Banking on Tomorrow

Why “stealth KM”?

The journey begins….


Carol just sat there staring at Judy.  “Leaving? You’re leaving?  Why?  When?  

When she heard the details, she didn’t feel any better.  Judy’s father had been the President/CEO years ago, and she had gone into banking because that was one of the things that a “nice girl” could do back then.  For most of her career at the bank, she had worked part-time, only turning to full-time after all the children were out of high school and she had been in the Loan Department so long that she pre-dated all the current processes and procedures.   She was a marvel – customers loved her; management thought she was the epitome of employee excellence and included her in many core group activities; her co-workers relied on her.  Calm, slightly aristocratic, very traditional and a genuinely nice person, some of the recent changes in the organization’s structure and mission had not been easy for her, but she had always been supportive.  And now, after 17 years, she was telling Carol that she was leaving.

After Judy left her office, Carol just sat there.  Judy had given a month’s notice and in her typical gentle way, had offered to help Carol determine what duties could be reassigned and to train her replacement.  Find a replacement for Judy? How was she going to do that?  Re-assign duties?  What duties?  And with a thrill of horror, Carol realized that she didn’t know exactly where to start – Judy was one of those helpful types that everyone relied on, and although Carol knew what it was that Judy was doing, she didn’t know why everyone always came to her and how many extra things Judy had taken on.  And to top it off, she knew that no one, not even the senior lender, knew all the interlocking customer relationships.  They had been working on tying everything together in the Customer Information File, but that project was far from complete.  Kevin, Carol’s boss, was going to want to know what Carol was going to do.

“I don’t even know enough to know what questions to start asking!” Carol mourned.  “How do I know what I don’t know?”

Do we need to manage knowledge?
As the head of the loan servicing area for a community bank, my responsibility was the care and feeding of the loan portfolio – managing risk.  We had put in place the processes and procedures to handle loan quality and monitoring.  We had created ways to analyze the portfolio and were working on a customer-centric system.  I had been feeling pretty cocky about what I knew had been done – after all, risk management is less about eliminating your alligators and more about knowing where they are in the swamp and how big they are.  Now I was scared.  Not only I had not managed this particular kind of risk, I hadn’t even imagined it!   That was bad enough, but the next question was even worse:  just how do you know what you don’t know?  To answer that question, which sounded pretty stupid to me, I headed out for the wilds of the Internet.  

The first thing I encountered that made sense to me was a little diagram that has been used and overused – Johari’s window [1].  Not the rock band from Minneapolis, although GOOGLE will take you there if you are feeling lucky, but the four-paned window of self awareness that was to illustrate relationship in terms of awareness by John Ingham and Harry Luft, who were psychologists researching human personality at the University of California in the 1950's.  They came up with this nifty little tool that has been adopted for many purposes – including the one here that demonstrates the different categories of what is known.  This told me that my dilemma was not unique – I had uncovered the risk of tacit knowledge in my organization.

90% of an organization’s knowledge is tacit;

 only 10% is explicit.
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Figuring out what was in that third quadrant was the order of the day for effective risk management.  And that fourth quadrant was important as well – according to Lewis Platt, the CEO of Hewlett-Packard [1992=1999]:  “if we only knew what we know, we would be 30% more productive”.  Knowledge management started sounding pretty good – although defining it seemed to be something of a problem.  Where did one learn about knowledge management?  Back to the web, and such resources as:

· http://www.co-i-l.com/coil/knowledge-garden/kd/index.shtml. The Knowledge Ecology Fair, the Knowledge Ecology Workshop and the Knowledge Ecology Network were all the offshoots of Coil and George Por was one of the mainspring guru’s

· The ever-evolving and growing http://www.voght.com/cgi-bin/pywiki?KmWiki, which started as an offshoot of the KEW musings and quickly achieved a life of its own [2]

· The Knowledge Management Think Tank at http://www.brint.com/wwwboard/wwwboard.html where most KM newbies land and start asking questions

· The YAHOO groups, e.g. act-km http://groups.yahoo.com/group/act-km/
· Forums like Smith Weaver Smith’s talking culture, talking knowledge http://sws.collabhost.com
· And resources online such as CIO’s Knowledge Management Research Center at http://www.cio.com/research/knowledge/
The conclusion I drew from all this research:  the intellectual capital of the organization is what creates the “brand” that differentiates us from the competition in the market place.  The basic tenets:  

· People are our “profit lever” – what they know, how they apply, share, and grow what they know

· IC is knowledge that can be converted into profit -- value extraction requires developing communities of practice and networks, and changing the environments to foster networking, organizational proprietary information rules and creating opportunities for innovation

· The true purpose of a business is to create and realize value for all shareholders – customers, stockholders and associates
Therefore, if nurturing and safeguarding our intellectual capital is important, and the organization did not have a knowledge management system in place, then ascertaining the benefits of implementing a formal KM program seemed important.  Those benefits:

· Enhanced communications within the organization resulting in effective use of existing technologies and internal resources; delivery of speedy, quality solutions to existing problems; identification and elimination of duplicate efforts in differing areas.

· Improved customer service resulting in the reduction of lost opportunities due to fragmented customer information; more personalized product development, the end result being products that are more adaptive to individual customer needs presented more quickly to market.

· Increased staff retention by providing associates with greater recognition of an individual’s intellectual capital value as an organizational asset; new opportunities for continuous learning; enhanced ability to collaborate and interact with strategic planners; and more hands-on participation in meeting organizational challenges

What do we need to implement the organizational changes to implement this new program?  An alignment with the strategic imperatives of the organization, support from leadership, commitment from middle management and involvement from grass roots, and sufficient allocation of resources. [3]

The journey continues:

Carol had done a lot of research – and prepared an executive summary that posited the codifying of tacit knowledge was vital, and Kevin, the EVP/COO and her boss, had given her the go-ahead for this presentation.    She was going to propose a two-prong KM approach:

· Creation of a position with the responsibility of doing internal research – identifying, codifying and implementing innovative practices into general tools and processes.  This individual would be a sounding board and informal consultant to the organization as a whole – knowing the way around information: where to find it, what to do with it, how to make it behave. 

· Participation of the organization in an online conference, tailored to meet the specific needs of the bank and formatted to address the objectives they would set, e.g. branding, customer service, broad banding, team development, continuous improvement.

She had identified the benefits to be realized, the costs of implementation, and the costs of not doing anything.  Kevin was an executive that thought in terms of systems – if he got it, then he would provide the executive backing that all of Carol’s reading told her was needed for this kind of cultural imperative.  Carol took a deep breath, and made an appointment to meet with the boss.  

Kevin said many things in that fateful meeting – but they all added up to:  “no.” 

 First disbelieving, then indignant, then exasperated, Carol kept hammering away at the benefits.  Kevin was an avid audience:  quite willing to talk about the concepts, complimentary about the quality of the writing and research, and politely adamant about not allocating any dedicated resources.  Why should he? He asked.  From where he was sitting, everything in the proposal was already part of somebody’s job, and what she had found indicated that the organization needed to hold those individuals accountable for doing what needed to be done.  He told her that if she wanted to go to the Board of Directors herself, he would be happy to help her – but Carol knew if she couldn’t convince the COO, she could not convince anyone else that what she was proposing was necessary.   Kevin thanked her for her time, told her that he deeply appreciated her work, and the meeting was over.

“What had gone wrong?  What did I do wrong?”  Back in her own office, Carol just put her head down on the desk.  “Now what?”
Losing the jargon


Kevin’s basic question, unanswered by the presentation, was:  what is the return on investment [ROI] that senior management could expect from allocating resources to a KM program? Teamwork, continuous improvement, the search for excellence, open management, strategic planning -- all are means to an end and not ends unto themselves.   I learned that all too often, the language of KM does not address results in the terms of tangible results.  The answers usually given when the topic of ROI comes up?

Robert H. Buckman, CEO of Buckman Laboratories, a specialty chemicals maker in Memphis, Tenn.: 

“There's one other resistance that I am asked every time we're benchmarked. What's the payback? Where's the profit? I say: It didn't take a rocket scientist to figure out when we move the speed of response from weeks to hours and days that there is a payback. It shifted our competitive equation. We didn't need to measure the dollar value of that. We know that's shifted our competitive equation.”


Thomas W. Brailsford, manager of knowledge leadership at Hallmark Cards in Kansas City, Mo.: 

“This is a journey, and the ultimate arbiter will be whether you survive or not, not dollars and cents profitability. There's an inherent tension between efficiency and innovation. Current organizations have been designed for efficiency. What we're looking for in the future is innovation.”
The small businessperson, however, does indeed need to measure the dollar value of every investment; unlike the government, they have to pay their bills at the end of the month, at the end of the quarter, at the end of the year.  An organization’s vision and mission is not to manage its knowledge; a business needs to make money for it’s stakeholders, or it will not be in business for very long.  Therefore, for every investment made, there needs to be a return – tangible, quantifiable, measurable, reportable.  

On the other hand, the cost of not implementing a KM program to the bank’s bottom line [especially in daily effectiveness and in lost opportunities] seemed inordinately high to me [4].  So, I decided that I needed to analyze what was needed and sell the benefits of the individual components of the KM strategy on the basis of ROI without using the terminology.   In other words, I became an avid practitioner of “stealth KM”.  

 The term "stealth KM" is usually attributed to Rick Dove, Paradigm Shift International.  Dove wrote an article entitled "Implementing Stealth Knowledge Management" in June 1999 http://www.parshift.com/lEssays/essay054.htm in which he states the basic premise:  “The real work environment has always been based on collaborative learning, even when it is discouraged,” then goes on to describe it as a “judo mode of using the existing momentum to your favor.” All too often, the language of KM does not address results in the terms of tangible outcomes -- therefore, like any good judo master, I use means and/or terms that answer the question of the customer.  An example of how you take this approach? Don't do an intellectual capital audit.  Instead get Human Resources started on a survey to uncover the KSA [knowledge, skills, abilities] and core competencies needed to fill the various roles in the organization needed to implement the strategic plan.  HR is not in your realm of influence?  Then, you get started in your own area and share the results with your manager and HR, explaining that you wanted to make sure that you had adequate resources to address your day-to-day responsibilities.

How do I convince the businessperson that s/he needs to invest resources?  No company is going to allocate dedicated resources to knowledge management unless there is a real rather than perceived need. To convince senior management and refractory Boards of this need, and that you have a solution, is a function of talking in their terms.   I am not going to use the term knowledge management, wax lyrical about knowledge ecology, or recommend that we start actively “knowledging.”   I am probably not going to talk about continuous learning, becoming a learning organization, or organizational development.  Spouting off about ontology, corporate memory, conversing companies, narrative repositories and communities of practice is guaranteed to make the eyes of senior management glaze over, their ears close and their cognitive systems shut down, and I am not definitely not going to talk about an intellectual capital audit, listing employees as intangible assets or knowledge mapping -- unless I want to convince them that I am some sort of new age guru burning incense and conducting "feel good" seminars
Instead, I am going to phrase my presentation in terms that the small businessperson lives with every day.  I am going to talk about adding value, achieving a competitive advantage, inspiring customers' commitment.  I am going to talk about what core competencies my people need to produce the desired results.  Teamwork, continuous improvement, the search for excellence, open management, strategic planning -- all these are means to an end and not ends unto themselves – so I am going to discuss practices and procedures.  I am going to talk about providing tools to do what needs to be done smarter and utilizing my allocated resources as effectively as possible.   In short, I am going to sell KM without any of the jargon, but still address the issues of:

· People [who is doing the work?], 
· Processes [how is the work getting done?] and 
· Technology [what tools and resources are needed to do the work?]
Everybody manages what they know – some just do a better job of it than others.
The journey continues:
Carol stood looking blindly out the window.  The computer screen behind her showed the email with the news that had brought her day to a standstill – her old bank had been sold.  Sold!  After 65 years!  

That meeting with Kevin seemed like a lifetime ago. 

 The bank had never instituted a KM program – but it had started a risk management program to address problems with the credit culture, a strategic planning initiative to tear down the silos that were hindering communications, an organizational development program to address issues with the associates and an active technology program to integrate disparate applications.

Carol had moved on, recruited by a de novo bank to set up the processes and procedures in their loan administration area.  But now she was far away, visiting the past, and asking:  “what happened?”
Commercial & Farmers Bank – a case study

Meet the bank [circa 1994]:

· The sixtieth anniversary year showed an asset size of $115,027,885.

· Over-capitalized with a high efficiency ratio and problems in the loan portfolio.

· Rapidly intensifying competition from other local community banks, regional banks, national banks and others….

Commercial and Farmers Bank was located in Ellicott City, Maryland – due west from Baltimore.  Founded in 1934, back when Howard County was primarily agricultural, it was the county’s small business of the year in 1988, was listed in the Highest Rated Banks in America by Scheshunoff & Company, and received a “superior” rating by IDC Financial Publishing, Inc.   Senior management and the Board of Directors were outspoken in their desire to remain an independent community bank focused on the customers’ needs in Howard County.  In the 80’s and 90’s, at least three direct offers were turned down, and a poison pill policy implemented to prevent a hostile takeover.

1996 was a year in which the organization worked very hard across the board to realize the goals and objectives set forth in the strategic plan.  Assets continued to grow, and the net income was projected at 1.2 million, less than hoped for.  Stressing not just teamwork values, but actual team orientation, senior management tried to empower all associates to implement changes at every level of the organization.  Formation of the new holding company, Patapsco Valley Bancshares, was to ease the transition into offering new services with a greater variety than formerly.  It was the firm commitment of the Board and officers that this holding company be actually utilized and the possibilities aggressively explored as far as acquiring other institutions, formation of a mortgage company, buying an insurance company, forming a finance company are all options being seriously discussed.  The President/CEO took great pride in the fact that regulatory approval was obtained in only twenty days to take such a step.


What did we project the Bank to look like in the annual report for December 2001?  There was a consensus that the branch system would have to be expanded, primarily in Howard County by either building, leasing or acquiring new locations.  The technological base would also have to be greatly expanded, including the PC banking and Internet access.  PVB (the holding company) will have acquired either another commercial bank or perhaps an S&L to achieve the significant growth the organization needs to survive as an independent entity.  Commercial and Farmers Bank was seen as continuing as a community based bank, and remaining firmly committed to that market niche overlooked by larger institutions in the current drive to consolidation.  Other streams of income would have to be aggressively explored through more partnering outside of traditional banking as well as fee income.  It is to be hoped that the regulatory burdens that commercial banks will be somewhat eased to provide a level playing field in the rough-and-tumble market competition.  And the asset growth should top $600 million.  Employee development and succession planning would take on a greater significance in these years, at least three members of senior management were projecting retirement and others had already expressed a real interest in the opportunities presented by the holding company.  
Then – in the blink of an eye – C&F was gone.  The bank that acquired that community bank was, in its turn, assimilated four years later by another larger organization.  In the end, although the technology and processes were put in place, it was the people component that faltered:

· We moved too slowly to implement change – although we were on the right track, the speed and agility just were not there

· There was an overall lack of commitment – instead there was a lot of lip service amongst the middle management and compliance in the ranks.  Very few individuals accepted personal ownership of the change initiatives.

· The officers, an insular group, did not feel accountable for codifying tacit knowledge 

Knowledge management does not change a corporate culture; it is a reflection of it.

The journey continues:
“How in the world did they do that?” 

Fortunately the office was empty because Carol was not at all convinced that anyone really knew the answer to that question.  Even worse – she didn’t think that anyone would even think ask the question!  Carol had left the de novo because she had been recruited to help another community bank that was running into some problems.

 “Just look at this mess!” she groused to herself, “what were they thinking? Wrong question….  were they thinking?”

For the second time in her developing career, Carol had been recruited to set up a loan administration program.   This particular project was turning into a “fixer-upper” -- the infrastructure to manage and monitor the loan portfolio simply didn’t seem to exist.  She was going to have to try and piece together what happened and figure out what had gone so wrong   She could see some of the issues: the people didn’t have the skill sets needed, there simply weren’t any processes and procedures in place and the technology was poorly understood and under-utilized – and nobody seemed to get it.  

“But where do I start?” 

Maryland Permanent Bank – a case study

Meet the bank [circa June 2000]:

· A small, state-chartered, community bank, owned by a bank holding company,  
· About $126M in assets, with an independent insurance subsidiary, two existing branches and one branch built but not opened, with a total of 62 employees
· Regulated by three agencies – the FDIC was the primary regulator, with the state as the second and the Federal Reserve regulating the holding company.   And in June of 2000, the examiners had been in the bank, conducting a safety and soundness exam for over two months.
About 12 years ago, Maryland Permanent broke from its roots in the Savings & Loan industry and became a commercial bank.  The market niche it was created to serve was the small business customer who would be classified as a “B” or “C” credit – the theory was that there were many seeking financing who had sufficient cash flow, but had past credit problems that were making it difficult for them to get approved.  

While growth and profitability had been steady, in the banking community around Baltimore, it had become something of a by-word for a “revolving door” due to a succession of CEO’s, lenders and other personnel who joined the organization with a loud fanfare, only to quietly depart a few months later.  The only source of continuity was the Board, the Chief Lending Officer and a handful of employees who had been there throughout it all – and the corporate culture created by this constant churn was one of finger-pointing and recrimination.  At this point in time, the chairman of the Board had been acting as the President/CEO for a little over a year.  

The FDIC had put the bank under a Memorandum of Understanding [MOU] in the late summer of 1999, citing problems with capital and the credit culture and mandating that steps had to be taken to increase capital and shore up the underwriting and loan servicing processes.  The Chairman and the CLO [Chief Lending Officer] felt that the issues had been addressed sufficiently and faced the exam in June with confidence.  It is not known what the other officers of the bank thought – they were not informed that the MOU had been issued.  The directors, confident that the capital problem had been addressed and not comprehending the depth of the problems in the loan portfolio, used their political influence to have the FDIC come into the bank for their follow-up exam only six months after the MOU was executed – an almost unheard of act of hubris when dealing with examiners.   They were there for a nightmare 3 ½ months.  When they left, MD Perm was under a Cease and Desist order [5].  If the bank did not make drastic and material changes to the lending practices, it would be shut down.

How did things get to this impasse so quickly?  

The quick and easy answer is to say that it did not happen quickly at all – the problems had been building up over a period of time like lily pads growing in a pond until suddenly there is no more open water [6].  Reversing the trend would be a laborious project.  We broke the problem down into three main components:

Who was doing the work?  

PROBLEM: The constant turnover in the bank management meant that the board was far too involved with the day-to-day functions of the bank.  There was a critical lack of consistency, as well as banking expertise and knowledge, in key positions.  This was not only at the top, but also at every level.  Everyone in the bank felt that their positions were at the whim of the directors, and a culture of blame and recrimination sprang up. 

SOLUTION:  We started out asking the hard questions about the existing staff  -- did they have the knowledge, skills and abilities, as well as the core competencies [KSAC] to identify and do what needed to be done?  The answers to those questions resulted in more spasms of turnover as we struggled to get the right KSAC mix.  As a first step, we started out refining the way in which we hired new people.

Then we started the long, slow process of changing a culture of blame and recrimination to one that espoused teamwork values.  The new CEO, with a wealth of organizational development background, constantly sent and reinforced two basic messages:

1. Focus on the problem, not the person.

2. Be part of the solution, not the problem.

Performance planning focused on the main points that we felt had to be addressed:  tearing down boundaries and silos, keeping the focus on the customers while addressing the regulatory needs, all while keeping an eye on shareholder value. R

Keeping the focus on t 
How was the work being done?  

PROBLEM:  The strategy of the bank’s directors in targeting higher-risk customers had resulted in a high volume of sales – it was a savvy business decision that identified a viable market niche.  However, this niche was available precisely because of the risk it entailed.  To be successful, careful analysis would be needed: the inherent risks of each credit needed to be identified, monitoring put in place, and the credit transaction priced adequately to reflect the higher loss potentials. The existing, transitory management had neither identified nor put in place the risk mitigation practices needed.  That was the first part of the problem.  The second part reflected even more clearly the cost of churn – what procedures where in place resembled a Rube Goldberg cartoon!  [7]

SOLUTION:  Each area of the bank was assigned to a group.   Each group had to work backwards, taking the criticisms cited by the FDIC and digging for the root cause.  For example, the FDIC had concluded many loans were actually a loss and needed to be charged off [taken off the bank’s books as an asset].  After taking the write-off, we had to analyze each of those loans:  the problem had to be identified; the incidents that foreshadowed the problem isolated; and the issues accurately highlighted so that we knew what level or risk existed.  

Every single process – from how a file folder was assembled to how senior management made a decision – had to be identified, examined, clarified and codified.  No shortcuts – and it was a grueling effort that taxed the entire organization.

What tools and resources were needed?  

PROBLEM:  The bank was struggling with disparate tracking systems, inadequate documentation, insufficient reports to management, and a lack of comprehension on what their operating system could do.

SOLUTION:  New people, processes and procedures meant training needs.  Drawing on the KASC of the new management team, the few incumbents that remained had to learn how to effectively utilize new tools.  The new people had to draw heavily on their past experience to establish standards, track their process, and ascertain what reports should go to senior management and the board.

The hardest thing about this transition is all three of these items had to be addressed simultaneously while cleaning up the historical portfolio and continuing to be open for business every day.  Figuring out how to get started took time!  It took two years, and MD Perm came off the C&D, although the regulators kept the MOU in place.  The bank looked much different in December 2002 when we were done!  Only one person of the original management team remained.  The bank shrunk to less than half its June 2000 size.  The insurance company subsidiary had been sold and the total number of employees was 35.

There was one last step – because the bank was so much smaller, there was one last spasm of turnover.  We eliminated three top positions and two of the people who came in specifically to address the problems left.   Now the bank could concentrate on moving forward and making money.

Sometimes you just have to do it.  Like eating an elephant -- one bite at a time.

The journey continues:

The office looked bare.  The knick-knacks, books and other personal paraphernalia were gone, put into storage leaving just the calculator, the computer monitor and the phone on the desk.

Carol glanced around from the doorway.  This was good-bye; her position had been eliminated after the clean up was accomplished.  She had stayed on for a couple of months as a consultant, just to make sure things were moving along smoothly, but now she was headed to a new organization.

Suddenly she hesitated – there was a typed card still on the bulletin board.  She couldn’t read the card from where she was standing, but she knew what it said:  IF YOU DO WHAT YOU’VE ALWAYS DONE, YOU GET WHAT YOU’VE ALWAYS GOT.  For a minute, she thought about taking it down, and then she grinned.  Leave it, she thought, and turned off the light.  

A teller looked up as she walked out past him, whistling softly.  Carol waved at him. Then suddenly he laughed -- he recognized the tune she was whistling.  

“On the road again…” [8]

Conclusion:

Why stealth KM?  Because sometimes you have to spend your time and energy just doing what needs to be done instead of selling a new program.  KM is a tool – integrate it into how you do what you do and use it!


And stay tuned – the journey is far from over.  Me?  MD Perm was two banks ago and I am still banking on tomorrow!

Footnotes:

[1] There is a lot of information online about Johari’s window – it is a common tool to measure self-awareness and the value of feedback loops.  Online, http://www.augsburg.edu/education/edc210/johari.html#Luft has a good basic outline, as does http://www.adellshay.com/domain%20site/Johari%20Window%20model.htm.  Coupled with that quote about the ratio of tacit to explicit knowledge from Michael Polanyi http://www.mwsc.edu/orgs/polanyi/  in Personal Knowledge Towards a Post-Critical Philosophy, this has become something of a cliché in KM circles – but that does not reduce it’s power!

[2] A word about Denham Grey’s KM WIKI: started back in 1997 as an experiment in using the new WIKI prototype of open source communication, Denham has created and maintained a vast repository of KM lore that covers just about everything on the subject from Affirmative Action Availability to ZqWikiWiki -- the page index found at http://www.voght.com/cgi-bin/pywiki?PageIndex says it all.  I’ve lost count – and I think that Denham has too!

[3] The prerequisites for implementing a successful KM program can be found in a presentation done for the 2003 e-Gov Knowledge Management conference done by Michael J. Novak and yours truly.  You can locate the entire presentation online at http://www.webassistant.com/kp/upload/users/48371/3_3_novak_tucker.ppt.  Make sure you view the notes – Mike is exceptionally thorough in expanding his PowerPoint slides.

[4] The Cost of NOT Implementing a Knowledge management strategy:
· Bottom line:  The economic and social costs of low-performance cultures [1977-1988]

	
	average for 12 firms with 

performance-enhancing cultures

%
	average for 20 firms without

 performance-enhancing cultures

%

	revenue growth
	682
	166

	employment growth
	282
	36

	stock price growth
	901
	74

	tax base [net income] growth
	756
	1


Corporate Culture and Performance

by John P. Kotter and James L. Heskett

· Effectiveness:
“Banks are very inefficient but the problem lies principally on the revenue rather than the cost side. A 1993 study in the Journal of Finance concluded that banks can achieve ROAs between 2.6% and 3.7% based primarily on output improvements. Too many banks fail to fully achieve their revenue-producing potential.

…Most banks lack the management information they need. A recent Ernst and Young study showed that only 24% of all banks can analyze profitability by customer, 32% by product, 37% by branch and 43% by line of business. Far fewer banks can determine the risk-adjusted profitability of their activities. It is difficult to see how management can make informed decisions about where to invest resources if they do not know where they are making money. 

…While combining organizations and cutting costs is not easy, it is far more difficult for bankers to do what they really need to do, which is radically reshape their outlook, their way of doing business and their culture.”

 From USBANKER  article:  Merger Boom’s Big Lie
by Susan Webber

· Lost opportunities:  early success in change efforts

	Firm:
	results within first two years

	American Express TRS
	profits up despite more competition

	Bankers Trust
	profits up substantially

	British Airways
	losses stopped.  Firm profitable again

	ConAgra
	losses stopped.  Firm profitable again

	First Chicago
	profits up substantially

	General Electric
	profits up; stock price doubled

	ICI
	profits up substantially

	Nissan
	little visible improvement

	SAS
	losses stopped.  Firm profitable again

	Xerox
	return on assets up substantially


Corporate Culture and Performance

by John P. Kotter and James L. Heskett

[5] The information on regulatory actions for banks is a matter of public record.  The Cease and Desist order for the bank can be found on the FDIC website http://www.fdic.gov/bank/individual/enforcement/00_107b.html.  The information on regulatory actions for holding companies can be found on the Federal Reserve website http://www.federalreserve.gov/boarddocs/press/enforcement/2001/20010112/default.htm
[6]
The lily pad riddle:  "On Day One, a large lake contains only a single small lily pad. Each day the number of lily pads doubles, until on the thirtieth day the lake is totally choked with vegetation. On what day was the lake half full?"

Answer:  The answer is the twenty-ninth day. It takes twenty-nine days for the first half of the lake to fill with lily pads, but only twenty-four additional hours for the lake to become overwhelmed.

http://www.glassworks.org/contest/actions.html
[7] Rube Goldberg was famous for his elaborate cartoons that made a simple process complex to the point of absurdity through mechanization.  For example, here is a cartoon on how to sharpen a pencil:

[image: image1.jpg]



Open window  (A) and fly kite. (B) String (C) lifts small door (D) allowing moths (E) to escape and eat red flannel shirt (F).   As weight of shirt becomes less, shoe (G) steps on switch (H) which heats electric iron (I) and burns hole in pants (J).   Smoke (K) enters hole in tree (L), smoking out opossum (M) which jumps into basket (N), pulling rope (O) and lifting cage (P), allowing woodpecker (Q) to chew wood from pencil (R), exposing lead.  Emergency knife (S) is always handy in case opossum or the woodpecker gets sick and can't work. 

[8] As found on http://www.geocities.com/SouthBeach/Shores/5498/page2.html the lyrics to “On the Road Again”:

On the road again
Just can't wait to get on the road again
The life I love is makin' music with my friends
And I can't wait to get on the road again
On the road again
Goin' places that I've never been
Seein' things that I may never see again,
And I can't wait to get on the road again. 

On the road again
Like a band of gypsies we go down the highway
We're the best of friends
Insisting that the world be turnin' our way
And our way
Is on the road again
Just can't wait to get on the road again
The life I love is makin' music with my friends
And I can't wait to get on the road again 

On the road again
Like a band of gypsies we go down the highway
We're the best of friends
Insisting that the world be turnin' our way
And our way
Is on the road again 

Just can't wait to get on the road again
The life I love is makin' music with my friends
And I can't wait to get on the road again
And I can't wait to get on the road again
















