E-PROACTIVITY – March 04

Welcome to the latest edition of E-ProActivity. 

Our ProActivity research team have been scouring the Internet, reading business books and magazines, going on courses and talking to other successful business leaders specifically to discover new ideas that can help to make your business more successful.

We are devoting this edition to a discussion paper drafted by AVN on the “Role of a Leader”. 

But as always, we still need to remember that there are only Four Ways to Grow a Business.

Four Ways to Grow Your Business

As repetition is the mother of all learning, here they are again. There are only four ways to grow any business. Refer back to previous editions of ProActivity for examples of each of these areas.

1. Increase the number of customers (of the type you want to have)

2. Increase the number of times they buy from you

3. Increase the average sale value

4. Increase the efficiency of each process in the business.

Just small percentage changes in any of the above can have a significant effect on your bottom line profits.

In Module 1 of our “Simple Stuff That Works” software, all the above issues are covered. If you haven’t yet ordered your free copy of this interactive CD, we would urge you to do so as soon as possible - give us a call today. 

“The Role of a Leader”

We are in a world of increasing change.  Technological change.  Regulatory change.  Changes in customer expectations.

So our businesses need to continually change.

And only leadership can overcome the sources of corporate inertia and bring about the actions needed to alter behaviour in any significant way.  So to rise to the challenges of the 21st Century you need to develop strong leadership.

In his book, “Leading Change”, John Kotter predicts that – since leadership deals mostly with change and the rate of change is increasing all the time – the organisation of the future will have to become much more skilled at creating leaders; people who can create and communicate a vision and strategies.    And this will only happen through a programme of lifelong learning.

And this is backed up by the findings of Jim Collins and Jerry Porras.  In their book, “Built to Last”, they spent six years studying exceptional companies – visionary companies – to see what accounts for their success.  In the 18 visionary companies they found that only 4 times, in a combined 1,700 years, did one of the visionary companies go outside the firm to appoint a leader!  They all had processes in place to develop people as leaders from within their organisations.

The purpose of this discussion document is to get you to think about the role of a leader.  It will allow you to assess your own leadership skills.  And it will help you to identify those areas you may need to improve to become an even better leader.

What is leadership?

Leadership defines what the future should look like, aligns people with that vision and inspires them to make it happen despite the obstacles.

Sir John Harvey-Jones tells us that, “Leaders should only do what only they can do.”  But what exactly is that?  What should you be doing as a leader?

The rest of this discussion document focuses on the core tasks that you should be doing as a leader.

The core tasks that belong to a leader

These are the things that you MUST do as a leader.  You must:

1. Define your values and live by them

2. Establish direction

3. Decide on strategy

4. Build an unstoppable team

5. Set up systems to feedback key information

6. Drive the business forward

Each of these we will explore in much further detail.

Define your values and live by them

As a leader you must be the person that creates the right culture within your business.

Jim Collins and Jerry Porras found that one of the fundamental elements in the visionary companies they studied was what they called a core ideology; the core values and sense of purpose that guides and inspires people throughout the organisation.

The core values are the organisation’s essential and enduring tenets – a small set of guiding principles.

The core purpose is the organisation’s fundamental reasons for existence beyond just making money.  It is not to be confused with specific goals or business strategies, which change over time.  Core purpose should not change, although it should inspire change.  For example, the core purpose of Walt Disney is to make people happy.
The core purpose has a key role in guiding and inspiring.  It goes beyond just making money because this does not inspire people at all levels of the organisation and it does not provide much guidance.

So what is your core ideology?
There is no right or wrong core ideology; it is what you believe in.  In the visionary companies, Jim Collins and Jerry Porras found that no single item showed up consistently.  For some companies their customers were central to their ideology.  To others it was their team, to others their products or services.  Or risk taking.  Or innovation.

They found that it was the authenticity of the ideology and the extent to which a company attains consistent alignment with the ideology that counted more than the content.  And they found that the very act of stating a core ideology influences behaviour toward consistency with that ideology.

And as a result of stating their core ideology, the visionary companies more thoroughly indoctrinated their team into it, more carefully nurtured and selected senior management based on their fit with it, and more consistently aligned their goals, strategies, tactics and organisational design.

By influencing behaviour, stating a core ideology will impact on the culture within your practice.  And since many challenges within most of the accountancy practices we come across stem from a bad culture, then working on your core ideology is a great starting point in developing the right culture for your practice.

But note; if your core ideology is not passionately held on a gut level then it is not core.  It needs to be meaningful and inspirational to you and your team.

Establish direction

Your role is also to establish the direction your business is going in.  To develop a vision of the future.  To develop strategies.  And then produce the changes needed to achieve that vision.  John Kotter defines vision as “a picture of the future with some implicit or explicit commentary on why people should strive to create that future.”

Creating your vision is a creative process; think of it as translating the vision from words into pictures, of creating an image that people can carry around in their heads.  You may recall that Michael Gerber tells us that one of the most powerful things you can do is have a designer come in and paint a picture of what your business will look like when it is finally done.

Your description of what your business will look like must have passion, emotion and conviction. It must be something that you personally believe in.  It must be truly exciting to those inside the business.  And it must be so clear and compelling that it does not require any explanation.

In their book, “Built to Last”, the authors Jim Collins and Jerry Porras spent six years studying exceptional companies – visionary companies – to see what accounts for their success.

And they found that all the visionary companies had a clear and compelling vision for the future.  In fact, they referred to this vision as a BHAG (Big Hairy Audacious Goal).

And to be a full-fledged BHAG it should fall outside your comfort zone, it should take you to a truly exciting place that it will continue to stimulate progress (even after the leaders disappear) and it should be consistent with your core ideology.
The characteristics of an effective vision are:

· Imaginable – it should paint a clear picture in peoples minds

· Desirable – it should appeal to all the stakeholders in a business and should convey passion, emotion and conviction 

· Audacious – they are ambitious enough to force people out of their comfort zones and take them to a truly exciting place…

· Feasible – … but at the same time it should be attainable

· Focused – is clear enough to provide guidance in decision making

· Flexible – is general enough to allow individual initiative and alternative responses in light of changing conditions

· Communicable – is articulated with clarity so that it requires little explanation and can be understood within 5 minutes

So as a leader you need to create your vision for the future.  Since this is the starting point for everything.  As Michael Gerber says, “What does it look like when it’s finally done?”  And Dr Stephen Covey tells us to “start with the end in mind.”

But note: vision is never created in a single meeting.  It may take several months, or even years to create a great vision.  Both analytical thinking and a lot of dreaming are essential throughout the activity.

A great vision serves three important purposes:

· Clarifying the general direction for your business

· Motivating people to take action in the right direction

· Helping coordinate the actions of different people by aligning them

So once you have created your vision for the future you must communicate that vision to the team.  And if you cannot describe your vision to someone in five minutes and get his or her interest, you have more work to do.  By communicating direction in both words and deeds you will align people.  This is an important early step to building an unstoppable team.

Decide on strategy

Strategy provides both logic and a first level of detail to show how a vision can be accomplished.

Although there are many definitions of strategy, a simple but effective definition is, “considering the alternative ways of getting to point B”.  Point B is where you want to be in the future – your vision.  And inevitably there will be more than one way of getting there.  You need to consider all of those routes and then choose the best one.

John Kotter provides us with a useful illustration of where strategy fits with vision, the role of a leader and management.

The Relationship of Vision, Strategies, Plans and Budgets


	LEADERSHIP CREATES
	
	Vision
	A sensible and appealing picture of the future

	
	
	(
	

	
	
	Strategies
	A logic for how the vision can be achieved

	
	
	(
	

	MANAGEMENT CREATES
	
	Plans
	Specific steps and timetables to implement the strategies

	
	
	(
	

	
	
	Budgets
	Plans converted into financial projections and goals


Source: “Leading Change”, John P Kotter

Once vision, values and strategy have been defined, the rest of you business plan will flow from that.

Build an unstoppable team

A key role of a leader is to get the very best out of people.  In fact, in their book, “The Firm of the Future”, Paul Dunn and Ron Baker believe that “attracting, retaining and rewarding human capital is the single most important role of leadership.”  And even if you do not agree that it is the single most important role, it is undoubtedly one of the most important roles of leadership.

Here are some key areas you need to work on to build an unstoppable team:

· Getting the right people – at the end of the day recruitment is a marketing issue.  And since this is probably the number one issue for many businesses it must be done extraordinarily well.

· Goals and vision – you must inspire people with your vision for the organisation.  Having a clear vision and communicating that to the team is an important first step.  And then make sure that everything that you do is congruent with that vision AND with the core values – make sure that you walk the talk.

· Communication – communication is more than just communicating goals and vision.  Communication should be two-way.  Great leaders listen as well as talk.  You must be ready to listen to staff, and to act on what you hear.  It is also important to let people know when complaints have been dealt with, or ideas implemented, or else people will feel they have been talking to a brick wall.
· Development, promotion and learning – you should continually train and develop your team.  Training should include soft skills (e.g. time management and delegation) as well as the technical skills for doing the job.  Development includes listening to your team.  Find out what they want from life.  And help them develop their career path to achieve what they want.
· Culture – getting the right culture is not easy; but it is vitally important.  Create a culture of mutual respect, mutual trust and mutual support.  And make the workplace a fun place to be. 
· Recognition, appreciation and rewards – money is important, but it is not necessarily the most important thing.  Recognition and appreciation go a long way to getting the best out of your team.
· Leadership and management style – you need to be honest about your style of leadership and management.  If you are not getting the best out of your team it is a sign that you need to change.
It is well worth reading ‘The Richer Way’ for the dozens of ideas for creating fun, recognising people, rewarding people, developing communication mechanisms and generating loyalty.

Set up systems to feedback key information

As a leader you will need to make key decisions on a regular basis.

And the quality of those decisions will depend upon the quality of the information you have available.  Only with good and wide-ranging information can you develop a view of where your business is and whether it is moving in the right direction.  And so essential information needs to be fed back to you on a regular basis.

Talk to us about a key tool we use in our Business Edge program, which we call the OnePage™ plan.

In essence, the OnePage™ plan is exactly what its name suggests - a business plan that fits on a single sheet of A4.

The plan starts at the bottom of the page and works upwards.  So it starts with your vision.  That vision, in turn, determines the key areas in which the business will have to excel in order to achieve its goals (i.e. the “underlying success drivers”).  Next come the key factors that directly drive the business’s sales, costs and cash flow.  And finally there are the key results that have been generated by all the underlying drivers (these key results are deliberately positioned at the top of the page because they are the consequence of everything below them on the page).

In this way the plan describes all the key factors behind the business’s success, and maps them out in a logical way that mirrors the causal links between goals, success drivers and eventual results.

Not only does this give you an early warning system (by systematically measuring and monitoring everything that is really important in the business)….

…. but it also acts as a catalyst for identifying the action that needs to be taken, and for recording and monitoring the constantly updated action plans that the business plan contains.

So talk to us if you want to create your version of the OnePage™ plan and the systems to feed back the information required.

Drive the business forward

The world is constantly changing.  And the rate of change is increasing.

So standing still is not an option.  You need to change almost everything; culture, strategy, tactics, operations, policies, goals and so on.  The ONLY thing that should not change over time is your core ideology (your guiding principles and fundamental reason for being).

And as a leader you must drive the business forward.  You need the ability to question and challenge accepted practices and a restless desire to find a better way.  Great leaders are never satisfied: they always want to see things improved.  The mark of great leadership is to have this search for improvement permeating the entire organisation.

You must drive the change; without one person tirelessly demanding improvements, it will lose momentum.  You must act as a coach for the team.

There are five basic lessons we can learn from visionary companies:

· Give it a try – and quick!  No matter what, don’t sit still.  Try a lot of stuff and keep what works.  Tom Peters used the phrase, SAV – which stands for, screwing around vigorously.

· Accept that mistakes will be made – and build a ‘no blame’ culture

· Take small steps – because lots of small steps can lead to significant strategic shifts (see Kaizen below)

· Give people the room they need – allow your team to persist with ideas

· Build tangible mechanisms (i.e. systems and processes) that promote innovation.  For example, the 15 percent rule at 3M allows technical people to spend up to 15 percent of their time on their own projects.

In fact, visionary companies realise that staying in comfort zones is not the objective.  And so they install powerful systems to create discomfort – to obliterate complacency – and thereby stimulate change and improvement before the external world demands it.  These systems and tangible mechanisms include:

· Internal competition

· A strategy of consciously yielding market share as products become low-margin commodities, thus forcing it to produce new innovations in order to grow and prosper

· At General Electric groups of team members meet to discuss opportunities for improvement – upper managers are not allowed to participate in the discussion, but must make on-the-spot decisions about the proposals in front of the whole group.

· Boeing assigns managers the task of developing strategy as if they worked for a competing company with the aim of obliterating Boeing.

· Sam Walton began using a mechanism called “Beat Yesterday” ledger books.  These ledger books tracked sales figures on a daily basis in comparison to the exact same day of the week one year earlier

A great process for driving the business forward is Kaizen.  A Kaizen is a (often) small and (always) low-cost improvement that succeeds by harnessing the creativity and enthusiasm of the team.  Crucially Kaizen is not just about having an idea – it is also about giving responsibility for making each team members’ own ideas happen.  So the people with the ideas are allowed, encouraged and expected to make them happen.

Again, we use this as part of our Business Edge program, so talk to us if you want more information.  You can find out more about how Kaizen has worked in a real business by reading “How to transform your company and enjoy it!” by Ken Lewis and Stephen Lytton.  This book explains how, by using this process Bedfordshire based Dutton Engineering achieved a return of £67 for every £1 spent by using Kaizen.

Take an honest look at yourself

As a leader you must take personal responsibility for everything that is not right about your business.

Does your team feel inspired?  Do they feel part of a team that knows where it is going?  Do they buy into your vision for the business and understand the strategy for achieving that vision?  Do they find you are a good decision maker?  Do people feel they are given enough information or do they think you keep them in the dark?  Do they have confidence that you will do what you say you will do?  Do your managers believe that you delegate enough to them and allow them to get on with their job?

Answer these questions honestly.

And if something is not right in your business then it is a sign that there is something that you’ve got to learn.  Something that you’ve got to change.  And that may need to start with a change within you.  You may recall that Michael Gerber tells us that our business is a mirror of us.  If our business is disorganised it is because we are disorganised.  If our people are angry it is because we are making them angry.

Until leaders admit that they make mistakes, they cannot be truly effective.  One of the most important steps on the way to being a great leader is to ensure that you learn every day.  The key is to admit to yourself that, however many years you’ve been in business, you don’t know everything and you can always learn and improve.

So what steps will you take to become a better leader?

Suggested further reading

Start to build a library of books and tape sets on leadership, vision, strategy and people/personal development.  You need to continually develop your own leadership skills AND the leadership skills of your team.  Here is a suggested starting point for that library:

Who Moved My Cheese? - Dr Spencer Johnson

Principle-Centred Leadership - Stephen R Covey

Leading Change - John P Kotter

Built to Last - James C Collins and Jerry I Porras

Good to Great - James C Collins

Richer on Leadership - Julian Richer

How to Transform Your Company and Enjoy It! - Ken Lewis and Stephen Lytton

Gung Ho! – Ken Blanchard and Sheldon Bowles

We hope you received some value from the above. If you need any further information or wish to discuss anything in further detail, please let us know.

HAVE FUN!

Contact Details

If you want any further information on any of the items in this edition, please feel free to call your usual contact or complete the details on the information request form on the last page.

Alexander Ash & Co.

7th Floor, Ockway House

41 Stamford Hill,

London

N16 5SR

Tel

020 8802 1204

Fax

020 8809 0610

Email

paul@alexander-ash.co.uk
Website
www.alexander-ash.co.uk
About Alexander Ash & Co.

Alexander Ash & Co. Chartered Accountants specialise in helping businesses become more successful and profitable. As founder members of the Added Value Network, and working in conjunction with some of the country’s leading business achievers and thinkers, we have developed a suite of tools and resources to help entrepreneurs take their businesses and their lives from where they are to where they want to be. And, as part of our commitment to your success, we will gladly introduce you to those tools and resources free of charge.
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INFORMATION REQUEST – FAXBACK FORM

Fax to Alexander Ash & Co. 0208 809 0610

	Name
	

	Address
	

	
	

	
	

	
	

	Phone number
	

	Fax number
	

	Email
	


· I am interested in seeing the Michael Gerber video. Please inform me

of the next showing.

· Please let me have the SystemBuilder software on 30 day trial

· Please let me have a free copy of your interactive CD – “Simple Stuff That Works”

· Please let me have further information on your Business Edge Programme
· Please contact me to arrange a free personal Financial Planning Review
· Please send me a copy of the new AVN book, “Small Business, Big Difference”
· Please contact me about my will and Inheritance Tax problem.

· I am interested in the Business Builder Forum – please let me have further details

Of all the people I know in business, please add the following to your ProActivity mailing list with our compliments.
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