Beating uncertainty in business
Over the last 20 years uncertainty in and around the world of business has increased. Companies are no longer sure how to react to the changes taking place. 

This uncertainty raises vital questions. What should your managerial priorities be? And, first of all, what are the underlying causes? Here are a few which I find important:

Globalisation is a change facing all businesses. The world is bigger and smaller at the same time, the rules are changing; outsiders penetrate our niche and we have less control. 

Capital is no longer a critical production factor. The capital market has become a buyers market. There is no reason to pay more than the market price.  In the past, capital defined management’s top priorities. A company had to be good at finding capital, using it and had to maximise its remuneration. Yet, in today’s world these are the wrong priorities. The critical production factor now is human talent. This means management has to maximise the use and the availability of human talent, not maximise capital. 

At the same time, the Law is still reinforcing the power of the shareholder, who is the capital supplier. That creates a serious dilemma for corporate management. If the share price drops, you become vulnerable to predatory behaviour. CEO's are caught between a rock and a hard place. For business success, a company should be run to maximise the use of human talent. Yet, one stakeholder has the power to enforce management behaviour that aims at reinforcing the share price.

As a result, management is pushed into reaction patterns that become recognisable across very different industries. 

The first one is outsourcing. Outsourcing increases efficiency; it allows companies to produce goods and services at a lower price and without employing full-time staff. Outsourcing is popular with the (institutional) investor: sacrificing people usually increases your share price considerably.

Secondly, and in an apparent contradiction (firing and hiring at the same time), we see that many companies increased their recruitment qualifications over the last decade. That makes good business sense. If human talent is your determining factor, it is logical to try to fill your company with high-quality people. 

A third reaction is that many companies, especially in the US, are devoting a lot more attention to training and development programs, trying to make the most of their human talent.

The use of consultants is another upward trend, be it a rather more doubtful one. Rather than looking inside the company for the necessary talent and knowledge, management is trying to buy it piecemeal off the shelf.

But the most doubtful reaction pattern is growing in popularity, sometimes for the most doubtful of reasons. It is to go for the option of mergers and acquisitions. Once you strip away the hype, mergers seem to have one or both of the following purposes:

· to merge to get bigger

· to merge to get talents and knowledge.

The need to become bigger has overtones of “If I’m bigger it will take me longer to die.” That is not a positive premise for doing business. Neither is the assumption that you can buy knowledge as if it is a thing. The trouble with knowledge is that it is the result of learning- and learning has to be undertaken by the people involved. 

It also concerns me that so many companies would favour mergers and acquisitions in the face of evidence that they stand a high chance of failing. In the late 1980s, Michael Porter studied thousands of mergers and acquisitions in the US over the previous 20 years. He found a failure rate of 70%. A Dutch study carried out a few years ago showed a failure rate of 60%. Consultants KPMG also conducted a study more recently and they found a failure rate of 80%. This means that in the best scenario the possibility of your merger succeeding is one in three. To me that smacks of gambling, not managing. 

Moreover, is it really good management to react to an uncertain world by merging when evidence shows that it seriously damages the human community in your company? After all, success in business today is dependent on having a cohesive community with high trust levels. 

In a world in which human talent is the key factor for success, human talent is going to be scarce. 

Look what is happening in the world of football: there is a desperate search for the talent to make a team successful and the price of this human talent is rising higher and higher. At the same time, more and more football clubs are becoming limited liability companies. Those in charge of these clubs face the same dilemma as that faced by business CEO's ñ trying to balance human talent and the interests of their shareholders. The resulting tensions have seriously weakened all but a few top performing clubs. Similar developments are becoming visible in the world of business. It is this contradiction of capital becoming a commodity and the increasing need for companies to avoid the legally-based vulnerability of a low share price that is at the heart of the problem.

We need to let go of some of the tenets that have guided companies over the last 100 years. We cannot solve problems at the level at which they were born. We have to change the language of business to reflect the top managerial priorities of today.
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