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ABSTRACT

The concept of failure and success in companies in industry is a complex one. The criteria of
success is multi-faceted and can be represented by a number of factors ranging from abject and
complete bankruptcy, through “fattening” up a company for takeover, to growth, return on

investment, and the degree of shareholder and employee satisfaction.

The problem is that no one has yet developed a quick and accurate qualitative methodology to
look at a company, place it in its life-cycle, place it in the context of its market, and then provide
a prediction as to failure or success. This is a critical concept from a number of aspects:

Investors, Shareholders, Merchant Banks, Competitors, et cetera.

But in a Canadian public policy perspective success is one of the most important aspects of
decision making. In North America as well as around the world, governments need to make
decisions on whether or not to provide assistance and whether to support an organisation through
tax relief, grants of funds, or contributions of some sort to an organisation. There is little enough

money to go around, and government must make strategic, long-term, and accurate decisions.

The focus of this research is to articulate a two-dimensional landscape on which we can place a
company in terms of its maturity, and in terms of the marketplace’s maturity, so as to set up
well-understood conditions against which we can make observations on orthogonal dimensions
of the company’s infrastructure: a series of factors which research will show are critical to the
ongoing growth and maturation of the company, and through which we can, with relative

accuracy, predict the ultimate success or failure of the company.

We will use a standardised Likert scale and weighted averages to make these third dimensional
observations, and then develop a single numerical score out of 10: 1 implying rapid failure; 5
implying a 50/50 chance of success; and, 10 implying a company well on track to succeeding in

the high-tech marketplace.

This research was primarily qualitative in nature, but is built around quantitative factors so as to

combine the two types of factors into a holistic approach to decision-making.



There is a large amount of literature around the numerical analysis of a company, and the

company’s health — where there is a significant gap is the qualitative aspects of a company: those

subtle elements of leadership, innovation, incentives, et cetera that influence success or failure.

The Pair-Bond landscape.

If we consider that a marketplace in Canada can exist in three broad states: emerging; evolving;

and, mature, and that a company can also exist in one of three states: newly formed; evolving;

and mature; we can then plot a company on a 3x3 landscape defining 9 potential states:

(n,e)
(n,ev)
(n, m)
(ev,e)
(ev,ev)
(ev,m)
(m,e)
(m,ev)
(m.m)

newly formed company in an emerging market
newly formed company in an evolving market
newly formed company in a mature market
evolving company in a emerging marketplace
evolving company in an evolving marketplace
evolving company in a mature marketplace
mature company in an emerging marketplace
mature company in an evolving marketplace
mature company in a mature marketplace

Figure 1 - The Market-Company "Pair-Bond" (Author’s Construction)

We can graphically represent this as seen in figure 2.
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We can also see that the fastest way for a company to start and then progress to market
domination is through a diagonal line. The highlighted quadrant — the Mature-Mature pair bond
is the quadrant a company aspires to — a mature company in a market dominance position in a

mature marketplace.

If the market is already in place but the firm is new, a more vertical line is the fastest way to get
to market dominance. If the market is new but the firm is established, the fastest path to
dominance is a horizontal line. We can comment that in actual fact, companies do not grow in a
line, and neither do markets, in fact, and in reality, companies grow in a staircase pattern through
the maturing market, and depending on where they start, they may grow in a curving line.
Although, observationally, new companies in new markets may show unsteady growth until they

hit upon a strategy which works in their particular pair-bond.

For instance, a company entering an already mature marketplace with a new and innovative
product or service will quickly pass other organisations on the staircase to maturity, in an
exponential curve to the mature market-mature company pair-bond, and will eliminate or
purchase competitors as it consolidates its position as one of the few dominating the

marketplace.

Although this is a new model on which to place companies, it does not provide any mechanisms
for prediction of failure to guide investors and public sector interests. In order to advance the
body of knowledge, we need to add a number of new dimensions: that of factors essential to
moving the company to that successful and market-dominant position — i.e., success; or
alternatively an indication of where the enterprise is failing to properly and appropriately prepare

for success.

The n-dimension factors considered in this dissertation are:

1. Human Resource structures

Creativity and innovation

Corporate culture and leadership

Ll

Supply chain management
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Quality management
Stakeholder management
Financial and incentive management

Marketing management

A S A

Decision-making structures

10. Strategic importance of the sector/enterprise

Strategic alignment with national goals

As the research also can be used as a predictive model to estimate whether or not a company will
fail, it is vital to decide whether or not a public sector should provide assistance to the

organisation.

In a marketplace increasingly competitive, and where national governments are defining
strategic sectors, nationalising companies, and selecting “winners” to which to put increasingly-
rare assistance; it is essential to be able to predict success and failure. This dissertation adds to
the body of knowledge in public management in that it gives a new tool to those public servants

making choices in providing government aid to companies.

This dissertation also adds to the body of knowledge for micro-economic market assistance and
sector selection from a public sector perspective. It will allow national governments to develop
strategic advantages and ensure that from a macro-economic perspective, nations can invest in

strategic sectors and develop a national advantage in highly focussed areas.
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1. INTRODUCTION

Public policy makers all over the world need to make strategic decisions on which sectors and
enterprises they will invest in, and to whom they will provide strategic advantages. The selection
of sectors is a relatively well-understood process in a public sector and can range from
specialisation through prior market dominance, or even a need to establish a socio-economy in a
particular sector. (Rondinelli, 2002), but the selection of individual enterprises is usually
something which falls from the selection of a sector and tends to follow a more “shotgun”
approach (Her Majesty’s press, 2000). The body of knowledge in public sector microeconomics
does not contain a particular set of tools to predict success or failure in an enterprise, and as a
consequence public sectors tend to invest and incent enterprises without full knowledge of how

the investments will pay off in the longer term.

In Canada, there is a large set of rules and policies in place to provide incentives to the

enterprises in a sector, seeking to secure public funds. They fall into two main areas:

a) enterprise-initiated; and,

b) Government-initiated.

In the former, the enterprises seeking incentives (tax credits, grants, etc.) must initiate the
seeking of incentives through a web of rules with Industry Canada, Revenue Canada, various

provincial and municipal grants and payments, etc.

In Industry Canada alone there are the following options offered to Canadian enterprises:

a) Grants, contributions and financial assistance
b) Loans and cash advances

c) Loan guarantees

d) Tax refunds and credits

e) Wage subsidies

f) Equity investments

14



In the latter case of government-initiated incentives, the governments of the day establishes
incentive programmes, and sometimes advertises their availability through outreach
programmes, or through specific programmes at universities, etc. There is a secondary industry
which grows-up around the enterprise-initiated programmes wherein companies specialising in
preparing grant and loan application forms will complete and submit applications on behalf of

the company on a contingency basis.

In both cases those companies wishing to access funding and grants will have to submit some
sort of application, or acknowledgement. When a company receives a government-initiated
incentive, even though they may not have specifically requested it, there is often paperwork to

fill out.

An example of a “simple” application form can be found in Annex C

In both events, it is apparent that public sectors, as shepherds of taxpayer’s remittances, need to

be better at selecting enterprises to incent.

This dissertation covers that gap in the body of knowledge by introducing a tool to be used

which itself can vary based on the sector being incented.

1.1 Research Scope

This is a broad proposition — to limit scope to a narrower and more focused dissertation, and to
ensure the usefulness to the body of knowledge, the scope is limited to the high-tech sector in

Canada, and from a public sector management & governance perspective only.

In the section on future research opportunities, and areas of concern for future researchers, I note
the potential to expand the scope of the developed tool to include other sectors, and to develop

additional dimensions to evaluate, which may indeed, vary by sector.

This dissertation will also be restricted to only 10 dimensions in evaluating success. The author
leaves it to future researchers to add new dimensions to the tool to be applied in failure-analysis;

and to analyse other sectors.

15



1.2 Proposition

The practice and knowledge base of public sector selection of enterprises for incentives will be
advanced by the design and application of an n-dimensional model; which seeks to align the
potential success and failure of the enterprise with the public policy decisions to incent that
enterprise or not. In our case (the Canadian high-technology sector) we have selected 10

dimensions to include in the model — other sectors may have more or less.

Given the limited and declining availability of funds to enterprises, the micro-economic
decision-making processes need to have advanced information available to bureaucrats in order

to focus a country’s resources to maintain and develop advantages over other countries.

1.3 Questions

This dissertation poses the following thematic questions:

1. Can a tool be developed to improve the prediction of failure (and success) of a firm in

the Canadian high-tech sector?

A tool needs to be able to assign simple numeric values to the defined dimensions to
be examined — these numeric values need to be based on significant qualitative
analysis. The analysis needs to be comprehensive enough so as to allow the operator
of the tool to conduct research on the company being analysed, and then be able to

input quantitative representations of the research in the dimensions.

2. Can this tool be flexible enough to encompass further dimensions as they are

postulated, researched and added?

If the tool is to be applied to other dimensions, and other market segments, can the
methodological approach of analysis, input, refinement, and output be extended to

other cases.

3. Ina Case Study, can the tool accurately predict the failure of a company?

16



The methodology and tool needs to be tested against a well understood case to

determine if the results of the test reflect reality.
4. Could the Canadian federal government apply such a tool and how?
Through a research of existing funding mechanisms in the Canadian federal public

service and interviews with senior executives, determine the likelihood of adoption

by the government, and the requirements to adopt it.

1.4 Objectives

The objectives of the research are to specifically advance the body of knowledge through the

following focused outputs:

1. Identifying the existing base of knowledge (both theoretical and practical) in the area

of enterprise failure-prediction through a literature review.

2. Identifying what constitutes failure in the context of public sector incentives to

enterprises in a particular strategic sector in Canada (the High-tech sector)

3. Develop a tool to place the enterprise in a specific context (its own maturity and the
marketplace’s maturity), and then to add in a number of additional dimensions to
refine the accuracy of predictions.

4. Apply the tool to a particular enterprise to test the capacity to predict failure.

5. Determine the potential to insert the tool into the Public sector framework in Canada.

17



1.5 Design of research

The dissertation project followed five phases:

Phase I: the Literature review

In the literature review phase, the researcher reviews and collates the existing state of the
theoretical and practical body of knowledge to determine the use or existence of tools for
incentive-based decisions, to determine the extent of the gaps in knowledge and tools, and to

determine if there is presently research in these areas in the academic community.

Phase I1: the Development of the Tool and Dimensions

In the development phase, the tool will be codified, developed, and the ten (10) selected
dimensions will be articulated and weighted on a Likert scale. Along with this an excel-based
spreadsheet will be created to capture and output a single reference page for use in determination

decisions. Each dimension will each have sub-components for analysis and rating.

Phase I1I: the application to a company

In the application phase, a Canadian high-tech company will be selected and the tool will be
applied. Where possible, interviews with ex-members of the company will be conducted to
validate observations and conclusions. The application phase requires that the researcher select a
high-tech company with a very well-known and understood set of problems, and a well-
researched body of knowledge available to test the tool. The selected company must have
benefitted from government programmes, and ideally must be publicly traded so financial and

other communications documents can be easily sourced.

Phase I'V: observations on the use in the Canadian Public Sector

In the observation phase, interviews will be conducted with senior civil servants in the Canadian
public sector to discuss the potential use of such a tool within the public service, and an appetite
to conduct further experiments. They will also be asked to comment on the decision making
processes and legislative requirements which could prove to be a barrier to adoption. The results

of these interviews and observations may be found after the tool exercising.
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Phase V — Documentation and Presentation
In the documentation phase the results of the previous phases will be gathered, collated and

presented in a dissertation format.

1.6 Research Methodology

During the development and application phases, the research will follow a standard academic

methodology:

Literature review — an overview of existing literature in key areas of research, and a search for

on-going work in the field of research around the world.

Gap analysis — a review of the literature found with an eye to determining where there are gaps
in knowledge, and ensuring that the research advances the body of knowledge in the areas of

missing knowledge.

Tool development — a development of a tool or set of tools to be used to map the dimensions of

the enterprise to be analysed, and to provide a simple report of the results of the analysis.

Case analysis — the analysis of a specific case. Taking an existing enterprise through the tool to

produce preliminary results.

Results analysis — analysing the results of the case study to determine if the tool and

methodology works, and where improvements could be made.
Refinement and consultation — refining the tool and methodology to fill the gaps in knowledge
and weaknesses of the tool and consulting with senior executives to determine their willingness

to adopt such a tool and what difficulties they would anticipate with such a tool.

Presentation of results — the documentation of the tool, case analysis and results in a formal

dissertation, and notes on how to apply the tool in other sectors.
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1.7 Tools to develop

There are a relatively small number of tools to be developed — specifically:

1. Excel spreadsheet to capture the weighted observations of the extra dimensions for
the enterprise being analysed; and,
2. Call letters to senior Civil Servants requesting an interview and permission to use the

interview notes in the dissertation

1.8 Data Input/output formats

The data to be input to the excel tool will be gathered using input sheets (see Annex). Once the
data is gathered through the input sheets it is input into the specific tabs in the excel tool, and a

single standardised score based on the Likert scale is output on the summary tab.

Relatively extensive analysis is necessary prior to input to ensure that the data entered is as
meaningful as possible. Potential sources of information are: interviews with enterprise
executives, review of annual reports, marketplace analysis, investment analysis, stakeholder

discussions and analysis.

The tool is a quantitative tool, and as such is only as good as the data provided.
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2. EXISTING LITERATURE REVIEWS

This chapter will review previous literature and research on enterprise success and its

relationship to particular market segments.

2.1 The notion of success

As mentioned earlier, “success” is defined in many ways in the high tech industry. It can range
from explosive growth, to merely making the firm attractive enough to be taken over by a larger

competitor.

In Canada, the measure of success is often the development of intellectual property and patenting
that property in a company, and then safeguarding those patents while a bidding war is

undertaken by larger competitors.

One Canadian high tech services firm interviewed for this thesis had as a core strategic outcome:
“increase the goodwill and intellectual property in the firm to a point where we can maximise the

return when we sell it to a larger firm”

Given all these various descriptions of success, the tool we develop in this thesis defines success
as continuing in business, i/e the standard accounting concept of a business being a “going

concern”

This 1s important as the tool is designed to be used by public policy executives in deciding on
whether or not to provide public funds to a company. It is not good optics to provide money to a
firm which then merely declares bankruptcy or becomes insolvent, shortly after receiving

taxpayers funds.
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2.2 Synopsis of research and literature reviews on success and qualitative

factors.

Many researchers recognise the importance of small business survivability, especially as an
incubator to a successful sector; and many studies have identified attributes of successful start-up

firms.

Allen and Hall in 2008 analysed and suggested innovation and managerial expertise were key
attributes to start up performance; while J.R. Brown suggested in 2005 that the start-up investors
were a key performance indicator. Still others studied finance and financial management

expertise as a component of survivability and success, (Robb, (2002)).

These studies examine venture and entrepreneurial characteristics and have found that access to
capital, the degree of novelty, location, and stability with key stakeholders have contributed to

the success and initial survivability of small businesses.

However, as firms progress and transition through the business life cycle other factors beyond
those that help a new venture become viable are needed to achieve continued success, growth,
and survival. While many studies have looked at reasons for venture failures, few have examined
the factors that are associated with long-term success; and fewer still have looked at a large scale

of qualitative factors.

Successful venture managers consistently analyze various types of data including qualitative and
quantitative information. Quantitative data are objective and consist of demographic and
financial information related to the profitability of the firm and various types of ratio analysis
such as return on assets, return on sales, leverage, profit margins, etc. As long as this information
is timely and captured accurately, making decisions based on quantitative information is useful

and routine. It is as regularly used by both private and public sector analysts.
Qualitative data, on the other hand, are subjective and more difficult to measure. They relate to

things such as management expertise, business location, product innovation, product

development, etc.
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Because qualitative data are difficult to assess, several models and templates have been
developed to assist business leaders in knowing what information should be captured and how it
should be evaluated. However, due to its subjective nature, it is often unclear how or what type

of qualitative information is related to success.

Furthermore, there is limited empirical research evaluating whether qualitative measures are
correlated with key success factors. Thus, an important and yet unanswered question is whether
qualitative information, when properly measured and analyzed, can be used to measure a firm’s

SUcCCcss.

A host of informative studies have identified factors that lead to venture success and failure

Some of these and their factors include:

e Bull and Willard (1993) — Elements of entrepreneurship as a key success factor,

e Choi and Stack (2005) — provision of key advisory services by stakeholders such as angel
investors, financial advisors, and internal advice,

e Colombatto and Melnik (2007) — the relationship between prior experience in start-ups
and the likely success of the venture,

e Covin and Slevin (1990) — the relationships between structure of the company and its
likely performance,

e Duchesneau and Gartner (1990) — an examination of the characteristics of the lead
entrepreneur, startup processes undertaken during the founding of the firm, and firm
behaviors after start-up, including management practices and strategic behaviors,
associated with new venture success and failure,

e (Gadenne (1998) — a review of basic management practices across industries to define
success factors,

e (Qartner, Starr, and Bhat (1998) — using case studies to define a set of critical success
factors across industries,

e Lechler (2001) — how social interactions can lead to success in a venture,

e Lumpkin and Dess (2001) — looking at elements of entrepreneurial attitudes including
autonomy, innovativeness, risk taking, proactiveness, and competitive aggressiveness as

factors in long term success,
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e Roure and Keeley (1990) — an attempt to define a set of predictors for high-tech success,

e Shepherd, Douglas, and Shanley, (2000) — how a risk mitigation strategy can lead to
longer term success,

e Timmons (1994) — examining basic success in new ventures, and;

e Vesper (1990) — who looked into strategies to ensure long term business viability.

These studies have taken several different approaches and focused on multiple measures of
success with the goal of identifying key factors that lead to success. While these studies have
been useful in identifying key factors among different dimensions, they have been narrow in
their focus. For example, the majority of the work related to venture and entrepreneurial firms
and their success factors can be classified into three main categories: Success factors associated

with 1) start-ups, 2) early stage ventures, and 3) established ventures.

The work of Allen and Hall (2008), Lechler (2001), Shepherd et al. (2000) and McGee,
Dowling, and Megginson (1995) identified success factors or attributes associated with start-ups

and new ventures.

The factors discussed attribute success to provision of effort, utilization of pre-existing
resources, social interactions, and mortality risk. Mortality risk seems to increase with the

degree, as well as the number, of novel dimensions.

Other success factors mentioned are well-developed strategies and location of start-up firms.
While these success factors are informative for new start-ups, these studies do not explore what
other factors should be considered as a firm transitions from a new start-up to an established firm

or whether qualitative measures are key to success.

The work of Lumpkin and Dess (2001) and Gartner et al. (1998) targets firms that are in the
early stage of development and attempts to determine what success factors are associated with

these types of firms.

Early stage firms are not new start-ups and are not considered to be established firms. They find
success factors associated with early stage firms require businesses to devote more time dealing

with vendors and analyzing potential entrants into markets and less time determining the identity
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of the business. Gadenne (1998) focuses on the industry specific success factors of these early

stage firms and concludes that success factors tend to vary depending on the industry.

For example, in the retail industry, success, as measured by profitability, is positively related to
low-priced products and high sales and negatively related to debt and other financing sources.
While the study of early stage ventures and their success is informative, the work done in this
area examines only quantitative factors and is context specific. The success factors discussed

may not affect a similar firm in the same stage of development with different qualitative factors.

A third area of research examines success factors associated with established firms. Duchesneau
and Gartner (1990) use surveys and self-reported information and find that established ventures
seek opportunities to reduce risk, spend more time on planning, and encourage collaborative
decision making at the strategic and operational levels. However, the characteristics identified by
Duchesneau and Gartner (1990) are more descriptive in nature and not related to any financial

measures of success or other quantitative measures of performance.

A study conducted by Brown (2005) compares the long-term success of venture backed firms to
non-venture backed firms following an IPO. The author observes that venture-backed firms
survive longer, grow faster, and have superior operating performance than non-venture backed
firms. However, this study does not highlight any qualitative factors that attribute to the venture-
backed firm’s long-term success and is in contrast to the findings of Brau, Brown, and
Osteryoung (2004) who find no significant difference in success factors for venture-backed and

non-venture backed firms.

2.3 Some thoughts on “failure”

The concept of success, can of course, be turned over to look at “failure” instead. Like success,
there is copious literature on the concept of a failed company or enterprise, and indeed, much has

been written on the subject of failed socio-economies.

Failure in socio-economies at a national scale can be seen as failure of what could be considered
a ‘strategic sector’ and we will return to that concept as we start to develop lines of enquiry

within our methodology.
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Firstly, companies: Dr. Clayton Christianson posits that creativity, innovation and good customer
services are all factors of success, and alternatively, can be, when performed poorly, factors of

failure. (Clayton Christianson, Harvard Business Press, 1997)

Mark Crowne at an IEEE conference in 2002 explored how execution in sales, marketing and
delivery are commonly recognized, but failures in product development are less obvious. His

paper explores the Critical product development issues that can lead to company failure.

Interestingly, we see that predicting success tends to be a more quantitative exercise (the
“numbers are good”, the ratios are favourable, et cetera), but predicting failure tends to be a
backward looking exercise once the company has failed, and it often cites both qualitative and
quantitative factors. Seldom do we mention or analyse predictive qualitative factors before a

failure.

Whole industries as well are subject to failure, and in the context of this dissertation, this is one
of the dimensions we must examine from a policy perspective. Governments often make

conscious decisions to support an industry, or regard it as a strategic investment by the citizens.

Why then, should a policy maker offer incentives, credits, monies or assistance to a failing

industry.

Conversely, of course, we want a policy maker to make investments in a thriving strategic sector

such as high technology, potash, mining, etc.

Fishing for example, has undergone a collapse in Canada and as an industry; the government has

decided not to incent the industry as much as it does other ones.

In fact, Pearse and Walters in an article in 1992 looked a failure factors for the entire fishing
industry. If we develop a set of dimensions for a failing industry we would want to examine

quotas, incentives, and the alignment with the country's strategic goals.

Let us now turn to an analysis of literature supporting the factors.
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2.4 Predicting success using quantitative methods
The use of quantitative methods in predicting the potential future course of an enterprise is a well
understood field of research in microeconomics, as well as studying financial indicators and

performance measurement.

Business schools spend a large amount of time teaching students how to measure the

performance and finances of a company (ratios, market indicators, performance metrics, etc.).

The use of quantitative research methods has also been well published in an academic context.

The analytical firms like Forrester, Gartner, McKinsey and others have expended a great deal of
effort in defining success from a numerical perspective, (see, for instance: Forrester’s Content
management playbook — 2014, Gartner’s execution model — 2013, and McKinsey Quarterly 2007

number 1)

The body of knowledge on success/failure prediction using quantitative methods is mature, and I

could find no significant gaps in knowledge in prediction models using these methods.

The gap I found was in using qualitative methods — the use of non-numerical methods to

analyse a company to predict success or failure.

A combination of both will likely provide a more complete picture, but this is left to future

researchers.

From a public sector context in Canada, civil servants use standard “business school”
methodologies and performance indicators to review the health of an enterprise seeking to
acquire funds: Returns on Investments, business plans, investment plans, personal guarantees,
banking and financial information, financial statements, etc. (See Annex for a sample application

for grant form).

These are all numerical or quantitative based metrics. The evaluator does not probe the non-

quantitative health of the organisation seeing government money.
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In fact, the evaluator usually takes no account of the qualitative aspects of the enterprise:

leadership, culture, marketing, supply chain management, quality regime, etc.

As a consequence, the government runs the risk of providing scarce public funds to an enterprise
which may fail, leading to a loss of taxpayers’ dollars and potential embarrassment to the

government.

The literature in academic journals on the use of qualitative research methods and results from
these methodological investigations in prediction of success and failure, understandably, are

almost non-existent since this is a very young field of research.

It is in the quantitative analysis arena where success and failure metrics are well researched,
documented and understood. I believe perhaps even over-researched. The body of knowledge in

quantitative analysis of companies is mature, and incremental changes are all that are possible.

The literature does not indicate why, when a company’s quantitative indicators are all positive,

the company still fails or if it does not fail the company declines significantly.

Due to the nature of the academic publication process, there may also be a time lag between the

time when the studies are written and the time when the studies are published

2.5 Public policy and marketplace success.

The topic of the research is the development of a model to more accurately predict the pending
troubles of an organisation, and test it against a case where we accurately know the outcome and

can see if the model and tool correspond with the known outcomes.

This is especially important in the public sector at a national level. A federal public sector almost
always transfers funds from taxpayers to the private sector. Often it is transferred to private
sector organisations through blanket transfers rather than targeted funding. As resources and
funds are ever more limited, from a public policy perspective, it is critical to ensure that funds
are transferred to those organisations which have a good chance of success and can make good

use of public-sector incentives to capitalise on the opportunity.
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The review of existing literature presents an interesting problem — do we define success and
failure, or do we look for scholarly research on predicting success and failure of enterprises in a
particular market segment? This review actually covers both because they are both critical to the

advancement of the body of knowledge in this dissertation.

When presented with the standard three styles of research:

1) The historical format, in which the review is organized chronologically;
2) The conceptual format, in which the review is built around research propositions or
theories; and

3) The methodological format, which is often used for meta-analyses.

It rapidly became apparent that the methodological format combined with a conceptual format
would be most appropriate. We will review importance of the research problem at the beginning
of the study (can we develop a model to predict with some degree of assurance the potential

failure of a company).

2.6 Defining Success

The high-tech sector is a mixture of common and uncommon factors defining failure and
success. Profit is of course the primary indicator of success in the private enterprise. There are a
number of other factors — enumerated here, but for the purpose of our model, we focus on those

elements which lead to sustained growth and profitability:

2.6.1 Profit

From a quantitative standpoint, advanced statistical analysis such as modelling and regression

analyses, is often used to predict market profitability (Lariviere & Van den Poel, 2005).

The concept of profitability in financial economics is also well-founded in mathematics (Fama

and French, 2006). In fact, as far back as 1968, scholars like Edward Altman were defining
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financial ratios and using discriminant theories to accurately predict financial bankruptcy in an

enterprise (Altman, 1968)

What are not well researched are the qualitative aspects of profitability: What are the

sociological and humanistic elements that lead to profitability?

In fact an extensive review of the literature both electronic as well as in research institutions
shows many articles on how to conduct qualitative research, and how to apply it in educational,
sociological and organisational behaviours, but nothing on how to tie strictly qualitative methods

to profitability.

Profitability is almost always the primary factor in defining an enterprises success — If the
enterprise shows year-over-year and/or quarter-by-quarter positive growth, and continues to have
sufficient reserves to pay off operating expenses, service debt, and re-invest into the company,

than the enterprise is said to be profitable, and is judged a success.

2.6.2 A growing customer base

This is a particularly quantitative metric, many articles and research papers have been written
outlining how a growth in customer base and type is a direct success factor in company success
(Feindt, Jeffcote, Chappel, 2002), and it is seen as essential in moving a company from a small

company profile to a more mature or growing one (Lewis & Churchill, 1983)

A growing customer base is also starting to be explored from a qualitative perspective: Wilson,
Daniel and McDonald are using qualitative research methods and analytical induction techniques

for five distinct business cases. (Wilson, Daniel and McDonald, 2002)

A growing customer base is a positive indicator that an enterprise is effectively reaching a
particular target market or audience, often the positive growth of the number of customers. It is
often a primary indicator of success. Without a vibrant customer base, your success will be
limited, at best. The long-term growth of your company is tied directly to your ability to not only
reach your customer base, but to expand it to accommodate your long-term goals. All of those

long hours spent on the research and development of a marketing strategy prove themselves here.
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2.6.3 Customer satisfaction

Customer satisfaction as a company success or failure factor is extremely well researched and
documented. There are a number of scholarly articles examining customer satisfaction as a
component of success or failure, although the majority of them focus on quantitative methods to

define them.

One qualitative examination from Finland reviews the success factor from a case study
perspective and outlines a chain from satisfaction to profitability and growth of the enterprise

(Heikkila, 2002).

Another seminal work is the Warkentin et al. (2002) model with four dimensions of trust.

From a quantitative perspective, customer satisfaction is commonly measured by disaggregating
it into two constituent parts: transactional satisfaction and overall satisfaction (Shanker et al.,

2003).

Transactional satisfaction refers to customer satisfaction which flows from individual

transactions; the quality of these may vary from one transaction to the other.

However, a series of previous uses that resulted in very positive transaction-specific satisfaction
could lead to overall satisfaction, which could potentially induce further adoption (Bloemer and

Kasper, 1995; Shanker et al., 2003).

So increased success demands consumers show higher levels of satisfaction with the product or
service provided by the enterprise, thus the chain is built: a higher level of customer satisfaction

will increase the rate of customer consumption, which will increase overall company health.

Customer satisfaction is an index showing that your enterprise can satisfy the requirements of the
customers. Understanding your customers and being able to satisfy their needs is an indication of
the strength of the enterprise. Customer satisfaction is a part of the standard definition of

enterprise success.
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2.6.4 Employee satisfaction

Employee satisfaction, like customer satisfaction is an inherently qualitative function of success.
Because of this fact, there are many scholarly references to both qualitative and quantitative

examinations of employee satisfaction, and its relation to continued growth of an enterprise.

Psychologists have examined the correlation as well between employee satisfaction and
performance for decades (Judge, Thoresen, et al 2001), but latterly, research is starting to apply
employee satisfaction and customer satisfaction as two indices affecting long-term financial

performance and success of an enterprise (Swaminathan, et al 2014)

Like customer satisfaction, employee satisfaction is another key performance indicator (KPI) of
an enterprise. Developing an environment and culture that rewards employees for their
innovation, efforts, creativity, attention to detail, etc., is a key component of workforce attraction
and retention. A well-understood and appreciated workforce, is usually a motivated workforce,

and can be depended on to maintain operational and quality levels, and in times of difficulty.

2.6.5 Owner satisfaction

Owner and personal satisfaction are elements of a satisfaction index which are not well

researched as they pertain to a company’s success in either the short or long term.

The final of the three most important indices of satisfaction is the owner (and often shareholders)
satisfaction. Satisfaction is difficult to measure except through regular meetings, surveys and

checkpoints, et cetera.

2.6.6 Personal

For entrepreneurs, great satisfaction comes from the process of creation -- starting with just an
idea and building something that lasts. There is pride of ownership from seeing your family

name on the company. Successfully facing challenges, and as a result finding skills and strengths

you didn’t think you had, are definitely aspects of personal success in business.
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2.6.7 Personal-Financial

This is intrinsically tied to company financial performance — the better the company performs,
the better the owner performs financially as well. The financial motivation is the best understood

factor in defining personal satisfaction in a market-driven economy.

This is a purely qualitative function of success, but it is closely tied with the quantitative

elements of defining profitability in a company.

As in company profitability, defining certain financial ratios accurately predicts financial
bankruptcy in an enterprise (Altman, 1968), but the opposite is also true. Financial ratios can
predict company profitability, and hence, personal financial increases for the

owner/entrepreneur.

Successful businesses earn a substantial return on investment for the shareholders who risked
their capital in the venture. The founders of the company, who are generally also shareholders,
are able to create wealth for their families and security for their future, as well as enjoy a more
affluent lifestyle. They measure success by being able to provide a better life for their children

than they had when they were young.

2.6.8 Social

In a less market driven economy, success can be measured by how much they accomplish in
improving a society. This is a success factor in many not-for-profits and public sector

enterprises.

This is a well-researched quantitative field of study, but is solidly founded on qualitative and
empirical research. Social benefits, like satisfaction indices are difficult to quantify: people

know when they are happy and satisfied, but defining a measurable statistic is difficult to do.
Attaching social benefits to a company’s success is a very new concept, some researchers and

authors are starting to investigate this as a component of success (Savitz, 2014) (Epstein &

Buhovac, 2014).
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Along with societal success, often the more “soft” factor of personal ethics becomes a success

factor and these are not well understood in a qualitative or quantitative perspective.

Some companies have specific social goals, such as improving the environment or providing
educational opportunities for children through the products and services they offer. Others have a
very high commitment to charitable giving and being good corporate citizens. Film star Paul
Newman’s company, Newman’s Own Inc., which manufactures and markets a variety of

consumer products, distributes all of its after tax profits to charitable causes.

2.6.9 Longevity

With the number of businesses that fail or start out strong only to stumble in the competitive
marketplace a few years later, another measure of business success is the ability to sustain
success in the turbulent, ever changing business world. Book publisher John Wiley & Sons
began in 1807 as a small New York City-based printing shop. Two hundred years later, in 2007,
the company’s revenues were more than $1 billion, according to the company's website. The
company has been able to successfully adapt to changes in readers’ taste but also to the

technological changes in the publishing industry -- for more than two centuries.

2.6.10 “Fattening up for Takeover”

Being taken-over can be a sign of great success, and is sometimes a key strategy of an enterprise
in the high tech sector in Canada. In fact, takeover is a measure of success in any market-driven
economy: it means there is intrinsic value in your enterprise, others recognise it, and they want to

acquire it (Jensen, 1984).
There is an interesting phenomenon in that quantitatively improving your company
(strengthening the numbers) -s something which is to be desired to increase the likelihood of

success- will also makes the enterprise a takeover target.

I am not speaking of the natural attack and acquisition of companies we see in the marketplace; |

am speaking of a targeted decision to make the company an attractive target.
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In speaking with a senior private sector executive during interviews for this dissertation, I was
informed of just such a case — a company of mid-size in Canada deliberately set out to make

itself a target for takeover by a larger player in the market.

This was done, and the company executives indicated to me that this was a definition of success

for them, although perhaps not for their employees.

Many companies are formed specifically to capitalise on a take-over, or indeed change their
long-term strategy to become a takeover target. This is a viable measure of success in many

cases — a takeover can often drive share prices higher than market indices would suggest.

2.7 Defining Marketplaces

The Bureau of Labor Statistics (BLS) developed a list of high-technology industries based on
Standard Industrial Classification (SIC) codes in 1999 (Heckler 1999). The list was based on
measures of industry employment in both R&D and technology-oriented occupations, using
Occupational Employment Statistics surveys from 1993 to 1995 in which employers were asked

to explicitly report the number of workers engaged in R&D activity.

The way the bureau of labour statistics and statistics Canada define the high-tech marketplace is
simple: If the company is R&D-intensive and is one in which the number of R&D workers and
technology-oriented occupations account for a proportion of employment that was at least twice
the average for all other industries surveyed — then the company is part of the high-technology
marketplace. Put another way - any technology requiring sophisticated scientific equipment,
innovation and creativity with tools and thinking, and advanced engineering techniques, can be
said to be high-technology. Examples are microelectronics manufacturing and development, data
processing services and goods, and telecommunications (networks, equipment, data

transmission, etc.)

Often this is seen as opposite to ‘low technology’ where tools, equipment and thinking have not

advanced significantly in the previous century.
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High-technology, as a marketplace, has come to be generally regarded as being dominated by
innovation, creative use of technology, rapid development of new goods, and companies which,

by and large, are established, and then rapidly grow in size.

2.8 Market and company evolution.

The concepts behind an evolving company and/or evolving marketplaces is very well researched

and defined from a qualitative perspective.

Besides the work completed by Professor Tamas Koplyay in North America, as well as the
directed research conducted by myself in the development of this dissertation, there are many

other examples of market evolution definitions.

As far back as 1989, Mary Lambkin and George Day defined pressures and responses to market

evolution and the evolutionary processes to be found in them (Lambkin & Day, 1989).

In fact, economic scholars reviewed the automotive industry as a marketplace to define an
econometric model by which non-monotonicity in the number of producers is explained using a
competitive model in which innovation opportunities induce firms to enter the marketplace, but
in which a firm's failure to implement new technology causes it to exit or leads to enterprise

failure. (Jovanovic & MacDonald, 1993)

In fact there are numerous scholarly articles and journals dedicated to the analysis and
mathematical modelling of a market's life-cycle going back beyond Schumpeter's seminal work
on market life cycles in 1912 where he codified the business cycle and revisited the Swiss school

of Economics. (Schumpeter, 1912/1934).

Therefore, I can make the assumption that market evolution is a well-understood field of

research, and few gaps in knowledge exist from both a qualitative and quantitative perspective.

Enterprise or company life-cycles are relatively new constructs, but some research is being
undertaken in an empirical or qualitative research mechanism (Koplyay, Lloyd, et al, 2012 &

2013).
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In fact research is being undertaken to specify differing company life cycles dependent on their
marketplace such as the retail marketplace (Findlay and Sparks, 2002), small and medium
enterprises as well as family-owned firms ( Le Breton-Miller & Miller, 2013), or even

independent of marketplace (Smith and Miner, 1983)

There is a slight gap in the body of knowledge in that no one has yet developed a solid model of

how the marketplace life-cycle and the business life-cycle interact.

I have decided to make a start at this in this dissertation by postulating a simple 3x3 grid where
the company can be seen to be evolving from start-up/inception through growth, to maturity; and
the marketplace can also be seen to be evolving from new/initial market, through maturing to a

final state: mature market.

There are therefore, no significant gaps in knowledge in the area of market definition and

company evolution.

2.9 Defining the Third Dimension of the model

The problem with a pair-bond model is that it merely allows the researcher to place the
organisation to be examined in a simple state of identification — one of nine choices, and based

on well-known and well-documented research; some adequate predictions can be made.

This does not advance the body of knowledge, and does not allow the public policy maker to
predict the failure or success of the enterprise — to do this we need to add in a third dimension of

information mining — the elements of the enterprises specific structure or architecture.
Although extensive research was conducted on which elements we should examine; I have

aggregated all the factors into a simple set of 10 ”dimensions” into which we will investigate the

various aspects of the dimension.
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The research selects these 10 easily researched and common elements of a company — for our
purposes, we restrict ourselves to the high tech industry, but many of these elements are found in

other industries, and in fact, there may be entirely new ones for differing industries:

o

Human Resource structures;
Creativity and innovation;

Corporate culture and leadership;
Supply chain management;

Quality management;

Stakeholder management;

Financial and incentive management;

Marketing management;

o ® Ny 0k wD

Decision making structures; and,

10. Strategic importance of the sector/enterprise.

Based on advanced research in Canada, these common structures can be seen within a lens of
appropriate (or not appropriate) for an enterprise in that marketplace and at that stage in its

evolution.

We would, of course, consider other dimensions for other industries, in the mining industry — for
instance we would want to look at the extent to which a mining company engages in core
sampling, or the extent of their mining territory and licenses, or soil qualities (VanDeventer,

Bloem &Hattingh, 2008).

Or in the fisheries industry for instance, we would want to add in dimensions concerning annual

quotas (Ludwigh, Hilborn & Walters, 1993).

In this dissertation I focus on the high tech industry; but as I stated above the model is not

predicated on one single industry segment and can easily be extended to other segments.
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3. THE RESEARCH CONTEXT

3.1 Approach to research

The approach to the research and analysis is that of a combination of qualitative and then
quantitative analysis. This is because although case analysis of a company usually includes a
quantitative analysis of the “numbers” (return on investments, profitability, earnings before

interest, taxes, depreciation and amortization, market capitalization, et cetera).

In the context of our new methodology and tool — these standard analytical tools do not provide
sufficient information to a public policy maker, who may not even have the business acumen to

interpret these types of data accurately.

A tool and methodology needs to be of sufficient rigour to provide accurate predictions, while at
the same time not require the user to apply advanced techniques of analysis to the enterprise in

the decision-making process.
To this end, a public policy decision maker will have to look at other factors in the company, and
in fact, in our proposed new methodology, we leave the advanced numbers analysis to other

decision-makers.

The methodological approach proposed is to gather sufficient qualitative data so as to be able to

make qualitative evaluations of the company’s “health”.

We can create a table to examine these factors to emphasise why I have chosen a qualitative

research method:
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mm Qualitative Quantitative

1 Philosophy Phenomenon, social Positivism, hard science
5 Goal Understanding / meaning Numerical prediction / testing
Event prediction hypothesis
3 Focus Quality Quantity (numbers)
4 Method Action research Experiment & correlation
Interview / observations . .
Questionnaire, scales, tests,
5 Data Documents . .
) inventories
Artifacts
6 Design Flexible Structured
7 Sample(s) Purposeful Large and random
8 Generalisation Unique cases Generalisation
9 Analysis Inductive Deductive
10 Researcher Immersed in research Detached from subject

Figure 3 - Qualitative Versus Quantitative selection table (Author’s construction from multiple sources)

3.2 Qualitative Multi-Case Study: Type of Qualitative Research

Qualitative research focuses on experiences and is a research method often used in case analysis;

as is the case in this new methodology.

Qualitative research is a method of inquiry employed in many different academic disciplines, but
is often seen in the social sciences, public policy management, and in business-based

microeconomics.

Qualitative researchers focus more on sociological and the “softer” science observations - human
behaviors, organisational behaviours, interpersonal interactions, corporate cultures, etc. They
also focus on the root causes of these factors, and how they are governed, and in the context of
this research — can be used to make accurate predictions on the potential for failure of structures

in the company being analysed, and potentially the entire enterprise itself.

Often qualitative analysis is combined with rudimentary qualitative analysis, and that is the case

in this research. Based on qualitative reviews, literature reviews and the creation of a weighted
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Likert scale, we can draw both qualitative and quantitative conclusions to allow for a more

accurate prediction model.

It has been noted (Barahona & Levy, 2002) that findings and results are more likely to be
accepted if they are quantified (i.e., numerically expressed). However, there is little scientific
evidence that these types of data are in fact, more reliable than qualitative data based on strong

observation and scientific methods.

In the period before qualitative research became more widely accepted these methods were in
common use in the so-called “soft sciences”. Quantitative researchers use these methods
primarily in the conducting of interviews, and observations of cultures. Sociologists in the early
20™ century stated “the intersection of social context and biography” that lies at “the root of

contemporary descriptions of qualitative research as holistic” (Bogdan and Biklen, 2007, p.9).

However, the term “qualitative research” can be defined in a number of general ways: Here are

some widely accepted definitions in use today in case study methodologies:

a) Denzin and Lincoln in 1994 defined qualitative research as a method which focuses on
interpretation of phenomena in their natural settings to make sense in terms of the
meanings people bring to these settings. Qualitative research involves collecting
information about personal experiences, introspection, life story, interviews,

observations, historical, interactions and visual text which are significant and meaningful.

b) Patton (2002) defined qualitative research as an attempt to understand the unique
interactions in a particular situation (italics mine). The purpose is to understand in depth
the characteristics of the situation and the meaning brought by participants and what is
happening to them at the moment. The aim of qualitative research is to truthfully present

findings to others who are interested in what you are doing.
¢) According to Pope and Mays (1995), qualitative researchers study things in their natural

settings in an effort to discover the meanings seen by those who are being researched (or

subjects) rather than that of the researcher.
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d) Qualitative research seeks to provide understanding of human experience, perceptions,
motivations, intentions, and behaviours based on description and observation and
utilizing a naturalistic interpretative approach to a subject and its contextual setting

(Encyclopedia.com 2009).

e) Qualitative research is a process of naturalistic inquiry that seeks in-depth understanding
of phenomena within their natural setting. It focuses on the "why" rather than the "what"
of social phenomena and relies on the direct experiences of human beings as meaning-

making agents in their everyday lives (University of Utah, College of Health, 2009).

In their seminal work Discovery of Grounded Theory: Strategies for Qualitative Research
(1967), Glaser and Strauss defined a research method which outlined how to analyse social

phenomena; and in 1978, Guba introduced the idea of naturalistic study.

The definitions above outline the complexity of the methods used.

I prefer the definition offered by Maanen:

An umbrella term covering an array of interpretive techniques which seek to describe,
decode, translate, and otherwise come to terms with the meaning, not the frequency, of
certain more or less naturally occurring phenomena in the social world. (Maanen, 1979,

p.520)

One of the key components of using quantitative research methods in the high-tech industry is
that we depend on the natural gregariousness of the high-tech entrepreneur, and the collaborative

nature of the high-tech industry in Canada.

Having been a high-tech entrepreneur, and discussing the dissertation with other executives in
the Canadian high-tech sector, I have learned to depend on the high-tech key employees sharing

their experiences through this natural expansiveness found in the entrepreneur.

Jack and Anderson (1999), at Aberdeen University, found that “visiting entrepreneurs” enjoyed

talking to students about their ventures; and government executives often interchange high-tech
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executives into the government in order to specifically capitalise on the executives’ capacity to
share experiences. I was myself; an executive brought into the government of Canada and was

therefore tasked with bringing my experiences into government.

The wide variety of material (articles, public documents, financial filings, books, magazines,
etc.) covering high-tech entrepreneurs in Canada and their easy accessibility makes this

particular sectors a target-rich environment for qualitative research methods.

This material forms the bulk of my research materiel in testing my tool and methodology; and is
based on qualitative research-based questionnaires and interviews with both high-tech executives

and public sector executives.

Entrepreneurship, as it has been described in literature, is about creativity, innovation, leading-

edge engineering, and market segment creation. (Aldrich and Martinez, 2001, McKenzie, 2007).

Due to the subjective nature of this research method, and the already well-understood and well-
defined use of qualitative methods in prediction of enterprises in the private sector (Feint,
Jeffcoate & Chappell, 2002) and (McKeown, 2010); in this dissertation I rely more on qualitative
research, which focuses on understanding how people interpret company cultures, how they
construct their worlds, how they interact in a positive, negative and destructive way with the

enterprise and the marketplace.

I have created a tool which takes the heretofore unexamined qualitative aspects of high-tech
enterprises, and puts them into a simple tool allowing the public decision-maker to quantify a
score. I evaluate and review available documentation on the enterprise to be studied, and answer

a number of qualitative questions on each of the 10 dimensions.

Using a neutral weighting factor, each of the answers to the questions are ranked from one to ten
in terms of how fully the tool user/ researcher feels the enterprise has adhered to the qualitative

aspects of that part of the dimension based on research.

For instance in the Leadership dimension, a question is asked about the degree to which the

leadership of the enterprise is charismatic — this is important in the early stage enterprises, but is
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far less important in a mature company in a mature marketplace where a more “professional

administrator” is essential to continued success and growth (Koplyay, Lloyd, & Sanchez, 2011).

In an early market high-tech enterprise, a charismatic leader will score far higher than a

professional administrator / CEO.

This numerical score will be entered into the tool for that particular question on that particular

dimension.

These 91 questions spread across the ten dimensions provides a deep qualitative look into the
mechanics of the company, and from these we can make a determination on probability of
success given the fact that the ten dimensions are essential to the success of a high-tech

enterprise in the Canadian marketplace.

Given the fact that these evaluations are based on publicly available, well-understood, and well-
documented materials it will be extremely difficult to “game” the tool and enter false

information to get a result the user wants.

If a company scores poorly (between 0-4) in the tool, it is a likely failure and the closer to 0 the
more likely it will fail quickly. If the enterprise scores 5 or 6, it is in a troubled posture and could
continue to grow, could fail, or could stagnate. If the enterprise scores higher than 6, it is a likely

candidate for continued success and growth.

The next table (figure 4) shows the details around the 91 questions used to guide the analyst in
conducting a qualitative analysis of the company being evaluated in the tool. These questions are

based on three years of analysis of companies and their posture in the marketplace

The weighting factors are all neutral in this tool in this iteration.

As more public policy makers use the tool, they will inevitably want to weight certain elements

of an industry higher or lower than another.
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For example, in the mining industry in Canada, the dimension on strategic importance
(dimension 10) is relatively unimportant when compared to a dimension focusing on mining

rights or core sampling.

Number | Dimension Questions on Qualitative analysis

1 Human Resource structures 1. Are the pay systems and processes appropriate
to the pair bond

2. Is the compensation function well defined
understood and well managed

3. Is the succession planning process defined,
documented and extant

4. Is the HR regime aligned with strategic
outcomes

5. Is the benefits package managed, and
appropriate to the pair-bond

6. Is the incentive plan appropriate to the pair-
bond

7. Is the organisational design supportive of the
pair-bond location

8. Are the recruiting strategies appropriate, clear,
effective and well documented

9. Are the retention strategies appropriate, clear,
effective and well documented

2 Creativity and innovation 10.  Is innovation managed appropriate to the
pair-bond

11.  Are employees rewarded for
creativity/innovation in an appropriate way

12.  Is innovation aligned with strategic
outcomes

13.  Is a well understood and appropriate
collaboration regime in place

14.  Is the innovation function spread out in
company

15.  Is the innovation management regime
appropriate to company position

16.  Is the innovation management regime
appropriate to the marketplace

17.  Is the product or service seen as
innovative by customers

18.  Does the market see the product or service
as leading
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3 Corporate culture and 19.  Is the corporate culture/leadership focused
leadership 20.  Is the corporate culture/leadership
inspirational
21.  Is the corporate culture/leadership directed
22.  Is the corporate culture/leadership
reflecting professional attitudes
23.  Does the corporate culture/leadership
initiate interaction with stakeholders
24.  Is their undiluted interests in company /
divided loyalties
25.  Does the corporate culture/leadership
display outward integrity
26.  Does the corporate culture/leadership
display clear communications
27. s there an appropriate and managed
conflict management regime in place
4 Supply chain management 28.  Is the supply chain managed
29. s the supply chain reflect preferential
contracts and are they reciprocated
30.  Is the supply chain tied to marketing
31.  Are the channel partners identified and
managed
32.  Is the supply chain software and
technology driven
33.  Are their examples of past history of
problems and how many
34.  Is the supply chain growing appropriate to
marketplace
35.  Is the supply chain growing appropriate to
company
36.  Are the supply chain competitors
competing for chain suppliers
5 Quality management 37.  Is the focus on quality control

38.  Are there quality programmes in place

39.  Is there employees participation

40.  Is there continuous improvement

41.  Is there alignment with customers

42.  Is there alignment with strategic outcomes

43.  Is the products / services being delivered
on time and on budget

44.  Is there a management commitment

45.  Are there education programmes in place

46.  Is the quality measured and reported

47.  Does the market sees product leading
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Stakeholder management

48. s the stakeholder definition both vertical
and horizontal

49.  Isthere a stakeholder management regime

50.  Is there employees participation

51.  Is there continuous improvement

52.  Isthere a clear set of communications
channels

53.  Is there alignment with strategic outcomes

54.  Is the customer as stakeholder philosophy
implemented

55.  Is there management commitment

56.  Is the information in channels managed
with marketing

Financial and incentive
management

57.  Is there a mismatch between employee
payoff and company benefits;

58.  Are there stock options with fixed
exercise price

59.  Is there economic value added (profit)
based compensation

60.  Is there meaningful compensation

61.  Is the stock options plan managed in
mature companies where options have no
future

62. s there alignment with strategic outcomes

63. Are there R&D based rejuvenation
targets in the mature company

64.  Are the Measures to enhance value chain
partner performance

65.  Are the stock options/purchase plans
inclusive of lower levels

66.  Is the long term pension plan viable and
appropriate

Marketing

67. s the marketing stakeholder definition
vertical and horizontal

68. s the marketing strategy clear, relevant
and appropriate to the pair-bond

69. Is the client management regime relevant
and appropriate to the pair-bond

70.  Is the market intelligence function relevant
and appropriate to the pair-bond

71.  Is the competitor intelligence function
relevant and appropriate to the pair-bond

72.  Is the marketing management aligned with
strategic outcomes

73.  Is the marketing Information in channels
managed with stakeholders strategies
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9 Decision-making 74.  Are there good product development
decisions

75.  Are there good marketing decisions

76.  Are there good financial decisions

77.  Are there good logistics decisions

78.  Are there good HR decisions

79.  Are there good production decisions

80.  Are the decisions communicated to
stakeholders

81.  Does the marketplace/investors have
confidence in decisions

82.  Are the decisions clearly connected to

strategy
10 Strategic importance of the 83.  Is the sector / company identifiable as
sector/enterprise Canadian

84.  Is the sector / company geography and
human resource factors appropriate

85.  Is the geography and governance
structures aligned to the sector

86.  Is the geography and infrastructure
appropriate to support by the government

87.  Is the market supported through
governmental mechanisms

88.  Is the geography and finance appropriate
to the strategic sector

89.  Is the culture and perception accurate to
the sector

90.  Is the potential negative messaging
managed and appropriate

Figure 4 - Table of questions to be asked in analysis (Author’s construction)

Case study is a significant qualitative strategy, along with critical narrative analysis,

phenomenology, ethnography, and grounded theory (Merriam, 2009).

However, case study differs from other research strategies in that it conducts an in-depth analysis

of a bounded system — in our case — an enterprise.
After Yin (2009), a case study is defined as the ideal strategy when how-or-why questions are
being proposed, and then the researcher / decision-maker has no control over events and is

separated from the enterprise.

In this dissertation, the tool and methodology meets Yin's criteria for case studies:
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a) The research question is of the how-and-why nature (“How do decision makers
develop enough qualitative knowledge of an enterprise to make a decision”, and

“Why do enterprises fail, and why do we provide funding to failing companies™).

b) The use of the tool and methodology has no control or influence over the enterprise.

c¢) The need for public policy-makers to make decisions to fund and offer grants to high-
tech enterprises and sectors exist all over the world in the public sectors of many

countries, and are highly relevant to present-day governance.

When data from several cases is collected and analyzed, it is referred to as collective-case, multi-

case, or multi-site studies. This tool is an ideal candidate to be used in a multi-case study.

As more enterprises are put through the methodology and tool, the tool will improve. It can
become a “self-correcting” system — in that as more information is developed and entered, the
tool itself can have more questions added, and the weighting factors can be more refined and

tailored to the particular market segment.

In such a self-referential study, a number of cases are studied to investigate a phenomenon,

population, or general condition (Stake, 1995). Stake explains:

In multi-case study research, the single case is of interest because it belongs to a
convincing particular collection of cases. The individual cases share a common
characteristic or condition. The cases in the collection are somehow categorically bound

together. They may be members of a group or examples of a phenomenon. (Stake, 2000,
p-3)

Although the particular details of a specific case may vary, my research, as a Qualitative, Tool-
based, Consistent, Market-specific study, will allow for the Government of Canada to build
abstractions across multiple enterprises and multiple markets (Merriam, 2009) and a general

explanation that can then be brought to fit the individual cases. (Yin, 2009)
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3.3 Case Selection and Data Collection

After proposing the research question, I selected the units of analysis (the bounded systems),
which in this study are the 10 individual dimensions of the enterprise to be reviewed. And within

those dimensions a further set of specific 1-10 answerable questions.

The case study research method does not follow specific data-collection methods in a qualitative-
like fashion, but more appropriate to our case, focuses on description and explanation (Merriam,

2009).

When choosing the test case, it was critical to select an enterprise which was not only well-
understood, but also had a large volume of easily available date, materiel, writings, and easily
accessed executives. The opportunity to develop a solid starting place to start to develop a body

of new knowledge is of critical importance (Stake, 1995).

It is a fact that researchers and academics need to start from a well-understood point to then
continue on to develop an ever-increasing body of knowledge, to start to test the hypothesis and
determine if conclusions or estimates can be extrapolated from the data.

As Yin stated, the process of replication is essential to allow the experiment to become a robust
source of data for researchers. (Yin, 2009, p.54). In our case — we need to start from a point in

time well enough understood to test the hypothesis, and to start the collection of empirical data.

For the purposes of this tool and methodology, multiple runs through the tool with multiple

companies are treatable as experiments as defined by Yin (Yin, 2009).

My test case was carefully selected so that it could be used to predict a result; and that result
could then be tested and examined against the known outcome.

To select the case (see below — section 3.6), I used the “purposeful sampling” method.

Patton (2002) states:
The logic and power of purposeful sampling lies in selecting information-rich cases for
study in depth,” which are cases “from which one can learn a great deal about issues of

central importance to the purpose of the inquiry” (p.230).
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3.4 Collecting Data and Statistics Canada

Statistics Canada is the authorised statistical gathering and dissemination arm of the Canadian
government. Their mandate is “Serving Canada with high-quality statistical information that

matters.”

Statistics Canada provides a wealth of source data to the decision maker in the public sector, and
to academic researchers. It allows the use of the tool to analyse and better understand the
positioning of the company being examined within the context of the marketplace, and within the

context of comparable enterprises.

This is of particular importance as it informs the scoring of the 91 answers to the questions in the

dimensions of the tool.

Statistics Canada produces statistics that help Canadians better understand their country—its
population, resources, economy, society and culture. They are principally known for conducting
a national census every five years; but they also conduct about 350 active surveys on virtually all
aspects of Canadian life; from market sectors, through labour-force utilisation, and even the state

of the Canadian economy. They provide data to that can be used by Canada to:

e analyze economic performance;

e develop fiscal, monetary, and foreign exchange policies;

e shape international tariffs and trade negotiations;

e develop policies and programs to assist small businesses;

e support policy development and evaluate government programs on economic and social
well-being;

e improve allocation of government program funding by determining their social and
economic effects;

e support the regulatory and legislative requirements of government;

e draw electoral boundaries;

e determine equalization payments and other federal-provincial fiscal transfers;

e adjust inflation-indexed contracts and entitlements;

e develop programs to promote domestic and international competitiveness;
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e support immigration policies and programs;

e support tourism strategies and programs;

e assess the cost-effectiveness of health care and education programs;
e monitor the justice system’s effectiveness and efficiency;

e select sites for schools and public transportation; and,

e develop programs such as day care and subsidized housing.

In Canada, providing statistics on the country is a federal responsibility.

As Canada's central statistical office, Statistics Canada is legislated to serve this function for the
whole of Canada and each of the provinces and territories as well — this is entrenched in the

Canadian constitution.

Objective statistical information is seen by Canadians as a component of our open and
democratic society. It provides a solid foundation of reports and data which is used by our
elected representatives, businesses, unions and non-profit organizations, as well as individual
Canadians to better understand the country. It also provides a foundation of our case

methodology.

Emerging issues prompt demands for new kinds of data. Maintaining the relevance of the
government’s program by meeting these information needs is one of Statistics Canada's primary

goals. This is why Statistics Canada relies on many advisory groups.

Statistics Canada provides valuable information to the public sector in the management and

monitoring of the efficacy of the transfers of funds, grants, etc. to Canadian companies.

3.5 Industry Canada

Industry Canada's mission is to foster a growing, competitive, knowledge-based Canadian

cconomy.

Industry Canada provides microeconomic information to decision makers, and oversees many of

the granting and transfers of funds to high-tech enterprises.
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The department works with Canadians throughout the economy, and in all parts of the country,
to improve conditions for investment, improve Canada's innovation performance, increase

Canada's share of global trade, and build an efficient and competitive marketplace.

Mandate
Industry Canada's mandate is to help make Canadian industry more productive and competitive

in the global economy, thus improving the economic and social well-being of Canadians.

The many and varied activities Industry Canada carries out to deliver on its mandate are
organized around three interdependent and mutually reinforcing strategic outcomes, each linked

to a separate key strategy.

Industry Canada fosters competitiveness by developing and administering economic
framework policies that promote competition and innovation; support investment and
entrepreneurial activity, and instill consumer, investor and business confidence. Science
and technology, knowledge, and innovation are effective drivers of a strong Canadian

economy

Industry Canada invests in science and technology to generate knowledge and equip
Canadians with the skills and training they need to compete and prosper in the global,
knowledge-based economy. These investments help ensure that discoveries and
breakthroughs take place here in Canada and that Canadians realize the social and

economic benefits.

Industry Canada encourages business innovation and productivity because businesses
generate jobs and wealth creation. Promoting economic development in communities

encourages the development of skills, ideas and opportunities across the country.

Industry Canada is the Government of Canada's centre of microeconomic policy expertise. The
Department's founding legislation, the Department of Industry Act, established the Ministry to

foster a growing, competitive and knowledge-based Canadian economy.
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Industry Canada is a department with many entities that have distinct mandates, with program
activities that are widely diverse and highly dependent on partnerships. Industry Canada works
on a broad range of matters related to industry and technology, trade and commerce, science,
consumer affairs, corporations and corporate securities, competition and restraint of trade,
weights and measures, bankruptcy and insolvency, intellectual property, investment, small

business, and tourism.

3.6 Selecting companies for failure

The process of selecting a company which has failed to use as a case study for the research,
development and refinement of the tool is a two-phased process requiring: firstly, a selection of
the company; and secondly, a scan of the available information on the company through

interviews, publicly-available documentation and other reference material.

Blackberry (Research in Motion (RIM)) was an obvious choice as the company has not yet

failed, but its decline has been startling and obvious:

BlackBerry (RIM) Smartphone shipments
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Figure 5 - Blackberry's Decline over time (Source: Toronto Stock Exchange)
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By the third quarter of 2013, Blackberry had lost so much market share that they shipped only
slightly more than they had in the third quarter of 2007.

In 6 years they went from the dominant smartphone player to a 2nd tier player. How did this
happen? Could it have been predicted? And most importantly was there a systematic and
intelligent approach to the assistance the Canadian government and Canadian taxpayers provided

to Research in Motion / Blackberry over the decade.

The other aspect of analysing BlackBerry is that there are many publicly available documents for
the company, and much analysis of the company’s internal structures is easily accessible. This

information is vital in preparing analysis using the tool.

The tool asks questions of the 10 dimensions under review for the company, but the responses
need to be well-informed and based on fact, as described above in the section on research
methodology and context.

Blackberry is selected as a test case due to the fact that there is a preponderance of information
available, they are well understood in the Canadian high tech sector, the Canadian government

has given them tax and granting funds and the executives were easily available for interviews.

3.7 Scoring System Logic

The high tech industry in Canada (reference here) has a number of failures most of which are
well documented quantitatively. There is less literature on why they fail qualitatively. Extensive

interviewing with executives in government and high tech executives has shown two things:

1) Government executives are extremely reluctant to go “on the record” as the decision
making process and the protection of the decisions is of high value to the government,

and is not released to the public.

2) High tech executives, although gregarious (Martin, 2011), are reluctant to talk about their
own qualitative failings, or about the failings of their colleagues in the industry. The
Canadian high tech industry is very much a cross-pollinated one and executives often

leaving organisations and go to new ones in the same area.
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A well-publicised “genealogy” shows this cross-pollination in Ottawa alone (Doyletech, 2002)
these firms all derive from Bell Northern, and many, if not all, of the executives worked
together, switched companies, hired each other, or in some way know each other. They are

understandably reluctant to discuss each other’s foibles.

Remember, this first iteration of the model does not contain weighting factors. All qualitative

analytical questions to be answered are answered on a simple scale of 1-10.

Let us look at a metric for an example:

For the HR dimension, there is a question as to whether or not the CEO/Senior manager is
involved in the business. The answer to the question is registered as a single number between 1
and 10, where 1 indicates that the CEO is not involved in the business at all, and 10 indicates the

CEO is dedicated to the running of the business with very little outside interests.

This metric can be derived through a number of ways:
1) Direct questioning of the executive
2) Questioning of the executive’s peers
3) Public knowledge of the executive’s actions

4) Investigation of the executive’s other activities through electronic means such as
LinkedIn, Facebook, professional associations, etc.

In fact, the more sources of information, the more reliable the individual metric.

As time passes, the executives and analysts using the tool may notice that a particular metric is
more or less important, and weighting factors can start to be introduced. In this initial run of the

tool, however, all weightings were removed to provide an isolated result.
Because we are working with a completely “flat” scale, where every element is equal in weight

to every other one, and wherein all dimensions are treated equally, the result will always be a

number from 1 to 10.
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In the absence of a standard quantitative analysis of the company being analysed (e.g. Quick
Ratios, Turnaround Ratio, Return on Equity, Debt to Equity, etc.) the tool will return a single

number.

Obviously a “10” would represent a company which would always succeed as it represents one
with 100 percent of the required metrics for success, and a “0” the exact opposite - one which

would always fail.

Given this simple scale, one would assume that at 5 (in the absence of external data), there is a

50/50 chance of success or failure.
In other words, a company with a ranking around 5 (£1.5) has a chance of survival, but unless

changes are made will likely linger at the same place. A company with 6.5 or greater will likely

thrive, and a company below 3.5 will likely fail.
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4, CONDUCT OF RESEARCH

4.1 Defining the methodology

The methodology to be defined to exercise the model and tool is a very straightforward one. It is
designed to prepare literature and responses to our questions in the dimensional analysis and the

model.

4.1.1 Selecting the company.

This step requires the researcher or policy analyst to determine which company within which
industry is to be analysed. Often for the policy analyst, this is determined by the senior
executives in the ministry or department; but sometimes this is left up to the discretion of the

analyst.

In the Canadian context, sometimes an entire industry will be analysed.

4.1.2 Selecting the pair-bond
The first step in our methodology is to determine into which pair-bond the company to be

examined is being

4.1.3 Gathering the research.
As in the case of RIM, in most cases there is a great deal of public literature available on the

company. Such documents as:

1. Interviews with executives (past and present)

Interviews with public policy makers

Reviews of Annual reports and quarterly filings in both the TSX and the NYSE
Annual meeting minutes

Teleconferences with CEO and COO

The Annual financial analyst teleconference

Meetings with clients of the company in the public sector

e A o

Meetings with other industry workers

If the company being analysed is well known, then there may be written literature it as well.
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Often strategic sector companies have books written about them, or case studies are available at

business schools.

4.1.4 Answering the questions.
For each of the 91 questions, an answer must be prepared. It requires both research as well as
knowledge of the company and the questions. During an interview with a junior level analyst, the

questions were found to be quite intuitive.

The analyst will need to qualitatively judge the response both on the research and on his/her

knowledge of the other companies in the industry being examined.

4.1.5 Entering the data
Into the tool, the analyst needs only to enter their qualitative judgement based on research in
each of the 91 areas. Each dimension and sub-question is to be evaluated on a simple Likert scale

of 1-10: one being an extremely negative answer, and 10 being a completely positive answer.

4.1.6 Changing the weightings
The tool is designed to allow the public policy analyst to change the weighting as the model
matures, and more information about a particular sector is available. In our initial run of the

methodology and model, we have specifically weighted at the neutral end of the scale.

4.1.7 Interpreting the results
The results of the analysis will appear on a summary slide at the beginning of the tool. The

resulting score from 1-10 can be interpreted as follows:
1-4: Likelihood of failure

5-6: Likelihood of stagnation
7-10: Likelihood of Growth and Sustainability
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4.2 Running the model with our selected case

In this dissertation, remember we have chosen to analyse RIM/Blackberry. It is an easily
identified organisation, and it is well enough known internationally to remain relevant to the
reader. It also has sufficient public documents outlining the company and the marketplace that
detailed research is not needed beyond public documents and some reference literature (see

Chapter 7 — References and end-notes)

In order to “run” the model, it is first necessary to identify the pair-bond into which we will place

the enterprise.

In order to do that, some rudimentary analysis of the market place and the company is necessary.
Easily found documentation on the marketplace can be used for that part of the pair-bond, and
public documents, newspapers, interviews, etc., can provide the information for the second part

of the pair-bond

4.2.1 Market placement

Market placement is the part of the pair-bond where we determine the maturity level of the
market. (There is much literature available on market research and analysis — many of which are

referenced in Chapter 7 — References and end-notes).

In the case of Blackberry — the market can be easily determined as a mature market. Although
the marketplace is still dynamic, and much innovation and refinement of products in the
“smartphone” market is still being made — the number of players is relatively small, the new
innovations are generally added onto existing platforms and, with few exceptions, the

innovations consist of’

e New interfaces;
e New processors and processing power;
e New interoperability; and,

e Addition of new third-party applications.
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In fact, since Blackberry first arrived in the smartphones marketplace, new innovations have

really been refinements and updates to these 4 criteria.

This is a hallmark of a mature marketplace. Companies need to provide the same base-levels of
functionality as their competitors, and must drive to cost competitiveness to maintain market
share. Supply chain management is predicated on knowing your upstream and downstream chain
and ensuring preferential pricing and, in the case of smartphones, upstream deals with vendors

and bundlers of your product.

4.2.2 Company Placement.

Blackberry is arguably the first real entrant into the smartphone marketplace, and certainly is one

of the best known.

There are many articles and references to the history of Blackberry as a company (see Chapter 7

— References and end-notes); but the salient facts are well known:

Blackberry was known as Research in Motion (RIM) when they started to develop pagers, smart
pagers and devices to the Mobitex wireless packet-switched data communications networks in
1988 in Waterloo, Ontario — a centre of High-tech spinoffs next to the University of Waterloo.
The products were sought after by first-responders and by on-call support staff in medical and
Information Technology communities, often used by military and police forces, firefighters and
ambulance. In 1996, RIM released one of the first keyboard-based devices — the RIM 900, and
the take-up by the customer base was startling — it provided users with two-way communications
using a familiar interface — and since that time, RIM has continuously produced devices with a

hard keyboard.

In the early 2000s RIM released pagers and new “Blackberry” devices with two-way texting,
calling and other advanced interface options. RIM also continued building their own proprietary
subscriber network allowing for secure point-to-point communications. This security feature, and
the newer built-in security features allowed RIM to capture a large segment of the government

and military industrial marketplace.
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In 2005, RIM achieved over four million subscribers, and Jim Balsillie and Mike Lazaridis were
named among Time magazine’s 100 most influential people, and by 2006, BlackBerry released
the a line of consumer-friendly Pearl devices, with the addition of a digital camera and
multimedia capabilities — thus becoming the first real large-scale smartphone. And even though
the iPhone was introduced and captured the attention of many consumers, the large organisation
and government marketplaces remained largely RIM-based. However, Blackberry’s touchscreen
and application add-ons have never approached the hype and take-up of the Apple product, and
by 2008, the Blackberry and the iPhone were in head-to-head competition with Nokia, Samsung,
HTC, and others relegated to the sidelines.

The Blackberry playbook (a tethered tablet requiring a Blackberry to function well) did not take
over the tablet market like the iPad did, and in 2010 RIM purchased a new UNIX-based
company with an eye to rebuilding the operating system from scratch. By 2012, the co-CEOs,
Balsillie and Lazaridis resigned in an attempt to bring on a professional administrator. Much
criticism of Balsillie’s pre-occupation with buying an NHL Hockey team, and Lazaridis’s pre-
occupation with the Perimeter Institute of Physics was made in public, and speculation exists that

the co-CEOs were absent in spirit for the previous 4 years.

The company released a later-than-anticipated operating system, and set of devices, but market
share, anticipation, and hype never seem to come to fruition, and the Blackberry is relegated to a

second-tier entry in the marketplace.

Given its early position as a market maker, and the longevity of the company itself, the company

can easily be placed into “mature company” segment

4.2.3 Baseline case pair-bond
Given the foregoing analysis and rationale our case study of Blackberry can be firmly placed into

the mature-mature pair-bond; and we can now proceed to the dimensional aspect of the model /

case study.
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4.3 Analysing the company

The ultimate goal of the research objectives was to answer the research questions. It is known
that data collecting methods can affect the quality, quantity, adequacy and relevance of the

research — therefore the overall quality of the research (Pawar, 2004).

Interestingly, data collection methods are used in both quantitative and qualitative approaches to
research. The methods selected are based on the chosen research approach and may include in-
depth interviews, group interviews, observations, survey research and case studies, which often
use interviews or questionnaires combined with documentary research. Data collection can also
incorporate secondary data such as organizational documentation. To be successful in any data
collection undertaken, the researcher must clearly understand the objectives of the data

collection.

Use of this tool requires both qualitative and quantitative approaches to research.
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5. CASE STUDY OF THE MODEL

Case studies can focus narrowly on very specific aspects of individual or organizational
behaviours, or alternatively have a very broad scope. The case study approach allows the
integration of many formal and informal elements through the data collection and analysis

process.

Case study is generally associated to a holistic approach to research, providing in- depth

understanding of the phenomenon under study.

Case study is an approach used to examine simple or complex phenomena through in-depth
study of units of analysis from individuals to large organizations using a variety of data-

gathering approaches that can make use of or contribute to theory.

Although, not obligatory (e.g., may just be descriptive), case studies can be intrinsic where they

are focused on the understanding of the particular case studied with no theoretical intention.

Instrumental case studies, on the other hand, are designed to provide insights into an issue or
refine a theoretical hypothesis. The case study is not the purpose; rather the purpose is to provide

an answer to a research question.

Cases are selected because they allow the advancement of a research interest. Collective case
studies are characterized by multiple-cases that can be comparative and/or contrasting. Multiple

instrumental case studies increase the validity and reliability of results.
5.1 Analysis and results

5.1.1 Dimensions

Once the enterprise to be analysed is placed on the pair-bond landscape, it is necessary to
“complicate” the model through the addition of dimensional factors which impact the company’s
likelihood of success. For instance — if research shows that a company in a mature marketplace
needs to have a particular approach to strategy-making and the company being analysed does not
exhibit this behaviour, and then one can posit that the likelihood of success in this area is below

50% on a simple Likert scale.
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Depending on the market type (high-tech in our case), the weight of this dimension may be

higher or lower as seen in the spreadsheet tool.

5.1.2 Dimension 1 - Human Resources (HR)
Research shows that HR is one of the more important aspects of a company. In our case study
(Blackberry in the high-tech marketplace) we can see that HR implies how human resources are

managed effectively to the company bottom-line.

HR in a new company tends to be quite anarchic - it is not a professionally run part of the
company, and usually takes a back seat to other aspects. For instance — hiring is done by word of
mouth, incentives, and force of personality of the players. In the case of Blackberry, this was the
case in the late 80s when the company was formed — the people hired were members of the
professional and academic circle of the founders — they were not specifically sought out and

recruited.

In the growing company, we see a shift from formless, rule-less and anarchic HR to a
“professionalising” part of the company. HR started to be plugged into the strategic plans,
recruiting plans are made, key resources are targeted, and key resources are starting to be

identified.

In a mature company — HR is a profession, and is plugged into the strategic outcomes of the
company. It follows rules, and succession plans and recruiting strategies are developed to

address HR shortcomings in the company.

On a scale of 1-10 — the more aspects of professionalism a company displays in a mature
company, the higher the score. If a new company displays these types of structures and rigidity,

it will score lower as new companies cannot support rigidity

In our case study, Blackberry had fairly strong HR processes in place in the early 2000s, and
with the exception of the two co-CEOs, the company exhibited a professional HR regime, one

which would be expected at a mature company-mature market pair-bond

The company scores a solid 8/10 in this area

65



Company: BackBerry - Sheet: Human Resources
Factors

Pay 8

Compensation 8

Succession Planning 7

Alignment with Strategic

Outcomes 7

Benefits 8

Incentive plans 8

Organisational Design 8

Recruiting strategies 7

Retention Strategies 7
Average: 7.555555556
Total Factors: 9
Non Weighted score 0.839506173

Weighting Factor 10

Final Score 8.395061728

Figure 6 - HR Tab from Tool (Author’s Construction)

5.1.3 Dimension 2 - Leadership and culture

Research shows that new companies need inspirational, quick and nimble leadership. Resources
need to be attracted; proselytising to stakeholders and early adopters takes precedence over
rigidity. Culture needs to be quick, focused on innovation, and a shared sense of corporate
culture. An “us against them” team atmosphere is exhibited in most new companies in the

Canadian high-tech marketplace.

As the company evolves, this rapid response, inspirational style of leadership slowly moves to a
more directed form of leadership, culminating in the mature company in a mature marketplace
where leadership consists of a professional administrator leading the company through measured

changes designed to maintain market share, maintain price, and quality leadership in the market.
On a scale of 1-10 — the more aspects of professional administration a company displays in a

mature company, the higher the score. If a new company displays these types of structures and

rigidity, it will score lower as new companies cannot support rigidity
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In our case study, Blackberry had a cowboy mentality (witness the senior executives drunk on a
plane, and forced to leave), and a very administratively-weak leadership. Leadership was shared
amongst two “co-CEOs” (itself a structure not well understood or successful), and these two
leaders, who were not in fact strong leaders, were not focused on business and were seen as

indulging their personal interests — Hockey and Physics.

The company scores 4/10 in this area

Company: BackBerry - Sheet: Leadership and Culture
Factors
Focused 5
Inspirational 6
Directed 6
Professional Attitudes 6
Regular Interaction with Stakeholders 6
Undiluted interests in company / Divided Loyalties 2
Outward Integrity 8
Clear Communcations 6
Conflict Management 6
Average: 5.666666667
Total Factors: 9
Non Weighted score 0.62962963
Weight 7
Final Score 4.407407407

Figure 7 - Leadership Tab from Tool (Author’s Construction)

5.1.4 Dimension 3 - Quality Control

Quality Control is a dimension which varies with both the market and the company. Its variance
is as one would expect — new companies and new markets in the high-tech sector are NOT
driven by quality. In fact, stakeholders in the markets and companies reward innovation and the
rush to adopt. The so-called “early-adopters™ are not interested in quality at all, and are often
satisfied to have the latest technology, and to learn how to adapt their own companies to respond

to new technology innovations.

For instance, in our case, Blackberry’s innovative use of the Mobitext marketplace, was often
accompanied by dropped messages, lack of coverage, difficulty in sourcing quality parts, etc.

however the Blackberry 900 was still widely and rapidly adopted.
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As companies mature, the buyers, stakeholders and shareholders demand much higher quality, as
upset customers, returned merchandise, higher than anticipated inventories, etc., all have an

impact directly on the company bottom line, profitability and success, no matter how these are
defined.

Mature companies and marketplaces both have high levels of quality control (think of the
movements to Six Sigma, Total Quality Management, ISO Certifications and other initiatives in
Quality Management). When a mature company in a mature marketplace rushes to implement
innovations and loses sight of quality — it is a sign that the company has lost focus on something
— the marketplace expectations, the consumer expectations, a disconnection between their
strategic goals and production, a shock to their supply chain (earthquakes, tsunamis, or nuclear
events — maybe all three), et cetera. No matter the cause, it is always a sign of a company in

distress.

Lack of quality is not a negative in a new company or market place, it is, however a large draw-

back and sends strong negative signals in a mature company and marketplace.

In our case — Blackberry rushed to purchase QNX, rushed the new operating system into market,
and rushed the Q10 and Z10 products. They ended up delaying the release of the product due to
quality issues. Although they did not release an inferior product, their own internal quality and

production cycles were out of alignment significantly.

The company scores a 5/10 in this area
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Company: BackBerry - Sheet: Quality Control

Factors

Focus on Quality Control
Quality Programmes in place
Employees partcipation
Continuous Improvement
Alignment with Customers
Alignment with strategic outcomes
Products on time

Management Commitment
Education programmes in place
Quality measured and reported
Market sees product leading

U N OO b U O O NN

Average: 5.727272727

Total Factors: 11

Non Weighted score 0.520661157
Weight 10

Final Score 5.20661157

Figure 8 - Quality Control Tab from Tool (Author’s Construction)

5.1.5 Dimension 4 - Creativity and Innovation

Creativity and innovation vary wildly as the marketplace and the enterprise changes. In a new
marketplace — innovation can come from anywhere and any stakeholder, but as a market
matures, there is far less exchange of innovation and ideas between companies and stakeholders

until at market maturity creativity in a company is zealously-guarded and protected.

Innovation assumes different characteristics and serves different purposes depending where it
occurs in the lifecycle (Koplyay et al, 2010). This is certainly true of high-tech companies. In the
early market, the aim of an enterprise is to capture the attention and loyalty of the young market
clientele, consisting of the innovators and early adopters; (who themselves are not necessarily

driven by quality).

The innovators in the early market and company seek technical sophistication and become the

de-facto beta test group of the market place and themselves provide innovation.
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The first market and enterprise is always focused on the product. There is usually a professional
affinity and often a professional association between vendor and client, both are equally adept at

understanding and handling technology and are motivated by it.

As the marketplaces and companies mature, the customers now seek quality and lower price as
the main selling points. Often, the service representatives and marketing team act as the
innovation generators. The innovation focus becomes one of receding product complexity and

increasing product functionality.

In a mature market — innovation demands change again — high demands in terms of ISO-style
quality and reliability is demanded and the manufacture of the product becomes more important
than its design or marketing. At this point, production assumes the lead role and innovation
changes both substance and magnitude. Innovation becomes a small, yet highly focused element
of the company — innovation focusses on working within the envelope of the product or service
which established the marketplace reputation. Research shows that successful firms create
micro-engines in their companies who innovate with freedom — they are run as small enterprises
within enterprises: Innovative leadership, tailored incentives, free-wheeling project management

styles, etc.

Research also shows that if a company in an established marketplace spreads innovation and
creativity throughout the company instead of concentrating it, the dilution of a “critical mass” of
creativity leads to less creativity overall — the enterprise can actually have more people
innovating, but produce less creative ideas than a smaller more focused group. Whereas both
product development and marketing were exploring bold moves in terms of taking risks with
either the product or choosing and developing the channels of distribution, production becomes
quite risk averse as big risks can cause major disruptions to the expensive installed base and the

manufacturing plant, whether it’s in-house or outsourced.
The next two figures summarize both the principal axes of innovation and its evolution along the

life-cycle along with the dominant profile of innovation at each stage. We should note that each

type of innovation is always present at every phase but that one is dominant and dictates terms to
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the others. Also, some of the functions may be present without an organizational functional unit

as such.
Dimensions of Innovation
The “egg shape”
* The dimensions of * product innovation
innovation (R&D)
* marketing innovation
Process/Product (channel building)

Innovation i X
* process innovation

(production & logistics )
* financial innovation

( funding of growth and
reinvesting surplus

Marketing capltal)

Financial -
Innovation

Innovation

Source: Koplyay and Goldsmith, 1998.

Figure 9 - The Innovation "egg"

Innovation Focus over the Lifecycle

* Financial innovation
— Decline

* Process innovation

— Maturity

Marketing innovati
— Growth

Product innovation
— Start up \

Source: Koplyay and Goldsmith, 1998

Figure 10 - Changing Innovation over market changes

In the case of Blackberry — they were an extremely innovative organisation in the early market

and as the company grew — in fact their use of the Mobitext paging system to send and receive
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text messages was innovative, but adding in the Blackberry keyboard to allow for simple two

ways messaging in the 1980s and early 1990s was extremely innovative.

By the year 2006 when iPhones were introduced, the company was reduced to innovating within
production processes, and adding in refinements to the existing product base. They had a bit of a

“me too” innovation focus — e.g., touch screens, app stores, etc.

Although the organisation had lost market and competitor intelligence, it can be acknowledged
that the innovation part of the company was still present — when presented with an idea or
concept that the customers wanted, the innovation team did figure out new creative ways to
deliver it.

The innovation function was diluted throughout the enterprise though, which reduced their

innovative “index” somewhat.

None the less — Blackberry scored reasonably well in this area — scoring close to a solid 8

Company: BackBerry - Sheet: Creativity / Innovation
Factors

Managed 7

Employees rewarded 6

Alignment with strategic outcomes 6

Collaboration regime in place 7

Innovation Spread out in company 6

Appropriate to company position 7

Appropriate to marketplace 8

Seen as innovative by customers 8

Market sees product as leading 8
Average: 7
Total Factors: 9
Non Weighted score 0.777777778

Weight 10

Final Score 7.777777778

Figure 11 - Creation and Innovation Tab from Tool (Author’s Construction)
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5.1.6 Dimension 5 - Supply chain management
Supply Chains, like other dimensions, vary widely across the development of marketplaces and

companies.

In an early marketplace, supply chains are often very dynamic creations — the supply chain is
flexible and allows for rapid changes in component sources as quality rises and falls. Often the

supply chain is seen as a competitor, and supplies other entrants into the marketplace.

As markets mature, the market forces drive suppliers into set chains — for example in a mid-
mature market, there is generally a smaller set of suppliers and value chain partners, and they

resist supplying to only one firm.

Sometimes secondary markets are set up for the suppliers (an example would be the secondary
market in Swiss watch movements — which is comprised of ETA Inc.-manufactured movements,
in-house movements, in-house movements which are salable, Japanese automatic movements,

etc.)

In a mature marketplace, supply chains are smaller and usually partnered with single or small

numbers of companies.

Enterprises likewise start out with dynamic supply chains, managed loosely, and with little

regard to formalised methodologies of management and prediction.

As companies mature their supply chains mature as well — higher quality is sought, stronger
relationships are developed in the chain, and channel partnership concepts and other elements of

rigidity creep in to the management and the landscape.
By the time a company is mature, the supply chain is very rigid with set expectations, quality

metrics, managed channel partners, preferential contracting and supplying, etc., The chain is

closely tied with production management and marketing management.
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Blackberry is a solid supply chain manager — they have not had problems sourcing components —
their problems lie in the fact that what they purchase, integrate and sell is not wanted by

consumers.

Blackberry scores a solid 7 in this area

Company: BackBerry - Sheet: Supply Chain
Factors
Managed 8
preferntial contracts 7
Tied to marketing 6
channel partners identified and managed 6
software and technology driven 7
No past history of problems 6
Growing appropriate to marketplace 7
Growing appropriate to company 7
Competitors competing for chain suppliers 7
Average: 6.778
Total Factors: 9
Non Weighted score 0.753
Weight 10
Final Score 7.531

Figure 12 - Supply Chain tab from Tool (Author’s Construction)

5.1.7 Dimension 6 - Stakeholder management

Stakeholder management is a dimension which varies with the marketplace and company
maturity. Research shows that the focus of primary and secondary stakeholders vary with the
development and evolution of a company. What is critical at all stages is to manage the
stakeholders effectively, to have a good idea as to who they are, and their expectations, and

lastly, to ensure that reaching out to stakeholders is done in an effective and systematic way.
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Early Stage
Hi-Tech Firms Stakeholder Map

Supplier /

Manufacturer Key
\ CEO / Entrepreneur / Customers

Early Distribution
Channel Partners » /

Employees Angel Investor Venture

¢ Capitalist|
Complementary /
Competitors

Providers of G

Growth Capital (Subsidies)

T gy Enthusiast
Visionary Customers

Figure 13 - Stakeholder landscape in early stages (Author’s Construction)

As can be seen from figure 12 — the stakeholders in an early market stage or an early company
stage are all inward facing, and the internal stakeholders in a company are inward facing as well
— a triad of CEO/visionary, investor(s) and employees rules the landscape. Companies in this
landscape need to ensure their stakeholder management regimes are congruent with this posture.
In an early marketplace and young company — the stakeholders often have low success-
expectations — they are angel investors, the charismatic leadership of the company, the early-
adopter consumers, the non-rigid supply chain producers, etc. Often angel investors and
bootstrappers are not unhappy to see failure in a company — they have spread their risk to many
opportunities and their return on investment is dependent on multiple companies and multiple
chances to succeed.

Figure 13 shows a different picture — the company/market is now maturing and the dynamic of

stakeholder management is more balanced between inward and outward.

Mid Stage
Hi-Tech Firms Stakeholder Map

Early

Suppliers .
— | oo Owners — ot
Executives
Channel

Partners Employees Venture Capitalists | g Competitors

(Standards Setting)

Providers of Government
Growth Capital (Regulations, R&D,
Constraints, etc.)

Figure 14 - Stakeholder landscape for a maturing company / market (Author’s Construction)
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We see that the stakeholders are starting to include secondary and channel partners, and the

marketplace also starts to see other competitors who act in the marketplace.

As a company expands and grows, and as a marketplace grows two things happen: The
Company’s stakeholders change focus into more rigidly defined expectations; and, the
marketplace also changes focus from quick innovation, to an expectation of more rigid structures
as well. As marketplaces mature, the market stakeholders start to define their expectations and
outputs much more rigidly, and an atmosphere of punishment starts to creep in — if a company

does not perform, the stakeholders in the marketplace will move to another company.

Finally in a mature marketplace and/or a mature company, the landscape of stakeholders is

extremely complicated.

The next figure illustrates this complication — in a mature environment stakeholder management
needs to be institutionalised. A company needs to know what its competitors and channel
partners are doing at all times — often price discrimination the only tool is left beyond customer

loyalty and infrastructure investment to keep an enterprise viable.

By the time the company and market is mature — this situation is reversed again — the
stakeholders no longer punish enterprises as they have made longer-term investment in the
companies, the supply chains are locked in, and the stakeholder management regimes have been
tailored to the needs of the stakeholders. Interestingly, we often see that switching companies or
moving to a competitor in a mature marketplace merely exchanges one regime for another and
little else changes as market stakeholders tend to be quite homogenous. This is quite dangerous
however when you are a market leader and one of the competitors has a product which

differentiates greatly — through cost, innovation, etc.
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Late Stage
Hi-Tech Firms Stakeholder Map

Upstream Trade

Supphers\ / Associations
/ General Public

Executive

Employees\ Owners /

Board of Directors

Value Driven
Transportation Partners \

Retirees

Direct
Suppliers

/] N\

Onshore / Offshore Providers of Expertise
Governm,ents Suppliers of Capital & (Consultants / educators)
Trade Credits

Direct ¢ Downstream
Channel Parners

Interest »
Channel Partners

Groups

Figure 15 - Mature stakeholder landscape (Author’s Construction)

In our case, Blackberry completely lost sight of one of their primary set of market stakeholders —
competitors. Their stakeholder management team did not put into place a regime designed to
manage this stakeholder, and they lost sight of competitor analysis — while they focussed only on
iPhone and Apple, the second-wave smartphone developers (Samsung, HTC and LG, and
Google itself with the Nexus phone) snuck in with a new operating system, new applications,
and higher quality phones. The stakeholder regime also lost sight of the investor’s needs, and did

not manage the expectations of the investment and debt community.

BlackBerry was left flat-footed due to a lack of management of stakeholders.

The company scores a 4/10 in this area
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Company: BackBerry - Sheet: Stakeholders
Factors
Stakeholder definition Vertical and Horizontal 7
Stakeholder management regime 6
Employees partcipation 6
Continuous Improvement 6
Communications channels 4
Alignment with strategic outcomes 5
Customer as stakeholder philosophy implemented 4
Management Commitment 5
Information In Channels managed with marketing 5
Average: 5.333333333
Total Factors: 9
Non Weighted score 0.592592593
Weight 7

Final Score 4.148148148

Figure 16 - Stakeholder Tab from Tool (Author’s Construction)

5.1.8 Dimension 7 - Financial and incentive management

Financial and incentive management changes as company and market changes as well. In fact —
very often, employees will defer their incentive payments or re-invest them into the company

only so they can see the company in which they have invested emotionally grow faster.

In an immature company — financial management is loosely managed — often by the visionary
who set the company up, and often with family or saved money and co-investors. Sometimes an
angel investor or bootstrapper will get involved at this stage of growth as well. From a market
perspective — financing is often very difficult to find in a new and emerging market. Incentives in
a new marketplace are often deferred, and may be only paper-based —i.e. they will only pay-off

if the company succeeds.

In the mature marketplace, studies show that the effects of incentives are mixed and complicated
(Camerer, Hogarth, 1999). The design and implementation of total compensation is a difficult art
under the best of circumstances because many of the negative consequences of both base-

compensation (pay) and variable-compensation (bonus) are poorly documented or understood.
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Yet both types of compensation play a key role in defining the all-important fixed costs/variable

costs ratio which determines the strategic flexibility of the firm.

In some organizations, such as government, the compensation component may represent more
than 80% of the operating budget. And amazingly 80% of the planning time is devoted to the
variable costs when in fact a much better return could be achieved from re-examining the fixed

cost management through proper design of compensation.

Of course compensation is a people-sport (Martin, 2011) and it can be seriously gamed by both
the employees and the employer, but in the long run it remains the cornerstone of internal peace

and cooperation between management and labor.

In our case of Blackberry — their pay and incentive schemes were poorly designed. They
continued to reward the early investors, and key employees were in a sense, shut out of the
money. Blackberry forgot to map the general characteristics of the requirements for the different
incentive schemes depending upon where the firm was in its market evolution. They did not
relate the strategic design factors of their incentive schemes to the type of employee, and the

specific incentives were not tailored to improve the company’s strategic position.

For an innovation-based company, they also made a cardinal mistake — they forgot the team

components of compensation and forgot to adequately compensate innovation.

They scored a 5/10 in this category:
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Company: BackBerry - Sheet: Incentives
Factors
Mismatch between employee payoff and company benefits; 7
Stock options with fixed exercise price 5
Economic value added [profit] based compensation 5
Meaningful compensation 5
Stock options in mature companies where options have no futu 5
Alignment with strategic outcomes 5
R&D based rejuvenation targets in the mature company 5
Measures to enhance value chain partner performance 5
stock options/purchase plans where the lower level 5
Long term pension plan 6
Average: 51111111
Total Factors: 10
Non Weighted score 0.5111111
Weight 10
Final Score 5.1111111

Figure 17 — Incentives Tab from Tool (Author’s Construction)

5.1.9 Dimension 8 - Marketing Management

Marketing management is closely tied to stakeholder management, as the external stakeholders

are often contacted primarily through the marketing and market intelligence team.
Marketing’s role and spheres of influence vary with market maturity and company maturity.

Marketing is also closely coupled with strategy-making in the organisation, as can be seen from

the figure below:
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Product Life Cycle and Marketing/Strategy

Effectiveness
(externalfocus)
Market position

Efficiency
(internalfocus)
Operations

Product Market Development Market Maintenance and defence
Differentiation ‘
Market Pull Market Push Market Checkmate Market Expansion
Product Focus Cost Leadership
development (customers, (customers, competitors,
(customers) competitors) suppliers)

Portfolios efficiency
Strategies/Marketing

Flexible Locked in
Product emphasis Product/service emphasis Production/service emphasis
Product based Product/ Production based Production based

Distribution Channel Based

Source: Goldsmith, D., and Koplyay, T., 1988
Figure 18 - Evolving Marketing strategies

Marketing in a new company is extremely simple — often it is word of mouth, internet
advertising — and once the “buzz” is created, a flock of early-adopter consumers rush the
company. In the new marketplace, often there are no rules of marketing as strategies need to

evolve as the company and products evolve (See Figure 17 above).

As the company starts to mature, a marketing strategy becomes important, not only as an arm to
sell the products, but also as a part of the market intelligence function of the company (i.e., a
maturing marketplace and company need to know what consumers want, and what the

competition is doing).

Often in the high-tech industry, once a company and marketplace are mature, the marketing
effort is primarily dedicated to intelligence. The consumers are set, and price is the only real
discriminator in the marketplace. The marketplace is solidified. It is at this point that the
marketing function of the mature organisation becomes heavily interconnected with the other

elements of the organisation — strategy, quality, finance, etc.

As the company matures, the focus shifts from product innovation, through marketing innovation

to financial innovation as seen below:
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Innovation Focus over the Lifecycle

¢ Financial innovation

— Decline
* Process innovation

— Maturity
* Marketing innovati
— Growth
* Productinn

vation
— Start up \

Source: Goldsmith, D., and Koplyay, T., 1988

Figure 19 - Evolution of Innovation and marketing

In the early phases of a firm’s growth, we see that marketing and strategy have a mutual and
interdependent relationship where each provides key input to the other’s function. The
relationship changes as markets and companies mature until the functions are distinct, and

loosely coupled at maturity.

In our case of Blackberry — they were definitely in a mature marketplace and were a mature
company — they had a product that consumers wanted and prior to 2006 they were, in essence the

market-makers.

As noted above, however, at maturity, the marketing function is primarily that of market
intelligence, market management, and competitor intelligence. Innovations in marketing
techniques are not necessary — the consumers wanted the Blackberry product.

Blackberry should have known that Samsung, HTC and Apple were innovating, and they should
have known what was being introduced to the marketplace. Consumers were clearly demanding
a higher level of interaction with the smartphone, and this was not brought back to the company

headquarters and product development.

There was a clear failure of marketing management and intelligence, and as a consequence,

Blackberry was caught flat footed.
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They scored a 5 on this dimension:

Company: BackBerry - Sheet: Marketing

Factors

Stakeholder definition Vertical and Horizontal
Marketing Strategy Clear

Client management regime

market intelligence function

Competitor intelligence function

Alignment with strategic outcomes

Information In Channels managed with marketing

u s OO O N

Average: 5.571

Total Factors: 7

Non Weighted score 0.796
Weight 7

Final Score 5.571

Figure 20 - Marketing Tab from tool (Author’s Construction)

5.1.10 Dimension 9 - Decision Making Structures

The market lifecycle plays an important role in defining the type and frequency of decisions that
must be made. An immature firm accepts that only some of its decisions will create significant
payoffs, hence it follows a constant focusing and refocusing of information search modes within
the market to find the big payoff. The failure risks with any given decision are relatively small.
It is the portfolio of decision-making that has a high expected value. Once the firm graduates to
corporate status, time is needed to make the right decision. Only a few strategic options may be
available and any given option has high implementation costs. The risk of failure leads to

significant write-offs of corporate assets.

Decision-making changed in the type of decision as well as the timing required for decisions

over the evolution of the market and enterprise.

As we see in the following figure, the nature of decisions shifts at certain pre-determinable

points:
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Early Market Stakeholders Late Market

-Maost decisions makers inside company -Mast stakeholders outside company
-Few decision makers -Many decision makers

-Higher frequency of decisions -Slow decision pro

-High risk tolerance ncy of decisions

-Low information intensity and content <Low risk tolerance

-Immediate payoffs -High information intensity and content
-Low information reliability -Delayed payoffs

-No standard decision ing procedures -Higher information reliability
-Customer / product focus -Well established standards of analysis
-Parzllel / overapping decisions -Production / competitor focus

-Sequential decisions

Figure 21 - Evolving types of Decisions (Koplyay, et al)

In summary, decision-making changes from the frequent and quick but approximate decisions in
early cycle firms, to a deliberate, exact decision in the later stages of maturity. Confidence levels
in decision-making reliability grow as the firm matures and uses more sophisticated and tested
frameworks and more comprehensive databases. As information silos develop along with the
emergence of functional groups, much of the internal decision-making becomes an overhead of

reconciling various points of view and the often-conflicting needs of these groups.

In general, risks associated with wrong decisions grow during market development and the focus

of critical decisions shifts from the environment to the internal workings of the firm.

The more vertically integrated a firm is through its acquisitions or tight value chain relationships,
the longer it takes to make corporate decisions. A value chain based conglomerate is ill-suited to
cope with the dynamics of a rejuvenating market, although it is perfectly adapted to mature

market conditions.
In the case of Blackberry they generally made good decisions until the trend of bad decision-

making in the late 2000s. In fact, they really only fell down in the area of production decisions

and marketing decisions.
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As a consequence, Blackberry scored a 6.2 in this area.

Company: BackBerry - Sheet: Decision Making

Factors

Good Product Development Decisions

Good Marketing Decisions

Good Financial Decisions

Good Logistics Decisions

Good HR Decisions

Good Production Decisions

Decisions are communicated to stakeholders
Marketplace has confidence in decisions
Decisions are clearly connected to strategy

Ao Ddh NP~

Average: 5.667

Total Factors: 9

Non Weighted score 0.63
Weight 10

Final Score 6.296

Figure 22 - Decision making tab from Tool (Author’s Construction)

5.1.11 Dimension 10 - Strategic Importance of the sector/enterprise

The strategic importance of a sector or an enterprise is a component of the “nationality” of a
company, how much the public sector supports it and the degree to which the country sees it as a

sector or company of strategic importance.

An example of this is MacDonald-Dettweiler — a Canadian high-tech company and designer and
operator of the Radarsat constellation. The Canadian government had provided tax breaks to the
company over the years as well as contracts and other preferential treatment. When the company
was offered up for sale to an American firm, the Canadian government stepped in and blocked
the sale; stating that the company was of strategic importance to Canada. Another example is the
Canadian government blocking the sale of Potash Corporation to an Australian firm. This time

the government saw the sector as a sector of strategic importance.

Public sectors have vested interests in companies and in sectors. Often they form part of a

government’s stated goals — to create or reinforce a particular part of an economy.
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Enterprises in the early stage usually do not draw a government’s direct interest. Usually they all
receive largess in the form of tax advantages, research and development credits, and other

programmes offering grants to companies in a particular sector.

To measure this dimension, it is important to understand stated goals and strategies of the
government or public sector. These can usually be found in the central web sites of the
governments being examined. For instance in Canada, the stated strategic goals of the

government can all be found in the Prime Minister’s website (http://www.pm.gc.ca).

This however, only lays out the broad strategic goals of the government, to provide the level of
detail necessary to analyse this dimension, it is important to look further. Researchers must
examine the tax credit, granting and funding establishment of the public sector being analysed to
see if there are broader strategic directions in place — for instance in Canada, an examination of
the tax credit system will reveal a strategic goal of the government of the day: to provide funding
through the vehicle of tax credits to companies engaging in scientific research and development.
Hence — the research and development sector can been seen to be a strategic sector of the country

(http://www.cra-arc.gc.ca/txcrdt/sred-rsde/menu-eng.html).

Mature companies engage in strategic partnerships with government — in fact, research shows
that the more mature the company, the higher the level of interaction - through contracts, co-

funding arrangements, exchanges of personnel, foreign investment tours, etc.

In the case of Blackberry — they are a very mature company in a strategic sector in Canada — the
high-tech sector. As a consequence they have been heavily invested in by Canadian taxpayers,

and are seen as a “Canadian” brand by virtue of a number of identifiable factors:

e Geography and Human Resource Factors (e.g., where the workforce is, where the key
personnel live, etc.)

e Geography and Governance (e.g., where the headquarters are, company independence,
etc.)

e Geography and Infrastructure (e.g., where the suppliers and research and development
players are, etc.)

e Market (e.g., where market growth is, where dominance exists, etc.)
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e Geography and Finance (e.g., nationality of creditors, government-funding, incorporation

location, etc. )

e Culture and Perception (e.g., nationality of board members, identifiable culture, etc.)

By all of these factors, Blackberry can be seen as a member of a strategic sector in Canada, and

is recognised as a “Canadian” success story. It can be anticipated that the government of the day

will take an interest in the success or failure of the company, and in the messaging that a failure

will send to the world.

The company scores a solid 7 in this area.

Factors

Company: BackBerry - Sheet: Strategic Sector

Identifiable as canadian

Geography and Human Resource Factors
Geography and Governance

Geography and Infrastructure

Market

Geography and Finance

Culture and Perception

Potential negative messaging

Average:

Total Factors:

Non Weighted score
Weight

Final Score

N N O N O 0

0.8125

7.3125

Figure 23

- Strategic Sector Tab from Tool (Author’s Construction)
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5.2 Testing our tool and methodology with a second case

In order to confirm the results of the test case, I decided to run another company through the
process. Again, it needed to be in the correct industry, it needed to have a great deal of public
information available, I needed to have access to executives and former executives of the
company, and I needed to be able to connect the results of the tool with the results observed

either today or at a particular point in time.

For comparison purposes as well, I needed to be able to ensure that the company received or was
receiving public funds in some way, and that, ideally, the company was in a more successful

posture to ensure that the tool would be predicting a clear success.

To this end, I selected CGI — a large Canadian high tech services company — known around the

world as an outsourcing and mergers and acquisitions expert in the high tech industry.

Unlike our test case in the previous chapter, I will not delve in to the rationale behind the
assignment of the numbers in each sheet of the tool, I will merely point out that they are based

on research conducted:

1. Through interviews with executives (past and present)

Through interviews with public policy makers

Reviews of Annual reports and quarterly filings in both the TSX and the NYSE
Annual meeting minutes

Teleconferences with CEO and COO

The Annual financial analyst teleconference

Meetings with clients of the company in the public sector

® N kWD

Meetings with other industry workers
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5.2.1 Dimension 1 - Human Resources (HR)

Company: CGl Inc. - Sheet: Human Resources
Factors

Pay 8

Compensation 8

Succession Planning 7

Alignment with

Strategic Outcomes 7

Benefits 8

Incentive plans 8

Organisational Design 8

Recruiting strategies 7

Retention Strategies 7
Average: 7.555555556
Total Factors: 9
Non Weighted score 0.839506173

Weighting Factor 10

Final Score 8.395061728

Figure 24 - HR - CGI (Author’s Construction)

As can be seen, the Human resources structures for CGI are entirely appropriate for a mature-
mature pair bond — they are aligned with their strategic outcomes , their multi-national design is

appropriate to the firm.

An interesting item derived from the annual teleconference by the CEO was information on the
incentive plans, and on the succession planning in the organisation. It became very quickly
apparent that the incentive plan was exactly what was needed to engage and retain key
employees — a combination of shares, options and a retirement plan with defined contributions is

state of the art in Canada.

In terms of succession plans the CEO discussed the need for identification of key resources in
terms of retention, but also in terms of education and training. He talked about ensuring the
organisation was designed in such a way as to provide the services required of the clients in a
particular location, but as part of a global whole. This capitalisation of globalisation is a sign of a

mature organisation as well. Consequently, the CGI scores very high in terms of their HR
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capacity. Interestingly, they are seen as one of the top organisations in their industry in which to

hold a position, and are regularly ranked in Canada’s top firms to work for.

The company has a multi-pronged recruitment strategy covering targeted resources, newly

graduated resources, acquisition of resources, etc.

5.2.2 Dimension 2 - Leadership and Culture

CGl is also acknowledged around the world as an outstandingly led company, with a CEO, COO

and senior executive team dedicated to furthering the aims of the corporation.
Perhaps the two most telling metrics in this dimension for the company is the dedication and
professional attitudes of the board of directors and CEO, and the very clear and outward facing

commitments to integrity, and to communicating with all stakeholders.

The CEOs teleconference with the financial industry was very open, and he seemed to be 100

percent focused on his company and their growth.

The culture in the executives I interviewed was positive, and they were all very loyal to the
company.
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Company:CGl Inc. - Sheet: Leadership and Culture
Factors
Focused 9
Inspirational 8
Directed 9
Professional Attitudes 8
Regular Interaction with Stakeholders 9
Undiluted interests in company / Divided Loyalties 8
Outward Integrity 9
Clear Communcations 9
Conflict Management 8
Average: 8.555555556
Total Factors: 9
Non Weighted score 0.950617284
Weight 8

Final Score 7.604938272

Figure 25 - Leadership and Culture — CGI (Author’s Construction)

5.2.3 Dimension 3 - Quality Control

Interestingly, as a service and out-sourcing company, CGI is uneven in their quality control

mechanisms and in their quality measuring and performance management and reporting.

As a service company, they seem to have uneven structures in place to provide quality services,
and to ensure that when contractors and other members of the company do not provide the

services required that those actions are remediated.

An example of this is when CGI rolled out the “Obama-care” applications in the United States,

and they proved to be of inferior quality, the company struggled to provide quality remediation.

It proved easy to discuss, but hard to remediate:
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Our view is that the brand isn’t damaged,” said Chief Executive
Officer Michael Roach, 61. “We may see one-offs here and there, but
I don’t see anything that will last. We're prepared to talk to our
clients about what we’re learning here. We've not been banned from

anything. We're not barred.”

The organisation gets very poor marks in alignment — if the quality control
regime were better aligned with the strategic outcomes of the company, the
Obama-care website would have had the attention it needed during the
development and volume testing phases of the application/product before roll-

out.

The next page illustrates this result:

Company: CGl Inc. - Sheet: Quality Control

Factors

Focus on Quality Control
Quality Programmes in place
Employees partcipation
Continuous Improvement
Alignment with Customers
Alignment with strategic outcomes
Products on time

Management Commitment
Education programmes in place
Quality measured and reported
Market sees product leading

N N OO OON U N OO NN

Average: 6.454545455

Total Factors: 11

Non Weighted score 0.58677686
Weight 10

Final Score 5.867768595

Figure 26 - Quality Control - CGI (Author’s Construction)
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5.2.4 Dimension 4 - Creativity and Innovation

The Creativity and Innovation dimension is particularly well suited to CGI. As a service
outsourcer and a producer of quality products (websites, applications, etc.) CGI uses innovation

as a product and service differentiator.

As stated in an annual teleconference in 2013, employees are encouraged to “float” ideas with
their management, and there is a reward and recognition programme in place to ensure

innovation is both a top-down and a bottom up concept.

As one would expect in a firm of such size and global dimension in a mature-mature pair bond,
innovation is spread out through the company; but in areas of new market development,

innovation is concentrated as if the company were in an emerging-emerging pair bond.

Although the company does not have a “chief innovation officer” position (something which
should exist in a company of this size and complexity), the management team does acknowledge
the need for creativity in the company, as evidenced in their annual report notations; and in an
interview with one of the senior executives in Canada, the idea of innovation is encouraged at the
annual CGI “boot camps” held in Montreal for all newly promoted executives. These special one
week sessions are held a number of times per year, and are dedicated to inculcating the culture of

CGI and the culture of innovation. This is a very mature approach to innovation.

The next page shows the rankings based on interviews and research:
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Company: CGl Inc. - Sheet: Creativity / Innovation

Factors

Managed

Employees rewarded

Alignment with strategic outcomes
Collaboration regime in place
Innovation Spread out in company
Appropriate to company position
Appropriate to marketplace

Seen as innovative by customers
Market sees product as leading

00 00 00 N O N OO

Average: 7

Total Factors: 9

Non Weighted score 0.777777778
Weight 10

Final Score 7.777777778

Figure 27 - Creativity and Innovation - CGI (Author’s Construction)
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5.2.5Dimension 5 - Supply Chain Management

CGIs supply chain management is quite well managed, in interviews with executives (past and

present), the organisation obviously focusses on their partnerships, and indeed, in Canada, the

US and Britain, the company spends a great deal of effort in managing their channel partners and

in developing joint ventures to ensure success.

They offer preferential pricing and partnerships to channel and supply partners, and joint venture

team members.

As mentioned by the COO in a previous annual teleconference, CGI uses advanced software to

manage the supply chain — and the fact that competitors are all vying for the channel partners is

an indication that CGI is doing this correctly within their pair-bond.

Company: CGI Inc. - Sheet: Supply Chain
Factors
Managed 8
preferntial contracts 7
Tied to marketing 6
channel partners identified and managed 6
software and technology driven 7
No past history of problems 6
Growing appropriate to marketplace 7
Growing appropriate to company 7
Competitors competing for chain suppliers 7
Average: 6.778
Total Factors: 9
Non Weighted score 0.753
Weight 10
Final Score 7.531

Figure 28 - Supply Chain Management - CGI (Author’s Construction)
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5.2.6 Dimension 6 - Stakeholder Management

Factors

Company:CGl Inc. - Sheet: Stakeholders

Stakeholder definition Vertical and Horizontal
Stakeholder management regime

Employees partcipation

Continuous Improvement

Communications channels

Alignment with strategic outcomes

Customer as stakeholder philosophy implemented
Management Commitment

Information In Channels managed with marketing

Average:

Total Factors:

Non Weighted score
Weight

Final Score

00 00 N 00 N N 00 00

7.666666667
9
0.851851852

7.666666667

Figure 29 - Stakeholder Management — CGI (Author’s Construction)

Chairman Serge Godin told shareholders Jan. 29 in Montreal that CGI wants to double annual
revenue over five to seven years, and will use acquisitions as a means to get there. This implies

that the stakeholder management regime will need to be revamps and realigned with the strategic

outcomes to allow this to happen.

Luckily, CGlIs stakeholder management regime and methodology is already world class.

CGI does not do quite so well in the areas of continuous improvement and in communicating
with some of their stakeholders. The financial industry is very well consulted with annual
teleconferences by the COO and CEO, and the fact that management is committed to the
stakeholders is referenced often in company literature. Unfortunately the “customer as

stakeholder” philosophy is not well implemented in the company as evidenced by discussions

with executive clients on how they feel managed by the company in Canada.
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5.2.7 Dimension 7 - Financial and Incentive Management

CGI has changed their incentive programmes as the company has continued to grow.

They are now incenting in a way that is appropriate to their pair-bond, but also in a way that is
consistent with their competitors.

There appears to be no mismatch between employee payoff and company benefits; and key
employees are offered stock options with fixed exercise prices. This is seen in a mature-mature

pair bond company.

Economic value added (profit) based compensation is reserved for the most senior executives as

is seen in a mature company, and the compensation is meaningful.

Finally there is a long term pension plan for employees, in which the employee and the company
both make defined contributions. In Canada, the defined benefit pension plan is almost

completely eradicated from the marketplace, and is reserved for public pensions for the most

part.
Company: CGl Inc. - Sheet: Incentives
Factors
Mismatch between employee payoff and company benefits; 8
Stock options with fixed exercise price 7
Economic value added [profit] based compensation 7
Meaningful compensation 7
Stock options in mature companies where options have no futu 8
Alignment with strategic outcomes 7
R&D based rejuvenation targets in the mature company 7
Measures to enhance value chain partner performance 7
stock options/purchase plans where the lower level 8
Long term pension plan 8
Average: 7.3333333
Total Factors: 10
Non Weighted score 0.7333333
Weight 10
Final Score 7.3333333

Figure 30 - Financial and Incentive Management — CGI (Author’s Construction)

97



5.2.8 Dimension 8 - Marketing Management

CGI’s marketing management is a miracle of just in time communications. In order to confirm
this we can look at an excellent case in point: the Obamacare application. CGls federal
government service arm in the United States was contracted to design develop and implement

the website for Obamacare.

The website failed under loads during the first weeks of the programme, and the US government
replaced CGI. One would think that this would represent a core failure and that the stock prices
would suffer as would their contracting in the US and their stakeholder would express this in

stock value.

The stock within 6 months had moved onto an all-time high.

The marketing team took a potential problem and managed to communicate through it. They
have a great command of the marketplace and their competitors as evidenced by the fact that
they are seen as a takeover and mergers and acquisitions expert in a very dynamic marketplace.
Market intelligence is a solid performer in this dimension as well, as they are always aware of
what their competitors are up to, and in at least once case swooped in and made an acquisition

ahead of a competitor.

The next page shows the results of the tool in analysing CGI’s marketing management:
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Company:CGl Inc. - Sheet: Marketing

Factors

Stakeholder definition Vertical and Horizontal
Marketing Strategy Clear

Client management regime

market intelligence function

Competitor intelligence function

Alignment with strategic outcomes

Information In Channels managed with marketing

NN 00 00 N NN

Average: 7.286

Total Factors: 7

Non Weighted score 1.041
Weight 7

Final Score 7.286

Figure 31 - Marketing Management - CGI (Author’s Construction)

5.2.9 Dimension 9 - Decision Making Structures

CGI shows strongly in this dimension. They make good product development decisions in that
their services are strongly seen as appropriate to the market, but also in that their service
decisions show them getting into niche, yet productive, market segments ahead of, or at the same

time as their major competitors.

Again, given their successful track record as merger specialists, their logistics and financial
decisions are seen as industry leading, and the market has strong confidence in their capacity to

decide quickly on courses of action.
In the annual call, the CEO spent some time talking through the methods by which CGI makes

investment and financial decisions, and it displayed the fact that they have a strong

methodological approach to this aspect of the business.
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Company: CGI Inc. - Sheet: Decision Making
Factors
Good Product Development Decisions 8
Good Marketing Decisions 7
Good Financial Decisions 8
Good Logistics Decisions 7
Good HR Decisions 7
Good Production Decisions 7
Decisions are communicated to stakeholders 7
Marketplace has confidence in decisions 8
Decisions are clearly connected to strategy 8
Average: 7.444444444
Total Factors: 9
Non Weighted score 0.827160494
Weight 10
Final Score 8.271604938

Figure 32 - Decision Making - CGI (Author’s Construction)

5.1.10 Dimension 10 Strategic Importance of the Sector/Enterprise

CGl is well defined as a strategic sector in Canada, and is identified as a “Canadian” company

and in some cases as a “Quebec” company.

Serge Godin founded CGI in Québec City, Canada, in June 1976. A few months later, André
Imbeau joined him and together they committed themselves to build a company based upon

certain philosophies.

The name “CGI” is the French acronym for “Conseillers en gestion et informatique,” which
means information systems and management consultants. In English, the acronym stands for

“Consultants to Government and Industry.”

CGI embarked on a “build and buy” strategy — they would build on existing client bases and
expertise, and buy / merge with companies who could align with existing services or provide

entirely new vertical segments to the company.
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The following are the major acquisitions that significantly changed CGI’s size and presence in
key geographies:
a. 1998, CGI’s merger with Bell Sygma led to the signing of the largest Canadian
outsourcing contract of that time, nearly doubling the size of the company.
b. 2001, CGI acquired IMRGlobal to add Indian operations, providing clients with
expanded global delivery options.
c. 2004, CGI acquired American Management System (AMS). This doubled the size of
CGI in the United States and tripled their size in Europe.
d. 2010, CGI acquired Stanley Inc., including Stanley’s subsidiary operations Oberon
and Techrizon. The acquisition nearly doubled the size of CGI’s U.S. operations.
e. 2012 CGI made its largest acquisition to date, merging with the Anglo-Dutch business
and technology services company Logica. The acquisition increased the size of staff
from 31,000 to 68,000 professionals and offered greater presence, service capabilities

and expertise for our clients across the Americas, Europe and Asia.

With this acquisition, CGI became the world’s fifth largest independent IT and business process

services company.

CGI has received funding assistance, tax credits, and contracts from Quebec and Canadian

governments.

The high-tech products and services sector in Canada is by default defined as a Canadian

strategic sector, and governments make reference to this regularly.
CGI scores very high in this regard and the vast majority of the board of directors are French-

Canadian. The company was first listed on the Toronto Stock Exchange and the Montreal Stock

Exchanges before New York listings; and still maintains a strong presence in Toronto.
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Company: CGl Inc. - Sheet: Strategic Sector
Factors

Identifiable as canadian 8
Geography and Human Resource Factors 6
Geography and Governance 8
Geography and Infrastructure 7
Market 6
Geography and Finance 7
Culture and Perception 8
Potential negative messaging 7
Average: 7.125
Total Factors: 8
Non Weighted score 0.890625

Weight 9
Final Score 8.015625

Figure 33 - Strategic Sector — CGI (Author’s Construction)
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6. CONCLUSION

6.1 Results in Summary for RIM

Here is the summary sheet from the tool:

8.395061728
4.407407407

5.20661157
7.777777778
7.530864198
4.148148148

5.111111111
5.571428571
6.296296296

7.3125

Figure 34 - Summary Page Blackberry / RIM (Author’s Construction)

As indicated previously, the tool itself guides the analyst in the completion of a series of
questions designed to probe 91 aspects of the company from a qualitative perspective, and based

on the research conducted by the analyst on the company.

The data are entered into the tool in individual sheets which provide a weighted score out of 10
and are then transferred to a summary sheet where the scores are shown as a total value out of

ten for the company.

The results are quite accurate in an historical context.
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The tool is predicting a lukewarm success with a potential to fail. It is showing that the
company is strong in their Human Resource management, creativity and supply chain

management, but is poor at leadership and stakeholder management.

The tool is predicting limited success — and this is where Blackberry is today. They have lost
market share, their leadership was vilified in the press, and although their product is seen as
creative and of good quality — it is also seen as not producing what the consumer wants. They
have lost their stranglehold on the marketplace, and other competitors are seen as more

innovative.

Blackberry is today entrenching their product in the business marketplace segment, and is

placing more and more emphasis on software and services.

If the tool were being used by government analysts to determine if Blackberry was a good
candidate for additional funding and attention, the analyst would have to conclude that

Blackberry is no longer a strong player, and government funds could be better placed elsewhere.

The tool appears to be best utilised in both a quantitative and qualitative context. By this, I mean
that the tool provides a quantitative output, but that in the opinion of executives interviewed, this

must be combined with a qualitative exercise.

The ultimate decision to transfer assistance to an enterprise remains the purview of elected
representatives, and as such, it remains the responsibility of these representatives to select and

identify strategic sectors and enterprises.

In other words, although the tool is a great method to equalise and place all enterprises in the
high-tech sector onto a level playing field, the decision may not be made on hard data factors

alone.

Senior public servants also point out the difficulty in having sufficient staff to apply the tool and
do the analysis for data input, and suggest that a blended implementation may be preferable — use
the tool for large focused assistance programmes, and do not use the tool for broadly focused

programmes such as strategic sector programmes, or broad tax credit programmes.
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At any rate, they all point out that the use of the tool will result in better decision making, and

allow for more tightly controlled disbursement of funds from taxpayers.

6.2 Results in Summary for CGI

8.395061728
7.604938272
5.867768595
1.777777778
7.530864198
7.666666667

7.333333333
7.285714286
8.271604938

8.015625

Figure 35 - Summary Page - CGI (Author’s Construction)

As indicated previously, the tool itself guides the analyst in the completion of a series of
questions designed to probe 91 aspects of the company from a qualitative perspective, and based

on the research conducted by the analyst on the company.
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The data are entered into the tool in individual sheets which provide a weighted score out of 10
and are then transferred to a summary sheet where the scores are shown as a total value out of

ten for the company.

The results are quite accurate in an historical context and in today’s market view of CGI.

The tool is predicting a success with little potential to fail. It is showing that the company is

strong in almost all qualitative aspects we measured.

This is where CGI is today. They are widely regarded as a mergers and acquisitions specialist
with a growing confidence in the financial analysts view. Not only have they not lost market
share, but their leadership is widely acknowledged in the press as being highly focused and

motivated to success in the industry.

If the tool were being used by government analysts to determine if CGI is a good candidate for
additional funding and attention, the analyst would have to conclude that CGI is a strong player,

and government funds could be certainly passed on to CGI.

The numerical analysis bears this out as well, as CGI is almost without exception regarded as a

“Strong Buy” in the marketplace.

Again, note that the tool appears to be best utilised in both a quantitative and qualitative context.
The ultimate decision to transfer assistance to an enterprise remains the purview of elected

representatives, and as such, it remains the responsibility of these representatives to select and

identify strategic sectors and enterprises.

6.3 A return to the original research questions
So, we return to the original questions asked in the proposition:
Q: Can a tool be developed to improve the prediction of failure (and success) of a firm in

the Canadian high-tech sector?
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A: Yes, a tool can be developed to improve the capability of predicting failure in a firm,
or if, by extension, a public sector should make an investment in the firm; or perhaps the

degree to which it should make the investment.

Q: Can this tool be flexible enough to encompass further dimensions as they are
postulated, researched and added?

A: The tool can have additional dimensions added as further research is made, and if
different marketplaces are introduced, more dimensions can be added. For example, in
the mining sector — whether or not exploration initiatives are being made and the efficacy
of the exploration would be new dimensions to be added to the tool — along with

subordinate questions for this particular dimension.

Q: In a Case Study, can the tool accurately predict the failure of a company?
A: The detailed information researched on the company selected for analysis was input to
the tool, and the resulting output showed that the company would probably succeed, but

would only marginally succeed. This is proven out in reality.

Q: Could the Canadian federal government apply such a tool and how?

A: The Canadian federal government could apply such a tool — however, their
methodology of transferring funds would have to change from a broad tax-credit /
sectorial focus to a more narrow enterprise-targeted focus. Some of the programmes (see
next section) are targeted at individual companies, and those would be programmes
which could use the tool. Interviews with civil servants indicate that this tool would be a

valuable addition to their analysis, decision making and recommendation processes.

Observations of the use of the tool in the public sector space.

The tool, with its analysis of orthogonal dimensions connected to a simple Likert scale provides

an opportunity to determine how it could be used in a public sector context.

In interviews with policy analysts and economic analysts in the public service, the primary

responses were positive — many felt that this would be a tool mostly used in briefing and

providing analysis on strategic sectors and companies to senior bureaucrats.
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As a senior bureaucrat, myself, and after consulting with other senior public servants at the high
executive levels, we note that presentation of the results of this tool would have the following

positive effects on the decision making process.

Inevitably, better information will result in better decision making. It is in this respect, that
executives are eager to have new tools available when making decisions on how best to fund and
assist sectors in the national economy, and bring additional intrinsic value to the international

perception of a country’s place in the world.

Determining which sectors are of strategic importance to a country is a long process involving
many factors. However executives note that selection includes analysis of the number of
companies in the sector which have a reasonable chance of success, or a number of companies in

the middle ground needing assistance to improve.

Industry Canada and Finance Canada — two of the departments at the federal level most
populated with economists are always looking to determine the efficacy of their policies on
strategic sectors. Too often, they turn to econometric models based on well-established
quantitative figures. They remark that a need exists to extend their models to the usage of
qualitative metrics, but that often qualitative and quantitative metrics cannot coexist easily in

their models.

After review of the tool, they feel that this may provide that connection, but that they will need
to determine the weighting factors in each of the orthogonal dimensions. They agree with the
author that some dimensions are common to many sectors, but that there are additional

dimensions which may only be applicable to certain sectors.
For instance, in discussions with executives in the Department of Natural Resources, their
mining and forestry experts felt that there is a need to create dimensions for exploration or

resources, exploitation of resources, test-drilling methodologies, etc.

This tool provides an extra set of “eyes” on companies and their potential to succeed.
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In a Canadian context, though, it is only specialised times when governments make a decision to
directly interact in a single company, although it does happen — e.g. Radarsat in British

Columbia, Royal Bank of Canada merger denial, et cetera.

One of the primary observations on the use of the tool in the Canadian public sector is that
legislation may need to be changed to allow governments (federal and provincial) to directly

target companies.

At the present time, most governments target a sector — for instance, the federal government
targets the High tech sector, the provincial government targets the auto industry, municipalities
target the tourism sector, etc. In this scenario the tool provides some value added to the decision
making process in that economists and executives can get a “feel” for how many companies in

the sector will be positively impacted.

Many senior executives caution that making legislative changes to how a government targets a
sector is a lengthy process, and is often a tool elected officials use to ensure that all regions of
the country (sometimes their own elected region) receives public funds to improve industry in

that area.

A key observation on using the tool in a sector tax credit-based funding mechanism is that the
tool will likely only be useful in making predictions on the broader base of companies active in

that sector. This is useful, but not necessarily a focussed decision making tool.

Where the tool is of most use, and where there is a clear gap in the public sector landscape is in
the targeted programmes. For instance an executive in the National Research Council of Canada
and an executive in the Natural Sciences and Engineering Research Council of Canada have both

indicated that they need this tool to allow them to better evaluate granting decisions.

In one unnamed case public monies were granted to a firm in the high tech sector which had very
positive quantitative figures. The executive noted that if the tool had been available to the
determining analysts, information may have been made available to decline the grant, and when

the company became insolvent the public funds would not have disappeared.
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Another observation on using the tool in the public context is that it will need to be injected into
the decision making process. This could have the unfortunate effect of lengthening the decision
making time. It does, however, provide more information to the decision makers, so as a trade-
off most bureaucrats would prefer information over timeliness. Especially when dealing with

taxpayers funds.

The information gathering parts of the tool are another area of interest for the public sector. In
fact, many of the organisations requesting targeted funds from are publicly traded firms looking
for additional investments to research innovation. There is much information available on
publicly traded firms, and their annual reports in Canada provide many of the orthogonal
dimensions root information. However, in the cases where the applying enterprises are not

publicly traded, some of the foundational information may not be available

To this end, we observe that information required to process an application may need to be

amended to also include elements of the orthogonal dimensions in the tool.

This will not be onerous on the company, and in fact, as pointed out by one executive, proper
stewardship of public funds should include asking any appropriate question the decision maker

determines is necessary.

There is no reason why a company applying for public monies should not have to provide
detailed information on their organisation structures, their HR regimes, their incentive schemes,

their supply chain management, their corporate culture, their innovation structures, et cetera.

All this having been said, there are other methods used to find information of a qualitative basis

on a company. These are as follows:

Conference Calls

The Chief Executive Officer (CEO) and Chief Financial Officer (CFO) host quarterly conference
calls. (Sometimes you'll get other executives as well.) The first portion of the call is management
basically reading off the financial results. What is really interesting is the question-and-answer

portion of the call. This is when the line is open for analysts to call in and ask management direct
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questions. Answers here can be revealing about the company, but more importantly, listen for

candor. Do they avoid questions, like politicians, or do they provide forthright answers?

Management Discussion and Analysis (MD&A)

The Management Discussion and Analysis is found at the beginning of the annual report
(discussed in more detail later in this tutorial). In theory, the MD&A is supposed to be frank
commentary on the management's outlook. Sometimes the content is worthwhile, other times it is
simply boilerplate. One tip is to compare what management said in past years with what they are
saying now. Is it the same material rehashed? Have strategies actually been implemented? If

possible, sit down and read the last five years of MD&eas; it can be illuminating.

Ownership and Insider Sales

Just about any large company will compensate executives with a combination of cash, restricted
stock and options. While there are problems with stock options (See Putting Management under
the Microscope), it is a positive sign that members of management are also shareholders. The
ideal situation is when the founder of the company is still in charge. Examples include Bill Gates
(in the '80s and '90s), Michael Dell and Warren Buffett. When you know that a majority of
management's wealth is in the stock, you can have confidence that they will do the right thing.
As well, it's worth checking out if management has been selling its stock. This has to be filed
with the Securities and Exchange Commission (SEC), so it's publicly available information. Talk
is cheap - think twice if you see management unloading all of its shares while saying something

else in the media.

Past Performance

Another good way to get a feel for management capability is to check and see how executives
have done at other companies in the past. You can normally find biographies of top executives
on company web sites. Identify the companies they worked at in the past and do a search on

those companies and their performance.
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6.5 How have we advanced the body of knowledge

We have created a methodology and a tool to allow us to quickly, efficiently and accurately look

at many qualitative aspects of a company in a singular way.

We can rank this information on a Likert scale and confidently use the number to make a

prediction.

Public Policy makers have an entirely new tool and analysis method to focus public funds.

6.6 Future areas of research

The tool lends itself to many future areas of research. There is no cardinal number of dimensions

one can consider, and there are certainly a number of areas of expansion for questions.

The tool is best used in a methodological manner:

a) Select the company to be evaluated

b) Determine the marketplace dynamics

c) Position the company into an appropriate pair-bond to set the framework for analysis
d) Gather available data on the dimensions

e) Conduct word-of-mouth interviews with company official if possible
f) Conduct interviews with competitors

g) Research the market idiosyncrasies

h) Enter the data into the tool

1) Analyse the results

j) Refine weighting factors if necessary

k) Add in additional parameters for the dimension worksheets

1) Recalculate the tool
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6.6.1 Sector modifications of the tool
The subject of this research was restricted to the high-tech industry. The model, methodology

and tools can certainly be applied to other sectors.

Future researchers will, however, need to analyse other sectors and marketplaces to ensure that

the dimensions to be weighted and analysed are appropriate to those sectors.

For instance, the potash marketplace in Canada (a recognizably strategic marketplace, observed
and protected by the Canadian federal government) may need to have different weightings for

the dimensions.

Researchers will also need to analyse the market maturity pair-bonds to see if they vary from the

high-tech ones.

In other words — if a mature high-tech firm in a mature marketplace needs to emphasise
innovation, perhaps a mature resource firm in a mature marketplace does not, and innovation

should analysed differently

It is this set of subtle changes and analysis which will allow the model and methodology to

change and extend to other sectors, but will require a great deal of analysis up front.

6.6.2 Weighting Factors
One of the challenges of using a standardised Likert scale is that they are necessarily based on
questionnaires and interviews (remember it is a well-used scale in the social sciences) — the scale

lends itself well to empirical and qualitative research.

Future researchers may want to consider changing the scaling factors to a less empirical method,
and introduce more rigorous statistical methods. The public sector and public policy world in
Canada are based on scientific principles, but are also subject to less rigorous technique such as

the need for elected officials to serve their constituencies
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6.6.3 Public versus Private Sectors
The private sector has a different set of motivators than the public sector — in fact if the public
sector is a ’soft” sector based on opinion, public policy, and shifting strategic goals, the private

sector is a “hard” sector based on solid facts and figures.

Often the motivator for the private sector is the profit motive, and in that case a standardised set
of weighting factors for every sector to be analysed is appropriate and should be based on market

research.

It would be anticipated that the private sector would use a tool and methodology developed by

the research to make “Buy versus Sell” decisions for institutional and individual investors.

6.6.4 Combining qualitative and quantitative methods into an integrated tool
A more complex model involving both qualitative methods and quantitative methods should also
be examined, and is a subject for future research and will likely be a source of post-doctoral

research.

6.7 Areas of concern for future researchers
One area of concern for future researchers will be to define the appropriate statistical

underpinnings of the weighting factors.

Another specific area is in the area of public sector usage — the public service in Canada, makes
decisions based on both legislative frameworks as well as elected government direction. It can
occur that there is no legislative framework for decisions directed by the elected portion of the
public service. In this case, the dissonance between the two must be reconciled before the

methodology and tools can be applied.

For instance, decision-making using a tool to specifically target particular enterprises may need

new legislation and policy in order to apply it.

In interviews, senior public servants/executives have pointed out that there is a need to

consolidate and reduce the programmes, but that legislatively, there are few options available for
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implementation in Canada without changes, and that the political level of government will need

to approve and support these changes.
Finally, as noted earlier in the dissertation — the quantitative research methodology used in the
case of the high-tech industry in Canada, makes use of a sociological phenomenon — the natural

gregariousness of the entrepreneur.

A willingness to discuss the intricacies of the enterprise, and discuss “warts and all” the

elements of the organisation — this does not exist in other market segments.
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7. NEW SCIENTIFIC FINDINGS
To summarise the new scientific results arising from my dissertation, we have derived new

findings in 5 major areas: methodology, research, metric, model, tool for public policy

7.1 Methodology
The methodology is entirely new, we have proven that a methodological approach (never before
codified) can analyse and recommend the likelihood of a company to succeed, stagnate or fail in

the Canadian marketplace as a tool for public policy makers.

7.2 Research

We have proven that a collected body of work on qualitative analysis of a company in terms of
its potential to fail or succeed does not exist in concert with a methodology and tool. This
dissertation provides the start of a body of knowledge in qualitative analysts of likelihood of

success and failure in the Canadian marketplace.

7.3 Metrics
I have proven that the proposition of 91 metrics being gathered into a single collated result for

policy makers can enhance public policy economist’s decision making processes.

7.4 Model
With the help of a Likert scale I have proven that a qualitative dimensional-based model to
collect and integrate qualitative aspects of a company in the high tech sector can be used as an

accurate predictor of probability of success and failure independent of quantitative models.

7.5 Tool for Public Policy
With the help of the above-referenced model and toolset, I have shown that public policy makers
and financial executives can improve their capacity to decide on to which companies they should

be granting funds, defining new strategic sectors, or declining to assist.
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Decision processes in public sector in Canada

Decisions by the government of Canada in setting up granting and assistance to enterprises in
strategic sectors is a relatively haphazard process. In fact the federal government has no central
department or ministry where they make data-based decision on assistance to enterprises. They
instead rely on a series of programmes (approved by and supported by both the elected

government and the non-elected bureaucrats)

At the federal level the elected governments decide on programmes of assistance to their

consitutencies, and then rely on the non-elected bureaucrats to implement their programmes.

Canada, at a federal level has many programmes:

Research grants to the National Research Council
National Sciences and Engineering Research Council,
The Social Sciences Humanities Research Council,
Medical Research Council,

National Institutes on Health Research

Government of Canada grants to Students at the Graduate Level,
Scientific Research and Development Tax Credits,
Investment Tax Credits,

Contributory programmes,

Business Development Bank of Canada,

Industry Canada’s Small Business start-up assistance,
Entrepreneur Canada start ups,

Grants to Artists,

... and many more

Many of these programmes are repeated and overlap with provincial-based programmes, and

with municipal-based programmes.
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While the executive functions of Canada’s parliamentary system of responsible government are
vested in the Crown by the Canadian Constitution, in practice these functions are carried out by

the Prime Minister and the Cabinet, as long as they enjoy the confidence of Parliament.

These two fundamental institutions of parliamentary government are not defined in either the

formal Constitution or in law.

This means that the elected government of the day can choose at any time to emphasise what
they consider to be a strategic sector or decide to change the granting, funding and tax credit

regimes that companies depend on.

The decision making process in canada is as follows:

The formation of the Ministry and the structure of Cabinet decision-making are among the Prime
Minister’s most important prerogatives. However, not all members of the Ministry are members
of the Cabinet: there are currently 28 Cabinet Ministers (including the Prime Minister) and nine
Secretaries of State. The position of Secretary of State was created in November 1993, to provide
additional support to Cabinet Ministers and the government in meeting the objectives set out by

the Prime Minister.

As First Minister, it is the Prime Minister’s prerogative to organize Cabinet and Cabinet
committee decision-making, establish the agenda for Cabinet business, and designate committee

chairpersons to act on his behalf. There are currently four Cabinet committees:

- the Cabinet Committee for the Economic Union (17);*

- the Cabinet Committee for the Social Union (12);

- the Special Committee of Council (9); and

- the Treasury Board (6).

The Prime Minister may also choose to constitute ad hoc Cabinet committees whenever it is

necessary.
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Cabinet decision-making is led by certain key statements on government policy and priorities:
the Speech from the Throne provides Cabinet with a policy framework, and the Budget exercise,
culminating in the tabling of the Estimates, establishes the fiscal framework. These frameworks
provide for the overall direction of the government and shape the work of Cabinet committees. It
is within these documents that decisions around grants and credits for companies are make. It is
also within this process that decisions on providing funds to departments to then decide on

specific amounts to transfer to individual companies is made as well.

Generally, Cabinet business consists of proposed actions aimed at implementing the
government’s agenda, items of special urgency, parliamentary business, political issues, the
review of senior appointments, and any other matter of general concern to Canadians or the

government.

Issues are normally brought forth by a Minister in the form of a memorandum to Cabinet which
is tendered to the appropriate Cabinet committee after it has been circulated to all Ministers. The
Prime Minister expects issues to be dealt with at the committee stage: Cabinet is not used to air
introductory or preliminary factors to the issue at hand. It is the Deputy Ministers’ responsibility
to ensure that affected departments are adequately informed in advance of the issues before
Cabinet. In other words, the bulk of collective ministerial deliberations take place in committee;
the Cabinet committee reports are subject to confirmation by Cabinet. This allows Cabinet to
concentrate on priority issues and broad policy and political concerns. Ministers are not asked to
vote on the various items; once discussions have taken place and Ministers have expressed their
views, the Prime Minister calls for consensus. Once a decision has been reached, it is recorded

and communicated throughout the government.

The Prime Minister's Office

The Prime Minister is supported directly by two organizations within his portfolio. The Prime
Minister’s Office, is comprised of the Prime Minister’s personal and political staff. The Privy

Council Office, serves as the Prime Minister’s public service department and as secretariat to the

Cabinet and its committees. While these two organizations differ greatly in their respective roles
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and mandates, they are sensitive to the need for consultation and coordination in their efforts to

best serve the Prime Minister and the Cabinet.

The precise role of the Prime Minister’s Office varies according to the personal style and
preferences of the Prime Minister in office, and its organization is left entirely to his discretion.
The present Prime Minister’s Office, under the direction of the Chief of Staff, is composed of

politically-oriented staff members; they are not public servants.

The Prime Minister’s Office provides advice and support to the Prime Minister, as leader of the
political party forming the government, on priorities, political strategy and tactics, and political
dimensions of policy initiatives. It is organized to ensure national political liaison with Ministers,
caucus and the party in general. The Prime Minister’s Office supports the Prime Minister in his
role as a Member of Parliament and handles all constituency matters. A team of advisers is also
responsible for briefing the Prime Minister on the main affairs concerning the development of

Canadian society and the international community.

The support functions of the Prime Minister’s Office include budgeting the Prime Minister’s
time, coordinating the Prime Minister’s agenda and travel, and preparing correspondence.

IIT Central Agencies

In the exercise of their authority, the Prime Minister and the Cabinet are supported both by line
departments and by central agencies. These central agencies play a key role in the successful
formulation and implementation of government policies and programs by overseeing
interdepartmental mechanisms of information-sharing, consultation and coordination. They are
expected to provide integrated advice and support to the Prime Minister and the Cabinet on
government-wide issues and concerns.

1. Privy Council Office

The Privy Council Office directly supports the Prime Minister across the full range of his
responsibilities as head of government. Under the leadership of the Clerk of the Privy Council
and Secretary to the Cabinet, the Privy Council Office serves as the Prime Minister’s public

service department and secretariat to the Cabinet and its committees.
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In support of the Prime Minister’s responsibility to ensure the proper and effective functioning of
government, the Privy Council Office provides advice on such matters as the broad organization

of government, the appointment of individuals to key positions and the mandates of these senior

office holders.

As Cabinet secretariat, a role formalized by Order in Council in 1940, the Privy Council Office
is responsible for the smooth operation of the Cabinet. This responsibility entails not only
providing secretariat support to the Cabinet and the Cabinet committees, but also providing
advice to the Prime Minister on the general structure of the decision-making process. The Privy
Council Office provides Cabinet and its committees with the support required to prepare for and
conduct meetings: it arranges meetings, circulates agendas, distributes documents, provides
advice to the chairperson of each committee on agenda items, and records Cabinet minutes and
decisions. The Privy Council Office manages the flow of business to ensure that the decision-

making process functions according to the standards set by the Prime Minister.

The Privy Council Office plays a key role in the elaboration of government policy, supporting
the Prime Minister in providing leadership and direction to the Government. This role also
involves coordination. The Privy Council Office must work closely with line departments, as
well as with the Prime Minister’s Office, the Treasury Board Secretariat and the Department of
Finance to ensure that new proposals are consistent with the Government’s overall objectives
and policies, and that all affected interests have been consulted. Once a decision is reached by
Cabinet, the Privy Council Office ensures that it is communicated to the affected departments

and oversees its effective implementation.

The Privy Council Office also provides leadership and coordination in the federal government’s
relations with the provincial and territorial governments. These responsibilities include
undertaking liaison with provincial and territorial governments, providing advice on

constitutional issues and policy initiatives in light of federal-provincial relations.

The amendments to the Public Service Employment Act passed in December, 1992, confirmed in
law the responsibility of the Clerk of the Privy Council as "head of the public service". In that
capacity, the Clerk is responsible for the quality of expert, professional and non-partisan advice

and service provided by the public service to the Prime Minister and the Cabinet. As the most
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senior Deputy Minister, the Clerk of the Privy Council communicates a vision and a strategic
direction for the public service through leadership in the Deputy Minister community. Deputy
Minister weekly meetings, Deputy Minister Task Forces, the Coordinating Committee of Deputy
Ministers (CCDM) and the Committee of Senior Officials (COSO) are used by the Clerk as

means to lead the planning process and to reflect the values of a renewed public service.

The Clerk of the Privy Council is also responsible for conducting performance evaluations of the
Deputy Ministers. The Clerk first meets with the Deputy Ministers to discuss their objectives for
the upcoming period, at the end of which, Deputy Ministers must prepare a self-assessment of
their performance. They are asked to comment on specific areas such as the results they have
achieved against the objectives and priorities they had previously identified, the key elements
contributing to their success (e.g., their leadership style), and their contribution to the corporate
agenda. The Clerk meets with the Minister to seek feedback on the performance of the Deputy,
the department and the management team overall. The Committee of Senior Officials (COSO)
then meets to discuss and assess the performance of the Deputies based on all the collected input.
COSO is composed of the Deputy Ministers of all central agencies, as well as certain Deputy
Ministers of line departments who serve on a rotational basis. The final performance ratings are

approved by the Prime Minister.

Officers of the Privy Council Office are frequently recruited from line departments and serve
within the Privy Council Office for a time, following which they undertake new responsibilities
elsewhere in the public service. This type of recruitment allows for the professional development
of the public service. Recruited officers bring their unique experience and expertise to the work
they perform within the Privy Council Office. When these officers leave the Privy Council
Office, it is with a better appreciation of the workings of the central decision-making process and
the vital inter-relations that must be considered when developing programs or administering

operations.

As described in 1971 by Gordon Robertson, then Clerk of the Privy Council and Secretary to the
Cabinet: "The Prime Minister’s Office is partisan, politically oriented, yet operationally
sensitive. The Privy Council Office is non-partisan, operationally oriented, yet politically
sensitive. What is known in each office is provided freely and openly to the other if it is relevant

or needed for its work, but each acts from a perspective and in a role quite different from the
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other." Mr. Robertson’s appraisal of the relations between these two organizations remains an
accurate assessment of their daily interactions. Despite the important differences in their
mandates, the Prime Minister’s Office and the Privy Council Office work in close collaboration
to provide the Prime Minister and the Cabinet with high quality advice that takes into account

both political and operational considerations.

Consultation mechanisms are in place to facilitate the coordination of advice that is provided to
the Prime Minister by the Privy Council Office and the Prime Minister’s Office. The Prime
Minister has daily meetings with his Chief of Staff and the Clerk of the Privy Council. During
these meetings, the Prime Minister is apprised of the issues of the day that must command his
attention; he also raises issues and provides direction. These meetings provide the Chief of Staff
and the Clerk with the opportunity to assess both the political and operational considerations that
underpin these issues.

2. Treasury Board

The Treasury Board is a committee of Cabinet established by law and composed of six Ministers
responsible for the management of government expenditure and human resources in the public
service. The Treasury Board is supported in these responsibilities by the Treasury Board
Secretariat. While the Department of Finance is responsible for establishing general policy on
government revenues and expenditures, the Treasury Board oversees the management of the
budget and credits. It also plays a coordinating role in the preparation of the expenditure budget.
According to the Financial Administration Act, the Treasury Board can deal with any question
concerning financial management, giving it authority over departmental budgets, expenditure,
financial commitments, revenue, accounts, personnel management, and all the principles
governing the administration of the public service. In sum, the Treasury Board is the employer
and general manager of the public service.

3. Department of Finance

The Department of Finance is the second central agency with a coordinating role to play within
the decision-making process. The Minister of Finance is responsible for the government’s
macroeconomic policy, including tax policy and tax expenditures. It is through the Budget
exercise that the Minister of Finance establishes a fiscal framework within which the

government’s expenditure management system can operate effectively.
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Through close collaboration and consultation, the Department of Finance and the Treasury Board
Secretariat ensure the cohesion and effectiveness of the decision-making process. These two
agencies, through the Privy Council Office, provide the Prime Minister and Cabinet committees
with advice on policy, related funding issues, and the economic impact of proposals before
Cabinet. The Department of Finance, in supporting its Minister, maintains a broad
socioeconomic analytical capacity.

IV Expenditure Management System (EMS)

The Treasury Board Secretariat and the Department of Finance are the front runners in the
implementation of the Government’s Expenditure Management System (EMS). The EMS effects
an ongoing review of spending patterns designed to identify opportunities for reallocation of
resources to higher priority programs. It allows for better long-term strategic planning and the
adjustment of programs and services to available resources through the implementation of
departmental Business Plans. The EMS fosters more fiscal responsibility by departments and

other government agencies.

In developing the Budget, the Department of Finance will draw upon the results of the Budget
consultation process and the advice from policy committees of Cabinet on government priorities
and new initiatives. The Minister of Finance will advise on fiscal and expenditure targets, and,
working in close concert with the President of the Treasury Board, on expenditure reallocation

and reduction options.

The departmental Business Plan is also an important feature of the EMS. In their respective
Business Plans, departments are responsible for determining how existing programs must change
in order to meet expenditure targets and new government priorities. The Business Plans are
intended to extend beyond the traditional review and approval of expenditure authorities to an
integrated, strategic view of department-wide resource management that encompasses the
human, financial and technological implications of operating current and future programs.

V Staffing of the Federal Public Service

1. Public Service Commission
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The Public Service Commission is responsible for the administration of the Public Service
Employment Act. The Commission ensures that staffing in the public service is carried out in
accordance with merit and fairness, and without discrimination. In carrying out its role in
ensuring that qualified candidates are appointed, the Public Service Commission reports to
Parliament. The Public Service Commission consists of a President and two other members

appointed by the Governor in Council.

The Commission is responsible for the recruitment, selection and appointment of qualified
persons to and within the public service. In order to meet the personnel needs of government
departments and agencies, the Commission maintains active recruitment programs across
Canada. The Commission conducts cyclical reviews of departments acting under delegated
authority to ensure that staffing policies are implemented. The Commission provides impartial
means of recourse for challenging appointments and for dealing with employee complaints. It is

also responsible for delivering some staff training and development programs.

On June 4, 1998, the Prime Minister announced the creation of The Leadership Network, a new
horizontal organization within the Prime Minister’s portfolio. It will support the collective
management of Assistant Deputy Ministers and assist leaders at all levels of the public service to
meet the ongoing challenge of renewal.

2. Governor in Council Appointments

Governor in Council appointments are made to a wide range of positions, including the most
senior level of the Public Service. Many of these are very demanding, requiring extensive work

and difficult decisions.

Appointments by the Governor in Council are those made by the Governor General on the advice
of the Queen’s Privy Council of Canada represented by Cabinet and are handled through a
distinct process which recognizes the Prime Minister’s prerogative to coordinate or determine all
appointments. The Prime Minister is supported by the Director of Appointments within the
Prime Minister’s Office who, in consultation with Ministers’ offices, is responsible for
identifying high calibre candidates who could be considered for such an appointment. For certain
appointments, including Deputy Ministers and Associate Deputy Ministers, the Prime Minister is

advised by the Clerk of the Privy Council.
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The Privy Council Office plays a supporting role to both the Prime Minister’s Office and the
Clerk of the Privy Council on Governor in Council appointments, and works cooperatively with
the Director of Appointments in identifying vacancies and interviewing potential candidates. The
Privy Council Office ensures that statutory and procedural requirements are met, and advises on

issues of feasibility, remuneration and conditions of appointment.

Government departments and agencies provide financing such as grants, contributions, subsidies,
and loan guarantees. Find out what type of government financing might be available for your
business. Use the search tool or browse by type of financing.

Browse government financing by type

Grants, contributions and financial assistance

Explore opportunities to receive public funds to help springboard your business venture.

Loans and cash advances

Examine these loans and other borrowing possibilities for your new or existing business.

Loan guarantees

Having trouble securing a loan for your business? A government-backed loan guarantee could
help you attract creditors.

Tax refunds and credits

Looking for more return on your business expenditures? Browse potential tax benefits that can
help reduce overhead.

Wage subsidies

Are high wage expectations making you reluctant to put up that Help Wanted sign? A wage
subsidy program can put the perfect employee within your reach.

Equity investments

Searching for a long-term financial solution for your business? An equity investor may be

willing to bank on your potential.
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Executive presentation deck

Predicting Success and Failure
in the Canadian Marketplace

O

Agenda
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* Success — Survival, ROI, Equity, market dominance,

buy-out, happy employees, innovation, re-
investment, retention of employees, stakeholder
satisfaction, regulator satisfaction

Failure — bankruptcy, take-over, buy-out, loss of
share, diminishing ROI, key employees leaving, toxic
culture, regulatory investigations, loss of innovation.

Many, all, or none of the above!

Koplyay, Mitchell, Sanchez, Li, and Lloyd have all at
one time or another defined the changes over a
company’s evolutionary life.

In fact there is a cycle of birth, growth, steady-state
and decline which are well documented and well
understood (above authors, Porter, etc.)

Many parameters change — HR structures,
Investment processes, innovation, culture,
compensation, stakeholder management, supply
chain management, project management.



The Life-cycle Curve and what it means
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be interpolated and extrapolated, and has outliers.

¢ It is seen as independent of market place when one
examines the company,

« To see the companyin a second dimension, we need
to place the company growth against a market
maturity landscape.
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The “Pairbond” Landscape
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The Path to Success

The Maturing Organisation

The Maturing Marketplace

The realistic path to Success

The Maturing Organisation

The Maturing Marketplace
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The model as a predicting tool

O

Some Examples

O
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Call Letter to Deputy Ministers & Executives

<date>

Douglas Michael Lloyd, MBA, CMA, CPA, CMC, PMP
943 Hare Avenue, Ottawa

Email: dlloyd@cambrian.ca Tel: 613-799-1170

Dear <Insert Name>
I am presently a PhD Candidate at the Szent Istvan University in G6dol16, Hungary. The topic of
my dissertation is “An n-dimensional model to predict success and failure in Canadian
industry”.
I am presently completing the dissertation, and I have a specific focus on using the tool in a
public sector context: if a company is predicted to fail, should public sectors still make
investments, grants, transfers, or offer tax credits to the enterprise.
If I could ask you some questions around the following subjects (either on or off the record), I
would be very appreciative:
1. Would such a tool be useful in a public sector context in your opinion, and if so,
why?
2. Would it be worth looking at the public policy framework to insert a predictive tool to
assist decision-makers in your opinion?
3. Would such a concept be useful when making granting decisions to strategic sectors
in Canada?
I would be happy to meet with you at your convenience, or if you would prefer, you could
simply let me know your opinions on the above-three questions.
When the dissertation is completed later this year, I would be happy to share the results with you,
alternatively, I would also be happy to prepare an executive overview for you.
If you are interested in any of the ancillary public sector papers associated with my work in this
area, specifically around shared services, notes on the Canadian economy, or setting up common
financial services in a public sector, I would be happy to share them as well.
Thank you very much for your kind attention
Regards,
Douglas Lloyd
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Data Input Sheets

Step 1: Pair-Bond Placement

Select the position of the enterprise to be analysed in the following matrix:

(n,e) newly formed company in an emerging market
(n,ev) newly formed company in an evolving market
(n, m) newly formed company in a mature market
(ev,e) evolving company in a emerging marketplace

(ev,ev)  evolving company in an evolving marketplace
(ev,m) evolving company in a mature marketplace
(m,e) mature company in an emerging marketplace
(m,ev) mature company in an evolving marketplace
(m.m) mature company in a mature marketplace

The “Pairbond” Landscape

The Maturing Organisation

The Maturing Marketplace

v

Enter the Pair-Bond ----- >
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Weighted Dimensions — Enter the degree of concordance with the following dimensions

1 Human Resource structures — Scale of 1-10

Pay

Compensation

Succession Planning

Alignment with Strategic Outcomes
Benefits

Incentive plans

Organisational Design

Recruiting strategies

Retention Strategies

9 Creativity and innovation - Scale of 1-10

10 Corporate culture and leadership - Scale of 1-10

Managed

Employees rewarded

Alignment with strategic outcomes
Collaboration regime in place
Innovation Spread out in company
Appropriate to company position
Appropriate to marketplace

Seen as innovative by customers

Market sees product as leading

Focused
Inspirational
Directed

Professional Attitudes

Regular Interaction with Stakeholders

Undiluted interests in company / Divided Loyalties

Outward Integrity
Clear Communications

Conflict Management

11 Supply chain management - Scale of 1-10

Managed

preferential contracts
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Tied to marketing

channel partners identified and managed
software and technology driven

No past history of problems

Growing appropriate to marketplace
Growing appropriate to company

Competitors competing for chain suppliers

12 Quality management - Scale of 1-10

Focus on Quality Control

Quality Programmes in place
Employees participation
Continuous Improvement
Alignment with Customers
Alignment with strategic outcomes
Products on time

Management Commitment
Education programmes in place
Quality measured and reported

Market sees product leading

13 Stakeholder management - Scale of 1-10

Stakeholder definition Vertical and Horizontal
Stakeholder management regime

Employees participation

Continuous Improvement

Communications channels

Alignment with strategic outcomes

Customer as stakeholder philosophy implemented
Management Commitment

Information In Channels managed with marketing

14 Financial and incentive management - Scale of 1-10
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Mismatch between employee payoff and company benefits;
Stock options with fixed exercise price
Economic value added (profit) based compensation

Meaningful compensation



Stock options in mature companies where options have no future
Alignment with strategic outcomes

R&D based rejuvenation targets in the mature company
Measures to enhance value chain partner performance

stock options/purchase plans where the lower level

Long term pension plan

15 Marketing management — Scale of 1-10

Stakeholder definition Vertical and Horizontal
Marketing Strategy Clear

Client management regime

market intelligence function

Competitor intelligence function

Alignment with strategic outcomes

Information In Channels managed with marketing

16 Decision-making Structures — Scale of 1-10

Good Product Development Decisions
Good Marketing Decisions

Good Financial Decisions

Good Logistics Decisions

Good HR Decisions

Good Production Decisions

Decisions are communicated to stakeholders
Marketplace has confidence in decisions

Decisions are clearly connected to strategy

17 Strategic importance of the sector/enterprise

Identifiable as Canadian

Geography and Human Resource Factors
Geography and Governance

Geography and Infrastructure

Market

Geography and Finance

Culture and Perception

Potential negative messaging
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Completed Evaluation Tool

Company: BackBerry - Sheet: Strategic Sector

Factors

Identifiable as canadian

Geography and Human Resource Factors
Geography and Governance

Geography and Infrastructure

Market

Geography and Finance

Culture and Perception

Potential negative messaging

N N U0 NN O 0

Average: 6.5

Total Factors: 8

Non Weighted score 0.8125
Weight 9

Final Score 7.3125

Company: BackBerry - Sheet: Decision Making

Factors

Good Product Development Decisions

Good Marketing Decisions

Good Financial Decisions

Good Logistics Decisions

Good HR Decisions

Good Production Decisions

Decisions are communicated to stakeholders
Marketplace has confidence in decisions
Decisions are clearly connected to strategy

D OO OO DO

Average: 5.666666667

Total Factors: 9

Non Weighted score 0.62962963
Weight 10

Final Score 6.296296296
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Company: BackBerry - Sheet: Marketing

Factors

Stakeholder definition Vertical and Horizontal
Marketing Strategy Clear

Client management regime

market intelligence function

Competitor intelligence function

Alignment with strategic outcomes

Information In Channels managed with marketing

Ul U1 B OO O O N

Average: 5,571

Total Factors: 7

Non Weighted score 0.796
Weight 7

Final Score 5.571

Company: BackBerry - Sheet: Incentives

Factors

Mismatch between employee payoff and company benefits;
Stock options with fixed exercise price

Economic value added [profit] based compensation

Meaningful compensation

Stock options in mature companies where options have no futu
Alignment with strategic outcomes

R&D based rejuvenation targets in the mature company
Measures to enhance value chain partner performance

stock options/purchase plans where the lower level

Long term pension plan

(2 IO BN O, BNV, BN O, RO, R O, IR U, IR U2 IR N

Average: 5.1111111

Total Factors: 10

Non Weighted score 0.5111111
Weight 10

Final Score 5.1111111
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Factors

Company: BackBerry - Sheet: Stakeholders

Stakeholder definition Vertical and Horizontal
Stakeholder management regime

Employees partcipation

Continuous Improvement

Communications channels

Alignment with strategic outcomes

Customer as stakeholder philosophy implemented
Management Commitment

Information In Channels managed with marketing

Average:
Total Factors:
Non Weighted score

b b OO0 O N

5.333333333
9
0.592592593

Weight
Company: BackBerry - Sheet: Supply Chain
Factors
Managed 8
preferntial contracts 7
Tied to marketing 6
channel partners identified and managed 6
software and technology driven 7
No past history of problems 6
Growing appropriate to marketplace 7
Growing appropriate to company 7
Competitors competing for chain suppliers 7
Average: 6.778
Total Factors: 9
Non Weighted score 0.753
Weight 10
Final Score 7.531
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Company: BackBerry - Sheet: Creativity / Innovation

Factors

Managed

Employees rewarded

Alignment with strategic outcomes
Collaboration regime in place
Innovation Spread out in company
Appropriate to company position
Appropriate to marketplace

Seen as innovative by customers
Market sees product as leading

00 00 00 N OO NN O O N

Average: 7

Total Factors: 9

Non Weighted score 0.777777778
Weight 10

Final Score 7.777777778

Company: BackBerry - Sheet: Quality Control

Factors

Focus on Quality Control
Quality Programmes in place
Employees partcipation
Continuous Improvement
Alignment with Customers
Alignment with strategic outcomes
Products on time

Management Commitment
Education programmes in place
Quality measured and reported
Market sees product leading

U N oo b b OO N N

Average: 5.727272727

Total Factors: 11

Non Weighted score 0.520661157
Weight 10

Final Score 5.20661157
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Factors

Company: BackBerry - Sheet: Leadership and Culture

Focused

Inspirational

Directed

Professional Attitudes

Regular Interaction with Stakeholders

Undiluted interests in company / Divided Loyalties

Outward Integrity

Clear Communcations

Conflict Management

A OO 0 NN O O O O U

Average:
Total Factors:

Non Weighted score

Weight

Final Score

5.666666667
9
0.62962963

4.407407407

Factors

Company: BackBerry - Sheet: Human Resources

Pay

Compensation
Succession Planning
Alignment with
Strategic Outcomes
Benefits

Incentive plans
Organisational Design
Recruiting strategies
Retention Strategies

Weighting Factor

Final Score

Average:
Total Factors:
Non Weighted score

10

~

N N 00 00 00 N

7.555555556
9
0.839506173

8.395061728
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8.395061728
4.407407407

5.20661157
71.777777778
7.530864198
4.148148148

5111111111
5.571428571
6.296296296

7.3125

167



Acknowledgements

I would like to take the opportunity firstly to acknowledge the enormous debt I owe to Professor
Tamas Koplyay of the University of Québec en Outaouais. Professor Koplyay was the first
advanced academic to see in me the capacity to undertake, and in his opinion, complete a PhD
programme. It is through his guidance, efforts, vision, support, and constant enthusiasm for

higher learning that I have completed the work before you.

I would be remiss not to mention my two closest supporters and mentors in Hungary — Laszl6
Vasa, PhD, Associate Professor, who provided me with invaluable guidance as my thesis advisor

and shepherd throughout the process at Szent Istvan.

Professor Csaba Mako has provided me with keen observations, helpful pointers and guidance
along the way as well. Both these professors are extremely accomplished individuals with very
busy and high profile careers in academia, government and the private sector in Hungary, yet

they both made time to support and guide my learning.

A PhD is also representative of an institution and to that end I need to thank the University —
Szent Istvan University, Faculty of Economics and Social Sciences is a dynamic center of
learning with thousands of students and a faculty of dedicated and caring professors and
professionals. To Dr. Maria Fekete Farkasné each and every teacher and professor, a profound

thanks, and a note that Szent Istvan is capably represented by you.

Although a PhD is a solitary pursuit, I must formally acknowledge and thank Lisa Chillingworth
and Brian Mitchell for their work and mutual support. As the three Canadian students embarking
on the first of what we hope will be a continuing programme of students from Canada studying
in G6dollo, I would not have been able to have been so successful without their good humour

and support.

Lastly, and most importantly, to my wife Anne MacDonald, and my children, a profound and
deep sense of gratitude for your patience, enthusiasm, and complete confidence in me during this
journey. I could not possibly have undertaken this intensive effort without my wife’s amazing

capacity to support and nurture.

168



