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“What a wonderful book. The only way organizations will be able to
compete in the future is if their people act like owners and they create
an ownership culture. A must read for the 21st century.”

—Ken Blanchard, Coauthor, The One Minute Manager

“Aterrific addition to any library. Marty O’Neill and Robert Blonchek
have crafted an elegantly simple and uniquely powerful approach to
enhancing the performance of any organization—large or small. |
wholeheartedly recommend it.”

—Douglas R. Conant, President, U.S. Foods Group, Nabisco

“The new workplace demands that businesses find effective ways to
release the power of people. Blonchek and O’Neill’s ‘Internal Fran-
chise’ idea turns the franchise concept inside out and provides a
roadmap for ownership and empowerment in any organization.”

—Alan Randolph, Coauthor, Empowerment Takes More Than a Minute

“Act Like an Owner gives you a treasure map to unlocking the for-
tunes that lie throughout an organization.”

—Bill Toler, President, Campbell Sales Company

“An insightful look at the elements of an ownership culture and how
to put them to work in your company in order to attract, retain, and
motivate talented people.”

—J. Robert Beyster, Founder, Chairman, and CEO, SAIC

“Act Like an Owner gives you the tools you need to develop and
empower your employees to think and act like entrepreneurs.”

—Andrew C. Taylor, President and CEO, Enterprise Rent-A-Car, and
1997 Ernst & Young Entrepreneur of the Year Award Winner

“Act Like an Owner gets beyond the rhetoric and brings reality to the
development of business leaders and creating a dynamite culture.”

—Ron Charnock, Senior Vice President, International Business
Group/Internetworth

“Act Like an Owner gives you many of the critical answers you need to
embark on the long journey of developing your most critical resource
and asset—your people.”

—Robert S. Argabright I1, President, Allpro Packaging Company

“Act Like an Owner is more than just a book—it’s a step by step road
map to the future, and a detailed blueprint for building a successful
entrepreneurial culture in any company.”

—Dan R. Bannister, Chairman of the Board, DynCorp

“Act Like an Owner should be required reading for anyone looking to
take a startup company to the next level.”

—Christopher M. Young, President, ProObject
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Preface

The business model presented in this
book, which we call act like an owner (ALO), grew out of
our experience in building information technology service
businesses. When we started our first business, our goal
was to create an environment that we would enjoy work-
ing in, an environment based on trust and team spirit.
Having spent many years working for a large interna-
tional management consulting firm, where teamwork was
frowned upon and where internal competition took prece-
dence over customer satisfaction, we were committed to a
new approach.

Early on, as a company of just six people, we wrote a cor-
porate creed that documented our principles and values—
our culture. This creed simply stated that we would build a
successful business by focusing on the customer, encourag-
ing entrepreneurial spirit, empowering everyone, and shar-
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ing both success and failure. We call this culture an ownership
culture.

We discovered that this environment was enjoyable to
work in and was a powerful business strategy. We saw ordi-
nary people, with an intrinsic desire to do their best, accom-
plish significant personal and business objectives. We saw
the level of individual initiative and accountability sky-
rocket. We saw teamwork provide a competitive advantage.
Our goal was to create a great working environment. We
ended up with a great working environment and an organi-
zation where everyone acted like owners.

The results were tremendous. In a crowded and compet-
itive technical services market, our company grew at a rate
of almost 5,000 percent over 6 years. It was recognized as
one of the fastest-growing technology companies in the
country in 1996.

To this day, when we ask people associated with the com-
pany why it was successful, and why they were committed,
the answer is always the same. It was empowerment; it was
team-spirit; it was vision. It was mutual respect and trust. Most
important, it was the culture.

This book is a distillation of our experience in creating,
nurturing, and maintaining an ownership culture. Like
many business owners, we studied the leading management
approaches and business strategies, including reengineer-
ing, principle-centered leadership, empowerment, core com-
petencies, and many others. The ALO model is a synthesis
and practical application of these leading business concepts
along with our own personal experiences. It's a model
mined from research into today’s leading management con-
cepts and forged through years of personal application both
in our own businesses and in consulting assignments with a
number of leading companies. The ALO model is not aca-
demic theory, it’s a roadmap for applying today’s most
important management practices to the real-world problem
of building an information-era business. We discovered the
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power of an ownership culture in our first business, refined
itin our consulting practice, and have put it to use once more
at Bottom Line Staffing Solutions and CTX Corporation.

In this book, we present the internal franchise, the foun-
dation of ALO and a framework for unlocking entrepre-
neurial spirit in your organization. It’s a framework for
managing the shifting business landscape.

An internal franchise consists of three components: an
operating model, entrepreneurial employees, and an ownership
culture. It’s a strategy for crystallizing your way of doing
business, and then turning your operating model over to
your employees to run as if they own it. It’s the value
proposition you offer to your employees—you offer them
the opportunity to become franchisees of your operating
model. As such, the internal franchise addresses your need to
focus your entire organization on execution (your operating
model) while addressing the changing needs of today’s
workers (the desire for opportunity and growth).

The heart of the internal franchise is the ownership cul-
ture, a corporate culture built on the principles and values
of the entrepreneur. An ownership culture compels every-
one in your organization to think and act like an owner of the
business.

In Part I, we vividly describe the essence of an ownership
culture and its impact on an organization. Then we fully
develop the internal franchise model. We illustrate how you
can build equity in your ownership culture and make it part
of your company’s brand identity. In this way, we explore
the power of a corporate culture to create an environment of
shared values and goals.

In Part Il, we provide a formula for creating an owner-
ship culture and putting it to work in your organization. We
address the management and leadership aspects of building
an ownership culture, and we boil down the concept of an
Ownership Culture to owning the word TRUST, which
stands for:
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= Teach your employees your operating model.

= Reward them based on the performance of the business
and their contribution to that performance.

= Unconditionally support their actions in order to
develop a truly empowering environment.

= Share information so that everyone can make effective
business decisions.

= Be Trustworthy by making and keeping commitments.

In Part 111, we apply an ownership culture to one of the
most pressing problems facing business today: attracting
and retaining skilled workers. In this way, we demonstrate
that an ownership culture is powerful organizational devel-
opment technology.

We conclude the book by presenting a larger historical
context for the importance of an ownership culture. We
illustrate the irony that throughout most of this century
businesses have worked to reduce their dependence on
people, only to find that as we approach the twenty-first
century, people are more important to the success of a busi-
ness than ever before.

Act Like an Owner will help you formalize your operating
model and internally franchise it to your entrepreneurial
employees. It provides the tools and techniques you need to
build an ownership culture and discover its potential to
positively impact your business. It is also a leadership phi-
losophy that will help you communicate effectively with
your customers and employees, develop effective teams
throughout your organization, design business systems that
support and enhance empowerment, create a company of
leaders, and crystallize your vision for the business.

This is a book, then, about a new strategy for business
success—a business strategy centered around people.

Our hope is that Act Like an Owner will be an invaluable
aid for the leaders of large and small organizations alike. We
believe the ALO model can be valuable to the largest corpo-
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rations in America, if they understand the importance of
thinking small and encouraging entrepreneurial spirit in
their organizations. We also believe it is equally valuable to
second-stage growth companies that are trying to become
large organizations. We think the ALO model is the fuel that
all businesses need as they journey into the twenty-first cen-
tury. We hope you agree.
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A franchise is a method for marketing
and distributing products and services. Companies like
Domino’s Pizza have used franchising to grow very rapidly
and secure a significant share of their markets before com-
petitors could catch up.

In a franchise system, a franchisor licenses a business for-
mula—a complete way of doing business—to a franchisee.
The franchisee agrees to operate the business according to
specific guidelines, and to pay the franchisor a percentage
of sales as a royalty. The franchisor—franchisee relationship
is governed by a franchise agreement—a binding, legal
agreement.

The franchise model is one of the fastest-growing seg-
ments of our economy. According to the International Fran-
chise Association, franchises employ more than 8 million
people in more than half a million outlets, and a new fran-
chise outlet opens every 8 minutes in the United States.! Fran-
chising provides the opportunity to run your own business
with less risk than starting from scratch on your own. One of
the hardest parts about starting a business is designing the
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business concept. In franchising, that is already done for you.
You simply have to learn to run the business. You have a seri-
ous head start on competitors who start from ground zero.
Because of these reasons, many Americans are turning to
franchising to pursue their entrepreneurial dreams.

In Part I, we present the internal franchise as a framework
for putting ownership culture to work as a competitive
weapon. An internal franchise is similar to a traditional
franchise operation. In an internal franchise the company
makes its operating model explicit and then “franchises”
the operating model to its employees. The employees are
then coached, mentored, and trained to operate the busi-
ness at the highest level of proficiency. In an internal fran-
chise, the franchise agreement is not a legal binding
contract, it is the company’s culture—an ownership culture.

An internal franchise addresses the fundamental chal-
lenges facing most companies today:

= A new competitive landscape where it’s not what you
do, it’s how you do it

= A new breed of employees who want opportunity, not
job security

= The inability of industrial-era techniques to address
information-era challenges (processes versus people)

When you can turn to your employees, teach them your
operating model, and empower them to run the business,
you have established a new distribution channel. If a fran-
chise is a method of marketing and distributing products
and services, then an internal franchise is the last, untapped
distribution channel for your products and services.

It offers a powerful form of leverage, not to mention a
tremendous value proposition for your employees. And it’s
an effective framework for dealing with the challenges of
running a business in today’s competitive, rapidly chang-
ing environment.
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Let’s take a closer look at the three key components of an
internal franchise: the operating model, the employee, and,
most important, an ownership culture.

THE OPERATING MODEL

According to Adrian Slywotsky, author of Value Migration, a
business design is the totality of how a company selects its
customers, defines and differentiates its offerings, defines
the tasks it will perform itself and those it will outsource,
configures its resources, goes to market, creates utility for
customers, and captures profit.? It is the entire system for
delivering utility to customers and earning a profit from
that activity. Slywotsky shows that an appropriate business
design is the single biggest determining factor of business
success today. This is a long way of saying that what you do
today is less important than how you do it.

We agree with Slywotsky’s definition of a business
design, but we modify it slightly to fit the internal franchise
model. Design implies making decisions. Designing a busi-
ness is the process of making decisions about the key ele-
ments of your business model. For example, you decide on
your target markets and customers, your product and ser-
vice offerings, your method of sales, your pricing strategy;,
and a host of other elements. However, once you establish
the design, you put it into action as an operating model.

An operating model is active. It is not enough to have a
solid business design—you must have a workforce that exe-
cutes the business design effectively. An operating model is
a company’s way of doing business. A business design is
comprised of the fundamental and strategic assumptions
that are at the foundation of how a company does things.
Both are critical. Let’s consider an example.

Home Depot has emerged as the leader in the do-it-
yourself home remodeling and decorating business. The
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company has done this by developing a business design that
offers a wide range of products, competitive prices, and cus-
tomer service. A key element of its business design is cus-
tomer service. Home Depot’s success depends on providing
superior service to customers.

It’s not enough to make the decision to provide superior
service. Everyone in the organization must understand the
connection of customer service to the success of the busi-
ness. They must be motivated to provide top-notch service,
they must be trained to serve customers, and they must be
rewarded when they do. Customer service must become
part of the corporate culture.

An operating model manifests itself in the stories
employees tell about what they do in their jobs. If you asked
Home Depot’s leadership about their business design they
would mention customer service. If you asked employees
about their jobs, they might say they are trained to identify
customers struggling to find a product and to immediately
offer help. The former is Home Depot’s business design.
The latter is its operating model. It is a subtle but critical dif-
ference. A business design is only as good as the number of
people who can live it every day.

The first step in building an internal franchise is to explic-
itly identify your operating model. To do that you need to
understand and challenge your fundamental assumptions
about your business, your industry, and your customers.
You need to make your key business decisions explicit along
the customer, economic, and operational dimensions of your
business. Then you can devise procedures and systems to
accomplish your business objectives. You can choreograph
the activities of everyone in your organization and ensure
that they work together to achieve your business vision. You
can devise reward systems to motivate the behaviors you
need. You can teach everyone how your business works and
how it makes money. You can reengineer your processes to
ensure they produce the marketing result you want. You can
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define how your business works. In short, you can ensure
that your business’s policies, procedures, processes, and
structures work together seamlessly to achieve your busi-
ness objectives.

The resulting operating model is what your employees
will franchise. It doesn’t matter if you are the manager of a
major business unit of a Fortune 500 company or the leader
of an entrepreneurial startup, in today’s business climate
everyone in your organization must understand your oper-
ating model.

THE EMPLOYEE

When you hire new employees, are you hiring technicians
or entrepreneurs? Are you hiring people with specific skills,
or are you hiring entrepreneurial people with an aptitude
for the job they will perform?

Our contention is that most people want the opportunity
to act like an owner. But most people are never given the
chance. Therefore, they are conditioned to think like techni-
cians. Their self-concept is that of technicians. They view
themselves one-dimensionally, as a salesperson, an engi-
neer, or a manager.

It’s important to begin to view your employees as entre-
preneurs. And this starts with your hiring process. You can
select people with entrepreneurial drive by screening for
attitude and cultural fit. The entrepreneur in prospective
employees awakens when you explain that they will be
given the opportunity to act like owners. Then when they
join your company and begin to live in an ownership cul-
ture, their entrepreneurial drive will grow, and they will
begin to act like owners of your business. Your company’s
ownership culture becomes a brand that attracts entrepre-
neurial people to your organization and strengthens the loy-
alty between employees and the company.
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Your job as a leader is to attract and grow entrepreneurs,
or “intrapreneurs,” who can franchise your operating
model and execute it at a high level of proficiency. You must
attract and hire people with a positive, entrepreneurial atti-
tude and then create an environment that drives the behav-
iors you need. That’s where an ownership culture comes in.
It’s your franchise agreement.

THE FRANCHISE AGREEMENT

A franchise agreement is a legal document that sets limits
on the activities of the franchisee. Its purpose is to enforce
the principle that what is good for the system is good for the
franchisee. To the extent that the franchise agreement can
align everyone’s behaviors with the overall goals of the
franchise system, both the system and the individual opera-
tors will benefit.

Likewise, a corporate culture enforces shared principles
and values and establishes accepted behavior for all mem-
bers of an organization. An ownership culture is a corporate
culture that compels everyone to think and act like owners
of the business. An ownership culture enforces the funda-
mental law of entrepreneurs: What’s good for the business is
good for the entrepreneur.

An ownership culture is a bond among the constituent
members of an organization, which is cast in trust. An owner-
ship culture implies acting and taking action with the best
interest of the company in mind. An ownership culture moti-
vates everyone in the organization to feel that they own their
franchised operations, and they act accordingly. Therefore, an
ownership culture is the franchise agreement in an internal
franchise.

We explore the essence and application of an ownership
culture, the workplace brand, the internal franchise agree-
ment, the operating model, and the characteristics of entre-
preneurial employees in detail in the following four chapters.
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Think about what characterizes suc-
cessful entrepreneurs. They have tremendous belief in their
abilities and in their vision for the business. They have
developed ways of doing things that allow them to earn a
profit. They are prone to action and don’t worry about mak-
ing mistakes. Instead, they learn from their mistakes. They
understand that when the business succeeds they’ll suc-
ceed, so they focus their energy on building a successful
business.

Now imagine that every person in your organization
shared these same beliefs. Imagine the possibilities if every-
one in your organization believed in the purpose of your
business. Imagine the possibilities if everyone in your orga-
nization believed in the reward for exercising initiative in
creating value for your customers and profit for your busi-
ness.

When all employees in your organization share these
beliefs, you will have created an ownership culture. They
will think and act like entrepreneurs—Ilike owners of the
business. That’s the power of an ownership culture.
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SUDDEN IMPACT

In an ownership culture people interact in positive ways,
they stay focused on winning new customers, and they col-
laborate. They are accountable for business results. They
keep the best interest of your business in mind because it’s
in their own best interest.

In an ownership culture, the entire workforce under-
stands how the company or business unit makes money
and are able to identify new business opportunities. Since
each employee understands the profit drivers of the busi-
ness costs are better controlled. Employees have a direct
line-of-sight between their daily activities and your income
statement, balance sheet, or operating budget.

An ownership culture is a great way to attract and retain
employees. An ownership culture provides career security
for everyone in the organization by opening a range of new
opportunities. Employees engage more with their jobs
because they are provided with a broad view of how the
business works. Their level of responsibility and authority
increases and they become better skilled so that they are
valuable to you and to the employment market. Even if
your company goes out of business tomorrow, or your orga-
nization is restructured out of existence, your employees are
secure because their skills and experience are in demand.

An ownership culture provides increased financial
opportunity because employee compensation is self-funded
by the success of the business. It increases when corporate
profits increase.

Here are several clear examples that illustrate the power
of an ownership culture.

A REAL-LIFE OWNERSHIP CULTURE

Shawn was dejected. After spending six weeks working
around the clock to get the remaining bugs out of the soft-
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ware, the client was demanding that 200 additional changes
be made to the system in less than 14 days. He didn’t know
what to do. How could he ask his team to spend another
two weeks working around the clock? He decided he
couldn’t.

After gathering the team together, he thanked them for
their efforts and told them he was proud of them. He told
them that the client was demanding even more changes,
but he didn’t expect them to kill themselves in order to get
it done. They had done enough. He thanked them again
and headed out the door to let his boss know that they were
not able to meet this final deadline. They were just too
exhausted.

His team wouldn’t let him do it. They believed they could
pull it off. They brainstormed ideas on how to approach the
problem and set into motion a plan to complete the neces-
sary changes. Two weeks later the customer accepted the
system.

Brian was intercepted by his customer on his way out the
door. The customer asked if he knew a good place to buy
several hundred laptop computers. Brian thought about it
for a moment and told the customer he couldn’t think of a
source off the top of his head. However, he was sure that
someone in his 250-person company would know the best
place to buy them. He asked to borrow the customer’s
phone and left a global voice mail for everyone in the com-
pany, asking for a good source for laptop computers.

Before he could put on his coat and leave the customer’s
office, his beeper started to vibrate. Jokingly, he said that it
was probably the answer on the laptops. He asked to bor-
row the phone again and quickly checked his voice mail.
Sure enough, it was the answer. In less than five minutes,
someone working across town had responded to the origi-
nal voice mail and was able to answer the customer’s ques-
tion. Brian left that day knowing he had a happy customer
and feeling proud to be part of the team.
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Mark had just joined the company after spending several
years working for a large international management con-
sulting firm. He was hard-working and intelligent, but he
had never been responsible for building a business before.
However, he had a few solid ideas and sensed that the com-
pany would support him.

Over the next 2 years, Mark built a $2-million consulting
business by creating an alliance with one of the largest com-
puter manufacturers in the country. He not only found new
customers, he hired almost 20 people, managed every cus-
tomer engagement, and often contributed to the technical
work. This alliance became a key part of the company’s rev-
enue growth over the next several years.

What'’s going on here? How does a young engineer have the
courage to say enough is enough? Why does a team, when
given the chance to slow down, agree to do even more? Why
does an employee go out of his way to find an answer to
someone else’s question? And why is a new employee moti-
vated to achieve tremendous personal and business objec-
tives?

The examples described here are not the result of hap-
penstance. They resulted from a calculated effort to nurture
entrepreneurial spirit throughout an organization. They are
the predictable outcome of building an ownership culture
based on these five entrepreneurial beliefs:

Belief in the leader
Belief in the purpose

Belief in the operating model

Belief in empowerment

o > w poE

Belief in the reward

Let’s look at these five beliefs in more detail.
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Belief in the Leader

When everyone in your organization believes in you as a
leader, a high level of trust develops in your organization.
Kouzes and Posner studied the characteristics of admired
leaders in their book, The Leadership Challenge.* They found
that the top characteristics of admired leaders are honesty;,
vision, and competence. Belief in the leader means that the
people in your organization believe that you and the other
leaders have the business acumen and talent to succeed,
and that you are trustworthy.

Competence doesn’t mean brilliance. In fact, Kouzes and
Posner found that intelligence ranks low on the list of char-
acteristics. You don’t have to be the smartest person in your
organization. Competence means that you are reasonably
smart (a matter of genetics) and that you are constantly
learning and growing (a matter that is under your control).
People want to know that you try hard, make good deci-
sions, and constantly learn. They want to know that you are
decisive.

What about trust? Humans don’t instinctively trust each
other. It’s not in our genetic makeup. We earn trust in each
other over time. To earn the trust of employees you must be
trustworthy. You must make and keep commitments. You
must ensure that your words and deeds are aligned with
the best interest of the business. If you make commitments
to people and keep them, they will view you as trustworthy.
It’s that simple.

If people realize that the company’s success takes prece-
dence over your personal goals, they will trust the company.
They want to know that you and the company’s other lead-
ers believe that your personal goals and objectives are best
met when the business succeeds. They want to know that
they can focus on building the business instead of worrying
about hidden agendas. They want to know that they can stay
focused on the customer instead of on internal politics.

o



5613_Blonchek_fm&1_jh_qgxd 1/20/9911:43AM Page 16 $

16  Act Like an Owner

Nothing is worse than working for a manager who
believes that his or her own success is a separate issue from
the company’s success. As an employee in this situation,
where do your loyalties lie? Do you support the manager’s
agenda or the company’s agenda? Even worse, do you how
interpret your manager’s actions as appropriate behavior?
He or she seems to be getting ahead by acting this way.
Maybe you should follow suit? The old adage that the best
way to succeed is to find somebody who is already success-
ful and copy their methods seems to apply. But does it?

If the people in your organization are spending time
answering these questions for themselves, they aren’t
spending time serving customers. Answer the questions for
them. Make sure the entire leadership team puts the com-
pany’s interests ahead of their own. When they do, trust
will blossom.

Belief in the Purpose

Most people want to be a part of something big. They want
to share in the creation of something important. They want
to believe in the purpose of their organization.

Most leading companies have a strong purpose. For
example, Wal-Mart’s stated purpose is to allow common
people to buy the same things as rich people. Microsoft’s
stated purpose is to enable people to have information at
their fingertips. The Body Shop promotes social responsibil-
ity. Your employees want to know your company’s stated
purpose. They want to know that the business is trying to
achieve something that is important and meaningful. They
want more than a job. They want to be part of changing the
world, even if it’s just their own little corner of it.

To discover your purpose, ask yourself why your organi-
zation is important. If your company went out of business
tomorrow, or your organization was reorganized out of
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existence, why would your customers care? We often ask
managers to reflect on this question. In one case, we asked a
group of service managers. Initially, their answers revolved
around the fact that they would lose their jobs. But after fur-
ther probing, they began to open up. They talked about how
they truly believed that their customers would be left in a
bind. They mentioned that they often solved business prob-
lems that other companies couldn’t. Without them, their
customers would not be getting high-quality solutions to
their problems.

Now, you can argue that their stated purpose wasn’t
unique, but that’s not important. It was their purpose. That’s
what matters.

When all the employees in your organization share a
belief in the purpose of the business, they stay focused on
the big picture. Their actions align with the direction of the
business. Their collective thoughts focus on better ways of
achieving the purpose. They feel a personal sense of fulfill-
ment that goes beyond just completing a job.

In order to believe in the purpose, they need to under-
stand it. You have to constantly repeat your stated purpose
as if it were a mantra. It doesn’t have to be earth shattering
in its creativity or unigueness; it just has to be yours.

How many times have you heard someone in your orga-
nization say, “We need a better understanding of where we
are headed.”? We see too many managers thrown off balance
by that question. They can’t understand why people have a
hard time understanding where the business is heading.

The president of a professional services firm shared his
experience regarding the perceived lack of vision in his
organization. He was confronted with the question, “What
direction are we heading?” Out of exasperation, he rattled
off a very simple, nondescript vision statement. Something
along the lines of: “We are an organization that provides
superior results to our customers. We are going to continue
to serve our existing customers better than anyone else
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while we target new customers in the telecommunications
industry.” To his amazement, the questioner responded,
“That’s exactly what we need to be hearing!”

People need to know where they are going. They want to
know that the things they do every day contribute to a
vision. Many companies develop mission statements or
vision statements. But a mission statement is only as good
as the number of people who can live it every day. You need
to put meaning behind the words. Identify the key words of
your mission statement, and tell stories about people living
those words. If your mission statement says you are cus-
tomer focused, share company folklore about employees
who have focused on the customer. If your mission state-
ment says you are a team, give examples of how teamwork
has helped win new customers. Bring the words of your
mission statement to life through storytelling. Tell these sto-
ries to customers, partners, and your employees. Tell them
to people you are trying to hire. Tell them to anyone who
will listen.

Once employees understand the vision, they set off to
live it. They refine it based on their own experiences. It
becomes the rallying cry of your organization. Your pur-
pose concentrates the creative energy of your people on
helping your organization reach its goals.

Belief in the Operating Model

We define an operating model as the integration and inter-
action of your business constructs—the policies, proce-
dures, processes, and structures of your business in
dynamic interchange. It’s how your business works.

The people in your organization constantly pass judg-
ment on your operating model. They evaluate whether it
makes sense, given their view of the world. They compare
your operating model to those of other companies where
they have worked, to those of your competitors down the
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street, and to the models described in the business or indus-
try literature they read.

Every day, your employees pass judgment on your
marketing strategy, accounting practices, management
approach, hiring practices, and every other aspect of your
business. Your job is to help them find reasons to believe
that your operating model makes sense.

Belief in your operating model fosters effective action
because belief is a by-product of knowledge. When every-
one believes in your operating model, they understand the
rationale behind the processes, policies, and procedures
you have implemented. They are equipped to make deci-
sions, and they frame every decision against the purpose of
the company and an understanding of business financial
principles.

Again, your job is to share the operating model with
everyone so they can inform their daily activities with
knowledge and purpose. They have to know that you take
the operating model very seriously. You have to show them
that it is designed to help the business achieve its purpose.
Talk to them about it at every opportunity. Your operating
model has to be a reflection of what you believe and what
you want for your business. It’s that important.

Our mantra is: It’s not what you do; it’s how you do it. Your
operating model is really how you run your business. You
probably aren’t offering a product or service that is com-
pletely unique and different. There is too much competition
for that. To be different, you have to develop an operating
model that reflects your unique vision of what your cus-
tomers need. And you have to ensure that everyone
believes in its ability to succeed.

Belief in Empowerment

The real benefit of working in an ownership culture is the
ability to act on your own with the full support and backing
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of the organization. In an ownership culture all employees
act like owners of the business. Therefore, you authorize
them to make decisions. But even more important, you train
them to make the right decisions. Just authorizing people to
make decisions is not enough—they won’t act unless they
feel confident that they can act appropriately.

When people believe in empowerment, they believe in
the organization, and they believe in themselves. They
know the organization supports their actions, and they
believe they will make the right decisions. Most important,
they know they are allowed to fail. Mistakes are tolerated.
However, they must recognize how to learn from mistakes
and avoid repeating them.

One of the authors once made the mistake of the century.
He signed a $1 million fixed-price contract without check-
ing a box to request progress payments along the way. In
other words, he signed a contract that required the com-
pany to deliver $1 million worth of services without receiv-
ing any form of payment until completion of the entire job,
almost nine months later. In essence, he created a massive
cash-flow problem for the company.

His first response (after the tears stopped) was to control
the damage. The company set out to control expenses and
raise cash to solve the immediate cash-flow crisis. Then he
met with the legal staff to put a process into place to ensure
that the problem would never occur again. He shared the
story with everyone (even though he took a lot of ribbing),
so that everyone would avoid making the same mistake. In
the end, the company survived and everyone learned from
the experience. More important, they realized that the com-
pany could tolerate mistakes as long as everyone learned a
constructive lesson and took action to avoid repeating the
mistake.

People believe in empowerment when they have the
authority to act, have the ability to act, and receive support
when they do act. When they believe in empowerment, they
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feel a sense of purpose and fulfillment. Employees today
want opportunities for growth, and they want to have an
impact on their organization. They want to be empowered.
Make sure everyone in your organization believes in
empowerment.

Belief in the Reward

If you feel that salary and bonuses are the major reasons
why your company can attract and retain people, you have
a real problem on your hands—especially with the unem-
ployment rate hovering below 5 percent. In this environ-
ment, when many people can go elsewhere and command a
higher salary, you must give them other reasons to stay than
just money. You must ensure that they enjoy what they do.
In the current business climate, you attract people with com-
petitive salaries and financial rewards, but you retain them
by giving them opportunity and a rewarding place to work.

When employees believe in the reward, they believe that
they will succeed when the business succeeds. They are
willing to give their best efforts on behalf of the business,
because they know that their personal success is tied to the
success of the business. This is constantly on their minds.
When you help your people stay focused on the big picture,
they, in turn, try to improve the business so that their
reward increases. They think and act like entrepreneurs,
like owners of the business. They protect the bottom line as
if it’s their own, because it is their own.

THE POWER OF TRUST
The ability to trust and believe in a system is the key deter-

minant of the system’s success—even if that system is a
business. If your employees don’t believe in your business
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system, they cannot be effective. They spend too much time
watching their backs instead of focusing on the customer.
They spend their time trying to figure out the hidden agen-
das. They work within the system rather than working on
the system. Politics dominates the environment. Trust
becomes nonexistent. In the end, good people take their ser-
vices someplace else.

Trusting the system is liberating. It frees up an enormous
amount of time to focus on more important things. In this
case, employees focus on the customer. When employees
believe in the leaders, they adopt their beliefs and values.
When they believe in the purpose of a business, they
become prophets and spread it to anyone who will listen.
When they believe in empowerment, they act. And because
they understand the operating model, they act appropri-
ately. When they believe that they will succeed when the
business succeeds, they focus their attention on the success
of the business, nothing else.

When the five entrepreneurial beliefs are inculcated in
your culture, your business becomes a finely tuned system,
your people a team. They believe in the game plan and
focus on winning. Your business begins to operate on its
own, without your constant attention. You have more time
to work on the business instead of working at the business.
You have more time to improve its operating model, to find
new opportunities, to develop more people, and to stay
focused on the changing market.

Ensure that everyone in your organization believes in the
leadership of your company. Ensure that they believe in
the purpose of your business. Ensure that they believe in
the operating model, and that they believe in empower-
ment and the reward. Then let them go. Get out of their way.
Discover how powerful a company of entrepreneurs can be.



