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WILSON HARRELL

Your Biggest Mistake

Can You Prevent It Before Disaster Hits?

IF YOU'RE AN ENTREPRENEUR RUNNING A FAST-GROWTNG COMPANY,
you will soon make a world-class, humengous, idiotic mistake, It
will be what I call “abicaten.” It will happen at the moment you
try to delegate real authority to professional managers.

Over the ysars, T have warched in horror as my entrepreneurial
friends lost their way at this critical juncture. It's been like watch-
ing a herd of sheep jumping oft a cliff. Maybe 1 can’t stop you,
but at least T may cushion your landing.

My friend Reed runs a telemarketing company, selling home
cquity loans to people whe want to pay off their high-interest
loans {rom finance and credit eard companies, The savings are
enormous. Like most entrepreneurs, Reed loves to sell, tlk to his
customers, and motivate his people. With a great idea and no
money, Rewd and his racchorses ook his company from zere o
more than $100 million in loans in

about? Are you nuts? Didn't you see those numbers?” And o on.

What I had seen was that the sales force was desperately
unhappy under the new regime and that the finely tuned
machine {ohn had created was about 1o have its engine seize up. I
explained, “Reed, you have abdicated, You have delegated what
you cannot delegate, You have crowned a new king who is grass-
ly incompetent ta rule the entrepreneurial business you have
built. Get your playboy butt hack ro running your racehorses, or
you'll wake up one morning and find a stable full of mules.”

We spent 15 minutes trying to gut John hreathing again, He
was furious, and undersiandably so. He had cleaned up a cor-
porate mess, cul cosls, and increased profits. John did not chal-
lenge my ancestry but questiened my professional ability. He
hael all the Facts on his side. But T had history on mine.

Reed got on his white horse and

five yoears, receiving a small percent-
age on each loan, Money flowed in
like magic and was immediately dis-
persed with reckless abandon., Every-
one hud i ball. Commissioned sales
reps were making betwveen 55,000 angd
315,000 — not per month, but per week,

Reed hated the denils of managing
the business, sa he hiced John, a man-
agey wWith encugh eredentialy to
choke o horse. He was not just a CPA,
but a proven senior executive with a
Fortuns500 company.

[oht was an administrative genius.
He ook over everything, cstablish-
ing procedures, controls, personnet
potictes, and all that other good
stulf, Suddenly, the company was
being run properly. For example, it
was forbidden to whoop anel holler
when someone closed a big sale or
to run dewn the hall, shouting, "1
did it, I did it!" That would have disrupted the telemarketers,

Reed now had lots of time to spund with his ever-growing
number of playmaces. His golf score went way down, He gota
condo on the beach and was preparing to buy a yacht. He cven
had time to read my book, which prompted him to call me to say
"Wilson, come and see how great ny company is doing!™

At the end of my first day there, Reed, John, and [ were having
drinks. “Well, what do you think?®" Reerd asked me.

“Your company,” I replicd, “'is a disaster waitling 1o happen.”
Stunned silence. Two mouths hanging open.

Reed reeovered enough to say, “Wilson, what are you talking
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recaptured his sales force. He was
amazed to find that some of his race-
horses had begun to grow longer ears
and to bray a big, but a litde whooping
and hollering and running down the
hall soon cured that, For now, Reed is
irreplaceatie.

ARE ENTREPRENEURS
UNTRUSTWORTHY?

Another entrepreneur we'll call Keith
ran a booming NASDAQ) public com-
pany. Shortly afier his [FO, a dirgetor
who had been selected by the invest-
ment banker persuaded Keith to give
his CEQ job to a Wall Sueet-type
manager, Finaneial people don't trust
entrepreneurs, the banker explained,
so it would be in his own best inrerest.
So Keith abdicated-

Before you could say Jack Robin-
son, several other abdications fol-
iowed — namely, customers and key excoutives. Keith watched
his paper fortune disappezr like hog meat in a hound dog pen. It
took a while, but Keith bought himself a white horse and a long
knife and then “abdicated” Mr. Wall Street and the director
who'd brought him in. Sales and proflts are on the tise again,

Hire professional managers to run whatever entrepreneurs
don’t want to run. But never let thern get their hands around
the throats of the people who bring moncy in the door.

There may comeé a day when John or Mr, Wall Sureet should
take over a company. That's the day the entreprencur is raady to
walk our the door with a big, big bdg over his shoulder, sayinyg,
“Adios, baby! It's all yours now!” Then it’s time to saddle up and
go a-hunting for racehorses — and do it all over again, 8

To obtain Hervell's book, For Entrepreneurs Only, see page 66.

X I e L m

88 SUCCESS MARCH 1996

TOTAL P.81




