                                 “Escaping the Circle of Doom”

By Bob Burke, Natural Products Consulting

One of my favorite business expressions that I wished I coined myself is the “Circle of Doom”.  
No, I am not referring to the vaunted Xbox 360 game. The catch phrase was actually brought into popular use by Jim Kilts, the former Gillette Chairman and CEO who sold that company to Proctor and Gamble. 

The concept is basic: Businesses get themselves into trouble by setting unrealistic targets and then, in attempting to meet those targets, they make bad decisions.

These may include ill-timed price increases as well as cuts in marketing, trade programs and personnel. These decisions lead to even deeper drops in sales. Cuts in marketing and trade programs do not lead to sustainable profits, and the "Circle of Doom" deepens and worsens. 
Let’s pause and think for a moment…has anyone ever heard of companies offering deep deals on truckloads at the end of a quarter or end of the fiscal year? Not me. Not that I know of. To do so to make bonus is sometimes winked at. To make up for a hopelessly unrealistic budget starts you down the primrose path to perdition. This slide usually begins when customers fail to order product during the months of January, February and March after a particularly aggressive year-end deal “to make our number”. 
How about when bill-backs are sky-high and trade spending is tracking at 30% of sales because you missed the Natural Products Consulting Institute’s seminar on “Trade Spending Management”. Naturally the CFO wants you to go back to all of your large customers to cancel remaining deals “to get spending in line”.  Sure, I’ll volunteer for that.  

Lastly, let’s just say that it is sometimes stressful when VP’s of Sales are beating on their regionals who ride their brokers who go home and kick their dogs (metaphorically of course) all because of an ill-conceived sales budget, unrealistic commitments and lack of imagination in solving problems. 

Cheer up; there is a prescribed way out of this mess, the aptly and colorfully named “Circle”
 (The following is excerpted from Chicago Business Online 11/5/01)
Mr. Kilts identifies four critical success factors necessary in a business turnaround. These are: Integrity, Enthusiasm, Action and Understanding. By Integrity he means "intellectual integrity" not ethics or principles. It is necessary for a company to take an honest look at what is really happening in the organization and out in the marketplace. As Kilts puts it, "Most companies get into trouble not because they make a world-class blunder, although that happens sometimes. Most often they get into trouble trough a succession of well-intentioned, but flawed, decisions that build on each other until it becomes very difficult to unravel the problem." He cited Nabisco as an example of this, a company with great brands that was losing market share and money every quarter. Kilts came in and, in one of his first moves, told Wall Street what to expect and told his employees what he expected of them and they should expect from him. Enthusiasm, according to Kilts, is particularly important in a turnaround situation. "The leader of a turnaround must be the head cheerleader," he said. "He or she must break through the complacency and instill confidence." Kilts also tries to help everyone in the company to understand that:  a) change is possible, b) there is an understandable process that exists to achieve it and c) the new guy thinks enough of your role in the change process to come talk directly with you. 

A bias towards action is the third critical factor in a successful turnaround. Kilts pointed out that you will always have to make decisions based on imperfect information. The worst thing you can do in a turnaround, he said, was to go into a "prolonged quiet period as you gather and then study all the necessary data." Some things simply cannot be postponed. While at Nabisco, Kilts sought to rejuvenate brands by restoring marketing spending, strengthening the sales force and getting closer to consumers, not by waiting for market research data or, as he put it "a free lunch." 

The final critical success factor is understanding -- specifically understanding the consumer, the trade customer and the dynamics that affect your business. 
Of course, much of this can be avoided by starting with a well thought out, well reasoned plan that everyone buys into. Ideally the people who are going to be accountable for the plan should be its co-authors. This means pushing the budgeting process as far down as you can go including regional managers and quality input from your brokers. Creating a challenging but realistic and achievable plan will move the company forward while giving deserving folks a chance to excel – all while avoiding the dreaded “Circle of Doom”
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