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ELECREM

An entrepreneur looks at the global market.
This case was written by Al Stewart, Pôle Universitaire Léonard de Vinci, France as a part of Leonardo da Vinci project “Moving towards the case method”.

It is intended to be used as the basis for class discussion rather than to illustrate either effective or ineffective handling of a management situation.

My first mission

I looked at the coffee I had spilled over his desk and wondered if my first solo mission as a consultant would also be my last. This 65-year old Corsican, who looked more like a colonial officer than the manager of an industrial SME, had made a strong impression on me. He was about six foot high and well built, probably a yachtsman or a tennis champion in his spare time, with authority oozing from his countenance, his look and his voice. He both spoke and moved with the controlled energy of a black-belt judoka. His short, grey hair was impeccably combed, his colourful casual clothes were of excellent taste, and the glass-top desk in his tidy office had three neat piles of well-ordered papers … which were now soaking up the puddle of sweet, hot black coffee which I had just spilled.

"I … I'm terribly sorry!" I repeated, going as red as a tomato as he mopped up the coffee with his assistant Jacqueline. She looked at me as if I had assassinated the President of the Republic, as much in disbelief as in rebuke. In what was much more a challenge than an offer she asked: "Would you like another cup?"

By now I was afraid I would stain the carpet, so I blurted "No, thanks … really." Then I tried to regulate the colour of my face through the power of positive thinking, and to concentrate on the questions I had prepared.

"To… to come back to … your international vision", I started, but my mind was as blank as my face was red, or - which was worse - as Mr. Fattaccini's financial reports were brown, and sweet, and hot. I could no longer remember the brief I had prepared, and I was too nervous to improvise, so I just let him speak about himself, his company and his vision of global opportunities. 

"There are not even 20 people in this company, yet 10 languages are spoken : English, Spanish, Portuguese, Mandarin, Polish, Russian, Arabic, Hindi, French and Corsican. It's very rare to have so many languages spoken in an SME. Now we are setting up in Mexico and in Jakarta."

"That's interesting from the point of view of Intercultural Management," I said. I tried to remember where Mexico and Indonesia were situated on Geert Hofstede's four indices of Power Distance, Masculinity, Uncertainty Control and Individualism. "What different problems do you meet in the management methods abroad … I mean in managing people?"

"I don't see any problem of intercultural management. I travel very frequently, you know. Last week I was in China. Next week I'm going to Indonesia, and then to Mexico. I am so used to meeting different people that I adapt automatically. People are basically the same everywhere." 

I had been teaching Hofstede in a business school for a few years, and I firmly believed in the existence of Intercultural Differences, so I rephrased the question: "But don't you think there is a different approach to risk, for example?"

"There is no risk in small business," he said forcefully. "There is simply no time for discussion, it's either yes or no. The contract is signed when we receive documentary credit; that's irrevocable, confirmed by a French bank. Even if someone offered us twice the price, but wanted to pay another way, the answer would be no. We simply haven't got the time to discuss the matter further. No risk."

He had not answered my question - I was not talking about the risk of non-payment; I decided that I would not let it go, so I began to explain Hofstede's ideas on Uncertainty Control. Mr. Fattaccini was sitting back in his leather swivel-chair with one foot resting on the other knee. To help make my point, I tried to synchronise my body language to his - as I had learned at MBA school - and so I leaned back, crossed my legs casually and violently kicked the underside of the beautiful glass-top desk. I immediately decided that I would drop Hofstede, and just listen.

"Let's sit over there", he said, indicating a small table without any papers on it, although I did not have any means of creating a new catastrophe. Perhaps Mr. Fattaccini thought I did.

"What about research and innovation?" I asked.

"Mr. Steward …"he began. 

"Stewart", I corrected, pronouncing the final "t" so forcefully that it sounded as though I was spitting, so my face went red again, my mind went blank again and I decided that he could call me whatever he wanted from now on. 

He just looked at me, as if nothing I could do would surprise him any more, and continued: "I externalise R&D through partnerships with specialised schools - for example Ecole Nationale Supérieure des Arts et Metiers, and agronomy schools specialised in milk/butter/cheese. The students do projects for us, or integrate Elecrem for long internships. We are also in contact with the National Institute for Research in Agronomy at Rennes, which is specialised in milk processing. We've invented a pasteurisation process using micro-filters."

"Patented ?" I asked carefully, hoping that single-word sentences would keep me out of trouble.

"We no longer think in terms of patents!" laughed Mr. Fattaccini, as if I were still living in the Middle Ages. "It's a complete waste of time! You are copied every single day. You can't invent something nowadays, and hope that no-one will copy you simply because you took out a patent. Your invention will be on sale all over the world the day after it appears on the shelf."

I tried not to look so surprised, and said, as neutrally as possible: "Well, if that's your strategy …"

"Strategy is the word, Mr. Steward. And here's what I want you to do. I'm going to give you the figures on Elecrem. Given our environment, I want you to tell me in which direction Elecrem should develop."

"Yes, of course …" I began, for this was the signal I had been waiting for, to take over the conversation and show him the sophisticated company presentation slideshow I had prepared on my portable computer. However, I could not interrupt him.

"So," he continued, "the question you have to ask yourself is: what elements need to be taken into account?"

"Yes, of course, and …" I said, a little louder, but he kept on explaining what I had to do as if I were new on the job - which I was.

"I want you to look at all the important elements, technical and human. Look at religion: the world functions through clans, you know. Check out the demography, and its development, the different countries' stage of technological development, the political stability. Study consumer behaviour and habits."

"Yes, of course, but …"

"Now as you know, we have our products manufactured in Brazil and Spain, but in the near future manufacturing will be in India and China. Our start-ups in Mexico and Jakarta are commercial outlets, but they must also play a technical role by adapting our products to local needs."

"Of course, yes, and I …"

"You'll find everything you need to know on internet. It's amazing what you can find on internet! That's why we have absolutely no confidentiality policy - first of all, we have nothing to hide, and secondly you can't hide anything nowadays because absolutely everything is on the 'net."

"Yes and of course there's…"

"The figures about dairy product consumption in every country in the world are on the web. As well as the number of milk producers, of small co-operatives. That's how I manage to see the trends, then I decide where to go and go straight in. Do you know why I chose Indonesia?"

"Yes… I mean no, why Indonesia ? Do they have a high rate of milk consumption?"

Mr. Fatticcini proclaimed as if he were addressing a political meeting: "Because everyone wants to leave Indonesia. That's why I'm going in. They are all afraid, after "Nine-Eleven", the twin towers attack. But there are two hundred and twenty million people, and it's very poor, so labour is cheap there."

"Very well. Look, Mr. Fattaccini, I'll have to know a little about your set-up here, how you work and that sort of thing."

"Here there's no paper-work, no meetings, we just don't have the time. There's one monthly meeting which lasts two hours; the agenda is decided one week in advance. Anyone can put something on the agenda, provided they write it up a week in advance. That way, everyone knows what's going to be discussed, and they all come prepared. Also, everyone here has to take everything into account. In a big company, you have different departments, you can specialise. But here, each person must know what all his colleagues know, otherwise he can't participate. It's incredibly rich."

"Before I go, Mr. Fattaccini, I'd like to ask you just one last question."

"Go ahead, Mr. Steward."

"Could you tell me one management problem that really bothers you? Without thinking too much about it, just whatever comes first to your mind."

"Yes," he replied slowly and gravely. "My big problem is this: it's too expensive to produce in Europe."

I wrote that down and stood up to leave. He told me to get the latest facts and figures about the company from his assistant on the way out. I was about to say "Thanks for the coffee" but instead I just said: "Goodbye, Mr. Fattaccini."

When  I stuck my head into Jacqueline's office, she had the file in her hand all ready for me
. "That was quick!" I said obsequiously.

"Oh yes", she said, "once he has decided to do something, there's no question about lagging behind. It's got to be fast!"

Friendly advice

When I came back to the office, my colleagues were sitting round drinking coffee and talking football. They were very amused at my account of my first solo consulting assignment, and each one wanted to give me his expert opinion.

"You're wondering why your client has no marketing discourse. That's normal - in business-to-business, intuition is more important than analysis. The entrepreneur doesn't have time for factorial analysis or checking correlation levels. He understands the nature of his business, his customers are fewer than in business-to-consumer and he knows them better. In fact, the intuitive approach is more effective in B-to-B," said Mark the marketing specialist.

"Just get him to tell you about his yields, his profitability," said Yves the finance specialist. "You surely have all the ratios worked out: the acid test, the debt to equity ratio, the current ratio and that sort of thing. But you must hear what he has to say; the real information is always hard to get. Looking up a financial database is a start
, then you have to ask the right questions. Start with that sophisticated cash-flow concept that the French call self-financing capacity - they love to talk about that."

Human resources specialist Elodie wanted to help, too. "Aren't you going to have to do some organisation consulting, too? His staff is stable, and everyone knows what everyone else is doing. If the boss travels a lot, with so few people in the company, that probably means his staff are very polyvalent. You certainly don't get that in big companies! You should draw up a grid, showing each person's functions on one axis and his participation in all the projects on the other. Don't forget to include these competencies in the business plan you do. Most people forget HR in their reports."

"My friend," said Gopi, our 'wise old man' in the office, "you've got an entrepreneur on your hands. His personality will turn out to be more important than market segmentation or financial flow tables. It seems to me you're in for a helter-skelter ride, so don't give up. But you will learn a lot. You will learn more by studying his personality than by fiddling with McKinsey matrices or calculating all the ratios in the Bocconi library."

Lunch with a parrot
A few days later, I met Mr. Fattaccini for lunch. After thinking about what Gopi had said, I just wanted to chat informally and listen to him.

"… you have to be fast," he concluded, in answer to my first question about how things were going in Elecrem. He continued: "one thing is true: man wants to live, to have fun; therefore he needs money."

"That hasn't changed," I prompted.

"But things have changed," he said, "fifty years ago, there was one type of happiness in each country; now there are no borders, now you need to have money. Before, knowledge was power, that's why you had specialisation. Today, knowledge is plural, it's available, all the time and everyone can have access to it. From now on, it is human understanding that will make the difference, how you perceive who the other guy is - on the psychological level. You need a minimum level of common culture in order to have the capacity to hear what the other person is saying."

"Common culture?" I echoed.

"Of course it can be very fundamental, you don't have to be an expert in Lao Tseu, in Mao or in Marx …"

"Lao Tseu?" I must have sounded like a parrot on a perch, just repeating his words, but he didn't leave me on my perch for long.

"Yes. What I'm saying here is not just my opinion. As you know, I get to meet other SME managers in the course of my Employers' Union activities. I'm giving you in a nutshell what they all say. I believe you teach, Mr. Stewart?"

"Euh … yes, I give some management courses in a business school" I stammered, as if the question were a trap. I did not really want to talk about me (today I was tracking an entrepreneur, not a consultant or a parrot!).

"You have to teach the youngsters how to stop, how to breathe … in a word, how to reflect. Things are going very fast nowadays, that's why it has become essential to pause, relax, reflect. Do you know what I did, this morning?"

"I suppose you were very busy …" I said, which meant nothing but allowed me, in my role as Polly the Parrot, to get back up on my perch.

"I solved an insoluble problem!"

Pretty Polly raised his eyebrows, politely, at the paradox. 

"I've decided to build a milk-processing unit in East Java," Mr. Fattaccini said, as simply as if he were telling me that he would repaint the factory. "Elecrem has 75%, the local prefect has 15% and the main distributor has 10%. It does a thousand litres an hour, we buy from local co-operatives and sell to local distributors. All the profitability studies, technical studies and so on have been carried out."

I could hardly believe my ears - this was a major step, it was international diversification, it was vertical integration. It was enough to knock out a military macaw. There had been no question of this at the previous interview; "so that's how an entrepreneur acts," I thought to myself. I couldn't get my eyebrows back down.

"Well," he continued, "I'm sending a specialist out, for ten days, to get the machinery up and running. It just so happens that a French minister will be going out to Java, and I wanted to get the press in, with the local minister and so on. It's all arranged for the 14th of February. Just before I left the office this morning, my agent called me: the local electricity supply board won't be able to connect us before March!"

He stopped, to allow me to appreciate the extent of the problem. He would have given me Birdy Num-Nums, if I had squawked. 

"You've got to stop, breathe, reflect. I asked myself: 'how can I make the thing work in a different way?' The problem is not the delay in getting electricity - that's just the surface of the problem. The real problem is how to get the machines working, on the day the ministers arrive, without electricity. So I told my agent to hire a diesel generator. That way we had electricity without the electricity. See?"

What I saw was that an entrepreneur derived great satisfaction from solving insoluble problems on the other side of the planet.

"Your students need to understand, to situate themselves in the company with respect to what they really are, themselves. Not to play a role, but to allow their real personalities to express themselves."

"Personality," I repeated, in what sounded like the voice of a plum-headed parakeet.

"A company has a personality, you know, just like a man."

We started joking about companies that had personality disorders just like people, for example manic-depression, schizophrenia, narcissism, paranoia and so on. We laughed about swapping strategy matrices for the DSM-IV.

"You should ask your students, when they get back from their internships, what is common to all the different companies they have been working in. What they've all got in common is the human element. That's what we need to develop."

"So you've decided to invest in Indonesia, but it isn't the same strategic segment …"

"It's a showroom! I want people to see our machines in action, and to say 'I want the same'. The whole thing is designed to boost our sales in the region."

"That's interesting," I said slowly, trying to fit this idea into my understanding of his entrepreneur-ship, "didn't you think about China?"

His face darkened. "The big problem," he said gravely, "is how European small companies will fare up against China and India. To survive, over the next 10 years everything will have to change here in France. We waste so much time on insignificant details, in this country, we are no longer reactive.  Our young people will have to be free, to become adventurers instead of looking for comfortable social benefits and perks. They have to learn that they exist, that no system is going to feed them, that they'll have to pay their own way. That what's called responsibility. It's leadership. Of course, they'll get bruised, but so what? Get them to express what they really have deep down inside them. Even if they get bruised and knocked off their feet, they have to learn to get up again and stick to it. Look at me, I've been knocked off my feet thirty times! You just get up again and begin all over. Fast!"
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� The papers I was given are in annex 1 and annex 2.


� Information from the financial database Diane is in annex 3.
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