TOPIC: Executive Leadership and Decision-Making

IDEA: Much of our visible models of leadership and decision making come to us from the media, political campaigns, movies like “Patton,” and from superficial reports about successful historic leaders.

I believe most of this input is wrong! Running a business is very different from winning a battle or a political campaign. When one side wins and the other loses that makes teamwork tough.

The goal in business is to get the right answer in such a way that you have enough support to win.

I will use two examples from the health club industry to illustrate the issue.

PROCESS: Read, respond, if you are with me, learn about dialogue. REX will have a briefing on this shortly.

- Will
Why Executives Should Not Model Leadership on Politicians

By Will Phillips

A front-page article in USA Today (3-17-05) reports that a New England Journal of Medicine study found that obesity threatens life expectancy. This could lead to the first decline in life expectancy in the United States since we started tracking it!

Other reports (Harvard Magazine) say that childhood diabetes can reduce the life expectancy of today's children by 17-30 years.

Wow! That sounds serious, but take heart. One groups says that this research was based upon very limited data, flawed life expectancy concepts and discredited methodology. The group depicted the research as being closer to science fiction than science.

These challenges come from Dan Mindus, director of the Center for Consumer Freedom. Who does this center represent? A coalition of fast food companies, food producers and restaurants.

So which 'expert' do you choose? Do you believe the New England Journal of Medicine, that leftist collection of intellectuals?

Or the nonprofit Center for Consumer Freedom? Neither?

'The Obesity Myth'?

I am less interested in which expert you choose in the above case, than I am in using the above example to point out the nature of media-style debate.

The current, popular form of debate that occurs in the media between left and right, conservatives and liberals is divisive regardless of whether the topic is an election, the environment or medical care. The purpose of this form of debate is to ridicule the other side and persuade your true believers that they are on the right side.

This may be well and good in politics and public policy. BUT IN BUSINESS IT IS A DISASTER.

Most of you have read “Good To Great” and “Intrinsically.” You like and identify with Jim Collins’ encouragement that business teams must engage in the brutal search for the truth, without being brutal, belittling, sarcastic, ironic, undermining, etc. of each other. This approach to finding the truth is iterative, you don't get an answer and never examine it again, and you continually search and refine the truth. Collins contends that this leads to the highest performing businesses. I like that concept because it is in line with what we do during the REX Roundtables.

Much of corporate America has discarded the Collins’ method of seeking the truth for the media debate style.

I am right and if you disagree with me you are dumb, weak-kneed…

The result of this style of inquiry is that more than 200 public companies are under investigation for terrible performance and lying. And this is only the number of companies suspected of wrongdoing where there is enough evidence to prosecute. These companies seem to think, “We can't perform well, but we can tell Wall Street a great story.”

All of this is to share with you my concern that the persuasive, belittling style of political and media debate, NOT undermine or shade our private, iterative dialogue to find truth. These are two opposing and potentially incompatible methods of seeking truth. Each can erode the other. I am happy for debate to stay in the media and politics; let's keep deep dialogue our exclusive method.

IHRSA and Truth Seeking

While at the IHRSA conference I read a column in CBI by one of the featured speakers. It upset me, as I did not feel it accurately presented reality.

Here is what I wrote the editor of CBI:

In my 10 Roundtables for Health Club Executives I have always tried to bring the insights from the 34 other industries I have consulted to and not just specialize in clubs.

I noticed in the Jay Singer Column in the March 2005 CBI that he uses the word PARADO Principle.

First I have always seen and used this as PARETO after the first person to described it, Vilfredo Pareto (see the definition below). I stand corrected if there is an alternative spelling.

This is the Wikipedia definition of the Pareto principle:

“The misnamed Pareto principle (also known as the 80-20 Rule, the law of the vital few and the principle of factor sparsely) states that for many phenomena 80% of consequences stem from 20% of the causes. This idea has many applications, but it is also commonly and unthinkingly misused.

Management thinker Joseph M. Juran first suggested the principle, but it is named for Italian economist Vilfredo Pareto, who observed that 80% Italy’s property was owned by 20% of the population. The idea might be more accurately called "Juran's assumption," which states that most of the results in any situation are determined by a small number of causes. Juran’s idea frequently applies to data such as sales figures: "20% of clients are responsible for 80% of sales volume." This is testable; it's likely to be roughly right, and it is helpful in your future decision making.

A clear misuse of "Juran's assumption" is this example: "20% of individuals in an organization perform 80% of the work."

A less clear misuse is this common example: "20% of our advertising creates 80% of our increased sales." That may or may not be true; in either case it's not helpful.”

This kind of error helps some large business execs and consultants view the club industry as unsophisticated.

I would not usually mention this small error, but when I first engaged with clubs about 14 years ago, I found they were interested in retention and that they knew little of Len Schlesinger's work on the relation between staff retention and employee retention. So I called Len at the Harvard Business School (we had worked together some years earlier).

I asked about him visiting my new Roundtables of 14 club owners. His response was quite negative about working with the industry after keynoting an IHRSA convention and finding the level of business sophistication so low.

I was embarrassed. I love this industry.

Secondly, as the Wikipedia definition of Pareto's Principle shows, Singer has likely misapplied it. This is also true of so much of the writing in overly popular management books that reflect on great men's lives.

For example Eugene Borza's Military History reports:

According to most studies the main cause of Persian failure at the battle of Granicus was the lack of consensus or a cohesive battle plan amongst Persian commanders.

Whether you accept Fuller's low estimate of 15,000 Persian troops or Sekunda's grand total of 110,000, all studies agree that the Persian army at the Granicus was inferior to the invading Macedonians. The only real fighting strength of the Persians were about 10,000 cavalry and probably some 5,000 to maybe 10,000 Greek mercenary hoplites. Whatever numbers of troops exceeded those numbers may have been hastily drawn levies from the region, with no ability to withstand Alexander's drilled forces.

Real history vs. popular history often points out totally different success factors. Alexander appears to have succeeded at Guagamela the hard way, after years of recruiting and training his forces, utilizing a disciplined approach, under a single leader. The Persians had up to a dozen leaders who could not agree on a strategy.

I realize you can't read everything you print with a critical eye, but...

Thirdly, the approach to strategy presented: (head-to-head conflict) does not serve the industry (in the same way that head-to-head competition between hospitals does not improve the health of people), nor is this concept of competitive strategy current.

Here are three breakthrough books on totally new ways of looking at business success. I include a book review by a REX chair for your information (not for publication).

“Blue Ocean Strategy: How to Create Uncontested Market Space and Make the Competition Irrelevant” by Kim and Mauborgne.

“Confronting Reality” by Bossidy and Charan.

“The Future of Competition: Co-Creating Unique Value with Customers” by Prahalad and Ramaswamy.

The competitive strategy for the last three decades is a bit outmoded in a global world. These authors show new, powerful and tested ways to succeed. If we are to address the obesity issue or get America fit, we have to work together, and not as Alexander the Great did against the Persians. (PS: Alexander only lived to age 33).

I hope this letter comes across as a desire to think deeply (remember “Good To Great” and its brutal search for the truth?) about how to solve the intractable issues in the club industry.

Well RT members, I hope this stimulates you to think and dialogue, not debate.

Will
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