Selling is the Teeth End of Business— 
Posted on Saturday 10 April 2010 

A Few Pointers so You can Become a Top Salesperson
“Whether you believe you can, or whether you believe you can’t, you’re
absolutely right,” Henry Ford.

I often get asked what is the surest way to increase sales; people are looking for a magic bullet. 

I actually believe there is a ‘magic marketing button’: a button that an enterprise can push that makes the phone ring or the website traffic counter turn. But sales is almost always a long, tough slog. Even mighty IBM, which sells more than $85 billion worth of products and services a year, sells to one client at a time. 

You will note that I differentiate between sales and marketing. Marketing is a process that builds your brand, creates trust and opens the door for sales. Sales is a separate process that harvests leads generated by marketing. If you can not efficiently connect your enterprise with potential clients and customers through a cost-effective marketing process, your enterprise is doomed. But also if your sales process is flawed and you are not turning enough of those leads into receivables and revenues you are kaput.

Here is a laundry list of things you can do to improve your selling success:

1. Selling is the teeth end of a business (as opposed to the tail end).
2. There are dozens of JOBS in sales for every one in marketing.
3. When downsizing hits, they never lay off the sales dept; they lay off marketing though.
4. A salesperson is really his own or her own boss.
5. You should treat your company as if it was a supplier to your own sales business; they do things for you like keeping the lights on, running the office infrastructure, providing services to you such as accounting, invoicing, phones, Internet and so forth; imagine how great it is that you never have to worry about back office functions, inventory and production—you just go out there and sell.
6. A salesperson should try to get at least part of his/her compensation in the form of commission income—so there is no upper limit to your earnings.
7. Sales can be and should be a very creative biz.
8. Every salesperson should have their own biz model.
9. You should develop your own brand and an independent list of contacts that you maintain separate from your company, in case you leave.
10. A salesperson should try to be an independent contractor instead of an employee—for tax optimization as well as increased independence.
11. The best place to look for new biz is from your existing client list.
12. Get close to the customer early and often.
13. Be in the solution selling business.
14. Get on the same side of the table as your client—become a trusted advisor. Give them options like: ‘you can buy Product A or B from Supplier X or Y’. If they don’t like either then they are saying ‘no’ to the products and suppliers, not to you.
15. Help your clients sell their products and services—find them customers and they will never forget you. If they sell more, you’ll sell more as well (to them), right?
16. Be alert to ‘bundling’ opportunities—getting your clients to resell products and services from other clients of yours so they can realize near infinite margins by marking up these products and services. This is a double win for you: you’re helping some of your clients become resellers and others to sell more by developing new sales channels for them. Seeing potential relationships amongst your client base can also lead to co-marketing and co-branding opportunities where they share, for example, advertising costs or promo product costs. So when one firm gives out a promotional product, say, they are promoting a second or third company in their ‘watershed’. If you help your clients sell more, you will sell more. (See above.) Also think about whether you could add more products and services (from outsiders) to your own offerings/become a reseller yourself with higher margins to boot. Remember you ‘own’ a sales or distribution channel that you have developed yourself over a period of years and at great effort; what else can you push through this channel?
17. Find other ways to promote your clients—for example, nominate them for an award and, again, they’ll never forget you.
18. Develop a compelling sales and value proposition—be able to show how by purchasing your products and services, the client will see either a decrease in their costs, an increase in their revenues or some combination of both that is much greater than the cost of your products and services; i.e., buying from you is a negative cost for them.
19. Turn selling into buying. (Please refer to the postscript at the bottom of this blog post for more on this important subject.)

“I am the world’s worst salesman, therefore, I must make it easy for people to buy,” Discount Retailer F. W. Woolworth.

20. Set monthly goals and achieve them but don’t over plan—be open to new opportunities as they arise.
21. Digitize all information and be able to find it on your computer—become a master file clerk so you can control the information flow: from order to delivery and beyond!
22. Always volunteer to write up the deal.
23. He/she who holds the pen, wields the power.
24. When you don’t feel like going to work, go anyway. Showing up is half the battle—it takes years to develop a great business. Never get too high or too low.
25. If you get in financial trouble, ask your clients for help.

“You can stand me up at the gates of hell but I won’t back down. No I won’t back down,” Tom Petty

26. Ask for referrals and for testimonials. Put them on your personal website.
27. Make every presentation a conversation rather than a 1-way speech. ‘Selling is telling’: get good at story telling. Be spell binding!
28. Sometimes the best answer to a client objection is silence—let them answer their own question.
29. Ask for the deal!
30. Never take ‘no’ for an answer.
31. But a ‘no’ is better than a ‘maybe’. Obviously, ‘yes’ is best.
32. Remember, he/she who has the gold, rules.
33. You are never too busy to return a sales call.
34. Under promise and over deliver.
35. Keep the great clients, dump the rest.
36. ABC, Always Be Closing.
37. Execute—great ideas are nice but you have to be able to pay attention to detail. Check, check, check everything.
38. Learn some NLP, Neuro Linguistic Programming so you can be ‘sympatico’ with your clients.
39. Develop your niche and then be great at it.
40. Show some appreciation to your clients.
41. When a client is saying ‘yes’, get your deal signed and then leave (politely).
42. Don’t forget the contracts!
43. Keep in touch with clients.

“Selling isn’t about taking advantage of people, it is about communicating and informing them,” Mark Cuban, Owner, Dallas Mavericks.

44. Put your clients in touch with each other so they can do business together too.
45. Keep track of all your client contacts and all of your clients’ clients (and clients’ suppliers) contacts so you become an invaluable part of their ecosystem.
46. Make a daily list of goals.
47. Write a blog.
48. Get a Twitter account.
49. Be on Facebook and Linkedin.
50. Develop a few of your own websites.
51. Have an up to date CV. Send potential clients a link to your online CV so they know who they are dealing with before you even meet with them. Send clients a link to a blog post you wrote that is relevant and helpful to them. Ask them to follow you on Twitter and elsewhere!
52. Put some videos up on YouTube.
53. Control your costs and keep overheads down.
54. Do some homework on new customers before you make any sales presentations or even contact them and always practice your presentations in advance.
55. Remember face to face is still the best way to sell. Second best is telephone. Email and social media are a distant third and fourth.
56. Develop a newsletter.
57. Work with people and clients that have a good heart and that you can trust.

Upon seeing his very first web page, Lou Gerstner, former CEO of IBM, asked: “Where’s the ‘buy’ button?”

58. Protect your reputation.
59. Do some volunteer work.
60. Speak at conferences and address groups when you are asked.
61. Be up to date with tech and the Internet and all the web 2.0 tools and cloud tools you can get—many for free.
62. Never drink and think. Get some regular exercise; it’s about lifetime fitness not peak fitness. Find something you like to do and that you can keep doing for decades.
63. Be positive and surround yourself with positive people.

“Remember people like to buy from people they like and trust,” Professor Bruce M. Firestone, Founder, Ottawa Senators; Entrepreneur-in-Residence, Tellfer School of Management, University of Ottawa; Executive Director, Exploriem.org.

64. Learn from your competitors.
65. Develop leverage for yourself—hire an assistant.
66. Embrace co-opetition: you focus on your core competencies/refer the rest to others.
67. Always tell the truth—the smart truth.
68. Set your prices carefully—pricing is an art.
69. If something isn’t working, change it or dump it.
70. The world is a tough competitive place but the harder you work, the luckier you’ll get.
71. Find a ‘magic marketing button’—something that when you push it, your phone rings. If you can’t acquire new clients in a cost effective way, you’re sunk.
72. Follow the fastest (least effort) route to revenue.
73. Pursue only those goals that are consistent with your overall objectives.
74. Park your ego at the door—don’t get mad at clients and don’t do anything that you’ll later regret. Resist the Seven Deadly Sins and you’ll do better in every facet of your life. Plus show some humility. Never put anything in an email (or anywhere else) that you would not want on the front page of your local newspaper.
75. Get and follow your mentor’s advice.
76. If appropriate, follow a global mandate from the get go—Canada is too small a market to be the primary focus. Not only should you go after every geography, you also want to go after every vertical.
77. Network with everyone—peers, subordinates, suppliers, customers, superiors, competitors.
78. Create positive outcomes out of each meeting and keep them short: one hour or less.
79. Become a great communicator in person and in writing—remember practice, practice, practice makes you better at these things.
80. The three most important things to remember are: SELL, SELL, SELL.

Prof Bruce with assistance from students Riley Whitlock, Jordan Demeo and Tyler Steeves, Ottawa Canada. April 2010.

Postscript: you can download a copy of a speech I gave called: “Turn Selling Into Buying“. It is a word doc. This will assist you in further developing the concept of helping people to buy from you as opposed to trying to sell to them. You will, thus, become a ‘trusted advisor’ which will embed you in their enterprise ecosystem, the ultimate goal of any salesperson. Repeat orders, development of specific new products and services, larger average order sizes and greater market share should all happen as a result.

Prof Bruce @ 3:31 pm 
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NIMBY Venn Diagram 
Posted on Saturday 10 April 2010 

After 28 years of trying to: a) understand the NIMBY (Not In My Backyard) mindset and b) trying to cope with the effects of this on urban design and development, I have summarized a lifetime of research and experience in this Venn Diagram:


Prof Bruce
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People Who Think They can be Entrepreneurs 
Posted on Wednesday 7 April 2010 

Recently, I sat next to a couple of guys who had in front of them, in my view, a great opportunity to buy a small tech company, all they needed to do was sign one piece of paper. But when they found out that it wasn’t a ’sure thing’, they balked. 

For an investment of ~ $25k between the two of them, they were looking at an upside of creating a biz that might one day (in, say, five to seven years) be worth as much as $1.2 million. Now for most people, maybe all people, saving your way to $1.2 million is hard, perahps even impossible. But you might be surprised at how many people can invest their way to wealth by way of ‘forced savings’, gaining leverage through finance or their HR and asset growth.

Having said all of this, of course it’s also true that they might lose all or part of their investment if things didn’t work out. But these were all things that fall under the heading of “What I can control”. 

I was amazed that they turtled. So I drew up this Venn Diagram in their ‘honour’. You can see it at: http://twitpic.com/1dw194/full
Most people think they could be entrepreneurs, if they really wanted to. Truth is, there aren’t very many people cut out for the life of an entrepreneur. After all, you need some guts to be one.

Prof Bruce

Postcript: To some extent, their failure was mine. If there is one thing I do best, it is to give would-be entrepreneurs the confidence that they are on the right track, or not. I have a pretty good ‘map of the way the world works’ and I can usually tell when a biz model makes sense and when it is likely to succeed or not. That confidence is transmitted from me to them and it works: from more than 90 startups out of our program at Exploriem.org and Telfer (and before that at Sprott), 85% are still going. 

Postscript2: If you think you want to become an entrepreneur, test your ECQ, Entrepreneurialist Culture Quotient at: http://dramatispersonae.org/ECQTest/ECQ(ns)TestAuto.htm and see if you can meet the standards of becoming an ‘impeccable warrior’: http://www.eqjournalblog.com/?p=742.
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Wesley Clover’s Reverse VC Business Model 
Posted on Tuesday 6 April 2010 

After meeting with Wesley Clover executives, Andrew Fisher and Greg Vanclief together with my Telfer School of Management colleagues Barb Orser, Tyler Chamberlin, Mark Freel and Alain Doucet last week, I left with a feeling that I had just experienced a ‘Bizzarro’ moment. For those of you who have never heard of Bizzaro, he’s a character from the Superman comic series (circa 1958) who did everything backwards. It’s also a place where they do everything in reverse.

Unlike most VCs (in fact, according to Andrew Fisher, there are no VCs anywhere who do this except maybe for Cisco’s internal incubator), WC sources ideas from its more than 3,000,000 enterprise clients and suppliers and then they recruit top student entrepreneurs to form engineering and business teams to solve and commercialize those real world problems. 

So instead of waiting for proposals and ideas to come to them from outside their huge watershed (which includes clients, customers and suppliers of March Networks, Mitel, Dragon Wave, Bridgewater Systems and many other companies in their diverse portfolio plus their strategic partners like Telus, SaskTel and Vodaphone), they generate them internally. In that way, they avoid hearing from entrepreneurs with cockamamie ideas like you often see on Dragon’s Den, say. Also, they stay on point—their focus is relentlessly within their areas of expertise.

And they have a pretty good track record: before Newbridge (another (former) member of the Wesley Clover watershed) was sold to Alcatel-Lucent, it spawned 35 independent companies, of which 34 were successful, a phenomenal success rate. These spinoffs returned $900 million to Newbridge’s Treasury alone plus more to the entrepreneurs who were responsible for these startups. 

So the model works.

What WC is looking for are top engineering and business students straight out of University or College who want to be intrapreneurs, people who can work within their system in teams and have the same skill set as entrepreneurs do* but don’t necessarily like the risk profile of the go-it-alone entrepreneur. 

(* The entrepreneur’s skill set includes: taking initiative, not needing a lot of direction, innovative, doing everything in parallel, finding launch clients, knowing how to build cashflow, understanding the value of a client and customer, using self-capitalization, being able to sell, knowing how to use guerrilla marketing and social marketing to build the brand and capture market share, not afraid to try new things, knowing how to build a sustainable business model with a lot of ‘pixie dust’ in it, setting goals and achieving them, dynamic with high energy, can create a business plan yet be ready to change it when the market moves in sudden and unexpected directions.)

The philosophy of the whole cluster comes directly from the Chairman of the Board, Sir Terence Matthews. Terry insists that every startup follows the same set of ten principles:

1. Form an early (and lasting) attachment to the customer.
2. Follow the fastest (least effort) route to revenue.
3. Pursue only those goals that are consistent with the overall objectives of the enterprise.
4. Stay team focused—superstars must park their egos at the door.
5. Follow your mentor’s advice.
6. Create a great biz first and cool tech second.
7. Keep your costs down.
8. Leverage the investment with government grants and OPM, Other People’s Money.
9. Follow a global mandate from the get go—Canada is too small a market to be the primary focus.
10. Not only should you go after every geography, you also want to go after every vertical.

When a team proudly reports to the Chairman that they met their quarterly sales goals, Terry ‘berates’ them for not having doubled or trebled it. They leave quite chastened.

WC’s track record over the last 30 years is that for every $1 invested, they have returned 13. Student entrepreneurs get paid a wage to work in the system and they decide themselves how much of their pay package they want to invest in the shares of their own startup—keeping in mind that $1 less they take home today could be worth $13 some day.

What WC is looking for in their student entrepreneurs includes:

a) hard working/strong work ethic;
b) did they come from a large family and have to scrap for what they got with lots of brothers and sisters in the mix;
c) how much did their parents do for them—were they ‘helicopter parents’—and how much did they do for themselves from an early age;
d) how are their communications skills—can they communicate and get along in teams;
e) do they have some humility about them/can they learn;
f) can they network with everyone—peers, subordinates, suppliers, customers, superiors;
g) can they create positive outcomes out of each meeting;
h) can they sell.

Every person who enters the WC system must spend six months cold calling and generating leads. Are they tough enough to last? 

Every core team member is interviewed by Sir Terry—can they survive his scrutiny?

WC is focused on telecom and wireless but they are also interested in some new areas like digital media, animation, film (Brookstreet Pictures has a slate of four horror films they are producing), mobile apps for the iPhone, network-based, real time content and software.

Right now WC has six startups in the fold here in Ottawa with a new office to be opened soon in China. They would like to have a closer relationship with Ottawa-area Universities and Colleges and they want more top students referred into their programs. But they also want some indication from the academic community that they can help equip the next generation of entrepreneurs with the skill set that they need to lead global-spanning enterprises including strategic selling and business communications, areas the Ontario education system tends to overlook.

Professor Bruce M. Firestone, Entrepreneur-in-Residence, Telfer School of Management, University of Ottawa, Founder, Ottawa Senators, Executive Director, Exploriem.org, Broker, Partners Advantage GMAC. Blog: www.eqjournal.org Twitter: www.Twitter.com/ProfBruce 
This article first appeared in OBJ, Ottawa Business Journal: http://www.obj.ca/Opinion/Bruce-Firestone/2010-04-06/article-990630/Terry%2526rsquo%253Bs-10-commandments/1
Prof Bruce @ 4:46 pm 
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Sir Terence Matthews’ Ten Guiding Principles 
Posted on Tuesday 6 April 2010 

For a Successful Launch of your Next Startup 
Sir Terence Matthews, founder and guiding light behind such enterprises as March Networks, Mitel, Newbridge, Dragon Wave, Bridgewater Systems and many other companies, insists that every startup follows the same set of ten principles:

1. Form an early (and lasting) attachment to the customer.
2. Follow the fastest (least effort) route to revenue.
3. Pursue only those goals that are consistent with the overall objectives of the enterprise.
4. Stay team focused—superstars must park their egos at the door.
5. Follow your mentor’s advice.
6. Create a great biz first and cool tech second.
7. Keep your costs down.
8. Leverage the investment with government grants and OPM, Other People’s Money.
9. Follow a global mandate from the get go—Canada is too small a market to be the primary focus.
10. Not only should you go after every geography, you also want to go after every vertical.

When a team proudly reports to Terry that they met their quarterly sales goals, Matthews ‘berates’ them for not having doubled or trebled it. They leave quite chastened. 

Whatever, the formula seems to work: every dollar invested in this group of companies over the last 30 years, has returned $13.

Prof Bruce
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Filed under: 25 Steps to Business Success and Bootstrap Capital and Business Models and Future Vision and Technology and Goal Setting and Investing and Leverage and Venture Capital 

No Comments 

Unconventional Mentors 
Posted on Saturday 20 March 2010 

When student entrepreneurs are looking for mentors, they are often referred by well-meaning friends or relatives to the usual suspects: bankers, accountants and lawyers. There is only one problem with that—most of these folks don’t know very much about entrepreneurship.

I prefer to refer them to what I can only call unconventional mentors—people who know the value of building real cashflow, having real clients and customers, controlling costs, being able to do everything in parallel, finding launch clients, self-capitalizing, using guerrilla marketing, social marketing and networking to get their message out, being creative and innovative, not afraid to adopt best practices from outside the organization or wherever they find it, can turn on a dime if something isn’t working, don’t need a lot of direction and are self motivated and passionate about what they do, take initiative, can differentiate themselves from their competitors, can sell their ideas, products and services and know how to lead. 

They come from many different industries and backgrounds and not of all them went to University!

A mentor (the right one) can add a lot of value with very little investment in terms of time. Here are a couple of examples:

Empire Fence and Deck—had planned to give out $25,000 in ‘Empire’ money to homebuilders to give to their clients (homeowners) as they see fit so that the latter could buy Empire products with free money. In return, Empire would get the heads-up every time the builder was close to the landscape stage of delivery so Empire could be the first at the door to ask the new homeowner if they would like some help with construction of new fencing or decking.

The Banker might ask: “What’s the impact on your bottom line from all these giveaways?”

The Accountant might say: “You’ll have to treat all these Empire ‘dollars’ as a liability on your balance sheet.”

Finally, the Lawyer would add: “We can help you create the legal language for both the contract with the builders who receive Empire Money and limit your liability with respect to how it’s used by the homeowner.”

The unconventional mentor (moi) might ask instead: “What’s your gross margin, Siavosh*?”

(*Siavosh Noruziaan is the Founder of Empire Deck and Fence.)

And Siavosh might answer: “About 50%.”

“So why don’t you do this instead: offer the builders $25,000 in Empire Money which they can pass on as they see fit to any homeowner and the homeowner can use it to pay for up to half of any deck or fence they order from Empire?

That way if a homeowner orders a $2,000 fence, say, from you, they can use $1,000 in free Empire money to pay for part of it but the rest they have to pay in the currency of Canada. Now you don’t make any money from this order but you don’t lose any either—your suppliers get paid, your labourers get paid, your foreman gets paid with cash from the client.

You still get great leverage from Empire Money but you aren’t going to go broke giving it out as a promotional tool.”

A small change like this can make a BIG difference on the bottom line as well as the growth rate of a business plus its sustainability too.

OTG Electronics—are planning to introduce a new USB Key that can mate with other USB Keys and exchange data. The USB Key has an extra docking port and a LCD screen plus tiny joy stick so that the user can select just what data will be transferred from one USB Key to another. They also have Bluetooth capability and will retail for about 20% more than ordinary USB Keys.

They need $160,000 to build prototypes and roll them out in the marketplace.

The Banker might say: “We can’t lend you any money because as student entrepreneurs you don’t have any collateral. Sorry.”

The Accountant might say: “If you can find some investors, come back and I would be glad to provide you with a quote to do your financial statements. I think audited statements would be best.”

The Lawyer might add: “I can help you draft up a Shareholders Agreement when you find your Angels.”

An unconventional mentor (moi) might suggest instead: “Why don’t you bootstrap OTG, Chloe?”

Chloe might respond: “We thought of bringing in either Angel Investors or VCs but it takes a long time to do that, we would have to give up a lot of ownership and we don’t think any of them would be really interested in us at this stage.”

“Chloe, I agree with that. Most student entrepreneurs think that equity is free. It isn’t. If people are investing in your business it’s because they want a return and, in my experience, that’s at least 20% per annum. Have you considered going the debt route?”

“We already got turned down by our Account Manager at the Bank—our only ‘assets’ are our student loans!”

“Let me see that prototype again… You know what? I think that there might be an opportunity for you guys to use bootstrap capital here.”

“Bootstrap capital, what’s that?” asked Chloe.

“Well, one way to look at it is this: debt is usually cheaper and quicker to raise than equity and bootstrap capital is usually cheaper and quicker than both! I see a big opportunity for you to get these things sponsored.”

“Who would want to sponsor USB Keys?” Chloe queried. 

“First of all, you have some free real estate on the flip side. Maybe a Nike Swoosh would look good there or Under Armor’s logo. Second of all, you have a LCD screen, blue tooth and two types of mating that go on—these USB Keys either go into a laptop or a PC or into each other. That’s an opportunity to have data go the other way and display on the LCD. It could be sponsored messages—in fact, you could turn USB Keys into a platform!”

“Gee that’s a whole new set of revenue streams for us,” exclaimed Chloe.

“Right. Now you just have to go out there and pre-sell 15 sponsors a full year of exclusive advertising on your new platform at $10k each. That nets you $150,000. Then sell the naming rights (the other side remember) for $50k for five years and you have $200k!”

“Nice, I like it. What I like even better is that we still own 100% of the company and we have no debt. This capital costs us NOTHING. Thanks, Prof Bruce!”

An ounce of unconventional mentoring, a lifetime of returns!

Prof Bruce
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New Form of Financial Capital 
Posted on Monday 15 March 2010 

I have written extensively here and elsewhere on self-capitalization or bootstrap financing. It occurred to me though that self-capitalization might, in fact, be considered a new form of financing.

Think of it this way—financings have been done forever using two basic types of capital: equity and debt. It didn’t occur to me that self-capitalization could be something new until I asked the question: “What is cheaper—debt or equity?” (see: http://www.eqjournalblog.com/?p=64 for the answer) with a follow up question: “What is cheaper than debt and equity?” 

The latter question is answered in ‘Don’t Trade in Your Old Suit (Yet)’ which can be found at: http://www.eqjournalblog.com/?p=752.

In simple terms, debt is usually cheaper than equity and bootstrap capital is usually cheaper than both. It was this discovery that led me to believe that self-capital is a completely new form or different form of capital.

Self-capital could be supplier credit, say, or deposits or retainers from clients. Supplier credit or trade credit is often extended to startups without cost (that is, without interest or other fees usually associated with financings) because, if the startup is successful, the supplier has helped to create a new client for itself, often a very loyal new client.

Clients will also often extend credit to a new enterprise (in the form of deposits/retainers/progress payments) without cost because again, if the startup is successful, the client has helped to create a new supplier for itself, often a very loyal new supplier.

Self-capitalization methods are tremendously varied (see for example: http://www.eqjournalblog.com/?p=45). It also subsumes sweat equity which is, of course, a form of human capital—capital contributed by the Founders of a startup in the form of labour.

So financial capital should be broken down in your business models and plans into three categories: debt, equity and self capital.

Prof Bruce
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Engineering Ethics 
Posted on Sunday 14 March 2010 

(This is an essay I wrote in March 2010 before the BP oil spill in the Gulf of Mexico occurred. It seems even more important today. For example, if you are an engineer on the Deepwater Horizon rig and someone gives you an order to keep drilling even though the blowout preventer’s battery is dead, what do you do? Obviously, engineering ethics tells you that you have to disobey that order. 

While Canadian engineers wear their iron rings proudly and swear an enduring oath to protect public safety, other nations do not require that of their graduates. It is time that they did. 
MBA programs in Canada are thinking of introducing a MBA oath which I believe is a strong idea especially given what has happened in financial markets where, apparently, some of them sold products to unsuspecting clients at the same time they sold those products short. Heads they win, tails you lose. 

Persons who have the benefit of a great education and a long head-start in life can expect to earn above average wages and wield significant economic and possibly political power. The least they can do is not abuse it.)
There are some things you never forget—like the iron ring ceremony held in Canada where graduating engineers receive their iron rings. While the ceremony is secret, I can tell you that part of it is about ethics, engineering ethics. I went to McGill to get my civil engineering degree. I was 15 entering that University and 20 when I got my iron ring (the program was five years in those days.) That ceremony marked me for life.

In all the years since then (38!), I have only met two engineers that breached their covenant with the profession and transgressed against its code of ethics. One left the profession soon after (he became a lawyer, figures!), the other is retired. May he stay retired forever.

Let me tell you the latter’s story.

He was an Engineer for the City and he came to me with an issue—the City was installing a trunk sewer line and to deke around a property that I owned at the time was going to cost the City an additional $500,000. Instead, he proposed that we would deed an easement to the City so they could proceed directly across the lands, save the money and some time.

The property in question was fully developed and I felt, as a good corporate citizen, that it was the right thing to do. Afterall, I’m a taxpayer too.

Now easements are typically valued at ~ 50% times FMV, where FMV stands for Fair Market Value. The lands were worth about $90 per sq. m. and the proposed easement was ~ 10 m x 120 m. So the FMV of the easement could be calculated this way: 50% x $90 x 10 m x 120 m = $54,000.00.

The reason easements are roughly 50% of the FMV of the lands if sold at a market price is that there is (usually) some type of use that the original owner can still put these lands to. In this case, even with an easement in place, the lands could continue in use as part of a larger parking lot. However, the lands are impaired in value because they can never be used for a structure. So 50% seems a reasonable compromise.

Having said this, we decided not to charge the City anything. They could have the easement for free provided they agreed to reinstate our parking lot and do the legal work including registering the easement on title. They happily agreed.

The works went ahead that Fall and before Winter came, the City had finished including its reinstatement of the parking lot.

But the next Spring, overnight, a huge sump hole appeared in our parking lot—big enough to swallow two cars.

Our property management folks put safety gates around it and I called the City’s Engineer. Let’s call him Roger (not his real name).

Roger came out, looked at the sump hole, made sympathetic noises and left.

A few days later, I noticed a small crew on site. When I went out to talk to them, I found that they were not a work crew—they had been called by the City to come out and do a survey. A survey, I wondered? Now why in the world would they need that?

It turned out that the sump hole had appeared just outside of the registered boundaries of the easement and that’s why they were there—to prove that the collapse in the parking lot was not technically within the boundaries of the easement.

I was flabbergasted. Any fool could see, just by looking into this gigantic hole with the naked eye, that the sump led directly to the pipe and that improper installation of the trunk line had allowed water to infiltrate and flow along the pipe leading to massive erosion under our parking lot. 

This is a lot that had been in place for > 15 years with never so much as a pot hole appearing.

When I talked to Roger this is what he had to say:

“Firstly, if you look at the survey provided to you, you can clearly see that the sump hole is outside the boundaries of the easement.

Secondly, the easement Agreement clearly states that the City is only required to fix anything within the boundaries of the easement.

So even if you could prove that the City’s installation was negligent, our legal Agreement would not require us to fix your property.”

As Roger was reading the legal Agreement, we were more concerned about public safety plus the ability of our tenants to continue in the normal course of business for the benefit of themselves, their employees and their visitors. So I ordered our GC (General Contractor) on the site (it was a fine firm called Bulwark Construction) the next day to fix the problem: $50,000 and three weeks later, the parking lot was fixed for good. They found the source of water infiltration too (within the easement’s boundaries!) and fixed that as well.

Now I can tell you that litigation is a soul destroying, negative energy, costly endeavour. I believe it would have cost us about $120,000 and two to three years to litigate with the City to recover a $50,000 bill. And you can’t leave the problem for years while some court tries to figure out who should do what. Engineers are supposed to know that without help from the courts—we fix stuff, right?

That’s the difference between a bureaucrat who is mostly concerned with CYA—covering his backside and an engineer who deals with things in RL, Real Life where consequences from errors are very real and can have dire results.

Without ethics and a duty of care, an engineer is useless. Engineers are responsible for the marvelous safety of modern cars, the functioning of the Internet, the incredible smart phone in your pocket or purse, the laptop, the PC, modern jets, putting men and women into space and (for the most part) their safe return to earth, enormous luxury liners that ply the oceans, a functioning food chain, life saving drugs, electricity, high speed trains, 3-D film cameras, you name it, an engineer had a hand in creating it. 

We expect engineers to be truthful, competent, meritorious, curious, resourceful and unsatisfied with anything less than exemplary results. We expect them to use the scientific method to demonstrate and prove in a repeatable way that their designs work as intended as well as being efficient, safe, effective and sustainable both in economic terms and environmental ones. 

We expect engineers to continue to learn throughout their careers and be current with best practices in their field. We expect them to avoid conflict of interest and when one develops, to disclose it. 

But above all, we expect that: “Engineers shall issue public statements only in an objective and truthful manner.” (American Society of Civil Engineers, 2006.) In many regards, Roger failed dismally to uphold the precepts of the good engineer but especially his oath to be truthful and objective. 

In any event, we had forgone a payment from the City of $54,000 for the deeding of the easement in the first place and we had paid $50,000 to fix the problem—a loss to our firm of $104,000. If we had sued, we could probably have tried to recover all of that plus business interruption as well. Let’s say, we could have gone after another $30,000 in damages. Tenants in Ontario have the right to ‘quiet enjoyment’ of their premises during the term of their leases and this definitely would qualify as a breach of that in my view. 

So perhaps we could have recovered $134,000 by spending $120,000 on legal fees. But there are two more factors you have to consider—management time lost in the lawsuit and the probability of success. No matter how good you feel your case is, in my experience, there is no such thing as a sure thing in the courtroom. And here is the crux of it—there is a wide gap between what is legal and what is ethical and engineers know something (or should know something) about the latter but they know practically nothing about the former. 

Lawyers eat people like us for breakfast, lunch and dinner. They can think around corners you don’t even know exist. To read more about the difference, read: What’s Legal versus What’s Right (http://www.eqjournalblog.com/?p=603).

In this matter, there was a significant probability that while the judge might have been somewhat sympathetic, he or she could well have found that the legal language of the easement Agreement was binding on the parties and that while the City did, in fact, cause the problem, the legal wording in the Agreement absolved them. This raises the question as to whether our lawyer should have insisted we change the Agreement to include indirect damage. Perhaps so but I was not about to sue our own law firm.

So let’s say our chances of winning the lawsuit were 50%. Then the value, V, of our expected outcome was:

V = 50% x $134,000 – $120,000 or -$53,000.

There is no rational scenario where the investment in a lawsuit makes economic sense.

Instead, you may want to sue someone to teach them a lesson but, frankly, I am not sure you ever want to do that. I talked above about negative energy and the older I get the more sure I am that litigation is just that—a soul destroying endeavour. I prefer Jack Dawson’s more positive view (from the film Titanic by Director James Cameron): “Make each day count!” 

If you want to know how your life can be destroyed by litigation, read Tom Wolfe’s excellent Bonfire of the Vanities. 

I don’t think I am afraid of anything—I nearly died twice—once as a very sick little kid and once flying my hang glider. Neither time was I scared of dying. I just wanted to figure out what I needed to do right away to get better or to not crash and die. But I am scared of lawyers. They can depose and cross examine your life away. 

Anyway, I did call Roger a few weeks later. People who know me know I have a bad temper, something that has bedeviled me since I was a young teen. I work on this every day. But Roger was beyond the pale. I told him: “You know, Roger, my family has done a lot for the City—we gave our Group of Seven Art Collection to this City, we brought back the Ottawa Senators, we even gave our family home in Rockcliffe Park to the City as a home for the collection. But I will tell you this, I will never, ever give another thing for free to the City. You are a disgrace to the engineering profession, you never learned the difference between what’s legal and what’s ethical and you don’t deserve to wear the iron ring of an engineer.”

Engineer Bruce

ps. I have another story for you. We built some storage units in the rural area of Ottawa a few years ago. We got into a dispute with the City of Ottawa’s plans inspector who wouldn’t release our building permit until we moved the fire hydrant from its proposed location, 9 metres from any building, to 1 metre from a building. He explained: “The OBC (Ontario Building Code) required that hydrants be within a certain minimum distance of the entire perimeter of the building which when calculated out required a location as indicated.”

I told him that we had consulted with the Fire Marshall, the person in charge of actually putting out fires in the rural area, and he wanted it a minimum 9 metres from any building. His argument was that if the hydrant was too close to a building which is actually on fire, it will be engulfed in flame and useless*. 

Nevertheless, the plans inspector stuck to his guns and wouldn’t release the permit. We were stuck too: should you knuckle under, hold your nose and just agree? What does your engineering ethics tell you to do?

We told him that the OBC is a good document but not perfect, it requires updating all the time and this was a great opportunity for the City, for him and for us, to make a change in the OBC to improve public safety. “The OBC isn’t the Ten Commandment you know. It can be changed!” He declined. 

So we did not get our building permit at that time but we did a thorough engineering study of the issue, submitted it to Ontario, got it approved by the Province and then got our permit.

(* When a fire breaks out in a rural area, the fire trucks either put out the fire in the first few minutes or the place just burns to the ground in most cases. This is because there are no piped services and no hydrants in much of the rural area. So whatever water the firetrucks bring with them is all the water they will have to put out the fire. That’s it, that’s all. 

For a commercial installation, the OBC requires either that there is a large enough and deep enough (to prevent freezing in the winter by getting under the ice) source of water nearby (i.e., a pond or lake or river) where a dry hydrant (one with no standing water in it) can be installed or the proponent must build water tanks on site.

The way they actually fight a rural fire is a bit different: they come in and drop a 5,000 or 10,000 imperial gallon ‘balloon’ next to the dry hydrant, hook that up and fill the balloon. The pumper trucks park themselves in the most advantageous location to douse the fire and they hook up to the balloon not the hydrant. So you can understand why having a hydrant right next to a burning building just isn’t going to work.)

Prof Bruce @ 9:29 am 
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Don’t Trade in Your Old Suit (Yet) 
Posted on Thursday 11 March 2010 

[This article first appeared in OBJ, Ottawa Business Journal: http://www.obj.ca/Opinion/Bruce-Firestone-5444.]

“The world is a tough, competitive place,” said Jerry McGuire in the film of the same name. When I was a boy, there were about 3 billion people on this planet. Now there are nearly 7 billion. If you are a young person today entering the workforce or starting a new enterprise, you not only have to compete with more people in your own nation but all those clever, hard-working folks overseas too. I would guess, in an inter-connected, Internet-savvy world, it isn’t twice as hard today; it’s probably more like a factor ten times tougher. 

If Ottawa-Gatineau is going to have a seat at the table, it will be because we produce tough, competitive entrepreneurs. To that end, we need to provide far more intensive education for all ages and stages of life. We also need unconventional mentoring for startups as well as much more effective promotion and sales of their products and services. Plus, when warranted, let’s celebrate their achievements.

You’ll note that I didn’t say they need more bank financing or more VC funding. That’s because I think that early-stage companies should focus on and rely on building real cash flow—finding real launch clients and holding onto real customers. 

I have been doing work in this area since 1999 and it proves that, if you wear an old suit long enough, it will eventually come back in style. And that has happened here—the world has come to share this view.

Not only is it better for new enterprises to self-capitalize (since the Founder(s) retain ownership and control over their companies instead of losing it to VCs), it is better for VCs (they should be looking for the ‘tall poppies’, i.e., investing in more mature/profitable companies and more mature entrepreneurs who have built real businesses) and it is better for Canada as well since the nation will see more employment from more startups that are more sustainable and it will serve to ration a scarce commodity—capital.

Most people can not really grasp the idea of bootstrapping a new business. I have found through more than a decade of research and nearly three decades of practice that I can give a three hour lecture on the subject and a dozen examples but, the following week, I’ll be asked a question by a student entrepreneur: “Sure, that worked for Eseri.com but I still need $3 million to start my business, don’t I?”

Eseri.com, started by PhD entrepreneur, Bill Stewart, provides lightweight Internet-based (actually cloud-based) desktops that use widely-available and proven freeware. Eseri is based in Ottawa and Montreal and was started with nothing—Bill still gives $1,000 per day seminars on project management software so that he can fund his real passion—building a great business of his own. He also uses stock options to keep his core group of developers on the job. Plus he leverages what money he puts in with GOC (Government of Canada) IRAP grants.

In the Great Depression of the 1930s, King Clancy built the old Maple Leaf Gardens the same way. He paid his workers with script—if the ‘Carleton Street Cash Box’ had failed that script would have been worthless. Fortunately, for their workers and Toronto Maple Leaf fans, it wasn’t and they were able to redeem it for more familiar currency and feed themselves and their families.

In the US, the number one source of finance for SMEEs in 2009 was supplier credit. Sometimes called Trade Credit (TC), it amounted to $2.15 trillion and dwarfed bank lending to SMEEs of just $1.5 trillion. As entrepreneurs well know, Canadian Banks have a habit of lending money only to people or businesses that don’t need it; i.e., they only lend when they have adequate collateral. Loan to value ratios typically are in the 50% range for commercial lending—entirely useless to entrepreneurs who, by definition, start with almost nothing.

Suppliers, on the other hand, want a new enterprise to be successful—that way they will have helped create a new client for themselves. If you are going to start, say, a new fencing and deck company, the way you bootstrap it is: you arrange supplier credit from a friendly lumber store and you get funding from your clients too.

For example, you get an order for a new deck for $8,000. You ask your client for a deposit of 50% when you get the order with the other 50% paid when you finish. You then order $5,000 worth of materials from a supplier who has extended credit to you. Perhaps, for example, they have given you 45 days to pay for what you just purchased. Now you’ve got $4,000 in cash in the bank and $5,000 worth of supplies on site—so you have enough cash to pay your workers and yourself until the job is complete and then, with the balance in hand, you’ll have enough to pay your supplier…

Two former students of mine, Fred Carmosino, a Sprott School of Business grad, and Brian Saumure, a Carleton University SOA (School of Architecture) grad started their successful firm, Maple Leaf Design and Construction exactly this way—with launch client money and supplier credit.

What is cheaper—debt or equity? Many people think equity is free. Not so. VCs want to see at least a 20% p.a. ROI and Vulture Funds are aiming for a ROE of ~ $40%. But today you can get a variable rate home LOC for just 2.15% so now you know, debt is much less expensive. Even if you use 2nd mortgage type debt, you may pay 8% to 12%, still cheaper than equity.

But what is cheaper than debt? It’s supplier credit and launch client money! They usually charge you nothing for it. Clients give you their money in the form of deposits, retainers and progress payments for free because they want to buy your products and services, they want you to survive and they trust you.

If you build your business this way, it will have a Cash Conversion Cycle (basically, Accounts Receivable + Inventory – Accounts Payable) that is very short or, better yet, negative. This means that as your sales grow, you generate cash instead of needing to raise more cash—crucial to entrepreneurial, bootstrapped startups.

Lastly, bootstrap capital is much faster than going the VC-route. VCs, if they will even consider funding you, take 6 to 12 months to make up their minds. Banks take… well forever.

So instead of just talking about doing it, go out there and start your new enterprise and, once you’ve built it, hold onto to it. 

Professor Bruce M. Firestone, Entrepreneur-in-Residence, Telfer School of Management, University of Ottawa, Founder, Ottawa Senators, Executive Director, Exploriem.org, Broker, Partners Advantage GMAC.

Prof Bruce @ 1:16 pm 
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Hangman: Fast Selection of a Winner in a Public Space 
Posted on Friday 26 February 2010 

I sometimes bring Sens tickets and other giveaways to class or to speeches I give—people love FS (free stuff) and I love giving it away. Students work hard and don’t get much of a break. Plus they may not have a lot of surplus income so FS is welcome indeed.

Last week, Ted Wagstaff from Algonquin College and I gave a joint speech on Entrepreneurship and the Sports Business covering off six local cases: the Ottawa 67s, Mont Cascades and Pro Slide, Wilderness Tours and Mount Pakenham (done by moi) and Combat Sports (formerly Ballistik Hockey), Greco Lean and Fit and Ottawa Marathon done by Ted. My notes in PPT format are at: http://dramatispersonae.org/EntrepreneurshipAndTheSportsBusiness.ppt and Ted’s (in PDF format) are at: http://dramatispersonae.org/EntrepreneurshipAndTheSportsBusinessTedWagstaff.pdf). 

To kick things off on the right note, I wanted to give away four tickets and a parking pass to Alicia Keys (actually performing tonight in Ottawa as I write this). How to do that in a public setting in an entertaining fashion but fast so as not to waste lecture time, allow us to finish on time and get everyone home to see the Canada Men’s Hockey team play arch rival, Russia (which Canada won 7-3). 

In a smaller crowd, we usually just cut up pieces of paper, have the students write their names on them, put them in a hat and draw for a winner. That wasn’t going to work in this setting (a large hall in the beautiful and relatively new Desmarais building, part of the Telfer School of Management at the University of Ottawa.)

So here is the concept I developed about a ½ hour before the lecture:

1. Let’s play public hangman!
2. I drafted a student (Bailey) to play the role of Vanna.
3. Vanna drew the scaffold on the board and then this—
__ __ __ __ __ __ __
__ __ __ __ __ __ __ __ __ __

4. We explained the rules: you put up one hand, you get to guess a letter.
5. You put up two hands, you get to guess a letter and then the actual words.
6. The catch is, if you guess wrong, you’re out.
7. I was the MC selecting students and prompting them.
8. Bailey drew in the letters as they were correctly chosen or she drew a face, body, legs, etc. as the wrong guesses piled up. (This was really irrelevant since we intended to play until there was a winner so we would have added eyelashes, fingernails, etc. if necessary.)

But it wasn’t needed at all. The wisdom of the crowd soon solved the puzzle—we took perhaps six or seven guesses before the first person to raise both hands correctly guessed the answer: EASTERN CONFERENCE.

The whole exercise was done in less than two minutes, pretty efficient I think. We didn’t give any hints about category (despite being asked to do so) and we were right not to—if we had, the problem would have been solved in less than 45 seconds I am sure.

I don’t know if there is anything original about what we did, but it was fun, fast and somewhat relevant to the topic since I am a former hockey guy and I thought I would share the methodology with you. I think it would work even if you had 500 or 1,000 people in a room instead of 125.

Prof Bruce

Prof Bruce @ 8:15 pm 
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