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A Stinging Office Memo Boomerangs

By EDWARD WONG

he only thingsmissingfrom the office memowereexpletiveslt had

everythingelse.Therewerelinesberatingemployeedor not caringabout
thecompany.Therewerewordsin all capitalletterslike "SICK" and"NO
LONGER." Therewerethreatsof layoffs andhiring freezesanda shutdown
of theemployeegym.

The memowassentby e-mail on March 13 by the chief executiveof the
Cerner Corporation a healthcaresoftwaredevelopmentompanybasedn
KansasCity, Mo., with 3,100employeesvorldwide. Originally intendedonly
for 400 or socompanymanagersit quickly took onalife of its own.

Thee-mail messagevasleakedandpostedon Yahoa Its belligerenttone
surprisedhousandef readersincluding analystsandinvestors.In the stock
market,the valuationof the company which was$1.5billion on March 20,
plummeted?2 percentn threedays.

Now, NealL. Pattersonthe51-yearold chief executivea manvariously
describedy peoplewho know him as"arrogant,™candid"and"passionate,’
sayshewisheshehadneverhit the sendbutton.

"l wastrying to startafire," hesaid."l lit amatch,and| starteda firestorm."

Thatis nothardto doin theInternetage,whenall kinds of messagem
cyberspacarecapableof stirring reactionsandmoving markets.

Latelastyear,for example ayoungCalifornia
investorpleadedyuilty to criminal chargeghathe
made$240,000by sendingout a fake newsreleas




thatresultedin a sharpdropin the stockof
Emulex a communicationgquipment
manufacturer.

But in this case Mr. Pattersorwascertainlynot
trying to manipulatehe market;hewassimply
looking to crackthewhip on histroops.That ——
sometimesequiressharplanguagehesaid,and  NealL. Pattersonthechiefexecutiveof
his employeeknow how to takeit with agrainof | eore -omerationsetoff a

firestormwhenhe senta brusquee-mail.

salt.

i Iu] An E-Mail Reverberates
Businesgprofessorand mgrke_tanalysts A REererales
apparentlyneedmore convmcmg.They are managergomplainingthatthe empty

criticizing notonly Mr. Patterson'singrytone,but  Parkinglot showedhatemployees

- ) ) werenot puttingin enoughhours,he
alsohis modeof communication. expectedo getareaction Buthe

wasn'tpreparedor thefirestormthat

eruptedor thefall in thecompany's

Mr. Pattersomranafoul of two cardinalrulesfor stockafterthe memocirculatedonthe

modernmanagersthey say.Nevertry to hold internet
large scalediscussion®vere-mail. And never,

) Thelast(E-Mail) GoodbyeFrom
ever,usethecompanye-mail systemto convey  :qwb'to His 42 Buddies(March17,
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READERS’ OPINIONS

In Mr. Patterson'sase thisis whattheworld saw: |READERS OPINIONS |

JoinaDiscussionon CareersandWork

"We aregettinglessthan40 hoursof work from a  in UncertainTimes
largenumberof ourK.C.-basecEMPLOYEES.

Theparkinglot is sparselyusedat 8 a.m.;likewise
at5p.m.As managerdl you eitherdonotknow — SetstockQuotes LookUp Symbols
whatyour EMPLOYEESaredoing;or you do not Separateymbolswith a‘:pace
CARE. You havecreatedexpectation®nthe Poriolio| StockMarkets| Mutual Funds|
work effort which allowedthis to happerinside =~ 8ol Cutended BankRaes] Industres
Cernercreatinga very unhealthyenvironmentin
eithercase you havea problemandyou will fix it
or | will replaceyou.

"NEVER in my careeravel allowedateam
which workedfor meto think they hada 40-hour




job. | haveallowedYOU to createa culturewhich
is permittingthis. NO LONGER."

Mr. Pattersorwentonto list six potentialpunishmentsincludinglaying off 5
percenbf the staffin KansaCity. "Hell will freezeover," hevowed,before
hewould dole out moreemployeebenefits.The parkinglot would be his
yardstickof successhesaid;it shouldbe"substantiallyfull* at 7:30a.m.and
6:30p.m. onweekdaysandhalf full on Saturdays.

"You havetwo weeks,"hesaid."Tick, tock."

Thatmessagenanagemengxpertssay,createdcanatmospheref fear
without specifyingwhat, if anything,wasactuallygoingwrongatthe
companyMoreover,it established simplisticgaugeof succesN
measuringvorker productivity by the numberof carsin a parkinglot is like
judginga bookby its word count.

"It's the corporateequivalentof whipsandropesandchains,"saidJeffrey
Pfeffer,a professormat the StanfordUniversity GraduateéSchoolof Business.
"It putsyou at war with your employeesandwith your basictendenciesn
humannature.”

But the morecostly errorwasreleasingsuchaninflammatorymemoto a
wide audienceWhenevera companydoesthatthesedays,it is practically
inviting arecipientto relayit to friendsor evencorporaterivals. At thatpoint,
amessag®ef eventhe mildestinterestto otherswill startchurningthrough
thefarthestcornersof the Internet.

"Sadly,thereis atendencyto overuses-mail," saidE. RalphBiggadike,a
professorat the ColumbiaUniversity Graduateéschoolof Business''l would
notadvocateghe useof e-mail for a problemsolvingdiscussionE-mail does
notreally promotedialogue."

For Cerner it apparentlypromoteda marketupheavalOn March22, theday
afterthememowaspostedon the Cernermessagéoardon Yahoo,tradingin
Cerner'sshareswhich typically runsat about650,000a day,shotupto 1.2
million sharesThefollowing day,volumesurgedo four million. In three
days,the stockpricefell to $34 from almost$44.It closedat $30.94
yesterday.



"While the memoprovidedsomemuchneededaughteron Wall Streetaftera
toughweek,it probablygotoverblownasanissue,"saidStepherD. Savasar
analystwith Goldman,Sachswvho ratesthe stocka marketperformerwhich
is relativelylow. "But it did raisetwo realquestiondor investors.One:Has
anythingpotentiallychangedat Cernerto causesucha seeminglyviolent
reactior? And two: Is this a C.E.O.thatinvestorsarecomfortablewith?"

Mr. Pattersorsaidthatthe memowastakenout of contextandthatmost
employeest Cernerunderstoodhathewasexaggeratingo makea point. He
saidhewasnot carryingoutany of the punishment$elisted.Insteadhe
said,hewantedto promotediscussionHe apparentlysucceededgeceiving
morethan300e-mail responsefrom employees.

GlennTobin, chiefoperatingofficer at Cerner,saidhe hadreadseveral.
"Somepeoplesaid, Thetone'stoo harsh,you'vereally fouledthis oneup,
hesaid."Somepeoplesaid,’| agreewith your point.'"

Mr. Pattersonwho holdsanM.B.A. from OklahomaStateUniversityand
workedasa consultan@at Arthur AndersenbeforestartingCernerwith two
partneran 1979,attributeshis managemendtyleto his upbringingona
4,000acrefamily wheatfarmin northernOklahomaHe spentday afterday
riding a tractorin thelimitless expansef thefields with only his thoughtsfor
company hesaid,andcameto the conclusiorthatlife wasaboutbuilding
thingsin your head thengoingoutandactingon them.

"You cantaketheboy off thefarm," hesaid,"but you can'ttakethe farm out
of theboy."

And his directnessvith subordinatess not necessarilya management
liability. Cerneris a fastgrowingcompanythathad$404.5million in
revenudastyearandmetearninggprojectionsfor thelastfive quartersThe
companysaidrecentlythatit expectedo meetanalystsearningsprojections
of 15 centsa sharefor thefirst quarter.It madeFortunemagazine'sistsin
1998and2000of the 100 bestcompanieso work for in America.

"He hasopinions,"Mr. Tobin, Cerner'sNo. 2 executive said."He giveshis
opinions.He canhavea blunt stylewith peoplewho hethinksdon'tgetit,
who don'tunderstandhe challengeghey'refacing."

March13beganlike anyotherday.Mr. Pattersorsaidhewokeupat5 a.m.



anddid somework athome.Thenhedrovethe 30 milesto Cerner'scorporate
campussevenbrick-andglassbuildingssurroundedy 1,900parkingspaces
atopa hill in northernKansaCity. In the elevator he spokewith the
receptionista womanwho hadbeenwith the companyfor 18 years.She
remarkedhatthework ethichadbeendecliningat the company hesaid,
reinforcinghis own fears.

At 7:45a.m.,hewalkedinto his sixth-floor office andtypedup a draft of the
memo.He metwith a clientdownstairsthenhadtwo managerandhis
assistanteadoverthememo.At 11:48a.m.,he sentit.

It wentup onthe Yahoomessagdoarda weeklater. Analystsbegangetting
callsfrom investors.Theyin turn calledCernerto verify the authenticityof
thememo,thenexchangeda flurry of callsande-mail messagedrying to
divine thetealeavesof Mr. Patterson'svritings.

"The perceptionwasthatthey haveto work overtimeto meettheir quarter,”
saidStaceyGibson,ananalystwith Fahnestocl& Companywho ratesthe
stocka buy andwasamongthefirst to posta warningon Thomson
Financial/FirstCall aboutthe memo."Whetherthat'strue or not, | don'tknow.
Thisis how it wastakenonthe Street."

Someanalystssaythatotherfactorscould havecontributedto thedropin the
stockprice. Theoverallmarketwasshaky.Therewereinvestorsvho wanted
to sell the stockshort,bettingthatit wasreadyfor afall. Oneanalystwas
especiallybearishaboutthe company But evenMr. Pattersoracknowledged
thathis memo"addednoise"to whatwasalreadyoutthere.

At theendof theweek,asthe stockfell, Mr. Pattersorsentout anothere-mail
messag¢o his troops.Unlike thefirst memo,it wasnot calleda Managemer
Directive, butrathera NealNote. It wasbothanapologyto thosehe offendec
anda confirmationof the work-ethic problemwithin the company.

It beganthis way: "Pleasetreatthis memowith the utmostconfidentiality.|t
is for internaldisseminatioronly. Do not copyor e-mail to anyoneelse."
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