live.
+ Subscribe to get your own copy e-mailed every issue.
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The bargaining power of suppliers. If

(Continued on page 3)
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The Insomnia Factor, continued

your suppliers are few and bigger

than you, at capacity or don’t really

need your business, your margins will be
squeezed from the bottom. Being on the wrong
side of number three and four can erase your bot-
tom line.

Competitive Rivalry. When the four forces above
are less favorable for a line of businesses within
an industry, companies will begin to compete
heavily with each other. Rivalry increases. And
the more they compete head to head, the lower
the average profits go. That's swimming up-
stream, and the slower swimmers get eaten by
the bears. The fast swimmers survive, but are too
tired to enjoy the journey.

Take some time, maybe after your salmon dinner,
and write out a description of your marketplace
based on Porter’s five forces. Be honest and real-
istic. Better still, do the exercise with your top
team or others that know your industry. Once
you finish doing the work in today’s environment,
do it again, but as it was five years ago. If you
can, do it a third time as it was ten years ago.
Sometimes it helps to compare two or three data
points to make trends more obvious. I've hired
summer interns to help, digging through trade
journals, doing phone interviews and more.

Deciding that your line of business is structurally
unfavorable and that your firm is unlikely to pros-
per is a jarring and depressing conclusion. But it is
a low point that will spur you to action. That ac-
tion might be diversifying, selling your business,
quitting your CEO post and joining another indus-
try, or starting to learn about your next line of
business. That’s a much better alternative than
swimming upstream for a few more years only to
lay eggs and die.

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

Referral Hall of Fame, Continued from page 1

Referral Hall of Fame
Thank you to those that have referred me to a chief
executive or a speaking opportunity! Referrals are
how I grow my practice.

+ Ben Stiegler, CEO of Synertel referred me to a
CEO.

+ Mark Schmidt, CEO of Unicorn Printing referred
me to a speaking opportunity with ten CEOs.

+ Kim Walters, General Financial Manager of Invi-
sion referred me to a speaking opportunity.

+ Evan Combs, Solution Strategist Associate at CA
referred me to a CEO.

+ John Reese, Managing Director, Expense Reduc-
tion Analysts referred me to a CEO.

4+ Chris Andersen, President of Atlas Business Advi-
sors referred me to a CEO, and has included me
as a columnist in his upcoming newsletter, read
by hundreds of business owners and CEOQls.

+ John Carlevaris, Director and principal of Shae
Labagh Dobberstein connected me to a CEO.

¢+ Cheryl Hayes, VP Business Property with GE
Capital Real Estate brought me a speaking oppor-
tunity.

Presentations

(I' m always interested
+ Thursday February 25th, 5:30 pm (Pleasant Hill)

Keynote: Business Planning made Simple. This is

the keynote for a event called Financial Business

Summit, put on by Invision Development Com-

pany. Look at the full event description. Open to

business owners, CEOs and professionals.

+ Thursday, March 18, 2010, Noon (Walnut Creek)
“Delivering Help in your Circle: Strategic Network-
ing for Business Development”, delivered to
CREW, Commercial Real Estate Women’s Net-
work.
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