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TUASSETS

Court-Side
Analyst

Barry Booker’s on-air commentary

ARRY BOOKER, 97, IS A NUMBERS MAN. goes beyond the stats.
An econ undergraduate major at VVander-
bilt, he was a stand-out in basketball, with
honors including most outstanding student-
athlete and academic All-SEC for teams
that reached back-to-back NCAA Tourna-
ments. He scored 1,310 points for the
Commodores, and still holds the VU and
SEC record for career three-point field goal
percentage-46 percent.

After earning his bachelor’s degree,
Booker held various positions in the business
world, but always knew he would go to busi-
ness school. Armed with a full Owen schol-
arship, and a fledgling broadcast career with
Jefferson Pilot Sports and Fox Sports Net,
he entered Owen in fall of '95. The former
Vanderbilt and current Battle Ground Acad-
emy trustee has continued this sideline and
opines during SEC basketball games on such
topics as offensive and defensive efficiency,
basketball 1Q, and why players and coaches
are doing what they are doing. The job is
harder than it looks, Booker says, with each
game requiring about eight hours prep time,
so he can adequately explain the “why”
behind the action on the court.

That VU and Owen hold a special place
for him is obvious from the fact that his
wedding reception was held at Owen, also
becoming his class’s unofficial one-year
reunion. “Owen helped me develop my ana-
Iytic ability,” he explains, which has held
him in good stead not only in the gym but in
post MBA jobs at FISI-Madison Financial,
Bank of America, and now Wells Fargo,
where he isa VP and relationship manager
focusing on middle market banking. “Being
on TV doesn’t hurt either,” he laughs.
“Being in people’s living room on Saturdays
helps open doors on Mondays. It is a great
marketing tool for Wells Fargo.” VB Booker explains the why behind the what on the courlt.'
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Owen at Large

The World Opens Up Over a
Cup of Coffee
By BETH MATTER

FTER INCLUDING AN ARTICLE
IN THE LAST ISSUE about
Owen Voices (the school’s
program pairing native and
non-native speakers for prac-
ticing English), I decided to
participate myself. My lan-
guage partner is Feng-chun
(Jennifer) Fang, a rising sec-
ond-year marketing student
from Taiwan. We meet
every week for coffee or
lunch and have a lot of fun.

| proofread her resume, and
she showed me her photos
from Prague, which got me
excited about a trip | was taking there. She
has been telling me about Taiwanese cus-
toms, and | help her with American slang
and point out television shows that can
help her learn American culture.

While her command of English is very
good, I sometimes find myself stuck trying
to explain something. Like how do you
really describe the uniqueness of Texas to
someone from another country? | found
that almost impossible to do, even though
if 1 were talking to another American, they
would understand what | was saying. It is
situations like this that underscore the
communications gap between cultures.

A big test came when | was trying to
help her solve a problem between the local
cable company and her bank. | warned her
that these situations frustrate even native
speakers, and the whole thing could go
down a black hole. I made several calls to
the cable company, each time getting a dif-
ferent answer. She then went to her bank
about the situation, and they immediately
took care of the problem. I think she is

Jennifer and Beth

learning to navigate the system just fine.

I think you will enjoy this issue of the
magazine. The articles represent a wide
range of Owen experiences. How many of
you love the Olympics? | love them so
much | tried to volunteer for Athens 2004,
either in the press center or for swimming,
diving, or sailing. Unfortunately, these are
some of the more popular venues, so the
only offer I got was to drive people back
and forth to the airport. Having been to
Athens before and aware of the traffic, |
thought it best to turn that down. So like
many others, | watched the Games on tele-
vision. We have Michael Kiakidis '90, to
thank for helping to make them a success.
He was an executive of the Non-Competi-
tion Venue Operations Department for
those games and has written an entertain-
ing article about how the Olympics is in
effect the world’s largest corporation.

Usually the Student Experience article is
written by an Owen student, but this time

Continued on next page
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YUNUS A MIRACLE WORKER

I enjoyed the article in “Inside Owen”
about speaker Muhammad Yunus, (PhD,
GS '71). Even more, | enjoyed attending
the speech he gave earlier last year. After
returning to Bangladesh with a Ph.D. from
Vanderbilt, Yunus took a position teaching
economics at Chittagong University. See-
ing abject poverty everywhere he looked,
he wanted to help. He started by loaning a
few dozen villagers less than some of us
spend at Starbucks a week. The concept of
microlending was born.

I have heard about and been inspired by
him for about 10 years. | saw him profiled
on television and heard him interviewed
on NPR. In 1996, he was given the inau-
gural Vanderbilt Distinguished Alumnus
Award. I was very excited and thought him
the perfect choice. Later | read his fascinat-
ing story in the book, Banker to the Poor.
He was also featured in the December 26,
2005, issue of Business Week.

Yunus’ “small” idea has grown into the
enormous—and enormously successful—
Grameen Bank, which is credited with
helping millions of people help themselves
out of poverty. The idea of microlending

Inbox

Yunus' dream is the “total eradication of poverty

from the world.” It seems he is well on his way to

realizing that dream.
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I‘ Eben’s presence at Owen also sheds

has spread to countries around the world,
including the United States. Yunus’ dream
is “the total eradication of poverty from the
world.” It seems that he is well on his way
to realizing that dream.

This very humble man had an idea that
has improved the lives of millions and will
continue to do so long into the future.
Vanderbilt can be very proud to count him
among its own.

Deborah Corbin
Vanderbilt Development and
Alumni Relations

WHEN GOOD PEOPLE ACT
Ebenezer Aryee’s “Thoughts of a U.N.
Peacekeeper” was both powerful and
compelling. It reminds us that even
in the direst of circumstances
much can be accomplished when
good people act to help others.

light on the fact that quite amazing peo-
ple with incredible experiences share our
lives here. If we take the time to meet and
listen to one another we may be surprised
and blessed by the lessons thatmay be
shared. Eben has this year been on leave
with the U.N., first in Sierra Leone and
now in the Sudan. Let us all wish him the
very best.
Fred Talbott
Clinical Professor of
Communications

The editor welcomes letters and comments from
readers of Vanderbilt Business. Send to Beth
Matter, editor, Office of Advancement Communi-
cations, VU Station B 357703, 2301 Vanderbilt
Place, Nashville, TN 37235-7703, or by email,
beth.matter@vanderbilt.edu. Letters may be edited
to suit space requirements.

OWEN AT LARGE
continued from previous page

it was penned by Vadim Balashov, a
Tulane Ph.D. student from Russia, who
describes his harrowing experiences during
Katrina. After managing to get out of New
Orleans, he found his way to Owen where
he finished out the Fall semester, and has
now resumed his studies at Tulane.

Our feature articles cover three hot

topics—the aging workforce, ethics, and
executive compensation, which can also
be considered an ethical problem. I am
happy to note that we were able to inter-
view such notables as William Chandler,
chancellor of the Delaware Court of
Chancery, and William Donaldson, for-
mer chair of the SEC, on their thoughts
about executive compensation.

One of the first alums | met when |
became editor in 1998 was Smoke Wallin,

'93, who served on the alumni board at
that time. | remember when he started his
company eSkye during the boom days of
e-commerce. His article not only captures
those exciting early days but describes
how he rode the wave through the bust
and landed on the shore with a new and
better business model.

And as always, the most important
news is about YOU, so please send in a
class note or a letter to the editor. VB

4 SUMMER
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CONFERENCE |

Bock: Building a
Nanotech Company

WHEN LARRY BOCK AND HIS TEAM
cAME UP with their idea for the highly
successful Nanosys Inc., they decided
against building a nanotech
company focused on a single
application, and instead fol-
lowed the lead of the biotech-
nology industry and
developed a powerful plat-
form technology, took a port-
folio approach to mitigate
risk, and leveraged corporate
partners to access financial
resources and complementary
technology.

The strategy worked:
Nanosys today has more than
475 patent and patent appli-
cations for products based on
inorganic nanostructures for use in the
energy, defense, electronics, computing,
and life science industries. Current part-
ners include Intel, In-Q-Tel, SAIC, and
Sharp Corporation, and applications
range from high performance flexible
electronics, lightweight and conformal
solar cells, high density non volatile
memory, and novel nanostructured sur-
face coatings for medical devices.

“With plastics or polymer technol-
ogy, you could for the first time build
something from the bottom up and con-
trol its physical properties. This had lit-
erally a trillion dollar impact on the

6 SuMMER 2006

economy, revolutionized virtually every
industry, and created major new indus-
trial giants. We think nanotechnology
will have a far greater impact because it
allows you to not only control struc-
tures’ physical properties from the bot-
tom up, but more importantly its
electronic, optical, magnetic, and other
properties,” said Larry Bock, during the

Nanotech Equipment

second annual Tennessee Valley Confer-
ence on The Science and Business of
Nanotechnology held this past year.

A key difference in Nanosys’ case is
that they are trying to affect different
industries all based on one common
technology—nanostructures with inte-
grated functionality and flexible assem-
bly organized into high value nano
modules. “Unlike carbon nanotubes,
you can control inorganic nanostruc-
tures with atomic precision,” he said.
“As a consequence, we can fine tune the
electronic, optical, magnetic, and other

properties exactly the way we want.”

No one really knows what the killer
“app” of nanotechnology is yet, so they
have built a portfolio of short, medium,
and long-term products enabling them
to bring their technology to market and
address higher and higher total aggre-
gate available markets, he continued.
“We do not license our technology to
our partners but provide them
with a module containing the
nanotechnology. Our partners
don’t have to be experts in nan-
otechnology in order to use it.”

Nanotechnology is not inex-
pensive, so it is not likely to
spring up in a garage, he added.
But he did compare it to the
chemical industry, saying that
nanotechnology “does look a
lot more like the chemical
industry than the semi-conduc-
tor industry, so it is a low-cost
manufacturing environment.”
He encouraged audience mem-
bers to also consider building a platform
technology in nanotechnology.

ASSROOIV

Headfirst into
Health Care

STUDENTS IN OWEN’S HEALTH CARE
MBA program waste no time in getting
a taste of their chosen field. During the
fall of their first year, students take the
experiential immersion course, putting

SIOVWI ALLID

DANIEL DUBOIS

them smack in the middle of the emer-
gency room and other departments at
Vanderbilt University Hospital.

The idea is to provide them
with direct exposure to current
health care practices and allow
them a chance to develop
insights and ideas about how
health care might be improved,
says David Owens, professor of
the course.

This past year, for example, stu-
dents spent a shift in the emer-
gency room and learned from Dr.
lan Jones how Vanderbilt’s
department three years ago went
from a completely “paper run
department” to one that uses an
ED information system.

“The EDIS is a decision sup-
port system that has really allowed
the department to practice quality
medicine,” Jones told the students,
demonstrating the board and
explaining that the system, “built
on evidence-based medicine,
makes sure we give the patient
the right antibiotic and one
that is cost effective, among
other controls.”

During the course, stu-
dents also engage in disease
study—exploring a
particular disease—its
elements, business

ness opportunities.

Cardiovascular disease was the topic this
year, and students learned about heart
structure, disease, diagnostic procedures,

Oliver Banks and Josh
Stewart, through the immersion

course, were able to dive headfirst into
challenges, and busi- Owen’s new Health Care MBA program.

and transplant issues from Dr. Thomas
DiSalvo, medical director of the Vander-
bilt Page Heart Institute, and director of

the Heart Failure/Transplant Program.

The high point of the immersion
experience is when students do a partici-
pant-observation of a “night shift” in
the pediatric ICU at Vanderbilt Chil-
dren’s Hospital, an experience facili-
tated by Dr. Venkat Shankar, E’'05, a

collaborator in the class. “The students
go inat 7 p.m. in their scrubs as pairs
of “MBAs” and come out at 7 a.m. in
the morning, invariably as changed
people,” Owens says. “They come to
realize not only the complexity of the
work in medical, technical, and busi-
ness terms, but also the critical impor-
tance of what goes on in a hospital and
the need to balance business prescrip-
tions with humanist values. There is
nothing like spending the night with
suffering children to give one a perspec-
tive and a renewed sense of mission.”

Back in the classroom, students
reflect on their immersion experiences.
Owens’ goal is that the students under-
stand the challenges of working across
the two cultural-value systems (business
and medicine). His job as teacher, he
says, is to force them to grapple with
this challenge and develop a grounded
and honest personal perspective about
what they think of as “good” and then
to get them excited about figuring how
to do that kind of “good” by working
on the business side of health care.

The experience helps frame other
courses in the program, such as Health
Care Law and Regulation, Health Care
Ethics, and Health Care Accounting
and Financial Management. Students in
the program also take MBA core courses

VANDERBILT BUSINESS
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INSIDE OWEN

and choose a concentration such as
finance, general management, opera-
tions, or strategy. Through internships,
students also have other opportunities
for health care immersion experiences.

The importance of the Health Care

MBA is that the graduates will be able
to understand health care from the
inside out and serve as leaders in hospi-
tals, labs, pharmacies, and biotech and
device companies at a time when it is
crucial to have leaders in health care,
says Jon Lehman, associate dean of
Health Care.

MICHAEL CAPELLAS’
LEADERSHIP LESSONS

8

Cl 1S ONE OF THE

GREAT STORIES

ABOUT what people

can do when you

motivate them,
Mike Capellas told students last year,
when he appeared at Owen as a Distin-
guished Speaker.

“The company had a history of
innovation—it was part of the founda-
tion that created
a competitive
environment for
the telephone
business, and it
helped grow, we
believe, the explo-
sion of the Inter-

net. But it also
Michael Capellas, experienced the
president and CEO of largest account-
MCI, and parentofa .
Vanderbilt graduate litg it e
recorded, and

shortly thereafter experienced one of
the largest bankruptcies. At that point,
| arrived on the scene. What was |

SUMMER 2006
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Spreading the
Flu Vaccine

NOTHING POINTS OUT THE

IMPORTANCE OF supply

chain operations more than a

tragedy or pending epi-

demic. How do you

quickly re-route supplies to

people in an emergency?
Case in point: Recently

thinking?”” he said with a laugh.

He was able to turn the company
around through innovation and
leadership. He claims it was because
he wasn’t afraid to have a point of
view; he created a sense of urgency in
the company; over-communicated
with employees and customers; con-
centrated on customer satisfaction;
and developed a strategic framework.

Capellas also shared with students
the list of traits he consistently
observes in leaders:

= They are passionate about what
they do.

= They learn something new everyday.

» L eaders know the importance of
building personal relationships.

= They dare to be different.

» |_eaders do the right thing because it
is the right thing to do.

* They have fun along the way.
“Singing karaoke at the top of your
lungs at the back of an airplane is
OK,” he quipped.

there has been a lot of press about the
shortage of flu vaccine at the beginning
of each flu season. The flu can have dire
consequences with billions of dollars of
direct and indirect costs to the health
care system, 40 million school days
lost, 100 million works days lost, and
tens of thousands of deaths, mainly the
elderly, so there is reason for worry.
But then later in the season comes
the news that there was a surplus
of the vaccine after all. What gives?

It is a classic supply chain prob-
lem, said Prashant Yadav, with
MIT-Zaragoza International Logis-
tics Program and a presenter at

Owen’s symposium on Business

Aspects of Closed Loop Supply

Chains held last fall.

Part of the problem lies with
the fact that the flu vaccine sup-
ply chain has diminished, with
only two manufacturers left

because it is not a profitable
industry; and also because
there is a long lead time and
uncertain yield because of
the chicken/egg production
vaccine process. (Newer pro-
duction processes have sub-
stantially improved this yield,
Yadav pointed out.)

The government estimates
demand, and manufacturers
decide how much to produce.

Health care providers, know-
ing there may be a shortage
and a later allocation, do a bit
of gaming by purchasing vac-

cine from different wholesalers. The end
result is that some providers run out of
vaccine, while others have surplus, but
there is no effective way of redistribut-
ing it. And the surplus is wasted.

Yadav’s recommendations for solving
the problem included creating a flu vac-
cine “e-hub,” encouraging health care

DANIEL DUBOIS

providers to pre-book vaccine, and cre-
ating a redistribution mechanism to
facilitate in-season regional imbalances
in demand and supply. The Centers for
Disease Control in fact did include a
redistribution system in its 2005-06
guidelines, he told participants, shifting
demand to providers in close proximity
with vaccine supplies instead of product
movement.

PEAKER

HCA: Crisis
Management
During Katrina

WHILE EVERYONE WATCHED THE KAT-
RINA disaster unfold on television, few
knew of the quiet success story taking
place at HCA'’s Tulane Hospital.

HCA does disaster planning, both at
the local hospital and regional level, and
as usual had been on alert for Katrina.
“After the hurricane passed through on
Monday, like everyone else, we congrat-
ulated ourselves that we dodged a bullet
in New Orleans,” said Jack Bovender,
HCA chairman and CEO, an Owen
Distinguished speaker last year.

But Tuesday, when the levees broke
and the first floor of the hospital started
flooding, they realized the danger and
wasted no time in taking action.

“The hospital was isolated—there
was no way to get in or out,” Bovender
said. The team quickly turned the top
floor of the parking garage into a land-
ing pad. A ham radio group from Talla-
hassee flew their equipment to the site,
which was turned into a makeshift air
traffic control center, with five or six
helicopters hovering at a time to rescue
people.

Their mission was to rescue 200 of

their own patients, plus
others from Charity Hospi-
tal across the street, and
special needs patients being
transported from the
Superdome. “On top of
that, we had 1,500 staff
members on hand, plus
their family members who
had come to the hospital to
wait out the storm. And
about 70 pets. It was an
absolute pending disaster,”
he said.

In the end, all were
transported to safety. This
success came down to two
basic decisions, he said.
“One was that while we
hoped the federal, state, and
city governments would
help evacuate the hospital, we decided
not to count on that— we would take
care of our own. The second was that
we wouldn’t talk about what this was
going to cost—that it was better to
have too many resources rather than
too few.”

Bovender listed some of the supplies
needed to carry out the operation:
¢ 95,000 pounds of ice
40,320 meals ready to eat
5 truckloads of food
1 truckload of scrubs
7 truckloads of miscellaneous
supplies
1 truckload of mattresses for shelters
¢ 2,500 gallons of gasoline for vehicles
and generators
e 24 privately contracted helicopters,
including two Blackhawks and one
Russian MIA helicopter
« 1 fixed wing plane for delivery of
supplies
2 privately contracted Boeing 727s
for evacuee transport to Houston and
Atlanta (after bringing people to

INSIDE OWEN

Jack Bovender, HCA chairman and CEO, met with students
following his talk at Owen.

Lafayette, Louisiana, decontaminating
them, feeding and clothing them, they
flew them to Houston and Atlanta and
issued 200 airline tickets to wherever
they wanted to go, Charity employees
included)
50 buses for evacuation
« 1 refrigerator truck
17,360 doses of pharmaceuticals.
“At the end of the day, this opera-
tion cost HCA 4-5 cents earning per
share, which was well worth it, because
as they say in the Marine Corps, ‘no
man was left behind.” This is definitely
one of the defining moments in the
history of HCA,” he added with pride.

ASSROOIV

Live Case Study:
Mavens and Moguls

MANY BUSINESS STUDENTS STUDY
HARVARD’s business cases on Paige
Arnof-Fenn’s Mavens and Moguls, a
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INSIDE OWEN

strategic marketing consulting firm
made up of former chief marketing
officers and seasoned marketing pro-
fessionals, but few have the pleasure
of having her in the classroom to take
the discussion to the next level.

Bruce Lynskey, clinical professor,
invited her to sit unannounced in the
back of his Management Consulting
class. The students, as expected, cri-
tiqued her and her company, com-
menting on among other things that
she doesn’t seem to be able to hold a
job, her employees come and go, and
that her stated aspiration to be named
Time’s Person of the Year, was, uh, a
little odd.

Arnof-Fenn, who was taking copi-
ous notes on the discussion, was met
with nervous laughter from the stu-

HE NEED TO ADAPT

YOU’'RE IN A UNIQUE POSITION TO BRING A NEW KIND OF BALANCE TO THE WORLD
of work. But the paradox is that to bring that new balance, you’ve got to un-bal-
ance the world. Whack it in the head. Knock it in a new direction, which is what

the work of adaptation does....

As a generation, you’re the first to grow up with computers, the Internet, and
the “We”” of gaming; the first to grow up expecting your mother and sisters to
have careers; the first to grow up in blended and racially mixed families; the first
to mix constantly and fluidly with people of other backgrounds and cultures; the
first not to believe in the possibility of career employment with one organization;
and the first—in America at least—to come of age in an age of terror....

You have to change the way you do business and think about business. Yester-
day it was all about business and almost nothing else. Today, it’s so much more.

dents when introduced by Lynskey
halfway through the session. “This
was hilarious,” she told the classroom,
“it is like going to your own funeral
and hearing what people really think.
She ran through the list of com-
ments, giving feedback. “You sound
like my mother,” she told one stu-
dent, “who also didn’t think | could
hold down a job. But the truth is—
I am unemployable and think I was
meant to work for myself. At my ear-
lier jobs, I was always the one trying
to bend, break, or change the rules.
When | graduated 15 years ago,
‘entrepreneur’ was not a big word. |
just thought 1 was a pain in the ass.”
Arnof-Fenn has held prestigious
positions with Coca-Cola and Procter
and Gamble, and created three

It’s about business AND politics, business AND the environment; business AND
global social responsibility, business AND diversity, and business AND inclusion. It’s plural. And it’s infinitely more complex. It’s a
multi-tasker’s dream. It’s a task for which your impatient, multitasking generation is uniquely suited—conditioned in ways that

before now, few fully appreciated, especially folks of my generation....

The truth is that generations adapt successfully only when they adapt together. It’s a process that only works with honesty and

with tensions, like the cables and spans that hold up a great bridge....In this sense, every new generation corrects and complements
the one that preceded it, if only to give it a good shove in a new direction....
Excerpts from 2006 Commencement Speech by Barry Salzburg, managing partner,

Deloitte & Touche USA
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start-ups—one was sold to Yahoo!,
another to Bertlesman, and a third
was bought out.

After the third sale, her “retire-
ment” lasted a full six hours. “I went
and had a massage and my hair and
nails done, and by the time | had got-
ten off the table, | had the idea for
Mavens and Moguls. | knew people,
and I knew projects, and I just started
putting them together.”

The company is an on-call market-
ing team that gets business through
word-of-mouth. “We are the market-
ing company that does no market-
ing,” she quipped. Generally, they are
hired to do one of three things: an
initial engagement, public relations,
or market research. There are cur-
rently 45 mavens and moguls (the

Barry Salzburg, Commencement speaker

GETTY IMAGES
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best people I have come across in my
career, she said) who work out of their
homes, and bill hours ranging from six
figures a year to only a couple thou-
sand dollars a month. “I don’t pay
them a salary—they only get paid
when their skills are needed. None of
them are doing this work to pay the
mortgage or make a buck—so the pro-
jects have to be ones they are gen-
uinely psyched about.”

Mavens and Moguls takes jobs all
over the world, and last year had teams
working with such companies as Merrill
Lynch, Delta Airlines, Sprint, Colgate,
and the New York Times. Sometimes
companies hire the team as full-time
employees, who at some point might
find their way back to Mavens and
Moguls. “The average tenure for a chief
marketing officer is 22 months at a big
corporation, so sometimes they want to
come back, which is cool,” she said.
“Jobs come and go, but Mavens and
Moguls is here to stay.”

Things are good with the company
and her life, she concluded. “This
company has been a great platform for

me personally, so the update is | no
longer want to be Person of the Year,”
she laughed.

CONFERENCE |

\olcker: Oil for Food
Program Damaged
by Ethical Lapses

DURING HIS TALK AT VANDERBILT
DirecTors College last fall, Paul Vol-
cker, former chairman of the Federal
Reserve, compared the challenges of
corporate governance presented by the
endemic fraud at Enron and World-
com to the corruption he uncovered in
the United Nation’s Iragi Oil for Food
program during an investigation he led
in 2004.

“The U.N’s Oil for Food program
was brought down by ethical lapses or
corrupt influences and rather gravely
damaged the credibility of the U.N. as a
whole,” he said. “But the critical point
goes straight to ethics and leadership.

INSIDE OWEN

High ethical standards need to permeate
the U.N. from the bottom to the top.”

Volcker said that the Sarbanes-
Oxley legislation, which established
more stringent standards for corporate
governance and reporting, was “neces-
sary and healthy.” But he added that
over-regulation might stifle innovation.

“You really need incentives in busi-
ness that emphasize the importance of
setting ethical standards high,” Volcker
said. “Enron and WorldCom were all
symptoms of something more insidi-
ous. Where were the lawyers, the direc-
tors, the investment bankers? Things
were out of balance. The agenda for
boards today is very different than four
or five years ago, when we were explor-
ing the glories of financial planning.
Now, we’re focusing on ethics and
compliance.”

During the Directors College, other
notables including Chancellor William
Chandler of the Delaware Court of the
Chancery, and former SEC chairman,
William Donaldson, spoke on related
topics. (See related article on executive
compensation on p. 58)

Paul Volcker: High ethical standards need to
permeate the U.N. from bottom to top.
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Why Wk Love HR

Because Human Resources Professionals

with MBA Degrees Bring Strategy and
L eadership to the Table.

FAST CoMPANY MAGAZINE
LAST AUGUST PUBLISHED an
article titled “Why We Hate HR”
that caused a stir in the business
world. In the article, author Keith
Hammonds said that finding, nur-
turing, and developing talent
should be one of the most impor-
tant tasks in a corporation, and
asked the question, “So why does
human resources do such a bad
job—and how can we fix it?”

Neta Moye, assistant professor
of management in Organization
Studies and Human Resources
Management, brought together a
panel of alumni to discuss the
issue, “Is HR Really Crucial?” dur-
ing the school’s Human Organiza-
tion and Performance Association
Day. Participating were Carolyn
Schneider, E'02, senior VP/HR at
Attentus Healthcare; Bruce
Lynskey, '85, clinical professor of
management; John Owens,’04,
director, J.H. McCann & Com-
pany, Inc. in New York City; and
Brian Griffin, Human Resources
Manager for Ford Motor Company.
Students and faculty members in the
audience also asked questions.

During the first part of the round-
table, Schneider and Lynskey did not
represent their own views of HR but
offered opinions that many executives
hold. They expressed their own view-
points at the end of the session.

Moye: What we want to talk about today
is a controversial article from Fast Com-
pany, which every HR person | know has

read. Fast Company is getting a lot of
press off this. | have sent it to five or six
VPs myself. The article takes a controver-
sial position on HR and the value of HR.

Let me start it off by reading one of
my favorite quotes from the article: “So
HR people are for most practical pur-
poses, neither strategic nor leaders. At
best, a necessary evil and at worst, a dark
bureaucratic force that blindly enforces
nonsensical rules, resists creativity, and
impedes constructive change.

Carolyn Schneider knows firsthand how HR can be part of the business team.

Schneider: A lot of executives | know
feel that way. They say every time they go
to HR, everything is lost in a black hole,
and they don’t see how that is strategic.

Lynskey: Many execs think HR just
doesn't attract leaders.

Owens: It is the most central part of a
firm. Others may come up with strategy,
but who implements it?

Griffin: HR is the same as any other dis-
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cipline—there are both effective and inef-
fective people in the profession.

Schneider: That is true, but they say
every time they go to HR, it takes three
weeks to hire someone, and they can’t
wait three weeks. They can’t get sales, for
example, if they don’t have the people.

Lynskey: I have heard people complain
that HR folks have no concept of the
business, how business is run, what it
means to be successful. They are out of
sync with the organization.

Moye: Do you believe that could be true?

Griffin: I could hire someone today, but
you may not be happy with the results. It
might take a few days to get the right
person for your position. | don’t have
them lined up in the closet.

Schneider: But why not? If you were
truly strategic, you would. You would be
able to anticipate the needs of the com-
pany because you would know the busi-
ness.

Griffin: The labor market just does not
work that way.

Owens: If they needed to hire someone,
why didn’t they think this through three
weeks ago?

Moye: John is saying that even though
HR people attempt to be strategic, it is
often the execs who drop the ball.

Griffin: Maybe some companies are not
hiring the right people for HR.

Schneider: That is a possibility. Some

have brought in HR people, and all they
want to be is a shoulder for people to cry
on. That is not OK.

Moye: How did those people get in the
firm? Who brought them in, and how
does their behavior persist?

Lynskey: Many execs’ expectations of
HR are low.

Griffin: They don’t give them a chance
to earn their trust and the chance to be
strategic.

Schneider: Some execs say they just need
someone to manage the paperwork, to do
all the administrative stuff. They don’t
need HR to be strategic—they will do
the strategy themselves.

Griffin: Then they have no idea how
complex some issues are. They can’t
fathom everything that comes and goes.
You are talking about the ultimate vari-
able: people. Rarely is the operating per-
son going to trip up on operating issues.
The finance person is usually going to be
able to handle the finance piece. But it is
the people piece that trips them up. That
is where companies get in trouble. You
need good HR people and their filter to
help you. They are there to help set
direction.

Schneider: Some feel that it is nice to
have someone to pick up the pieces, but
they don’t see how HR has anything to
contribute in terms of strategy.

Lynskey: It is thought that more and
more HR will be outsourced.

Owens: The way they see HR and the
way it should be run is very different. |
talked with a woman at a bank the other
day, and she was able to walk up to the
head of the firm and say that she needed
$1 million for an initiative. He said fine,
“where do | sign?” There are not many
people who can do that. She can do that
because she has credibility, but also
because the firm is willing to believe in
the HR function and sees a strategic
component in it. I don’t think firms in
the past have done that.

Schneider: Even the skeptics think
recruiting is a great function because they
have such a turn. But they don’t see the
value in the other side of HR. They just
see it as “process in, process out.” Execs
also tend to think that no one goes to
business school to be in HR. They don’t
need a business person to do HR.

Moye: What value does HR really have?
Those executives you are talking about
clearly don’t see it. Make the argument
that HR is really important. Can you
prove it?

Owens: Yes—you can clearly outline its
true benefit. It comes down to the num-
bers. HR people can talk about a great
leadership plan and how they are going
to roll it out, but what employers really
want to see is what economic impact it is
going to have on the business.

Schneider: | have heard executives com-
plain that every time they ask HR to show
them the correlation between a training
program and productivity, they can't do
it—they don’t know the numbers.

12 SumMMER 2006
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Owens: Again, they are hiring the wrong
person then.

Lynskey: Another complaint is that HR’s
default mode is to move toward unifor-
mity. They want to pay everyone the
same amount.

Schneider: Execs would like HR to show
them the correlations between training
programs and productivity—why people
leave their company, for example—and
to put in programs that affect the bottom
line and top line, and to show them that
they understand what the business is, and
who the customers are.

Moye: So these executives realize there
might be a role for HR strategists.

Owens: People can sit around and talk
about this, but it is the same as sitting
around and talking about anything else. If
you don’t get behind it, you don’t impact
change. If you want to have a good CFO,
for instance, you have to hire a good
CFO.

Schneider: An exec puts in a plan to
grow a business, but HR might nix it.
Execs get tired of hearing that they can’t
put some special incentives in place to
help grow the business. Why can’t they?
They own the business.

Griffin; HR does have rules. If you have a
10-person enterprise, you might be able to
fly by the seat of your pants. But if you are
running an enterprise of 100,000, it helps
to have general principles around which
you govern from a people standpoint.

Lynskey: Companies can also feel that

help set DIRECTION,

HR is an obstruction to getting the best
people into the firm. They just want the
best qualified person, no matter who they
are or where they are from, and HR pre-
vents that from happening.

Owens: HR is just the enforcer. They are
told by the CEO they have to meet cer-
tain metrics, and they are told by the
chief legal officer that they have to
achieve diversity. They are not actually
the ones making the choices.

Moye: This is interesting—maybe it's not
all HR’s fault?

Molly Munch (student): Someone men-
tioned that execs ask why get someone
with an MBA to do HR? Because, when
you get someone with an MBA, you are
getting an MBA first, then an HR profes-
sional. We take the same classes and do
well in management and finance, just like
the other students. | can do a weighted
average cost of capital for you. | can do a
good job as an HR professional, because |
have these other skills and can see the con-
nection between what operations needs to
be efficient and then give them the best
people for that. If you understand what
you are looking for in your HR people,
you can find them. But only if you want
your HR group to be strategic.

Griffin: Like most things, there is work
involved. Too many operating people
want HR to go away, and they need to
realize it is just like any other managerial
discipline—you have to devote time to it.

Moye: What is the valued-added that
you bring?

The ultimate VARIABLE is people.
That is where companies get in TROUBLE,
You need good HR people and their filter to

Griffin: The value added is that an HR
professional with an MBA degree is a
business person first, and they bring their
understanding of employment law and
organization culture and use their filter
just like the finance, marketing, or oper-
ating person does to help make decisions.
You can’t make HR a dumping
ground—you have to bring in people that
you trust for the position.

Owens: At one company, the head of
recruiting was an investment banker, and
she probably saved the firm $8 million
last year.

Moye: So what is the right thing to do
with HR?

Owens: We need to be hiring smart
people.

Schneider: Many execs feel that they
don’t need that function in their
company.

Owens: So are they going to do every-
thing on their own?

Munch: On one hand, these execs are
saying they want HR to be strategic, but
they are also saying they don’t want HR’s
input on who they hire. Isn’t it strategic
to do something that isn’t an immediate
priority but might prevent a lawsuit, or
lets the internal company reflect the
external market, for instance? Isn’t it
strategic when HR tries to hire with a
greater interest in mind?

Schneider: That would be seen as value-
added if it were structured properly. But
again, executives don’t want anyone to

DANIEL DUBOIS

push back on their managers and tell
them they can't fire someone, either.

Moye: Would it hurt to completely out-
source HR?

Griffin; The analogy | use is that HR is
the oil in the engine. We help keep the
company running and help achieve oper-
ating efficiency. Eventually without it, the
engine is going to seize up. I think you
sub-optimize it if you outsource it. A
number of things can be handled through
outsourcing, but there is benefit to having
a business professional, a strategic-ori-
ented person, at the company.

Lynskey: A company may start with one
employee, and as it grows, HR is often
outsourced. But when it gets up past
100 employees, the discussion usually
comes around to, is it time to start inter-
nal HR? Then there are the comments
from employees: “We are doing so well
right now, why do we want something
like that?”

Moye: Who raises the question to begin
with?

Lynskey: The officers.

Moye: What are they looking for when
they say maybe it is time to bring in an
HR person?

Lynskey: They are looking to cut costs—
it is more efficient to have someone
in-house.

Tim Vogus (assistant professor): | want
to go back to a comment made earlier,
which is that HR is okay if we can corre-

late specific training
programs to produc-
tivity. | would argue
that most activities
occurring in business
organizations have at
best a tenuous link to
overall productivity.
There is a danger for
HR in pursuing these
kinds of metrics and
linking everything to
firm performance—
implying that this is
the only indicator

of value to the organi-
zation.

The analogy of oil
is a good one—HR is
the social lubricant of
the organization, and
of the relationships
people are building as
a result of training.
You talk about vision
and what you want to
do as an organization. How do you turn
that into action and reality? You can use
tools like training to reinforce that. That
may not have an easy correlation to over-
all personal productivity, but it still has
value.

Schneider: That is what people say the
problem is with HR—it is all squishy.

Neema Mehta (student): It becomes
squishy because a lot of the strategic
things we do, you don’t see. We know
your business and do things to help you
avoid being sued, for example. Our job

Bruce Lynskey is a strong advocate for HR. A former business person,
he says, “The HR folks we hired were some of the best people | have
met in any business function.”

isn’t to get all of the attention or shine.
Our job is to protect you.

Justin Miller (student): | have a ques-
tion for John: Convince me there is meat
behind your rhetoric that you can actu-
ally have a business partner relationship
strategy invested in a CEO.

Owens: Again, | go back to the numbers.
You have to show that you understand
what you are talking about. | don’t believe
in doing a program just to do a program.
A leadership program is great, but show
me the numbers of why it makes sense.
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There has to be more reason to do one
than it creates a good environment. There
has to be some kind of measurement tying
it back to what we are doing—trying to
increase shareholder value.

Moye: Now for the wrap-up. There are a
lot of people who espouse the views that
Bruce and Carolyn have been voicing.
We are not going to pretend that every
firm is dying for a strategic HR person—
that is not true.

The challenge in our profession is to
prove the value—that there is a reason
for doing programs. The reason is not
the metrics—the metrics might be the
proof that you are right, but the reason is
a business reason. Showing how a pro-
gram is going to contribute to the execu-
tion of a key tactic, for example.
Through reasoning you can prove to a
CEO that you understand the business,
and then use logic to show how you
apply a practice to their key tactics. If
you can put numbers on top of that,
even better.

Now I am going to give Carolyn and
Bruce a chance to give their own views
of HR.

Schneider: At my company, | am
absolutely a business partner with my
health care team. We have considerable
say in the organization. The metric part
of HR is important, but to be strategic,
you have to back up and point out what
is keeping your business up and running.
If you understand that, chances are you
will be able to form your HR strategy and
have it aligned with business. Make sure
you are on task, because you can get
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Human Resources is the o1L in the engine. They help
keep the cCOMPANY running and help to ACHIEVE
operating efficiency. Eventually without it, the engine

would seize up.

caught up in tactical stuff and be headed
down the wrong road, not benefiting
the business.

Lynskey: My true experience with HR is
that back when I was in business, we
started a company in a room not much
bigger than this one. When | left the com-
pany six years later, we had 7,500 employ-
ees. The HR folks we hired were some of
the best people | have met in any business
function. Every year we hired more people
than were employed at the company,

and the HR folks were able
to decide for themselves
what their role was.
That is part of the fun
of being in a new orga-
nization—you are not
agents of change, but
agents of invention. They
also decided who their cus-
tomers were within the company, and
that is where they put their offices. They
understood the business as well as anyone
in the company, and they knew who was
needed where at what time.

Owens: Right after graduation, 1 was put
in charge of recruiting for investment
banking at a firm. It was a tactical role,
but every time | tried to be strategic and
think outside the box, everyone pushed
back. So I decided to align myself with
business people rather than HR people,
and quickly gained credibility.

My advice—align yourself with busi-
ness, truly understand what the business
needs are, what the problems are, and
what your competitors are doing. Take it
upon yourself to do these things. This

adds value. And be an independent
thinker.

Those in school now will be going
into the field at a time you will be able to
help redefine it. There may be some bet-
ter opportunities at smaller companies
that are willing to spend money and are
looking for change. Change is harder at
big firms.

Griffin; At Ford, my partners are the
CFO and the 30+ senior finance people
around the world. In my view, doing HR
really well is difficult. It is easy to sit
back and collect a paycheck and
go home. Too many people fall

into that trap. It is harder to

get out there and engage peo-

ple, and the better you do that,
the more business you will have
and the more issues you will get
into, and that is more difficult.

Moye: Students in Owen’s Human and
Organizational Performance program are
going to be that kind of HR person—
those who look at business problems
through the lens of HR. That is the skill
set we hope to give you. You are not just
going to get functional HR skills, but also
the strategic elements—change manage-
ment, leadership, negotiation, etc. We
purposely differentiate ourselves from
other programs that teach you how to be
great functional technicians. You will play
a very different role. What do you need
to get out of your classes? Everything.
You are going to be a business person
first. This profession is hard but also

very rewarding. VB

SMILEY POOL, KRT

Y NAME IS VADIM BALAsHov. Born and
raised in Moscow, Russia, | received a
degree in engineering business from Bau-
man Moscow State Technical University,
and for three years served as head of the
physics section in an evening high school.
In 2003, | won the President of the Russ-
ian Federation (V.V. Putin) Scholarship
and decided to shore up my knowledge of
managerial disciplines and pursue an MBA
degree at Southeast Missouri State Univer-
sity. With my engineering background,
knowledge of business disciplines, and love
of scientific research and teaching, | then
decided getting a Ph.D. degree made sense.
When my family and | traveled down to
New Orleans, | was astonished by the spirit
and the beauty of the city. I applied to
Tulane University and was accepted for the
class starting in August 2005.

I had barely begun my studies when
my wife and | first heard about Katrina, a
category five hurricane coming directly at
New Orleans. Like many international
students, we didn’t have a car or TV, and
only a limited Internet connection. There
was no alarm or siren, so by the time we
found out about Katrina it was already
too late to leave. We stayed in our three-
story apartment building with three other
international students. Our apartment
was on the ground floor, but a friend gave
us a key to his second-floor apartment so
we could watch his TV and follow the

VADIM BALASHOV has returned to
Tulane University. He is one of approx-
imately 100 students from Gulf Coast
colleges and universities who registered
for classes at Vanderbilt last fall.
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Shelter After the Storm

Following Katrina, Tulane Student Finds
Open Arms at Owen

By VADIM BALASHOV

Floodwaters fill the streets of New Orleans, August 30, following Hurricane Katrina.

storm. Weather reports promised a 50-
foot tide of water and winds up to 175
miles per hour.

We never experienced hurricanes in
Moscow so didn’t know what to worry
about. We cautiously moved most of our
belongings to the second floor, put tape
on the windows, and broke through the
door to the attic. There was a window in

the attic, so if the water got that high, we
could still get out. We unraveled a rug
and tied the threads together for an
escape tool in case we needed it. After
that, we just sat and waited for Katrina.
The electricity went off in our build-
ing at 7 a.m. on Monday, August 29, and
Katrina’s eye came an hour later. The
wind was so strong that roofs and air con-
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ditioning units were
tearing off, windows
were breaking, and our
whole building was
crackling. We knew to
stay in a doorway on the
first floor far from win-
dows as long as possible.
Those were the scariest
moments in our lives—
We were even preparing
to die. The only connec-
tion to the outside
world was a little radio
and a working phone
line. From the radio, we
heard news from differ-
ent areas of New
Orleans about wind
damage, water damage,
and desperate people.
Several hours later,
the eye had passed and
everything seemed okay:
The wind had died
down, and the water was
receding. We decided to
get some rest. The peace
was short-lived: A cou-

The electricity went off, and the wiND was so strong that

roofs were TEARING off, windows were BREAKING, and

the whole building was CRACKLING. Those were the scariest

moments of our lives, and we were even preparing to die.

Vadim Balashov in Nashville

ple of hours later, one of

the international students woke us up
saying the water was coming. There had
been no official report, but the radio
indicated a breach in the levee system.
Again, we didn’t know what to expect
but wanted out of the city. The water
was not too high yet, but everything was
made worse by the fact there was no air-
conditioning, and it was a sticky 110
degrees F.

The next morning everything was a
river. | decided to go—or more pre-
cisely swim—out to find out what was
going on. Many were in the same situa-
tion, and | realized the city was cut off
from the world and there was no way
out without help. Before long, there
were looters on the streets, and by Tues-
day almost every store had been robbed.
We had enough food and water in our

building but were afraid looters might
start rushing into houses and fighting
for food.

Our friends tried to call 911 for us,
but of course that was impossible to do.
We were able to contact the Russian
council in Texas. The Ministry of Emer-
gency Situations, analogous to FEMA,
was ready to send military jets to the U.S.
to aid in rescuing people. By that time,
however, New Orleans had declared
Marshall Law and didn’t let anyone into
the city. That day we climbed to the attic
and put a big white blanket on the roof.
Helicopters were passing by at low alti-
tudes but none landed.

The radio was still giving discon-
nected pieces of information. All we
knew was that Metairie, a nearby city,
was relatively safe and dry. We decided
to find a way there. On a map, we saw
that 1-10 was not far from our
apartment, and if there was any help, it
should be there we thought. At least we
would try to get there and get a ride.

On Thursday, another international
student and | went out toward the inter-
state. The water was deep by then—up
to the doorknobs on front doors. The
water was also very dirty, with a mixture
of oil, garbage, sewage, and debris. And
there were bodies too. Sometimes it got
so deep we had to swim.

We finally got to the highway and
found others waiting for help. The word
was that rescue boats and buses would
arrive shortly, but we saw none and
decided to walk farther in search of
help. After a couple of hours, we came
to an area where the road was sub-
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merged. No buses or cars can cross now,
| thought—only boats can help. We
were in the middle of a cemetery but as
luck had it there was an abandoned boat
200 feet away. On my way to get it, |
noticed broken wires in the water, but
fortunately they were not live and | was
able to get the boat. We used a stick to
steer and later found a paddle. We even
found a big airbed so then had enough
transportation for all five of us.

On the way home, we noticed a huge
helicopter landing on the roof of a
school near our street. We learned the
helicopter was rescuing people from this
centralized location, and anyone in the
area should come here. We hurried back
to our apartment building and told
everyone else. We put only the most
necessary personal items in the boat and
got back to the school. The wait lasted
more than an hour, but we were happy
to get into the helicopter and feel safe.
The helicopter brought us to New
Orleans airport.

At the airport, there were a lot of
military, medical, and other personnel,
and the whole situation seemed dra-
matic. Patients from different hospitals
were lying around and crying in pain.
There was a lack of medical equipment,
drugs, and ice. But the worst part was
not knowing what was going to happen
next. No one from outside the city was
allowed into the airport, so even if peo-
ple had friends waiting for them, they
could not get in touch. Our friends in
Baton Rouge were ready to come to
New Orleans but were not allowed to
do so. There was no official logistical
information, but eventually the word
spread that the next morning there
would be planes taking us either to San
Antonio or to Houston. Again, we just
had to wait. It was a good time to get
some rest, and official personnel were
providing free snacks and drinks.

STUDENT EXPERIENCE

U.S. Marshals conducted a search on Tulane Avenue in New Orleans, Louisiana, on Sunday, Sept. 11.

By Friday morning, the airport was
overcrowded and everyone was anxious
to get on a plane. Anytime there was a
gate number announcement, the whole
crowd rushed there, fighting to be first.
This went on for the next 10 hours.
Elderly people were fainting, children
were crying, and men were shouting.
Finally, military personnel started
boarding us on a plane to San Antonio.

In San Antonio, we had to stand in
another big line to get into a shelter. By
then though we felt safe and out of the
“disaster” area. The shelter was a haven
compared to what we had experienced
recently. We were given new clothes,
beds, blankets and pillows, and any per-
sonal items we needed. Officials pro-
vided food and medical assistance. We
were happy to find out that so many
organizations donated items. Believe
me, people really needed that help.

The next morning our friends from

Baton Rouge found my wife and me in
the shelter, and the four of us went back
to Baton Rouge. We were there a couple
of days when we found out that Vander-
bilt University offered Tulane students
the opportunity to continue our studies.
That’s how | ended up being at VVander-
bilt and Owen and enjoying the atmos-
phere here.

My wife and | want to thank every-
one who helped us in those days,
including: Yana Kuzmina, Yves Damoi-
seau, Alexey Baranchikov, Janice L.
Hughes, Rob Hansen, Ron Masulis,
Daron Giles, Caroline Breyley, Barb
Ostrenga, Peter Gordon, Ken Heis-
chmidt and everyone from Southeast
Missouri State University, Louise
Whitaker, Brian Whisnant, Kate Reid,
Pamela Schneller, Kelly Christie, our
parents, and all the people who worried
about us. VB
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INTERNSHIPS |
Helping GE
Go Green

By JEFF GowbDy, 06

| STRAIGHTENED MY TIE. Righted my
eyeglasses. Tugged on my cuffs and cleared
my throat. | opened the door.

“Jeff, good to meet you, I'm Steve.”

“Nice to meet you,” I reply.

He smiles and looks up. “So are you
wearing your hemp suit today?” And
flashes me a smile.

I smile, caught off guard, and respond,
“No, | dropped it off at the cleaners yester-
day. Will organic cotton do?”

And so began my interview with a well
known global consulting firm.

I guess | shouldn’t be caught off guard
because my resume, once laden with
action verbs and financial success metrics
from a variety of IT systems implementa-
tions, now is half-dedicated to entries such
as: Summer 2005, Summer Associate for a
boutique consulting firm that specializes in
assisting companies make environmental
sustainability initiatives profitable.

His next question was, “So what is
environmental sustainability?” The best
way for me to answer was to provide
examples of what | worked on over
the summer.

The greatest amount of my time dur-
ing my summer internship was spent
assisting with GE’s launch of ecomagina-
tion. Our first task was to evaluate all of
GE’s products (from airplane engines to
household appliances to wind turbines...)
to determine which products could be

promoted as environmental leaders in
their respective industries. The most com-
mon metric used to determine this leader-
ship was in greenhouse gas (GHG)
emissions. This analysis found that 17 of
GE’s current products could be promoted
as environmental leaders. These 17 prod-
ucts then were massively advertised in
print, on television, and on GE’s Website
(ge.ecomagination.com) under the mar-
keting banner: ecomagination.

The launch garnered a large response.
Others in the eco/green/environmental
world of business in NYC were interested
in discussing the launch at conferences,
meetings, and happy hours. Newspaper
and magazine articles noted, quoted, and
even led with the story. In early August,
Forbes dedicated their cover to a smiling
mug of GE CEO Jeff Immelt with the
tagline “GE Goes Green.”

Has GE gone green?

ecomagination is in essence a marketing
campaign right now. But it is also a longer
term, multi-billion dollar growth strategy
for GE to improve many of their products’
environmental attributes in order to pro-
vide cleaner, more fuel efficient products
and technologies to their customers. Why

would GE do this? With tighter global
environmental regulations, rising energy
costs, greenhouse gas limits, and increased
consumer education and demand for
cleaner products, there is a growing market
for products that provide cost savings
through environmental improvements.

Profitable solutions with a focus on
environmental improvements—that’s
what I call a good step towards environ-
mental sustainability.

JEFF Gowby graduated in May and is
working on social and environmental sus-
tainability projects in the Southeast.

EXECUTIVE |

Owen Offers
Foundation for

Health Care Careers

By PauL FRANKENBERG,E' 03

MANY SIGNS POINT TO CAREER OPPOR-
TUNITIES in health care: advances in
medical science and technology, technol-
ogy applications and electronic health
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Professor Larry LeBlanc
can show you how to be
a power user in Excel.

by
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The Need to Excel

A WORD TO THE WISE BUSINESS STU-
DENT: Spreadsheets. Many companies
require applicants to be highly profi-
cient in Excel. In some cases they even
require applicants to pass an Excel pro-
ficiency test. The result has been Owen
students scrambling to get into Profes-
sor Larry LeBlanc’s Management Sci-
ence in Spreadsheets course. This
popular elective attracts around 120 of
every 200 students enrolled each year.
LeBlanc also teaches Advanced Spread-
sheets for IT Applications (VBA
macros). A lot of people use Excel, but
LeBlanc shows you how to be a “power
user” and turn it into a real manage-
ment tool. He jokes that management
science has become popularized —
spreadshegts do for management sci-
ence what Walt Disney did*for rodents.
“If you ask pegple how good they are
at Excel, theyall'say ‘very good,” and
they are not lying,” LeBlanc says.
“They simply don’t realize how many
features there are in Excel.” Example
financial applications include portfolio
optimization, short-term cash flow
planning, and capital budgeting. Oper-
ations applications include aggregate
production planning, supply chain
optimization, and facility location.
Advanced features of Excel, including
pivot tables, data tables, form controls,
filters, charts, text worksheet functions,
subtotals, and efficient downloading of
data from the Internet, are also covered.
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records, evidence-based medicine, con-
sumer-driven health care, and the aging
population. The leadership role Owen is
assuming through its Health Care MBA
is supported by both industry leaders and
industry trends and statistics. Graduates
of this program will enter an industry
where they will immediately learn and
provide value to the system. This article
is aimed at those both beginning a career
in health care and those further develop-
ing a career or moving towards the execu-
tive rank.

Foundation for a Career in

Health Care

Dean Jim Bradford, Jon Lehman, associ-
ate dean for Health Care, and his team,
the Owen faculty, the Health Care advi-
sory board, Vanderbilt’s Law and Med-
ical Schools, and alumni have come
together to develop and properly launch
a world-class program. Owen students
are looking at the industry broadly with
opportunities to dive deep into their
functional interest(s). The student
immersion is being well received as a dif-
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ferentiator to the four other nationally
recognized programs: Duke, Northwest-
ern, Wharton, and Emory.

During a recent lunch conversation
with Manny Villafana, (founder of five
public companies: CABG Medical, ATS
Medical, Inc., GV Medical, Inc., St. Jude
Medical, Inc., and Cardiac Pacemakers,
Inc., now a division of Guidant Corpora-
tion), he shared the information that
entrepreneurs and up-and-coming execu-
tives must also be well-versed across mul-
tiple functional areas. An individual can
lead with depth in one area— legal,
finance, or marketing, for instance—but
must be conversant and knowledgeable
across the entire functional spectrum to
have career success and be chosen a leader
of a health care organization.

Building a Career in Health Care
The Nashville Healthcare Council
recently reported that “By 2012, one in
every seven new jobs in the nation will be
in health care.” Labor statistics and fore-
casts estimate that between 2002 and
2012 there will be an increase of 22 mil-
lion jobs, approximately
21 million of which will
be service-oriented ver-
sus goods-producing. A
total of 18.4 percent of
the country’s GDP is
projected to be health
care expenditures in
2013, up from 15.7
percent in 2005.

The growing per-
centage of health care
expenditures to GDP,
in addition to the
advancements
mentioned above are
resulting in fast-moving
opportunities for indi-
viduals interested in a
health care career.

There are countless books on career
advice, leadership, how to make more
money, and find the career that best suits
you. Success in the health care industry
requires focus and concerted effort, just as
in other industries. | believe three points
are applicable to your career progression.

1) Understand that business is global.
While this is obvious to someone who
works for GE or another international
organization, how does this apply to the
small business owner/employee or consul-
tant who does not work outside of the
USA? Recognize that many of your
clients’ customers, vendors, and competi-
tors work and think on a global basis, so
you need to think of their business in the
proper context. McDonald’s spent bil-
lions of dollars researching how to infuse
French fries with vitamins and minerals
and even an AIDS vaccine to vaccinate
children in Africa. We do not think of
McD'’s as a global biotech company; how-
ever, they obviously see how their business
can cross boundaries. If you currently
work for an international company, seri-
ously consider a global assignment. At
least put yourself in a role where you are
exposed to international aspects of your
business. You will gain real, hands-on
knowledge of your business, cultures,
competitors, and vendors, etc.

2) Possess high integrity and be on the
front end of compliance. Sarbanes-Oxley
is here to stay, and business leaders
understand the regulations, importance,
and consequences of making poor
decisions. Taking five dollars out of the

PAuL FRANKENBERG, E’03, is president
and cofounder of Kraft Search Associates,
LLC, a retained executive search firm
focused in the health care and financial
services industries.
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petty cash fund, and overstating your
sales numbers are considered violations.
Speaking as an executive recruiter, |

can tell you that background checks
increasingly are more extensive and
exhaustive. References no longer consist
of two to three names you give a
recruiter or employer. Those are clearly
biased. Boards and senior management
want to know that we have spoken with
your previous supervisors, peers,
subordinates, industry trade association
heads/ employees, and sometimes
customers. One red flag around
integrity/ compliance can have a career
limiting consequence.

3) Get past the rhetoric around leader-
ship so that you truly understand and act
like a leader. The bottom line is that a
leader is someone people will follow.
When we consider candidates, we define
leadership in a few different ways:

Career path—nhave you been put in roles
with increasing levels of responsibility
and exposure to senior management?

Working with others—have you devel-
oped people around you, so that when
you are promoted or leave, there are one
or two people groomed to take on your
role? Additionally, what do your subor-
dinates and others in your organization
think or know about you?

Visibility—are you known by senior
management and/or the board of direc-
tors? Figure out who is driving business
revenues and expenses and make sure
you have some exposure at the top. The
more you are known outside your func-
tional area, the more your work and
results will percolate upstream to senior
management or the board.

Owen Alums Positioned as Leaders
With the school as the foundation, and
individuals focusing on what it will take

for them to succeed, Owen will in-
evitably see large numbers of alumni
leading health care organizations.

ANTITRUST |
If Merger is the

Answer, What is the
Question?

Doesn’t anyone have any questions for
my answers?
—Henry Kissinger at a press conference

By LukKe FROEB

AFTER WORKING ON HUNDREDS OF
MERGER investigations as a government
antitrust enforcer, it is clear from reading
internal documents
that mergers are
thought to cure a vari-
ety of corporate ail-
ments, including, but
not limited to: under-
diversification; high
taxes; excessive over-
head; limited product
offerings; under-
investment in R&D; 111 R
and my personal :
favorite, ruinous com- it ﬁ
petition. All that is missing from most
offering memoranda is the disclaimer that
the Federal Trade Commission requires
on testimonial ads, “results may differ.”
For some mergers, the value created by
the merger is obvious and well
documented but, for a surprising number,
the analysis is nothing more than a litany
of excuses copied out of a corporate strat-
egy textbook to justify the merger to the
board of directors. If the firm were a fra-
ternity, the junior MBA assigned to write
the memo would be a pledge, and the
memao would be part of the hazing ritual
designed to build what academics like to

INSIDE BUSINESS

call “a common sense of identity.” The
message is that you look for problems only
after deciding upon the solution.

This kind of cart-before-the-horse
analysis causes several problems, the most
immediate being if one of the items on
the list is “eliminate a close competitor.”
Since these documents are all discoverable
in a merger investigation, the analysis
becomes a smoking gun that obligates the
antitrust enforcement agencies to deepen
and widen the investigation. This raises
the costs of regulatory compliance, in
addition to the costs associated with
delay, uncertainty, and attrition. If my
colleagues who study Organizational
Behavior could figure out how to make
the bad employees leave, mergers would
easily pay for themselves but until that
happens, attrition
falls on the other
side of the ledger.

The merging
parties’ response
to these damag-
ing documents is
so common that
it has a name,
the “brain-dam-
aged, middle-
management

- defense.” That it
often works is due to the low expecta-
tions—formed by decades of reading
company documents—government offi-
cials have for this kind of analysis. And if
the enforcement agencies don’t believe
the internal analysis, the merging parties
will find it difficult to put up an effi-
ciency defense to an otherwise anticom-
petitive merger.

The other, more terrifying problem
caused by this kind of analysis concerns
the fiduciary duty of the board of direc-
tors. The problem-whose-name-cannot-
be-spoken can arise when a merger
announcement moves stock price the
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wrong way, and can be defended only by
claiming the decision was made by exer-
cising your business judgment. Even with
the deference given to management by
the courts, it might be hard to hide
behind a memo written by brain-dam-
aged, middle management.

So what should you do when consider-
ing a merger?

The obvious answer is to use your
business judgment. Solve problems by
first figuring out what'’s wrong, and then
choosing the best available solution. For
example, if your price is too high because
it costs too much to purchase a crucial
input, figure out why. If the high price is
caused by the “double markup” problem
(two independent producers, marking up
their products without considering the
effect that their prices have on each
other’s demand), then merger or acquisi-
tion can solve the problem by bringing
pricing authority under common man-
agement. Turn the upstream producer
into a cost center, and transfer the prod-
uct at marginal cost to the downstream
division. If merger is too costly, consider
a long-term purchasing agreement that
specifies a low sale price and shares profit
with the upstream producer.

This is not rocket science. There are a
host of good reasons to acquire another
company, but acquiring a company sim-
ply because it is profitable or has a large
share is NOT one of them. Profit or share
is worth just as much to the target com-
pany’s shareholders as it is to yours. And
unless the acquired firm is worth more to
the buyer than it is to the seller, there is
no reason to transact. If you have a good
reason to buy, identify it and document
it—before you buy. Not only will this
lead to better decisions, it may help you
avoid legal problems.

The movement of assets to higher-
valued uses is the wealth-creating engine
of capitalism. Our biggest and most valu-
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able assets are corporations. That we can-
not document, for many mergers, a good
reason for their movement is a stain on
our corporate reputation.

This article first appeared in the March
2006 Mergers and Acquisition Journal.
Reprinted with permission.

Luke FroEB, the Margaret and William
Oehmig Professor of Entrepreneurship and
Free Enterprise, served as chief economist of
the Federal Trade Commission for two years
where he managed more than 100 civil
servants dedicated to tearing down barriers
to competition (often erected by well-mean-
ing bureaucrats), in addition to enforcing
the antitrust and consumer protection laws
of the United States. In July 2005, Froeb
returned to Owen and teaches in both the
MBA and Executive MBA programs.

L AW AND BUSINESS |
Mass Torts:

A Question of
Settlements

BY RICHARD NAGAREDA

FOR THE PAST TWO DECADES,
the law has struggled with the
problem of mass torts. In fact, it
is difficult to open a newspaper
in recent years without reading
about some manifestation of the
problem. Mass tort litigation
sweeps broadly, involving such
products as ashestos, the Viet-
nam-era defoliant Agent
Orange, silicone gel breast
implants, and the diet drug
combination fen-phen, to name
a few examples. Even the gov-
ernment itself has become
involved in mass tort litiga-

tion as a plaintiff, suing the tobacco indus-
try for the additional costs to public wel-
fare programs arising from
smoking-related disease and suing the
firearms industry for the costs to public
services stemming from gun violence.
Concern over mass tort litigation is among
the considerations underlying policy
debate over the Class Action Fairness Act
and proposed asbestos reform legislation.
The important questions about mass
torts are not so much questions about
litigation but questions about the design
and implementation of settlements. The
big open question in the law of mass torts
today is how to design arrangements to
replace litigation over a given product
with private compensation systems that
pay claims based upon predetermined
“grids” that match the claimant’s condi-
tion with a compensation amount. These
arrangements seek to bring “peace” to
entire areas of mass tort litigation by
putting into place a kind of miniaturized,
privatized version of workers’ compensa-
tion. Yet, the principal designers of these
private compensation systems have not
been legislatures or courts but,
instead, sophisticated private
lawyers—entrepreneurial personal
injury lawyers and their counterparts,
who defend corporate manufac-
turers. The real story of
mass torts today is the
story of how these
lawyers have come to

Continued on page 70
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Tim Vogus® Mindful Organizing
Scale helps to enable a safety
culture in hospitals.

e —
Safety IS Nlo Accide

ACCORDING TO THE INSTITUTE OF MEDICINE, upwards of 98,000
people die annually from medical error. At Owen which this year
launched its Health Care MBA, Tim Vogus,
management in human and organizational performance, turned
his attention to the problem. Vogus devised a 9-item measure of
behaviors, The Mindful Organizing Scale (MOS), which helps to
enable a safety culture in hospitals. Mindful organizing, he says,
“entails fostering collective vigilance through ongoing discussion of
system vulnerabilities and possible high risk situations before errors
occur. Nurse managers can enhance mindful organizing by creat-
ing structures sufficiently flexible to respond to a crisis and ensur-
ing that nuries are intimatefy T’a%he skills and
competencies of their colleagues.” S fills an important gap

in assessing the behavioral unde'fplr;angs ofa hospital unit’s safety

culture, he adds, and “the items are n'JibIe in the sense they

entail concrete behaviors that can r be changed by RNs and

influenced by nurse managers'throu ow they manage their

employees on a daily basis.” eve Vogus acknowledges
achieving a safety cull r';sonly part of the solution to reduc-

ents; computerize sician order entry (CPOE) and

ng is also key. Paul Keckl executlve director of

or Evidence-based Medlcme, who also

e program, points out that more than

one-third of hosp ; including Vanderbilt University

Hospital, have begun u ems to reduce medica-

tion errorsin d timeliness, a ion
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Five Rings of Hell

Despite Many Challenges, “World Inc.” Still
Produces Mankind's Best Party
By MICHAEL KIAKIDIS,*90

INFORMED OPINION

HEN DANTE, AN ADMIRER
OF ANCIENT GREEK SPIRIT
and philosophy, wrote the
Divine Comedy, the notion of
the modern Olympic Games,
revived by romantic scholar
Pierre de Coubertin in the
19th century, was in the dis-
tant future.

Dante’s description of the
circles of Hell in Purgatory—
the closing volume of his
monumental triptych—
applies well, however, to the
conception, running, prepa-
ration, and execution of all
modern Olympiads.

For the layperson, the
Olympiad represents the
romantic notion of fair play,
concordance, peaceful com-
petition through sports. Altius, Fortius,
Citius: Higher, Stronger, Better. Human-
ity together in peaceful competition.

For stakeholders of the endeavor, it
represents a booming multi-billion dol-
lar business.

And for a business person, the ques-
tion might naturally arise: How are
the Olympic Games, in the way they
have evolved to their present status,

any different from any major, multina-
tional corporation?

I would argue that the modern
Olympic Games is a company with a
“product” it sells to billions, a brand to
promote and protect, and a number of
“offices/factories” around the world set
up especially for each occasion. It is by far
THE biggest and most international cor-
poration, with the strongest brand name
on the planet. Recent market research

MicHAEL KIAKIDIS, 90, was an executive of the Non-Competition Venue Operations
Department of the Athens 2004 Olympics Organizing Committee (ATHOC 2004). During
his two years with ATHOC 2004, he worked with a number of teams in operational plan-
ning of key non-competition venues, including the nine official Olympic Family Hotels (10C,
NOC, IF, Athlete) around Greece. He also worked with VIP and special IOC guest hospital-
ity. During the Games, he was venue manager for two of these hotels in Athens, hosting IOC
and NOC members and their equivalent offices/operations in Athens during the 2004 Games.
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shows that the five circles are one of the
top five recognizable symbols interna-
tionally.

To gain insight into how the Olympic
Games work, one has to better under-
stand who the customers are of this cor-
poration and the dynamics among them.

Sticking with Olympic protocol, we
may award medals to involved parties:

 The gold medal definitely goes to the
International Olympic Committee
(I0C), based in Lausanne, Switzerland.
The Immortals (so called because they
hold the elected position and benefits for
life) are the holders of all Olympic trade-
marks and therefore regulate the “produc-
tion” process. The IOC is in effect an
“executive board” with all the accompa-
nying procedures and benefits.

* The silver medal goes to the IFs, or
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International Federations (eg, FIFA, FIBA,
FITA, FISA, etc.) and National Olympic
Committees (NOC) that regulate all disci-
plines and group under them country
sports federations. Without them there
would be no Olympic Games. They
approve if, when, who, and how Games
will be done.

« The bronze goes to the Athletes.
Although the heart of the Games, if the
10C and the IFs/NOCs do not approve
them, they do not participate.

Out of medal contention but still major
players: the Sponsors. No sponsors, no
Games. There are several tiers of sponsors:
international, national, local, contributors,
etc. Usually, before the Games are granted
to a certain country, at least most interna-
tional sponsors have signed up directly
with the IOC.

Then there is the buzz. Olympic
Games need to make a LOT of noise—it
is a USP of the “product” sold. Games are
conceived to be mankind’s party, and any
party has to come and go with a “bang.”
We invite therefore our next player: the
Media. Written and electronic press have
played an increasingly important role in
the “success” or “failure” of the Games.
Both the IOC and hosting countries
indulge journalists in hopes of a “good
Game image.” For the IOC, that means a
“well wrapped” product for billions, with
TV rights being the biggest money maker.
For the host country, it is a way to pro-
mote itself around the globe and to “fire-
prevent” in case of organizational failures
or major goofs during the Games. If
something goes wrong, a good relation-
ship with the media helps tone down

problems that arise and helps save face for
the country.

Last but not least is the key 10C “cus-
tomer”: the Host City (HC) and the Host
City Olympic Games Organizing Com-
mittee (HCOGOC). Within the HCO-
GOC there is permanent staff, seasonal,
sub-contractors, and volunteers. Thou-
sands of them.

This medley is the “factory,” the ones
that come up with an organizational plan
to deliver the product to the world. It
would be no exaggeration to say that the
10C “sub-contracts” the Games to the
HC and the HCOCOC and expects
everything to be delivered according to a
general blueprint of specifications given by
the 10C.

The Playing Field
What is unique from a management point
of view is how short lived each HCOGOC
is. Unlike a normal start-up,
where great effort is made
to enter the market
slowly and attain a
breakeven point,
the typical HCO-
GOC will live for
amaximum 4-6
years (including
candidacy years), ok
the last two of *Iﬂ
which it will mush-
room from 80-100
employees to 50,000-
70,000, including volunteers. The
last year is the most productive and impor-
tant in terms of expenses.

This philosophy and structure of the

AL

HCOGOC poses some problems, notably
in the area of employee motivation. Most
contracts are fixed and bonuses tied into
the initial contract upon “successful” com-
pletion of the Games. Average employee
age is low (20-28 years) because of the
nature of the event, and salaries are higher
than market average due to the short
employment horizon, offering a strong
incentive for prospective employees to
jump on the bandwagon, in full awareness
of the “expiration date” of this job. But
there is no job evaluation at the end of the
year, or extra bonuses if the “business”
goes well.

The “Olympic investment” of any can-
didate city is astronomical. If you think the
cost of health care is spiraling upwards
worldwide, look at the cost of Olympic
Games. Athens, which hoped to have
“human scale, simple Games” reached
nearly a whopping 9 billion EURO

(approximately 11 billion US$) and
Sydney did not fall under 5 bil-
lion US$. This is much more
than the GNPs of many

developing countries!
However, when we talk
> § about Olympic Games,
* we leave planet Earth and
like astronomers talk
% about LARGE numbers:
=7 tens of thousands of HCO-

GOC employees, thousands

of athletes, hundreds of coun-

—

> !3? tries, billions of EURO, million

kilos of food consumed at the Olympic
Village, hundreds of cars and buses used,
hundreds of miles of fences and... dozens
of new records.
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