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THE VALUE OF CORPORATE AGILITY IN A “WHITE WATER” WORLD

One of the most interesting metaphors being used in management books and articles over the past years is the
transition of the business environment from a “clear water” world - where seas are calm, conditions are predictable and
you can see far into the business horizon — to a “white water” world. As those who have done white water rafting will
know, the term “white water” describes the most difficult spots of a fast-moving river, where currents are rough and
unpredictable, and where the next turn could hide a calm stretch of water or a 100-foot drop down a waterfall.

This concept of a “white water” business world was starkly brought to life during the recent financial crisis. In the
frightening environment of the past few months, we saw planning cycles dramatically shortened from years to months
or even weeks, scenaria and business plans falling woefully short in predicting the sharp drop in sales that was just
around the corner, and companies experiencing months of sharp decline followed by months of improvement with no
apparent rhyme or reason. The most significant result of this recent crisis in Greek companies is not so much despair as
uncertainty: today, if you asked business executives to forecast their company’s results over the next months or to
produce a budget for 2010, most would admit an inability to do so — or at least with any level of confidence.

More significantly, this crisis brought into sharp focus not only the possibility of massive collapse in revenues and profits
but also the importance of quickly taking advantage of the opportunities that arise. In several business sectors, the
turbulent “white waters” of today’s environment have produced great opportunities for growth for those who were
prepared to seize them. Internationally, cash-rich companies are just beginning a round of acquisitions of competitors or
suppliers that are undervalued due to the crisis, improving their own competitive position. In Greece, one of our clients
— an international insurance firm — has seen its revenues in 2009 grow completely unpredictably by more than 50%, due
to the inflow of insurance agents that were scared away from the Greek insurers after the recent foreclosures,
voluntarily bringing their portfolio of thousands of clients to the more respectable and safe options available. As the
crisis unfolds, the traditional “grow then consolidate” approach has to be abandoned, and the ability to seize growth
opportunities while at the same timedacing a difficult and restrictive environment has become critical.

As those who enjoy white water rafting can attest to, this new business environment can be remarkably exciting and
rewarding — provided managers understand that the traditional skills and structures that have served their company so
well in the clear waters of the past are not only useless but potentially harmful.

SURVIVING IN THE NEW BUSINESS ENVIRONMENT

Continuing the metaphor, | will say that companies need to change themselves from orderly rowboats to agile and
flexible rafts in order to survive this new world. They need to develop new skills and structures and most importantly
they need to abandon old ways of working and pre-conceptions about their business, transforming themselves in order
to survive this new “white water” environment. In a nutshell, the key elements of this transformation are listed below:

ROWBOAT ELEMENTS RAFT ELEMENTS
Organization and Structure Flexibility
Discipline Initiative and autonomy
Control mechanisms Feedback mechanisms
Static plans Adaptive forecasts
Complicated procedures and rules Simple principles and values
Information Knowledge
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First of all, rowboats — and traditional companies — depend on a clear and rigid organizationwith well-defined roles,
reporting lines, employment structures and hierarchies. The leader is clearly defined in all situations (in rowboats, he’s
the one sitting facing the others!) and his voice is the only one heard setting the pace. Everyone else knows exactly
where their place is, who sits next to them, what their job is, and what is expected of them. To take the metaphor even
further, the required effort of each individual (how hard they row) is often defined by the leader, and they are expected
to do no worse but also no betterthan what is required, because otherwise they disrupt the rhythm of the boat. In the
new environment, companies need to behave more and more like well-trained rafting teams — where accountabilities
are shared and roles are flexible. New corporate models often rely on a virtual set of employees that may include
external advisors, part-timers, sub-contractors, partners and strategic allies, all of whom need to work together without
the traditional “sticks and carrots” of corporate hierarchies. If someone looks at the way a good rafting team navigates
the waters of a particularly hard river, they will see people doing their own thing — moving their oars independently,
shouting at each-other without any clear pattern, even changing places in the boat — but always managing to co
ordinate and to work together as a team

This brings us to the second element of change within companies — from strict discipline and following orders to
initiative and autonomy Increasingly in the current environment, companies have to allow decision making to flow
across the organization, moving from the traditional leadership to the front lines, and responding very quickly to an
environment that changes in a matter of weeks instead of years. This is one of the hardest changes to make within
organizations, especially those — public and private — which are used to shifting decisions upwards in order to shift
responsibility to their bosses. This “tell me what to do” mentality has to be broken, and companies need to train their
people to take decisions —and bear the consequences of these decisions — at all levels of the company.

|ll

Next comes the need to complement traditional “control mechanisms” such as quality manuals and audit reviews with
more immediate and adaptive feedback mechanismsuch as customer surveys, performance dashboards, MIS suites
and back-testing systems for key policies. The reason for this is two-fold: firstly, to provide quicker, accurate and useful
feedback to a much wider set of decision-makers across the organization so they can take decisions quickly and
correctly, and to shift the focus from whether we aredoing the right thingto whether we achievingour goak (a subtle
but significant difference). Secondly, to change the mentality of the company from “who’s to blame” to “what do we do
now” when decisions go bad. This is not to say that people should not have to bear the consequences of their decisions,
and be judged by them. However, | have seen many managers always take the less risky decisions because they were
motivated to do so by their fear of being censured if they went the extra step, and destroying value by avoiding perfectly
reasonable calculated risks.

Another key change in today’s world is that company plans- be they long-term business plans or even annual budgets —
have been proven to be mostly obsolete, and often misleading. In terms of our favorite metaphor, the well-charted
route of a traditional rowboat with a clear path to its goal has been replaced with a constant series of twists and turns,
which have to be navigated through a continuous revision and realignment of the company’s position. Time and again
over the past year | have seen managers admit that the depth of the current crisis could not have been foreseen “even
in their most conservative scenarios”, and this massive failure of the traditional planning tools is reflected especially
today, where business planning and budget processes for 2010 are either recognized to be just an intellectual exercise
or — what’s worse — abandoned all-together. The answer of course is not to abandon these planning tools, but to
shorten their horizon- for instance, to keep doing the budget but instead of once a year do a monthly rolling 15-month
forecast as one of our clients has done; or to do the whole business planning process but focusing on the next six
months rather than the next five years.
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Along the same exact theme, another major change in today’s environment is the shift from complicated procedures
and rulesto simpler principles and valuesA famous professor of managerial organization once said in a lecture that
“the answer to increasing chaos is not to increase complexity in your rule system but to rely on a simple set of principles
applied by highly autonomous and intelligent people”. As an example of this, one can go back to the 10 commandments
— which encompass a whole ethical philosophy in 10 simple rules — or, on a more corporate basis, to the Disney vision
statement (“We make people happy;’which, if applied in all its dimensions, would be enough of a corporate process
manual for all Disney employees — from the movie producer to the amusement park vendor.

Finally, the keystone to all of the above is the shift of a company’s focus from data and informationto knowledge One
of my favorite quotes mentions that “information is turned into knowledge when one asks the right question”, and in
today’s companies there is an ever-increasing need to formulate the right questions — which have to change over time as
the environment and the company’s situation changes. Again referring to our rafting paradigm, while in a rowboat each
member of the team only needs to know how fast to row, in a raft every member of the teameeds to be aware of the
surrounding environment, the activities of every other member and the conditions coming ahead.

Each of the above changes may seem simple to the experienced reader of management literature. However, the catch is
that each one of them, executed on its own, is not nearly enough, and can often lead to chaos within an organization.
Louis Gerstner, the turn-around CEO of IBM, says in his book “Who says Elephants can’t Dance” that to out-execute your
competitors (and, | could add, to survive in the current environment), you have to “communicate clear strategies and
values, reinforce those values in everything the company does, and allow people the freedom to act, trusting they will
execute consistent with those [strategies and] values”. In a nutshell, Gerstner says that it takes commitment to apply the
whole package, and completely change the way a company does its business from the top to the very bottom.

REINFORCING CORPORATE AGIEOYRKEY INITIATIVES

The best term | have found to summarize all of the above elements — and the term which best describes a well-trained
rafting crew— is “agility”, which according to the dictionaries denotes “the gracefulness of a person or animal which is
quick, perceptive and nimbleth the next few pages, | will try to describe in practical terms the four key initiatives that

we have seen work best in reinforcing corporate agility within an organization.

Initiative 1: Invest in appropriate feedback loops and knowledge systems

As I’'ve mentioned previously, the significance of timely and accurate feedback across the organization is critical. | have
often been surprised at companies who keep operating without any consistent set of reports which allow them to gauge
the impact of their daily decisions — or worse, who get lost in reams of data without any strategic interpretation or focus
on their key performance indicators. To show the importance of this point, consultants often refer to “driving a car with
no dashboard” — however, | would take this a step further: trying to run a company without systematic, timely feedback
loops is like flying an airplane in foggy weather without any instruments to tell you where you are heading, how much
fuel you have left or even where the ground is.

Initiative 2: Move to a more flexible cost base without sacrificing strategic assets and capabilitie

We have seen many companies respond to the current crisis with a panicked, erratic cutting of all costs that are deemed
non-essential; this response, which | have dubbed “corporate anorexia”, often results in a dramatic drop in motivation,
in the loss of key resources (people, knowledge, assets), and in the weakening of the company which finds itself lacking
energy to persevere in hard times and to seize new opportunities when they come. The alternative that we propose is a
systematic and intelligent evaluation of all cash outlays within a company in order to identify where these expenses can
be made more flexible through outsourcing or other methods, while at the same time protecting the most valuable
strategic assets of the company.
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Initiative 3: Expand your reach to efficiently cover more potential and currenécts

Another negative side-effect of this crisis for Greek companies is to make them more introverted and “closed up”,
focusing their energies on the company’s internal problems and giving little attention to their clients, who most probably
are facing problems of their own. Once again, this reaction — albeit natural - needs to be reversed. Finding new and
efficient ways to reach more customers (through the web, through alternative sales networks, though your company’s
people, through strategic partnerships) produces more revenue opportunities, shows customers that you are there for
them in times of crisis, and increases the responsiveness of the company, making it more able to quickly and accurately
take advantage of the shifting conditions of the marketplace.

Initiative 4: Show trust in your proven people

While the natural inclination of a corporate leader is to tighten controls in times of crisis, establishing a more “military”
approach, this again may be the wrong way to go. In order for a company to become more agile and to face this new
“white water” environment, it needs to be able to identify its most loyal and capable people, show them it values their
input and initiative, provide them with a clear picture of the situation, and entrust them with the degrees of freedom
required to respond to it. Only by creating such a strong leadership team could any CEO hope to face the complexity and
demands of the current crisis without folding under its constant pressure.

OCTANE’s senior staff has seen many situations, in companies ranging from under 50 to more than 5,000 employees,
where applying these initiatives with commitment and consistency helped them become more agile, enabling them to
succeed where larger, “heavier” competitors failed. The use of virtual, flexible and intelligent IT systems and services is a
key enabler of these initiatives, as these systems address the second most important asset of today’s businesses:
knowledge. By far the most critical success factor, however, is the alignment and motivation of a company’s core team
of people, who often need to change their behaviors and leverage their experience in different, often uncomfortable
ways. Re-aligning a management team and turning it from an ordered rowboat crew to a flexible and pro-active rafting
team is perhaps the most crucial challenge in today’s world.

Yanni Spiropoulos is the Managing Director of OCTANE Management Consultamisyoung consulting firm staffed by a
team of experienced consultants and executives, whose ambition is to help Greek companies become more competitive
through practical, real-world advice and implementation support delivered in a fast and efficient manner.

For more information about OCTANE or the ideas in this article please see www.octane.gr or call 210.3617.190.
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