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<™ BrightPath . .
S eales Key Lifecycle Questions

A How do the management needs of a company
change as it grows?
I What particular chall enges
founder seeks to install long term management?
A Is corporate strategy simply the addition of
Individual business strategies?

I When should businesses be integrated and when
should they remain distinct?

I What level of strategic alignment among businesse is
desirable?
A How should boards allocate resources across
businesses when they have different risk
profiles and time horizons?
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<® BrightPath A Word of Caution

A Some Concepts will be
\‘s.\ Presented to lllustrate the
e Way SomeCompanies

Develop Over Time

A These Conceptday or May
Not Represent Issues Actually
Relevant toYour Company

A Goal: Investigate Whether
Any of These Concepts Apply
to Your Company

CAUTIORN

LS
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<™ BrightPath

Corporate Lifecycles Discussion

* . .a fascinating trip for general managers. . . .The Adizes approach predicts
corporate culture, identifies who has control, spots the causes of organizational
aging, and prescribes remedies. . . .well worth reading.”

—Business Marketing

HOWAND WHY CORPORATIONS
GROW AND DIE
AND WHAT TO DO ABOUT IT

IcHAK ADIZES

A Original Book Written in
1988 By Ichak Adizes

A Several Followup Books on
Concept
I Mastering Change (1991)
i Pursuit of Prime (1997)
i Managing Corporate

Lifecycles (1999)

A Highly Useful Concept for
Examining How Companies
Evolve Over Time
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< BrightPath ~ The Nature of Aging in Companies

High

Low

STRATEGIES

Flexibility Prime Companies:

Good Flexibility Controllability
\ and Control /
Young
Companies:
Highly Flexible
But Hard to
Control

(or Predict)

Old Companies:
Highly

Controlled But

Very Inflexible

GROWING . AGING
Prime
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W Brghthath ~ Aqi 2es6 Nine Stages
St Name Description
1 Courtship Selling an Idea, Developing &ream
2 Infancy Focus Shifts from Ideas to ProductionAct
3 Go-Go Rapid Growth and Strategic Expansion;Sales
4 Adolescence Rebithof Company Apart frjo
5 Prime Optimum Stage: Balance of Control and Flexibility
6 Stable Company Still Strong But Losing Flexibility
7 Aristocracy Insulation from Customers SowsSeeds of Decline
8 | Early Bureaucracy | Revenues and Profits PlungeyVitch Hunt Begins
9 Bureaucracy Waiting for Death; Existence Justifies Existence
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& BrightPath What Can Go Wrong
H Many Companies Never Make It to Prime

Stable
/”’ ‘\\
Prime d \\
- Premature ‘g Aristocracy
”——- 1 - -
Divorce. 8" &and Administrato
e tom
@ Unfulfilled 2y o nr eneurs
Entrepreneur .
’-——5\\
“@ Founder or
Family Trap Bureaucracy
Inability to Develop Admin Systems and Institutionalize Leadership
Infant \. . X
Infant Mortality \

a

Lack of Capital or Founder Commitment Kills The Co
Courtship o W ~N

~ Nea
@ Affair > ‘A

Fantasy Does Nor Survive First Brush with Reality

Growing Aging
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< BrightPath  painful Transitions in Corporate Life

Stable
Prime ”'—“‘.\‘\
N
N
\\
] Aristocracy
\
Adolescence \\
There is a reason many v Early
companies sell out befor Bureaucracy
or during this transition!
\ / Bureaucracy
. . 3 4 \
Critical Transitions s
Exhibited in Pain _ Death
—bu\LL\
= ~
Courtship N

\~

Painful Transitions Are Danger Zones for the Company
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® BrightPath Common Go-Go Characteristics

o A ldea Is Working; Company Flourishing
& I Sales, Not Marketing, Orientation (Revenue)
A Opportunities = Priorities (Overload)
i 106/ BP (No Strategic

I Reactive (Opportunity-Driven vs.i Driving)

A Lack of Systems

on/) 1 Ineffective Cost Accounting and Control Systems
S )N emnYT
S =8 I No Space, Org Chart, Training, Job Descriptions
|
] I Lack of Consistency and Focus (Roles, Pay)

I Organized Around People (Unclear Reporting)
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® BrightPath  common Adolescent Characteristics

A Conflict and Inconsistency!

D
i AUs vs. Themo for New Vs
I Inconsistent Organizational Goals

I Inconsistent Compensation and Incentive~

A Lack of Management Depth

A Three Big Challenges: 3
n. 1. Delegation of Authority (Lone Ranger to Specialists)
I’ 2. Change of Leadership (Professional Management)

> 3. Goal Displacement More is betterto Better is Morg
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<® BrightPath  Aythority & Responsibility Over the Lifecycle
Go-Go to Adolescent Phase Pain

Authority
Clear i / / Responsibility
Founder ey |
Authority Organlzat_lo.r_la
Awkward Responsibility
. and Painful
Role Shifts
Fuzzy .
B P L SRS —— — A B, B e =8

Courtship  Infancy Go-Go Adolesec. Prime - Stable  Arist. E. Bur. Bur. Death

sl Growing | Aging S

Much of the Pain During the GeGo to Adolescent Phase Is
Driven By the Transition from Clear Founder Authority to
Clear Organizational Responsibilities and Roles
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& BrightPath  Typical Organizational Challenges for Late

STRATEGIES

Go-Go and Early Adolescent Companies

Normal

Abnormal

A Founder Accepts Organizational Sovereignty

A Founder Squeezed Out

A Temporary Loss of Vision and Market Share
T Inconsistency in Organizational Goals

A Company Never Regains Strategic
Vision

A Organizational Conflict and Infighting
T Old Timers Vs. New Professional Managers
I Founder Vs. Professional Management, Company
T Administrative Managers Vs. Entrepreneurs
i Corporate Vs. Individual Departmental Goals

A Leadership Crisis Causes
Entrepreneurs to Leave and
Administrators Take Over

Behavior
i Still Lined Up with Old Objectives

A Inconsistent Incentive Systems Reward the Wrong A Individual Bonuses While the

Company Loses Money

A Weak Middle Management
1 Yo-Yo Delegation of Authority, Too Many Meetings

A Paralysis While Power Shifts

A Policies Made but Not Followed
T Passive Resistance to New Controls

A Decline in Mutual Trust and Respect

A Board Exercises New Controls Over Management

A Board Fires Entrepreneurial Managers

Some Challenges Are Completely Normal for This Stage of the Lifecycle

Adapted from: Corporate Lifecycles, Ichak Adizes, 1998
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<™ BrightPath

Management Challenges
Delegation Decentralization
A Transferring Responsibility A Transferring Decision-
Downward in the Organization Making Downward in

the Organization

A Requires Control
Systems in Place

A Requires Seasoned
Management

A Can Be Accomplished in
Management and Systems
Vacuum

A Management Skills Can Still //
Be Developing

7)

Decentralizing with Inexperienced Management or Poor
Control Systems Can Result in ¥ Management
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< BrightPath Remote Control Management

A Founder Seeks tdelegate from a
Distancewithout Losing Control

A Founder is Gone ButNobody Has
the Courage and/or Clout to Make
Decisionsin Their Absence

AOrganization Spen:
Trying to GuessWhat the Founder
would Want Them to Do

A Also Called SeagullManagement!

%
S
417/

)

S

N
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<® BrightPath Leadership Needs by Phase

Stable
Pri ’,4“"‘"\\
Planner/Manager pAne e
N\
........ Systems, Policies and Ao it
....... Admin Oriented Q\ i
...... Adolescence N \
~~~~~ nWe need a \
Dece = = o o : v Early
T professional )
Visionary & ... managays . 0 Bureaucracy
Results Oriented '
: G000 NHe doesnotg Birdaddrasyt a n c
R|sk&ResuIts the company.\ Heol | K i |
Oriented the company. \He doesnb
Tivant AThi s persomn yins tath glsi K&k epeytg u . 0
me. If | ran the company
: like this, we never would S
Courtship have made it. We need to =

find somebody | i ke us. o

Many Founders Are Looking for Som
(Be Like Us But Do the Things We Do Not Do)
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<® BrightPath Transitions by Phase

: Stable
Sales + Profits
Talent + Discipline pAne e
More Is Better TO \\\
Better is More Q Aristocracy
Oh.... \
..., Adolescence . \
Talent Transition 4: X Eanly
h.... ‘
Survival Assured; Bureaucracy
Entrepreneurialism
Increase
i}o-Go
Transition 3: Bureaucracy
Performance Dominate \\\
Infant ..
Transition 2: Death
ldeas Dominate
~
s ~

Courtship Transition 1: ==

Transition from Go-Go to Adolescence Most Traumatic
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< BrightPath Common Prime Characteristics

Functional Systems and Organizational Structure
Institutionalized Vision and Creativity é%(
Results Orientation (Satisfy Customer Needs)

Makes Plans and Follow Through

Predictably Excels in Performance

Growth in Both Sales and Profitability

Spins Off New Infants

Clearly Know:

i What Theyore
I Where Theyore
i How Theyoll &7 9

o Po Do Do Do To To I»

Prime Organizations Combine th€ision and Aggressiveness
of a GoGo with the Controllability and Predictability of
Implementation Developed During Adolescence
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<™ BrightPath

Goals Over Corporate Stages
Protect the
Status Quo

Can-tel | Vvou Why I hey_Q‘_ti
going to make money et s
(before the fact).  Salesand ~ >
Profits Prime > ROI
Aristocracy \

\

Adolescence  |ncrease Profitability .

While Growing at Least yal
X % Per Year

Can tell you why Profits

they made money
(after the fact). ggles and

Market Share Go-Go rxternal &
Internal
Grow at X % Per Year; !'cracy \ Politics
Hope We Make a Lot! \
tel Infant P \
Miracles
Respond to Death ‘\
N
L Courtship N

S

Growing | Aging
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< BrightPath | nterests and Focus Over the Lifecycle

As Companies Grow Management, Organization,
and Capital Begin to Require Greater Focus!
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