L eading the Growing Company
and Planning for M anagement
Succession




L eadersaip

m Process of influencing and inspiring othersto
Work te achieve a common goal and then giving
them the power and the freedom to achievet.

m Entrepreneurs must take on many rolesin their
companies, but noneis more important than
that of leader.

m How Iisthe leader of a company likethe |leader
of ajazz band?
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Effective L eaders

m Create a set of valuesand beliefs fior employees
and passionatéey pursuethem.

m Define and then constantly reinfor ce the vision
they havefor the company.

m Respect and support their employees.
m Set the examplefor their employees.
m Create aclimate of trust in the organization.

m Focus employees' efforts on challenging goals
and keep them driving toward those goals.




Effective L eaders

(continued)

m Providethe resources employees need to
achievether goals.

m Communicate with their employees.
m VValuethe diversity of thelr workers,

m Caebratethar workers successes.
m Encourage creativity among their workers.
m Maintain a sense of humor.




Effective L eaders

(concluded)

m Create an environment in which people have
the motivation, the training, and the freedom to
achieve the goalsthey have set.

m Become a catalyst for change when changeis

needed.
m Keep their eyeson the horizon.




Four Vital Tasks of a I eader

1. Hiretheright employees and constantly.
Improvetheir skills.

2. Build an organizational culture and
structure that enable the company to

reach Its potential.

3. Motivate workersto higher levels of
performance.

4. Plan for “passing thetorch” to the next
generation of leader ship.




How! T e Aveld Hiring Mistakes

m | ook Inside the company. fir st

B Encourage employeereferrals

m M ake employment ads stand out

m Usethelnternet asa recruiting tool

m Recruit on campus
S L




How! T e Aveld Hiring Mistakes

(continued)

m Forge relationships with schoeols and
other sour ces of Wor Kers

m Consider using offbeat recruiting

technigues
m Offer what wor ker s want




Hiring the Right Employees

m Conduct a job analysis and create
practical job descriptionsand ob
Specifications

m Plan an effective interview
m Conduct the interview
m Check references




Conaucting a Jon Analysis

m Create a |ob description - a written statement of
the duties, responsibilities, reporting
relationships, wor king conditions, and
materials and equipment used in a job.

m Create ajob specification - written statement of
the gualifications and characteristics needed
for ajob, stated in such terms as education,
sKills, and experience.

m See samplejob description from the Dictionary
of Occupational Titlesfor a worm picker.




Planning an Effective l nterview

m Develop a series of core guestions and ask them
of every |ob candidate:

m Ask open-ended questions rather than those
calling for “yes’ or “no” answers.

m Create hypothetical situations candidates
would encounter on the job and ask how they

would handle them. 4




Planning an Effective l nterview

(continued)

m Probe fior specific examplesin the candidate’s
work history that demonstrate the necessary.
traits and characteristics.

m Ask candidatesto describe arecent success and

arecent failure and how they dealt with them.




Conaducting an Effiective | nterview

m Break theilce Goal: to diffuse nervous
tension.

B AsK questions.
+ Remember the 25/75 Rule.
» Keep it legal!

m Sell the candidate on the company. Best
candidates will have other job offers. Y our

job: to convincethe best candidates that your
company is a great placeto work.




Checking References

Checking an applicant’s referencesisan
Important part of protecting a company against
making a“ bad hire.”

Isit really necessary?

Yes!! Accordingto the Society of Human
Resour ce M anagement, more than half of all
candidates either exaggerated or falsified
Infor mation on their resumes.




Company Culture

m Distinctive, unwritten, infiormal code of
conduct that governsthe behavior, attitudes,
relationships, and style of an organization.

m “ [heway wedo thingsaround here.”

® |n small companies, culture plays as important
a part in gaining a competitive edge as strategy
does.

m See Amy's | ce Creams example.




Characteristics of “Cool”
Companies

m Respect for work andilife balance
B Sense of purpose

B Sense of fun

m Diversity

m | ntegrity

m Participative management

m L earning environment




Structure
Six Styles Entrepreneurs Use

m Craftsman
m Classic
m Coordinator

m Entrepreneur-plus-employee team
m Small partnership
m Big-team venture




Commoni Errorswith lfeams

m Assigning teams inappropriate tasks
m Creating “ make-nice teams’

m Failing to provide adequate training for team
members and team leaders

m Sabotaging teams with under performers

m Switching to team responsibilities but keeping
pay individually oriented




What M akes T eams Succeed?

m Make surethat teamsare appropriate for
the company and the nature of Itswork.

m M ake surethat teams are appropriate for

the task to be accomplished.

m Form teams ar ound the natur al wor k
flow and give them specific tasksto

accomplish.
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What M akes T eams Succeed?

(continued)

m Provide adeguate support and training
fior team members and! leaders.

m | nvolve team membersin how thelr

perfor mances will be measured, what will
be measured, and when it will be
measur ed.

m Makeat least part of team members pay
dependent on team perfor mance.




The Challenge of
Mietivating Workers

= Empowerment

= Job design

m Rewards and compensation
m Feedback




Empowerment

m |nvolves giving werkersat every level of the

organization the power, t
responsibility to control t

nefreedom, and the
nar own work, to

make decisions, and to take action to meet the

company’s obj ectives.

m Requiresa different style of management from
that of thetraditional manager.

m |sbuilt on sharing information, authority, and

power .




Empowerment Works Best \WWihen
a Business Owner

I's confident enough to give workers all of the
authority and responsibility they can handle.

Playstherole of coach and facilitator, not the
role of meddlesome boss.

Recognizes that empower ed employees will
make mistakes.

Hires people who can bloessom in an
empower ed environment.




Empowerment Works Best \WWihen
a Business Owner

(continued)

B [rainswoerkersto continuously upgrade ther
skills.

m [rustsworkerstodother jobs.

m Listenstoworkerswhen they have ideas,
solutions, or suggestions.

m Sharesinformation with workers, perhaps
using open-book management.

m Recognizesworkers contributions.




Job Design Strategies

m Job simplification - breaks work down into Its
simplest fiorm and standardizes each task.

m Job enlargement (horizontal job loading) - adds
moretasksto a|ob to broaden its scope.

m Job rotation - cross-trains wor kers so they can
move from one job in a company to others,
giving them a greater number and variety of
tasksto perform. Often used with a skill-based
pay system.




Jop Design Strfategies

(continued)

m Job enrichment (vertical jolbloading) - builds
motivatorsinto ajob by increasing the
planning, decision making, organizing and
controlling functions (which traditionally were
managerial tasks).

m Five core characteristics:
+ SKkill variety
Task identity
Task significance _—

Autonomy Enriched
Feedback Job




Job Design Strrategies

(continued)

=lextime - an arrangement under which employees
oulld their work schedules around a set of “ core
nours’ —such as1l am. to 2 p.m. — but have

flexibility about when they start and stop work.

m Job sharing - a work arrangement in which two or
mor e people share a single full-time j ob.




Job Design Strategies

(concluded)

m Flexplace - awork arrangement in
which employeeswork at a place other
than the traditional office, such as a
satellite branch closer tothelr homes

or, IN some cases, at home.

Telecommuting - an arrangement in
which employers have employees )
wor king from their homes use modern “

communications equipment to hook up 3
to their workplaces. ‘é/, J




Rewards and Conpensation

m [hekey tousing rewardsto motivate
wor kersistailoring them to the needs
and characteristics of Individual werkers.

m Money Is an effective motivator — up to a
point.
» Pay-for-performance systems
+ Stock options




Rewards and Conpensation

m | ntangible rewards such as praise,
recognition, celedrations, and others can
be very powerful, yet inexpensive,
motivators.

m \What kinds of motivatorswould you rely
on If your company’s wor kfor ce consisted
primarily of “Generation Xers?”




T'he Feedback I oop

‘ Deciding
Wheat to

Measure

Taking
Action

to Improve
Perfermance

Comparing
Actual
Perfermance
Agalnst
Standards

a &

A L
Deciding
IHOW to
\Vieasure

Ve




Guidelines fior Successiul
Perfermance Appraisals

m Link the employee’s performancetothe|ob
description.

m Establish meaningfiul, job-related, observable,
measurable, and fair performance criteria.

m Preparefor the appraisal by outlining the key
points you want to cover with the employee.

m | nvite the employeeto provide an evaluation of his
own job performance based on thecriteria.




Guidelines fior Successiul
Perfermance Appraisals

(continued)

Be specific.

Keep arecord of employees critical incidents—
noth positive and negative.

Discussthe employees’ strengths and weaknesses.
ncor porate employees’ goalsinto the appralsal
K eep the evaluation constructive.




Guidelines fior Successiul
Perfermance Appraisals

(concluded)

m Focuson behaviors, actions, and results.
m No surprises (for ether the employee or the

business ewner ).

m Plan for thefuture. Smart business owners spend
about 20% of a performance appraisal discussing
past performance and 80% developing goals,
objectives, and a plan for improving perfor mance
In the future.




Eamily Businesses

m Make up 90% of all U.S. businesses.

m Compriseone-third of the Fortune 500
companies.

= Unfortunately, only 30% of first-generation
businesses survive into the second gener ation.

m Of thosethat do surviveto the second
generation, only 12% makeit to thethird
generation.

.




Wiy is Viianagement
Suiceession So Difficult?

No management succession plan!

+ 81% of all business foundersintend to
passther companieson to their children.

» But... 25% of family business owners have
no formal management succession plan!




The Succession Plan

Step 1: Select the successor .
Step 2: Create a survival kit for the successor.
Step 3: Groom the successor.

Step 4: Build an environment of trust and

r espect.
Step 5: Copewith the financial realities of
estate and gift taxes.




Coping With Estate Traxes

Buy/Sell agreement

L ifetime gifting @%[2

Trusts

+ Bypasstrust S
» Irrevocablelifeinsurance trust \‘/
» Irrevocable asset trust

+ Grantor-Retained Annuity Trust (GRAT)
Estate freeze

Family Limited Partnership (FLP)




