Don’t sail solo

While there may be glamour and excitement in living on the edge,
going alone is not always the wisest strategy.

The life of a business entrepreneur has been likened to that of
a solo around the world sailor. Visions of standing alone at the
helm, navigating a lonely and challenging course, braving
brutal storms and becalmed waters, are mixed with luck to
arrive at the finish line battered but triumphant.
The path that solo sailors take is certainly not an easy one.
Certainly they alone must control and maintain the boat on
course, maintaining peak speed, keeping the equipment in
good working order, rationing the supplies, over coming any
logistical or medical emergencies .. all without any company.
Putting this into perspective is that more humans have been
propelled into space than humans solo circumnavigating the
world.
Regardless of those images of intrepid sailors going it alone,
we tend to forget all the preparation and people involved in the
background. There is years of training and practice but behind
the scenes the professionals are required. Planners, boat
builders, riggers, sail makers, navigators, weather forecasters,
media spokespeople, fundraiser, merchandisers and more.
Entrepreneurial businesses need people too.

A crack team of experienced professionals with the combined
skills to cover the essential and changing needs of the
business are required as it grows.
But what skills, provided by whom and under what terms?
So how do SME entrepreneurs and owners ensure they have
the right team with the right skills at the right time?
Be Strategic

Rather than focusing on people the first step is to complete a
skills audit of the business and assess what you have and what
you are missing in the skills department.
Let’s have a look at the background, thinking and experience
around the sort of team you would like, need and can fund.

Five years ago David was frustrated. He
wanted to take his business to the next
level of about $15 million in revenue and
he concluded that ...
”I needed some strategic advice in a
number of areas and I wanted to
bounce ideas off people with
experience that I lacked”.
David’s legal and accounting advice
recommended he appoint additional
people with experience to his Company
Board of Directors.
After some thought he began to wonder
of this was such a smart move.
“I needed strategic assistance not
more people in the bureaucratic
system. I needed provoking and
enlivening not more boring
procedural meetings. I needed
value for money, not more
insurance and paperwork. When I
looked into the reality of the action
that I was being advised to
undertake, I discovered it was very
complicated and expensive to set up
a formal board, especially with all
the legal requirements with ASIC.”
Outsiders Offering Advice.
Your company is seeking advice and
assistance but you don’t want the clock
ticking in the background all the time
when you need assistance.
Your current legal and accounting
providers are great at what they do, you
want more than just the hourly billing
advice?
There are people you’d like involved in
your business but how do you get them
involved and under what arrangement.

What about a Board of Management?
You may or may not have heard about
Advisory Boards or Boards of
Management that can provide
businesses with the benefits of a Board
of Directors, without the expensive
salaries.
While “Advisory” and “Management” are
terms that may fit with your current
thinking, there is a new term that has a
more suitable impact upon the concept
at hand and the resource being sought.
Before we progress to that change it
may be prudent to look at what it is you
are seeking.
• What does your business do when
it’s looking for assistance outside it
core competencies?
• What if you needed some ideas
about something that was causing
you grief with a specific issue?
• What if you could appoint a
professional covering that area and
pay them for their time?
• But at what cost and how long to
bring them up to speed?
• What if you needed that support
and skills for a 12 or 18 month
period and then again in say 3
years?
Enter your “Strategic Council”
A Strategic Council is a group of
people who work with the Directors and
Management team in areas that the
business needs additional skills,
understanding and most importantly
strategic thinking. The areas may cover
human resources, risk management,
marketing, distribution, finance or
insurance.
But why appoint people to a Strategic
Council when you could just pay
someone for an hour and get on with
business?

Value is everything.

Professional Advice vs Think Tank

At this level of business the need for
ongoing contact, value is paramount.

Your accountant and lawyer are
consulted for their professional advice,
which is given with all the thinking of
protecting your business, and
themselves, from potential legal
consequences.

David spent some time working on
where his deficiencies were as much
as where his business strengths
were that needed to be built on.
He focused on appointing three
prominent people in his business’s
industry sector to the Council: one
for industry expertise, another for
international trade and the other for
strategy skills. Although they are
not directors, he pays them
$20,000 a year for two to three
hours a month, but says he can also
call them 24 hours a day, which he
hasn’t done as yet.
The usual contact point for Strategic
Council members is via the quarterly
Council meetings that are held, although
depending on issues that may be being
faced, the business may utilise phone
and email as well. Strategic Council
meetings are also attended by the
management team and from time to
time the accountant and lawyer also
attend.
“I get all the benefits of a board
without the drawbacks.”
Most private small businesses do not
have formal company boards, which
include independent directors who are
registered with the Australian Securities
& Investments Commission (ASIC).
The most common question asked of
people like David are ... “why aren’t your
accountant and lawyer aren’t on the
Council”

What you are seeking is free wheeling,
idea generation, possibility thinking
coming from different directions to
bombard the Directors and
Management.
The people delivering this are less likely
to do so if they are “consultants”

Your business ... Your Decisions
David’s view again is cause for
reflection
“The two key resources in our
business are our accountant and
lawyer and to have them on the
Council would to my way of
thinking be overkill. I already have
access to them and their specific
technical skills after the idea
generation stage, so why not use
the business resources to tap a
wider pool of knowledge. Without
being negative I see their role as
being compliance focused,
protective of our business, not
having the intimate industry
knowledge, access to networks and
strategic vision that I am seeking.”
David’s view follows the philosophy that
... in the end it’s your business and your
decisions to make and implement, not
your Council or profession support
team.
With many businesses seeking growth
paths that expose them to new and
vigorous competition, they need much
more information to make important
business decisions and the skills to run
an expanding business.

A quick financial overview.

Others Say

While these numbers are ball parks for
this example you can see the thinking
behind the Council concept.

Some comments from clients who use
this concept of Advisory Boards include

For example you may need marketing or
human resources advice, and instead of
saying, 'I will pay you $X to sit on my
Board of Directors', you say, 'I will pay
you as a Council member'.
A Council member generally costs far
less than a director as the cost of paying
a non-executive director can be between
$45,000 and $60,000 a year, including
insurance. The principal risk associated
with Directors is financial.
It is very hard to set up an experienced
board because Directors are exposed,
personally.
What’s in it for the Council?
Why do people accept the role as a
member of a Strategic Council?
Ian, who is on four such Councils, sums
it up most succinctly when he says ...
“all care and no responsibility”
“I joined the first Council as the
business had a need for my skills,
I’m not in the business as a
professional advisor, I run my own
business, but I could bring some
challenging thinking to the table and
walk away afterwards without the
weight of the decisions on my
shoulders.”
Michael comes from a different view ...
“A Council member is like, being a
coach, mentor, provocateur rolled
into one. In the end the Directors
and Management have decisions to
make as a result of our thinking.
Making decisions isn’t our role.”

"The amount of people they have
put me in contact with has been
amazing,"
"I don't have a proper board
because every cent counts. I am a
very lucky business owner.
However seeing I don’t pay them
on an hourly basis, I do pay for all
meals and accommodation and
travel when we meet.”
"They are also very supportive in
helping us not make mistakes, and
one trains me in management."
“I get an outside perspective on
what I’m doing or could do with
various aspects of the business.
They bring to the table much more
than just an advisor”
When it comes to businesses
restructuring, equity raising, making
acquisitions or selling off assets, the
benefit of having a Strategic Council is
unequaled. History shows such groups
as being instrumental in revenue
increases of 50%, profitability
turnarounds of 200%.
Focus on getting people on your Council
who will benefit as much as you do, let
them gain some experience as well.
Bill, another client says ...
"One of the people on my advisory
board needs to know what's
happening in the industry, this is
his window into my industry".
Another will eventually take equity
in the company, “I can see the day
when he will say to me, 'I will help
double your business but it's time
to give me some equity for doing
so'."

But isn’t this second best?
The real plus in all of this is that if you
ask someone to join a Board of Directors
they immediately ask themselves …
“what are the legal nightmares I may be
getting myself into?” With a Strategic
Council, you can attract people of
substance who would most likely say no
to joining a Board of Directors.
There need to be some ground rules for
all to remember, the Strategic Council is
just that. They are there to be a
strategic resource for the Directors and
Management not make the decisions as
if they were Directors.
There are not many businesses around
that wouldn't get value from having an
Strategic Council.
When to take the big step?
Before any “outside” equity is invested
into the business it must have a broader
Board of Directors and or a Strategic
Council to protect the interests of the
Company and its shareholders.
Even if you aren’t interested in seeking
outside equity then this is a must do for
most businesses.
When talking to those who have adopted
a strategic approach to the professional
task of guiding a company, have 3 to 5
Directors and a Strategic Council of an
additional 5, depending on the business
and industry.
There is a real reluctance among
Australia's small and medium-size
businesses to appoint formal boards or
either sort. This is due to their sense of
rugged individualism and fear of losing
control.
Before you take the step of setting up a
Strategic Council ask yourself these
questions …

• Am I prepared to be challenged by
ideas given from outsiders with an
open mind?
• Am I prepared to feel uncomfortable
when the spotlight is focused on me
and my business and not take a
defensive stance?
• Am I open to accepting the change
that will occur because of the power of
minds multiplied?
There are many more questions that
could be asked here as this isn’t an
advisory process I’ll leave you thinking
on that for yourself.
How do we set up a Strategic
Council?
Seek out several prominent people in
your industry or area where you could
use additional skills.
Persuade them to join with a compelling
vision and benefits.
Use their names (with their permission)
to attract other high-calibre people.
The Strategic Council should have no
more than five members.
Invite them to regular meetings and
include the management team when
necessary.

Like the solo sailor, tackling the
dangers of the global seas the path of
an entrepreneur can seem solitary,
lonesome and treacherous. In reality for
both to succeed, the strategic team
behind the scenes must be there to
support, and at times, lead them on the
challenge ahead.
By following a pragmatic approach and
engaging the appropriate team when
necessary, the entrepreneurial business
can ensure that it has the right skills at
the right time to get it across the line to
the next challenge.

A Quick Snapshot
A Strategic Council is an informal group.
This is not a board of directors.
It is a group of mentors.
The group has no financial interest in
your firm.
This is a group of outsiders who share
their knowledge to help you be more
competitive, think strategically and offer
specific advice in key skill areas.
First and foremost do NOT accept any
member to an advisory board who is
unwilling to sign a non-disclosure
agreement and a non-compete
agreement. Make it formal and clear in
writing that these are confidential
meetings.
The benefits of an advisory board
include: setting aside time to think
strategically, obtain feedback and
insights from outside the company, and
gather information and expertise from
peers who have knowledge in different
areas than your own.
In general, a three to five person board
will likely meet your needs.

Strategic Council Attributes:
• Objective and honest.
• Knowledge and expertise outside your
skill set.
• A genuine interest in helping you/your
business succeed.
• Problem solvers who are good
communicators.
• Diverse in skills, work and life
backgrounds.
• Top or well-respected individuals in
their field.
• Well-connected with networks that
might be leveraged to assist you.

Legalities/Ground Rules:
• Require a non-disclosure and noncompete agreement.
• Set expectations for the time
commitment you expect & duration of
appointment.
• Provide a written invitation letter and
spell out if there is an honorarium or
not.
• Let each member know the specific
type of assistance you hope to gain
from him/her.
• Always provide a meeting agenda.
This is your elite advisory team.
Respect their time.
• Say thank you. This is mostly an
honorary role. Express appreciation.

Strategic Council Value:
• Identify the result you want from
engaging an advisory board.
• Ask yourself, how will my business be
different in one year, because of this
board?
• Think about the questions you want to
ask your advisors. Prepare in advance
of meetings.
• How often do I plan to rotate
members? Is this ongoing or just a
one time Council?

Looking to expand the skills base at a
strategic level of your business?

To find out how to take the first step
contact me at the details below.

Unsure as to who to choose or how to go
about structuring or facilitating a
Strategic Council?
I facilitate Strategic Councils as well as
contribute to them.

Call: 0400 895 613
Email: hi@andrewyoung.com.au
Visit: https://andrewyoung.com.au

