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27 Challenges: Getting to the Core of Critical Issues

The 27 Challenges and their opposite, the 27 Strengths, have been used with thousands of
CEOs and their management teams to help identify and address areas of concern.  So many
issues that create chaos in a business aren't identified correctly.  Or they get bunched together
under one big issue which can lead a business owner to solving one aspect of the issue and
ignoring the others.

The reason it's important to recognize and articulate your top challenges starts with knowing
that if you can name a problem you can fix that problem.  If you identify a problem incorrectly,
you are simply adding another layer of confusion to your business and wasting time and
resources.

For instance, when you start finding that your profitability is eroding, margins are deteriorating
and customers are migrating away do you calmly assess the situation and recognize that you
need to have a flexible planning model, a 12-month profit plan and a better understanding of
your cost of goods?  Or do you panic, lower your prices, which further erodes yor profitability
and start assuming you have the wrong people in place?

Each of these 27 Challenges will impact your company as you grow.  The approach that the
concepts underlying the 7 Stages of Growth uses helps a business owner focus on the right
things at the right time.  There are specific challenges that need to be priorities in each stage of
growth.  One of the rules that govern the 7 Stages of Growth is: What you don't get done in any
stage of growth doesn't go away.

Taking the time to identify your top challenges and getting alignment behind those top
challenges with your management team is a critical step in staying ahead of your company's
growth curve.
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The identification of key challenges can help a company put words to otherwise nebulous
issues and provide a CEO and his/her management team with a language of growth that can
uncover the root cause of these issues and put a company on a path of successfully
navigating its own growth curve.

27 Challenges

The main Business Challenges are on the top, the Strengths are at the bottom.
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Below are the questions and your response percentages and answers.

27 Challenges: Questions and Answers

(56%) I believe we are not able to quickly get systems and procedures in place as the
company grows.

(53%) I believe our profits are inadequate to grow the company.

(53%) I find that we have difficulty hiring quality staff.

(50%) I feel our customers are migrating away from our products/services.

(50%) I believe that the organization doesn't understand the impact that staff
satisfaction has on the company's profitability.

(47%) I feel we have low staff morale and voltage (potential energy) in the company.

(47%) I feel that we have weak leadership/staff communications.

(44%) I believe that we are one step behind the marketplace and our customers
change too quickly.

(44%) I believe we have difficulty diagnosing the real problems or obstacles to growth.

(41%) I believe we need better staff buy-in on key strategies and initiatives.

(41%) I find that staff training is poor.

(41%) I feel that the company has difficulty dealing with the cost of lost expertise and
knowledge when employees leave.

(41%) I believe there is a need for an improved profit design to sustain our profitability.

(41%) I believe we have unclear values throughout the organization.
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Below are the questions and your response percentages and answers.

27 Challenges: Questions and Answers

(41%) I believe we have weak product/service development and differentiation in the
market place.

(41%) I see that chaotic periods destabilize the company.

(41%) I see that the business experiences high employee turnover.

(38%) I feel that we are too slow getting new products/services to market.

(38%) I find we have poor project management and resource coordination.

(38%) I feel the company culture is generally resistant to change.

(38%) I believe we have difficulty forecasting problem areas before they surface.

(34%) I believe we have poor orientation for new staff.

(34%) I believe the organization, as a whole, struggles to understand how the
company will grow in the future.

(34%) I believe we don't have a flexible planning model to allow the business to 'roll
with the punches' and to react to change.

(34%) I believe there is a lack of confidence in our ability as a company to expand
sales.

(31%) I believe the business suffers from continual cash flow problems.

(28%) I feel we have limited capital to grow.
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These are the open-ended responses to the last question.

27 Challenges: Open-ended Answers

If you would like to add any comments then please provide them here.
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As companies grow, their complexity increases.  That complexity level doesn't increase
because of revenues or profits or equity growth.  The complexity level increases because of
the one factor in a company that can't be controlled: People!

The book by James Fischer, "Navigating the Growth Curve," refers to the level of complexity
that increases as a company adds more people.  There are seven stages of growth
entrepreneurial companies move through, and the model starts when a company adds one
employee and continues along this growth curve up to 500 employees.

The seven stages of growth get a CEO's attention because the concepts allow business
owners to do three things:

1.  Predict how growth will impact the company.

2.  Focus on the right things at the right time.

3.  Help the leaders adapt to the changes needed as the company grows.

The Stages of Growth challenges provide a CEO with critical information to help him/her look
at the past, the present and the future challenges of the business in order to better
understand what hidden agents are impacting the company's ability to grow.  Once a CEO
has identified those hidden agents and put a name to the underlying issue, those issues can
be solved so the company can move on.

Hidden Agent: The 27 Challenges

Successful companies make sure they focus on the right things at the right time.  The Stages
of Growth research captured 27 Challenges that companies face at one time or another.
Many times, it appeared that more than five of these challenges were critical for them to
address at a specific point in time.  However, the successful companies took the time and
energy to focus on just five of these challenges at any one time.  They addressed the most
critical challenges for their stage of growth and moved on.  The biggest detriment to
companies as they grow is not focusing on a limited number of key issues.

Companies that weren't able to sustain profitability year after year chased after each issue as
it appeared on the horizon.  Taking stock of the challenges every six months for their specific
stage of growth proved to be a key factor in companies staying alert to the changing
environment around them.

It's hard for business leaders who are bombarded by issues every day to take the time to
actually articulate what is occurring.  There is a growing suspicion that something is creating
a problem, but it's hard to actually identify what it is.
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The value of the 27 Challenges lies in the ability of a business owner to put a name to almost
every issue a company will face.  This allows the entire management team of a company to
address each challenge in detail, identify the steps that need to be put in place to solve those
challenges and engage the entire organization in the work of growing the business.  By using
a language of growth, the CEO can quickly align with critical issues and move the company
forward.

Below is the list of the 27 Challenges.  One goal of the Growth Curve X-Ray is to identify the
top challenges for each of the seven stages of growth and provide critical insight into how a
business owner can take that knowledge and apply it to a growing business in order to stay
ahead of that company's growth curve.

Anticipating Problems

Business/Profit Design

Cash Flow

Chaotic Periods

Communication Gap

Cost of Lost Expertise

Customer Migration

Employee Turnover

Expanding Sales

Flexible Planning

Growth Plans

Hiring Quality Staff

Inadequate Profits

Limited Capital

Market Change

Marketing Position
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New Product Development

New Staff Orientation

Problem Diagnosis

Project Management

Resistant to Change

Staff Buy In

Staff Morale

Staff Satisfaction

Staff Training

Systems Development

Unclear Values

Identify The Problem - Name It - Solve It:

The Value of Understanding The 27 Business Challenges

Recognizing that focusing on the right things at the right time is how successful companies
thrive.  Recognizing this requires knowledge of what those right things are.  Identifying the top
challenges and strengths based on the organization's current stage of growth will take a lot of
the guesswork out of where to spend precious resources.  The challenges put a name to
almost every issue a company will face, and this allows the CEO to address it in detail and, in
most cases, fix it.
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The Challenge:
Inadequate Profits

The Challenge Defined:

There are two critical activities a business must focus on in order to create a sustainable
business model: increase profits and decrease costs.  Simplistically, profit is defined as the
act of bringing in more money than you spend.  What's left over is considered profit.  Costs
are, of course, all of the funds needed to operate the business.

A business must focus on gross profits and net profits and each one requires a consistent
and well thought out strategy.  To calculate gross profits, you calculate total sales/revenues
minus cost of goods (also known as cost of sales).  Cost of goods (COGS) is the sum of all
the costs it takes to get a product or service from manufacture to sold.  Cost of goods are
made up of direct labor (the labor costs that go into producing a product or service), direct
materials (the materials that go into producing a product or a service) and allocated overhead
(a portion of overhead costs that can be directly linked to a product or service).  For example,
the COGS for an automaker would include the material costs for the parts that go into making
the car along with the labor costs used to put the car together.  The cost of sending the cars
to dealerships and the cost of the labor used to sell the car would be excluded in the COGS.
Miscalculate your COGS and you may under price or over price your products, leaving you at
risk for competitors to steal customers.

Net profit is calculated by subtracting administrative and overhead expenses such as
marketing expenses, rent, utilities, insurance, salaries, benefits, etc.  from your gross profits.
Once a company begins to understand their gross and net profits, they can make better
business decisions.  Ignoring the basics that drive profits into a company is the primary
reason businesses fail.

It is imperative that organizations are disciplined in their approach to generating profits and
that all employees have a basic understanding of how their job, the work they do every day,
helps the company make and keep its money.  This means that companies must continually
evaluate price, volume and costs as they relate to their cost of goods and continually evaluate
how to reduce or cut overhead expenses.  The organization must understand the reasons
behind why they price their product and service as they do.  Are they price competitive?

What is the value proposition?  There should always be a focus on maximizing the profit
margins for the product or service they supply.

There are other organizations out there that believe that their current profit margin rate is
sufficient for growth.  Often times this faith that business-as-usual will be enough leads to
misfortune.  Organizations must be strategically analyzing their current as well as projected
profit rates and comparing them with their business plans for the next one to three years to
ensure they are prepared for all of the financial investments coming up.

Copyright © 2013, Target Training International under Licensing Agreement with FlashPoint!
9



Inadequate Profits

27 Challenges - Sample Company

Critical Questions:

Where does the company make the most money

What is our profit plan (budget), and why is it critical?

Has the organization identified how it will make money?  What is the company's profit
design strategy?

How competitive are your prices?  Do you know what competitors charge?

How do you know if your pricing structure is effective?

Why this Challenge Must be Resolved:

According to the eMyth website, while only 42% of businesses surveyed had a written
description of the desired future state of their business, those that did grew 50% faster than
their peers, were more optimistic about the future, were 30% larger and their leaders took
home 25% more in compensation.

Business leaders that use their balance sheets and income statements to make decisions
earned 60% more than their peers, and their businesses were 45% larger.

Business leaders that tracked business metrics at least monthly earned 60% more than their
peers, and their business were 80% larger.

Having a plan and budget for next year is important.  However, plans and budgets need to be
dynamic to change with business conditions.  The process that ties the high level vision and
objectives to the execution of the details is what allows the entrepreneur's vision to be
captured by the manager and executed by the technician, and revised on an ongoing basis.

Simply driving a lot of revenue into a business does not guarantee success.  Too often
organizations believe that by focusing on top line revenue growth they have a plan for growth.
Without a solid understanding of how much money it takes to keep the doors open, and how
much money it takes to produce the product or service, a company will go out of business.

Profits are necessary for a company to grow.  So it's critical that there is a specific and well
thought out strategy for driving profits into a company.  Successful companies recognize the
importance of creating a profit plan (budget): A 12-month view of the company's core
competencies from which they derive revenue, monthly projections of revenues, cost of
goods and expenses.
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Without a profit plan, a company is like a pilot who may know the direction he is flying but has
no idea what his altitude is or how fast he is flying into that 14,000 foot mountain that lies just
ahead.

By understanding cost of goods and how much gross profit is made on each product or
service, a company can evaluate where to put its resources.  Good decisions on where to
allocate limited resources can be made.  Price points can rise or fall and stay ahead of
competitors.  By taking an aggressive view on cutting costs, a company can not only survive
in tough times but actually thrive.

By having all company employees understand how their jobs impact the company's ability to
make money, those employees see the value they bring to the organization.  When
employees feel valued, they become engaged.  Engaged employees boost productivity,
performance and profitability.  Everyone comes out a winner.

How to Overcome this Challenge:

Challenge Exercise #1:

Make sure you are doing the following:

Creating a profit plan (budget).

Identifying the company's revenue groups.

Calculating the cost of goods (also called cost of sales) for each revenue group.

Tracking gross and net profits monthly.

Do you understand what your revenue groups are?

Revenue groups are where the company drives revenue into the business and should reflect
the company's core competencies (not activities, not each client).  By setting up revenue
groups you will begin to understand where the company makes the most money.  You'll be
able to make better decisions about where to spend precious resources.

Examples of revenue groups:
Manufacturing: thread rolling; Swiss screw machine; rolled metal rods

Service: Consulting; Speaking; Products

Are you tracking your cost of goods/sales by revenue group?
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Cost of goods/sales are the expenses that go into producing the product or service, such as
direct labor, direct materials and allocated overhead makeup cost of goods/sales.

Examples of cost of goods/sales by revenue group:
Thread rolling -- direct labor would be the expense of all employees that work on products
created by the thread-rolling machine.  Direct materials would be the cost of the raw
materials that go into making the product that comes off the thread rolling machine.
Allocated overhead would be percentage of utility costs, rent, etc.  associated with running
that machine.

Do you know what your gross margins are for each revenue group?

Gross profits are calculated by taking the company's total sales minus the cost of
goods/sales.  To calculate the gross margin (a percentage) take the gross profit and divide
that number by the company's total sales.

Example of calculating net profit:
Net profit is what is left once you have subtracted the overhead and administrative
expenses from the company's gross profit.  Overhead and administrative expenses
include: salaries (not those calculated in the cost of goods under direct labor), utilities (not
those calculated in allocated overhead for cost of goods), benefits, insurance, marketing,
sales, telephone, technical support, repair and maintenance, etc.

Challenge Exercise #2:

Revisit your gross margins on your top performing products or service offerings and make
sure to explore better pricing options from all suppliers.

Do you know what your top performing products or services are?

Do you know what the gross margins are for those top performing products or services?

How can you negotiate better pricing for your raw materials?

Have you recently compared your pricing with your competitors?

Have you raised prices to keep up with increased cost of goods?

Challenge Exercise #3:

Challenge all assumptions about how you make and keep money.  Don't assume you have
identified all costs associated with your products or services.  Continue to track and monitor
costs and continue to cut costs where feasible.
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Do you know what the gross margins are for your revenue groups?

Have you recently identified products or services where margins are low and explored
options?

How can your pricing be improved?

Have you examined direct labor, direct materials and allocated overhead costs on all
revenue groups?

Do you know what your most expensive items are on the company's profit and loss
statement?

Explore areas where you can cut costs.

Challenge Exercise #4:

Do your employees know how they impact the profitability of your company?

What line items on the company's profit plan can they impact?

Do they understand how waste impacts costs?

Do they understand how staying within a quoted price impacts profit?

Help each employee understand how his/her job impacts the company's bottom-line.
Start by helping employees understand the financial basics: cash flow, sales, cost of
good, gross and net profit.  Give them examples of how just bringing in revenue doesn't
mean there is cash.

What line items on the profit and loss statement can your employees impact?  Show how
much the company spends today on those line items.  Challenge the staff to help show a
savings in the next quarter by brainstorming ideas to cut costs.  Where possible, do the same
with waste (for a manufacturing company or rework with a service company).

Track and record which products or services met their profit goals and which came in
with higher than projected.  Begin to educate employees on how staying within allocated
hours can improve profits and efficiencies.
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The Challenge:
Customer Migration

The Challenge Defined:

A critical question that CEOs must address throughout the life of their company is this:

How do I lock my customers into using my products or services?  How do I keep them from
going elsewhere?

This can be referred to as the strategic control element of a company's profit design.  There
are three concepts that hold a company's customers to them, keeps the competition from
knocking off their products or services, gives them a competitive advantage and tells them
what their average customer is worth in time and dollars.

The first concept is Customer Magnet - This measures the strength of the quality of the
product or service that magnetizes the customer to continually come back to the company.
Saying that a product or service delivers quality is no longer a differentiator.  The proof has to
be in the support and the guarantee that a company stands by when a customer complains.
It has to be in the experience a customer has when things aren't going as well as expected.

According to Bain & Company, in a recent Harvard Management Update, 60-70% of
customers will do business with a company again if it deals with a customer service issue
fairly - even if the result is NOT in their favor!

The second concept is Barrier to Entry - This measures the strength of the specific, unique
attribute or advantage that the company delivers to its customer that cannot be immediately
duplicated by the competition.  Every company needs to understand what their barrier to entry
is and fight to make sure they don't get complacent in constantly refreshing and updating this
critical competitive edge.

The third concept is Lifetime Value of the Customer - By calculating the lifetime value of a
customer, a company will better understand how long the average customer will continue to
be a customer and the total amount of revenue that average customer represents.  To
determine the lifetime value of a customer follow the formula below:

Take the average dollar amount a customer spends with you over a 12-month period.

Determine how long you expect to keep that customer in months or years.

Example: A customer, on average, spends $10,200 a year and you expect that customer
to be with you for three years.

Lifetime Value = $30,600
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This example was based on a customer spending $850 a month - perhaps in the overall
picture of business this may not seem like large client.  When you calculate the lifetime value
of this customer and see that they will spend over $30,000 with you in three years, your
perspective shifts and you pay more attention to making sure clients like this are taken care
of.

This critical number will keep a company's resources focused on nurturing that relationship,
help identify marketing resources needed to stay top-of-mind for those customers and provide
critical performance benchmarks to improve productivity and profitability.

"80% of companies believe they deliver a superior customer service.  8% of their customers
agree!"

-Bain & Company, Harvard Management Update

Critical Questions:

Is there a customer intelligence plan for staying ahead of your customers' needs?

Does the company understand its customers' customer?

Is customer service a part of your performance plan?

Do you reward employees for exceptional customer service?

Why this Challenge Must be Resolved:

It's simply a matter of good business and creating a profitable business.

"A 5% increase in customer retention can increase business profits by 25% - 125%."

Gartner Group, Leading on the Edge of Chaos, Emmett C.  Murphy, Mark A.  Murphy.

According to Frederick Reichheld of Bain & Company, acquiring a new customer is six to
seven times more costly than retaining an existing one.

Not only is the loss of a good customer a financial impact, but it's also a public relations
impact.  "Satisfied customers tell nine people how happy they are.  Dissatisfied customers tell
twenty-two people about their bad experience."  Allbusiness.com. What are your customers
saying?
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How to Overcome this Challenge:

Challenge Exercise #1:

Keeping your customers happy requires an intentional approach to capturing, nurturing and
keeping customers.

Who in your company has direct impact on the care of those customers?

Have these employees discuss how to handle customer issues such as:

1.  A satisfied customer calls in and says how much he enjoys working with your company
- what happens?

2.  A customer calls in with a challenging question - how do you answer it?

3.  A customer calls in and doesn't know whom she needs to talk to - how can she connect
with the right person?

4.  A customer walks in angry or upset - what do you do?

5.  A customer calls in and is abusive - how do you handle him?

Identify the role each employee has in managing customer expectations and a level of
customer rapport training to weekly or monthly get togethers.

How is that communicated throughout the organization?

You may also want to add customer satisfaction indicators to your performance reviews for
employees.
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Challenge Exercise #2:

Gather key employees together and explore how well the company is handling customers on
a monthly or quarterly basis.  If you have created growth circle teams, this may be an ideal
topic for one of their scheduled meetings.  Here are a few questions that can spark
conversation.  Write down how people responded, and capture and implement ideas that will
increase customer satisfaction.

Is there a customer intelligence plan for staying ahead of your customers' needs?

Does the company understand its customers' customer?

Is customer service a part of your performance plan?

Do you reward employees for exceptional customer service?

What can your customers expect from you?

What do you need your customers to do?

Do you test to see if your value proposition is clear?

How will you understand your customers' viewpoints?

Are there ways to ensure you don't overpromise and under deliver?

Are you able to identify customer issues before they become issues?
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The Challenge:
Hiring Quality Staff

The Challenge Defined:

Of course organizations want to hire quality people.  The challenge is figuring out what makes
a quality person.  A perfect fit for one company, as it relates to an employee, may not work for
another company.  So what constitutes a quality hire?  And how do the leaders go about
making quality hires?

The cost of hiring the wrong individual can be at least three times the individual's annual
compensation.  Taking the time to hire correctly is truly an investment in the future success of
the company.  The secret to making the right hire has everything to do with having clearly
defined expectations for each position and the hiring tools and processes that help hiring
managers effectively screen candidates.

Companies that hire well have:

A clear mission

A clear vision

A clear purpose

Core values

Defined position requirements

Here is a three-step hiring process.  The value in this process is the involvement of critical
stakeholders - people who will have direct involvement with the position - thus creating buy-in
regarding the need for the position and the type of person the stakeholders believe can
successfully fill this position.

Step One: Develop specifications for the position

The leader should identify the position's stakeholders.  These are individuals who have a
direct interest in the position; understand the position intimately; who manage or directly
report to the position; or who have done or currently are performing well in the position.  The
stakeholders will meet in a brainstorming session to determine the key accountabilities for the
position.  The key accountabilities should focus on the five to six main results (big picture) for
which the position is responsible.  The stakeholders will also complete a job assessment,
which will identify the communication style, motivational rewards, personal skills and/or
acumen required for superior performance in this position.
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Step Two: Create the job description

The leaders should use the key accountabilities and job assessment results to further clarify
the finer details of the position.  Ensure the position's areas of responsibility have been
clarified, including recurring duties and areas of accountability.  When employees understand
what is and is not required of their position, companies will get a much higher level of
performance just from this communicated expectation.  The job description should consider
the desired experience, skill sets and previous education required.  The job description
should also include a description of the working environment, expected travel time, recurring
meetings, etc.

The job description should be as detailed as possible, and it should be used during the
on-boarding process to outline what will be expected from the employee; the tasks, training
courses and additional responsibilities he/she will be expected to perform.  Be sure to also
review the performance metrics of the position to ensure they include the key accountabilities
and other details identified in the job description.

Step Three: Review the current hiring process

Once the key accountabilities and job description are complete, the leaders should review the
entire hiring process and consider the process from beginning to end.

How does a department identify the need and get approval for hiring a new employee?

How and where does the job get advertised?

How do you source for qualified candidates?

How do you analyze resumes?

How do you decide which applicants get interviewed?

What does your interview process look like?  Do you have a defined interview
evaluation system?

Who conducts the first and second interviews?

How do you decide which applicants move forward for second interviews, reference
checks or background checks?

How do you decide which candidate receives a job-offer?
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Having a well thought out and documented hiring process for each position in the company
will allow for ease in hiring new employees.  Every person involved in the hiring process will
understand what's required from this position.

Critical Questions:

Does the company have clearly identified roles and responsibilities?

Does the company have a well-defined hiring approach?

Does the company recognize quality in the people they are hiring?

How do you define what makes an exceptional employee?

Why this Challenge Must be Resolved:

The hiring process is just one aspect of a comprehensive human resources program.
Recruiting, hiring, training, developing, performance management and firing are all critical
processes, and without a full and complete program just hiring exceptional people doesn't
ensure they will be productive or that they will stay.

People are a company's greatest asset.  Without great employees there is no business.  Don't
allow this very important aspect of growing the business to become a last minute exercise
where decisions are based on just getting someone in the door versus taking the time to
create an intentional approach to getting the right people in the right seats.

As a part of the leader's profit plan, he/she should be anticipating hiring needs at least 12 - 18
months into the future.  A company with a strategic growth plan in place will be able to identify
the skills and experience it needs on board to get where it wants to go.  The company will
have aggressively created a salary plan that ensures it will be able to afford the talent it
requires.

As part of their human resources program, CEOs will also want to consider the systems to
utilize.  There are many different types of human resource information systems (HRIS) and
applicant tracking systems (ATS) that could make the HR and OD department much more
effective and streamlined.  As leaders clarify and expand on their hiring process, they should
consider whether they want to use their already existing HRIS or if they should consider
implementing one for future growth.
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How to Overcome this Challenge:

Challenge Exercise #1:

How would you describe your ideal employee?

Define your organizational culture and what it means for an employee to fit in.

There are many facets that will determine if an individual will be a good hire for your
organization.  Not only will the employee need to be able to perform the responsibilities of the
position, he/she will need to fit into the organization's culture and get along with all
co-workers.

While fit may seem an intangible concept to define, if you can articulate the concepts below,
you will begin to see these traits in your applicants.  Consider your organization's:

Mission

Vision

Purpose

Core Values

No matter what system you put in place to help you hire people, you need to understand what
your ideal employee looks like for each position.

Challenge Exercise #2:

Define and revise your hiring process.  Ensure that your process is documented and available
to all hiring managers.

Consider the hiring process from beginning to end.

How does a department identify and get approval for hiring a new employee?

How and where does the job get advertised?

How do you source for qualified candidates?

How do you analyze resumes?

How do you decide which applicants get interviewed?
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What does your interview process look like?  Do you have a defined interview
evaluation system?

Who conducts the first and second interviews?

How do you decide which applicants move forward for second interviews, reference
checks or background checks?

How do you decide which candidate receives a job-offer?

Challenge Exercise #3:

As open positions become available in your organization, follow the process above to clearly
define the position and what is required for superior performance.

1.  Identify the position to be filled.

2.  Identify the position stakeholders.

3.  Conduct a brainstorming session to determine key accountabilities (five to six big
pictures results for which the position is responsible).

4.  Stakeholders complete a job assessment to define behaviors, motivators, acumen
and/or skills needed for superior performance of the job.

5.  Review the job description.

6.  Start the hiring process.

The value in using this exercise when creating positions and hiring people is to uncover
critical issues and biases people bring to the table.  It's best to get these out in the open
during the position creation process instead of the hiring process.
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The Challenge:
Staff Satisfaction

The Challenge Defined:

It's critical that employees understand how their jobs impact the company.  Employees want
to bring value to their company.  They work very hard to prove to their managers that they are
valuable.  There is nothing that makes an employee feel better than when he/she can look at
something he/she has done and know that it brought money or profit into the company.

It should be the goal of every company to help employees understand which of their activities
lie within the company's profit zone - that zone where those activities contribute to the
company's ability to make money.  Activities that are outside the profit zone waste the
company's money.  So the question the leader needs to ask is: Do employees know what
their profit zone activities are?

Not many companies take the time to explain profitability to employees.  There are three
myths that continue to stop business leaders from taking the time to educate staff on this
critical concept:

1.  Employees have little interest in how their company makes money.

2.  Profitability can't be taught to employees who don't understand a financial statement.

3.  If employees knew how much money a company made, they would demand more
money.

While sharing financials with employees has its risks, the upside of having an entire
organization focused on how the company makes and keeps money can be seen in
companies that practice a concept called open book management.  Even if complete open
book management is not for the organization, there are still financial indicators that can be
shared with employees to help them understand how the company makes and keeps money.

When employees know how their jobs drive profit, when they start to understand that the
sooner a project gets billed that activity has a positive impact on cash flow, and when they
begin the process of learning how much it takes to run a company, profits improve.  The
impact of staff satisfaction on profitability impacts how customers perceive the organization,
and the easier it is for clients to work with customer service.  When clients simply enjoy
interacting with the staff, the impact is felt in how much money they will spend with the
company.
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It is difficult to overestimate the impact of employee attitudes on the satisfaction levels of
customers.  While positive employee attitudes and customer treatment may not be enough to
fully overcome problems with product or internal systems, it can reduce the damage that
product/systems' problems cause to customer satisfaction.  If products and systems are
performing to customer expectations, happy employees are in a position to dazzle customers
by treating them with respect, courtesy and warmth.

The link between employee attitude and customer satisfaction can be seen both in
quantitative studies and in everyday life.  Think back to the last negative experience you had
with a person who was servicing you.  How did this make you feel?  Have you found yourself
making a mental note to not return to that place of business where you were mistreated?  At
the very least, you probably will not recommend an organization whose employees have
mistreated you.  On the other side of the coin, you probably can recall positive, memorable
experiences you have had as a customer that caused you to return to a place of business
and/or recommend it to a friend.

Staff satisfaction is critical to the company's success and should never be taken for granted.
Leaders shouldn't make assumptions about how employees feel about the company and their
impact.  Ask, and do it often.

Critical Questions:

What financial tools does the company use to help make better decisions?

How are employees taught how their jobs impact profitability?

Is there a belief that happy people = happy profits?

What is emotional intelligence, and what role does it play in employee satisfaction?

How are employees empowered to impact customer satisfaction?

Why this Challenge Must be Resolved:

When employees understand how the company makes money, they start asking better
questions, they start paying attention to how time is billed and they recognize the impact of
making smarter buying decisions.  It doesn't happen overnight, and this process has to be
intentional and well managed.

There are now proven studies that show a direct correlation between employees who like
what they are doing and an increase in company profits.  It isn't just a good idea to create an
environment that people appreciate and work to keep its competitive edge.
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According to a Gallup poll, 53% of employees are unhappy.  By improving the work
environment, business leaders increase productivity, performance and profitability.  Change
how employees view their world, help them see how what they do every day helps keep the
doors open, customers satisfied and profits increasing.

How to Overcome this Challenge:

Challenge #1 Exercise:

It's a much quicker connection for a sales person to see how what he/she does everyday
impacts the company's revenue.  However, while top line revenue is critical, understanding
how much it takes to run a profitable business every day must also be a part of that
education.

Start with small steps.  You don't have to open up your books.  Begin to educate your staff on
the realities of running a profitable business.  Schedule time in each department to discuss:

What does the company sell?

Where does it make the most money?

What does it cost to keep the doors open every day?

How is customer satisfaction tied to profitability?

If you have a receptionist; an accounts payable clerk, or someone that manages your IT, help
him/her link job-based activities with how the company makes money.  All employees must
understand that they have an important and direct impact on the profitability of the
organization.  If you can help your employees understand how they impact your bottom line,
they will feel empowered and valued!

Challenge #2 Exercise:

Show the direct correlation between customer satisfaction and staff satisfaction.  Survey
customers and find out why they like doing business with your company.  Are there ways to
connect individual contributions in the organization to customer satisfaction?  Customer
surveys can be done online, by phone, by mail and in-person.

Ensure the results are shared throughout the organization.

Have discussions regarding why they have the current level of customer satisfaction.

Ask what could be done to improve customer satisfaction.
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Challenge #3 Exercise:

Does your organization believe happy people = happy profits?

How do you support employee satisfaction in your organization?

What type of employee satisfaction programs could you implement to improve staff
satisfaction?

Events can be as simple as team contests, potluck lunches, company-wide games, team
outings, employee recognition programs, etc.

If there is a level of frustration or fear within the organization, how would you describe the
level of emotional intelligence throughout the organization?  How can you improve the internal
climate?
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The Challenge:
Systems Development

The Challenge Defined:

In order to make sure leaders know what systems and procedures are needed, the leader has
to have a plan that outlines how the company is going to grow.  This plan should answer
questions like:

Are you planning on expanding into other states or countries?

How do you deliver your services from multiple locations?

What skills will you need as the company grows?

There's a tendency when activity levels within a company increase tenfold for the leader to
start throwing people at the activity.  The irony is that when he/she does this he/she actually
creates a more complex organization that is more difficult to manage.  As a result of throwing
people at the problem, the company ends up in another stage of growth before it is ready.
The company struggles even more because the necessary systems to build a suitable
infrastructure to handle this new level of complexity has not been created.

It's much easier to decide something is a people issue than to determine it's a process issue.
If, for example, clients are complaining that it's taking too long to hear back from the company
when they lodge a complaint, the leader may assume that the person in charge of customer
service is at fault.  The leader may think he/she should just hire another customer service
person because that won't be as expensive as implementing a CRM system.

As with many other aspects of growing a successful business, the CEO needs a plan.  The
leader needs to know what systems are important for the company, and he/she won't know
that unless he/she has run a similar company or looked for outside expertise or hired
experienced managers who have the knowledge to at least understand the problem.

Critical Questions:

What is the company's plan for growth?

Are you making assumptions that systems and procedures work?

How do you stop scattered thinking?

Can employees describe what a good system or an effective procedure looks like?
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How are employees rewarded for improvements to processes?

How does your culture encourage or discourage change and flexibility?

Why this Challenge Must be Resolved:

One of the rules for the stages of growth says that what doesn't get done in any stage of
growth doesn't go away when moving to another stage.  Ignoring the critical systems that will
help improve profitability, performance and productivity will simply slow down the company's
ability to grow.

When leaders think they don't have time, don't have the money, or don't have the people to
create and then manage these systems, they are creating companies that react to problems
instead of being proactive.  When things are going well - when revenue is strong, customers
are demanding products or services and work is abundant - companies can get away with
being reactive.

But when times get tough, when outside forces like a downturn in the economy happen, the
lack of systems and their reactive response can put companies into a downward spiral from
which they may not recover.

How to Overcome this Challenge:

Challenge #1 Exercise:

Think systems instead of people when you are dealing with growth issues.

Explore what systems other organizations in your field use and why.

Brainstorm what departments in your organization may benefit from new or improved
system.

Gather your employees together and begin exploring what's working and what isn't
working.

Challenge everyone in the company to discover problems that slow things down or that
seem inefficient.

If you have a culture that encourages people to speak their mind, jump right in.  Ask for
input.  Ask for solutions.
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If you have a culture that hasn't encouraged people's input or people's input gets
ignored or isn't solicited, you may have to take a step back and implement some
procedures that show people you care about what they say.
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Engaging in a conversation about the 27 Challenges is an excellent way to create a dialogue
around issues without the CEO or leaders feeling attacked or feeling like they haven't
previously addressed the right issues.  By using this tool, the leader will effectively be able to
create alignment within the management team about what the most critical issues are; create
engagement by allowing people's concerns to be voiced in a safe environment; and because
the exercise identifies issues quickly, the company can focus on what needs to be done,
fostering a culture of implementation.

Being able to identify issues by name - to hone in on specific issues that are creating
obstacles to the company's growth - helps the business leader efficiently and effectively
improve a company's performance.  The 27 Challenges help decipher the patterns, the
behaviors and the characteristics of the company as it grows.  More importantly, they help the
leaders be proactive in understanding how to stay ahead of their growth curve.

What you can name you can measure, and what you can measure you can improve.  By
being able to put a language to critical issues such as a company culture that is resistant to
change; difficulty diagnosing the real problems or obstacles to growth; and an organization
that needs to understand how the company will grow, an organization can uncover past
issues that may have been ignored as the company moved through an earlier stage of
growth.  It can examine current issues for where they are today while looking ahead, planning
ahead and proactively addressing issues before they negatively impact the company's ability
to grow.

The other advantage of understanding the company's specific challenges is to provide the
leaders with a language of growth that will help every single employee understand critical
issues that impact the entire organization.  CEOs live in their world of business issues and
problem solving and working to stay ahead of problems.  For most employees, they can only
see the impact on their own work situation.  By helping employees put a name to the larger
business issue, the leaders are helping them recognize that, what they do everyday can help
solve that problem.

The leaders should use the information revealed during their X-Ray to continue to help the
company grow and succeed.  Solving some of the challenges may take more time than
allocated for the X-Ray session.  Make sure to follow through on initiatives and unresolved
challenges.  Successful growth will take intentional focus and effort.
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