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1. Four IITians Meet

Annual IIT Sports Meet, Indian Institute of Technology, Delhi, India

December 1988.

The IIT Delhi player, wearing blue shorts and a white IIT Delhi t-shirt like the rest of his team, posted up on the left side of the basket and received a perfect entry pass from his team’s point guard. He dribbled once, head faked to the middle, and then turned to the baseline and let his shot go.

The IIT Bombay player, wearing white shorts and a red IIT Bombay t-shirt, timed his jump perfectly and swatted the IIT Delhi player’s shot out of bounds.

The IIT Bombay player pumped his fists wildly and let out a primal scream. A cluster of students in the stands cheered wildly. It was the basketball finals at the annual Indian Institute of Technology sports meet, this year being held in Delhi, and the man had dragged a number of fellow students up from Bombay to watch the game so that they could create a ruckus and cheer for him and their campus’ team. The crowd was large and included many girls, something unusual at a school where male students were lucky to see one or – thank Lakshmi, the goddess of beauty and good fortune – two girls in a class of forty or fifty. The game was being played at night, under the floodlights.

The Delhi player studied his rival. He could see that the tendons in his competitor’s neck were taut and bulging. He could see the sweat dripping down from his face, his clenched jaw. The guy looks like some kind of a psychopath or something, he thought. Then he walked calmly to where the referee was standing, ready to hand him the ball to inbound.

Most people watching the game noticed the spectacle of the IIT Bombay player who had blocked the shot carrying on like a wild man. 

Sanjeev Kumar, sitting in the stands, instead noticed the IIT Delhi player’s calm, cool demeanor. He leaned over and asked Vikram Neel, the man sitting next to him, “Who’s the guy on the Delhi team that just got his shot blocked?” 

Sanjeev was enrolled at IIT Kanpur, while Vikram was enrolled at IIT Madras. The two had met after the consolation game between their two campuses earlier in the day. The day before, Kanpur lost to Delhi in one semi-final game and Vikram’s Madras team lost to Apu’s Bombay team in the other. Kanpur had eked out a four-point win over Madras and earned third place in the tournament. The two spectators-turned-friends decided to sit together to watch the final, championship game.

“That’s Ramesh Chaudhary. Someone said he lives right down the street from here. Apparently his father was some bigwig businessman here in Delhi until a year or so ago.”

“And who’s the wild man from Bombay?” Sanjeev asked. 

“That’s Apu Rana. He’s from Bangalore,” Vikram answered. “We played against his team yesterday. Man, that guy is one aggressive, physical player. Our players are all going to be black and blue for weeks.”

“Rana as in former Minister of Defense Rana?” Sanjeev asked, not particularly caring about the man’s style of playing basketball. After he asked the question, Sanjeev ran a pointed finger across his neck as he pulled the corners of his mouth down and made a kgchgchgch sound. He remembered reading about the man’s execution a few years earlier, and the reports mentioned that the man was survived by a son his own age, now living in Bombay, who was destined for IIT

“Yes, that’s right,” Vikram answered again. “Rumor has it that his AIR was two. Two!” Vikram was talking about Apu’s all-India Rank, a countrywide ranking of every student that takes the IIT-JEE, the Joint Entrance Examination that is jointly conducted by the seven IIT campuses every year and is unanimously considered the toughest engineering entrance test in the country. If Apu had an AIR of 2, it meant there was only one person in all of India who took the IIT-JEE test the same year that did better.

“That’s quite impressive,” Sanjeev said, strangely without awe, Vikram thought. “What was your AIR?” Sanjeev asked Vikram.

“Mine? 179. Not horrible, but not a two, either. Good enough so I didn’t have to do civil or textile,” Vikram said, referring to the least desirable civil engineering and textile streams, or subject areas of study at IIT. “I must have studied for the JEE non-stop for over three years.”

“Still, that’s pretty good, I’d say,” Sanjeev said supportively. “Why’d you pick Madras?”

“Well, I grew up in a small town about 75 kilometers from there – Kanchipuram, I don’t know if you’ve heard of it – so it was pretty close to home. Plus, I’d heard that Madras students were known for being studious. I figured I’d fit right in that way.” After a pause, Vikram asked, “Why did you pick Kanpur?”

“I grew up in Gorakhpur, a dismal little town near the Nepal border.” Sanjeev was talking about a town known for its annual plagues of flies and mosquitoes, a town in which even the local tourist office candidly tells visitors passing through on their way to or from Nepal that there are no sights to be seen in the city. “Kanpur was the closest campus to home. I was tempted to go here, to Delhi, which supposedly has the best off-campus life, but in the end I decided to go with Kanpur.”

Sanjeev and Vikram watched more of the game. On the next possession following a basket by Ramesh’s Delhi team, Apu slammed his way through three defenders, missed his shot and complained to the referee that he was fouled. On the possession after that, Ramesh made an impressive touch pass to one of his teammates for an easy lay-up. It was his eighth assist in the game.

“Are you participating in any of the sports? Any of the track events? Football? Hockey?” Sanjeev asked Vikram. In India, football was soccer and hockey was field hockey, not ice hockey.

“No,” Vikram said. “I’m just watching. Some of the guys dragged me up here for the meet. Told me it’d be good to get out, that sort of thing.”

Sanjeev said nothing, but looking at Vikram’s scrawny 5’6” frame and figured it was probably just as well that the guy didn’t try any of the more physical sports.

“What about you?” Vikram asked.

“I’m in the table tennis bracket tomorrow. I don’t know what it is, but I love the game. The combination of power and finesse, offense and defense, all the various spins, you name it, I love it. There’s something about a good long rally, back and forth, k-tick k-tick k-tick k-tick. It’s the closest thing to meditation I know.”

“Hey, maybe I’ll come by and watch.”

Before Sanjeev could answer, the referee blew his whistle, signaling the end of the basketball game. Ramesh’s team won. IIT Delhi, the home team, beat IIT Bombay by a single point.

Sanjeev noticed everyone on the Delhi team shake hands with or give a high five to Ramesh. His teammates seemed to like and admire the guy.

“You played a great game,” Ramesh said to Apu when the two men shook hands after the game, as part of the post-game ritual in which the teams lined up, walked past each other and shook or slapped hands.

“You too,” Apu replied. 

Apu looked at Ramesh closely now. The man was 6’2”, the same height as Apu, but while Apu was built like a bamboo shoot, Ramesh was muscular, though not overly bulked up. A sweat-soaked towel hung over his wide shoulders.

“After we shower, would you like to join me and some friends tonight?” Ramesh asked. “We’re going to a place called Dilli Haat, a food and craft bazaar that’s usually happening this time of night.”

“Sounds great,” Apu replied, pleased to make what appeared to be a new friend.

When Apu and Ramesh walked out of the Boys Hostel, Sanjeev and Vikram walked up to greet them.

“Great game guys,” Sanjeev said. “It’s a shame someone had to lose. You were like a couple of warriors out there.”

“Thanks,” Ramesh said. “This guy really pushed me hard the whole game. My name’s Ramesh by the way. Ramesh Chaudhary.”

“And I’m Apu Rana.”

“Sanjeev Kumar.”

“Vikram Neel.”

“Listen, Apu was going to join me and some of my friends for dinner and drinks tonight. Want to join us?”

Sanjeev looked at Vikram, who nodded back.

“Sure, sounds great.”

Over masala dosa, jhaal, daal bati churma, and other snacks, the four IITians quickly became friends. Like their fellow batchmates, the four had just successfully completed their first grueling semester at India’s famed Indian Institute of Technology, arguably the most prestigious and most selective technology university in the world. Compared to top American universities like Harvard or the Massachusetts Institute of Technology, which typically accept 10 percent of applicants, IIT accepts only 1-2 percent, and the four men knew that they were part of an elite group. 

The four men stayed up drinking their masala sodas and talking until the early hours of the morning, sharing stories about their lives, their histories. Despite their highly dissimilar backgrounds, the four men quickly realized that they had a great deal in common. A great deal.

2. Summer 2005

1st Annual High Tech Leadership Summit, Aspen, Colorado, USA

June 2005.

“You’re a crazy, fucking xenophobe, John!”

71-year-old John Baker calmly brushed a hand through his legendary mane of silver hair. Baker, a prominent venture capitalist in Silicon Valley, had been one of the early ones. He’d started back when the valley was known as the Valley of Heart’s Delight and was famous for its cherry and strawberry orchards. Back when Bill Hewlett and David Packard were literally still in their garage. Back when computers were 1,500 square feet and required a room full of freeze-your-ass-off air conditioning in order to function. Baker had 40 years experience being a venture capitalist, and 40 years experience being ten steps ahead of everyone else.

Having worked closely with people from all over the world, Baker knew that he was certainly not a person unduly fearful or contemptuous of strangers or foreigners. That was not the reason behind his comments. He’d been asked to be a panelist for one of the sessions at the first annual High Tech Leadership Summit, and he’d been asked to share some of the wisdom he’d acquired through his illustrious career. That’s exactly what he was doing as far as he was concerned.

“No, I don’t think I am being xenophobic, Larry,” Baker responded coolly. “I understand that you don’t agree with me. I believe that’s because you don’t see what I see.” I saw the importance of bandwidth and fiber optics, network infrastructure, and storage networks several years before you and everyone else did. I recognized the need for various so-called “front-office” applications back when you and everyone else thought the enterprise applications market was saturated. I saw the folly of most so-called Internet businesses back when you were throwing money at these dot-com idiots. Ditto for the hoards of peer-to-peer and social networking companies.
Larry Cole had also been a VC since the early days, although not quite as long as John Baker. He’d been successful, but nowhere near as successful as Baker, who, Cole thought, seemed to guess right on just about everything. Cole was sick of hearing about how Baker saw things that others didn’t. Especially since Cole himself was one of the “others” all the time.

“Look, John,” Larry Cole said as if lecturing a child, forgetting that Baker had practically written the book when it came to being a venture capitalist, “Nearly half the world’s population lives in China, Russia and India. And these countries – and these people – are now part of the global market economy and many of them are highly educated workers.”

“Yes, I know. That’s exactly my point,” Baker replied, staring at Larry Cole with his piercing steel gray eyes that seemed to see through people, and, as many had said through the years, into the future. “Do you realize that in the entire United States, we have only 140 million jobs or so? That’s it. Between them, the countries you mention have almost 500 million skilled workers! Do you understand what this means?”

Cole said nothing.

Baker continued. “For the past several years, our economy has struggled to produce even the 120,000 jobs per month needed just to absorb the normal flow of new entrants into our labor force, let alone reabsorb folks laid off since the slowdown began. No respectable economic forecast shows the situation abating. In fact, most forecasts show that things are going to get much, much worse.”

Baker cleared his throat and went on. “With nearly instantaneous global communications, deregulation and privatization around the world, the entry of countries like India and China into world markets, we are clearly doing business in a global economy. And I’m not talking about trade. Global trade is good. Good for everybody. I’m talking about the fact that for the first time in history it is viable and practical for U.S. companies to utilize the enormous collection of overseas workers, many of who left Silicon Valley after the dot-com bust and understand our language and culture, and all of whom work for a fraction of what their counterparts in the United States make. This is a recipe for disaster.”

Cole piped up. “Well, I think you’re xenophobic, John. And I don’t think I’m the only one here that thinks that. There’s more to the high tech industry than just the U.S. Most of us are profiting handily from the offshore movement, thank you very much. Our portfolio companies are showing huge cost savings and hence much improved profits, or at least smaller losses than they would otherwise report. You’re just totally ‘out there’ on this one, John.”

Baker, who had been tracking the “global sourcing situation” as he called it for years, was about to respond when the panel moderator jumped in to avoid a scene between the two men. The moderator quickly read another question submitted by someone in the audience, one having to do with the keys to receiving a high valuation when receiving funding. As if anyone asking that question stood any chance of getting funding in the first place.

While one of the other panelists politely responded to the funding question, Baker regulated his breathing in an effort to control his frustration. He’d been talking about the global sourcing situation and the possible future it held for the U.S. for over a year, but nobody seemed to care much. Everyone seemed so focused on the short-term and shareholder-related benefits of moving work offshore, they just didn’t – or wouldn’t – see the big picture, the future. But he could see the future, or at least one possible future, and it haunted him.

In the back of the room, Apu Rana sat quietly. He was pleased to hear Cole’s vehement pushback to Baker’s comments. He was heartened to see that most of the room, which was filled with 500 of the most important executives, analysts, VCs and power players in the high tech industry, seemed to agree with Cole’s assessment, not Baker’s. Still, Baker was a worry. He would make a formidable competitor.

Four Seasons Resort Maui at Wailea, Wailea, Maui, Hawaii, USA

June 2005.

Back when they all graduated from IIT, Apu, Ramesh, Sanjeev and Vikram agreed to meet at least once every year, both to vacation together and to strategize about their careers. Someone suggested June and it had stuck. For the first five years, the men did little more than enjoy their vacations together, occasionally asking each other for a bit of advice on one topic or another. Lately, camaraderie and rest and relaxation had given way to longer, more intense strategizing.

For their annual summer vacation and strategy session in 2005, Apu recommended that Ramesh, Sanjeev, Vikram and he go to the Four Seasons Resort in Wailea, which was the site of Maui’s finest beach and sunniest weather. He loved the resort’s dazzling views of the Pacific Ocean, the idyllic waterfall pool, the white, tent-like poolside cabanas, and the never-ending poolside supply of cool towels and Evian spritz service. Apu could never get over the idea that people were paid to walk around and spray cool water on sunbathers at the pool. Wolfgang Puck’s chic Spago Restaurant was also something he looked forward to every time he vacationed at the resort.

The four men agreed to meet for dinner at 7:00 p.m. Saturday night at Spago. Each made their own travel plans to incorporate as many or as few vacation days as their individual schedules would permit. 

Sanjeev arrived mid-day Saturday and after checking in spent most of the afternoon meditating in the hotel’s Japanese-inspired garden. Apu arrived an hour after Sanjeev and spent his afternoon lying in the sun, bikini watching, and watching the scuba diving classes that were being held at one end of the upper waterfall pool. Ramesh, who arrived late the same day, took a massage in one of the oceanfront hale and had a light dinner on the beach at Ferraro’s.

Vikram arrived the night before, having arranged to play two rounds of golf on Saturday. He played so much golf as a part of doing business that he’d actually gotten down to a respectable six handicap, and had become quite addicted to the game. It was the only vice he allowed himself. Starting at the crack of dawn, Vikram played his morning round on the easier Blue Course, with its generous, wide fairways. Vikram didn’t play particularly well, but enjoyed the spectacular vistas of Maui’s natural ocean and volcanic wonders offered by the course’s meandering fairways. After lunch, some stretching and another bucket of balls on the driving range, Vikram played the considerably more difficult Gold Course in the late afternoon. The course, architected by Robert Trent Jones, Jr., was made for players seeking a real challenge, and required every ounce of Vikram’s golf prowess. He shot an 81 and was thrilled.

As scheduled, the four men met at Spago Saturday night.

“How are things going for you at Macrosoft, Apu?” Ramesh asked after the four men had ordered and the waiter had left.

“Good. Very good in fact. Bill is depending heavily on me these days. We’ve met our schedules for our last six or seven big releases for both the operating system and the office productivity product suite, so he knows I’m dependable.”

“Is he going to step down soon? I’ve heard rumors that he’s thinking about staying on for several more years.”

“I think he’s gone within a year, maybe as little as six months. He doesn’t have the same passion and drive that he used to have, and he knows it. And he’s the type that can’t stand to do something half-assed,” Apu opined.

“Is there anyone else he might choose as his successor?” Sanjeev asked.

“I just don’t see it. I mean there’s Steve, but he is such a blowhard. A real loudmouth. I just don’t see Bill handing the reigns over to a guy like that. Maybe in a parallel universe or something, where his market share-induced testosterone gets the better of him, but, no, he’s way too focused on technology and getting a world-class technologist at the helm to choose anyone but me.”

“Sounds like things are going well for you, then. That’s great.” This from Vikram.

“Thanks but, you know, I’m worried about Baker…”

“There’s nothing to worry about. You said yourself, nobody’s listening to him,” Ramesh said with more confidence than he felt.

“I’m still worried about him. He is one hell of a smart guy.”

“I agree,” Sanjeev said, “but there’s nothing we can do about John Baker right now. I suggest we keep focused on the things we can control – or at least the things we hope to control very soon.”

“That makes sense,” Vikram said.

“Since you’re likely going to get to lead the way,” Ramesh said to Apu, “we should talk about what move you should start with, when you get the chance.”

“I agree,” said Sanjeev. “It needs to be considered ‘big’ by the industry since we want to really kick start things and get some momentum going quickly. It’ll help the rest of us when our turns come. But we can’t aim too high or your Board will push back and won’t go for it.”

Ramesh followed up on Sanjeev’s analysis. “It needs to be a product development group, too. Moving customer service or technical support just won’t have the same impact.”

Apu added, “To Sanjeev’s point about not scaring my Board, it definitely can’t be my platform group. The Board will see it as a Sacred Cow. I’ll have to wait on that group, likely for quite some time.” Apu was talking about his old development group within Macrosoft, which was responsible for developing the company’s flagship operation system products. The group’s products were installed on 90% of all personal computers, a rapidly growing percentage of server computers, and contributed over 40% of the company’s revenue and over 70% of its profits.

“It can’t be a group that your Board can successfully argue must remain in the U.S. for content or cultural reasons,” Vikram said. “For example, I doubt you could move your gaming division. I can easily imagine your Board saying that only engineers in the U.S., close to the American teenagers and young adults that play the games, are capable of developing good games.”

“So I think we’re talking about starting with my office productivity group,” Apu concluded for the group. He was talking about the product development group within Macrosoft responsible for the company’s word processor, spreadsheet, presentation graphics and email products. Contributing 30% of the company’s revenues and 25% of the company’s profits, the group was the second most important product development group within the company after the operating system group. Big, but hopefully not too big. It also satisfied Vikram’s concern: word processors, spreadsheets and email were generic applications, pretty much the same around the world.

“I agree,” Sanjeev said.

“Me too,” Vikram added.

Ramesh banged his palms down on the table and said, “Once you’re in a position to make it happen, it’ll be huge. It’s going to be epic.”

Apu liked the sound of that.

3. Apu Rana

Seattle, Washington, USA

September 2005.

After so many years as perhaps the most successful VC on the planet, John Baker was used to having people come to him. But he supposed that Apu Rana, the new Chief Executive Officer of Macrosoft, the world’s largest software company, was now in a position of power himself. And so Baker got on a United Shuttle and headed up to the Macrosoft offices in Seattle.

Apu Rana’s executive assistant received Baker’s phone call the day he’d been named CEO. Baker’s call was one of hundreds, most of which would not be returned, or which would be returned by a scripted phone call from his executive assistant. But Apu knew that he would have to return the call from Baker. Apu’s return call, plus a brief exchange over email between the two men’s assistants, had led to their meeting.

Baker had first heard of Apu in 1998 when, at age 28, the boy-genius was promoted to the role of Architect within the platform development group at Macrosoft. Apu was apparently known for being even smarter than all of the other already super-smart Macrosoft engineers, consistently coming up with one breakthrough technical idea after another. Once a manager, he quickly gained a reputation for getting his product teams to finish their products on schedule, with high quality and minimal feature loss between initial specification and production product. He was also known for being extremely arrogant, which didn’t necessarily make him much different from any other Macrosoft employee.

Baker had seen Apu’s picture on the Macrosoft website. He had dark brown skin, darker brown hair, and even darker brown eyes, and he had a flattened cauliflower-like nose that marred an otherwise handsome face. His picture had been on the site since 2000, when at age 30 he’d been named Chief Technology Officer, or CTO. In 2002, Apu had been named Sr. Vice President of Software Development. And now, in 2005, he had been named to succeed Bill Nand, the founder and long-time CEO of the company. Apu had a reputation as being every bit as intelligent as Nand. And every bit as aggressive, too. Company insiders, the press and industry analysts all felt Nand had selected his successor wisely.

After making Baker wait ten minutes, Apu walked out to the waiting area within his executive suite to greet Baker. At 6’2”, Apu was four inches taller than Baker, but Apu noticed that even at age 71, Baker still held himself fully erect, an unconscious physical manifestation of the confidence that comes from over four decades of success.

The two men shook hands.

“Thanks for coming up,” Apu said to Baker.

“No problem,” Baker fibbed. His advanced age hadn’t slowed him much, but it had started making air travel uncomfortable.

“Come on in. Would you like something to drink? Coffee or some water?”

“Water would be great, thanks.”

Apu’s well-trained assistant rose to fulfill the distinguished visitor’s request.

“Make that two,” Apu said to the woman as he and Baker walked into Apu’s spacious office.

Once seated in two of the four black leather chairs in one corner of the room, Baker said, “Thanks for seeing me. I know you must be incredibly busy in your new role and with all of your new responsibilities.”

“No problem,” Apu fibbed just as Baker had done earlier. He was busy as hell, but felt like he should take the opportunity to see where Baker’s head was at. To see just how focused the man was on his now-famous “global sourcing situation.”

Apu’s executive assistant came over to where the men were sitting, placed two cold half-liter bottles of water on the glass coffee table, and silently retreated from the office.

“In any event,” Baker said after Apu’s assistant had left, “I’m sure you have many issues to attend to, so I’ll get right to the point. I want to know what your plans are with respect to moving jobs offshore.”

Apu was not surprised by Baker’s directness. He’d witnessed it at the Leadership Conference in Aspen a few months earlier. And even if Apu hadn’t witnessed it in person, Baker’s no-nonsense approach was the stuff of legend in the industry.

While Baker combined a refined civility with his intense, let’s-get-down-to-business manner, Apu’s attempt at a similar style simply made him come off like a vicious attack dog. Instead of good manners offsetting his impatience, Apu had the bad habits of leaning forward aggressively and often spitting when speaking. People spoke often of how he literally frothed at the mouth when he got excited, like a rabid pit bull.

Apu strained to control his temper. He wanted to scream at Baker. The nerve of this old man, coming to his office, his domain, and questioning him about moving jobs offshore. What business was it of his? The old man was a pain in the ass. But one that needed to be “managed” rather than “bullied”, Apu forced himself to accept.

“I appreciate your directness, John,” Apu finally said, once he was certain his voice would not betray his anger.

Baker nodded. “And?”

“And I can assure you that as CEO of Macrosoft, I take seriously the fiduciary responsibility I have to our shareholders, as well as our responsibilities to our customers and to our employees. I shall strive to make my decisions about all things in that context,” Apu replied in a controlled, measured voice.

Many men would have been intimidated by Apu’s position and power. Perhaps some would have tried to memorize Apu’s comments and attempt to decipher their meaning at a later point. But Baker simply replied, “And what, exactly, does that mean?”

Apu bristled and responded, more forcefully this time, “It means that if moving work offshore is in the best interests of my company, that’s what I’ll do.”

Baker, having noticed the order that Apu had listed the constituencies of his company, realized that when Apu said “the best interests of my company,” he clearly meant “the best interests of my shareholders.” Unfortunately, Baker thought, this was not an altogether uncommon view for most CEOs around the world, although even as he had this thought he realized that he’d benefited handsomely from this very fact. To the tune of several hundred million dollars.

Baker understood the many arguments for moving work overseas. But he still wanted to hear Apu explain his reasons for migrating even more work offshore. “May I ask why? What do you hope to gain from moving work offshore?” I know the arguments; I just want to hear your thoughts.
Apu gave the traditional reason, cost savings. “We can hire college-educated, English-speaking engineers in India for thirty to forty cents on the dollar compared to here in the U.S. That means, even with project management overhead on both sides, we can save half the cost for the same number of people. Or we can have twice as many people working for the same cost. Compared to hiring people here in the U.S., the cost savings are simply too great to ignore.”

Baker replied slowly, “Yes, I agree, there can be some cost savings in certain circumstances.”

“There’s no need to equivocate, old man. There are huge cost savings in almost every circumstance,” Apu flared. “These are highly educated, highly motivated engineers willing to work for less than half of what the spoiled engineers get here in the U.S. It is undeniable. It is inevitable.”

Apu stopped abruptly. Damn, he thought. He knew that he desperately needed to figure out how to control his temper, which had once again gotten the better of him.

Recognizing that Apu had all but snapped, and wanting to allow the man to save at least a little face, Baker stood and said, “Well, thanks for your time, Apu.” He reached across the desk to shake Apu’s hand. “I’ll see myself out.” Then he turned and walked out of Apu’s office.

Apu sat quietly at his desk for a few minutes, replaying his outburst in his head. Damn, he thought again. Damn, Damn, Damn.

Apu made his announcement exactly one month to the day after taking control as Macrosoft’s CEO. After everyone had taken their seats and smeared cream cheese on their bagels at his weekly executive staff meeting, Apu began the meeting with a bang.

“Okay, everyone. Settle down. I have an announcement,” he began. The room quieted. “Effective immediately, we will be moving the office productivity division to Bangalore, India.” The division employed 15,000 people in the U.S.

Apu’s staff murmured amongst themselves. Several gasped. The man responsible for the division, Roger Wittenberg, sat silently in shock, his gaping mouth hanging open like a bigmouth bass. He had just relocated his family from the east coast two years earlier.

“Roger, I want a preliminary plan in place by the end of next week, and I want the migration complete by mid-year next year. Starting July 1st next year, I want us up and running smoothly in Bangalore. Come talk to me after the meeting; I have some ideas about where we can find good engineers in Bangalore.”

Wittenberg was about to ask Apu a question when Apu interrupted, “I want no less than 90% of the group in Bangalore. The only people that should remain here in the U.S. are people holding jobs that truly demand an actual physical presence here in the U.S. Direct sales people, for example. Perhaps a few consultants. You get the idea, don’t you?”

There was nothing that Wittenberg could say other than, “Yeah, I get the idea.” He was not able to keep the sadness from his voice.

“Okay, let’s go to the standing agenda, people. Why don’t you start us off with a status report, Rebecca?” 

As his VP of Marketing sputtered and began speaking, Apu could see that the people in the room were struggling with the news, and having difficulty discussing everyday topics in light of the bombshell he’d just dropped. Tough, he thought. They’d just have to suck it up. By showing them that he expected them to continue to execute, even in the face of such big news, he was setting the appropriate tone. He was showing them how they’d have to lead when it came time for all of them – especially Roger Wittenberg – to percolate the news down through the organization and execute the necessary changes.

At 10:00 p.m. the night of his announcement, Apu sat alone in his office. It seemed like a good time to reflect on his rise to the position as CEO of the world’s largest and most valuable software company.

Seventeen years earlier, as a freshman at India’s famed Indian Institute of Technology, Apu had met Ramesh Chaudhary, Sanjeev Kumar and Vikram Neel. The four men quickly became comrades, and the group had thought that Apu, the most technical of the four, would be well suited to go to Macrosoft when they all graduated. The company was renowned for promoting from within, and promoting based almost exclusively on technical ability. It was a company of smart geeks managed by even smarter geeks, all the way up the org chart to the very top and the company’s legendary founder and long-time CEO, Bill Nand. It was also a company in which aggressiveness was considered a strength, not a weakness. And Apu was nothing if not aggressive.

In 1992, at 22, Apu started as a software engineer on Macrosoft’s first 32-bit operating system. By 1995, he had been promoted and given the “Senior” adjective to prepend to his title. By 1997, another promotion changed the adjective to “Principal.” In 1998, Apu was promoted to the role of Architect, the youngest to hold the title in the company’s history. Two years later, in 2000, he was promoted to Chief Technology Officer. He was one of five CTOs at the company, which then had its product development split into five separate teams. He was twelve years younger than the next youngest CTO.

In 2002, after a re-organization of the Engineering divisions, Apu was named Senior Vice President of Engineering of the company’s newly consolidated Engineering organization. For the next three years, under Apu’s guidance, the 50,000-person engineering organization met their schedules and kept to their budgets. The company’s dominance in the software industry grew to the point where the company owned no less than 60% market share for every one of its products across a wide variety of product areas.

Known for always being the smartest guy in the room, his excellent technical insights and his ability to shepherd dozens of large-scale product development projects to successful, feature-rich and timely completion, Apu was on Bill Nand’s short list when Nand considered retirement in 2005. When Nand finally did decide to step down, Apu Rana was given the nod and became the company’s second-ever CEO in its 23-year history.

From the early days, Macrosoft’s culture was known for what it called “constructive confrontation.” This meant that getting in the face of your coworkers or subordinates was not just tolerated, it was encouraged. The company long believed that the best products came from a culture where everyone was willing to state their opinion openly and forcefully. Apu’s natural aggressiveness made him a perfect fit. During his years as an engineer he was easily the company’s most confrontational employee, if not necessarily the most constructive. This trait did not diminish once he began climbing the org chart.

Apu’s legend within the software industry grew quickly. Stories spread of this ultra-aggressive Indian fellow that nobody could ever outsmart. His technical instincts seemed otherworldly. His ability and willingness to ride his teams hard to make deadlines was talked about with awe by those that had never worked for him, and with grudging respect and resignation by those that had. And he’d been given the helm of the world’s largest and most powerful software company at age 35.

As Apu reflected on his rise within the company, he found himself wondering how much of his success came from his supreme competence, and how much came from the fact that ever since his first day on the job he boldly carried himself with the simple expectation that he would someday run the company. As a cabinet minister’s son, he had come to expect a lofty station in life. And, besides, he’d made a commitment to the others that day 17 years earlier: that he would someday be the CEO of Macrosoft. He would not let them, himself, or the memory of his father down.

~~~~~

At 10:30, Apu picked up his phone and dialed one of the many phone numbers he had written in a little black address book for just such occasions.

“Preethi, it’s me, Apu. Be at my house at 11.”

Apu raced his Porsche 911 along the winding roads to his palatial lakeside estate. He pulled into one of the stalls in his six-car garage, between the Ferrari and one of the Range Rovers. Once inside the house, he put a Ustad Alla Rakha CD in the CD player, and poured himself a glass of red wine. Preethi would be at the house any minute.

Preethi had quickly become one of his favorites. She had big brown eyes and huge, swaying breasts. Even better, she seemed to have no sense of shame, willing to do his every bidding.

Apu was relaxing, listening to the man as famous in India for playing the tabla, an Indian drum, as Pandit Ravi Shankar was around the world for playing the sitar, when the doorbell rang. Apu walked, wine glass in hand, to the front door and opened it. Preethi was wearing a tan overcoat to fend off the chill from the cool, damp Seattle air.

“Hello Apu,” Preethi said.

“Come inside. Take off your coat.”

Without reply, Preethi took one step forward into the hallway. She untied the belt of her coat and then slowly unbuttoned the coat’s buttons. When she opened the coat and let it fall to the floor, Apu saw that she had nothing on except four inch black stiletto heels and the long dangly diamond earrings he had gotten her back when he’d called for her the first time, a month before, when he had been named Macrosoft’s CEO. 

He’d given her the earrings first that night so that she would not object to the things he did to her, and had her do. On this night, he had not given her a bauble, but it was understood between them that he would, soon, like he had each time he’d called her over the past month. He knew she would wait a few days for her reward.

“Kneel down,” he commanded.

Preethi knelt down on the cold Egyptian $5,000-per-square-foot marble floor.

“You know what to do,” he said.

Preethi unzipped Apu’s fly. 

Apu swung the door shut behind her, and looked down at his pretty 25-year-old plaything. He let out a moan.

“Look up at me while you suck, bitch.”

Preethi complied.

Apu looked down and noticed her bindi, the red dot on her forehead. It was made of colored felt rather than the traditional vermilion powder, and was embellished with colored glitter. Apu knew that the bindi is considered a symbol of Goddess Parvati, signifying female energy. He found himself thinking that it would make a good target when he was ready.

Apu finished with Preethi there in the hallway. When he was done, her knees were red and bruised from kneeling for so long on the hard marble floor.

When Apu pulled up his pants and zipped up, he took another slow sip of the wine he’d been enjoying while Preethi serviced him, and then said simply, “You may leave now.”

Apu walked up the stainless steel and glass staircase that led to his massive master suite on the second floor. Before he got to the top of the stairs, he heard the front door open and then click close. What a good little girl that Preethi was, he thought. He’d arrange for his secretary send her something from Tiffany’s when he got into the office in the morning.

4. Current Events, September 2005

Newspaper article from the September 25, 2005 Palo Alto Weekly:

RocketSoft Opens Shanghai Office

Firm joins exodus from Palo Alto

By Donald Burns

RocketSoft, a leading provider of Internet acceleration software, has announced that it will be opening an office in Shanghai, China. Ron Chiu, the company’s founder, Chairman and CEO, said that the Shanghai office would be fully operational by the end of the year and would initially provide 50,000 square feet, or space for approximately 250 people. He also said that the company could expand into an adjacent 250,000 square foot space if desired. The office will initially hold the company’s quality assurance and technical support teams.

Citing Macrosoft’s recent announcement that it will be moving its 15,000-person office productivity product development division to India, Chiu said that RocketSoft was considering phasing out its Palo Alto development team and moving the company’s engineering efforts to the new Shanghai office.

“We’re researching the pros and cons of moving part or all of our Engineering team to China,” Chiu said. “But the fact that Macrosoft has decided to make such a move gives me confidence that the benefits likely outweigh the costs.”

RocketSoft is the fifth Palo Alto company in the past month to announce that it will move jobs overseas.

Newspaper article from the September 27, 2005 Trentonian:

Assembly Bans Government Offshoring

Trenton, New Jersey

The New Jersey Assembly voted 56-24 in favor of a bill to ban state contractors from outsourcing government work to other countries or states. The bill will require all contractors and subcontractors to certify that work for the state will be done by workers in New Jersey. The bill awaits passage by the New Jersey Senate.

New Jersey would be the 33rd state to pass such a law.

5. Ramesh Chaudhary

GBM Headquarters, Albany, New York, USA

March 2006.

As he had with Apu Rana at Macrosoft, Baker put a call into Ramesh Chaudhary when he heard the news that the man had been named CEO of Global Business Machines. Ramesh had returned his call within an hour, as if he’d been expecting it. And as he’d done with Apu in Seattle, Baker reluctantly boarded a plane to meet the newly crowned CEO. This time, Baker flew to New York to see Ramesh at GBM’s upstate New York headquarters. It had been six months since he’d flown to Seattle when Apu Rana had been named CEO at Macrosoft.

Ramesh had first come onto Baker’s radar when he’d been named General Manager of one of GBM’s business units, becoming the youngest GM in the company’s long history. Baker knew that Ramesh had moved around a great deal within the company. Based on the man’s various titles and assignments through the years, and by reading through the lines, Baker had long since expected that Ramesh Chaudhary was destined for a significant leadership position at the company.

Baker had met Ramesh many years earlier at a conference. Baker, like many others in the audience, had a difficult time understanding Ramesh’s speech through his thick melodic accent. But a few years after their initial meeting, Baker had run into the man again and barely realized it was the same person. Ramesh’s accent had all but disappeared.

The word on the street was that Ramesh was a top-notch salesman, that he was good with people, and that the Board had named him CEO in part as a reward for his willingness to move about the company and around the world as part of taking his various assignments. Baker had also heard something about Ramesh’s family business being put out of business by an American company back in the late 1980s. Baker was particularly worried about this last rumor, if it turned out to be true.

Ramesh greeted Baker immediately when his assistant informed him that Baker had arrived. He gave Baker a firm handshake.

“Hello Ramesh. Nice to see you again,” Baker said.

“Nice to see you as well, John. Please come on in.”

The two men sat at the round oak conference table in one corner of Ramesh’s office. Ramesh said, “Thanks for flying all the way out here. I appreciate it. There was just no way I was going to be able to get out west any time soon.”

“I understand. Thanks for taking the time to see me. How are things going for you so far?”

“Very well. I have a pretty good handle on most areas of the company from before, so it hasn’t been as bad as it might have been for someone else. Still, I’ve been buried in all the reports I’ve requested from the divisions that I’m less familiar with.”

“I won’t take much of your time then,” Baker said. “I really just wanted to speak with you about one particular topic.”

Ramesh knew what was coming, but let Baker ask the question.

“What are your plans with regards to moving more jobs offshore?”

Ramesh had prepared his answer well.

“We believe that we will benefit greatly from the diversity that comes from fully utilizing employees from varying cultures and varying backgrounds. For many years, we’ve been criticized for lacking creativity, for stodgy designs, for clunky products. We hope that by broadening our workforce demographics, we’ll be able to radically improve the quality of our products over time.”

“Does that mean that you’ll be adding R&D facilities offshore, or that you will be moving R&D jobs there?”

“We hope to keep workers on both continents, but it would be dishonest of me to suggest that we are not extremely excited about the potential involved with having a large R&D force at our Mumbai facility. After all, it is our existing U.S.-based R&D groups that have gotten us where we are today.”

Baker understood Ramesh’s meaning. His last statement was not a compliment to the existing employees. It was a clear hint that Ramesh intended to migrate jobs to India. It was only a question of how many, how fast.

Baker found himself thinking that while Ramesh had been far more civil than Apu had been, the result was essentially the same: for the second time in six months, executive control of a large American technology company was passed to a man clearly intending to migrate jobs en masse to India.

Baker realized that there was nothing he could say to change Ramesh’s mind. Not now, and likely not ever. And so Baker rose and thanked Ramesh for his time. Ramesh stood and the two men shook hands.

Ramesh placed a call to Apu immediately after Baker left. The meeting had gone as expected, he reported.

Less than two months into his tenure as CEO, Ramesh had already worked hard to gain the support of his Board. Perhaps more than any other CEO in the company’s history, Ramesh spent the time necessary to regularly communicate his plans as well as high-level status information with the Board members.

The idea of cramming a mountain of information down the throats of a Board of Directors four times a year at quarterly Board meetings made no sense to Ramesh. Especially for a company as complex and diversified as GBM. Instead, he intended to keep his Directors reasonably up-to-date during the year, so that the quarterly meetings could run smoothly, and actually be used for soliciting meaningful advice rather than simply rubber stamped approval or superficial on-the-fly analysis. Ramesh was sure there wasn’t a Board Director on the planet that did much “homework”.

As planned, Ramesh sent emails to the Board every week or two weeks for his first few months as CEO. A few emails simply raised important questions that he wanted the Board to think about. A few emails gave high-level status information in a dashboard-like manner. Ramesh requested that the Directors let him know if they found the new format useful, and if they had any suggestions on how to make his reports better.

His latest email message laid out Ramesh’s pitch for why the company should move its application server division to Mumbai, India. The five-page email laid out the significant cost savings, the benefits of having workers working 24 hours a day and across time zones, and of having a widely diverse engineering team benefiting from the cultural and educational differences between the U.S. and India.

Ramesh followed up on this email with several personal phone calls to each of the Directors. He’d had at least one extended conversation about the topic with each of them by the time of the company’s May Board meeting.

At the meeting, Ramesh brought up the topic of moving the company’s app server group offshore. He proposed that the Board accept his plan, which called for the app server development team to be split 50-50 between New York and Mumbai by the end of the year, and be fully up and running in Mumbai within a year, by June of 2007.

Given his sound arguments, his well laid out case, and all of the considerable legwork he’d done prepping the Board, his proposal was accepted unanimously. GBM, a mammoth $100 billion company, needed to deliver profits even if it couldn’t post revenue growth. And so the GBM Board agreed to move as many as 15,000 jobs out of the United States within 12 months.

Ramesh Chaudhary was perhaps the most conflicted CEO of a major corporation in the history of the world. As the leader of one of the largest for-profit companies in history, in the country that was the sun at the center of the capitalistic universe, Ramesh had mixed feelings about capitalism. 

As history would have it, Ramesh’s ambiguity toward capitalism could be traced all the way back to California in the early 20th century.

In the first half of the 1900s, a company named Edmund’s Roses was the largest grower of roses in the state of California. The company’s profits peaked in the 1960s and 1970s, but by the mid-1980s, the company had over-expanded, producing far more roses than it could sell within the United States and around the world.

By chance, Marty Edmunds, the founder and President of the company, met a man who had recently traveled to Delhi, India who told him about something called Rose Attar, also known as Damask Rose. It was a deep, sweet and flowery, exquisite essential oil made by the steam distillation of roses.

Damask Rose was thought to be something of a miracle, the man who’d been to Delhi said. The list of its purported benefits was almost endless: it helped the body release the “happy” hormone dopamine; it was an antidepressant, an aphrodisiac, a diuretic, and a bactericide; it had a soothing effect on the emotions, particularly depression, grief, jealousy and resentment; it lifted the heart and eased nervous tensions and stress; it gave a woman positive feelings about herself; it calmed premenstrual tension; it had a soothing action on sore throats and eased coughs; it relieved nausea, vomiting and constipation; it activated sluggish blood circulation; it even cured hangovers and helped with sexual difficulties, particularly frigidity and impotence.

And the women in India could not get enough of the magical elixir, the man who’d been to Delhi said.

Edmunds quickly decided that producing and selling Damask Rose was the answer to his company’s financial problems. He would take his excess roses, distill them into Rose Attar, and sell the highly valuable liquid. 

Once his manufacturing capabilities were in place, Edmunds aggressively prepared to sell his Damask Rose all over India.

When Edmunds traveled to India to arrange to sell his Damask Rose, he found that a small Indian company based in Delhi was India’s leading producer of the essential oil, and that the company was selling their Rose Attar for less than one quarter of what Edmunds could charge and still make a reasonable profit. That Indian company was the family business of the Chaudhary family, based in Delhi, and run by Ramesh Chaudhary’s father.

Edmunds was not deterred; he was, after all, a large campaign contributor to his state’s senior-most Senator. Edmunds put in a call to the man, which was returned quickly because, after all, Edmunds Roses was one of the state’s largest taxpayers and employers. Edmunds explained his situation to the Senator and asked for help. 

In 1987, when Ramesh Chaudhary was a 17-year-old boy just starting to learn the financial aspects of the family business, the Senator came through for one of California’s favorite sons, Marty Edmunds, and arranged for the U.S. Export-Import Bank to make an interest-free loan of $80 million to Edmunds Roses. The Senator said he was happy that the U.S. Government could provide financial support to a great American company marketing and selling a revolutionary product abroad.
As a 17-year-old boy, Ramesh didn’t fully understand what was happening, but he knew that he was watching his father rapidly go out of business and into bankruptcy. With so much money behind him, Edmund’s was able to slash his prices to match the Chaudhary family’s prices, and still have plenty left over to aggressively market and expand sales. Ramesh’s father didn’t stand a chance. Within a year of the export subsidy being put in place by a powerful U.S. Senator, the Chaudhary Rose Attar business, which had been in the family for six generations, was gone.

Ramesh often reflected that if things had not happened as they had, he would have still been back home in India running his family’s tiny business. Now here he was running a $100 billion company that he secretly hated in a country he despised.

He held fast to his dream that if things worked out the way he hoped, the U.S. would regret the way they treated his father. If capitalism and the United States destroyed his father and his family’s business, he would do his best to butcher capitalism and the United States economy. Or at least tamper with, and defile it. Ruin my father and I’ll ruin you.
After graduating from IIT in 1991, Ramesh moved to the United States and took a summer internship at GBM, perhaps the most important high tech company in the history of the world. When his internship was over, he politely turned down the company’s full-time job offer and instead matriculated at Harvard University, where he had been accepted into the school’s MBA program. In the summer of 1992, he again worked at GBM. He also married an Indian woman he met in business school. In 1993, the two graduated with their MBA degrees, his in management with a minor in finance, hers in marketing.

After graduating from Harvard, Ramesh finally accepted a job offer from GBM. This time, though, the job offer was to run one of the company’s manufacturing divisions at a starting salary that was almost twice what the company had offered him two years earlier. His wife, per Indian tradition, refocused her life on her new husband and on the large family they planned. The two bought a small three-bedroom, two-bath ranch-style home two miles from GBM’s corporate headquarters.

Ramesh’s huge, bright smile and warm, friendly demeanor worked wonders for him at GBM. He was able to charm anyone, and sell anything. At 6’2” with a muscular build, he was a living data point that supported the study out of his second alma mater that showed that height was the only personal attribute – not intelligence, not grades, not test scores or any other kind of measure of academic success – that correlated highly to business success.

Ramesh ran his manufacturing group successfully until 1996, when he was transferred to run a new channel sales group for some of the company’s new products. By 1997, the business practices and fiscal controls that Ramesh put in place in his organization became the standards for the rest of the company.

In 1998, he was transferred again, this time to run one of the company’s product development groups. The group had been struggling for years to get their new 64-bit product out the door, and it was here that Ramesh gained his reputation for being able to turn around troubled groups. Within six months, Ramesh had shipped an award-winning product and completely turned around the group’s culture.

By the summer of 1999, at age 29, Ramesh had been promoted to the position of General Manager of one of GBM’s many business units. He was the youngest GM in the company’s storied history. Two years later, in 2001, he was transferred to run a manufacturing business unit in Germany, and two years after that, in 2003, he was transferred again to run yet another troubled business unit, this time in Hong Kong. His wife dutifully moved with him each time he took a new position somewhere in the world, never complaining about having to move, the difficulties of having to pull their children out of school, losing her friends, or having to refurnish yet another home.

After his third stint as General Manager, Ramesh knew that he was being groomed for executive management. He was one of the few people at the company that had direct experience running several different divisions of the company, around the world. And he’d made his numbers in every one of his assignments for which he’d been given profit and loss, or P&L, responsibility. He had a reputation for being personable, reading people well, closing deals and for his flexibility, both in the deals he was able to strike as well as in the various assignments he’d taken within the company and all over the world.

While confident in his performance, Ramesh knew that he had to do something about his accent, which he knew would likely stall his career. He hired an English Accent Reduction Coach, and within six months his accent had all but disappeared. Within a year, it was completely gone.

Then in 2006, at the age of 36, Ramesh became GBM’s CEO. He had been a full-time employee at the company for 13 years, a long tenure compared to the rapid churn at Silicon Valley startups, but considerably shorter than many of GBM’s old-timers, most of whom resented Ramesh’s appointment, and many of whom retired or took lesser CEO jobs at smaller companies.

The day he was offered the CEO position, Ramesh went home well past midnight. Once home, he quietly let himself into the house and snuck upstairs so as not to disturb his wife and children. He walked silently in the dark into the master bedroom closet, closed the closet door from the inside and then turned on the light.

Ramesh reached up to the top shelf, behind his sweaters, and took down the box and slowly opened it, once again reluctant to confront his past, but once again feeling compelled to do so. He removed the pile of photographs and flipped through them. They were all pictures from before. From when his father was alive. There was one of his father with a huge smile on his face. One of his father holding Ramesh on his shoulders. One of his father kissing his wife, Ramesh’s mother, on the cheek. Tears began to well up in Ramesh’s eyes.

Then Ramesh took out the letter. It was the letter his father left Ramesh when he’d committed suicide. His father had purposely put the letter into Ramesh’s dresser drawer so that Ramesh’s mother would not find it. He knew that she would have hidden it from Ramesh, perhaps waiting until she thought the boy was ready to read it, perhaps never showing it to him at all. But Ramesh’s father had wanted Ramesh to understand. And all these years later, Ramesh was still trying to do just that.

The letter read, in part, “Ramesh, you are probably looking for someone, or something, to blame. But there is no one, nothing, to blame. Do not blame the American company that took our business. After all, the men and women at that company were just doing their jobs. It is not because of that company that my business failed. My business failed, in part, because of government interference that interrupted the natural forces of capitalism. But do not blame the United States government fully either because had my company been stronger, we could have withstood even the effects of their export subsidies. Do not blame the system – capitalism – either, my son. After democracy, capitalism is the strongest force for good in the world. It is not perfect, but it is better than any alternative known to man. Please don’t allow what happened to me deter you from starting your own business, maybe one that can stay in the family for many generations after you’ve moved to your next life. Don’t be soured to the great game of business, my son. Although I lost while playing it, it is an exhilarating game, indeed.”

Ramesh was crying openly now, not understanding how not to hate the United States, how not to hate its government and its culture of chasing the almighty dollar (or rupee) even at the expense of driving small family businesses all over the world into bankruptcy.

Ramesh continued to read. “I know that it is a great deal of responsibility for a 17-year-old, but I need you to watch over and take care of your mother in my absence. Your mother is the best thing that ever happened to me besides you, and I will always love her dearly. She will need you, and I need you to be there for her.”

Sobbing now, Ramesh read the last few lines of his father’s suicide note, written almost 20 years earlier. “I cannot live with the shame of my failure. I have let my family down. I have let your mother and you down. I have not lived up to my responsibilities, and cannot live with myself because of it. Know that I love you, son. Always. Please try to fill your life with family and friends and joy, my son. You deserve it. Yours always, your father.”

“Come to bed, honey,” Ramesh’s wife Priyanka said from behind him.

Ramesh wiped the tears from his cheeks and look up behind him. “How long have you been there?”

“Not long,” Priyanka lied. “Come to bed now,” she added gently.

Ramesh placed the pictures and letter back in the box and placed it back on the shelf, behind his sweaters. He climbed into bed and curled up into the fetal position. His wife gently stroked his hair and softly sang into his ear until he finally fell into a fitful sleep.

6. Current Events, April 2006

Newspaper article from the April 11, 2006 San Francisco Chronicle:

C-Force Venture Capital Insists on Offshoring

San Francisco, California

C-Force Venture Capital in San Francisco has recently fine-tuned one of its selection criteria for new investments: All new investees must show a business plan that shows the use of the cheapest qualified human capital from around the globe. Kirk Kirkpatrick, the firm’s managing partner was quick to point out that good business sense must prevail, and that employees in the U.S. may still be used if appropriate. “We’ll be examining the headcount plans of our portfolio companies on a case-by-case basis,” Kirkpatrick said.

Venture Capital firms invest funds from large institutional investors such as universities and large pension plans. They must provide financial returns to these investors commensurate with the risk involved in venture finance. “One way to help ensure this,” Kirkpatrick said, “is to keep costs within portfolio companies down as far as possible.”

Kirkpatrick went on to say that, in his experience, entrepreneurs in Silicon Valley “do not yet think globally enough” in their staffing decisions, and that his firm’s insistence that entrepreneurs use workers offshore provides a much-needed “forcing function” to get entrepreneurs to think out of the box with regard to staffing. “That’s who we are and what we do,” Kirkpatrick said. “We’re a force that helps mold successful companies, even when it’s not particularly comfortable for everyone involved.”

Newspaper article from the April 17, 2006 San Francisco Chronicle:

Contact Central to Provide Offshore Option

Redwood City, California
Contact Central, a leading provider of outsourced contact center solutions to small and medium-sized businesses, has announced that it now provides its customers with the choice of locating contact center personnel in the United States (its previous offering) or overseas in countries like Ireland, the Philippines, and India. 

For Contact Central customers, locating contact center representatives offshore will cost approximately 40% less than what it costs to have them located in the United States, the company’s Senior Vice President of Marketing Terry McGovern said.

“Even contact centers located in Wisconsin, Iowa and other Central and Midwest states cost significantly more than call centers in places like Ireland, the Philippines, and India,” McGovern said. “With our new offshore-based offering, we’re just passing on the savings to our customers. And any customer that wishes to continue to utilize contact center agents located in the United States may certainly do so.”

With over $180 million in sales in its last fiscal year, Contact Central is the fourth-largest provider of outsourced contact center solutions. SupportTech, First Call, and Touch Communications, the three larger providers, have each made similar announcements over the past six months.

“With the big guys providing low-cost offshore solutions,” McGovern said, “we felt that we had no choice but to offer our mid-tier customers a similar offering. Unlike our competitors, though, we’re investing heavily in our contact center reps, sending each to an intensive and proprietary accent reduction class. In addition to working with our reps to minimize accent-related issues, the class has been specifically designed to teach, among other things, effective email writing, and how to adopt a direct, “Western” style without appearing rude.

Contact Central will not immediately open offices overseas. Instead, the company will initially sub-contract the work to existing contact center firms in Ireland, the Philippines, and India. “Just as our customers are smart to outsource their contact center headaches to us, we’re being smart by outsourcing our offshore headaches to others, at least at first,” said McGovern. McGovern said that he has not ruled out eventually opening his own offices around the world.

To comply with the recent Call Center Location Disclosure Act, Contact Central agents will disclose their physical location if asked by callers. Each Contact Central customer can customize the precise wording of such a disclosure.

7. Summer 2006

Las Alamandas Resort, Jalisco, Mexico

June 2006.

Located midway between Puerto Vallarta and Manzanillo, Las Alamandas is a pristine tropical paradise. Seemingly the only civilization for hundreds of miles around, the enchanting resort is a luxury oasis worthy of kings and queens. With just 14 suites accommodating a maximum of 28 guests and exorbitant room rates, the hotel offers a level of privacy and exclusivity unmatched in the world.

Several years earlier, Sanjeev had discovered the resort and had taken his wife Anandita there for their anniversary. They fell in love with the lush grounds, the whitewashed walls reminiscent of the Greek islands, and the world-class service. Never before, or since, had Sanjeev experienced the freedom to order whatever food he wanted, prepared in whatever fashion he wanted, and be served whenever and wherever on the hotel property he wanted, not just for one meal, but for every meal during his stay. During previous visits to the posh resort, Sanjeev and Anandita often took their meals on the white cottony king size bed alongside the pool.

Sanjeev, Ramesh and Vikram met in Los Angeles, flew down to Puerto Vallarta together, and shared a car from the airport to the resort. Ramesh and Vikram shared the spacious and very pink Casa Isabel Suite, named after the resort’s billionaire owner and proprietress Isabel Goldsmith. Sanjeev rented the considerably smaller Casa San Miguel suite.

Unlike the other three men, who had to endure the hot and bumpy two-and-a-half-hour-long car ride from Puerto Vallarta, Apu rented a Gulfstream V and flew into the airfield adjacent to the resort. He was in his suite – the palatial four-bedroom Casa Del Sol Villa – five minutes after landing.

The four men arranged to have their dinner on the rooftop terrace above Sanjeev’s Casa San Miguel suite. The terrace’s charming pergola guaranteed total privacy for sunbathing, gazing at the stars, or perhaps even more risqué adventures. It certainly provided sufficient privacy for the four men to discuss their progress.

“Congratulations again, Ramesh,” Apu at last said to his long-time friend after their after-dinner drinks had been poured and the six hotel waiters had finally gone. Ramesh had personally sacrificed more than Apu had in their efforts to scale their respective corporate heights, and Apu knew it and appreciated it. He also knew that Ramesh had bested much tougher competition getting the nod as CEO at GBM than he had when getting anointed at Macrosoft nine months earlier.

“Yes, well done my friend,” Sanjeev added.

“Thanks guys. I’m quite excited.”

“Great job moving the app server group offshore so quickly. Any problems?” Apu asked.

“No. Once you moved your office productivity group offshore, everyone fell in line, just like we suspected they would.”

“Excellent,” Vikram added.

“What about you, Sanjeev? Is Lonnie ever going to retire?” Ramesh asked.

“Well, maybe now that Bill has finally stepped down. You know how competitive he is. Now that Bill’s gone, the thrill of the chase is gone for him. Apu’s just not that interesting to him. Sorry Apu, no offense intended.”

Apu bristled, but lied, “None taken.”

“When he does step down, are you next in line?” Vikram asked.

“I don’t know. It’s a tough call. The woman that runs sales, Mary Roberts, is excellent. And Lonnie’s a sales guy at heart, I think. The only saving grace here is that she’s a woman and I just can’t see Lonnie going with a woman. The guy that runs platform engineering, Peter Quentin, is solid, but he’s way too one-sided to be a good CEO and I’m pretty confident Ebberson will see that. The corporate marketing dweeb, Tony Parker, is good at what he does, but let’s just say Lonnie doesn’t believe in marketing.” Sanjeev smiled at his supreme understatement.

“Sounds like you’ve analyzed the situation pretty well,” Apu remarked.

“I think so,” Sanjeev said. “Unless he pulls someone in from the outside, which I don’t see him doing, I think odds are pretty good I’ll be the guy he picks. But who knows when it’ll be.”

“And you, Vikram?” Apu asked, as if speaking to a simple child.

“I’m doing good work and getting raises and promotions and my client referenceability is still much higher than anyone else’s, but I’m a long way from the finish line,” Vikram said apologetically. He hated being the apparent weak link in the foursome.

“Well keep plugging away, buddy,” Ramesh said. “And let us know if we can help, all right? I mean, we could probably swing some exclusive deals with you guys if you think it’ll help.”

“If and when you can take full credit for them, of course,” Apu said.

“Thanks guys. I’ll keep that in mind. A couple of high profile contracts with you guys would go a long way. I’ll definitely let you know,” Vikram said, pleased to be part of such a cohesive team and not having to go it alone.

“We should probably talk some more about how we’re going to continue to get enough qualified engineers and other professionals in India,” Ramesh said.

“I’ve been thinking about this, at least on the software engineering side, and it really seems like we have two different issues,” Sanjeev said. “First, we need a pool of experienced folks who can help us when we first move our development teams over there. Second, we need a larger pool of more junior folks who can help us as we grow our teams in India.”

“Makes sense,” Apu said. “Unlike the way things are done in the U.S., I think we’ll be able to do as much or more with fewer ‘senior’ guys and more ‘junior’ guys. Indian engineers will follow directions; They’ll do grunt work 24 hours a day if that’s what they’re told to do.”

Vikram chimed in and said, “Given our academic achievements and our relative level of success since graduating, it should be pretty easy for us to get IIT grads to come to work for us.”

“All we need to do is spread the word that we’ll soon be looking to hire,” Ramesh said.

“We can do better than that,” Apu said, “We can and should contact our old professors and any other school officials we know. Get them to help us spread the word. We need to keep these IIT grads to stay here in India, not move to the U.S.”

“As for the senior engineers,” Vikram said, “we should look closely at the big Indian consulting shops. I mean, these guys have tens of thousands of smart, talented employees. 

“They’re still substantially smaller than we are,” Vikram added after a brief pause, talking about his company, ADS, “but they are growing, and definitely do good work.”

“What are you suggesting?” Sanjeev asked.

“I don’t know exactly,” Vikram said. “Just pointing out that we already have a large pool of skilled folks in the country already.”

“We could hire them away with more money,” Apu said. “Surely given the profit margins of our three product companies, we can afford to pay these folks far better than these body shops can.”

“Well, you’d be surprised what these places could pay their people – it would actually be considerably more than you pay your people – but the good news is that what they actually pay these people is peanuts. Their markup is huge,” Vikram said. It might not be rocket science, but running a consulting firm was his profession, and he knew it cold.

“The other idea,” Sanjeev said waving a pointed finger into the air, “is to buy a controlling stake in these firms. The companies you’re talking about are all public companies, right?”

The four men found a newspaper and did some back-of-the-envelope math. It could be done. It could definitely be done.

8. Current Events, August 2006

Newspaper article from the August 7, 2006 San Francisco Chronicle:

For Rent: Commercial Office Space, Cheap

San Francisco, California

The growing loss of jobs in Silicon Valley isn’t just bad for the employees losing their jobs; it’s also hurting the commercial real estate business.

For the past several years, commercial real estate companies have been trying everything, including dabbling in real estate business overseas and pushing to rezone vacant commercial space as residential, but have been struggling mightily.

There is a 1:1 correlation between employment and vacant office space, according to Mark Jimenez, executive vice president with commercial real estate company Harker and Jimenez Commercial in Mountain View.

“Adding 10,000 jobs in the Bay Area would mean somewhere between 2.2 million and 2.6 million square feet of vacant commercial office space would be absorbed. And, similarly, the loss of 10,000 jobs means that same amount of office space becomes vacant.”

Over 100,000 jobs have already been lost in San Francisco and Santa Clara counties in the past year alone. This means over 22 million square feet of space has been added to the local inventory of commercial space.

“Many of our clients have added hundreds of square feet to their payrolls, but these were added in places like India, China, the Philippines, New Zealand, and Russia. This may be helping them, but it’s not helping us or any of the other commercial real estate companies in the Bay Area,” Jimenez said.

Like most of its Bay Area competitors, Harker and Jimenez Commercial has opened offices in Bangalore, India. The company also recently announced the opening of its first office in Shanghai, China.

9. Summer 2007

3rd Annual High Tech Leadership Summit, Boston, Massachusetts, USA

June 2007.

John Baker landed at Logan Airport, just three miles outside of Boston. After getting his luggage at baggage claim, he took a taxi to his hotel. Although he’d left early in the morning, between the length of the flight and the time zone change, it was almost 10:00 p.m. by the time he put the key into his hotel room door. Some younger men would fly east on the red-eye, arrive the following morning and go directly to the first day of the conference, but at 73, Baker made sure he got a good night’s rest. His red eye days were long since over.

The following morning, Baker made his way to the hotel’s conference center. He helped himself to a plate of fresh fruit and a cup of coffee. He looked around the room and noticed Larry Cole, the man that had called him a xenophobe two years earlier, talking with a man that he didn’t recognize. He walked over to where the men were standing.

“Hi John,” Larry Cole said as he saw Baker approach.

Baker and Cole shook hands. Cole had forgotten all about his outburst two years earlier. Baker had not forgotten, but had long since forgiven.

“Hi Larry,” Baker said to Cole.

“Hi, I’m John Baker,” Baker said to the other man.

“Hi John. Tommy Tomlinson,” the man said.

“Nice to meet you, Tom,” Baker said.

“Tommy, please. And it is my pleasure to meet you,” Tomlinson said with no small degree of reverence.

“Do either of you know when the panel discussion starts?” Cole asked.

“Right after the keynote, I think. At least that’s what I was told.”

“Okay, great. Thanks,” Cole said. “Hey, listen, I’m going to make a few phone calls and I’ll see you two in a few minutes.”

After walking a few steps, Cole turned back and said to Baker, “Oh, by the way John, Tommy’s going to be a panelist this year.” Then he turned and continued walking towards the relative quiet of the hallway.

“Excellent,” Baker said to Tomlinson once Cole was gone. “Can you give me a quick summary of your background?”

“Sure. No problem.” Tomlinson gave Baker a brief overview of the venture capital firm that he’d founded, Tomlinson Capital Managemement.

“Oh sure, TCM,” Baker said. “I know you guys. I had forgotten what the ‘T’ stood for.”

“Yep, that’s us. I never did care as much about branding myself as I did about trying to make good investment decisions.”

“Are you still investing heavily in offshore-based companies?”

“No. Our last investment like that was last year. For the past nine months or so, all I’ve been doing is trying to get some of our portfolio companies going. I mean, we were in deep with some of these guys.” Tomlinson was referring to the fact that TCM had invested as much as $50 million each into a few of the firms. “We’re going to give it another few months, but things don’t look good. I suspect we’ll be closing our doors this year, or at least scaling way, way back.”

“I’m sorry to hear that,” Baker said sincerely. “You had quite a run in the ’90s as I remember. And you totally steered clear of the dot-com bust too as I recall.”

“Thank you. Yes, we did pretty well for ten years or so, from ’93 when we started through 2003. And like you say, we didn’t get suckered into funding companies trying to sell pet food at a loss and the like. But boy did we ever overextend on this whole offshoring movement.”

“Given what some of those companies mean for employees here in the U.S., I can’t say I’m upset by hearing about their difficulties.”

“I understand,” Tomlinson said. “I’ve heard you’ve been pretty vocal about all of this, especially lately.”

“Yes I have, but let’s just say my position wasn’t particularly well received at this conference two years ago, or at other venues since.”

“People will see the writing on the wall sooner or later,” Tomlinson offered. “I know I finally do.”

“Unfortunately, I fear it’s going to be later, not sooner. And as you know, there’s a big difference between ‘sooner’ and ‘later’.”

“True indeed,” Tomlinson said. “True indeed.”

~~~~~

When the panel discussion began, Baker found himself sitting on the far right side of the stage. Tommy Tomlinson was toward the left side of the stage, while Larry Cole had arranged to be in the center. Baker knew several of the other panelists; they were VCs that still espoused the enormous cost savings that they believed could be realized by moving offshore. The others were executives from various companies that had a large number of jobs offshore. He didn’t know any of them.

To begin the panel discussion, the moderator asked one of the younger men on stage to tell the story of how his company had gotten off the ground.

“Hello everyone,” the young CEO sputtered into the microphone in front of him while he fiddled with its black cord, wrapping it several times around his forefinger. “My company, SalesTrends, is now a little over three and a half years old. We’re based in Santa Clara, off of Great America Parkway. We have twenty paying customers. We have 45 employees, mostly in Product Development, with half here in the United States and half in Bangalore, India. We just closed our second round of financing -- $10 million – back in March. Our Series A investors, Alto Ventures and Tiburon Capital, did the B round too.

“When I started the company back in November 2003, I pitched the company to over 30 VCs at the time. It was to no avail. No one even nibbled. But I knew for sure that the product idea was unique and valuable, so I didn’t want to give up on the idea. I decided to go around to friends and family to raise enough money to get the company off the ground. I managed to raise $500,000 from a collection of 37 different investors.

“It took us about six months to get the first version of the product built, or at least mostly built. Then we went out and got several early beta customers to try the software while we fixed bugs and worked their suggestions back into the product. We were able to go production with version 1.0 just before the money ran out. Luckily, we were able to get these customers to commit in writing to any possible investor that they would buy the product once we received funding. Finally, we were able to get Alto and Tiburon to agree to fund us. We raised a $5 million Series A with them back in December 2004, about a year into the company’s life.

“Since we had so little money when we started, I felt like we had no choice but to do the initial product development work offshore. A former colleague of mine who used to work in the States had moved back to Bangalore and was looking for work. It all just sort of fell into place and worked out. He hired a team of engineers there and he and his team built the entire Version 1.0 of the product.

“We paid him and his guys $30 an hour, more than what some other companies are paying, but still far less than what we could find in the Bay Area. I’m convinced that there was simply no other way for us to have done it, and that SalesTrends would not exist today had we not chosen to outsource the work.

“Today, we’ve pulled about half of the development work back to the United States. It costs us more, but I like having product development close to our customers, and close to our sales and marketing teams. But there are still several portions of the product that are developed in India, mainly for historical reasons. Like I said earlier, we’re about 50-50 in terms of our development team.

“Anyway, that’s our story,” the young CEO said to the room. Then turning to face the moderator, he asked, “Was that the kind of information you were looking for?”

“Yes, that was great, thanks,” the moderator said. Then the moderator asked another man on stage to tell his story of how and why his company had come to provide offshore contact center agents first in addition to onshore agents, then eventually instead of them.

“Hi everyone. My name is Terry McGovern. I’m the CEO of Contact Central. We provide outsourced contact center solutions for our customers. Briefly, for those of you who don’t know, ‘contact center’ is the term we use these days – and have for quite a while, actually – instead of ‘call center.’ The idea is to imply that our agents also respond to email messages and online text chat messages as well as phone calls.

“In any event, back a year, year and a half ago, in response to the actions of my larger competitors, I made the decision to allow our customers to chose between onshore and offshore contact center agents. We kept our profit margins the same in both cases, so given the significantly lower costs overseas, our prices to our customers were somewhere in the neighborhood of 30-40% lower for offshore agents than for onshore agents.

“For almost a year, we provided the choice to our customers. But by April of this year – almost a year to the day that we provided the option to our customers – every single one of our customers opted to go for offshore agents. Their cost savings were just too large to ignore, and we’ve done a pretty good job training the reps so that their accents aren’t a problem and so on. So, this April, we officially discontinued our service offering that involves having onshore agents. Nobody wanted to spend the money on it, so we discontinued it.

The room buzzed with many side conversations. Several questions were put to McGovern. As he had done while the younger CEO had spoken about his use of offshore engineers to start his company, Baker remained silent during McGovern’s tale. The men had spoken of two compelling uses of offshore personnel.

When the topic of successfully managing work overseas came up, Tomlinson spoke up. He described how his portfolio companies had utterly failed to execute and given this, not only were cost savings not had, but hundreds of millions of dollars had been squandered across his portfolio of companies.

“It sounds like your companies were not very well managed, then,” quipped Larry Cole.

Baker looked over at Cole and shook his head in disdain for the man. It was far too easy to criticize the CEOs of portfolio companies when things didn’t go well. Baker knew this all too well. He had to fight the impulse every day of his career.

Tomlinson bristled but calmly replied, “That may be so, Larry. That may be so. But it is also possible that there was – there is – something structurally wrong with this whole offshore thing. I mean, yes, it is true that you can find people to work for $10 an hour. But the question is whether you really want those people at the center of your company’s core value proposition.”

Baker rolled his eyes upward in frustration. Tomlinson had apparently changed his mind and was now firmly in the anti-offshoring camp, but not for what he, Baker, considered the right reason. Tomlinson was debating the quality of the work being done overseas. But Baker’s primary argument against offshoring didn’t have anything to do with this. He was considerably more worried about the loss of American jobs, rising unemployment, and the resulting problems with the American economy and, hence, the economies of most other nations on the face of the globe. We’re each allowed our own reasons to fight this awful trend, he forced himself to accept.

Later in the discussion, someone asked a question about how things might play out over the next few years. All eyes went to John Baker, the man known for having clearly and repeatedly voiced his bleak vision of the future to anyone that would listen, and to many others that would not.

“As I have said now for several years, I believe this entire offshore movement is going to end badly for the U.S. high tech sector, and even for the entire U.S. economy. Sure, some companies have benefited from moving some jobs offshore. There have been cost savings and actual productivity gains in a few limited functional areas in a few well-managed companies. But look at what Apu Rana has recently done at Macrosoft, at what Ramesh Chaudhary has done at GBM. These companies have each moved almost 15,000 jobs each overseas. And these are core software development jobs, not jobs on the periphery. And, I suspect it’s only a question of time before Seer makes a similar move. And, most importantly, whatever these companies do, other companies will follow. It’s already happening all over. Dozens of small and mid-sized companies have already moved hundreds of thousands of jobs out of the U.S.

“It’s time for us all to start thinking in terms of employees – what’s in the best interest of employees – not just what’s in the best interest of investors and shareholders. We are waaaaay out of balance, people.”

Cole pushed back immediately. “We all know about the moves by these companies, John. But as hard as the moves must be for some of the American engineers at those companies, these moves will save these companies millions of dollars. This is a global economy, John. You need to start recognizing this.”

Baker ignored Cole and continued, “Realize, too, that is not just about the employees at these companies. There are all the people whose livelihoods depend on these people: construction workers, gas station attendants, mechanics, restaurant owners, dry cleaners, gardeners, nannies and babysitters, pool cleaners, you name it. We’re talking not just about thousands of jobs or even tens of thousands of jobs, but many hundreds of thousands of jobs, potentially millions of jobs.”

“Millions of jobs, hah!” Cole mocked. “Give me a break. You’re an alarmist, John. You’re exaggerating the situation and you know it.”

“I wish I were exaggerating,” Baker said quietly. “I wish I were.”

10. Current Events, July 2007

Newspaper article from the July 2, 2007 San Jose Mercury News:

Outsourcing Stronger Than Ever
San Jose, California

By Ken Kingston

Corporations are now running like gazelles on the Serengeti to follow the offshoring trend.

Only four years ago, according to the best industry estimates, only about five percent of U.S. IT jobs had been shipped to India, China, and Eastern Europe. Today, some estimates are that 23 percent have gone. That’s almost one in four jobs, people.

And IT folks may just be the canary in the coalmine.

Back in December 2003 Forrester Research reported that only five percent of Fortune 1000 companies had significantly outsourced U.S. jobs to India and Eastern Europe at that time. Today, over 50 percent are outsourcing at least some jobs, and over 30 percent are outsourcing significantly.

Common sense says it is hard to outsource work that requires a hands-on presence (think plumbers, car mechanics, McDonalds french-fry makers) or face-to-face contact (think realtors or psychotherapists). But those boundaries are becoming more and more fuzzy. Consider health care. Nurses and surgeons appear immune from the threat, but Ohio University economist Alfred Eckes has speculated that as health-care costs rise, airline prices fall and Asian medical training increases, Americans might someday be shipped to Asia for certain surgical procedures, dampening U.S. surgeons’ wages.

Anyone in any field who has ever thought, “Gee, I could just as easily do this job from home,” or who has smiled at the thought of working from a laptop on a beach should understand that his or her replacement could just as easily do his or her job from anywhere else in the world, and for a lot less money. Gulp.

Four years ago, a high profile high tech company CEO said, “There is no job that is America’s God-given right anymore.” There are millions of unemployed Americans, many of them here in California, who wish she was wrong.

The best advice employment experts have to offer is to specialize to the point that you offer greater productivity per dollar (or rupee), even at a higher wage. Either that, or change careers. Can you say, “Would you like fries with that?”

11. Sanjeev Kumar

Redwood City, California, USA

December 2007.

Lonnie Ebberson, the founder and CEO of Seer, Inc. was slowing down, and he knew it. At 60, he was no longer able to play basketball with the guys, no longer able to body surf in Hawaii, no longer able to womanize quite like he had in days gone by. Recently married for the fifth time, this time to a woman only 25 years his junior, the warrior finally wanted to hang up his sword in order to enjoy his new wife and his new monstrous 500 foot Perini Navi sailboat while he was still healthy. 

Ebberson reflected on his 22 years at Seer. His company had grown to one of the three huge, dominant software vendors in the world. Seer was the number one database vendor, the number one business intelligence vendor, the number one database tools vendor, and the number three applications vendor. Ebberson had accomplished every goal he’d ever set for himself except two: Seer was never able to pass Macrosoft in revenue, and Ebberson was never able to pass Bill Nand on the list of the world’s richest people.

For 22 years, attempting to surpass Macrosoft and Bill Nand burned at Ebberson. To many, Ebberson was an enigma, but understanding his personality and his incredible drive was really quite easy. Everything he did came from an inferiority complex that stemmed first from the fact that he had never graduated college, and second from his not being as rich as Nand. His psyche, while not particularly healthy for Ebberson, was certainly the source of immense financial gain for Seer’s shareholders through the years.

Now, at 60, Ebberson was reflecting on his company and on himself. It was time to choose a successor. Roy Street, the man most credited by Wall Street with scaling the company up from several hundred million dollars in annual revenue to over $50 billion in annual revenue, was long gone, finally fed up with Ebberson’s combative personality and colossal ego. So too was Gerry Rose, a quiet but tenacious man who had left when it was clear Ebberson wasn’t going to retire early enough for his liking.

Ebberson had long ago decided he wanted to promote from within the company, not hire someone from the outside. Not one to have invested much energy in mentoring and grooming a successor, Ebberson knew that, realistically, he had only a few viable choices.

Mary Roberts was EVP of Worldwide Sales, and she was simply outstanding. She was bright, articulate and polished. She was good with investors and the press. But she was, well, a woman. Ebberson just couldn’t see himself passing the baton to a woman. Women were for having sex with, perhaps marrying for a few years after signing an airtight prenuptial agreement.

Peter Quentin was Sr. VP of the platform development group, which included the team that developed the company’s flagship product, a relational database that owned 50% market share. Quentin was smart and well respected within the engineering ranks, but had little or no experience with sales or marketing.

Tony Parker was VP of Corporate Marketing. He was the fifth person to hold this position in the past four years, and, incredibly, the tenth to hold the position over the past seven years. Legend had it that Ebberson had once said to a very senior, very capable VP of Marketing, “If you don’t write code, and you don’t sell, explain again to me very slowly what exactly it is you do for me.” Tony was smart and seemed like the kind of guy who would be intellectually up for the job, but Ebberson just couldn’t get past the fact that the guy hadn’t been a developer or carried a bag.

That left Sanjeev Kumar, the VP of Business Development. Sanjeev had spent many years within the sales organization, first as a sales engineer and then as a sales rep. He’d made quota each quarter, occasionally but not consistently posting huge, blow out numbers. He’d spent several years within various product marketing groups and then two years in corporate marketing. For the past five years, he’d been doing business development for the company, and doing it quite well. He was responsible for the company’s latest deals with Google, Dell, Sun, Macrosoft, GBM and ADS, as well as the deals with Visa, MasterCard, American Express, Kinko’s, dozens of state and federal agencies in the U.S. and several foreign governments across the world.

Sanjeev was an interesting man. Ebberson liked that he had a balance of skills. On the technical front, he’d done well as a computer science major at IIT and as a sales engineer for a number of years. And he’d held positions across sales, marketing and lastly business development, where he really seemed to shine. The man seemed to have a knack for seeing the big picture, and for signing visionary agreements with the movers and shakers in the business world.

Ebberson was also taken with Sanjeev’s sense of peace. The man seemed to have an unexplainable calmness and thoughtfulness about him. All of this appealed to Ebberson’s interest in all things Japan.

In the end, Ebberson went with his gut and chose Sanjeev as his successor. One Friday, Ebberson invited Sanjeev to have dinner at his palatial Japanese-style Woodside home, where he discussed his retirement with Sanjeev.

Ebberson spent most of the evening asking Sanjeev about his childhood in India. While sipping his wine, Ebberson listened as Sanjeev recounted tale after tale from his life growing up in India.

“My parents both had passed on before I was four years old, so I was raised by my grandfather for most of my life. The man couldn’t have weighed a hundred pounds, but somehow had the strength of five oxen. He had a presence about him that is hard to explain. He always seemed so at peace with himself and the world. I think you Americans might call it ‘calm, cool and collected’.”

“What was your childhood like?” Ebberson prompted.

“My grandfather was a wanderer. He felt a great need to connect with more than just family members or some small town somewhere, or even a big city. He needed to connect with hundreds, even thousands, of people, all of mother India, as he called it. And so we traveled around the country, never staying in one place for more than a few months.”

Ebberson was fascinated. “What was your favorite place in India?” he asked.

“I can’t say that I have a favorite place. I love India. All of India. But I do have a favorite memory. Well before Alexander Frater wrote Chasing the Monsoon my grandfather and I did exactly that. Several times, in fact.

“You followed a monsoon as it traveled up India?” Ebberson asked incredulously.

“We did. Three separate times. As it turns out, since the monsoons pretty much travel along the same path year after year, we ended up taking a route almost identical to the one Frater describes, up the western coast, through Goa. They were wondrous, magical journeys. Just as Frater describes in his book, the monsoon season has a strange effect on people. I vividly remember the edgy, electric sense of anticipation beforehand, and the palpable sense of relief and celebration afterward.”

“Do you want the job?” Ebberson finally asked Sanjeev when the evening was winding down.

“Do you want me to have it?” Sanjeev replied.

After a moment’s pause, each man gave the other his answer with a firm handshake.

Seer Corporation Headquarters, Redwood City, California, USA

January 2008.

Seer’s quarterly Board meeting was coming to a close. The first several hours of the meeting were spent covering the meeting’s standing agenda. The last agenda item, which would be the last one Ebberson would handle as CEO, was the fiscal 2007 sales forecast. There were still seven more months in the fiscal year, which ended at the end of July. While the first five months of the fiscal year, from August 1, 2007 to the end of 2007, hadn’t been wildly successful, Ebberson reported that the company was basically on track to make its revenue and profit targets for the year. Sanjeev watched with interest how Ebberson deftly handled the Board’s questions, clearly projecting a sense of confidence and total control.

After the standing agenda items were behind them, the Board spent another hour discussing the details of the transition between Ebberson and Sanjeev. Sanjeev told the group that he had already met with each of the people that would become his new direct reports. Except for Mary Roberts, they all seemed supportive, positive and upbeat, he said.

Finally, someone reluctantly moved that the Board accept Ebberson’s resignation as CEO. The motion was seconded and approved. A motion was made to promote Sanjeev Kumar to the position of Chief Executive Officer. The motion was seconded and approved. A third motion was brought to add Sanjeev to the Board of Directors. Again, this motion was seconded and approved.

And it was done. In less than a minute, Ebberson had officially passed control of his baby of 23 years to a long-time Seer employee with an apparent broad range of skills, a strong sense of confidence, and a knack for seeing the big picture, a man who was also a strange and mysterious philosopher from half way around the world.

“Congratuations, Sanjeev,” one of the Board members said.

“Hear! Hear!” several others said, voicing their support.

“Thank you everyone. I really appreciate your support. I promise to work hard to serve our various constituencies, especially our shareholders.” Sanjeev didn’t mention one other constituency he intended to serve – the needy and deserving masses of people in the great nation of India.

“I do have one agenda item, everyone,” Sanjeev said after a pause.

The surprised Board members gave their new CEO their full attention.

“I’d like to discuss the possibility of moving our tools and applications development teams offshore. To our Bangalore facility.”

Several of the Board members had expected for more than a year that Ebberson would suggest the very same thing. It had been two and a half years since Macrosoft had moved their office productivity development team to Bangalore, and the company was posting astonishing profits. People always said that Macrosoft practically printed money. With their lower costs in India, it was as if Macrosoft’s printing presses had begun printing printing presses.

With the U.S. economy flat, if not sinking, and the world economy not faring much better, the company’s expected revenues would at best be flat for the next few years. If the top line wasn’t going up, it made sense to try to save costs so that the bottom line would.

“It seems like a good idea, I must say,” one of the Board members said. “With our development costs in those two divisions, we’re talking about saving upwards of $300 million a year, maybe more.”

“Macrosoft has been kicking our ass the last few years,” one of the men said. Then, realizing his gaffe, the man looked at Ebberson and said, “Sorry, Lonnie.”

Ebberson boiled, but said nothing.

One of the Board members asked about personnel. “Where will you get enough qualified engineers? I’m assuming most of our existing U.S. employees won’t want to transfer to India.”

Sanjeev was ready with his answer. “Do you remember the deal we did with Jain Consulting a few years ago?”

The Board members nodded or otherwise signaled they remembered when Ebberson told them about the deal. It had seemed a bit strange at the time.

“Well, we were sure to put a buyout clause in the contract. We can purchase controlling interest in the company at any point we desire. I suggest we contact them and get the ball rolling on it. This will give us access to another 30,000 engineers or so. And these guys are all smart, talented, top-notch people.”

Ebberson remembered forming the partnership and signing the contract. It was one of Sanjeev’s deals. A horrible thought flashed through Ebberson’s mind, but he forced himself to put it out of his head.

The discussion continued for 20 minutes. Sanjeev said little, as he had planned.

Finally, one of the Directors faced Ebberson and asked, “Lonnie, what do you think?”

Ebberson looked first at the Director, then at Sanjeev.

In perhaps the most difficult moment of his life, Lonnie Ebberson replied, “It’s not my call anymore. Sanjeev?”

Sanjeev buried his relief and elation in a steel vault 10,000 feet underground. There would be time for that later. After only the briefest pause, he said, “Thank you, Lonnie. I appreciate how hard that must have been for you. But I really do want to hear your input.”

Ebberson hesitated, then said, “Well, I don’t like the idea of putting thousands of loyal employees out on the street. Most of these folks will not move to Bangalore, let’s face it. But we do have to consider shareholder concerns. With the numbers we’re talking about, we would be able to post a 25-30% increase in profit for several years. That’s hard to ignore.”

“Bottom line, what would you do?” Sanjeev asked.

In his mind, Ebberson pictured the chart showing Macrosoft’s stock price wildly climbing ever further above Seer’s sagging stock price. Then he replied simply, “Assuming the cost savings are real and these engineers are as talented as you say, I’d do it.”

“I agree,” Sanjeev said to Ebberson, and to the Board. “Thanks everyone. I’ll get a plan in place and start rolling. I’ll keep you all informed via emails once a month or so.”

And with that, Sanjeev had accomplished the next stage of his plan. 15,000 jobs moving to India, maybe more. And that wasn’t counting all of the secondary and tertiary jobs that would be created to support the first set of workers. Housing construction would go up. Food distribution improvements would be needed. Purchases of automobiles, petroleum, clothing, and so on would go up. It was another step to the positive economic spiral Sanjeev had envisioned for India most of his life, and for which he’d teamed up with Apu, Ramesh and Vikram over 20 years earlier.

YVC Headquarters, Menlo Park, California, USA

February 2008.

After seeing Apu Rana named CEO at Macrosoft and Ramesh Chaudhary named CEO at GBM, John Baker had been closely tracking the rumors of Lonnie Ebberson’s possible retirement from Seer.

Baker had spent a good deal of time researching the various executive managers within Seer, expecting that Ebberson would choose to promote from within. After all, Seer was the man’s baby. Baker was sure that Ebberson would want to have had several years’ experience working with whomever he gave the reigns to.

Baker had narrowed down the list of possible candidates to three of Seer’s executives.

Mary Roberts, Seer’s Executive Vice President of Worldwide Sales, seemed like the best candidate to Baker. From the company’s earliest days, Ebberson had established an aggressive and highly successful sales culture at the company. The old joke was that there were only two kinds of sales people at the company, rich or new. Unsuccessful sales reps were let go in a perfect example of capitalistic Darwinism. Mary Roberts had been an extremely successful sales rep, then an even more successful sales manager. The only problem was, she didn’t have a Y chromosome. Baker highly doubted Ebberson would name a person without a Y chromosome as his successor.

Peter Quentin, the company’s Sr. VP of the platform development group, was well respected but basically an engineer through and through. His team did include the team that developed the company’s flagship product, a relational database that dominated the market, but however smart Quentin might be, Baker couldn’t see Ebberson turning the reigns over to someone without at least some fraction of his own business savvy. 

Sanjeev Kumar, the company’s VP of Business Development, was a well-rounded candidate. He’d held positions as a sales engineer, a sales rep, in various product marketing groups, in the company’s corporate marketing group and, most recently, in business development. The man seemed to match Ebberson’s self-confidence, vision and deal-making “touch.”

But the man was a bit of an enigma, apparently citing Zen teachings and talking as much about philosophy as company business. Baker struggled imagining Ebberson, a man that put testosterone in his cereal in the morning instead of milk, naming someone as “new age” as Sanjeev Kumar as his successor, however qualified he might be. Then again, Ebberson was a modern-day Samurai poet of a sort.

Baker correctly knocked Tony Parker, the company’s latest VP of Corporate Marketing, out of the running for the job. Ebberson’s disdain for marketing was legendary. Parker might have walked on water as a marketer, but he was at the wrong company if he hoped to one day run the show.

And so Baker began tracking the three likely candidates for the Seer CEO if and when Ebberson resigned.

When John Baker saw the press release announcing Sanjeev Kumar had been named as Seer’s new CEO, he was surprised, but not shocked. He was, however, quite worried. It was the third large software company to name an Indian national as CEO in the past three years.

Like he had done when Apu Rana was named CEO at Macrosoft and when Ramesh Chaudhary was named CEO at GBM, Baker called Sanjeev Kumar’s office when he heard the news. Just as he had done with Apu and Ramesh, Baker felt the need to meet with Sanjeev face-to-face in order to understand the man’s plans with respect to India.

Unlike with Apu and Ramesh, however, it took three weeks for Baker to get an appointment to see Sanjeev. And in that time, emboldened by the earlier moves by Apu at Macrosoft and Ramesh at GBM, Sanjeev made his announcement to move Seer’s tools and applications development teams to India.

Out of respect for Baker’s four decades of success in Silicon Valley as well as for his advanced age, Sanjeev agreed to meet Baker in Baker’s office on Sand Hill Road in Menlo Park. Sand Hill Road was the address for venture capitalists; it was ground zero in what John Baker once called the “largest legal creation of wealth in the history of mankind.”

Baker’s office was conveniently located for Sanjeev, who lived with his wife and three sons in an old home on a two-acre ranch in Woodside. Sanjeev arrived at Baker’s office at 6:00 a.m. on a Tuesday morning. The door was open, but the office appeared empty.

“Sanjeev, is that you?” Baker called out from the back of the dark office.

“Yes, it’s me.”

“Please come on back. Follow the wall to your left. Last office on the left.”

Sanjeev made his way toward Baker’s office. Baker got up from his desk and walked to meet Sanjeev half way.

“Would you like something to drink? Coffee? Tea? Water?”

“Some tea would be nice, thanks.”

“Sure thing.” Baker led Sanjeev to the kitchenette, poured hot water into a mug and handed the mug to Sanjeev. “Take your pick,” Baker said, motioning to a large collection of boxes full of fancy tea bags in various colors.

Sanjeev chose a small bag from the box labeled “Darjeeling”, tore it open and dropped the tea bag into the hot water. He imagined the disdain such barbaric behavior would cause Apu the Tea Snob.

Baker refilled his glass of water and led Sanjeev back to his office.

“Thanks for coming over, especially so early in the morning.”

“Not a problem. I’m usually up quite early anyway.”

There was something in the way Sanjeev said it that made Baker ask, “How come?” and not expect, “To get a jump on my work” as an answer.

“The time difference. If I get up at 4:00, then I can get a full eight hours’ overlap with my groups in India.”

“That was actually what I wanted to meet with you to discuss,” Baker said.

Sanjeev had been briefed by both Apu and Ramesh. He’d expected Baker’s call, and had purposely pushed their appointment back until after he’d made his announcement to move two of his largest organizations to India.

“Sure. I understand,” Sanjeev replied.

“I was going to ask you whether you intended to move more work offshore now that you are CEO. Obviously, your recent announcement answers that question. Now that you have made your announcement, I’d like to ask you why. Why the aggressive move to India?”

Apu and Ramesh had prepared Sanjeev for this question. The three men and Vikram had rehearsed the answers they had agreed each would give.

“It’s simple, really. We’re trying to ‘follow the sun,’ as they say. With people in India and elsewhere on the other side of the world, we can effectively operate twenty-four seven. It’s a huge benefit since as one group finishes their day, the other group half way around the world is just starting theirs.”

Baker had certainly heard this cited as an advantage of having people in India or elsewhere around the world, although it seemed like a bigger advantage for call centers than for engineering groups.

“Any other advantages that you see?”

“Well, people talk a lot about other things, but we’re mainly focused on getting people working 24 hours a day. It’s like operating a manufacturing plant at all hours, except you don’t have to hire people to work in the middle of the night, when, as humans, they’re supposed to be sleeping. We really do think this will be a huge advantage for us.”

Sanjeev was quick tongued and even quicker witted, Baker realized. There was no way he was going to get past the man’s pat answers. Perhaps Ebberson had chosen his replacement correctly after all.

After a few more minutes, Sanjeev shook Baker’s hand and headed to his office atop the Seer headquarters building 15 minutes away in Redwood City. Baker sat at his desk, elbows on his desk, head held in his hands. After a minute, he popped himself two Extra Strength Tylenol.

~~~~~

Sanjeev left his office that day at 6:00 p.m. sharp. It was a Tuesday, and he had a long-standing date night scheduled with his wife of eight years, something he took as seriously as any business meeting. Once the realities of Sanjeev’s job had set in many years earlier, Sanjeev and his wife, Anandita, agreed to set aside Tuesday and Saturday nights for themselves, and Thursdays and Sundays for their entire family, which now included their three sons. He worked late the other three nights a week.

After eight years of marriage, Sanjeev was still completely in love with Anandita. He knew beyond a shadow of doubt that this would always be true. A believer in the concept of soulmates, Sanjeev was convinced Anandita was his. And that she felt the same about him. From the day they married, his wife became his partner, his confidant; at their wedding, he made a silent vow to her and to himself that he would share everything with her, keep no secrets from her.

Anandita was a remarkable woman, Sanjeev thought. Even here in America, she kept to the Indian ways, and the Indian traditions. To Sanjeev’s great pleasure, she cooked traditional Indian food in traditional ways. And yet, in many other ways, she was thoroughly modern.

Her support for her husband was unwavering, as was his respect and admiration for her. After a long day of taking care of three young children, cooking three meals for the family and keeping their house in order, she still made sure she was available when Sanjeev came home from work. Not just to make love, but also to listen to him talk about his work. She appreciated his openness and honesty, that he confided in her so fully.

Sanjeev was the antithesis of the typical male “cave man” coming home from work. He often liked to talk through the events of the day; whatever world, industry or company trends he’d detected; or his thoughts about the various people and companies he worked with. Anandita listened intently, offering an ear as well as sound advice on occasion.

On this night, Sanjeev was talking about a man named John Baker.

“He’s quite an impressive guy,” Sanjeev said.

“How so?”

“His track record as a venture capitalist is unmatched. He’s pretty much written the book on getting in early on the big deals, the ones that pop, while avoiding the dogs. He’s amazing at seeing value where others don’t, and avoiding traps when others fall into them.”

“Luck?”

“No, I don’t think so. At least not primarily. He’s been doing it for something like 40 or 45 years. Consistently.”

“Impressive.”

“More than that, he’s clearly a man of integrity and honesty. There’s a directness about him that isn’t tarnished by aggressiveness. There’s a will in him that isn’t overwhelmed by competitiveness.”

Anandita thought she was hearing her husband describe himself. “He sounds like a man I would like. And like a man I love with all of my heart.”

Sanjeev leaned over and gave his wife a kiss, and took her hand in his own.

“I’m not sure I made the right decision by so closely befriending Apu, Ramesh and Vikram. I suppose Vikram is harmless enough given how heartbroken and lost he’s been all these years, but Ramesh worries me and Apu, well he scares the living daylights out of me. The man is possessed with so much hatred, dear. It is so sad. Such an utter waste of a life that could otherwise be so full of success and happiness.”

Anandita had long since held similar views of these men, especially Apu. She’d disliked him immediately when she first met him, at Sanjeev’s and her wedding. The man was a bitter, vindictive man with a heart made of rotting, worm-infested mutton meat as far as she was concerned. She’d heard rumors that he was a womanizer of the worst kind, too. Now, as was her usual way, she stayed quiet, letting her husband work through his thoughts.

Sanjeev continued, “I understand Apu’s anger about his father, and Ramesh’s too. But I fear they will take things too far. It is one thing to help India, it is another to destroy America. For, if nothing else, if we go to far and hurt the American economy to deeply, it will surely backfire on us.”

“What will you do?”

“For now, nothing,” Sanjeev said. “Our interests are aligned, at least for the moment.”

12. Current Events, March 2008 through May 2009

Newspaper article from the April 7, 2008 San Francisco Chronicle:

Service Workers Finally Get Assistance

San Francisco, California

The U.S. Labor Department’s Trade Adjustment Assistance program helps workers who have lost jobs to foreign competition. Until today, however, the program helped only manufacturing workers. Service workers, such as computer programmers and call center agents, weren’t covered. Now that’s finally changed.

Worker-advocate groups such as the Communications Workers of America and WashTech have lobbied for the change for the past several years. Effective today, the program finally provides a similar level of aid to service workers who lose their jobs to foreign competition as it has provided to manufacturing workers since 1974, when the program was created.

“We are extremely pleased that Washington has finally adapted the law so that service workers receive the same assistance as manufacturing workers when their jobs are lost due to foreign competition,” said a spokeswoman for the Communications Workers of America.

Newspaper article from the April 21, 2008 Palo Alto Weekly:

Summer of Discontent

Vital city services will likely be cut this summer

By Donald Burns

The city of Palo Alto continues to face tough financial times. Last year’s weak economy which has continued thus far in 2008 has drastically lowered city revenues and strained the city's budget. The city receives most of its revenue from sales taxes. When the economy slows and people are buying fewer goods, the impact on city resources is severe.

City revenues from sales tax have decreased by 8.5 percent compared to last year and a staggering 33.7 percent compared to just five years ago. In addition, the city will suffer a substantial cut in state-shared revenue due to declining corporate and personal income tax collections. These two factors, combined with unavoidable cost increases have made it necessary for the city to adopt a budget cut of approximately $75 million over the next 18 months.

Because of the revenue shortfall, the city will likely have to once again cut back on many vital services such as the police and fire departments; water, sewer, solid waste, storm drain, and street maintenance; as well as the city’s court, parks and libraries.

13. Summer 2009

5th Annual High Tech Leadership Summit, Aspen, Colorado, USA

June 1, 2009.

Thursday morning, Baker woke, had a light breakfast, dragged himself into the shower, and dressed. It was the first day of the 2009 High Tech Leadership Summit. 

Four years prior, at the 2005 Summit, Baker had been ridiculed and called a “crazy, fucking xenophobe.” He still remembered the exact quote. Then, in 2007 at the last Leadership Summit in the U.S., he’d been called an “alarmist” and told he was exaggerating the possibilities.

And so here he was, ready to try again. This time, he was to face off in an hour debate with Teresa Tyson. The topic: the pros and cons of moving offshore. At least the topic had reached the point where people were at least willing to accept that there were, in fact, cons, not just pros, Barker reflected.

Baker walked slowly to the resort’s conference center, focusing his mind on the various points he wanted to make. He brought no written notes; he did not need them after having played countless games of mental chess with the issue for more than four years. Palo Alto to Bangalore 3. San Jose to Mumbai 4. San Francisco to Delhi 7. And on and on it went.
Baker said hello to a few people and then walked to one of the podiums on the stage. He poured himself a glass of water and waited. A few minutes later, Tyson walked in. Baker walked over to greet her, then returned to his podium. A few minutes later, the crowd quieted and the moderator began.

“Welcome everyone to the 2009 High Tech Leadership Conference. We’ve decided that this year, we will skip the traditional keynote speech and instead go directly to a debate on a subject that is quite important to all of us, the movement of jobs offshore to places like India, China, Eastern Europe and the like. It is my pleasure to introduce John Baker, long-time Silicon Valley venture capitalist as well as long-time voice against the offshore movement, and Teresa Tyson, long-time high tech analyst who has repeatedly voiced her support for the movement of jobs offshore.”

The crowd politely applauded. The moderator provided the details of the format of the debate.

Baker went first. He gave a ten-minute speech about the devastating consequences of the offshore movement: millions of workers losing their jobs, America’s economy crumbling. He cited Macrosoft’s move of over 15,000 people to Bangalore, GBM’s move of 15,000 people to Mumbai and Seer’s move of another 15,000 people to Bangalore. 

“The jobs moved offshore by these three companies are not really the issue. 45,000 jobs is normally just a blip on the job-tracking radar. But these companies are leaders. Where these companies go, others follow. Already, studies show we’ve lost over two and a half million jobs to countries like India and China in the past five years. Surveys show that we’ll lose as many another three million more within the next five years. And that’s just the high tech jobs, the jobs at high tech companies. With all of these jobs moving to India, China and the like, all of the jobs centered on providing goods and services to the high wage earners in these high tech communities will go there too. Construction jobs, jobs at restaurants and retail shops, you name it.

“The same thing is happening in many other fields, too: call centers, telemarketing, accounting, health care, you name it. You name the field, and jobs are flowing out of this country at a horrifying pace.”

When Teresa Tyson responded, she was dismissive of Baker’s points. She dove into an academic, historical treatise of how the United States had always found a way to react and respond when other industries moved out of the United States. When discussing the manufacturing industry, Tyson harped on how the U.S. still led the world in highly flexible manufacturing. Sure, China had created a stranglehold on traditional manufacturing, but the U.S. was still the leader where it mattered, she said.

What on earth are you talking about, lady? Baker wanted to reply. In what world do you live in where you can say with a straight face that the U.S. is a leader in manufacturing? Then, answering his own question, he realized she lived in the theoretical world of analysts that never had to start or grow a company, never had to sell a product, never even had to decide which companies were most deserving of funding. All she had to do was opine, and appear confident in doing so. Nobody seemed to care that she’d been wrong on most subjects and had rarely been right about anything of consequence or at all uncertain.

Besides, Baker knew that, as with agriculture before it, the primary driver behind the loss of U.S. jobs in manufacturing was automation and increased efficiency, not the movement of jobs out of the country. And, Baker thought, not only was the analogy to the loss of manufacturing jobs not appropriate, it missed the point completely. Regardless of the cause – increased efficiency or the offshoring of jobs – if the loss of jobs gets too far ahead of the creation of new jobs, things were going to blow up in a big way. And not only that, but the new jobs have to be “similar enough” to the old jobs in terms of what education, training and experience it takes to do them. Farmers didn’t become manufacturers, not many at least. And manufacturers didn’t become customer support representatives. Computer programmers weren’t about to magically become biotech scientists or anything else. And Baker certainly hoped that the U.S. wasn’t going to start paying software engineers not to write code, like it paid farmers not to grow crops.

Tyson continued, “In conclusion, this will play out just as it has in every other instance in history. U.S. workers will benefit from the move offshore because the move will open up better, higher paying jobs. Sure, some people will need to be retrained, but we have the world’s best – and some would say only – continuing education system. We have overcome these kinds of movements in the past, and I am confident we will do so again here. Thank you very much.”

Christ, she sounds like a politician, Baker thought.

 Baker’s rebuttal focused on what he considered the ridiculous notion of simply “retraining” the people who lost their jobs.

“These aren’t just ‘blue collar’ manufacturing jobs. These are jobs that require four or more years of highly specific education and many more years of on-the-job training. This isn’t a case of an assembly line worker losing his job building cars and then needing to take a 10-week vocational education class to learn how to work in another manufacturing or assembly situation. What is a software engineer with four or more years of education supposed to do? Go back and get a second undergraduate degree in biology or chemistry in order to enter the biotech world? Where’s he going to get the money for four years of school? How would he pay his mortgage or rent for four years without a job? And of course it’s worse than that since the guy’d probably need a Ph.D. given how specialized biotech has become.

“This isn’t a matter of taking a ten-week vocational education course,” he repeated. “Again, what should a computer programmer who has lost his job do? Become a biotech scientist? Do we have a ten-week voc ed program for that? Of course not. This isn’t just a ‘training’ problem. It is a complete change in profession. It isn’t going to happen, at least not quickly or easily. We’re talking at the very least about the need for a substantially wider and deeper social safety net for an entirely new class of unemployed workers.”

Back and forth the two went for more than an hour and a half. When the debate ended, the crowd politely applauded for the participants. Always civil, Baker shook hands with Tyson even though he wanted to take the dense woman by the shoulders and shake some sense into her.

And as Baker made his way back to his room, he realized sadly that even in the face of over a half a million high tech jobs having moved out of the United States in the past year alone and over two and a half million high tech jobs having moved out of the country in the past five years, people still did not see the writing on the wall. Sometimes, he found himself thinking, it is pretty damn depressing being a visionary, waiting for everyone else to catch up.

Sheraton Kauai Resort, Poipu Beach, Kauai, Hawaii, USA

June 12, 2009.

A week and a half after John Baker was in Aspen, Colorado debating the pros and cons of offshoring, Apu, Ramesh, Sanjeev and Vikram met at the Sheraton Kauai Resort on the oldest Hawaiian island, serene and lush Kauai.

  Apu, Ramesh, Sanjeev and Vikram met Friday night at 7:00 p.m. for dinner. Sanjeev suggested they try Naniwa, the hotel’s Japanese and Sushi restaurant. As the men stepped through the noren, or curtain, that graced doorway, it was as if they had been transported across the Pacific to Japan. 

Like the delightful character Gopal Kumar in Anurag Mathur’s novel, The Inscrutable Americans, their years living and working in America had chipped away at the religious beliefs of the four men, especially those concerning dietary restrictions. It was nearly impossible to adhere to a strictly vegetarian diet. Slowly the men each added fish to their diet. Then chicken. Then pig. Eventually, like Gopal, they finally succumbed and added beef to their diets. Now, after being in the U.S. for so many years, all four loved a good meal, no matter what it was, no matter what living form it once took.

The restaurant was famous for its extraordinary sushi from the island’s prime selection of fresh seafood and specialties air shipped daily from Japan, and the four men were anticipating a delicious meal.

“Nice choice on the hotel, Sanjeev,” Ramesh said. He’d been awed by the resort’s tropical foliage that provided a never-ending play of color, light and fragrance. He’d also been impressed that the 20-acre, 400+ room hotel felt so intimate, something aided by the fact that no building was taller than a mature coconut tree, and the fact that the hotel consisted of several relatively small buildings instead of one large one.

“Thanks. My wife and I really enjoy this place. We come here at least once a year, even if just for a weekend.”

“It really is nice,” Apu said, “although I prefer the Four Seasons on Maui.”

“That, too, is a truly wonderful resort,” Sanjeev said, not wanting to get into a battle with Apu over which of them knew the best hotel.

After a little while, the waiter came over to their table and took their orders. Sanjeev ordered the Otsukuri dinner, which was comprised of seven varieties of the Chef’s daily seafood selection. He’d been ordering it each time he came to the restaurant since the very first time he’d come and met Chef Mizuno, the man responsible for the restaurant’s exotic and artistic culinary treats. The others ordered a combination of traditional Japanese cuisine, including vegetable tempura, sashimi and chicken donburi.

When the waiter left the table, Apu got down to business. “Well, congratulations again, Sanjeev. It looks like your analysis of Ebberson’s decision was spot on.”

“Thanks. Thank god Mary was a woman, that’s all I have to say.” Mary Roberts was the EVP of Worldwide Sales at Seer. Or at least she had been until she was passed up for the role of CEO when Lonnie Ebberson stepped down. She was so angry about being passed up, and at the likely but unprovable reason for it, that she’d quit on the spot when Ebberson informed her of his decision.

“It’s too bad she resigned, but I guess I can’t say I blame her.”

“No, I suppose not. I’m going to have to find someone to replace her, though, so if you guys know anyone good, please let me know, all right?”

“Will do.”

“Sure thing.”

“How has the move of your tools and apps groups to Bangalore going for you Sanjeev?” Apu asked.

“Just fine. You guys blazed the trail. It was pretty easy to get the Board to follow along.”

“Vikram, what’s up with you?” Ramesh gently asked the only non-chief executive among them.

“My career’s doing well, I guess. As I told you guys, I made Partner earlier in the year, but then there are a million of us at the firm. It’s like being a vice president at a bank. Only the guy that cleans the toilets isn’t a VP.”

“Congrats again on making Partner,” Sanjeev said sincerely to Vikram.

Apu rolled his eyes, then said, “Is it time for us to give you those big, fat consulting contracts now?”

“Yes,” Vikram said gratefully, “I believe it is.”

“Consider it done,” Apu said. “I’ll call you when we’re back on the mainland to arrange the details.” Apu needed Vikram’s career to rise to the next level; of the four men, Vikram stood to move the most jobs to India, even more than Ramesh at GBM, and three times the number that he and Sanjeev could likely move. Plus, Macrosoft, GBM and Seer would likely need access to the pool of Indian IT consultants he needed Vikram to provide.

“Likewise,” Ramesh added. “I’m having a good quarter, so I can probably take a sizeable loss on the deal if I need to.”

“Thanks guys. I really appreciate it,” Vikram replied.

“No problem. We’re a team, remember?” Apu said. And I’m the captain.
14. Vikram Neel

YVC Headquarters, Menlo Park, California, USA

September 2009.

John Baker reread the press release for the third time. ADS, one of the world’s largest high tech consulting firms, had just appointed a man named Vikram Neel to the position of Managing Partner.

Baker had never even heard of Vikram Neel. The guy had appeared out of nowhere and shot up to Partner and then Managing Partner within the past four months, something generally unheard of. Apparently, he’d somehow managed to land several whopping and exclusive contracts with Macrosoft, GBM and Seer. With Apu Rana, Ramesh Chaudhary and Sanjeev Kumar.
Given the aggressive offshoring initiatives of the new CEOs at these companies, and the fact that ADS employed more than 200,000 people, Baker had reason to worry about the coincidence. But he just couldn’t see how a consulting company – that depended on actual human people meeting with customers – could offshore many jobs. At least not people serving the company’s U.S.-based clients.

After much consideration, Baker decided that there was simply no logical, rational way that Vikram Neel could defend moving many jobs to India. And so Baker did not call Vikram, as he had called Apu, Ramesh and Sanjeev.

For the next several months, ADS made no announcements concerning the movement of jobs offshore. It appeared as if Baker’s analysis had been correct.

ADS Headquarters, Bethesda, Maryland, USA

November 2009.

A conservative three months after becoming ADS’s Managing Partner, Vikram made his proposal at the September Partner’s meeting. 

“I propose that we keep all management consultants and business process consultants in the United States, but that we move all technical consultants to Bangalore,” Vikram said by way of introducing his proposal. Then he went on.

“Our technical consultants work onsite with our clients only 25 to 40 percent of the time anyway. And most of our TCs will tell you that there’s no real reason for it to be even that high. With email, web conferencing and the promise of simulated video conferencing, our folks can work from India for half to two thirds the price. We’re talking about something like $2 billion in savings per year,” he continued.

“I’ve already contacted the five largest consulting firms in India, and we’ll easily be able to buy controlling interest in, or outright ownership of, any or all of them.”

Many of the old-timers resented Vikram Neel’s meteoric climb to becoming the firm’s Managing Partner. They resented how his apparent connections with the CEOs at Macrosoft, GBM and Seer seemed to dominate everything, and had led to his newfound position of power. But in the end most of the Partners had no choice but to simply respect, even stand in awe of, his phenomenal billing numbers. At the end of the day, consulting was about billing, and the guy had apparently figured out the formula to print money.

After an hour of heated debate, the Partners finally voted. By a narrow margin, Vikram’s proposal was accepted. Over 50,000 U.S.-based technical consultant jobs would vaporize within six months.

John Baker wanted to kick himself. He hated when he didn’t see things clearly, fully. In other words, what he hated was feeling how everyone else felt most days of his or her life.

His analysis back when Vikram had been promoted to Managing Partner at ADS had been correct, he was sure of it. There truly was no fully considered reason for ADS to move jobs en masse to India. In a rare moment of mortality – some kind of kryptonite-induced loss of his superpowers – he just hadn’t thought things through fully. Actually, he realized, he had been thinking about what he considered to be the smart thing instead of what Vikram and the other Partners at ADS would think was the smart thing. With hindsight, it wasn’t surprising that the opinions were different.

The company’s press release described how the company was only moving technical consulting jobs that didn’t require much on-site presence with customers. But Baker was confident that had the Partners really thought things through, they would have realized that the cost savings of moving things offshore were diminishing rapidly. Across India demand was suddenly and drastically outpacing the supply of talented engineers. A similar phenomenon was occurring in China, Eastern Europe and elsewhere.

It had already started to happen. In yet another example of the clear relationship between supply and demand, high tech salaries in India had almost doubled in the past two years, and were expected to climb higher. They were already at 60-75% of their U.S. counterparts, and would soon be at 80-90%. Salaries in China and Eastern Europe hadn’t moved quite as much, but were rising quickly. American IT salaries, on the other hand, had remained flat, or even dipped somewhat, over the past several years.

Worse still, Baker knew that ADS client engagements would suffer from the lack of direct experience within the technical ranks. Sure the management consultants and business process guys could theoretically liaise and communicate requirements back to India, but in reality these people didn’t even talk to the same people within client companies. The management consultants spent all their time with the C-level executives, and the business process guys spent their time with the domain experts. After moving the technical consultants, there would be nobody talking with the clients’ IT and technical employees. Certainly the MCs and BPCs weren’t going to do it.

What Baker had not counted on was that Vikram Neel might actually act irrationally, or at least with such bad judgment. Or that he’d be able to convince ADS’s Partners to go along.

He decided to put in a call to the man.

When the conference call was finally arranged, Baker asked Vikram about the recent announcement.

“We only moved the technical consultants,” Vikram said defensively. “Our management and business process folks are still here in the U.S.”

“Why did you make the move? Was it to cut costs, to save money?”

“Not really, no.”

“Was it so that you could have workers working around the clock, across the time zones?”

“No.”

“Was it so that you could benefit from the diversity of having people with multiple cultural backgrounds helping your clients?”

“No, not really.”

“Then why?” Baker asked, having exhausted the three reasons he’d heard most for why companies moved work overseas.

“Well, these days, with much of the technical work being done at the vendor shops in India, we felt like we had to move our technical folks so that they were closer to those teams.”

Baker was shocked to hear Vikram give such a derivative, “meta” reason. In effect, his reason boiled down to because the other guys did it.

“Basically,” Vikram went on, “we chose proximity with the technical teams at our vendor partners over proximity with our clients, given how little we need to have high-touch with our clients at the technical level.”

Baker hung up minutes later, and reached immediately for the bottle of Tylenol now ever-present within arm’s reach on the top of his desk. His headaches were getting worse, and disturbingly more frequent.

If Apu Rana, Ramesh Chaudhary and Sanjeev Kumar were perfectly fitted for the leadership positions at their respective companies, Vikram Neel was perhaps the unlikeliest of corporate leaders.

Until being promoted to Partner only a few short months earlier, Vikram’s career at ADS was a mixed bag. For years, his billing was undistinguished, if not poor. Never in the firm’s top half of billers, he was often in the bottom quartile. He would have long since been fired if it weren’t for one very important fact: exactly 100% of Vikram’s clients said they were completely satisfied with ADS’s work and, crucially, were referenceable customers. This was true even for accounts on which serious mistakes had been made and for which schedules and budgets had been overrun. The man had a deft touch with his clients, seemingly able to intuit exactly what they needed to feel that ADS had served them well.

In the end, the Partners decided that they could work with Vikram to get his billing up. Worst case, they could somehow pair him with one of the firm’s top billers. He was made Partner instead of being fired.

Then, suddenly, Vikram began bringing in huge contracts worth tens of millions of dollars from industry leading vendors like Macrosoft, GBM and Seer. Better still, the contracts were exclusives. Best of all, the contracts were on very good financial terms for ADS. In the history of the firm, no one had ever seen such incredible deals. It was as if these companies were happy to just hand over piles of money to Vikram and ADS.

With top-notch client-facing skills and his newfound billing success, Vikram’s career hit overdrive and by late 2009, just four months after being promoted to Partner, he was voted Managing Partner. He was 39 years old.

But Vikram was a man whose personal failures spilled over into his professional life. One failure in particular, the loss of his childhood sweetheart, Minal, didn’t just spill, it gushed. Some 24 years after the girl had run away with an American teenager backpacking around India, Vikram still walked through life with his head down, his chest sunken, cowering and afraid that the world might somehow hurt him that deeply again.

Just 5’6” with a skinny, fragile frame, Vikram was not the poster child for modern executives. He was highly intelligent, articulate and highly goal oriented, but these are not traits generally thought to be sufficient to overcome a man’s small physical stature or low energy level. What had worked wonders for him was his incredible empathy, his ability to read people and situations, and to know exactly what to say or do to satisfy or otherwise calm his clients and his coworkers. It was as if he’d committed his life to making sure that he didn’t disappoint anyone, ever again, after having so obviously disappointed his childhood sweetheart, the love of his life.

For years, Vikram worried that he would not succeed, that of the four friends that had met so many years earlier he would be the only one whose career would stall. By all reason, it should have. He had poor eye contact. He seemed to flinch at everyone and everything. He spoke softly, with little energy or passion, as if attempting to disappear while speaking. Most of the time, he seemed beaten down by the world, weak and spiritless. One colleague joked that Vikram’s epitaph would someday read, “Oh, woe was I” since, after all, he lived his life according to the present tense form of the same saying.

As good as he was at reading people and situations, Vikram lived a life of insecurity. He worried constantly that whatever it was that prevented him from seeing the signals of dissatisfaction from his beloved Minal would happen again at some crucial moment with some critical client at work. If I blew it with her, I’ll blow it again, he often found himself fretting.
Having just been named the top executive at one of the world’s largest and most successful consulting firms, Vikram did not celebrate. His was no longer a life of celebration. It hadn’t been for over 20 years, since that fateful day. His was a life of duty now. Of vengeance, however misguided.

On the day of his promotion to Managing Partner, Vikram’s great grandparents were 98 years old and had been married for 80 years. His grandparents were 79 years old and had been married 58 years. Vikram’s parents were 57 years old, had been married 35 years, and while they waited until the previously unheard of age of 22 to marry, they had children immediately. His mother was still 22 when Vikram was born.

All of Vikram’s living relatives lived in Kanchipuram, the same small town in which he’d grown up. The Dravidian town was in the southernmost Indian state of Tamil Nadu and was 75 kilometers or so from Chennai (formerly Madras). Vikram vividly remembered the time he spent with Minal, who lived right next door, regularly visiting the Kailasanatha and Sri Ekambaranathar Temples dedicated to Shiva, the Prand Devarajaswami and Vaikunta Perumai Temples dedicated to Vishnu, and the Kamakshi Amman Temple dedicated to Parvati in her guise as Kamakshi, the goddess who accedes to all requests. Vikram frequented this last temple often after Minal left him. Unfortunately, either Parvati had made an exception for him, or was working excruciatingly slowly on his request to get Minal back.

By the time he graduated at the age of 21 and with no serious prospects for marriage, Vikram could no longer live with the shame of being unmarried and childless. It simply wasn’t done. For generations, his family married young, had children young, and remained married as long as almost a century. That was the standard, against which he failed miserably. However well he’d done at IIT, he was a failure when it came to upholding the traditions of his family. With seven sisters, he was the only son, the only one that could carry on the family name. He felt like he had no choice but leave the country, so deep his sense of shame and embarrassment. When he met Apu, Ramesh and Sanjeev at school, he decided immediately to join their cause, and follow them to the United States. He needed to be far away from his family and, at half way around the world, America qualified. Besides, Vikram was drawn in some weird act of self-flagellation to the country of the bastard of a man who’d stolen his girl.

From the moment he arrived in the United States and began working for ADS in 1992, Vikram had no real personal life. He spent every waking moment thinking about work, and avoiding thinking about Minal and his lack of a home life. Even after almost 20 years of work, well after making millions of dollars and able to afford something far larger and nicer, he continued to live in a two-bedroom condominium, ashamed of his undeserved, meaningless success.

Days, Vikram was haunted by the crystal clear memory of Minal leaving. He convinced himself that he could still feel the heat on his cheek where she’d kissed him goodbye on the day she left with the American. His heart still sank when replaying what she’d said that day. “I’ve met someone else, Vikram. I’m sorry.” He often flogged himself by repeating it to himself again and again.

Nights, Vikram was haunted by myriad variations of the memory. On the night he was named Managing Partner at ADS, he dreamed of a young lass taken by a red and blue dragon with piercing bright white eyes. The following nights, the dragon was replaced with men with swords, men with guns, men with roses and champagne and white skin. It was always men with white skin.

15. Following a Hunch

YVC Headquarters, Menlo Park, California, USA

December 2009.

John Baker sat alone in his office late the night after his phone call with Vikram Neel. Something had been nagging at him after his meetings with Apu Rana at Macrosoft, Ramesh Chaudhary at GBM and Sanjeev Kumar at Seer. Whatever it was, it was only a dull sense that something seemed askew. But Baker had learned through the years to trust his instincts, and besides, whatever it was that was bothering him after his meeting with Ramesh Chaudhary at GBM, the feeling had grown after his meeting with Sanjeev Kumar at Seer. Now, after his phone call with Vikram Neel at ADS, Baker was sure something was going on. He just wasn’t sure what it was.

Something seemed strange about his conversations with the four men. Each had recently become the chief executive atop a major force in the high tech industry, and each had quickly made the decision to move large, strategic portions of their organizations to India. Sure, they were all Indian nationals, but Baker wasn’t sure that alone was the primary reason behind the moves. After all, plenty of other Indian CEOs of U.S. companies hadn’t bulldozed jobs to India like these four men.

When Baker had asked, each man gave a perfectly valid reason for moving the jobs offshore. Each man appeared to have carefully considered the matter and was able to cite a specific advantage they hoped to gain. He might not have agreed with their conclusions, but they weren’t acting whimsically or without careful consideration. Of this he was sure.

He’d been trying to figure out the common thread between the four men’s comments, but for the life of him, he just could not find it.

Sitting alone in his dark office within his quiet building, Baker finally realized what had been nagging at him: Each man had spoken of an advantage not cited by the others. The advantages given were all unique.

That’s why he hadn’t been able to figure out the common thread – there hadn’t been one! It was the absence of a common thread that was the common thread. It had seemed strange that there had been absolutely no overlap between what the men had said across the four conversations.

Now, Baker’s intuition told him that there had to be something more to this realization than just plain coincidence. Trust yourself, John. Trust yourself. 
He was now wide-awake. A surge of energy pulsed through him, as it always did when he latched on to some meaty problem that needed to be solved, and for which he had a workable angle of attack. Although it was already after 10:00 p.m., Baker did not hesitate. He fully expected the man he was calling would still be hard at work in his San Francisco office. Besides, the issue was important enough that he would have called the man at home and woken him up if he’d needed to.

Baker didn’t need to wake Harry “Who” Dini. Dini ran a one-man high tech private investigations operation. Baker had met Dini over 15 years earlier, when the man was first starting out. He’d been to Dini’s cramped equipment-filled office in San Francisco several times through the years for one purpose or another. Dini was whip smart and a nice enough guy, but the office building itself, old and rundown and complete with a take-your-life-in-your-own-hands elevator, gave Baker the creeps.

Dini answered on the first ring. “‘Who’ here.” Dini had long ago realized that this strange greeting would serve to distinguish between people that knew him and those that did not.

“Hi Harry. John Baker here. I hope I’m not disturbing you.”

“No worries, John. How can I help you?” Dini liked John Baker from the moment he met the man. Actually, truth be told, Dini liked Baker from the moment that Baker explained what the ‘Y’ stood for in ‘YVC’, his venture capital firm. He remembered Baker saying something like, “Yeast is an agent of ferment or activity. That’s what a VC is, right? The magic ingredient that froths things up, that kick starts the chemical transformation. Plus with a name like ‘Baker,’ it just seemed like the right choice way back when.” Dini had known instantly that he’d made a friend for life.

“I need you to do some background checking for me,” Baker said. “I’ve got four names for you. I want to know if they share any history together. You know, same home town, same schools, that kind of thing. I know they all went to IIT, but I don’t know if it was the same campus.”

“Okay, sure. Should be easy enough.”

“Yes, I should think so. These are all pretty high-profile guys.”

“Okay. Will do. Just send me their names and any current information you have. Anything else?”

“Yes, there is. I’d like you to sub out four guys for me. Assign one to each man. I want them followed.”

“Really? For how long?”

“I don’t really know for sure. For as long as it takes, I guess.”

“Are you sure? We’re talking some pretty big money here.”

“I know. I know. But you know I’m good for it.”

Yes, you are, Dini thought. About 10,000 times over.
~~~~~

While Harry Dini was busy doing whatever it was that he did, John Baker picked up the phone again and called his brother Jordan. He needed to talk to someone.

“Hello?” Jordan’s sleepy voice answered midway through the fourth ring.

“Hello Jordan. It’s me, John.”

“Do you know what time it is? Christ, it’s almost two in the morning here.”

“I know. I wouldn’t have called you unless it was important, though,” John Baker said. Jordan, five years John’s senior and his childhood idol, was Mr. Everything in their hometown of Columbia, South Carolina. Jordan was Mr. Basketball, still holding the school’s record for most points scored. Jordan was Mr. Popularity, always going with the prettiest girls, always friends with everyone. And Jordan was Mr. Do-No-Wrong-In-The-Eyes-Of-Mom, something John Baker resented even now, five years since her death.

“What is it?” Jordan asked, hoping to go back to sleep soon.

John Baker, who was otherwise one of the most confident, if not arrogant men in his field, was suddenly apprehensive around his brother. Too much history, he supposed.

“Well, what is it?” Jordan asked again. “I’ve got three heart surgeries scheduled back-to-back-to-back, starting first thing in the morning.” 

“Well, it’s just – It’s just that I – Well, I think I’m finally doing something important Jordan.” John Baker knew he must sound like a babbling idiot to his brother, but couldn’t help himself.

Jordan Baker respected his brother’s many accomplishments. His younger brother was thought by many to be the preeminent venture capitalist of their lifetime. He’d made hundreds of millions of dollars for himself, and created over $5 billion in wealth by funding some of the most successful startup companies on the planet. But his brother always seemed fixated on how he, Jordan, was the only one of the two of them doing “important” work.

“John, what do you want from me?”

“What do you mean, ‘What do I want from you?’” John Baker asked. “I don’t want anything from you. I just wanted to tell you about – You know what, never mind. Sorry I bothered you.”

“John, don’t be like that,” the older brother implored.

“No it’s okay, really. Sorry I bothered you,” John said.

“Talk to me damn it!” Jordan said through clenched teeth, trying hard not to wake his wife who had managed to fall back asleep at his side.

Neither man said anything for quite a while. Finally, John Baker said, “I think I finally figured out what mom was talking about for forty years until she died. Do you remember the day she died?”

“Of course. Why?”

“Do you remember? The last thing she said to you was that she was proud of you.”

“Yeah?”

“The last thing she said to me was that she loved me.”

“She did, you know. She loved us both very much.”

“But she never told me she was proud of me. Not just that day when she passed, but before that. Ever. She never once told me she was proud of me.”

Jordan Baker was stunned. He knew that his mother hadn’t been shy about publicly demonstrating her pride in him, and that she hadn’t been nearly as demonstrative with John, but he had no idea that she’d so completely snubbed his younger brother. It explained a lot, how he was always jealous of Jordan’s relationship with their mother, how he always seemed resentful too.

“I’m sure she was proud of you John. Maybe she didn’t say it as much as she should have, but –”

“But nothing. She didn’t say it at all. She should have, you know.”

“Yes, she should have,” Jordan said solemnly.

“She was always telling me that no matter how much money I earned for my investors, or for myself, it didn’t matter. ‘That’s not what matters’ she used to say.”

“Did she say what did matter? What does matter?” Jordan asked.

“Yeah. And that’s why I called you actually. She used to say to me, ‘It’s about helping others, John. It’s about giving them the hope and dignity and self-reliance that comes from giving them work, from giving them a job, a career.’ I called because I think the work I’m doing now would have made her proud.”

“That’s great, John. That’s great. You want to tell me about it?”

“I do, but not now. Go back to bed and get some sleep. You’ve got patients to see in the morning, people that need you to be sharp and on your toes. I’ll give you a call later in the week to tell you more about what I’m up to.”

“You sure?”

“Yeah, I’m sure.”

16. Current Events, December 2009

Newspaper article from the December 24, 2009 San Jose Mercury News:

A Not-So-Merry Christmas For Millions
San Jose, California

By Ken Kingston

Almost two and a half years ago, I wrote a column that highlighted the rapid increase in the use of offshore labor within U.S. corporations (“Outsourcing Stronger Than Ever”, July 2, 2007). 

The bad news is that the practice is more prevalent than ever, with over 75 percent of all Fortune 1000 companies utilizing the practice, and over 50 percent doing so significantly.

The really bad news is that the practice is spreading rapidly to midsize and even small companies. A comprehensive survey of U.S. corporations conducted by Department of Labor indicates that over half of all U.S.-based corporations offshore “at least some” of their business and over 30 percent offshore “a considerable portion.” Almost 10 percent of companies surveyed said that they have “at least half” of their employees based somewhere other than the United States. The survey does not include other corporate structures, such as partnerships.

If there is good news to report, it is that there continue to be some kinds of jobs that will likely stay within the United States for the foreseeable future: plumbers, electricians, mechanics, fireman, policeman, etc. The only problem is that few of these are high paying “white collar” jobs. Are you ready to compete with your children for your next job?

17. The Giant Sucking Sound

Seattle, Washington, USA

January 2010.

Apu sat alone for a few extra moments before going in to his executive staff meeting. He’d actually been a little bit nervous back in October 2005 when he first announced that he was moving the office productivity product team to Bangalore. It had been his first big move. He’d been considerably less nervous in early 2007 when he moved much of the company’s 5,000-person customer service group offshore, and in mid 2008 when he moved the company’s 500-person back office team offshore as well. But now, he was about to make the biggest, boldest move of his tenure as CEO. He took a deep breath and walked into the conference room just down the hall from his office. His executive staff was waiting for him.

Apu recalled vividly the day back in October 2005 when he’d made the first announcement. He’d barely let everyone bite into their bagels before pouncing on them with the news. Poor Roger Wittenberg. Wittenberg was the man who had been running the group, and running it quite well in fact. But he just couldn’t take the change, and retired from the company just four months after Apu had made the announcement.

This time, he intended to ease into his latest decision.

When there were 15 minutes remaining in the 90-minute meeting, all of the agenda items had been discussed; Apu ran an efficient meeting. The room had fallen silent, all eyes on Apu.

Apu began to speak slowly. “Back in late 2005, I made a strategic decision to move our office productivity team to Bangalore. The transition went smoothly, a testament to Roger Wittenberg and his team. And, now, almost five years later, I think it’s safe to say the move has been a resounding success.”

Several of Apu’s reports had their doubts. While it was true that the Bangalore office was started and staffed up fairly quickly, it could easily be argued that the company lost well over 10,000 person-years of development work in the move. And although the Bangalore team had come out with the expected revision of the office productivity product suite in 2008, the work had been almost complete – in its third beta release – before the move had been made. The group had not yet been able to deliver the next major revision after that one, which had originally been scheduled for the spring of 2009.

Apu continued, “And over the past few years, we’ve also moved various other functions overseas with much success. Our customer service costs are down over 40%, and our back office costs are down over 50%. All of this is happening with little or no appreciable degradation of service to our customers or within the company.”

Again, several of Apu’s direct reports begged to differ, but all held their tongues. Cindy Maksuto, the head of the Customer Service organization had taken to counting the number of complaints from U.S. customers that they could not understand the company’s Indian customer service representatives. The last count: over 10,000 in just the last month alone.

“And now,” Apu said, “we are about to make our most strategic move yet. Effective immediately, we will be moving our platform development group to Bangalore.” This group was the largest development group within Macrosoft, and employed over 25,000 people in the U.S.

The conference room was silent. Nobody moved. Nobody breathed.

“Questions?”

Nobody moved. Nobody breathed.

“Certainly some of you must have questions. Upilli, certainly you must have questions.”

Upilli Gupta was the Sr. VP responsible for the platform division. He finally took a breath.

“Well, no, no questions really, other than timeframe. How fast do you want us up and running overseas?”

“No more than 90 days, maybe 120, at least to get the first wave of engineers working there. I can live with nine to twelve months for the entire move. But I’d like to see it happen considerably faster than that. After all, we’ve got our office set up over there, so infrastructure is no longer a limiting factor like it was in the past.”

Gupta nodded his acceptance of Apu’s assignment. Then, after a brief pause, he asked, “Where do you want me?” Gupta was born in India, and had moved the U.S. for graduate school before starting at Macrosoft ten years earlier.

“Let me think about it and I’ll let you know.”

“Uh, okay. Thanks,” Gupta said, peeved that Apu apparently believed it was completely proper for him and the company to decide in which country Gupta, his wife and four children should live.

Apu finished up his comments by saying, “Since 99% of our platform sales come through OEM sales with hardware manufacturers, I expect us to keep a very small number of channel sales folks here to manage those relationships, at least those for hardware manufacturers that have not already moved to India or elsewhere themselves. I expect pretty much everyone else should be relocated to our Bangalore office, or else let go.”

Apu’s minions remained silent.

“And remember, it’s not cost cutting unless the jobs actually move to Bangalore, right?” Apu asked rhetorically. Then he stood up and announced that the meeting was adjourned.

~~~~~

That evening, Apu picked up the phone and made good use of his little black book. While he waited, he found himself recollecting the story of his father’s death.

In 1980, India’s Prime Minister Indira Gandhi attempted to gain political power for her Congress Party by exploiting differences among Sikhs. She supported Jarnail Singh Bhindranwale, a radical Sikh teacher, to weaken the Shiromani Akali Dal, the chief political party of nationalistic Sikhs. By supporting Bhindranwale, Indira Gandhi believed that she could split the opposing Sikhs into two camps and thereby ensure that her Congress Party would gain control of the legislature of the Punjab.

Bhindranwale's radical demands soon attracted a large and growing number of dissatisfied young male Sikhs. His most important radical demand was the establishment of an independent Khalistan that would be separate from India. He armed his followers, and they began attacking Hindus and moderate Sikhs who did not support an independent Khalistan.

Realizing that she could no longer control Bhindranwale’s movement, Indira Gandhi tried to suppress the growing violence in the Punjab. In June 1984, in one of history’s biggest blunders of judgment, she ordered the Indian army to invade the Golden Temple in Amritsar, where Bhindranwale and his followers had barricaded themselves. 

The Sikh people were deeply shocked and angered by Indira Gandhi’s actions; the Golden Temple was the Sikhs’ holiest shrine. In response to the attack, Indira Gandhi was assassinated by two of her Sikh bodyguards on October 31, 1984, and riots immediately broke out all over India in response to her death. Hindus beat and killed thousands of Sikhs, who could easily be identified by their turbans and karas, or steel bracelets.

Gaurav Rana, Apu Rana’s father, was the Minister of Defense in Indira Gandhi’s government. It was at his recommendation that Indira Gandhi gave the order to invade the Golden Temple.

Apu Rana was just 14 years old at the time. All he could remember so many years later was his normally strong, proud father coming home from work one day looking pale and weak, sounding scared and panicked. That day, Apu overheard his father say to his mother, “I have made a terrible mistake. A terrible, terrible mistake.” His father had never been the same. The memory of that day still haunted Apu, and always would.
Official records indicate that in his eight years in office, Ronald Reagan, made 49 Presidential Visits to 26 different nations. Had Indira Gandhi not been assassinated, those totals would each have been one higher. Upon hearing the news of her death, and of the civil unrest that followed, Reagan’s trip to India was cancelled.
However, the American President did not simply ignore the situation in India. Reagan knew from intelligence reports that Indira Gandhi’s Minister of Defense, Gaurav Rana, was the man who had recommended the attack on the Golden Temple, and was therefore indirectly the man responsible for Indira Gandhi’s death. President Reagan shared this piece of intelligence with Indira Gandhi’s son, Rajiv, a former Indian Airlines pilot who had become the next Indian Prime Minister after his mother’s assassination.

When he heard this news, Prime Minister Rajiv Gandhi called Gaurav Rana into his office. In front of the rest of his cabinet ministers, Rajiv Gandhi condemned Gaurav Rana for the death of his mother, the brutal Hindu-Sikh riots that left more than 3,000 people dead, and shamed him for his role in the horrible decision to storm the Sikh’s holiest shrine. Then Rajiv Gandhi had Gaurav Rana summarily executed.

Many years later, Apu Rana heard the entire story, and was told that Rajiv Gandhi had not known of his father’s involvement in the fateful decision so many years before until the President of the United States got involved. 

If it weren’t for the United States, Apu’s father might still be alive.

The doorbell rang, snapping Apu from his memories, and announced the arrival of graceful, swanlike Sufi. She was perhaps the most beautiful of his girls, but was still overly shy and reserved. He rarely called her. 

Sufi was confused when Apu led her to his couch and poured her a glass of wine. He was usually very aggressive; she didn’t know what to make of all the time they sat quietly making small talk on the couch. He rarely offered her anything to drink; she wondered why he poured her a glass of wine.

Then the doorbell rang again. This second ring of the doorbell brought Laxmi, a tall, slender drink of water with long, straight, coal black hair.

When Apu led Laxmi into the living room, Sufi and Laxmi were confused by each other’s presence. Apu poured Laxmi a glass of wine and asking her to sit on the couch with Sufi.

“Get to know each other a little bit,” he directed them. “I’ve got a few things to attend to.”

When the doorbell rang the third time, Sufi and Laxmi looked at each other, both perplexed. Neither guessed at what Apu had in mind. This ring brought Jaya, a short, average looking woman with the largest natural breasts Apu had ever had the pleasure of groping.

When he led Jaya into the room, Apu poured the woman a glass of wine as he had the first two women. He motioned to her to take a seat along side the other two women.

“Jaya, this is Sufi and Laxmi. Sufi and Laxmi, please introduce yourselves to Jaya. I’ll be right back.”

A minute later, Apu came back in the room with a tripod under his arm. He set it up across the glass coffee table from the couch on which the three women were sitting. Without saying a word, he left the room and then returned a few seconds later, when he attached a movie camera to the tripod.

“Take your clothes off ladies. You’re going to make some home movies together.”

The three women hesitated.

“I said, take off your clothes. Now.”

Sufi and Laxmi hesitated a moment longer, but Jaya stood up and removed her dress, revealing her massive bosom. A little on the heavy side and somewhat homely in the American sense of the word (plain, lacking elegance) as opposed to the Indian sense (good at homemaking), Jaya could not get over the fact that a powerful, rich, handsome man like Apu found her desirable. Her low self-esteem blinded her to his cruelty, or perhaps convinced her that she deserved to be debased.

Once Jaya had disrobed, Laxmi stood up and removed her clothes too. Finally bowing to the pressure of the moment, Sufi slowly removed her blouse, her skirt and her bra. She kept her panties on, holding on to some small piece of her pride at least for the moment.

“Good,” Apu said. “Now ‘introduce’ yourselves again, only this time in the biblical sense of the word.” Then, reaching for a cardboard box behind the couch and putting it on the table in front of the women, he added, “And I want you to be sure to utilize everything in this here box of goodies.”

The box contained a variety of household objects including a carrot, a cucumber, a wine bottle, a Coke can, several ping pong balls and even a baseball bat.

Apu watched for the next hour as the three women put on their best Oscar-winning performances. The women struggled to find a way to somehow numb themselves to their degrading situation. Finally, they begged Apu to let them stop. From pain, discomfort and embarrassment, not from anything approaching an unbearable intensity of pleasure.

When he’d filled an hour worth of video, Apu stopped the video recorder and ejected the tape. Then he disrobed and walked to the couch.

“Ladies,” he said. “It’s my turn now.”

To: jbaker@yvc.com

From: harry@dini.com

Subject: Status Report – January 11, 2010

JB, there appears to be no hometown connection between our friends.

The details if you want them:

- Apu Rana is from Bangalore.

- Ramesh Chaudhary is from Delhi.

- Sanjeev Kumar is from a town in the northeast part of India, near the Nepal border called Gorakhpur. Apparently the place is quite the hellhole.

- Vikram Neel is from a town in the south, near Madras, called Kanchipuram.

Will continue to dig,

-Who

Newspaper article from the January 18, 2010 New York Times:

Outsourcing: India Tops Ten Million
A recent Forrester Research report shows that over ten million people in India currently work in IT services or outsourcing. One year ago, just six million did so, and the year before that only three million. The country now employs more software programmers than the United States.

In the past five years, Macrosoft has moved over 46,000 jobs offshore. GBM and Seer Corporation have moved another 15,000 jobs each, and ADS recently announced that it is moving its 50,000 technical consultants. All four of these companies have chosen India as the location for these jobs. Hundreds of small- and medium-sized businesses have followed suit.

The trend is affecting more than just the high tech sector, too. Consider Gemini Capital, which employs more than 50,000 people in Delhi and other Indian Cities answering telephone calls from credit card customers, doing accounting work, managing computer networks, and the like. The company has tripled its Indian workforce in the past five years, while cutting its U.S.-based workforce by almost 30 percent.

Companies have long-since been moving their call center agents offshore. The Philippines alone has seen an influx of over 500,000 new call center jobs over the past few years. The average salary for a call center rep in the Philippines is about $4,800 a year. The average Filipino earned $1,350 in 2009 according to the World Bank.

Wall Street firms such as Morgan Stanley and Merrill Lynch have also increased their use of Indian workers. Every major financial services firm now utilizes Indian-based equity analysts to cover U.S. companies 10 ½ time zones away.

There are more than 23 million Americans now out of work.

GBM Corporate Headquarters, Albany, New York, USA

February 2010.

In January, when Apu announced that he wanted to move the development team for the Macrosoft’s platform group overseas, he had the benefit of having several years of cost savings from moving the company’s office productivity team five years earlier. And while in those five years the office productivity products did not undergo any revolutionary transformations, the products did receive a fair amount of new functionality in three minor releases, which were delivered mostly on schedule. Or at least not embarrassingly late.

Ramesh did not have a similar track record of offshoring success. In May 2006, he’d announced the move of the company’s application development platform group to Mumbai, India. The new team in place in Mumbai had not fared well over the previous three and a half years. 

First, the company suffered from many of the national infrastructure problems that had plagued the country during the late 1990s and early 2000s. The country’s infrastructure issues had been mostly solved in Bangalore, which had become the de facto location for the high tech industry in the country. Mumbai, wilting under the weight of its older city infrastructure and its still-growing population of 25 million people was making strides, but still had a long way to go.

Second, the company simply did not do a good job of executing Ramesh’s plan. Hiring took longer than expected. The new employees were not as experienced as hoped. Project management problems persisted. The list of issues went on and on.

So when Ramesh approached his Board to move the entirety of the company’s operating systems development efforts to Mumbai, he knew it wouldn’t be easy.

He had been discussing the topic for over an hour and a half at the company’s Q1 Board meeting when one of the Directors asked him, point blank, “Why do you want to do this?”

Ramesh didn’t mind hiding his true rationale from these people. They did not have to know about his father, about his family’s business, about a company that had provided the livelihoods for six generations wiped out in the blink of an American export subsidy lashed eye. They certainly didn’t have to know about the shame he felt about his father’s bankruptcy or subsequent suicide.

And yet, he had just been asked a direct question. The question he feared being asked from the start. He’d often asked himself what he would do if asked. And now, he knew the answer. His plans, and those of his Brothers in Arms as he thought of Apu, Sanjeev and Vikram, were simply too important to allow for the truth.

“Macrosoft is saving over $500 million a year in R&D costs. That’s a half a billion dollars a year, gentlemen. Even Seer is saving over $200 million just from having moved their tools and applications divisions, and I suspect that they will likely move their database kernel team overseas soon, too.” He “suspected” this because of course he’d talked it over with Sanjeev, Apu and Vikram for the better part of a year.

“Now, I know we’ve had our problems with the app server move. I’m the first to admit that that project hasn’t gone particularly well for the past few years. But given how distributed our various operating system efforts are, I think they are better suited to being moved offshore. We can move one group at a time. First the Linux group, then the OS/130 group, then the BIX group, then the rest.”

“The bottom line is, gentlemen, that the move overseas is inevitable. Our competitors have significantly lowered their costs by doing this, and we need to respond. It’s just a question of when, and sooner is better than later. We just need to get better at it, that’s all.”

The Board discussed the topic for over two more hours. By the time the sun had set in the distance, the vote was 14-11 to accept Ramesh’s plan.

Several hours after the meeting, when Ramesh left the office, he was smacked in the face by the bitter cold, howling wind and icy rain that had been coming down for the past several days. He pulled the collar of his overcoat together and buried his face into the coat as far as he could. Then he hurried to his car.

An hour later, Ramesh finally made it home. It was nearly 11:00 p.m. Priyanka, his wife of almost 18 years, had left his dinner in the oven and a note on the kitchen table.

The note read: “I’ve made you some murgh makhani, cauliflower pakora and rice. It’s all in the oven. There is some shrifal in the refrigerator. Come kiss me good night when you’re done.”

Ramesh was grateful for his loving, supportive wife and for her superb culinary skills. He loved his wife’s version of the popular tandoori style chicken, which she simmered for hours in a rich butter sauce. Pakora, or fritters, made from any vegetable were always delicious. Coconut for desert was one of his favorites. Shrifal, the name for coconut in the southern part of India, means “the fruit of the gods” and Ramesh knew that it is used in Hindu ceremonies as a reminder that everyone should strive to make their lives full and rewarding. Ramesh thought it was fitting that he should have coconut on a day when he’d gotten Board approval to move another 50,000 jobs to India within the year. He knew Sanjeev would approve of the symbolism.

Newspaper article from the February 2, 2010 San Jose Mercury News:

Outsourcing: China Fights Back
For the past five years, the IT and service sectors have been offshoring jobs to India faster than you can say “Mahatma Gandhi.” Over the same time period, relatively few such companies have chosen to move jobs to China. Now China wants a bigger piece of the action, and is getting serious about it.

Offshoring can present problems maintaining control over intellectual property. Historically, there have been concerns with companies offshoring development operations to China because of the country’s lax IP control. Investors also credit India with having better corporate disclosure, stronger property rights, and a more investor-friendly legal system than China.

The Chinese government has finally taken notice and is doing something about it. The country recently announced sweeping new intellectual property laws aimed at removing perhaps the single largest concern voiced by American companies with significant intellectual property embedded in the work they might offshore.

As well, Beijing has announced a countrywide English-as-a-second-language program that will be made available to any Chinese citizen for a nominal fee. The course will be delivered over the Internet. Employers will receive a tax credit if they pay for the course for their employees. 

It is important to remember that China, like India, remains very poor. Economic experts stress that their economic development should be encouraged, not resented, because an exploding middle class in China will be more able to buy more U.S. products.

“For the last 20 years, you’ve been telling countries like India and China to adopt free markets and join the global economy,” said Nandan Nilekani, CEO of Indian IT powerhouse Infosys, in an interview for Fortune magazine several years ago. India has clearly been doing that. Now it looks like China’s doing it too.

To: jbaker@yvc.com

From: harry@dini.com

Subject: Status Report – February 5, 2010

JB, although all four of our friends went to IIT, each went to a different campus. And we’re talking about campuses that are hundreds or thousands of miles apart. It looks like each guy basically chose the campus closest to his hometown.

The details if you want them:

- Apu Rana went to IIT Bombay. Even though Bombay is quite far from Bangalore, it is the closest IIT campus to Bangalore. Strange how they don’t have an IIT campus in the city that’s supposed to be at the heart of their own “Silicon Valley”.

- Ramesh Chaudhary went to IIT Delhi, right near where he grew up.

- Sanjeev Kumar went to IIT Kanpur. Both Gorakhpur, his hometown, and Kanpur are in the state of Uttar Pradesh. Poor guy went from one hellhole to another (apparently very bad pollution in Kanpur).

- Vikram Neel went to IIT Madras, which is 75 kilometers from the town in which he grew up.

Will continue to dig,

-Who

Redwood City, California, USA

March 2010.

By the time Sanjeev was prepared to announce his next offshore move, his direct reports expected it. After all, in January Macrosoft had made the stunning announcement that the company was going to move its platform development group to India, and in February, GBM had made a similar announcement concerning its operating system group.

And so, when Sanjeev called a special meeting in March to discuss his plans, his employees had already been gossiping for several weeks about the topic of what was going to happen at Seer.

“Okay, settle down everyone,” Sanjeev began. “I’ll get right to the point. We are going to move our server technologies team to India. We simply cannot let the market see Macrosoft and GBM make such aggressive moves without making a similarly bold move ourselves.”

“Is that our reason for moving the crown jewels of our company overseas?” one of Sanjeev’s reports asked, unable to hide the derision from his voice. The company’s server technologies division was the company’s largest development group by far, employing 20,000 people, almost all in Redwood City, California. The division included thousands of the company’s most senior and most loyal employees, and constituted the company’s “crown jewels.”

“No, that’s not the main reason, but it is a consideration. We simply cannot ignore the cost savings involved. Last year, we spent over $1.8 billion in R&D. Over half of that was for our server technologies group. By moving offshore, we can cut that number by over $300 million, probably more. To put that in perspective, that’s the equivalent of a $5,000 annual bonus for every one of the 60,000 employees at this company.”

“Are the savings going to be used to give employee bonuses?” the same man asked sarcastically.

Sanjeev stared the man down, but said nothing.

“By the end of the year folks. Peter, get me a plan by the end of the month.”

Peter Quentin reluctantly nodded his head. While Sanjeev was talking, Quentin silently decided that after over fifteen years with the firm, enough was enough. He was a millionaire several times over. He simply would not take part in a move that would cause most of the team’s long-time and loyal employees to lose their jobs. Most were Caucasian and would not likely move to India.

To: jbaker@yvc.com

From: harry@dini.com

Subject: Status Report – March 19, 2010

JB, just wanted to let you know that our friends are some seriously smart mofos.

I was able to get into the JEE testing servers at Bombay, Delhi and Madras. The security on the one at Kanpur is still causing me some grief, but I’m still working on it. I’ll let you know if and when I can get in.

In the meantime, here are the AIRs – that’s All-India Ranks – for our other three friends. Like I said, these are some seriously smart guys.

-- Apu

2

-- Ramesh
50

-- Vikram   179

Will continue to dig,

-Who

Santa Clara, Calif., Mar. 22 /PRNewswire-FirstCall/ -- IndiaLab Corporation (Nasdaq: NDIA) reported earnings per share of $0.47 and net income of $42.1 million for the quarter ended February 28, 2010, compared to earnings per share of $0.32 and net income of $29.8 million for the same quarter of the prior year.

IndiaLab Corporation is a business incubator that provides its start-up companies with a supportive environment, and equipment, services and resources at minimal cost. Companies also benefit from access to various amenities such as two-way video-conferencing, flexible office and lab space and high speed Internet access. Plus, the Indian Institute of Technology’s Delhi campus is just two miles from the company’s office park, giving incubator tenants easy access to libraries, laboratories, and staff. A collection of accountants, attorneys and bankers are also available to IndiaLab companies.

In addition to IndiaLab’s Delhi incubation complex, for those companies that mature out of the incubator stage, the company owns a number of large office buildings in Bangalore, Delhi, Madras, Mumbai, and Gurgaon. IndiaLab gives its portfolio companies first priority on the office space in these buildings, before offering it to other firms.

Owen Kraft, Chairman and Chief Executive Officer, stated: “We’ve basically replicated the business incubator idea that was tried, relatively unsuccessfully, in Silicon Valley ten to fifteen years ago. It is truly gratifying to see the idea work so well in India, where even today significant infrastructure problems persist and the myriad government regulations are mystifying and still difficult to navigate.”

This press release contains forward-looking statements that are subject to risks and uncertainties, including the risk that the historical financial performance of the Company may not be indicative of future financial performance and the risk that the recent performance of the Company's Common Stock may not be indicative of its future performance, as well as other risks detailed from time to time in the Company's SEC reports, including the report on Form 10-K for the year ended February 28, 2010, and the Company's most recent form 10-Q.

O’Hare Airport, Chicago, Illinois, USA

April 2010.

Back in September of the previous year, Vikram had a relatively easy time convincing the other Partners to move the majority of the firm’s technical consultants offshore. His argument was well made, if short sighted. But now, just seven months later, he was about to attempt to convince them that they should move all of their business process consultants, too. He expected, correctly, that this would be a much more difficult sale.

ADS held its Q2 2010 quarterly Partner’s meeting in the Red Carpet Club in Chicago’s O’Hare Airport so that the Partners could fly in for the meeting in the morning, and then fly out the same day.

When it was time, Vikram began his pitch.

“It’s been seven months or so since we’ve moved our technical consultants to Bangalore. The first three months were transitional, while we acquired the two consulting firms in India and integrated their people. But we have been pretty much up and running in Bangalore since January.”

“And in the first three months of this year, we’ve saved almost $600 million, not counting some one-time charges to expand our Bangalore operations. This is inline with or even slightly above our cost savings projections.”

One of the Partners said, “Yes, so far, it seems like we made a good decision. Certainly, our costs are way down. Of course, it’s too early to tell whether we’ll suffer any long-term problems with our clients by not having these people onsite.” He had spoken out against Vikram’s proposal in October.

“We’re working hard to make sure that our clients know that they can have access to our technical guys any time they want, as long as they give us 48 hours’ notice,” Vikram said.

“Like I said,” the other Partner said, “it’s too early to tell whether we’ll suffer any long-term problems with our clients because of our decision.”

“Well, what we know right now shows that we are all going to walk away with bonus checks that are approximately $1 million a year more than they would otherwise be.” Vikram knew what button to push. It was the same button for all of these guys. And greed was such an easy button to press, Vikram thought.

“And in that spirit,” Vikram said, not mentioning his own very personal reasons for proposing the plan, “I recommend that we migrate our business process consultants to Bangalore by the end of the year.”

Squirming. Fidgeting. A few of the Partners cleared their throats. Vikram was proposing moving another 50,000 jobs out of the U.S. and to India.

“The arguments for doing this are essentially the same as they were with the technical guys,” Vikram spun. “We can still have our guys on-site as requested by our clients, but in the meantime, we’re talking about saving another $3-4 billion a year. That’s another $1.5 million a year for each of us. And that’s on top of the mil each we’re saving from having moved the technical guys, and on top of our normal compensation had we not done any of this.”

“And having the biz process guys near the technical guys will be good for synergy and knowledge sharing between the two groups,” said one of the Partners whose wife had just bought yet another new Mercedes S500 and who wanted to buy yet another vacation home, this one a 10,000-square-foot monster on the beach in Miami Beach, Florida.

“But these folks have to be onsite with clients all the time, Vikram. It’s not the same as with the technical folks who don’t have to be onsite much.” This from one of the Partners actually trying to make the right business decision for the firm. “It’ll mean either bad client service, or huge T&E expenses.” Travel and Entertainment, the general category for the expenses related to airfare, hotel lodging, meals, and incidentals for traveling employees, was already the single largest expense category after payroll.

“First,” Vikram replied, “I don’t think we’ll actually need our people onsite as much as they have been historically. Once our clients get used to planning a little bit ahead when they want time with these people, we’ll be fine. Plus we can pass on some of the cost savings to them; they’ll like the lower fees.

“Second, I think we can manage the T&E costs, assuming they become a problem. With the U.S. Government subsidizing all of the major airlines, as they have done for the past three or four years, fares are at their lowest level in over ten years. If we pre-buy blocks of tickets back and forth between Bangalore and New York, we can save even more.”

“You assume that our Indian workers would be willing to fly back and forth to the U.S. at a moment’s notice, sometimes for nothing more than a day or two worth of meetings.”

“Well, first, we ask our U.S. employees to fly at a moment’s notice now anyway, and they do it. They all want to make Partner someday, just like all of us did. And, second, if the trips are too short to make the long travel acceptable, we can always double-up or triple-up client meetings proactively.”

“What about the fact that we will almost certainly be unable to find folks in India who are as well versed on American business processes as their U.S. counterparts.”

“A valid concern, but I wouldn’t say that we’ll be flat out unable to find these people. It’ll be a challenge, sure, but not an insurmountable one. We could always acquire the other two firms that we passed on last year when we bought Sparta Consultancy Services and Infotech Systems to handle our needs for technical folks. Combined, they’d give us at least another 40,000 guys, maybe closer to 50,000.” Spin, spin, spin.
The debate raged for more than an hour. Finally, Vikram said to the room, “Okay, does anyone have anything to add that hasn’t already been stated? That isn’t already on the table?”

Nobody said anything.

“Okay, then I think it’s time to vote.”

When the votes were counted, Vikram’s proposal failed, 45 to 18. It was a clear mandate against his proposal.

When the results were tabulated and announced, Vikram sat, stunned. Other than losing Minal, he’d never been unable to sway people to see things his way. Until now.

Left to his own devices, Vikram might have simply accepted the results of the vote. But he could not – would not – let Apu, Ramesh and Sanjeev down. Their cause was too important, and Apu in particular was too intimidating to disappoint.

“I’m sorry to have to do this everyone, but I invoke Rule 13-D.1 of our bylaws,” Vikram said.

Vikram was doing something that no Senior Partner in the history of the firm had ever done. He was invoking a rule in the firm’s bylaws giving the firm’s Senior Partner the power to call for a “weighted vote,” where votes were weighted by how much each Partner had billed in the previous 12 months.

It didn’t matter that 45 of the 63 Partners present voted against his proposal. What mattered was the billing prowess of everyone involved. And Vikram knew that the higher billers in the firm liked receiving their big, fat bonus checks each year, always wanting more. And Vikram also knew that due to his relationships with Apu at Macrosoft, Ramesh at GBM and Sanjeev at Seer his billing was over thirty times the billing of the next highest biller. It would be close, but…
When the second vote was tallied, Vikram’s proposal passed by the slimmest of margins. The three quarters of the Partners that voted against his proposal glared at Vikram Neel when the meeting adjourned.

~~~~~

The evening after the meeting at which he forced through his plan to move ADS’s business process consultants to India, Vikram went home in a strange mood. He couldn’t quite put his finger on how he was feeling. He felt like his footsteps crashed to the floor, quite unlike his normal, light-footed, almost silent gait. His strides were longer than usual. His posture was more upright. His muscles were taut and wired. Adrenaline and testosterone pulsed through his body in quantities with which he was completely unfamiliar.

For the first time in years, Vikram put on a jogging suit and some running shoes and went for a run. Surprising himself, he was able to go ten miles before his shin splints got the better of him.

Vikram finally went to bed at midnight, but lay awake for almost an hour before giving up. He went to the kitchen and made himself a pitcher of jal jeera from the limes he’d bought earlier in the week. He poured himself a glass and sat in his darkened living room.

Vikram shone his people-reading spotlight on himself. Why am I so on edge? So keyed up? Why do I feel like I can actually feel the blood surging through my body?
Suddenly, Vikram realized why. He’d fought a battle and won earlier in the day. He’d set his mind to doing something and forced his way to achieving it. It was a scary, liberating feeling.

Vikram had never regarded his business success until that point in the same way. Reading people, convincing them, cajoling them, negotiating, conceding when necessary – things he did on a daily basis – were not the same thing at all. On this day, he’d stood up for what he wanted instead of worrying about what the other guy wanted. And the difference was palpable and exhilarating.

Vikram sat alone in the dark for another hour. Slowly, the adrenaline in his bloodstream receded. Slowly, his heart rate slowed. Slowly, the tension in his muscles relaxed. And slowly he realized that it was time to go find Minal, his gem, and attempt to win her back.

In the darkness of his room that night, Vikram closed his eyes and dreamed about being with Minal. Harder than he had perhaps ever been before in his life, he reached down under the covers and satisfied himself twice before finally drifting off to sleep.

Newspaper article from the April 12, 2010 San Francisco Chronicle:

Upscale Retailers Continue to Scale Back While Discount Retailers Continue to Hire Overqualified Employees

San Francisco, California

For each of the past five years, discount retailers such as Wal-Mart, Target Corporation and Kmart Corporation have thrived while upscale retailers such as Neiman Marcus Group (which owns Neiman Marcus and Bergdorf Goodman), Nordstrom, Saks Incorporated (which owns Saks Fifth Avenue among other stores) and Federated Department Stores (which owns Bloomingdale's and Macy's) have struggled. 

This year appears to be no exception. Very few people seem to be in a position to buy expensive luxury items these days. And because of this, Neiman Marcus Group, Nordstrom, Saks Incorporate and Federated Department stores have closed 81, 63, 92 and 113 stores respectively in the United States in the past twelve months.

Discount retailers, however, continue to do strong business and also continue to have a large and growing collection of prospective full- and part-time employees to pull from: former call center agents, financial analysts, software engineers and the like.

“For the sixth year in a row, we have seen an increase in the number of former high tech employees entering the retail workforce,” said Greg Baskin, CEO of RetailTrends, Inc., which tracks retail store and sales trends. “It is more common than ever to see people that used to make $75,000 as engineers stocking shelves at Sam's Club.”

“We have a growing number of former software professionals working for us, and they continue to be marvelous additions to our staff,” said the recruiting director for one of the large discount retailers.

And while it’s great news to the millions of unemployed high tech workers that the discount retailers have positions available, the bad news is that the average starting wage at one of these companies is a whopping $8.25 an hour.

To: jbaker@yvc.com

From: harry@dini.com

Subject: Status Report – April 23, 2010

JB, a big fat zero, ziltch, nada on telephone records. My friend at “the phone company” says that she can’t find a record of a single call between our friends, office or home. Quite a number of calls between companies, but none that appear to be from our guys’ offices. Not even their floors.

Also, crosschecked press mentions between the companies and there appears to be little reason to suspect a close relationship between our friends, at least based on this kind of thing. The Macrosoft and GBM guys seem to hate each other, at least based on the ferocity (like that word? I just looked it up!) of the competitiveness between the two companies. You sure you want me and my guys to keep looking?

Will continue to dig unless you tell me otherwise,

-Who

Silicon Valley, California, USA

May 2010.

By May 2010, Silicon Valley was a shadow of its former self. So too were the other major American Silicon Valley wannabes: Alley (New York City, New York), Gulch (Austin, Texas), Triangle (Raleigh / Durham, North Carolina), the Forests (Portland, Oregon and Seattle, Washington); Hill (Massachusetts); the Islands (Alameda, California and Whidbey Island, Washington); Silicon Holler in northern Virginia.

The list went on and on: the Silicon Bayous in Louisiana and Boca Raton, Florida; Silicon Orchard in Wenatchee Valley, Washington; the Silicon Swamps in Perry and Indianatown, Florida; the Silicon Tundra in Minneapolis / St. Paul, Minnesota; the Silcon Prairies in Chicago, Illinois, Iowa City, Iowa, Sioux Falls, South Dakota, Urbana / Champaign, Illinois, and Richardson, Texas; Silicorn Valley in Fairfield, Iowa; Silicon Beaches in Florida and Santa Barbara, California; Silicon Desert in Phoenix, Arizona; the Silicon Mountains in Colorado Springs, Colorado, Mountaintop, Pennsylvania, Hudson, Massachusetts; Silicon Vineyard in Napa Valley, California; Silicon Village in Scotts Valley, California; Silicon Mesa in Albuquerque, New Mexico; Silicon Seabord, Silicon Dominion and Silicon Plantation in Virginia; Silicon River in Kansas City, Missouri; and Telecom Beach in San Diego, California.

In the greater Silicon Valley area, the San Francisco and Santa Clara counties reported unemployment rates soaring to almost 20%. Almost one out of every five people was unemployed and looking for work in a high tech economy or its ecosystem that had shriveled and was dying on the vine. And that didn’t count the millions of people that had simply given up looking for work in the area, most moving to other states, a growing number emigrating to India, where at least many people spoke English.

In 2005, the 125 largest high tech companies in Silicon Valley employed three quarters of a million people in the United States. In May 2010, this number dropped to a scant 75,000.

It wasn’t that IT had gone away or had been replaced with something else. In fact, IT spending had increased through the years at a respectable pace. High tech companies were generally posting respectable revenues if not consistent profits. It was just that these companies had shifted a whopping 85% of their technical jobs to India and another 70% of their service jobs there as well. Shareholders were faring well, while employees had been slammed hard, crushed, impoverished.

Software Engineers that used to make $50,000 to $100,000 or more a year were now living month-to-month, struggling to make rent. Many had left the area. Most had decided to leave a profession that had apparently become obsolete, at least in the United States. Similar stories were true for most high tech roles: software architect, quality assurance engineer, technical support rep, and so on. A similar effect spread to the world of computer hardware. Chip manufacturers, which already did most of their manufacturing offshore, began to move many design and engineering jobs offshore, too. Ditto telecom companies, network infrastructure companies and the like.

If people talked about the stock bubble of the late 1990s bursting, the housing bubble in Silicon Valley exploded and splattered a mess everywhere. Countless young professionals counting on their six-figure salaries and their seven-figure stock option cash outs had bought enormous new mansions in Atherton, Menlo Park, Cupertino, Hillsdale, San Francisco and Marin county. The low interest rates that had fueled the housing spurt between the early 1990s and the mid 2000s began to rise precipitously, and by 2009 were back to 1970s levels. Jobs were steadily flowing out of the United States. The federal government’s tax revenues were down drastically. And the maestro, Alan Greenspan, had finally stepped down as Fed chairman. His replacement, a distant cousin of the ultra right wing Prescott family that put a conservative father and an even more radically conservative son in the White House, was not up for the challenge.

During the housing boom, tens of thousands of households chose variable interest rate loans, with their low, introductory “teaser” interest rates. People became leveraged to the hilt in luxury homes they could afford only so long as interest rates remained low. With interest rates in the teens, the payments on these mortgages pushed relentlessly upward, pressing impatiently against the six-month, annual and lifetime caps doing their best to prevent the payments on these loans from changing too dramatically. Foreclosure rates on the San Francisco peninsula rose sharply, and were fifty times higher in 2010 than in 2000. By mid-2010, a staggering one in twenty homes went into foreclosure. Property values plummeted. What once cost $10 million was suddenly worth only $2 million. What once cost $1 million was suddenly worth only $400,000. What once cost $500,000 was suddenly worth only $250,000.

The California Department of Health Services released a study that showed that between 2005 and 2010 the suicide rate in the area was 50 times what it had been before 2005.

A new breed of homeless began appearing in the streets of San Francisco, Palo Alto and other cities. Signs reading, “Will code for food” were no longer just bad jokes. They were real life for thousands of college-educated, former white-collar professionals.

Hundreds of homeless engineers in San Francisco, led by a particularly disgruntled ex-software engineering manager, organized themselves and began aggressively taking over empty office buildings as their makeshift homes. The leader, who had excellent leadership skills and who had been trained to “do whatever it takes” to succeed, realized that there were dozens of empty or nearly empty high tech office buildings; vacancy rates in Silicon Valley and San Francisco were as high as 90%. These buildings, built during the Valley’s heyday, came complete with shower facilities and even working kitchens. The leader paid off city officials and building owners to look the other way. By charging a very small amount of rent, the man was able to pay for heat, water, food, and electricity for the groups. He made little profit from the arrangement. He couldn’t have charged any more than he did – the people had no jobs and no income to speak of. Besides, his days of climbing the capitalistic ladder were over. He was only interested in surviving now, and helping others survive as well.

By 2010, most of the large office complexes had become the new breed of homeless shelter. While occupied primarily by former high tech employees and their families, a small number of traditional homeless people also lived within these communities. Their bodies were fueled by the warmth of the inside of a building and a regular supply of hot food in their stomachs. Their sadly spiteful psyches were lifted by the fact that even some of the smartest people on the planet were beset by similar circumstances. Most of these homeless people stopped drinking, stopped doing drugs and started to get their lives back on track.

New Breed of Homeless Shelters in SF

Chuck Parsons, San Francisco Chronicle

May 13, 2010

A large and growing number of former high tech employees have started using unoccupied San Francisco office buildings as a kind of new breed of homeless shelter.

The 600 Townsend building, located in the South of Market business district at the corner of 7th and Townsend Streets and which was once home to both BigMedia and Gasé is now home to several thousand former high tech workers who have lost their jobs and, consequently, their homes. Current estimates indicate that there are over 1,000 people living within the building.

The San Francisco Police Department confirms that the group contacted the City before moving into the building, and is paying nominal rent. The building does have working electricity and running water, which the tenants are paying for, the City says.

The million square foot building was once at the heart of the “Multimedia Gulch” boom in the South of Market area. Now, it stands as a dismal reminder of the horrible difficulties being experienced by high tech workers in the San Francisco Bay Area. The group is believed to include dozens of former high-ranking Silicon Valley executives.

Lieutenant Pete Sanchez of the San Francisco Police Department said that there have been absolutely no reports of any panhandling activity attributable to the people staying in the office building. Lieutenant Sanchez also said that several other buildings in San Francisco were being used in a similar fashion.

No one within the building, or at the mayor’s office, had any comment for this story. 

18. You Were Right, Now What Do We Do?

May 2010.

In the mid “naughts,” as the first decade of the century had become known, some hotshot business school professor at Harvard University had conceived of the High Tech Leadership Summit series of meetings. Since its inception in 2005, the idea was to have the odd year meetings somewhere in the United States, and to have the even year meetings somewhere in Europe. The idea of having every other meeting outside of the United States reflected a global perspective, however biased by the old world order.

John Baker had been invited to every Summit meeting since the meeting series’ conception in 2005, but due to his age and difficulty traveling, had chosen only to attend the U.S. meetings.

But now in May 2010, Baker was being urged to fly to The Netherlands for the 2010 Summit meeting. Begged was actually more like it. Over two dozen industry leaders pleaded with Baker to attend. CEOs, venture capitalists, industry analysts, and large institutional investors all personally called or wrote to Baker, asking him to attend the June meeting in The Hague.

All of the requests delivered a central message: You were right, now what do we do?

Baker wasn’t happy being right about this one. He would have gladly been wrong, given the damage that had already been done to Silicon Valley and other cities that had once been hotbeds of high tech action, and given how much more damage the U.S. economy was likely still in for. But, alas, he wasn’t wrong. He rarely was. It was both a blessing and a curse.

Baker made his travel plans, and notified everyone that had encouraged him to attend that he would be among the conference attendees.

To: jbaker@yvc.com

From: harry@dini.com

Subject: Status Report – May 21, 2010

JB, we have a possible avenue to pursue, although it’s a bit of a long shot. I finally got my hands on travel records for our friends. The bad news is that there’s absolutely no overlap between their flight plans. I can’t find a single flight or hotel reservation showing them in the same city as one another in the past five years. But, and here’s the glimmer of hope, all of them show a somewhat strange lack of travel in June. I mean, these guys travel a lot, pretty much every week. But over the past five years, between all four of them, I can find records for a grand total of only six trips.

Like I said, a bit of a long shot, but my instincts tell me there might be something here. With your approval, I’ll increase our manpower starting June 1st. I’ll even get involved myself. It’s time to visit the land of Gandhi, I think... Do I need shots?

Please confirm on the extra people and expense,

-Who

6th Annual High Tech Leadership Summit, The Hague, The Netherlands

June 7, 2010.

John Baker was not just “one of” the conference attendees. The conference planners, which included many of the men that had contacted Baker and urged him to attend, had decided to focus the entire Summit on what they themselves had finally started calling the “global sourcing situation.” Baker was to be the speaker, a panelist or otherwise on stage for every single session.

A more insecure man might have been embarrassed by all of the attention. But John Baker was anything but insecure. While modest, he also recognized that the U.S. high tech industry desperately needed leadership, and that for better or worse it was up to him to provide it.

When Baker was called up to give a few opening remarks to kickoff the conference, he walked to the stage with the weight of an entire industry, perhaps even an entire country, on his shoulders. He clipped on the microphone and began speaking immediately.

He spent not one second on “I told you so.” Instead, Baker dove into working toward a solution.

“Good morning, everyone,” Baker began. “I was just told last night that this year’s conference would be dedicated to the issue of the rapid migration of high tech jobs out of the United States overseas, primarily to places like India, China, Eastern Europe and the like. This is a critical issue for the United States, since high tech had represented, until a few years ago, the country’s growth engine.”

The attendees nodded their heads in agreement. Even Larry Cole, the man that had mocked Baker back at the inaugural Summit meeting in 2005 and every odd-year summit since, agreed by this time. The evidence in all cities that were once high tech centers – 11% or higher unemployment, city and state revenue down over 40%, and a whopping increase in foreclosures – not to mention a huge and growing increase in the country’s suicide rate, and a 50% drop in the value of the average American’s IRA or 401(k) was too much even for Cole and others like him to ignore. The rugs had been pulled out from beneath too many people without new rugs – or blankets, or towels, or even washcloths – being put in place for them to stand on.

“Because this conference is focused on the interests of employees in the United States – and to some extent the United States in general – at my request the conference organizers have already contacted all non-U.S. attendees and refunded their money, both for the conference and for their airfare and accommodations.”

A few men looked around, realizing for the first time the noticeable lack of garish, multi-colored plaid sport coats that were fashionable in Europe, but not in the U.S. People also began noticing that there were very few Asians in the room, and even fewer Indians.

Baker explained the rules that determined who had been invited and who had been banned from the meeting.

“Some of you may think these rules draconian,” Baker said to the room. “I can assure you that they are necessary. In fact, not everyone in this room will be invited to continue at the conference.”

A few murmurs spread through the room.

“That’s right. Some of you will be asked to leave. I will be interviewing some of you over the rest of today. There’s a schedule posted at the back of the room. Please be punctual for your interview, or you will be automatically removed from the meeting. If you are asked to leave, you will be escorted out and all of your expenses will be paid.

“Before any of you comment on ‘racial profiling,’ let me assure you that that is exactly what I am doing. Caucasian U.S. citizens that have done right by their employees in America will not be interviewed. Others will be. The reasons should be obvious, but just in case they’re not, let me explain: this meeting is about the interests of workers in the United States, and I believe it is more than reasonable to determine how well each of your mindsets align with their interests by using information about race, citizenship and past treatment of employees in America. If any of you disagree with this approach, or are offended by it, you are free to leave.” 

“Any questions?” Baker asked when he was finished.

There were none.

“All right, then. We’ll meet again as a group tomorrow at 8:00 a.m.”

~~~~~

Baker spent the remainder of the day interviewing the 14 attendees that he believed required closer inspection. All of the others were natural born U.S. citizens, were Caucasian, or had grown up in America. Most had run their companies for many years before the offshore movement began. Many had moved some jobs offshore, and a few had even moved a great number. It wasn’t important to Baker that these executives kept all jobs in the U.S., or even most jobs. It was important, though, that these leaders had acted sensibly and responsibly, and appeared to have kept the good of their employees in mind as they ran their companies. It appeared that they all had.

Eight of the 14 interviewees were of Indian descent, four of which had gone through the process to get their green cards, and two of which had become full U.S. citizens. Five were of Chinese descent, all U.S. citizens. One was from Russia.

Apu Rana, Ramesh Chaudhary, Sanjeev Kumar and Vikram Neel were not interviewed; none were present. All four had been notified by the conference chairman several weeks earlier not to bother coming to Europe for the meeting. Given their actions, they were told, they were not welcome. Definitely not welcome.
~~~~~

At 8:00 a.m. the following morning, Baker again clipped on his microphone and began speaking.

“Good morning, everyone,” he said.

A few people replied verbally in kind. Most were busy peering around the room to see who had “missed the cut” and had been asked to leave.

“Since I’m sure most of you are curious, I’ve asked the following people to leave our meeting: Anish Patel, Rajesh Chander, Wei Ping and Igor Borovski.

“I do not mean to imply that these men are anti-American, or pro-India, pro-China, pro-Russia or whatever. They may be or they may not be. What I do know is that I’m not sure where their loyalties lie, which means I cannot have them here while we discuss our counterattack to what’s been happening over the past five years.

“For what its worth, you’ll notice that there are many people of Indian descent still with us in the room. I believe that these people, despite their family lineage, the color of their skin or their utterly incomprehensible love of curry, have the interests of their employees firmly in mind as they make their leadership decisions at their respective companies. Some have, in fact, moved jobs offshore. But in all cases, they have balanced the profit goals of their shareholders with the needs of their employees.

“Save for the curry remark, the same can be said for the Chinese men and women in the room, and the men and women from other countries, too.

“Now, let’s get started.”

For the next two hours, Baker laid out his proposed plan. First, he described the philosophical underpinnings for his proposal. 

Baker started by stating his belief that asking the government to get involved would be disingenuous, given the industry’s history of keeping Washington at arms length through the years. Besides, he said, any government response would take too long, and would likely be ill conceived at best. Government-led knee-jerk reactions were not what were needed, he said.

“And while I believe that the time will come to use the media to our benefit, I do not believe we can achieve our goals solely via the press. Even if we bombarded all major news channels with the very best communications materials, we would likely not affect much change. IT buyers are still enticed by the cost savings that many of these companies have been able to pass on, and more importantly, we have little or no access to, or control over, the press elsewhere in the world.”

Baker gave the highlights of his proposal: Silicon Valley needed to create a cluster of highly focused technology, product and service companies. The companies needed to be run entrepreneurially, but, Baker, stressed, it was critical that they never lose sight of the fact that they would all eventually be part of some integration, combination or merging of the companies. They needed to be more like divisions of a large company, he said, except that people need to be driven to succeed, like in a startup environment.

“I have a blueprint for the technologies, products and services that I think we need. I think I’ve thought through most everything, save for business applications, which I think are way too much for us to bite off, at least at first. I am happy to share my thoughts and get your input. We’ll be spending most of tomorrow and the next day on this, in fact.”

Few in the room doubted that Baker was capable of putting together such a master blueprint. Most doubted that his original plan would be significantly improved by the input of others.

“I propose that we write RFPs,” Baker said, meaning Requests for Proposals, “and distribute them to the remaining executives and technologists in the valley, and elsewhere in the country. We certainly can and should approach specific people that we know and with whom we have worked, but we must also open up the process to individuals with whom we may not have previously worked.

“We’ll raise capital not only to fund these companies, but also to fund the acquisition of any and all necessary technology, products and companies needed to reach our objectives. In many cases, much of what we want already exists, although in stand-alone companies. Given what’s been happening in the industry and in the U.S. economy as a whole, I believe it is likely that most of these companies will sell out if given the chance.

“Once the two dozen or so companies finish their individual technologies, products and services,” Baker said, “we’ll go through a process of integration and then what will amount to one big M&A process between the companies. I imagine that in the end, we’ll end up with a half a dozen companies or so, and perhaps one or two technical services companies.

“To start, we’ll need to create and rapidly staff a few dozen companies. According to my calculations, between the hiring, facilities-related costs, various acquisitions and the like, we’ll need somewhere in the neighborhood of $10 billion.”

The room filled with murmurs and gasps. Everyone in the room was used to working with big numbers. But $10 billion, now that was a really big number. Especially at a time when venture funds were measured in the few hundreds of millions of dollars, way down from the billion dollar funds of the late 1990s.

“I intend to raise this capital by the end of this year, so that we can begin the work of building these companies as quickly as possible. We have no time to lose.”

Baker finally wrapped up for the morning. “That’s it. That’s my spiel. Let’s take a ten minute break, then regroup and start discussing it.”

Few of the attendees were able to get up. Those that did barely managed to stagger out of the room. One man rushed to the men’s room and threw up in the toilet.

YVC Headquarters, Menlo Park, California, USA

June 21, 2010.

By the end of the 2010 High Tech Leadership Summit Meeting, John Baker had grown weary. It had been five years since his appearance at the 2005 High Tech Leadership Conference, where he had first been so publicly vocal about the global sourcing situation. He’d repeated his position in 2007 and again in 2009 at the same conference, as well as dozens of other times at similar functions.

Sure, several prominent high tech VCs, analysts and executives had come to him admitting that he had been right, and had asked for his advice on what to do. Baker supposed that seeing Larry Cole, the man who had called him an adjective-laden xenophobe back in 2005, admitting his error was gratifying in some small way, but he knew that the issue was far too serious to get caught up in petty feelings like that. The global sourcing situation was a very real, very serious problem. The fate of Silicon Valley, perhaps even America’s technological leadership role, was at stake.

For more than four years, Baker had been formulating a plan to counter the offshore movement. He’d talked to dozens of VCs, analysts and executives in person, and to hundreds via conference calls, web conferences and email.

It had taken these people years, literally, to come around and agree with his prognostications about what could and would happen. Now he feared it would take them years more to agree with his assessment about how to combat the offshore movement.

In fact, a large faction in the industry believed that Baker’s plan would never work, and that instead it was finally time to go to Washington and get the politicians involved. This group believed that lobbying Washington to get more protectionist legislation passed was the correct course of action. Most cities and states had passed laws banning city or state contractors from outsourcing government work to other countries. Now these people wanted Washington to pass similar laws at the Federal level, and wanted the laws to reach further than just government contractors. Amazingly, after 25 years of ignoring and even ridiculing the politicians in Washington, most of the prominent players in Silicon Valley believed that it was finally time for Washington D.C. to swoop in and come to the high tech industry’s rescue.

By the 21st, a week following the Summit meeting in The Hague, only three men had stepped up and had fully embraced Baker’s plan, and were willing to commit themselves to help.

The first was a man named Dave Simmons. Simmons was the founder and former Managing Partner of Charleston Rockley, a venture capital firm. He had suddenly and quietly retired back in 2000. During his time at Rockley, he consistently picked winners and stayed away from the losers. His returns to his investors were among the best in the business, nearly as good as Baker’s at YVC.

When Baker and Simmons spoke, Simmons talked little about his past with Rockley. He seemed more interested in talking about his many recent philanthropic efforts. In the past ten years, Simmons had apparently donated over $50 million and had volunteered countless hours to various causes. Although the man had been “out of the business” for a while, Baker could tell that the man was still a force, and would be an excellent addition to his efforts. Baker was too busy with his cause to overly worry about the mysteriously abrupt end to Simmons’ career as a venture capitalist. He was glad Simmons appeared ready to “get back into the game.”

Tom Tomlinson, the man Baker met at the 2007 Summit meeting, was another VC that seemed to agree with Baker’s definition of the problem, as well as his vision for a solution. Tomlinson agreed wholeheartedly with Baker that government regulations were not the right choice. They would likely not be effective, in any event, he concurred. He also agreed with Baker that the situation called for a radical new way of thinking and of doing business.

Baker had mixed feelings about Tomlinson. On the one hand, the man clearly knew the industry and had made good, solid returns for many, many years. He’d even steered clear of the dot-com mess in the late 1990s. But the man had also lost his shirt on various startups that offered little more than cost savings due to the use of offshore workers.

The irony of Tomlinson’s new position was not lost on Baker. Or on Tomlinson, which alone, Baker figured, showed that Tomlinson was serious about helping. And Baker needed all the help he could get.

The third man to fully buy into Baker’s plan was Frank Edwards. Edwards was a self-made multi-millionaire, who had made his fortune from the import-export business he’d started and run for over thirty years. Edwards had called Baker after hearing about Baker’s plans. Baker learned that Edwards had made most of his fortune not from the direct operations of his import-export business but from the appreciation of the land, apartments and health clinics he’d bought and built on behalf of his employees around the world. Edwards said he was compelled by Baker’s message that the business world seemed to forget that company employees are one of, if not the most important, constituency that corporations should serve.

Edwards had retired in 2004, and had been dedicated to running his family’s foundation. He had publicly announced back in 2004 his intention to join Bill Nand’s philanthropic efforts in India. He had announced that he was going to donate $100 million to help with healthcare- and education-related efforts in that country.

Again, the irony of the man’s situation was not lost on Baker. In fact, Edwards had recently gone public announcing that he would match the $100 million he had committed to give India with another $100 million that he decided to give at home, in America. Edwards announced that he was going to refocus his initial philanthropic efforts in his home country. As long as Americans were in need, he’d said in a recent interview, he would work to help them, before helping others in other countries. But, he said, he would not renege on the $100 million he’d committed to give in India.

When pressed, Edwards made it clear that he wanted to do whatever he could to help Baker’s cause. And, as he did with Tomlinson, Baker trusted his instincts.

And so, while the rest of the supposed thought-leaders in the industry wrestled with taking their heads out of their asses, John Baker, Dave Simmons, Tom Tomlinson and Frank Edwards banded together and prepared for battle.

19. Here Comes the Calvary

Lake Palace Hotel, Udaipur, India

June 25, 2010.

For their annual summer getaway, Sanjeev recommended that the Indian gang of four meet at the Lake Palace Hotel in Udaipur, India. The hotel was a converted island palace, and was situated in the middle of peaceful Lake Pichola. The airy hotel had marble floors, granite columns, and spectacular gardens and fountains. It was an oasis of romance in the warrior state of Rajasthan, one of the northernmost states in India.

Apu made his way down the stairway from the Chandra Prakash Suite, and was the first to make his way down to Amrit Sagar, the hotel bar boasting emerald green inlay glasswork well over 200 years old. Ramesh, who was staying in the Sajjan Niwas Suite, came down a few minutes later and the two men greeted each other with namastes, then, mixing traditions, shook hands. Five minutes later Vikram arrived, and five minutes after that Sanjeev made his way to the table from the Khush Mahal Suite, the epitome of luxury with its stained glass windows that tracked the sun’s every movement, and bathed the suite in a riot of colors and hues. The foursome was complete.

None of the men noticed the enormous man sitting alone across the courtyard in the hotel’s opulent reading room with its cobalt blue inlay glasswork, reading an English newspaper. Had the four been able to see behind the newspaper, they would have seen a mountain of a man with an unruly salt-and-pepper colored beard and an equally disheveled head of dark black hair. They would have also seen the ever-present remnants of food trapped within the man’s scraggly beard, and the snowfall of dandruff dropping from the man’s head.

When the waiter approached, Apu ordered a pot of SFTGFOP Darjeeling tea. “Is the tea from the Castleton Tea Estate?” Apu asked.

“No, I’m afraid not, sir. We do have tea from both Margaret’s Hope Tea Estate and Makaibari Tea Garden.” Apu had previously stayed at the five-star deluxe hotel, and the hotel had taken great pains to ensure that the wait staff was properly prepared for the man’s tea fetish if and when he returned to the hotel.

“All right, fine. I’ll take the Margaret’s Hope,” Apu said, not liking the subtle difference in taste that came from the fact that Makaibari produces their teas using organic techniques. “And be sure to bring the tea leaves separately, please.”

Apu was a connoisseur, and knew enough to avoid tea in fancy boxes since such tea is typically stale and often not even from Darjeeling. Apu knew that while only 12 million kilograms of Darjeeling tea was produced in Darjeeling each year, more than 60 million kilograms of so-called “Darjeeling” tea were sold around the world each year. And Apu, the son of a cabinet minister, was quite particular about his tea. Only Special Fine Tippy Golden Flowery Orange Pekoe would do. And, since one estate’s OP could be as good as the SFTGFOP from another, even the SFTGFOP rating didn’t guarantee a high quality tea.

Ramesh ordered cold badam, an invigorating milk flavored breakfast drink made with saffron, almonds and pistachios.

Sanjeev ordered chai, the drink of the masses made with more milk than water, and more sugar than any dentist would recommend. Given the time of year, Sanjeev’s chai would be made with ginger. Sanjeev much preferred chai in the winter when the drink was normally spiced with cardamom instead. 

Sanjeev had started drinking chai as a young boy, when his grandfather, by whom he had been raised, introduced the drink to him. His grandfather had told him that chai transcended caste, creed and class. The notion seemed to match Sanjeev’s worldview and his hopes for a strong, unified, economically self-sustaining and democratic India. His grandfather also told him that “Kumar”, his last name, was the most popular last name in all of India, shared by over 50 million Indians. This knowledge, too, pleased Sanjeev.

Vikram ordered a jal jeera, perhaps India’s most therapeutic and refreshing indigenous drink, which is made from lime juice, cumin, mint and rock salt. After his childhood sweetheart Minal, jal jeera was the thing Vikram missed most not living in India. He made it for himself at home regularly.

When Apu’s tea arrived, Apu took a pinch of the loose tea leaves in his closed fist and breathed moisture into it. Then he opened his hands and breathed in the fragrance. Definitely Darjeeling. Definitely not stale. Definitely first flush. Apu had grown accustomed to Easter Flush tea, more commonly known as First Flush tea, which has a characteristic muscatel aroma and is the lightest, most delicate and fragrant of the various harvests. Although many prefer it for its more concentrated flavor, Apu could barely tolerate Spring Flush tea, and simply couldn’t stand the stronger, flatter, less refined flavor of the Summer or Autumn Flushes, no matter how good a given years’ climate.

The other men waited patiently, as they often had to, for Apu to complete his ritual of privilege.

When Sanjeev’s chai arrived, it was hot enough to scald fingers and tongue alike. The waiter brought an extra cup per Sanjeev’s request. As was commonly done, Ramesh poured the chai from one cup to another to make it froth up, and then poured a small amount into one of the cups and began to sip slowly.

When Ramesh’s badam and Vikram’s jal jeera arrived, the four men raised their glasses.

The men reviewed their progress. After landing $50 million in exclusive contracts from Macrosoft, GBM and Seer, Vikram’s career at ADS had surged. In September of the previous year, he had been named Managing Partner of the firm. This was their first meeting after all four had reached the top leadership position in their respective companies. 

Apu had moved Macrosoft’s office productivity group to Bangalore in late 2005, and then moved the company’s platform group in January earlier in the year. Ramesh had moved GBM’s application server group in the spring of 2006, and had recently moved all of the company’s operating systems groups – all seven of them. Sanjeev had moved Seer’s tools and applications teams in early 2008, and had started the move of the company’s server technologies group just three months before. Vikram had already managed to move almost 100,000 combined jobs between his move of ADS’s technical consultants late in 2009 and his move of the company’s business process consultants just a few months before their trip to Udaipur.

In total, the four men had moved almost 250,000 jobs to their motherland. And, because of their leadership roles in the industry, over four million more jobs had been moved to India by the hundreds of midsize companies and thousands of startup companies that followed the lead of the big guys, even if they prided themselves on their level of innovation.

“To a strong and independent India,” Sanjeev toasted.

“To teamwork,” Vikram toasted.

“To being in a position of influence and power,” Ramesh toasted.

“To using that influence and power to put the squeeze on,” Apu toasted.

~~~~~

Less than a minute after the four Indian men had toasted, Harry Dini sent an email message on his ocho, the latest electronic gadget that offered a combination of eight distinct functions – phone, PDA, email, camera, MP3 player, video console, GPS device, and smart card. He liked the convenience of having all of the functionality combined into one device, but pined for the good old days when you could get a decent cell phone that fit nicely in your hand, and hated having to try to type with his fat fingers on such a small keyboard.

Nevertheless, Dini’s email message was sent through the resort’s wireless network through the local Indian ISP and eventually across the world to John Baker’s ISP. Given that it was late morning in India, Dini knew that Baker would likely read the email message at home before retiring for the evening. Dini wondered if Baker would sleep given the news that Apu Rana, Ramesh Chaudhary, Sanjeev Kumar and Vikram Neel, all top-ranked executives at U.S. high tech companies that had recently moved hundreds of thousands of jobs en masse to India and triggered the outright demolition of an entire industry in the United States had just been seen toasting together in their native land.

Mission accomplished, Dini rose and left as quietly and as invisibly as a 300-pound man can. Minutes later, he was on the water taxi back to the mainland, heading to the airport.

John Baker, in fact, spent the evening that night at a black tie charity event for the San Francisco opera. Baker couldn’t understand people. Here the entire economic engine of Silicon Valley was being assaulted and people seemed to care more about being sure they saw La Bohème than what was perhaps the most important crisis to ever confront the people of Silicon Valley. Didn’t they understand that if things continued to progress as they had, there would be only a handful of opera patrons remaining in the greater Bay area? Perhaps these people didn’t care. As long as the hundred or so wealthy movers and shakers could still get their alto and tenor fix, maybe they didn’t care that there would be no one else in the area able to afford to attend. Maybe they even preferred it that way.

Baker had to go because an old friend had called in a favor and needed Baker to help fundraise for the Opera House. Baker decided to pay his debt to the man.

By the time the event ended, it was past midnight. When Baker got home, he went straight to bed. Email could wait until the morning.

The following morning, Baker slept past 9:00, something he rarely did. Eventually, after breakfast, a shower and a shave, he went into his home office to check his email before heading into the office. He scanned for any messages from Dini, as he’d been doing every day since October, when he’d hired him. Among the dozens of email messages in his inbox was one from Dini. It was the first email message from Dini that didn’t have “Status Report” in the subject line. The email message read:

To: jbaker@yvc.com

From: harry@dini.com

Subject: I4 found toasting

JB, found I4 together in Udaipur, India. Seen 

toasting in celebration. Upbeat, festive mood. 

Bad news, I suspect?

Coming home. Need to know next steps, if any.

-Who

Baker took a deep breath and released it slowly. Then he popped two Tylenol capsules and headed to his office.

YVC Headquarters, Menlo Park, California, USA

Thursday July 1, 2010.

Baker scheduled a three-day planning meeting starting the 1st of July. There were four attendees: Baker himself, Dave Simmons, Tom Tomlinson and Frank Edwards.

After brief introductions, Baker dove in. He briefly outlined the issue, but spent little time here since it had now become obvious to anyone with half a brain that jobs had already been pouring out of the U.S. at an alarming rate, and that this trend looked like it was going to continue unabated at a dizzying pace. The other men had stated unequivocally that they recognized the issue and agreed with Baker’s assessment of what to do about it. 

Baker began, “As I said in Holland, we need to form a cluster of companies working cooperatively together, each with laser-like focus, all of which will eventually be integrated or merged together in some way.”

“Like a keiretsu,” Edwards piped in. Edwards was referring to the term used, especially in Japan, for a network of businesses that own stakes in one another as a means of mutual security.

“Exactly, a keiretsu. An American keiretsu. But with some important differences. First and foremost, what I’m proposing is that the companies we form and fund will not necessarily be long-lasting, ongoing concerns. In fact, I suspect legally we’ll want to make them wholly owned subsidiaries under one parent company anyway. I propose that internally at least, amongst us four, we treat the companies like different divisions within a larger organization. In this way, we focus on removing any source of duplicative, redundant effort.”

The men around the table nodded in understanding and approval.

“What about sales? I mean, when the products and technologies are complete, how will they be sold?” This from Tomlinson.

“Good question. When the time comes, we will have to integrate technologies and merge companies as necessary to optimize our chance of success in the marketplace. At the end of the day, companies will only buy products from our new companies if they are of higher quality, are competitive in terms of features, are fully integrated, and have a significantly lower TCO and a higher, faster ROI. We might get a few customers out of a sense of patriotism, but we cannot and should not count on this.”

Total cost of ownership and return on investment. Those were the keys. All four men knew it.

Again the men nodded in complete agreement. None were used to winning business from any other consideration other than offering the best products or services at the best value.

The meeting continued over the course of three days. The men agreed on the underlying philosophies for their venture. These would serve as guidelines if and when they ever had difficult decisions to make. Baker, the most technically visionary of the group, repeated his vision for the two dozen or so critical products and technologies and the half a dozen critical services that needed to be put in place. The men thought what Baker said made sense, but indicated that they were perhaps not the best judges of this kind of thing. The men encouraged Baker to continue to get feedback about his plan from others in the industry. Baker agreed to do so.

Baker saved the news he’d received from Dini for last. When there was an hour or so left in the schedule, Baker made the announcement.

“I do have one more piece of disturbing news to share with you,” Baker said. “Back in October of last year, I began paying four private investigators to follow Apu Rana, Ramesh Chaudhary, Sanjeev Kumar and Vikram Neel.”

Simmons, Tomlinson and Edwards sat absolutely still. No one said a word.

Baker continued, “When I spoke to each of these men about their plans for moving jobs to India, each gave completely different answers. There was absolutely no overlap in their comments in terms of the advantages they hoped to gain. It took me quite a while, but I finally realized something was strange and decided to do something about it. And so, I’ve been paying for tails on the four men for nine months now.”

Simmons quickly did the math in his head and realized how much Baker had spent. The man really was dedicated to this issue.

“And what have you found out?” Frank Edwards asked.

“Just one week ago, my man found these four men together at an exclusive resort in northern India. My source tells me that he witnessed the men together, in a celebratory mood, toasting.”

“Bastards!” Tomlinson burst out.

“It does appear as if these four are working together,” Baker said. “At the very least working for common purposes. Given their positions within our high tech industry, they represent a grave danger to the U.S. high tech sector – at the very least the millions of men and women that work in the industry – and our country itself.” 

Baker stood and continued earnestly, “So thank you all for your commitment to this very important endeavor. The odds are against us, but I believe that we can and will succeed. The very future of our way of life and of our country’s standing in the world is at stake.”

The room was quiet. A somber mood hung around the table. The men knew that Baker spoke the truth, if melodramatically.

“You know, I’ve been thinking about things,” Simmons finally said. We’re truly about to create an American keiretsu of sorts. And there are four of us. I know it’s probably a bit Hollywood, but I think we should call ourselves ‘AK-47.’ ‘A’ for American. ‘K’ for keiretsu. ‘4’ because there are four of us. ‘7’ because, well, hell, because it’s a lucky number, right? What do you think?”

A machine gun about to strafe the enemy. It sounded about right to the men in the room, who shook hands and got to work.

20. Starting Up’s a Bitch

San Francisco, California, USA

August – December 2010.

For several months, from late summer through the end of the year, John Baker, Dave Simmons and Tom Tomlinson spent their days traveling all over the San Francisco peninsula in order to find high tech executives and engineers to join their cause. They had no trouble finding those professionals still working for the few high tech companies that still employed sizable groups of U.S. employees in the area. But when they approached these people, they found a group of scared workers nervously clinging to their precious jobs. Most had taken drastic pay cuts when their employers realized that the balance of power between employers and employees had swayed so fully to their side. Pay cuts were justified by contrasting the higher U.S. salaries to the lower salaries being paid overseas. Never mind the higher cost of living in the U.S. or even the fact that these workers were still more productive on a dollar-for-dollar basis.

Finding unemployed workers who he hoped might be immediately ready to come to work turned out to be surprisingly harder. Baker was able to get a list of names and addresses from a contact at the unemployment department in Sacramento, but the list was woefully out of date, and didn’t include the hundreds of thousands of people that had simply given up trying to find work, moved out of the area, or who had long ago used up their 26 weeks of unemployment benefits.

When Baker, Simmons or Tomlinson found someone that had recently left the high tech field, the person was invariably gun shy about getting their hopes up. “Do you have funding?” was the question they heard most. “I’m not going to work for stock, like I did in ’98 or ’99,” they’d hear. “I’m not going to pour my sweat into something unless I have some confidence it’s going to be long-term,” they heard more than once.

Some of the people Baker met still had some savings from the money they’d earned in the good old days. But most had burned through their savings on fast cars, electronic gadgets, or something similar, or perhaps something as mundane as private school for their children. Many had lost their fortunes in the stock market that tumbled far worse between 2006 and 2008 than the cumulative 40% it had fallen between 2000 and 2002. Only a few had been smart enough to get out of the stock market and into bonds or other safe investments that generated income. All in all, these were risk adverse people living by the maxim, “once scorched, thrice shy.”

By December, the AK-47 Group had found a few hundred engineers interested in joining the effort. The only problem was, this wasn’t nearly enough. Baker estimated that he needed at least ten or twenty times the number just to start. Too many engineers and executives had fled the area, or at least had seemingly disappeared.

As bad as things looked on the engineering front, things were even worse when it came to finding managers and executives. Here, things were positively bleak. Amazingly, most of the executives that Baker met would explain why “the fit didn’t seem right”, why “the opportunity didn’t seem all that good” or wasn’t “big enough”, and so on. Beggars apparently can be choosers, Baker realized. At least high tech executive beggars who were lucky enough to pay off their mortgages when they had been able.

Then, a week before Christmas, Baker suddenly remembered reading an article in the San Francisco Chronicle several months earlier about a group of homeless people, most former high tech workers, that had begun squatting in many of the largely unoccupied office buildings in the area. Most were in San Francisco, a city that had always been tolerant of the homeless. Baker did a Google search for “San Francisco” homeless and got back over 400,000 hits. He added “high tech” to narrow the search and got back 10,000. Still too many. He added “former Silicon Valley executives” to the search, vaguely remembering that the article mentioned something about how many former Silicon Valley executives were squatting, but got back a search results page saying that no hits were found. He tweaked his search and tried former “Silicon Valley” executives. Finally, Google returned just 75 hits, and minutes later Baker found the on-line copy of the article he was looking for. 

Baker decided it was time to drive up to San Francisco to see for himself.

San Francisco, California, USA

November 2010.

John Baker drove the 30 or so miles up Highway 280 into San Francisco. Just five or ten years earlier, the trip into San Francisco was considerably faster on 280 than on Highway 101, the other freeway that ran north-south up and down the peninsula. But now, with so few people working and so many people saving $5.75 a gallon by staying home, even travel up 101 was easy, with almost no traffic.

After cutting over to Highway 101 on I-380, Baker got off on the Vermont Street exit and headed down the hill toward the South Park area. Back in the 1970s and 1980s, the area had once been one of the worst crime-ridden areas in the city, but it had been revitalized in the dotcom frenzy of the late 1990s when the area had been given the nickname “multimedia gulch.” The area had gotten another boost when the San Francisco Giants baseball team built a new ballpark for the 2000 season.

Baker found himself remembering the first game ever played in the stadium. It was April 11, 2000, and Baker was there, with seats along the third base line. He remembered that the dreaded Dodgers beat the Giants, 6-5, but mostly he remembered how he felt as he walked around the stunning, classic urban ballpark inspired by Wrigley field and Fenway Park, with its old-time feel and its waterfront promenade. The place was a work of art, and Baker remembered hearing that attendance for the first two years was somehow over 100% of capacity, best in the league. He’d been to the park for a few more games in the first couple of seasons, but hadn’t been back for quite a while.

Baker looped around the traffic circle at the corner of 8th and Townsend and parked on what was now a deserted road. He walked into the building formerly known as the BigMedia building and then later as the Gasé building. Both companies had long since moved their U.S. operations out of these buildings, having moved well over three quarters of their workers overseas to China, India and elsewhere.

Baker wished he could have called first, before going. But he could not find out the name of the person in charge, and besides, the place did not have a listed phone number. And so Baker arrived with no appointment, and no real plan. It was improvisation time.

Two muscular men that had been assigned guard duty stopped Baker at the front door.

“State your business here,” the bald one said, puffing out his already enormous chest.

“I’m here to talk about an opportunity with any members of your cooperative interested in doing some high tech work.”

“Yeah, right,” the short one said. “Like there’s an opportunity to do high tech work these days.”

“There is,” Baker said, eyes leveled at the men. “And if you let me in, I can explain.”

“One moment, please,” the burly one said. The man walked off. Baker stood silently with the bald guy. Five minutes later, Shorty was back.

Shorty nodded at Baldy.

“Come in, please,” Baldy said to Baker.

Once into the building, Baker saw a man waiting for him at the base of a set of stairs that went up in the middle of the building’s atrium.

“What can I do for you?” the man asked.

Baker explained that he had an opportunity for any software professionals that wanted to work again.

The man laughed at Baker, but Baker’s silence quieted the man’s outburst. He could tell that Baker was serious.

“My name is William Davies,” the man said to Baker.

“John Baker,” Baker said in return.

“Please follow me,” Davies said as he turned and headed up the stairs. Baker noticed that the escalator that ran along side the stairs was not running. Then he realized that the lobby was lit only by whatever natural light came through the windows; no lights were on in the building’s atrium. Davies noticed Baker noticing and said simply, “We conserve electricity here.” Baker nodded in return, noticing suddenly how cold it was inside the building, and that Davies was wearing a heavy wool sweater.

When the two men were seated in one of the first floor conference rooms, Davies got right to the point. “You say that you have work for some software people here –”

“Probably all of them.”

Davies chuckled. “Oh really?” he said, not attempting to hid his sarcasm.

“Yes, really.”

“Why don’t you explain what’s on your mind,” Davies said.

Baker told Davies about the AK-47 Group, about his efforts with Dave Simmons, Tom Tomlinson, Frank Edwards, and about his plans to compete directly against Macrosoft, GBM and Seer with products built exclusively within the U.S.

“You’re joking, right?”

“No joke. This is for real. We are beginning to look for funding now. Given how badly burned some of these pension plans and the like were in the last five years or so, I expect the fundraising is going to take us some time, but I can assure you that we are serious, and intend to succeed.”

Davies liked that Baker hadn’t guaranteed that their efforts would succeed. He’d simply said that they intended to succeed. A subtle difference, but one that made all the difference in the world to a man that had spent over ten years working for a company whose founding CEO, Lonnie Ebberson, had sufficient bluster that he could probably power his personal 500-foot sailboat around the world on just his hot air alone.

“You used to work at Seer, didn’t you?” Baker asked.

“Yes, yes I did,” Davies said, impressed that the man knew of him. Not a VP when he was laid off, Davies had never made it to the “Executive Team” page on the company’s website. “How do you know about me?”

“Trust me, William, my colleagues and I have been doing an enormous amount of research on who the key engineering talent was during the last 10 or 15 years. It wasn’t hard to learn about your work and your reputation at Seer.”

“That was a long, long time ago,” Davies said.

“I’m sure it feels that way,” Baker said. Then he felt compelled to ask, “How long has it been since you’ve used a computer?”

“I don’t know, maybe a year, maybe more. We have quite a few older model computers around here for everyone to share, but there’s a lot less reason to use one these days, if you know what I mean.”

Baker swallowed hard. He expected that it would be hard to find enough talented engineering minds in the area who were willing to go along with his plan, but he hadn’t counted on the fact that many of them may not have been able to afford PCs, their ISP connections or even the power to run them.

“One of the new companies will be a database company, William. I think you’d be great to lead it. You’d have to work within the parameters of the way we’re going to set things up, but other than that, it’d be your show. You can hire anyone you need and acquire any technologies or companies you want. If our fundraising goes as planned, we’ll have more than enough money where resources won’t be a problem.”

“What about everyone else here? We’ve got people here from all the big high tech companies, Terracotta, Seer, Meshwork Partners, Belise, you name it. Plus people from dozens if not hundreds of startups.”

“Let’s talk to them. With the enormous amount of work that has to happen quickly, I suspect we’ll have roles for anyone that wants to join our efforts.”

William Davies, a man that had settled into a life of running a network of makeshift homeless shelters around San Francisco for the past several years, had all but given up on his dream of working in the software industry again. Until John Baker had walked in the door, all of the interesting jobs were now in Bangalore or Delhi or Mumbai or other cities in India, or elsewhere in the world. And Davies was too pissed off at the situation to ever consider moving out of the U.S.

“I’ll gather everyone together. Give me 15 minutes or so,” Davies said. Then, feeling an optimism he’d gone without for more than two years, he got up and went to gather the nine hundred plus former engineers that lived within the building.

Twenty minutes later, Baker stood along the railing on the second floor. He overlooked the atrium in which nearly a thousand men and women gathered to hear what he had to say. These had been some of the best and brightest minds in the world, Baker realized. Now they were a sorry lot of dejected, hopeless souls. He realized he was about to do more than just offer them jobs. He was about to offer them salvation.

Baker introduced himself and spent ten brief minutes explaining how he and his business partners wanted to put an end to the giant sucking sound of high tech jobs leaving the United States. He explained how he intended to start several dozen startup companies, each focused on a specific product, technology or service and how when they were ready, the technologies and products would be integrated and the companies would be merged together. He explained that his AK-47 consortium was attempting to raise sufficient capital to enable the plan. Hiring and acquisitions would not be a problem if they got the funds, he said.

Finally Baker explained how, while the investors would own the majority of the company’s stock, the AK-47 Group would own 20% of each of the companies, and he, Baker, would retain 100% of the voting control.

“Make no mistake, people. Management within these companies will have total control within the companies within some pretty tight guidelines that I will set down. While you are forming and growing your companies, and doing your work, I need you to think of the companies as your own. We will only succeed if we maintain an entrepreneurial spirit. But, eventually, the companies will need to come together in order to successfully compete with the big boys like Macrosoft, GBM and Seer. The market has long ago spoken and the days of best of breed products that aren’t well integrated are long since over.”

“For those of you that agree to these terms, I offer you a chance to work again. I offer you a chance to do interesting, challenging work again. The chance to bring home a regular pay check, to possibly resume some semblance of your past lives.”

When Baker was finished, William Davies walked toward Baker and stood closely next to him. It was a clear signal that he, Davies, believed in Baker and Baker’s ambitious plans. It was all that his flock of unlikely followers needed to see.

Over the next several days, William Davies took Baker around to each of the other four homeless compounds he ran. Baker gave the same speech, and Davies gave the same message: I support this man and you should too. In each case, support was overwhelming. People had finally been given a chance to do what they were trained, and loved, to do.

Baker told Davies that he would pay the electric, phone and Internet connectivity bills for the five office buildings. Davies agreed to scrounge up more PCs so that there would be enough for everyone. The two agreed that they should have a fully capable, modern IT infrastructure up and running within four weeks. Davies said he would get everyone to re-read their various textbooks, hack up some practice programs, and brush up on their skills in any way they could. They all needed some serious WD-40 to get the rust out. “Especially me,” Davies had said to Baker, ashamed of his admission.

Meanwhile… (August – December 2010)

John Baker knew that his plan required a great deal of capital. A great deal. Baker reflected that even with a net worth of almost $400 million, he still didn’t have nearly enough money to personally fund his plan, even if he’d wanted to. No, they’d need to raise money from the “big boys.” The big boys were pension plans, universities and the like that were the Limited Partners behind venture capitalists. The only problem was that most of these organizations had lost huge sums of money investing in venture capital over the past six or seven years. And even those public or government institutions that hadn’t lost money were constrained by various new rules or laws making it extremely difficult for them to invest in companies that had more than 25% of their workforce outside of the United States. Not many high tech companies satisfied this requirement. Not even new startups being formed.

While Baker hunted for willing and able bodies to staff the new AK-47 Group companies, he, Simmons, Tomlinson and Edwards met regularly to formulate a plan of attack to convince these groups to invest in their scheme.

Edwards, the group knew, held little sway since he’d made his money outside the world of high tech. Tomlinson was actually a liability since he’d lost his investors over $200 million over the past several years. He’d invested heavily in startups whose primary differentiation was supposed to come from the fact that they offshored their work and hence could offer cost savings to their clients. All but a few of these startups failed miserably. At the end of the day, these companies and their founders had little or no vision beyond cost savings, and found that offshoring did little in the way of of creating any kind of valuable intellectual property, or of providing a technological barrier to entry.

That left Baker and Simmons.

Dave Simmons had made a great deal of money for his LPs during his tenure as an active VC, but the man had mysteriously retired back in 2000, already ten years past. Baker had never heard the details, but knew that Simmons’ career change and later involvement in philanthropy had something to do with the man’s last backing, SimChat. The company had gone public but then was de-listed just a month later.

Regardless of the man’s curious and somewhat disturbing history, Baker decided Simmons would be a tremendous asset in their efforts to raise money. Baker assigned Simmons point man on the important task.

While somewhat rusty from his extended time away from the high tech world, Simmons dove in with a passion. Like a grown man riding a bicycle for the first time since childhood, his skills returned quickly. Within a few weeks, he’d arranged conference calls with the country’s largest pension plan managers and investment managers for the country’s largest university endowments. He was back in the game.

~~~~~

Simmons’ first in-person visit was to Yolanda Jones, the woman in charge of investing the University of Michigan’s colossal $1.5 billion Endowment Fund. Simmons flew into Detroit Metropolitan airport, then rented a car and drove the forty-five minutes or so to Ann Arbor.

Simmons was an hour early for his meeting with Yolanda Jones and decided to walk around the campus. He’d always liked the U-M campus, especially in the fall. He spent most of his time walking slowly through the law quadrangle. With its stone buildings covered with ivy, it reminded Simmons of Princeton in New Jersey, another of his favorite college campuses.

Finally, Simmons made his way to Yolanda Jones’ office in the administration building.

“Hi Yolanda. Nice to see you again.” Simmons had gone through his records and noticed that Jones was an executive assistant back when he’d visited with the University to raise money for his old firm, Charleston Rockley. She’d obviously done well for herself, having moved up all the way to the position of U-M Treasurer and Investment Officer a year earlier.

“Hi Dave. Nice to see you, too,” Yolanda said, amazed that Baker remembered her.

After the two made themselves comfortable, Simmons began his pitch.

“I know that you’ve lost a great deal of money investing in venture funds over the past five years,” he started.

“Over $200 million,” Yolanda was quick to respond. “Most of it with Tomlinson Capital Management. I understand Tommy is a part of your group.”

“Yes, I know that you’ve lost a great deal of money investing in venture funds –” Simmons said, temporarily sliding over Yolanda’s objection over Tomlinson’s involvement.

“Uh-huh,” Yolanda prompted.

“– But we believe that our current venture, which is structured very differently than a traditional venture fund by the way, has the possibility of offering staggering returns to our investors. We’re talking about returns of 2x or 3x, not just the 20-40% returns of the so-called glory days of venture capital back in the late 1990s.”

“That’s all well and good, but I’m not sure I can get past Tommy being a part of this. I mean the guy lost us over $100 million. Do you get that? Over $100 million! And I understand that, all totaled, he lost his investors over $200 million, driving TCM out of business. How on earth do you want me to trust this guy’s judgment?”

“I don’t, Yolanda. He’s not running the show. John Baker is.”

Yolanda knew this, having done her homework before Simmons had arrived. It’s how she’d known about Tommy Tomlinson’s involvement. Yolanda had to admit that Baker seemed like the real deal. The man had consistently made money for the University of Michigan and the rest of his limited partners through the years, even over the past five years, although his returns were down significantly from their otherworldly heights years before.

“Well, I’m happy to hear that,” she said. “I probably wouldn’t be talking to you if Tommy were in charge of things. Still, I’m not happy he’s involved, and I’m not sure I could sell an investment with his involvement to my Board.”

Simmons was not surprised to hear any of this. He nodded in understanding.

“Look, Yolanda, I wish I could tell you that our effort has broad support within the Silicon Valley community,” Simmons said earnestly. “But I really can’t say that. Conventional wisdom has it that it’s time for the politicians to step in and save the day. John Baker, Dave Simmons and I – and, yes, Tommy Tomlinson – don’t agree. We think we’ve got a good plan that has a legitimate chance to succeed. In the face of the Valley having been so badly gutted, we think people will be willing, even eager, to band together, to join our cause and work their butts off to make it succeed.”

“I’ll tell you what,” Yolanda continued. “I’ll think about things and let you know. As you get more support from other investors, let me know. That would help. And, of course, if you ever lose Tommy from your team, let me know that too.”

Simmons thanked Yolanda for her time and left. He crossed through the law quad one last time en route to his car. As he drove back to the airport, Simmons realized that years ago in the prime of his career he would have axed Tom Tomlinson without hesitation in order to get the deal. As strange as it seemed to him now, though, he hadn’t even considered it. Tomlinson, for all of his temporary blindness over the whole offshore thing and the investment blunders it caused, was one of the few people that had bought into John Baker’s vision and had committed himself fully to aiding the cause. No, Tomlinson was one of the good guys. They’d just have to find another way to convince the Yolanda Joneses of the world.

~~~~~

Dave Simmons found less pushback in his fundraising efforts to Tomlinson’s involvement when visiting investors that had not invested in Tomlinson’s TCM. Although these people knew that Tomlinson had lost his investors’ money, the fact that they had not lost their own money with the man seemed to change the situation enough to where they didn’t seem so completely hung up on his involvement.

Instead, Simmons received pushback from several investors about the seemingly incredible rate of return Simmons was claiming they could expect.

The guy at GE was a good example. “How on earth are you going to return 200 or 300 percent? That’s just insane,” he scoffed.

Simmons had calmly walked the man through their calculations. $X million in investment, $Y million in sales, $Z billion in combined valuation. It all lead to investors doubling their money, maybe more.

“But it’s all predicated on sales of, what, over $100 million within two or three years. That’s unheard of. The best deal you probably ever sold back in the day was one where a company got to, say, $50 million in four years or so. And even that would have been spectacular. Now you’re talking about sales of over $100 million in such a short period of time?”

“Yes, that’s right,” Simmons calmly responded. He explained why the situation was different. “These aren’t stand-alone companies, each trying to hire people, build their products and sell them all by themselves, competing against every other company. Quite the opposite. These are all part of a larger, unified whole. One that will benefit from unified recruiting, integration and M&A according to a master plan, not just the egotistical whims of CEOs or temporary market forces. And one that will eventually benefit from a unified sales strategy.”

The GE guy, like many before him and after him, just couldn’t believe their ears when Simmons talked about the potential of such a huge return.

Simmons said, “The point is, the possible return is large because, honestly, the risk is large. We’re talking about trying to do something that’s never been done before. We’re talking about trying to resurrect Silicon Valley and other high tech centers in America after they’ve been all but gutted by the move of so many jobs offshore. We’re trying to compete head-to-head with some of the gorillas in the high tech world. But John Baker knows what he’s talking about. He knows what he’s doing. And we’re going to do this with you or without you. It’s up to you.”

The GE guy, like everyone else, said he’d think about it and get back to Simmons. Then he showed Simmons the door.

~~~~~

Simmons received the most pushback from investors worried about how one man, however brilliant and future thinking, could organize a collection of companies and ensure that all of them were successful. Baker had been right about the global sourcing situation, most people agreed, but that didn’t mean he could pull off this grand plan. He’d need to form companies to develop technologies and products in a large number of areas: databases, operating systems, word processors, spreadsheets, presentation graphics products, web browsers, web and application servers, and so on. How on earth could these companies be created from scratch, be built and grow in such a short amount of time? And how on earth would they eventually be integrated or merged appropriately?

Simmons had no answer other than to tell these people that he believed that it could be done. In all his years in the VC world, he’d been intimately involved with hundreds of startup companies and had witnessed their births, their growth, and, sometimes, their deaths. Most of the ones that failed, he explained, failed because, in the end, they tried to do too much, or because they really weren’t stand-alone company material. In the proposed scheme, neither of these two issues would come up. Each company would have a very specific role. Each would build a very specific technology or product, or provide a specific service. None would be expected to stand on their own as independent companies. At the appropriate time, the technologies and products would be integrated, and the companies would be merged as appropriate. There would be a unified sales strategy and sales force. For all these reasons and more, it could work. It could work, was all Simmons could say. I think it will work. I sincerely think it will work, he told people until he was blue in the face.

21. One Step Forward, Two Steps Back

Stanford, California, USA

March 2011.

Dave Simmons walked alone through Stanford University’s campus. It was a bright, sunny spring day. The cloudless sky was Northern California blue, a spirit-lifting color that Simmons had long thought should be one of the colors in the Crayola Crayons 64 pack. A slight breeze cooled the 65-degree day to the point where Simmons wore a light sweater. The grass and trees were still green, having benefited from a winter’s worth of rain but not yet having had to withstand the coming dry summer season.

Simmons walked through the Oval and into the main quadrangle. He stopped and admired the University’s church and its remarkable tile mosaic, which had been painstakingly constructed not just once, but twice, the second time after the 1908 earthquake destroyed the church. He wandered through the campus, past the bookstore and student union. He wandered out to the lake, Lake Lagunita. Lagunita means “little lake” in Spanish. Lake Little Lake. Clever these Stanford dweebs.
Earlier in the day, Simmons had received a call from Yolanda Jones at the University of Michigan. Despite her concerns about Tom Tomlinson’s involvement and her demand that she be provided monthly progress reports, she called to tell him that she – the University of Michigan – was in. She had decided to invest $100 million in the AK-47 venture. Kind of like double or nothing, she’d said.

Simmons thanked her for her support and for the investment. He did not promise to double her money, having learned long ago never to promise an investor anything. He did, however, tell her that he and the rest of the team would work tirelessly to earn her confidence. He continued to notice his own transformation: years ago, he would have simply expected the investment. Sure, he would have worked to increase the value of the investment, but not with the strange moral burden that he now felt.

Simmons had dozens of calls to make when he got to his office, but he gave himself another ten minutes of peace walking around his favorite college campus. If all went well and how he expected, he was about to accept investments totaling over $10 billion. Over $10 billion, he repeated to himself. $10 billion was almost ten times the size of Charleston Rockley’s largest fund back in 1999.

Simmons took a deep breath and headed back to his office.

~~~~~

Within two weeks, the dominos fell, as they always did. Once Yolanda Jones at the University of Michigan agreed to invest, the University of Illinois and the University of California agreed. After these came a dozen more universities. Then came Ford Motors, which brought in dozens of other large pension plans, even the skeptical GE guy. After all these big guys, dozens more smaller investors came in.

Then came the 800-pound gorilla, the California Public Employees Retirement System, or Calpers. Calpers, the nation’s biggest pension fund was joined as it often was by its close investment and political ally, the California State Teachers Retirement System, or Calstrs. With over a quarter of a trillion dollars of investing power between them, trustees who were all Democrats, and a history of throwing their weight around on issues such as board independence, executive pay, and other corporate governance issues, and even a foray into social engineering, Calpers and Calstrs were eager to invest in what they perceived as a “morally correct” and “All-American” opportunity.

When asked about the investments in the AK-47 Group, Phil Angelides, the Governor of California, who formerly sat on the boards of both Calpers and Calstrs in his former role as state treasurer of California said, “This is a time when questions need to be asked about what is the right responsibility, the right compass, for America’s corporate and financial sector.” A spokesperson for Calpers confirmed that between 2000 and 2005, Calpers lost nearly $20 billion, including $850 million on WorldCom (now MCI) alone, and that investing in the AK-47 Group had the potential to make up for some of those losses.

By April 1, the AK-47 fund had raise $11.8 billion. It seemed surreal to Dave Simmons, like one colossal April fool’s joke, only it wasn’t; it was one monster of a responsibility.

~~~~~

During the months of frustrating fundraising efforts, John Baker had an epiphany of sorts. For four decades, like all VCs, he’d done everything in his power to delay giving money to his portfolio companies. The harsh reality was that by extending the fundraising process, he could drain a company’s cash and wear down their confidence, which translated into a lower valuation of the company, which in turn translated into YVC, Baker’s venture capital firm, owning a higher percentage of the company for the same amount of money. As a VC, he’d never once hesitated to utilize this strategy, and it had paid off handsomely.

But as he struggled to get people to join the AK-47 Group, Baker was effectively on the other side of the table. He was the guy trying to put a company together. He was the guy needing money in order to hire people, in order to build products, in order to sell them. And now, he finally understood the frustration and even the anger he’d encountered from several entrepreneurs through the years.

Finally, though, in March, Simmons had cracked the code. The man had done it. He’d gotten the University of Michigan to agree to invest. And through the end of May, dozens of other limited partners agreed to invest, to the tune of over $10 billion in investments.

Once Baker could definitively state that he had funding commitments totaling over $10 billion, recruiting became considerably easier. Hundreds of engineers, managers and executives suddenly jumped at the chance to join the AK-47 Group effort. Baker didn’t begrudge their conservatism that held them back until he had funding. He was just happy to have a tidal wave of new talent join the team. And he quietly tucked away his little piece of learning in case he was able to return to his “regular” life as a VC; he wasn’t sure he’d be able to utilize the same tactics in the future.

Meanwhile… (June 2010 – April 2011)

While John Baker was getting Dave Simmons, Tom Tomlinson and Frank Edwards to join him in forming the AK-47 Group, Apu was busy moving Macrosoft’s 15,000-person gaming division and 5,000-person educational division offshore. While the four Americans were holding their planning meeting in July, Ramesh was busy moving GBM’s 15,000-person transaction processing team and 20,000-person systems management team to Mumbai. While Baker tried to find enough qualified CEOs and engineers to start his keiretsu of companies, Sanjeev was busy moving Seer’s 5,000-person CRM product team and the company’s 10,000-person customer service and 15,000-person technical support divisions to Bangalore. While Dave Simmons tried to raise money to fund the AK-47 effort, Vikram was busy invoking Rule 13-D again, this time to move the firm’s 50,000 management consultants offshore.

Apu had a relatively easy time making his latest offshore move. The firm had saved large sums of money by its previous offshoring efforts, although not nearly as much as originally forecast. And while most of the development schedules for the products developed in India had slipped several times, they hadn’t slipped considerably more than the typical software development schedule. 

Ramesh, too, had a relatively easy time of it. GBM had also saved money, and even the application server group, which had originally faltered, was doing better. Except for the firm’s operating systems development groups that were an unmitigated disaster, the company’s offshore efforts were going well. Most of the company’s executives and those Board members technical enough to understand the situation knew that the company’s disjointed operating systems development efforts had been in turmoil for years before the move; nobody saw the move to India as particularly worsening the situation.

Sanjeev had a harder time, needing several months to work with each of the company’s Directors before bringing the topic up for discussion and a vote. In the end, the Board was swayed as much by the fact that Macrosoft and GBM were continuing their aggressive offshoring ways as they were by Sanjeev’s reasoning.

When Vikram brought up the idea of moving the firm’s management consultants, he didn’t even bother with a normal, equally weighted vote. He knew what the results of a one-man-one-vote vote would be. Again, by invoking the special rule that let him milk the advantage he received from his sweet – and recently further sweetened – contracts with Apu, Ramesh and Sanjeev, he was able to force the issue through.

~~~~~

The day Apu announced the move of Macrosoft’s gaming and educational divisions offshore, he rented five adjoining rooms at a nearby motel and called five women. He hired prostitutes instead of using his little black book, and paid the women handsomely for the night. Each was instructed to go to the hotel. Each was given one of the room numbers. After handcuffing each woman spread eagle to her bed and placing a large box of condoms in each room, Apu went down to the lobby and handed out the room keys to the members of a visiting high school football team that was staying at the hotel. “Unlock the girls and leave the room keys at the front desk when you’re all done,” Apu had told the team’s captain.

When Ramesh got Board approval for the move of GBM’s transaction processing and systems management groups to Mumbai, he went home and looked through the box of his father’s pictures and read his father’s letter. And, like most such nights, his wife sang him to sleep.

The day Sanjeev announced the move of Seer’s CRM product team and the company’s customer service and technical support teams to Bangalore, he left the office early, drove up Highway 101 across the Golden Gate Bridge to Mount Tamalpais State Park. He went for a four-hour hike in the hills, returning to his car well after dark. He and his wife stayed up all night talking things over.

When Vikram forced the move of ADS’s management consultants, he went home and picked up the manila envelope that the private investigator he’d hired had sent him two weeks before. 

Over a year earlier, when he’d forced through the move of the company’s business process consultants, he’d called a local private investigator and asked the man to help him track down Minal, his childhood sweetheart. He’d sent the man the only picture he had, one taken when she was 14 years old, just weeks before she’d left him. He also told the P.I. everything he knew about her family’s past.

The private investigator had told Vikram that it might be impossible to find a person given so little, and such old, information. Vikram wasn’t even sure in which country Minal lived. She might be living in the United States, if she married the American, or she might have moved back to India if they had broken up. Her father was from Dubai, so it was also possible that she was living there. She could be anywhere for that matter.

Vikram had told the private investigator that he understood the odds were high, but that he was still willing to pay the man’s fees. He’d been paying them every month, in advance, for over a year.

And then, out of the blue, Vikram received the large envelope. The return address showed that it was from his private investigator. He’d set the envelope, unopened, on his kitchen table, and had been staring at it every night since.

Now, after successfully pushing through the move of his firm’s management consultants, with another surge of confidence running through his body from his latest corporate coup, Vikram knew it was finally time to open the envelope.

GBM Headquarters, Albany, New York, USA

May 2011.

Sanjeev was the first to hear about John Baker’s efforts to raise money and hire talent to start a group of American companies that would compete directly against Macrosoft, GBM, and Seer. From Baker’s past stance on the topic of moving jobs offshore, it was clear that the man intended to fight head-to-head in an effort to bring jobs back to the United States. And Sanjeev had long ago learned that Baker was smart, tough and as dedicated to his cause as he, Sanjeev, was to his.

Sanjeev arranged a conference call with Apu, Ramesh, and Vikram, and told them what he’d learned.

When Ramesh heard the news, his mind raced. In a flash, an idea came to him: He could try to stop Baker and the AK-47 Group with legal action, some kind of collusion or antitrust lawsuit. He could devise a strategy to stop Baker in his tracks, before he even got off the ground.

And in another flash, Ramesh’s mind traveled back 24 years to when his father’s company was forced out of business. For years, despite his father’s note, Ramesh blamed the bigger American company, and even more so, the underlying capitalistic system that enabled one company to squash the dreams of a man and his family 15,000 miles away. Ramesh finally realized that his father had been right all along: it wasn’t the American company or even capitalism per se that had pushed his already fragile business over the edge. It was the export subsidy – a legal construct.

And now he would retaliate by taking similar actions against his competition.

Had Ramesh not held onto his anger towards the United States for so long he might have recognized his hypocrisy. He might have had second thoughts. But he still burned inside at the memory of his father extinguishing his own life because of the United States. Okay, fine, it wasn’t capitalism, but it sure as hell was still the U.S. government. And I’m working to hit the country where it’ll hurt the most. My goals haven’t changed. My new insight into my father’s situation doesn’t change what I need to do.
Besides, he knew that Apu would simply not tolerate any sign of weakness, or any softening of heart.

Ramesh picked up the phone and called GBM’s general counsel. “I have something I need you to work on,” he said, and then spent the next 15 minutes explaining how he wanted the efforts of John Baker and the AK-47 Group shut down ASAP.

22. Cracks in the Wall

7th Annual High Tech Leadership Summit, Boulder, Colorado, USA

June 2011.

The organizers of the 2011 High Tech Leadership Summit were faced with a dilemma. Half wanted to dedicate the Summit to generating answers to questions such as, What kinds of legislation would be most effective in curbing or stopping the gushing outflow of U.S. jobs?, How can the High Tech industry be most effective in Washington?, and Which lobbying firms should we contact? Half wanted to dedicate the Summit to hearing from John Baker and getting an update on the progress of his AK-47 Group. In the end, the conference organizers did what all conference organizers do. They created two tracks, and allowed each attendee to decide for him or herself.

The sessions on the Get-The-Politicians-Involved track were chaotic affairs, often disintegrating into shouting matches. It was a case of the blind leading the blind, really. Nobody in the room had any significant experience in Washington. And as an embarrassing example of how out of touch this group of high tech big wigs was with Washington, nobody had thought to invite a single politician or even a single lobbyist. Many of the men and women attending these sessions quickly became disillusioned, and began to switch over to the Let’s-Hear-From-John-Baker track.

Baker was now a year into his efforts, and the industry leaders that had chosen to attend the sessions on his track wanted a status update. They also wanted a piece of the action.

For the past year, Baker and his AK-47 Group had been executing his plan as quickly as possible. John Baker, Dave Simmons, Tom Tomlinson and Frank Edwards had gelled well as a team, and were working around the clock. They were fully committed and completely focused. None made much time to keep other, non-participants informed. The four men attended the Summit meeting in an attempt to rectify the situation somewhat.

The various VCs, executives and influencers listening to Baker were not used to being on the outside looking in. They were used to leading, used to being the people whose ideas were sought after and whose actions were followed. Now, four men led by John Baker were doing something big – huge – and they were not involved.

“John, you need to let the rest of us in. We can help.”

“I appreciate your offer, Larry,” Baker said to Larry Cole, a man who Baker could not imagine being helpful in the slightest. “I suppose we could probably use some more capital, so if anyone here wants to step up to committing to some fundraising, that’d be great. But on the decision-making front, we need a cohesive, internally consistent effort. The best way to accomplish this is to have the smallest number of people involved as possible.”

“As long as that small number of people includes you, right?” Cole quipped.

“Larry, listen. We don’t have time for this nonsense. Do you think you could do what I’m doing? Did you see all of this coming six years ago? No. Could you or would you have formed a team with men like Dave, Tom and Frank? No. Do you think you could have raised the necessary funds to make a go of this? No. So do us all a favor and check your ego. This isn’t about me. It’s about creating a set of companies, staffing them and building world-class products far faster than anyone has ever done in the history of the industry. And then, it’s about trying to sell all of this brand new software against multi-billion dollar companies like Macrosoft, GBM and Seer. And most of all, it’s about bringing back some sanity concerning which jobs stay here in the U.S. and which ones should be done elsewhere.”

“But – ” Cole started.

“But nothing. We’ve got work to do,” Baker snapped back. “I’ll tell you what…let’s do this. If there’s anyone here other than Larry that believes Larry should run the AK-47 Group instead of me, speak up now.”

A full minute of silence went by. Cole finally sat down and tucked his proverbial tail between his legs. He did his best to turn invisible.

“All right. I’m sorry things came to that Larry. Really I am. But you left me no choice. Now let’s all move on.”

Another VC in the back of the room spoke up. “I understand your desire to keep a small, tight group. Really, I do. But why won’t you let the rest of us take a more central role in the financing? I expect that we could help bring other, big investors into the deal, and you’d be able to spread the financial risk this way.”

You mean I’d be able to spread the possible upside to include you, Baker wanted to say. Instead, he said, “We’ve explained to our investors why we think we have a chance to compete in the marketplace. Our ROI and time to payback models are the best the industry has ever seen. By far. Most of our Fortune 500 targets stand to save $100 million a year, minimum. A few of the larger companies stand to save as much as $1 billion a year.”

“You’re serious?” someone in the crowd blurted out.

“Yes, I’m serious. Dave and Tom have done a phenomenal job putting the models together, and we intend to drive our product design and development around where they offer the lowest TCO and the highest ROI.”

“Design focused on TCO and ROI. Interesting,” one of the analysts in the room commented.

“Not interesting, really, just well overdue. For too many years our industry has been building software because it’s cool or neat or just different or new. The only possible exception is applications software, which by definition is supposed to help a specific application area, but even there, we’ve got all sorts of featuritis that has bloated our software and made its installation, configuration and provisioning for clients, not to mention its creation and maintenance for the software vendors, far more complicated than it should be. From day one, our stuff will be far simpler and far cheaper for us to maintain.”

For two full days, Baker fielded questions from an ever-increasing number of conference attendees, as hordes of people migrated over to Baker’s track, where at least there was a vision, a plan, some semblance of order. Most wanted in on the action, especially now that Baker, Simmons, Tomlinson and Edwards had done the initial heavy lifting, and the it’s-time-to-take-legal-action camp had fizzled out across the hall. Most wanted to gain financially from Baker’s prowess. Few had anything of real value to offer Baker and the AK-47 group.

One man that did have something of real value to offer Baker was Zachary Finlay, a reporter for the Wall Street Journal. Finlay approached Baker during one of the breaks.

“Hello, John. My name is Zach Finlay. I work for –”

“Hi Zach. I know who you are. I read your stuff in the Journal every chance I get.”

“Thanks. That’s nice to hear.”

“Well, I don’t read your column to be nice. I read it because you say smart things, and you say them clearly.”

“Well, thank you again. That’s actually why I wanted to talk to you. Unlike most of these folks, I think I have something of value to offer you.”

“Which is?”

“A national, if not global, voice that reaches 50 million people each week.” 

“What do you have in mind?”

“I agree with everything you’ve said here,” Finlay said. “This is my first Summit meeting, but I’ve asked around and it sounds like I’d have agreed with the things you’ve said for years. I’d like to begin a campaign of sorts to get these ideas into my column.”

“I’m listening.”

“I can write several month’s worth of columns just from the core issues at hand, geez, from just the recklessness of Macrosoft, GBM, Seer and ADS alone. But I need some input from you on what your group is doing about it, and why people should trust your companies more than these other companies. I’d like to be able to meet with you once a month, for an hour or two each time.”

Baker made up his mind quickly. It was a no-brainer, really. A smart, articulate man with broad influence was on his side and wanted to help.

“It’s a deal,” Baker said to Finlay. “Are you free for dinner tonight?”

“Absolutely,” Finlay said excitedly. “Let’s meet at the Flagstaff House Restaurant in Boulder at 7:00. I think we’ll want to be offsite.” He’d once been invited to the magnificent restaurant as part of a series of meetings with U.S. West, which had offices in the area, and he had instantly fallen in love with the breathtaking views from its Flagstaff Mountain perch, its legendary rack of lamb that simply falls from the bone, and its massive wine list. If Baker hadn’t already discovered the place, Finlay wanted to be the one to introduce him to it.

By the time dinner ended well after 10:00 p.m., Baker knew that Zach Finlay was someone he’d want to meet with more often than once a month. And not just because the man knew how to pick an outstanding restaurant. The man had more insight than 95% of the executives and venture capitalists that supposedly led the industry. And he had something none of them had: 50 million readers.

Finlay’s first column just two days after the Summit meeting discussed the magnitude of the problem that was being created by the rapid movement of high tech jobs offshore to places like India, China and Eastern Europe. Over seven million American jobs lost. Entire communities gutted by soaring unemployment, foreclosure and suicide rates. The entire U.S. economy mired in a two-year-long depression, with no end in sight. All caused, at least in part, by the acceleration of offshoring by large software companies such as Macrosoft, GBM and Seer, and large professional services companies such as ADS.

The next day, Finlay focused on how the AK-47 Group was gaining momentum under the clear direction and excellent communication from John Baker. Finlay stated that the various startup companies had started to gel and join together to create products and companies that would offer excellent products and services providing outstanding value, while still returning outstanding returns to the AK-47 investors.

Finlay’s subsequent columns discussed the topic of where the AK-47 Group’s jobs were going to be, and how Baker seemed committed to considering the needs of his company’s employees and the overall health of the U.S. economy in his decisions, not just the profits he would make, or the returns he could offer to his investors.

Finlay’s column in the Friday edition of the paper was 500 words instead of the usual 250. On Friday, June 24, the last Friday in June, Baker read Finlay’s column with a huge smile on his face.

Owners, Consumers and Workers
By Zachary Finlay 

Consider three groups of people, Owners, Consumers and Workers. 

For our purposes, let’s include in the Owners group anyone whose wages do not constitute the bulk of the financial benefit that comes from their association with a company. This includes those top-tier executives whose stock or stock option payouts dwarf their salaries.

Consumers are people that buy things. They pay money for goods and services produced by companies “owned” by Owners.

Workers are the people that work at the companies owned by Owners. They perform work (either physical or “mental” labor) for the companies and receive wages (money) from the companies in return. Unless they have a large stash of money saved up “from before”, these people use this money to buy the things they buy.

Now, consider a country with only Owners and Consumers, people only playing, or able to play, these two roles. Does it sound like paradise? No work and all play (and financial benefit)? Well, how could such a country exist? More to the point, how could the people that live in such a country survive? How could they pay for the things they consume (like food and water, not to mention things like health care, shelter, clothing, etc.)? Where would the money come from?
We’ve already said that in this fictitious country there are no Workers. So the people are not able to get this money from wages – from a job, from working. The money would have to come from elsewhere. Where is “elsewhere”? From savings, or from cash thrown off by being an Owner for those lucky enough to act in this role. Of course, most people don’t have much money saved, if any. In fact, quite the opposite, many people live in a state of perpetual debt. And, again, few of us receive enough money from being Owners that we can live off the proceeds. We need our wages from being a Worker.

Okay, so why talk about such a ridiculous, fictitious country? Because that’s an extreme, hopefully illustrative case of what the United States could become if American corporations continue to move jobs offshore. Sure, not all jobs are leaving the country – that’s an exaggeration to make a point. But think of things in terms of one single individual. Someone that once was a Worker (and a Consumer) and then loses his job. Unless the person is unusual and actually has either or both substantial savings and/or high value Ownership in one or more companies, he is screwed. How will he survive? How can he pay for the things he consumes? Where would the money come from?
Realize, too, that this talk of a person losing his job – his role as a Worker – does not necessarily have anything to do with the movement of the job offshore, to another country. It could instead be caused by automation or any other improvement in efficiency that causes Owners to need fewer Workers. Efficiency – getting more done with fewer people and lower costs – is good for Owners and will be good for Consumers assuming some of the cost savings are forwarded on to them, but it is bad – perhaps devastatingly so – for the Workers that lose their jobs.

Don’t get me wrong. I’m all for increased efficiency. It generally leads to a higher standard of living, having an easier life full of more things for less money. At least for those of us lucky enough to continue in our role as a Worker. 

But if and when there’s a mismatch between the rate at which Owners are profiting from lower costs associated with having fewer workers (whether from improved efficiency or from the movement of jobs offshore), and the rate at which existing Workers are helped in some way, we (those of us who are Workers, actually) are in for a world of hurt. 

The Leela Palace, Mobor, Cavelossim Village, Salcette, Goa, India

June 2011.

Sanjeev recommended that Apu, Ramesh, Vikram and he travel back to India for their annual summer vacation and strategy session. He recommended the Leela Palace in Mobor, Goa, along the Arabian Sea. Sanjeev had traveled extensively in Goa as a young boy and he enjoyed the distinct character of the former Portuguese enclave. He had vivid memories of the whitewashed churches, paddy fields, coconut-palm groves, and the many crumbling forts, falling down on their job of guarding the many rocky capes along the sea.

Apu, Ramesh and Sanjeev met in San Francisco, then flew Cathay Pacific to Mumbai via Hong Kong. After a night’s stay in Mumbai, the men flew Jet Airways to Dabolin, Goa’s small airport about 30 kilometers south of Panaji, the capital of Goa, then paid for a driver to take them to the resort. Vikram had told them that he needed to fly to India a few days ahead to tend to some business, and that he would meet up with them at the hotel.

Apu rented the resort’s only Presidential Suite, a luxurious 5,000 square foot villa complete with a private plunge pool, an outdoor Jacuzzi and three outdoor garden showers. The other men each rented one of the smaller Royal Villas. With spacious 1,800 square feet suites and private plunge pools themselves, the men did not suffer from having lesser accommodations.

Apu and Ramesh used the health club, then spent time catching up in the private plunge pool behind Apu’s Suite.

Sanjeev spent an hour walking through the botanical gardens, then treated himself to a two-hour treatment at the hotel’s Ayurveda spa. Sanjeev had long been a believer in Ayurveda, the ancient Indian system of holistic medicine drawn from Vedic literature, which seeks to balance individual imbalances through adjustments in diet, exercise, and sleep and which involves the use of herbs, aromas, meditation and yoga to address health issues.

Vikram, who arrived separately, thought about playing golf until he saw the sorry condition of the golf course, then decided instead to walk around the lagoon and the casino for a while. Afterward, like the many locals that widely observed the practice of resting during the oppressive afternoon heat, Vikram decided to take a short nap.

The men met for dinner at Jamavar, the Indian restaurant in the hotel, looking forward to the superb selection of seafood offered. Sanjeev ordered for the table: tiger prawns, lobster, and a delicious pomfret (butterfish) with green chutney wrapped in banana leaves and steamed.

“Have you been working out?” Apu asked Vikram when Vikram sat down.

“No. Uh-uh.”

“Doing something different with your hair?” Apu tried again. God, I sound like a woman, he thought.

“No.”

“I think it’s the black shirt and black slacks,” Ramesh said, smiling. “He’s got that ‘all black’ thing going,” he joked.

“Oh, give me a break, guys,” Vikram said, laughing.

“Well all I know is that you look different somehow,” Apu said to Vikram. “I don’t know… you look different… better.” It pained Apu to compliment Vikram, although considerably less so since Vikram had finally become Managing Partner at ADS and had successfully moved so many jobs to India.

“Thanks. Thanks very much.” Vikram smiled and choked down his desire to sing and dance and rub his happiness into Apu’s smug face.

Six weeks earlier, he’d opened the large envelope sent to him by his private investigator. He’d found photographs of a beautiful, tall, thin woman with shoulder-length black hair pulled behind her ears, and deep, dark brown eyes. There was no question that it was Minal, only instead of being 14, she was 40. She was breathtaking. Vikram’s private investigator had included a detailed report. The executive summary was that Minal lived in Agra, India, was single, and had no children. She’d never been married. The P.I. said that he couldn’t be sure, but it appeared that Minal had lived in Agra for at least 20-25 years, perhaps longer. It seemed as if she had not stayed with the American all those years earlier.

Vikram had arranged to fly to India a few days early, but it didn’t have anything to do with company business. He flew into Indira Gandhi International airport in Delhi, spent the night at the Oberoi overlooking the Delhi Golf Club, then took the 6:00 a.m. Shatabdi Express train to Agra. He was sure to reserve an air-conditioned first class seat in order to be well rested and fresh upon his arrival in Agra. From the Agra Cantonment Railway Station, he took a taxi and made his way to the address given on the private investigator’s report. It was not yet 10:00 a.m. when get got out of the taxi and handed a 500 rupee note to the driver.

The home was tiny but clean, and had an unobstructed view of the magnificent Taj Mahal, India’s de facto tourist emblem, often described as the most extravagant monument ever built for love. 

For a brief moment, Vikram stood and admired the poignant Mughal masterpiece, which was made from huge slabs of white marble by Emperor Shah Jahan as a mausoleum for his second wife, Mumtaz Mahal. Mumtaz died in childbirth in 1631 and her death left the emperor so heartbroken that his hair is said to have turned gray overnight. Vikram had been taught in school that the construction of the building had taken over two years and the effort of over 20,000 workers.

Then Vikram walked under a huge Gulmohar tree, admired its glorious orange flowers, and knocked on Minal’s door.

For the next two days, Vikram and Minal talked for hours, then went for long walks, then talked some more. Uncertainty and unfamiliarity gave way to openness and heartfelt conversation, which gave way to the rekindling of old feelings and a sense of deep, unwavering love. Minal apologized for leaving Vikram so many years earlier. “Please forgive me,” she’d pleaded until she could no longer see through her tears. “I forgive you, my love,” Vikram had said until he too could no longer see through his own tears.

Two days later, when Vikram was to leave for Goa to meet up with Apu, Ramesh and Sanjeev, he kissed Minal and hugged her so tightly he thought his arms would pass through her body. He told her that he would be back in a few days. “I will be here when you get back,” Minal had said. “I will be here for you from now on. Always. I will never, ever leave you again.” The two agreed that Vikram would return when his five-year tenure as Managing Partner at ADS was over.

Now sitting in front of Apu, Ramesh and Sanjeev, Vikram knew why his friends were confused, why they sensed something was different. Something was different. He was. He was a different man. He said nothing about his Agra visit, of seeing Minal.

During dinner that night, and while sitting on the beach during their stay, the four men spent their time together strategizing over what changes needed to happen within India in order to best accommodate the influx of new jobs, as well as to spread the many benefits of those jobs out into the countryside.

“Right now, most of the benefits we’ve helped achieve in India have been concentrated in Bangalore, Mumbai and Delhi, perhaps in a few other large cities. But we’ve not yet done anything to help the wretched poor that live all across our nation’s countryside,” Sanjeev said.

Of the other three men, only Vikram seemed engaged in the conversation, genuinely interested in working out how to “spread the wealth” within India. Apu didn’t seem to care at all about helping India’s poor; the only thing that motivated him was sticking it to the United States. Ramesh, too, still seemed to care more about hurting America than helping India, although Sanjeev noticed that Ramesh’s ill-will toward America seemed to have softened somewhat.

By the time their stay in Goa was over, Sanjeev knew that he’d hit a point where his interests had clearly diverged from Apu’s. It was something he needed to talk through with Anandita when he returned home. In the meantime, he knew that he needed to start spending more time in India, in order to do what he could to help democratize the gains he’d help provide to his great nation.

Bangalore, India

July 2011.

One month after his summer vacation and strategy session with Apu, Ramesh and Vikram, Sanjeev was back in India. It was time for him to spend some time and energy in India, helping to ensure the welfare of the people of great mother India.

Sanjeev’s first stop was the Seer office in Bangalore. He’d been there several times through the years, as far back as 2000, when he had helped set up the office. He remembered purposely finding a large enough office building into which the Seer satellite office could comfortably grow. He had to cajole his boss as well as Lonnie Ebberson, then CEO, about the space. There were other, smaller, cheaper locations, but none provided the opportunity for expansion, something that was critical to Sanjeev’s view of the space, even back then.

By 2011, Seer’s Bangalore operation had completely taken over the entire 900,000 square-foot office building, as well as six other similarly sized office buildings within the same office park. Sanjeev’s Director of India Operations was in negotiations for three other buildings in the office park, as well as several other smaller buildings in the area.

When Sanjeev arrived at the office, his Director of India Operations met him in the lobby.

“Hi Sanjeev. It’s nice to see you, as always,” the Director lied. His stress level always spiked when the boss came to visit, and it was always such a huge relief when he left.

“Likewise,” Sanjeev said without conviction. “Listen, I’d like to walk the floor a little bit.”

“Really? Are you sure?”

“Yes, I’m sure. I’ll come find you when I’m done. We can have lunch together and you can fill me in on things here.”

“Okay. Let me know if you need anything,” the Director said, sounding more like a waiter or a stewardess than a Director of India Operations with responsibility for 70,000 employees.

Sanjeev walked along the wide walkway that ran north south through the center of the first floor, which was one of the many floors that held Seer’s customer service and technical support operations. The floor was a sea of four-by-six cubicles, only 48 inches high, organized in a highly efficient branching pattern off the central walkway.

At random, Sanjeev stopped at a cubicle buried deep in the middle of the floor. He waited for the young man to finish a technical support call with a customer, wondering if the man had to leave naan crumbs in order to find his way out at the end of the workday.

When the young man finished his phone call, Sanjeev said hello.

The young man turned around to see his visitor, and was stunned to see Sanjeev Kumar, the company’s CEO, standing at the opening to his cubicle, apparently wanting to talk to him. “Hello Mr. Kumar,” he stammered.

“Call me Sanjeev, please,” Sanjeev said, trying to put the poor young man at ease. He looked like he was about to have a coronary. “Do you have a few minutes to speak with me?”

“Yes, of course. Certainly,” the young man said. He quickly spun his Aeron chair around and punched a button on his phone in order to signal the automated call distribution system that he was temporarily unavailable to take calls. Then he spun back around toward Sanjeev and said, “What did you want to talk about?”

“Do you like your job here?”

The blood instantly drained from the young man’s face. Am I being laid off? Fired?
Sanjeev noticed the young man’s unease and before the young man could respond, Sanjeev quickly said, “Please, there’s no need to worry. You’re job is safe. Really.”

The man slowly but noticeably relaxed.

“So, do you?” Sanjeev asked. “Do you like your job here?”

“Oh, yes. Very much.”

“Why?”

“Why?” the young man asked back.

“Yes, why. Why do you like your job?”

The young man thought about Sanjeev’s question for a moment, then answered, “Well, I’ve learned so much already, and I’m constantly learning everyday. That’s really great for me.”

“And?”

“And I’m learning new skills, mastering most of our products,” the young man said. “I just passed the Level Five DBA exam last week,” he added proudly.

Sanjeev smiled a supportive smile and asked again, “And?” He long ago learned that if you keep probing, you end up with the real, deeper truth more times than not.

“And, well, the money I get helps me pay for my mother’s medicine.” When he saw that Sanjeev wasn’t going to say anything, he continued, “She has a congenital heart problem, and the medicine is very expensive. We could never afford it if it weren’t for my job here.”

“I hope she feels better soon,” Sanjeev said with real empathy. “If there’s ever anything I can do, please let me know. You can email me directly.”

“W-w-why thank you, sir, er, I mean Sanjeev. Thank you very much.”

“You’re very welcome,” Sanjeev said, and then stood up to leave. “I’m going to visit with some more folks now.”

Sanjeev shook hands with the young man, now a dedicated, loyal Seer employee for life, or at least as long as Sanjeev Kumar would have him as an employee.

The next man Sanjeev met, in another cubicle somewhere else in the maze of cubes, was similarly affected by receiving a visit from his powerful CEO. When Sanjeev, more careful this time, asked what he liked about his job, the man didn’t hesitate.

“My family lives about 30 kilometers from here. In Nrityagram. Where the 2010 earthquake was. Do you remember it?’

Sanjeev said that he did. The 8.1 earthquake was the largest in the country’s history, even larger than the 7.8 Kangra ’quake in 1905 in which almost 20,000 people died. He remembered seeing pictures of the decimated buildings, and the landslides and rockfalls in the days following the earthquake.

“Our house was one of the few that did not get destroyed. But while it is still standing, it is quite unstable, and very unsafe. We have been using two-by-fours to shore up the crumbling stone walls as best we can. We have five families living with us, families that lost their homes in the earthquake.”

“How many people are living in your house?” Sanjeev asked, amazed.

“All total, 41.”

“41 people!” Sanjeev exclaimed, incredulous.

“Yes. Those of us whose houses are still inhabitable, however risky, are doing what we can for those less fortunate. There are dozens of homes like ours, the homes furthest from the epicenter of the earthquake, each holding 30, 40, even 50 people.”

“Will you show me?” Sanjeev asked.

“You mean show you my house, my neighborhood?”

“Yes.”

“You mean right now?”

“Yes.”

“Uh, okay. Sure,” the young man said. After punching the button on his phone that signaled he was unavailable for the remainder of the day, he stood up and said, “All right, I’m ready if you are.”

Sanjeev spent the remainder of the day with the Seer employee, his family and the people that lived in the devastated wasteland that was once the city of Nrityagram. He asked all manner of questions. Besides the obvious housing problem, what other hardships are there? Really, you say that the water from the wells is clean enough to drink only two or three days a week? You still burn cow manure bricks for heat? There are only two or three telephones in the village?
When the sun set late in the evening, and after a classical Indian dance presentation by the grateful villagers, Sanjeev headed back to his hotel. Imagine, he thought, people still living like this in this day and age, only 30 kilometers from Bangalore. Bangalore was a thriving modern city with clean running water, reliable power, a good communications infrastructure, and decent roads. He resolved to meet as soon as possible with the Chief Minister of Karnataka, the state in which Bangalore was located, to discuss how the wealth and modern amenities of Bangalore could be shared with the many small towns and villages, like Nrityagram, within Karnataka.

Mumbai and Delhi, India

August and September 2011.

After witnessing the devastation in Nrityagram and having the success of several long meetings with the Chief Minister of Karnataka under his belt, Sanjeev began flying back to India for two weeks each month. In August, he met the Chief Minister of Maharashtra, the state in which the city of Mumbai is located. In September, he met the Chief Minister of Uttar Pradesh, the state in which the country’s capital city of Delhi is located. Both meetings went well, with the leaders of these states committing to further utilizing tax revenues from the cities to improve the water, power, communications and roads in the surrounding smaller towns and villages.

After talking things over with Anandita, Sanjeev decided to donate several million dollars to each state he visited, giving clear instructions that the money be spent to improve the infrastructure in as many small towns and villages as possible.

His beloved India was getting the help she so desperately needed and deserved.

U.S. District Court, Albany, New York, USA

October 2011.

John Baker was mad. He didn’t like flying in the first place, and he certainly didn’t like having to fly across the country because of a lawsuit, one that was clearly frivolous in his mind. He was busy trying to get the AK-47 companies off the ground with the right executive teams, enough technical talent, and sufficient direction. He didn’t have several weeks to waste in a courtroom.

And yet, that’s exactly why he was heading to New York.

Ramesh Chaudhary at GBM had filed suit against Baker and the AK-47 Group. Citing antitrust laws, Ramesh was making the case that the efforts of the AK-47 Group were inherently anti-competitive. 

Ramesh had initially asked his lawyer to look into whether Baker and the AK-47 Group could be found guilty of collusion, but Ramesh’s lawyer educated him that collusion was legally defined as a secret agreement between two or more parties for a fraudulent, illegal, or deceitful purpose. Baker’s AK-47 Group, Ramesh’s lawyer said, could hardly be considered secret since the company’s products and services and even the eventual plans to merge the various subsidiaries were clearly documented on the AK-47 Group website. Furthermore, so too were the. And, the lawyer said, it was clear that the AK-47 Group companies did not exist for the purposes of fraud or deceit. In short, the man said, you have a better chance if you go after him for antitrust violations, and even there, he warned, it’d be a stretch.

The morning after arriving at Albany airport, Baker drove his rental car to the courtroom. Two and a half hours later, he was on the witness stand.

The attorney for GBM was attacking Baker.

“How many operating system companies are you creating?”

“One.”

“How many windowing system companies?”

“One.”

“And how many office productivity companies?”

“All together, five or six.”

“Yes, but once integrated, how many office productivity suite products will you sell?”

“One.”

“And how many so-called groupware companies?”

“There are ten now, but as with the office productivity companies, these will be merged into one company when we’re done.”

“And database companies?”

“One, and I am willing to stipulate for the record that whatever kind of company you ask me about, we’re creating only one company of that kind.”

“Thank you. And thank you for your honest answers, Mr. Baker,” the lawyer said to Baker. Then he turned to walk back toward his seat.

Half way back to his table, he turned back toward Baker and said, “One more question. How many different people hold voting shares in AK-47?”

“We have dozens of investors in our venture fund, but there is only one person that holds all of the voting rights, for all of the companies.”

“And who holds all of the voting rights?”

“I do.”

“Thank you again, Mr. Baker. No more questions, your honor.”

A week later, after hours of supposed expert testimony on the subject of antitrust law, it was time for closing arguments.

When it was his time to speak, the GBM attorney stood and buttoned his suit coat, then walked toward the jury box. “Ladies and gentlemen of the jury, Mr. Baker himself admits that he is creating one operating system company, one office productivity company, one database company, and so on.

“Back in 2008, after a second round of antitrust litigation, the U.S. Supreme Court finally held that Macrosoft was guilty of antitrust violations for exactly the same reasons. Then, Macrosoft had monopolies in the areas of their operating system and their office productivity products, and they used these monopolies to gain new monopolies in other areas. Here, now, we have exactly the same situation. We have essentially one company, AK-47, that will have a monopolistic approach to every single major software product area.

“Worse yet, this company is controlled not by a large Board of Directors with many outside Directors, and not by a large number of shareholder owners, but by one single man, John Baker.

“Ladies and gentlemen of the jury, you must stop this from happening, or the consequences will be disastrous. Thank you very much.”

Baker couldn’t believe his eyes when he saw several of the jurors nodding their heads up and down in apparent agreement. How could a set of two dozen or more companies, many of which hadn’t even been fully staffed and none of which even had a production product available for sale, be guilty of antitrust violations? Didn’t these laws exist to deal with actual violations, not just the fear of possible violations? Didn’t it matter, at least a little bit, that his companies currently held a grand total of zero percent market share? How, exactly, does that constitute a monopoly? He wanted to scream.

When it was time for his closing argument, Baker’s lawyer rose and, as the opposing counsel had done, walked toward the jury box.

“If GBM ultimately prevails in this case,” Baker’s lawyer began slowly, “it will encourage a rule of law that encourages competitors to sue each other rather than compete. Is that what we want? I don’t think so. And I don’t think you think so, either.

“The Sherman Act,” Baker’s lawyer said, talking about the Sherman Antitrust Act passed in 1890 and named for Senator John Sherman, “only prohibits contracts, combinations, or conspiracies in restraint of trade. And since the AK-47 Group companies have a grand total of zero percent market share, their business practices, however aggressive, cannot legally be said to result in restraint of trade, as that phrase is defined by law.

“Similarly, the Clayton Act,” Baker’s lawyer continued, this time talking about the Wilson administration era Clayton Antitrust Act, passed in 1914, the same year that the Federal Trade Commission, or FTC, was set up, “only prohibits certain practices like price-fixing, tie-ins, etc. There must be some monopolistic or oligopolistic predatory action to support a lawsuit, not ‘legitimate’ business actions.

“Remember the definition of a monopoly: a monopoly exists when a company has exclusive control over a commercial activity. Given the market domination of companies like Macrosoft, GBM and Seer, it’s impossible to say that the AK-47 Group constitutes a monopoly.

“Remember, too, the definition of an oligopoly: an oligopoly is a market condition in which sellers are so few that the actions of any one of them will materially affect price and have a measurable impact on competitors. Again, this is not the case here given the complete lack of market control by the AK-47 Group companies and the complete and total market control exerted by companies like Macrosoft, GBM and Seer.

“Opposing counsel talked about the Robinson-Patman Act, and I believe he was disingenuous in doing so. It has no relevance here,” Baker’s lawyer continued. He was talking about the considerably lesser-known act past by the U.S. Congress in 1936 to supplement the Clayton Antitrust Act. The act, advanced by Congressman Wright Patman, forbids any person or firm engaged in interstate commerce to discriminate in price to different purchasers of the same commodity when the effect would be to lessen competition or to create a monopoly. Sometimes called the Anti-Chain-Store Act, this act was directed at protecting the independent retailer from chain-store competition, but it was also strongly supported by wholesalers eager to prevent large chain stores from buying directly from the manufacturers for lower prices. Baker’s lawyer said simply, “This law quite clearly has to do with price discrimination and nothing more.

“Opposing counsel also talked about the Hart-Scoss-Rodino Antitrust Improvement Act, and, here too, he’s throwing out a red herring to distract you. This law has to do with requiring companies that propose transactions over a certain monetary level to file for special merger review. And, again, that’s not at issue here.” Baker’s lawyer was talking about both original 1976 law, as well as the 2000 amendment proposed by Senator Orrin Hatch of Utah, which raised the review threshold from $15 million to $35 million, and which contained language to allow this threshold to adjust with inflation over time.

“The bottom line is that these laws, the FTC and the U.S. Department of Justice, exist to deny business activities that may result in too much market control within one company or tightly knit group of companies. As they stand today – and that is what you must pass judgment on, the AK-47 Group companies as they stand today – even if every single AK-47 Group company was merged together into one big company, that company would have exactly zero market control. As such, all of these laws do not apply. One or more of them may – may – apply at some future time, but certainly not now.”

Baker’s lawyer finished his closing statement by asking the jury which was more disastrous, the mere possibility that the AK-47 companies could someday become a monopoly, or the actual reality of companies like Macrosoft, GBM, Seer and ADS moving hundreds of thousands of high paying white collar jobs to India, and causing thousands of smaller companies to follow suit and move millions more jobs out of the United States. Baker hadn’t known his lawyer was going to play the patriotism card, and would have likely dissuaded him from doing so had he known. But after seeing the improved body language of the jury afterwards, he had to admit to himself that he was glad for what his lawyer had done.

23. Almost Ready for the Ball

November 2011.

The first Monday in November, Baker met with Ken O’Reilly, the CEO of OpSys, otherwise known (by Baker, at least) as “AK01.” This was the team responsible for building an operating system for the Intel platform. Per Baker’s plan, this team was only responsible for the operating system itself. A different company was responsible for a windowing system that would run on top of the operating system.

Baker talked with or met with O’Reilly on a weekly basis, as he did with all of his CEOs. O’Reilly had resigned from Macrosoft when he refused to move his family to Bangalore, and also refused to take one of the few remaining customer-facing roles left in the United States. He’d been “retired” for the 20+ months since Apu Rana had moved all of Macrosoft’s platform development to India early in 2010. At the time of the move, O’Reilly was the Sr. VP in charge of the company’s operating systems group. When Baker had contacted him about starting and running OpSys, O’Reilly jumped at the chance to get back in the game, and to get back at Macrosoft.

Now, less than a year after starting, O’Reilly had successfully built his organization, acquired the necessary technologies and companies, and had finished the operating system, AKOS/128, on schedule. O’Reilly’s project was perhaps the most critical since Baker wanted all of the other products to run on this operating system as well as on Macrosoft’s industry-leading operating system.

Now that it was all done, O’Reilly began making noises that he wanted to run OpSys as a stand-alone company. He wanted to take on Macrosoft head-to-head. Such is the ego of talent and success, and the powerful drive of visions of possible revenge.

Baker met with O’Reilly in person once O’Reilly had told Baker that OpSys version 1.0 was complete. About a third of the code was new. The rest came from a series of technology acquisitions suggested by O’Reilly and approved and funded by Baker and AK-47.

O’Reilly gave Baker a demonstration of sorts, but without a windowing system, it’s pretty tough to demo something as non-visual as an operating system.

“Everything sounds really good, Ken. I know it’s hard to demo an OS, but even the demo looks good. Outstanding work,” Baker said.

“Thanks. Thanks a lot. You know, given how well things are going, I’d like to add on a windowing system. Clearly, stand-alone operating systems aren’t going to cut it. DOS died long ago. UNIX a while back, too.”

“Ken, I understand your desire to move to the next thing. A windowing system is an obvious next step. But remember the whole idea here. AK02 – sorry, WinSys – is almost done with their windowing system. Then you and they will have to work to integrate the two systems. I know the two companies have agreed on APIs and all, but as I’m sure you know from experience, even the best APIs end up having flaws that you don’t see until after you try to use them in earnest. So I expect that your life will be quite busy integrating with those guys for the next four to six months or so.” Baker was talking about Application Programming Interfaces, the precisely defined ‘edge’ of one piece of software onto which another piece of software must be fit.

“But –” O’Reilly started to say.

“But nothing, Ken. You knew the drill when we started this thing. I need you on my team. But I need you working as a team player. If you handle the integration with the windowing system team well, and support all of the other product teams well, I expect you’ll continue to have a leadership role as we roll up the companies.”

O’Reilly realized that Baker was totally committed to his plan, and that he, O’Reilly, had no other choice but to play his role if he was to remain within the AK-47 Group. And, realistically, given how gutted the industry was, being within the AK-47 Group was really the only game in town.

“Are you with us?” Baker asked.

“Yes. I’m with you,” O’Reilly said with as much conviction as he could muster.

~~~~~

Baker’s meetings through the months with AK02, the windowing system company, had not gone as well as those with O’Reilly and the operating system team. The AK02 guys, WinSys as they liked to call themselves, seemed intent on building a windowing system that not only could run on the OpSys’ new AKOS/128 operating system, but on top of Macrosoft’s operating system as well.

At every meeting, Baker worked with the CEO, George Underhill, and his executive team in an effort to get them to understand their role within the greater cluster of companies.

“If you were a stand-alone company trying to sell windowing systems to the general public, of course you’d want your windowing system to run on Macrosoft’s operating system. That’s the dominant force in the market so of course you’d need support for it in order to sell your product.”

“Right, that’s exactly what we’ve been saying,” said the WinSys VP of Engineering.

“But the point is,” Baker said as calmly as he could, “you are not going to sell your windowing system as a stand-alone product, as part of a stand-alone company. First, you’d never survive anyway. As painful as Macrosoft’s product can be sometimes, the bottom line is that it’s good enough. People aren’t clamoring to switch windowing systems. They aren’t spending money on such a thing, and they aren’t going to.”

The VP of Engineering tried to understand but market dynamics seemed so elusive compared to the pristine ones and zeroes of technology.

Baker continued, “Second, and more importantly, your role isn’t that of a stand-alone company. For the reasons I just mentioned, we would never have funded you as a stand-alone company. Nobody would have. No, as I’ve explained to you several times, you are part of a cluster of companies that taken together stands a chance of competing with the giants in the industry, like Macrosoft, GBM and Seer.”

Baker, growing frustrated that he had to continually remind this team of their role as part of the greater effort, continued. “You must drop this misplaced idea of supporting Macrosoft’s OS and do everything in your power to finish up WinSys 1.0 running on OpSys 1.0 as quickly as possible. All of the other teams are depending on you. Once you get your stuff done, O’Reilly and the rest of his team are ready to work with you guys on deep integration issues.”

The meetings all ended the same way. Underhill would agree and his VP of Engineering would sulk off. But, each time, by the following meeting, Underhill seemed to lose his resolve and would allow his engineering team to stray.

Eventually Baker realized that he had no choice but to replace Underhill. It set the project back a bit temporarily, but Baker needed to know that everyone in the cluster was on the same team and on the same page.

~~~~~

When Baker met with AK03, the WebBrowser team, he had no such trouble. The product, a web browser, was relatively straightforward in its specifications because of the various standards involved, like HTTP and HTML. And, as it turned out, Baker came to learn about a struggling technology outfit in Boston that been attempting to create the next generation web browser. A group of four brilliant engineers had spent a year of their lives in one guy’s kitchen in hopes that they would strike it rich. As technologically brilliant as they were, none had thought about the obvious fact that web browsers had been free for many years: No matter how cool their new browser was, nobody was going to pay for it. No matter how many millions of users they might get, they’d have no paying customers. Simply put, they had no business. They just hadn’t realized it until the product was basically complete.

Baker had found out about the group and flew out to meet them. He offered to buy their company on the spot and the men agreed. As a condition of the deal, the four men had to help the AK03 team with the acquisition and the associated transition. Baker told the men that the details of the relationship were in the hands of the WebBrowser CEO, Nancy Wilcox.

When she’d started at the company, several months before Baker found out about the Boston guys, Wilcox, a petite hummingbird of a woman, had quickly initiated acquisition talks with two possible acquisition targets. The CEOs of the two companies were headstrong and had insisted on remaining independent. The companies were still in their early stages and the CEOs had controlling interest of their respective companies. If they didn’t want to sell, there was nothing Wilcox, Baker or anyone else could do. Wilcox was sure that the CEOs of those companies were captains of ghost ships; they just didn’t know it yet.

After the talks fell through, Wilcox had been working hard with her team of engineers to build a web browser from scratch. It was her least desired course of action. Then, many months into their work, Baker had come to her with the information about the team of four engineers in Boston.

To her credit, Wilcox didn’t flinch. “I’ll fly out immediately,” she’d said. And once the deal was done, she immediately explained to her engineers why the company was going to move its efforts over to the acquired code base rather than the one it had worked so hard on, one that was perhaps already 75% complete. She patiently explained that the company’s goal was to provide a completed web browser to the AK-47 cluster of companies as quickly as possible and that this goal was best achieved by backing the acquired technology.

Baker was impressed with Wilcox’s performance. Not only did she keep the big picture and end goal in mind through what could have been a very difficult time, she managed to get every single one of her engineers to understand the decision and to embrace it fully.

John Baker’s House, Atherton, California, USA

December 2011.

By December, the AK-47 Group had been able to form and staff dozens of companies, raise over a 15 billion dollars – billion with a ‘b’ – and get millions of lines of code written and tested in just over 21 months. Most of the AK-47 companies had produced Version 1.0s for their products. Only a few of the more complex projects weren’t finished, and these were all on schedule to finish by the end of January.

Now came what Baker suspected would be the hardest part of his overall plan: convincing the CEOs that they needed to stick to the plan, and begin merging the companies together.

Sticking to the plan meant that these CEOs – 18 men and 11 women – needed to put aside their visions of grandeur and be team players. It meant that they needed to tightly integrate their products and begin the process of merging their companies. It meant that many of them would be out of their jobs as CEOs, expected to take lesser roles as Vice Presidents or General Managers. Charles (or Cynthia) in Charge needed to become Dan (or Dorothy) the Direct Report – not an easy transition, Baker knew.

Baker and the rest of the AK-47 Board of Directors – Dave Simmons, Tom Tomlinson and Frank Edwards – decided it was time to formally evaluate the performance of their executive teams as a precursor to merging the various AK-47 companies.

The four men met the first Monday of the month at Baker’s Atherton home. He’d converted his formal dining room into a war room of sorts. They used his huge Mahogany dining room table as their conference table.

Baker started the meeting off by saying, “I think we should start by naming the easy decisions. People that are either clear choices to run a rolled up company, or people that are clearly not right. Then we can go through whoever’s left in the middle if we have enough positions.”

“Sounds good. I’d have started with George Underhill as someone to pass on,” Simmons said referring to the original CEO of the windowing system company, “but we’ve already replaced him.”

“From what you guys have said, you made the right decision, John. He really did sound like a guy that had to go,” Tomlinson said. “And given how short a time he’s been running the company, I don’t think Underhill’s replacement is a viable choice. We just don’t have enough data to go on with him yet.”

“Agreed,” Simmons said.

“I think we have to list Nancy Wilcox as someone to lead one of the merged companies,” Frank Edwards said. “She seems to understand the big picture and what we’re trying to accomplish, and she gracefully handled a potentially very difficult situation with her engineers when she decided to scrap their work for the stuff that came from the acquisition. That’s not an easy decision to make, and not an easy thing to pull off.”

“I agree,” Simmons said, “but is she ‘big’ enough? I mean, all she did was get a web browser out the door, and one that was 99% complete to begin with. I mean it’s not like it was a very complex project.”

“That’s a valid concern,” Baker said, “but it’s hard to ignore the fact that part of the reason that it wasn’t a very complex project is that she made sure that this was the case. She could have pushed back against the acquisition, saying that they were already well on their way to finishing their new code, and so on. But she didn’t.”

“She does seem to have outstanding leadership qualities, it’s true,” Tomlinson added.

“Okay, she’s in. Who else?” Baker said, making the final decision on Nancy Wilcox.

“What about William Davies?” Tomlinson asked. Davies was the former Seer Corporation Sr. Director of Engineering who ran AK17, the Database company, and the man that had organized the high tech homeless shelter network in San Francisco where Baker had found so many engineers to work for the AK-47 Group companies.

Davies and his team were tasked with building a world-class database server that would compete against Davies’ former company. Davies and Baker had agreed early on that Davies and his team should build only the core functionality of a relational database. They agreed not to build the so-called object-oriented and multimedia-oriented features of their competitors’ bloated products, features that remained unused by most customers even ten years after they were introduced. As well, the two men agreed that Davies’ group should also be responsible for building the so-called “middleware” software needed to allow software written in Java or any other programming language to “talk to” the database through both object-oriented and traditional SQL-based interfaces.

Baker and his lieutenants knew that Davies’ intelligence and previous experience managing a large team of world-class database engineers at Seer made the man an outstanding technical manager. Baker’s respect for Davies’ technical prowess had skyrocketed based on their meetings and his team’s accomplishments over the past two years. At the same time, however, Davies’ time running his network of high tech homeless shelters and his strong desire to stick it to Sanjeev Kumar at Seer gave Mr. William Davies a colossal chip on his shoulder, something that  each man at the table recognized, and worried about.

Baker replied first. “He’s certainly been able to shepherd an enormously technical project to completion in record time. I mean, even with the acquisitions, what he’s done borders on the insanely impossible. But there’s something about him that I’m not sure about.”

“I agree,” Edwards said. “I had a chance to meet him a few months ago, and although he’s clearly bright and talented, I just don’t see him running a bigger company, especially one that needs to start focusing on revenue generation.”

“So he’s a great VP of Engineering or maybe even CTO, but not CEO material?” Simmons put to the group.

“Not right now, at least,” Baker said. “There are too many other folks we have that are better choices. But I definitely think he’s got to be our leading candidate for CTO. The guy is amazing. In all my years, I’ve never seen anything like what he’s pulled off here.” Baker was truly impressed with the man.

“He’s pretty motivated to stick it to Sanjeev and Seer. It seems that motivation has had a positive effect on our Mr. Davies,” Tomlinson noted.

“Indeed.”

“And you think he’d be better as a CTO, not a VP of Engineering?” Simmons asked again.

“Yes, I think so,” Baker said. “For example, I think Ken O’Reilly, the operating system guy, would make a better VPE. I know we’ve had some issues getting him to tow the line in terms of staying focused, but that’s really a short-term issue, right? I mean, once we’ve merged these companies, we actually do want our folks to be thinking a step or two ahead, about what’s next. He’s proven he can do that on top of the fact that he got an entire operating system out the door in record time. He’s made a mockery of Macrosoft’s last effort. What did that take, five years?”

“So we’re agreed?” Frank Edwards said, trying to drive the discussion forward.

“Yes. It’s not going to be pleasant, but I’ll offer Mr. Davies the position of CTO in the rolled-up database products and technologies company. We’ll see what happens.”

The four men turned next to the AK-47 Group’s email- and groupware-related product groups. 

Baker had broken the work down into distinct pieces, a client shell capable of holding email, calendaring, scheduling and directory service functionality; functionality in each of these areas capable of being plugged into the client shell; a server shell capable of providing the server-side of these various areas; and functionality in each of these areas on the server side. Due to focused executive and engineering efforts, a well-conceived product architecture, and a handful of critical acquisitions, the teams completed their work quickly. Perhaps because Macrosoft’s offering in this space was so nicely integrated, the CEOs of these product companies never had a problem with the notion that they would eventually be integrated and merged in some way. 

Here, with these ten companies, the four AK-47 Group Directors had the difficulty – and luxury – of deciding which of the leaders to name as the CEO of the combined company, and which roles to give the others. They discussed these CEO candidates carefully for over an hour.

After much deliberation, Baker decided to give the CEO role for the rolled up groupware company to the gentleman that had run the client shell team. The man seemed to have the best understanding of the entire product, and the related issues. On top of this, before joining the AK-47 Group he had founded, ran and sold his own $50 million dollar business.

Next up were the office productivity product companies. For more than a year, week after week, Baker had no end of grief as he beat his head against a wall meeting with the leaders of the word processor and the spreadsheet teams. Unlike the cluster of ten “groupware” companies that were working on things like email and calendaring/scheduling, the CEOs of these two companies seemed oblivious to the fact that Macrosoft had a nicely integrated package that contained a word processor and a spreadsheet. They could not seem to wrap their brains around the idea that their products had to be seamlessly integrated in order to even stand a chance of competing against Macrosoft’s products. For better or worse, the days of buying a word processor separately or a spreadsheet separately were long gone.

If Baker hadn’t had gray hair before, these teams would have shocked it gray several times over from the many frustrating meetings he had to endure. He shared some of this frustration with Simmons, Tomlinson and Edwards.

“Apparently cooperation is a hard concept to grasp for some people,” Edwards said, nicely summing up one of mankind’s most common and serious problems.

The four men were quickly able to decide that none of the executives or high-level managers at these two companies would be given a significant position when the companies were rolled up together.

Due to an acquisition, the third office productivity product company, the presentation graphics team, had ended up having one of the fastest and easiest projects within the AK-47 Group of companies. As Macrosoft had done, Baker planned to eventually merge the management of this team with the management of the word processing and spreadsheet product teams to form a unified office productivity products company.

The four men discussed the various executives involved. They all agreed that while the presentation graphics company was a bright spot, they weren’t sure that the company’s CEO was ready for the next level yet.

“Should we go through the folks that head the technology teams?” Tomlinson asked the group. He was talking about the collection of small technology companies Baker had created, which created some of the specific new technologies and functionality that they wanted the AK-47 Group companies to share. Among other technologies, these companies were responsible for developing automatic upgrade and downgrade functionality, auditing functionality, centralized systems administration functionality, as well as an emulation package that would allow all existing Macrosoft products to run under the AKOS/128 operating system.

“I don’t think so, at least right now,” Baker said. “None of these technology efforts were particularly large or complex, so I really don’t think it’s appropriate for us to be talking about a CEO role for any of these folks.”

“I agree, Frank Edwards said. “But if you haven’t already, I’d give your list of budding stars to the appropriate CEOs when the time comes for them to round out their executive teams.”

“Yes, excellent idea,” Baker agreed. Then, looking at his personnel roster, he said, “Well, believe it or not, I think that’s everyone.” 

It had taken over four hours, but by the end, they’d named the leaders they wanted to guide the newly merged companies.

U.S. District Court, Albany, New York, USA

December 2011.

John Baker was so busy with his efforts working with the AK-47 company CEOs to integrate their technologies and products that he didn’t think much about the court case against him and the AK-47 Group. When he did think about the case, he simply could not fathom how the jury needed six weeks to deliberate and make a decision. How could they possibly believe that the AK-47 companies represented a monopoly? And even then, being a monopoly wasn’t the legal issue at hand. Monopolies weren’t illegal. The jury somehow had to come to the conclusion that the business practices of the AK-47 Group somehow were resulting in the restraint of trade, or that the companies were using one monopoly in one area unfairly in another area.

Stupid people aggravated Baker. And, apparently, there was at least one stupid person on the jury. Probably more than one, he suspected.

Finally, in the second week of December, Baker received a phone call. The jury was back. Baker flew back to New York to hear the verdict first-hand.

To his great relief, apparently the smart, reasonable people outnumbered the stupid, unreasonable people on the jury. Baker and the AK-47 Group were cleared of all charges.

On his way out of the courtroom, Baker spied Ramesh Chaudhary sitting in the back row. The GBM chief had apparently come to court to hear the verdict as well.

Baker did little else but look Ramesh in the eyes and shake his head subtly side to side in a tsk-tsk motion as he walked past and out of the courtroom. He did not see Ramesh break down in tears, a man lost, drifting through life confused about what he believed, what he stood for, and what to do next.

January 2012.

With the annoyance of the GBM lawsuit behind him, Baker began to focus on the mergers between his various companies. He, Simmons, Tomlinson and Edwards had created their list of names. It was time to visit each of these men and women, and to offer them their new, enlarged roles within the merged companies. Once this was done, Baker would visit with all of the other current CEOs and explain the difficult truth to each of them: their days as CEO would soon be over, at least within the AK-47 Group.

When Baker offered Nancy Wilcox, the woman who had headed the web browser company, the position to run the merged application development and web browser company, she quickly accepted. 

“You want me to aggressively adapt the web browser so that it is optimized for our application development platform?” she asked. “I mean, we need to put the days of ramrodding application development onto a stateless protocol like HTTP behind us.”

Baker smiled. How he enjoyed working with people like Nancy Wilcox that just seemed to get it. “You better believe it,” he replied with excitement.

“You got it, boss,” Wilcox said with a bright infectious smile. 

Baker made a mental note to watch this rising star. She was going to be someone special. She already was, he quickly corrected himself.

Baker knew that his meeting with Ken O’Reilly was going to be difficult. He was about to tell a man that had led his company to do the nearly impossible that he wasn’t cut out to lead the company going forward. Worse yet, the man he had selected to run the company was a former Macrosoft employee, Mukesh Dash, an American of Indian descent. Dash had run the sales and marketing groups for Macrosoft’s operating system group for many years, and had transferred to Bangalore when Apu and Macrosoft had decided to move the company’s operating system group there. Everyone with whom Baker talked held Dash in high regard.

For almost two years, Dash had lived and worked for Macrosoft in Bangalore. But while India was far more livable than it was even five years earlier, it was still a far cry from the United States, especially for an American citizen, even if from Indian descent. And so Dash finally resigned from Macrosoft and moved back to the United States. Baker had heard the news of Dash’s resignation and relocation but had not yet spoken with the man.

“Ken, I need to talk to you,” Baker said once he and O’Reilly were seated in O’Reilly’s office.”

“What about?”

“We’ve met and discussed the upcoming mergers.”

“Uh-huh,” O’Reilly grunted defensively.

“And while we’ve got an important role to offer you in one of the newly merged companies, it’s not CEO.”

O’Reilly sat silently.

“We’d like you to be the VP of Engineering of the new operating system company, which would include the windowing system stuff, and some multimedia technology as well.”

O’Reilly wanted to ask why he hadn’t been named CEO. After all, he knew what he and his team had pulled off was something of a miracle. But, deep down, he knew the reason. And that once again John Baker was right. O’Reilly really was more appropriate as VP of Engineering, not CEO. Especially now that the product development focus was behind them and things would shift more to sales.

“Who are you thinking about for CEO?”

“Mukesh Dash. He was with Macrosoft in Bangalore. Sales and Marketing background. I haven’t had a chance to talk to him yet, though.”

“An Indian?”

“An American of Indian descent. Why?”

“What do you mean ‘Why?’ Because Apu Rana at Macrosoft and others like him are gutting the U.S. high tech industry and moving many hundreds of thousands of jobs to India. That’s why.”

“So what?” Baker said in response. “Do you hate all Iraqis because of Saddam Hussein? Do you hate all Americans because of a few Ku Klux Klan members? Do you hate all Texans because of the Bush family?”

O’Reilly said nothing.

“Listen, Ken. This isn’t about whether any given employee – or CEO, even – of one of my companies is American, or of Indian descent, or of any other nationality. We’ve got men and women, we’ve got Americans, Canadians, Mexicans, Chinese, you name it. And, yes, even Indians, despite what people like Apu Rana, Ramesh Chaudhary, Sanjeev Kumar and Vikram Neel are doing. All of the people at my companies, regardless of nationality or heritage are committed to balancing the needs of our employees, the United States, our eventual customers, and our shareholders.”

Baker continued, “For whatever reasons, four extremely powerful executives are doing their best to move as many jobs to India as possible. If they were acting in the best interests of their customers, their shareholders and, most importantly, their employees, I’d have no problem with what they’re doing. But that’s not the case, which is why I’ve decided to try to fight them.”

Baker took a deep breath, and then said, “The bottom line is that I believe that Mukesh is the best man to lead our operating system company going forward. We need a sales guy at the helm, at least for the foreseeable future. And we need you as VP of Engineering.”

Ken O’Reilly was willing to accept Baker’s view that he, O’Reilly, was a better fit for the VP of Engineering job than for the CEO job. But he wasn’t sure he was ready to work for this Mukesh Dash guy. He’d started to despise Indians, even though he knew this was irrational. It was specific people like the CEOs of Macrosoft, GBM and Seer that deserved his spite, but he couldn’t help himself.

Finally O’Reilly said, “I’ll accept the VP of Engineering position on one condition.

“What’s that?”

“I’d like to meet Mukesh first.”

Baker thought about it for a split second, then replied, “That seems reasonable. I’ll arrange it first thing after I speak with him.”

~~~~~

When Baker called him, Mukesh Dash was surprised. Dash had heard about the AK-47 Group, and given their efforts, he couldn’t imagine what Baker would want to talk with him about.

As he always did, Baker got right to the point when he met Mukesh for lunch at Café Borrone in Menlo Park, once a popular hangout for the Silicon Valley hip and powerful, back when they existed. “Mukesh, I’ve done a great deal of research on you, and I’ve talked to dozens of people that have worked either with you or for you, as well as several for whom you have worked. Everyone holds you in extremely high regard, which is why I’m here.”

“Which is because…” Dash prompted.

“Because I’d like to offer you the CEO position of the merged operating system company within the AK-47 Group.”

“Excuse me?”

“You heard me correctly. Now that development of the first version is complete, and the Engineering team is fully staffed and ramped up, I need a person with your sales and marketing prowess at the helm.”

Dash couldn’t believe what he’d heard. After a while, he finally stuttered, “B-b-but I’m Indian. At least my origins, my parents.”

“Yes, I’m well aware of that fact.”

“How could you of all people want an Indian national to lead one of your companies?” Dash asked incredulously.

“What do you mean, ‘me of all people’?” Baker replied just as incredulously.

“I mean, for years you’ve been incredibly vocal with your anti-Indian message, and your AK-47 Group exists primarily to keep jobs from going to India.”

“Hold on there, Mukesh,” Baker implored. “While it’s true that one of the main goals of the AK-47 effort is to rebuild the employment base for high tech workers in the U.S., none of my actions or words have been anti-Indian. Quite the contrary, I have extremely high regard for your country and its people.”

Dash chewed on Baker’s comments. He thought back over everything he’d read and heard about Baker’s position through the years. Had the man simply focused on helping high tech employees in the United States? Or had he said or done anything anti-India?

“You mean you don’t have it in for India or Indians in any way?”

“No, I don’t.”

“You support companies and their executives that move jobs out of the United States to places like India?”

“As long as, on the whole, they serve the needs of all of their constituencies, including their employees in the United States, and not just their shareholders, yes. Believe it or not, yes.”

And there it was. Did he believe Baker or didn’t he?

“How about I give you my answer by the close of business this Friday? Good enough?” Dash asked. He wanted to research Baker’s public speeches and any of the man’s quotes that might show up on Google. He also wanted to do his own ‘research’ on Baker. Blind references weren’t just a good idea for hiring managers, they were an excellent idea for prospective new employees, too.

“Fair enough,” Baker replied.

~~~~~

By Friday morning, Dash had no doubts. From everyone he talked with and everything he read, Baker had never once been critical of India, the Indian high tech industry or Indian high tech professionals. He’d spoken consistently about the need to keep jobs in the U.S. for the high tech employees in the United States and about how so many U.S. companies had lost sight of the fact that their employees were one of their constituencies, perhaps their most important one. Every single person with whom he spoke had nothing but superlatives to heap on Baker. In fact, the only negative thing he’d heard about Baker was attributed to his old boss, Apu Rana, at Macrosoft. That settled it; Dash called Baker and took the job.

~~~~~

Baker had no difficulty when he met with the various leaders of the groupware and office productivity companies. 

The man he, Simmons, Tomlinson and Edwards had selected to run the unified groupware company accepted immediately. Eight of the other nine original groupware CEOs were offered significant leadership roles in the rolled up company. All eight accepted. All fully supported the choice their Board had made for CEO.

The ninth former groupware CEO was offered the CEO position of the newly merged office productivity company. She accepted. Of the three original office productivity company CEOs, only the presentation graphics CEO was offered a position as a senior executive within the new company. He, too, accepted.

~~~~~

If there was one person over which Baker agonized the most, it was William Davies, the otherworldly technical phenom that led the database company to pull off a miracle well beyond what the U.S. Olympic Hockey team pulled off by beating the Soviets in 1980. The four AK-47 Group Directors, including Baker, decided to offer Davies the CTO role at the integrated database technologies and products company rather than the CEO role. Baker invited Davies to join him for dinner at his Atherton home.

After dinner, dessert and a second glass of wine each, Davies said to Baker, “Okay, boss. What do you want to talk to me about?”

Baker didn’t bother with a coy “what do you mean?” It didn’t take a genius to figure out that he, Baker, wanted to talk about something. And Davies was, in fact, a genius in any event.

Instead, Baker said simply, “Dave, Tom, Frank and I have made some decisions with regard to your company and a few of the technology companies.”

“Uh-huh,” was all Davies said.

“The first decision,” Baker said, starting with the easiest topic in an attempt to gain some momentum, “was to merge everything together into one database technology and product company.”

“Including the transaction processing stuff and the data warehousing stuff?”

“Yes, that’s right.”

“Good. That’s good. That seems like the right way to go.”

“The second decision was to use your current headquarters for the merged company. You’ve got the extra floor’s worth of space, and you have by far the biggest group of all the companies being merged.”

“Good. Good.”

And with those two little bits of agreement between them, Baker had no choice but to dive into the hard one.

“The third decision was to offer you the position of CTO in the new company,” Baker said, then held his breath.

Davies didn’t say anything at first. Then, surprisingly calmly, he said, “Given what I’ve accomplished, I expected the CEO position. Surely you know that.”

“Yes, I know that.”

“And yet here you are offering me a crappy CTO position.”

Baker squelched his desire to say, “I wouldn’t call being the CTO of a company that might very well become the new industry leader ‘crappy’, but held his tongue. Instead, he asked, “Why do you say ‘crappy’?”

“Because I’ve been there, done that, as they say. I was CTO several times at a few startups before I joined Seer. And I had roughly equivalent technical oversight responsibility at Seer, plus management oversight for the company’s most critical development team. The job you’re offering me is a step backwards.”

“I understand what you’re saying. Really, I do,” Baker said. “But think about it from the company’s point of view, from my point of view, from our investors’ point of view. While there will always be a need to add more functionality and to improve the product in thousands of ways, we need to market and sell our products or none of what you’ve done will matter. Don’t you see? It’s not just about building the world’s best products. It’s about selling those products. And as bright as you are, you’re not the guy to run a company that has to shift its focus to sales.”

Davies was smart and knew it. And, like most smart people, he thought that by sheer intellect he could pick up and do just about any job on the planet. Okay, maybe not the jobs of professional basketball player, or concert cellist, or even brain surgeon, but just about anything else. How hard could running sales and marketing be? He’d often asked himself rhetorically.

“Look, I understand what you’re saying, too. But I simply cannot take a step backward. Not after running the show for so long, and, in my not-so-humble opinion, doing a hell of a job at it.”

Baker was afraid things might come to this. As hard as it was, he knew that he had to say it.

“William, I’m offering you the CTO role at the new company. That’s the deal. Take it or leave it, the decision is yours.”

Davies took one last sip of wine, wiped his mouth with one of Baker’s fancy cloth napkins, then said, “Goodnight, John. I’ll see myself out.” 

Moments later, Baker heard his huge oak front door shut. Moments after that, he heard Davies’ car start and then the noise from his engine slowly recede in the distance.

Baker rubbed his eyes with the heels of his hands, and sighed. Then he headed for the drawer under the telephone in the kitchen, where he kept his bottle of Tylenol.

~~~~~

Baker decided to give William Davies until the close of business on Friday to decide. He did not call or send email. He simply waited.

Had Baker written the screenplay, Davies would have called at 11:55 p.m. on Friday. But he didn’t. He’d simply left, without providing any contact information to anyone. Baker found out later that Davies had called a special “all hands” company meeting for late Friday afternoon, at which he announced his resignation and permanent retirement from the world of high tech.

The blow hurt Baker badly, but he knew that however talented Mr. William Davies was, there were always other talented people, and that the AK-47 Group would have to succeed without him. Baker willed that it be so.

24. Inertia, Trouble

January – June 2013.

By early January, Baker had integrated the bulk of the AK-47 companies into five corporations, one each for the operating system and windowing system products, the office productivity products, the communications and groupware products, the database technologies and products, and the application development products.

The AK-47 Group also had a technical operations or hosting corporation. Initially, the company would be capable of hosting any custom application that met the company’s clear operations and documentation guidelines. Eventually, if and when the AK-47 Group tackled business applications, the company would also provide hosting for these new applications.

Given the man’s stellar sales background, Baker asked Tom Tomlinson to take the lead on the sales front. Tomlinson was responsible for hiring the sales teams, putting the appropriate sales management processes in place, and getting all of the sales executives, mid-level managers and sales reps hired and trained.

Tomlinson had an easy time getting sales people on board. Once candidates got demos of the AK-47 products and were walked through the ROI and TCO models, they were sold. Even given the odds of going up against the big boys like Macrosoft, GBM and Seer, people wanted in. By February, Tomlinson had his initial sales management team hired and trained. It was go time.

“I just can’t do it guys,” the CIO said. “I simply cannot go to my CEO or the Board and recommend buying software from startups like yours. I just can’t.”

“Even if we can save you north of $50 million, perhaps as much as $100 million?” Tomlinson asked for what seemed like the thousandth time. He was accompanying as many sales people on as many sales calls as possible. This one was with the Chief Information Officer of one of the world’s largest financial institutions. And it was going exactly the same way: nobody wanted to be the first large company to jump.

“Well, that’s a nice enough claim, but the risk is just too great. You have no customers yet, at least no large ones. You have no revenue and are running staggering losses. True, you have a huge pot of money behind you with the fund you talked about, but until and unless you succeed selling software, it’s all just going to evaporate. And I simply cannot risk buying software from a company that might be out of business in a year or two, maybe less.”

Tomlinson was used to hearing this concern voiced. “Nobody ever got fired for buying giant green” was the mantra of big company CIOs when talking about GBM back in the 20th century. It was something he fought against every day back when he was Vice President of Sales for three different startup companies, each of which he’d help go public, back before he’d become a VC. Once they became gorillas in the marketplace, other companies like Seer also benefited from similar thinking. Why risk your job by going with a company or product that was unproven? Do the safe thing. Go with the sure thing and you’ll keep your job.
One Monday, Tomlinson and two of the AK-47 sales executives based in Boston made their way to the offices of one of the few financially healthy software companies remaining in the United States. The company technically had its headquarters in Boston, but had most of its operations in China. The CEO, a Chinese immigrant, was as rabid about helping the Chinese economy as Apu Rana, Ramesh Chaudhary, Sanjeev Kumar and Vikram Neel were about helping India.

Tomlinson began to give the AK-47 pitch. He asked the CEO about how much he spent on GBM’s application server, and how much he spent on database software from Seer. The CEO reluctantly gave ballpark figures. He was anxious to get the meeting over and done with, not sure he should have accepted the sales call in the first place.

Tomlinson was about to present the overwhelming total cost of ownership benefits of the AK-47 solutions when the CEO cut him off.

“You want me to buy your stuff instead of from GBM or Seer because those guys have moved so many jobs to India, isn’t what this is really about?”

“No, it’s not. If you’ll let us finish, we think we can make a strong business case that you can save $10 million a year, maybe more, by going with us.”

“You think just because your engineers are here in the U.S. that you’re a better choice for me than companies with workers overseas. I’m not sure whether it’s because you think your products are somehow superior because of this, or if it’s out of some kind of patriotism I should feel that you want me to go with you.”

“No, that’s not it. I’ll say it again: we are here to present what we think is a strong business case for going with us over the other guys. Have we said anything even remotely related to helping the United States economy, or about workers being here in the U.S. instead of overseas? No, we have not. And if you call and ask any of the companies we’ve called on and ask them, they’ll say the same thing. We are not here to pull at your red, white and blue heartstrings.” As if you had any, you prick.
Ever since the big software vendors started aggressively moving jobs offshore, the CEO had started receiving more attention and pressure about having done exactly the same thing years earlier, only with China instead of India. He’d even started to receive death threats. They’d had to evacuate the company’s corporate headquarters building three times in the past year due to bomb threats. He’d twice had to have his wife and children stay with her sister when he received threatening phone calls on his private, non-published home number.

But a man with his competitiveness, his toughness was not the type to back down from threats. He didn’t become a multimillionaire after having grown up dirt poor and illiterate in rural China by running away from a fight. And so he did what he always did when challenged. He dug his heels in. And Tom Tomlinson and the AK-47 Group stood no chance of changing his mind.

 “You have got to be kidding me,” the CIO said. “You’re joking, right?”

“No. I am definitely not joking,” Tomlinson said calmly for the hundredth time in the past several months, this time to the CIO of one of the world’s largest health care organizations.

“You actually want me to consider replacing Macrosoft’s operating system, office productivity and groupware products with your products, some of which aren’t even production yet? You guys are crazy.”

“Well, we don’t think so, and if you’ll listen to us for just five minutes, I think we can make a pretty good case that you should at least give us another half an hour.”

“All right. Five minutes,” the CIO said, making a point of glancing at his watch to check the time.

“How many PCs do you have at the company? Ball park figure?” Tomlinson asked the question, but he already knew the answer. Never go on a sales call unprepared, he knew, and drummed into the new AK-47 sales hires.

“Oh, maybe 50,000 or so.”

“Okay, great. And while I don’t want you to reveal the details of your contract with Macrosoft, is it safe to say that you spent more than $500 per PC for the operating system, office productivity suite and groupware products?”

“Yes, that’s safe to say,” said the CIO wryly. He was very aware of just how much money flew out of his company and into Macrosoft’s coffers. It was a hell of a lot more than $500 per PC.

“And on top of that, what do you estimate it costs you per year to support each PC?”

“With virus protection, spam protection, OS and application upgrades, and so on, on top of having to pay for legions of help desk engineers, I’d say north of $2,000 per PC per year. It is far more money than the actual hardware or initial software licenses.”

“Yes, I understand. Okay, final question. For our purposes here, are you okay if we use an estimate of one new upgrade of the Macrosoft products every four years?”

“That’s very conservative, I’d say. Even though we try to wait as long as possible, it’s more like once every two or three years.”

“No problem. We’ll still go with the more conservative number of one upgrade per product per PC per year.”

“Fine,” the CIO said.

“So, when you do the math, as I’m sure you’ve done, 50,000 PCs at $500 per PC initially, plus $500 more per PC every four years for upgrades, plus $2,000 per PC per year for maintenance leads a very large number.” After tapping a few numbers on his calculator, Tomlinson continued, “Over $2250 per PC per year, or over $112 million per year for your company.”

“Yeah, I know. You don’t need to tell me about it.”

“Well, actually we do because we can cut that number by over 75%.”

The CIO stopped dead in his tracks. Any sales guy claiming savings of over 75% was either lying, exaggerating wildly or someone worth listening to. This Tomlinson guy didn’t seem like the type to lie or exaggerate.

“Go on.”

“On top of this, I suspect that you’re buying leading edge PCs from folks like Dell in order to run the Macrosoft software. You probably go with, what, nothing slower than 10 GHz, 32 gigs of memory, 800 gig hard drives?”

“Something like that. I think sometimes we’ll give users only 16 gigs of RAM, but only clerical folks.”

“All right, fine. But we’re talking about the fact that you spend, on average, something like $500 extra per PC just so that you can run Macrosoft’s bloated software.”

“That’s the figure I’ve been using for years. I complain to the Macrosoft guys every chance I get, but they just don’t listen. Besides, there’s nobody left here in the U.S. to talk to. Everybody’s in fucking India.”

Tomlinson said nothing for a moment, letting the CIO himself fill the room with one of the strongest, non-financial arguments for looking for a new vendor, but one which Baker had insisted they never put forth themselves.

“So that makes the per PC cost something more like $2,750 per PC, not counting what you might call ‘baseline’ hardware, and a total of something like $137 million a year. Given that number, we can probably save you more like 80-85%. That’s a savings of over $100 million. Per year.”

“I’m listening.”

“Well, our five minutes are up, I suspect,” Tomlinson said. “Willing to listen for another half an hour?”

“Yes. Yes I am,” the CIO said, surprising himself.

Tomlinson gave the pitch that Baker, he, Simmons and the AK-47 marketing and sales teams had crafted for the past six months.

He began, “Our software offers perhaps 80% of the functionality of Macrosoft’s products, but does so with a code base that is roughly 1/10,000th the size of their code base. The code for their products has steadily bloated over the 25 years or more that they’ve existed. As you said yourself, their product sizes are out of control.”

The CIO was listening carefully, even taking notes, something he rarely did at vendor meetings.

“Our smaller code size translates into several benefits to you. First, you’ll be able to buy circa 2005 PCs. We developed much of the software on those older machines. It’s a long story why, but let’s just say that whoever said that necessity is the mother of all invention was right. That and we wanted to be able to come to sales calls like this one and say what we’re saying. We’ve tested our software on 2 GHz machines with 128 meg of memory and performed better than Macrosoft’s products on today’s machines that have five times as much computing power, maybe more.”

“Second, it translates into products that are considerably more stable. Not only do we believe we have far fewer bugs, we also have confidence that we can fix any bugs we do find quickly. The code base is small, and most has been written or rewritten within the past year or two. It is still very fresh in the minds of our engineers.”

And our engineers are here in the U.S., he wanted to say, but didn’t. Baker had been clear: do not appeal to patriotism when selling. Stick to the merits, to the business case.

“How can I trust that your software really is stable? That it is feature rich enough?”

“Good questions, both. By an evaluation period. We’re willing to give you as many licenses of our software products for as much as three months, free of charge, with full technical support, should you need it, also free of charge.”

The CIO was impressed.

“And that reminds me of one final point I want to make. The notion of having to spend $2,000 a year to maintain a PC that cost less than that fully loaded with new software is an embarrassment to the software industry. It’s a crock that has been tolerated for long enough. With our simpler, smaller code base and fully integrated virus protection and automatic and fully auditable upgrade functionality – which, by the way, can be used to downgrade, if ever necessary – we firmly believe you will be able to lower your yearly maintenance costs per PC to somewhere in the neighborhood of $250 to $500.”

The CIO found himself glad he’d agreed to take the meeting with these guys.

“All right. I’ll tell you what I’ll do. I’d like to try copies of your software for, let’s say, 1,000 PCs. We’ll try it out – actively, I promise – for 90 days. After that, we can talk again.”

“Consider it done. I’ll call in and have someone create a corporate account for you on our download system and you’ll be able to begin configuring as soon as that’s done. Give me, say, 10 minutes.”

The CIO was definitely impressed.

Four months later, he placed an order for site licenses for any and all AK-47 products that were production, or that would be production in the next twelve months. Tom Tomlinson, John Baker, and the AK-47 Group had just received their first big sale, and, more importantly, their first big referenceable customer.

Meanwhile… (January – June 2013)

The first six months of 2013 were not good for Apu Rana and Macrosoft. The 2012 versions of the company’s operating system and windowing system were riddled with bugs, and the year’s office productivity suite wasn’t much better.

The first two releases of the office productivity suite developed in Bangalore had gone reasonably well. The cost savings were not quite as significant as planned due to the need to have large project management teams on both sides of the world dedicated to shepherding the various development teams, but the quality had remained fairly high. The 2011 operating system version was a minor release, and hadn’t suffered much from the move overseas. But in 2011, Apu had moved a large number of mid-level managerial jobs to Bangalore, as well as most of the product management and product marketing jobs. Worse, to cut costs so that they would be in line with what he’d promised his Board, he got rid of almost all of the project managers, on both sides of the world.

By 2013, all of this had taken its toll. Without direct connections to its U.S. customers and without tight project management oversight, the company’s development projects began to falter. The problem was exacerbated by the fact that all of the company’s long-time employees had resigned when the moves to India had been announced. Most were wealthy enough to simply retire. Certainly all had resumes that made finding new work as easy the horrific job market would allow. Many had found new roles within the AK-47 Group.

While Tommy Tomlinson and the rest of the AK-47 Group sales team were getting hung up on and struggling to get CIOs and IT managers to agree to a meeting, Apu was spending his time hammering on the Vice President of his platform business unit, screaming at him daily. Do something about all the goddamn bugs in the product! And more than once he found himself wondering, where the hell did all the familiar faces go?
GBM also struggled during this time. Ramesh had quickly followed Apu’s lead at Macrosoft and moved all but a handful of product development positions to the company’s Mumbai R&D facility. The company’s R&D efforts, especially the dozen or so teams doing operating system-related development, were scattered and the lack of organization exacerbated the move to India. Quite simply, Ramesh’s decision in February 2010 to move all of the company’s operating system development overseas had proven to be disastrous. Not a single operating system developed by the company met a single schedule between 2010 and 2013. None had even come within a factor of 3.

While Tommy Tomlinson and the rest of the AK-47 Group sales team were out getting doors slammed in their faces, being laughed at, or being told politely that they must be joking, Ramesh was begging and pleading with the various managers of his operating system groups. Could you please deliver a new release this year? Please, oh pretty please. He eventually decided to offer a $1,000 bonus per employee to whichever operating system group was first to finish their next product release.

Sanjeev’s decision in March 2010 to move the company’s database kernel group to Bangalore was similarly problematic for Seer. The majority of the kernel group had been with the company for over twenty years, and had been treated like gods by the company during their tenure. Those that didn’t leave when Lonnie Ebberson resigned in early 2008 left when the announcement was made to offshore their division. The Seer database product had long since been beyond the comprehension of any single individual, and with the loss of so many critical, senior engineers, the group was never the same again. What used to take a year began to take two years, sometimes three. What used to have barely tolerable quality became so bug-ridden as to be unusable.

Like Apu at Macrosoft, Sanjeev’s life became centered around bug counts and all manner of charts and graphs showing things like the number of bugs found and the number of bugs fixed for each of Seer’s products. While Tommy Tomlinson and the rest of the AK-47 Group sales team were finally getting some traction and getting a few CIOs to agree to evaluation licenses, Sanjeev spent his days and nights staring at one particular set of line graphs, one per product, produced daily. Each graph showed one line representing the number of bugs found over time while another line showed the number of bugs fixed over time. In every single graph, the first line climbed mercilessly upward, rising far, far above the second line, which seemed to pant and wheeze trying to catch up.

During this time, the Boards of Macrosoft, GBM and Seer were not happy. Macrosoft’s stock was down over 40% for the first six months of the year. GBM was down over 30%, while Seer was down 25%. In a perverse twist, given the considerably larger drop in the price of Macrosoft stock compared to the drop in the price of Seer stock, Lonnie Ebberson surpassed Bill Nand on the list of the world’s wealthiest people. It lasted all of 11 days until both Warren Buffet, still going strong at 83, and Ingvar Kamprad, the founder and CEO of Swedish furniture retailer Ikea, re-passed Ebberson and Nand on the list.

Vikram’s experience at ADS during this period was even worse. Having made a series of decisions in keeping with the group’s mission to move as many jobs as possible to India and bulldozing them through against the wishes of the other Partners, Vikram had succeeded in gutting what used to be one of the most successful consulting companies in the world. The company had long since lost its connection with its U.S. customers. Many said it had lost its soul. Certainly the company’s Partners had lost their big, fat bonuses for the past several years. Luckily for Vikram, his five-year tenure as Managing Partner ran through June 2014; if it weren’t for this, he was sure he would have long ago been forced out of the firm.

Sanjeev Kumar’s home, Morgan Hill, California, USA

June 2013.

Things were not going well for Macrosoft, GBM, Seer and ADS. And that meant things were not going well for Apu, Ramesh, Sanjeev and Vikram. With the market capitalizations, revenues and profits of their companies in free fall, the four men were working even longer, even harder just to tread water. Instead of traveling to a luxury resort on an exotic island somewhere, they decided to meet at Sanjeev’s home for a two-day planning meeting.

Sanjeev had moved his wife and children 45 minutes south from Seer’s headquarters in Redwood City to the quiet family town of Morgan Hill. They gave up their two acre lot, their big home and the magnificent rolling hills and mature trees of Woodside, and in return for the loss in cachet, they got a warm, comfortable family community that was perfect for raising their children. Given how early he drove in to work and how late he drove home, the commute was only 45 minutes each way, and a straight shot up and back down Highway 101.

Given the time of year, the temperature was well over 100 degrees Fahrenheit and the amber hills that guarded the valley in which Morgan Hill was located had long-since been fire-hazard dry. Ramesh and Vikram didn’t mind the heat, but Apu, who was used to Seattle’s mild climate, complained during his entire stay. Sanjeev enjoyed ribbing Apu, asking him repeatedly if he really was from India, land of scorching summer heat, after all.

After a light lunch served by Sanjeev’s wife, the four men stepped out into Sanjeev’s backyard and sat around the round teak table that was fully shaded by its large green umbrella. Sanjeev’s wife brought out a pitcher of lemonade and four glasses, then retired back into the house, leaving the four men alone. When she’d closed the French doors behind her, Sanjeev went after Apu immediately. He was sick of Apu’s reckless behavior interfering with their plan to help their homeland.

“It’s enough already,” Sanjeev said to Apu.

“No it is not enough. It will never be enough. Don’t ever tell me that it’s enough! You hear me?” Apu flared.

“Calm down, Apu,” Ramesh said to his best friend.

“What? Now you? I knew you weren’t loyal. I knew it. It’s because you haven’t carried around your pain as long as I have.”

“What are you talking about?” Ramesh responded. “Your father died in ’84, just three years before my father. Certainly you don’t mean to imply that those three extra years translate into a deeper hatred of America, or that I’ve somehow fallen from the tree. We are the same, you and I. We both want to avenge a wrong committed against our fathers.” But even as he said it, Ramesh knew that it was no longer true. He still hated America for what had happened to his father and their family business, but the fact that he’d attempted a similar kind of legal maneuver against Baker and the AK-47 Group had somehow poked a pin-sized hole in the balloon of his anger. The air – his anger – was slowly seeping out. He was no longer as much angry as he was wanting to be angry.

“Fine. Then you know that continuing to move jobs to India is the best way to avenge our fathers,” Apu replied.

“No, I don’t know that. Sanjeev has made some very good points that we need to consider,” Ramesh said.

“Yes, he has,” Vikram said at last.

“No he hasn’t,” Apu said mainly to show his disdain for Vikram The Follower. It was a miracle the stupid little man had risen to a leadership position at ADS. It just showed how the consulting firms just weren’t in the same league as the vendor companies, Apu thought. Apu made a mental note to put Vikram back in his place sometime soon. The man was recently talking back a bit too much for Apu’s liking.

“Apu, listen,” Sanjeev implored. “Since you first moved Macrosoft’s office productivity group to India eight years ago, we’ve collectively moved almost 400,000 jobs out of the U.S. and into India. And that’s just our four companies.”

“We can do more. We should do more. There are still too many goddamn overpaid Americans on our payrolls.” Apu was furious, spittle flying from his mouth.

“That may be true, although I have my doubts, but that’s not the point,” Sanjeev replied.

“And what exactly is the point?” Apu asked sarcastically.

“Why don’t you be quiet and listen so that he can tell you the point,” Vikram snapped at Apu. God, he couldn’t believe he’d been friends with this arrogant prick for so long, or that he’d allowed Apu to treat him the way he had for so many years.

“The point is this,” Sanjeev said as calmly as possible. “While moving almost a half a million jobs to India between us is quite an accomplishment, surely you must realize that that’s just the tip of the iceberg. Since you moved your office productivity group back in 2005, all total, the largest 100 computer software and hardware vendors have move a whopping 4.2 million jobs to India from the U.S. and U.S. service companies – banks, accounting firms, call centers, and so on – have moved another six or seven million. That’s where we’ve really helped India – and hurt the U.S., if you must. We lead and others follow.”

“And?”

“And right now all we need to do is sit back and let them keep following. There are at least another two to three million more jobs that will head to India if we simply lay low and allow it to happen.”

“Why do you say ‘lay low’?” Vikram asked.

Sanjeev had carefully thought his argument through. He began, “For three reasons. First, moving more jobs than we already have is just plain reckless. If we drive our companies into the ground, what good will it do? Remember, while we run our companies, we work for our Boards and eventually for our investors. If we start doing things that hurt our company’s financial performance – and I believe we’ve already done a great deal of that – we’re going to be in a world of hurt. We already are.”

“Second, we have raised the ire of the entire high tech industry, and even of the American public. This is not good. We cannot continue to piss everyone off, especially when there’s no real upside in doing so.”

“But I’ve still got another 20,000 technical support jobs, maybe more, that I can move,” Apu said, not willing to give up.

“You said there were three reasons,” Ramesh said to Sanjeev, ignoring Apu’s comment. “What’s the third reason?”

“John Baker and his AK-47 Group. That’s the third reason. I don’t relish the idea of being in his crosshairs.”

“Well, I’ve got almost nobody left here in the U.S. anyway,” Vikram said. “So, all of this is academic for me. For what it’s worth, I agree with Sanjeev. Apu, there will come a time to move your tech support group, but now is not the time.”

Apu wanted to scream at Vikram. The man had brute forced a move of his management consultants to India a few years earlier and of his business process consultants before that. And while moving his technical consultants made some business sense, and moving his business process consultants made at least a little bit of business sense, the movement of his management consultants had made practically none. It was a good thing that Vikram worked at a private company with arcane voting rights, Apu thought.

“I think Sanjeev is right, too,” Ramesh said. “Come on Apu. You can move your tech support jobs early next year. That’s only six months from now.”

~~~~~

A week later, after announcing the move of Macrosoft’s technical support group to Bangalore, Apu felt restless. Apu thought he knew how to quell his restlessness. As he had done often throughout his adult life, Apu placed a phone call. This time, he arranged for Preethi, one of his favorite sex partners, to come to his house that night. He hadn’t availed himself of her services for quite a while.

When he arrived at his house, Preethi was sitting on his porch, having arrived a few minutes earlier. She was wearing a cotton sari with a pastel blue and green floral pattern, and open-toed sandals. Her hair was back in a ponytail.

When she saw Apu step out of his Porsche, she stood up.

“Hello, Apu,” she said.

“Hello, Preethi.”

Apu walked along the path to his front door and opened it. He walked in through the door. Preethi followed him inside.

“Go into the bedroom. I’ll be right there,” Apu said with no hint of romance or compassion in his voice.

“All right,” Preethi said. 

Even though she had agreed to do his bidding, Apu sensed that Preethi was in a strange mood. She seemed “uppity”, that’s what it was. Just like that punk Vikram was a week earlier at Sanjeev’s house, and had been for the past two years.

A few minutes later, Apu walked into his spacious master suite. Preethi sat demurely on the side of the bed, her legs together, her hands folded gently on her lap. She had placed her sandals neatly at the foot of the bed.

Any other man might have remarked at how beautiful Preethi looked. How she looked like a field full of daisies under a bright, cloudless blue sky. How having her hair pushed back over her ears and her lack of makeup made her look five years younger, like an innocent angel that had somehow floated down to earth.

Apu simply said, “Take off your sari.”

Preethi stood and slowly lifted the cotton sari over her head. She wore no underwear.

“Get on the bed. On your hands and knees.”

Preethi silently complied.

Apu got behind her and entered her. He didn’t even wait until she was aroused. He never did. Preethi knew this and had long ago started keeping a jar of Vaseline in her car.

Apu sexed Preethi like some kind of machine that had gone berserk, like an out of control jackhammer with a broken power switch. Twenty minutes later, Preethi was getting sore, but said nothing. She was completely unaroused, having withdrawn into a mental cocoon that walled off her inner self from this hateful, spiteful man.

Then Apu withdrew himself and a moment later Preethi felt him pressing against her most private of places. He wanted to sodomize her.

With Apu pressing up against her, Preethi calmly said, “If you do it, this will be the last time I will come here for you. Do you understand?”

Apu grunted and pushed his hips forward in response.

Preethi bit her lower lip from the pain. Throughout the ordeal, she said nothing. She did not cry out, at least not for Apu to hear.

When it was over, Preethi put her sari back on and then walked around to the foot of the bed and slipped her feet into her sandals. Apu sat cross-legged on the bed watching her.

“Goodbye, Apu. Do not call me again. I will never again make myself available to you.”

Apu sensed that the woman was telling the truth. As if it mattered, he thought, with dozens of names in his little black book, and hundreds more that would be delighted to be at his beck and call. He’d miss some of her special talents and her eager willingness, but there were plenty more where she came from.

“You are a little, evil man, Apu,” Preethi said. “You are hateful and spiteful and someday soon you will get your comeuppance. If there is a God, you will someday soon get your due.”

And then Preethi let herself out of Apu’s home for the last time.

25. A Change in Momentum

Various AK-47 Customer Offices Across America

July – December 2013.

If there was one thing that Frank Edwards knew he was good at, it was taking care of his employees. In fact, it was his concern for his employees’ welfare that was responsible for the bulk of his wealth. His import-export business was only moderately more profitable than his competitors’ businesses. But early on, Edwards realized that his dockworkers in Hong Kong and other port cities needed affordable housing and health care. Rather than limit his role in the lives of his employees to that of provider of paychecks, Edwards took on the responsibility of trying to provide these life necessities to his employees. And so he purchased land and built apartments near the docks in every major port city in which he did business. Over the years, the value of the land and apartments in Hong Kong and dozens of other cities skyrocketed. Sometimes, Edwards often reflected, it really does pay to be nice.

If there was a second thing that Frank Edwards knew he was good at, it was making sure his customers were happy. He knew that while it sounded simple, nothing could be farther from the truth. Edwards had spent the better part of 40 years listening to, talking with, compromising with, and bending over backwards for his customers.

John Baker had asked Edwards to ensure that all of the initial customers of the AK-47 family of companies were not just satisfied, but happy, if not downright ecstatic. Baker knew that the key to ongoing sales success was to have strong reference customers that were willing, nay eager, to say good things about the products, services and people involved. The best marketing, Baker had always believed, was existing, happy customers.

Baker was still spending most of his time managing the egos of the executive teams at the remaining AK-47 companies. He’d spent the better part of 2012 explaining, convincing, cajoling and sometimes forcing the executive teams of the original two dozen companies to accept the fact that they were all part of something larger than just their individual companies. Baker had to resort to reminding some that they’d signed the legal agreement that clearly explained that the AK-47 investor group had an overwhelming equity stake in their companies, and, most importantly, that he, Baker, held all voting rights in their companies. A few, the women mostly, seemed to understand the big picture and the stakes at hand. Most of the men seemed to lose sight of the fact that only once combined did their new companies stand any chance of competing against the large tech companies, most of which were moving jobs to India, China or Eastern Europe faster than anyone thought possible. 

Just as Dave Simmons had been responsible for their success raising money from their Limited Partners, and Tommy Tomlinson had found and trained the very best sales executives and sales reps for the resulting, integrated companies, Baker needed Frank Edwards to work his magic with the early customers.

The AK-47 companies began making sales in late April, early May. Until it became physically impossible, Edwards traveled personally to visit each new customer. His visits were not just glad hand events with the company presidents, although he did meet with the executives of each company. Edwards tried to visit each customer for several days upon initial contract signing, and again for several days at points two weeks, one month and three months into each engagement. He was crisscrossing the country, flying constantly.

Edwards created a customer satisfaction group, which spanned the family of AK-47 companies. So-called customer satisfaction managers were responsible for nothing but the satisfaction and referenceability of their assigned customers. These people became advocates for their customers, bringing requirements and wish list items back to the companies. Each was responsible for visiting their customers once a month for the first year, and then once a quarter after that.

No matter what the early customers complained about, Edwards listened carefully, and brought detailed notes back to the product teams. Sometimes, he flew teams of engineers and designers to customers so that they could hear firsthand. Edwards never promised anything before making sure that the product teams could deliver, but once they’d said they could do something, Edwards made commitments to the customers and made sure the engineering teams met their obligations.

Quickly, through the second half of the year, the AK-47 family of companies began signing more and more customers. Edwards and the customer satisfaction group ensured that they were all beyond satisfied. One hundred percent referenceability was Edwards’ mantra, and the dedicated professionals at the AK-47 companies stepped up and delivered it.

Across America

Meanwhile… (2013)

During the late 1990s and 2000s, corporate Boards were rarely called on the carpet for their errors, whether of commission or omission. Even back in 2003 and 2004, when several high profile cases came into the spotlight, only a small number of executives at companies like Enron, Tyco, WorldCom, Global Crossings, and Adelphia were sentenced to actual jail time, and none of the Board members at these companies were punished in any way.

Later, between 2007 and 2010, Board members were actually held responsible for their actions, or inaction. Finally, the world woke up to the fact that these men – and 85% of them were in fact men – should actually be held accountable to the shareholders whose interests they supposedly protected. 

The first high profile case happened in 2007, when one of the major airlines was caught expensing the tens of billions of dollars in costs associated with their new airplanes, rather than amortizing them. Not only did the CEO go to jail, but so too did every single member of the Board. The case was appealed all the way up to the U.S. Supreme Court, which finally ruled that the original ruling should stand. 

Later that year, a high profile online auction company was found to have significantly inflated the figure for the total dollar value of all online transactions on their websites. A highly detail oriented financial reporter noticed the revenue discrepancy, and his investigations eventually led to the firing of the company’s CEO and CFO. Both were later brought into court and found guilty. Both received ten years in jail. And, unlike the cases from the early 2000s, the Board members were also found complicit. All were fined heavily and five were sentenced to two years jail time each.

For the next several years, until 2010 or so, many similar cases came up, and all were decided in the same way. Americans were fed up with Boards of Directors getting away without taking responsibility for their positions. Fines of Directors had become a given. Jail time was commonplace.

And while the animosity toward Boards leveled off from 2010 to 2013, none of the Directors at Macrosoft, GBM or Seer wanted to risk coming into the crosshairs of an angry U.S. populace. Especially since Zachary Finlay of the Wall Street Journal as well as the rest of the U.S. press had finally started to regularly and aggressively attack their companies for the high unemployment rate in the country and the devastating economic problems caused by the lack of jobs.

Apu was regularly hounded by his Board. Many of the Directors were openly hostile now. A number took to calling him at all hours at home. Apu took to having women over almost every night. He eventually began hurting them, as an outlet for his anger.

Ramesh’s experience at GBM was similar. Not only did he receive pressure from his Board, he also began to experience employees regularly and openly questioning his decisions. Ramesh relied even more heavily on his wife. There were days and weeks and months where he couldn’t imagine getting through the experience without her.

Sanjeev had a slightly easier time, having managed to keep his company’s revenues from slipping horribly, at least given the poor economy. Most importantly, he and his sales team had done an excellent job of forecasting revenues through the years. The only thing worse – far worse – than posting bad numbers was surprising Wall Street with lower-than-expected numbers. Sanjeev had thus far not missed his public revenue targets, however modest they might have been. Still, his Board of Directors began pressuring him about every little decision he made. Long gone were the days of rubber stamped approvals. Like Ramesh, Sanjeev relied heavily on his wife and their rock solid marriage, as well as the innocent joy on the faces of his children each day.

Vikram did not have a Board of Directors to worry about. Instead, he had a collection of Partners that, simply put, hated him. From their perspective, he’d somehow landed sweetheart contracts with Macrosoft, GBM and Seer, and because of these deals been named Managing Partner. Then, he’d convinced the Partners to move the firm’s technical consultants to India. Then he’d forced the move of the firm’s business process consultants and management consultants, against an overwhelming majority of the Partners who voted against the moves. He’d done this by invoking an arcane rule that had never been utilized in the firm’s storied history. And, not least of all, he’d gotten the Partners addicted to multi-million dollar bonus checks, which were now nowhere to be seen. None of the Partners spoke to Vikram unless they absolutely had to, and only if email or voice mail wouldn’t do. And when they did talk with him, they did nothing to hide their utter contempt for the man. I’m like Tom Hanks on that island, Vikram mused. Except I don’t even have a volleyball to talk to.
December 2013.

While it would take several weeks for the AK-47 Group to “close its books” for the end of the year, the AK-47 family of companies sold over $5 billion worth of products and services in 2013. Over $5 billion in annual sales less than two and a half years after Baker had formed the AK-47 Group with Dave Simmons, Tom Tomlinson and Frank Edwards. Even Baker was amazed at how well things had gone. $5 billion in sales was still puny compared to the $50 to $100 billion in revenues posted by their rivals, but constituted a monster blowout compared to any other startup company in the history of mankind.

Simmons, who had enticed investors with a sales ramp that showed $1 billion in sales in 2013 was thrilled to see the companies doing far better than projected, knocking the proverbial cover off the ball. His monthly meetings with the limited partners through the end of 2013 had been upbeat, overflowing with abundant good news. Even at just three times trailing sales, the companies were worth north of $15 billion, which meant that the initial $10 billion invested in the AK-47 Fund had already increased in value by 50%. At a less conservative valuation of five times sales, the investments had ballooned to a combined valuation of $25 billion, or by a factor of two and a half times.

The 20% equity stake held by the four-man AK-47 team was worth somewhere between $3 billion and $5 billion. Baker’s half of that was worth somewhere between one and a half and two and a half billion dollars. The stakes of Dave Simmons, Tom Tomlinson and Frank Edwards were each worth approximately one half to three quarters of a billion dollars. And the companies were not yet three years old.

26. The Bigger They Are, The Harder They Fall

Dell Computer Headquarters, Round Rock, Texas, USA

January 2014.

The first week of the new year, Apu flew to Texas to meet with Michael Dell, the founder, former CEO, and long-time Chairman of Dell Computer, the world’s largest manufacturer and distributor of personal computers and electronics. Apu had heard rumors that Dell was considering replacing Macrosoft’s products, which had come bundled with 99% of all of its new personal computers for the past 20 years, with the AK Windows, AK web browser and AK office productivity products. Given Dell’s sales, this represented well over $10 billion in annual revenue to Macrosoft. And so Apu flew down to meet with Dell personally.

“I’ll get right to the point, Apu,” Michael Dell said once the two men were seated in one of Dell’s conference rooms. “I can’t justify going with Macrosoft anymore. For years, you guys have charged us so much for each license that with the falling costs for CPUs, memory and other components, it has gotten to the point where your operating system contributes over 20% of the cost of one of our computers. Twenty percent! And, frankly, your quality is beginning to slip. The last version of the O/S and windowing system is riddled with bugs, and the office productivity stuff isn’t much better.”

“Oh puh-leeze, Michael,” Apu replied combatively. “For ten years now, maybe more, you’ve bled us dry with how little you pay us for the software. We probably lose money on each sale, given our support costs.”

“Well, maybe if you made software that was easier to understand and to use, and had fewer bugs, it wouldn’t cost you so much to support. Think about Intuit in the late ’90s and early ’00s. Those guys figured it out, how to make great software that was really intuitive and really easy to use. Their support costs were a tiny, tiny fraction of yours until you bought them. Now the Macrosoft Quicken and Macrosoft QuickBooks products are just as bloated as the rest of your stuff.”

Apu wanted to yell, How dare you lecture me! It took all of his will to squelch the thought. He finally said, “So, Michael, what’s it going to take to get this deal done?”

Dell paused, then answered honestly. “Nothing. There’s nothing that can happen to get this deal done, because this deal isn’t going to be done. I’m going with the AK-47 guys.”

“You can’t be serious!” Apu exclaimed. He was practically shouting now.

“I am. Deadly serious. Apu, listen to me. Listen to me carefully. You’ve just lost a $10 billion a year contract with your number one OEM partner. You should pay attention to the reasons why.”

Apu gnashed his teeth and threw daggers at Dell with his eyes.

“And I’m going to tell you the reasons why, as clearly as I can. First, they make better products. It’s that simple. They’ve got perhaps only 70-80% of the functionality of your products, but what’s there just plain works, first time, every time. The stuff is rock solid. Their automatic upgrade and downgrade functionality decreases the cost of administration dramatically. And they’ve gone out of their way to make sure the products are really easy to learn and use. They’ve got some nice adaptive stuff that seems to constantly keep the software at exactly the right level for the user as he or she progresses with the software. And finally, they’re willing to give me much more for each license. They’ve somehow managed to keep their costs way, way down. Which, when you think about it given how aggressively you have moved practically your whole company overseas, is quite ironic, isn’t it?”

Apu didn’t know how to respond. He sat, head spinning, in defeated silence. He wanted to scream.

“If you improve the quality and usability of your software and can lower your costs to the point where you can give us some of the upside, come see me again, all right?” Dell said before walking out of the conference room, leaving Apu with his head in his hands and a migraine headache that felt like shards of glass had just exploded in his head.

~~~~~

The rapid movement of high tech jobs overseas by Macrosoft and other large high technology companies over the past eight years or so sickened Michael Dell. For over a decade he too had used cheap labor in other countries in order to keep his manufacturing costs the lowest in the business. But, he reasoned, the work he put offshore was simple manufacturing work. It was relatively simple assembly work, not computer software design or coding. He thought the distinction between the kind of work being moved offshore was critical. He was saving his shareholders money, and transferring savings on to his customers and the cost savings also enabled him to employ thousands of highly skilled, and highly paid, workers in the United States. But Apu Rana and others like him had been moving highly skilled labor overseas, which wasn’t good for the U.S. and, Dell believed, likely not even in the long-term interests of shareholders either.

Dell wasted no time once having made the decision to go with the AK-47 Group. The press release went out the day after Apu’s visit.

By the end of the day of the press release, Macrosoft’s business development group had received calls from all of the major PC manufacturers around the world. The messages all said the same thing: You need to visit us and convince us to stick with Macrosoft. Or else.

Newspaper article from the February 11, 2014 New York Times:

“Freedom to Code” Act Passed Into Law
After extensive debate, on February 10, 2014, the President signed H.R. 2646, The High Tech Security and Investment Act of 2014, into law. The bill is designed to prevent the extinction of the American high tech worker in the face of the pervasive use of offshore workers in places like India, China and Eastern Europe.

The High Tech Security and Investment Act will provide $225 billion in subsidies over the next ten years. The legislation stipulates that the government can set the minimum price and amount sold of certain kinds of high tech products in the market, and, under certain circumstances, will give IT companies price supports for not producing products.

In a recent interview, the President said, “High tech workers embody some of the best values of our nation: intelligence, hard work and risk-taking, and love of our country. Until recently, the high tech sector has represented the country’s growth engine and a source of international leadership. The success of America's high tech workers is essential to the success of the American economy.”

The President went on to say that he recently spent some time with some of his neighbors at a local coffee shop. “I know how hard many struggle. Their livelihood depends on things they cannot control: international competition, rapid technology obsolescence, a constant downward pressure on pricing. They need a bill that provides support and help when times are tough. And that is why I'm signing this bill.”

California and New York, the two biggest losers when it comes to the nation’s Farm Bill legislation over the years (each pay over $1.3 billion more in tax revenue to finance farm bill legislation than the growers in these states receive) are expected to be the big winners when it comes to this new legislation.

Newspaper op-ed piece from the February 11, 2014 New York Times:

Here We Go Again
By Dr. Troy Wright

The High Tech Security and Investment Act, signed in to law this week, is another in the continuing line of inefficient and dysfunctional laws passed by myopic legislators in Washington.

The legislation is the largest non-military expansion in the size and scope of the federal government since the Farm Security and Rural Investment Act of 2002, and many groups vehemently opposed the bill before it was passed, and continue to deride it. “Our politicians continue to irresponsibly add subsidies, even when the federal deficit is spiraling out of control, and projected to get even worse,” a spokesperson for Citizens Against Government Waste, the nation's largest nonpartisan, nonprofit organization dedicated to eliminating waste, fraud, abuse, and mismanagement in government.

Back in 2002, the USDA reported that the cost of creating an effective safety-net farm policy to ensure that the income of every full-time farmer in America would be at least 185 percent of the federal poverty line would have been slightly more than $4 billion a year. This amount is dwarfed by the amount that has been spent for the nation’s crop subsidy programs, which totaled $29.8 billion in fiscal year 2000 alone. 

Washington bureaucrats continue to pass inefficient and ineffectual legislation, and continue to repeat the many mistakes of the past. Some specific problems:

Payments are based on technology, not need: The various Federal farm subsidies over the years in this country have been based on specific crops: corn, wheat, cotton, rice, and soybeans. The current bill makes a similar mistake by focusing on specific technologies: broadband communications, data storage, Java programming, and nanotechnology. The program does not cover High Tech workers that work in other technology areas or in another programming language.

Payment levels increase with production: The newly passed payment levels are based on production volume rather than need. Because of this, the overwhelming percentage of payments will go to large high tech firms that have considerably stronger asset bases, and, due to economies of scale, are much more profitable than small firms.

Subsidy limits apply to people, not products: Farm subsidies through the years have applied to people, not farms, and farm owners have taken advantage of this fact by dividing an existing farm into several separate farms and then having its workers collect a separate subsidy for each farm. For example, Tyler Farms in Arkansas collected $23.8 million in farm subsidies between 1996 and 2000 (the largest amount granted to any farm in America) by dividing itself into 66 legally separate “corporations” to maximize its farm subsidies. Even though the effects of this kind of loophole are well known, a similar loophole exists in this new legislation. Expect to see a similar pattern of “divide and conquer” (or “divide and cash in”) take place in the high tech sector.

If the intentions of legislators were honorable, once again they continue to repeat the flawed policies of the past that undermine their important goals. Then again, perhaps their intentions were not honorable, and they’ve arranged to get exactly what they want: votes in a number of swing states that may decide the next election.

ADS Headquarters, Bethesda, Maryland, USA

Monday, April 7, 2014.

The ADS quarterly Partners meeting was winding down. Isaac Kinkead, the Partner with the longest tenure at the firm, knew that it was time.

“I have one more agenda item, everyone,” Kinkead said when the Partners were readying to leave.

Everyone sat back in his or her seats. Vikram noticed something in the tone of Kinkead’s voice, and his senses became suddenly heightened.

“What is it?” someone asked.

“I would like to draw everyone’s attention to our continually decreasing revenues over the past two and a half years, and, as a corollary, the sorry state of our bonuses over that same period.”

Vikram sat quietly. He knew that Kinkead was attacking him. He just wasn’t sure whether it was to be a full-frontal attack with a full battle regiment, or just a hit-and-run terrorist strike.

Kinkead continued, “I’ll be the first to admit that the economy has been outright horrible for most of the past three or four years, even longer. But even still, we have made some absolutely bone-headed decisions, if I may say so.”

Vikram had his answer. “Excuse me, Ike, I understand that you’re still sore from not getting the MP position, but –”

“This has nothing to do with that you fool. This has to do with moving jobs to India when it made absolutely no business sense. And not just once or twice, and not just with a few thousand jobs. You’ve moved tens of thousands of jobs – Christ, what, a hundred and fifty thousand jobs – to India even when those positions exist primarily to service U.S.-based customers.”

The other Partners in the room were relieved that Kinkead had broached the subject. Over the past several years, all of them had felt that Vikram’s decisions hadn’t make any sense, but they had all become too deflated by the effects of Rule 13-D.1, then too addicted to their fat bonus checks, and lately, too passive to say or do anything about the situation.

Until now.

“Ike’s right, Vikram. It’d be one thing if we were just experiencing a slowdown commensurate with the slowdown in the economy. But we’ve been slammed considerably harder than what the poor economy would dictate,” said one Partner.

“I have to agree. What the heck are we doing with account reps that service the U.S. stationed in India? It makes no sense. It never has,” said another.

Vikram began to stutter a response when Ike Kinkead, emboldened by the support he was hearing around the room, jumped in for the kill.

“Gentlemen, I make a motion that we re-elect a new Managing Partner. I know that the firm’s bylaws clearly state that the duration of a Managing Partner’s term is five years, and that we’re not quite at the five-year mark with Mr. Neel here. But Vikram is not the only one that has read through the bylaws with a magnifying glass. I invoke Rule 28-G.1.4 of our bylaws, which states that by unanimous vote we can oust a Managing Partner if we believe him or her to be guilty of gross negligence.”

To the room full of his peers, Kinkead said, “I swear to you on my life that I do not care if I’m voted the new Managing Partner or not. If you elect me, I’ll do my very best to turn this firm around. But if you don’t, I will continue to serve the company and all of you to the best of my ability, in my current capacity.”

Everyone in the room knew that Kinkead was telling the truth. If anything, the man had worked even longer and harder in the nearly five years since he’d been passed up for the position of Managing Partner, when Vikram had been named to the position instead.

“What the –” Vikram began to say.

“I second Ike’s motion,” Hank Greenberg, one of the other Partners said.

“All those in favor, say ‘aye’.”

A chorus of ‘ayes’ exploded from every man and woman in the room.

“All those opposed, say ‘nay’.”

The room went silent.

Vikram sat stunned. In a blink, he was being ousted from a position that he’d committed over twenty years of his life to obtaining. He sat mute, blinking his eyes repeatedly.

Greenberg took over from there. Within twenty minutes, Vikram Neel had been fired and, after over 30 years at the firm and over 20 years as a Senior Partner, Isaac “Ike” Kinkead was named the company’s new Managing Partner.

Kinkead called security and had Vikram Neel removed from the premises. A week later, Kinkead had the PR group put out the press release.

After the Partner’s meeting, Vikram somehow managed to find his way home without getting into a car accident. It was something of a miracle, really, since he stared blankly forward the entire trip, not once using his rear-view or side-view mirrors.

Once home, Vikram sat at his kitchen table, hunched forward with his elbows on the table and his head in his hands. He sat like this for hours, until well after the sun had gone down, until well after the room had grown dark. Finally, he rose and dragged himself to the front door, where he removed his keys, which were still hanging from the lock. Then he closed the door and lumbered toward the phone.

Working on autopilot and according to their standard protocol, Vikram arranged an emergency conference call with Apu, Ramesh and Sanjeev. “Guys, I’ve been fired from ADS,” he said in an eerily calm voice once the others were on the line. “I just wanted to let you know.” “Yeah, I’m all right. Thanks Sanjeev.” “No I don’t think so, Ramesh. Thanks anyway.” “I’ve got to go now. Bye guys.” Vikram slowly lowered the phone from his ear and gently pressed the ON/OFF button.

Then, after a deep breath, Vikram dialed an international number and waited patiently for the miracle of global communications to kick in. Finally, a voice at the other end of the world said, “Hello.”

“Hello Minal. It’s me, Vikram. It looks like I won’t have to wait until September to come over there after all. I can explain when I get there.”

Seer Headquarters, Redwood City, California, USA

Monday, April 14, 2014.

Seer’s quarterly Board meeting was held one week after ADS’ Partners meeting. While Ike Kinkead waited until the end of the meeting to spring his surprise attack on Vikram Neel, Lonnie Ebberson planned things a bit more. He’d already lined up support from the other Directors before walking in the door for the Board meeting.

Sanjeev sensed something was wrong as he led the Board through the meeting. It was as if all of the other men were staring at him, their posture more boldly challenging. Nothing had been said explicitly. In fact, Sanjeev had pushed through the meeting’s agenda without a hiccup, including the portion of the meeting in which he announced that the 2014 plan called for another year of declining revenues and widening losses. Given Vikram’s news, Sanjeev had his antennas up and they were definitely twitching.

Finally, Sanjeev could not stand it any longer and said, “Okay, does somebody want to tell me what’s going on?”

“What do you mean?” Ebberson asked. He enjoyed seeing Sanjeev squirm.

“I mean, it seems like something’s going on, and I’d like to know what it is.”

“Well now that you ask,” Ebberson said, “we do have a small announcement.”

We? An announcement? Sanjeev thought. “And what is that?” he said aloud.

“You’re fired,” Ebberson said simply.

“Excuse me?”

“I said, you’re fired,” Ebberson repeated.

Sanjeev looked around the room at the other Directors. All of them held his gaze. The message was clear: they agreed with Ebberson’s directive. Sanjeev suspected that their support was not something spontaneous.

“We will allow you to announce your resignation for personal reasons. As much as we’d all like to publicly humiliate you by announcing that you were fired, we just can’t take the bad PR. We’ll accept your resignation today. Please have it on Lonnie’s desk by the close of business today.”

“The company position will be that you resigned for personal reasons not related to the ongoing business at Seer. Consider yourself lucky that we’re not going to tell the world what we really think.”

“I’ll be taking over as CEO again, at least temporarily,” Ebberson said. His fifth marriage had ended like the first four, in divorce. He needed an outlet for his testosterone, and trying to revive Seer, the company he’d founded thirty-two years earlier seemed like just the ticket. Of course, he fully expected to find another twenty-something- or thirty-something-year-old to distract himself again soon.

Sanjeev reached deep and calmed himself. Trained at meditation at such an early age and for so many years, he was a man that could always find his center, even in difficult times. And this was a difficult time if there ever was one. Vikram had called to tell everyone that he’d been fired. Sanjeev did not look forward to calling Apu and Ramesh to tell them that he too had been ousted.

“May I ask,” Sanjeev finally said, “why you are taking this action?” He needed to hear them say it. He needed to make a point.

“Let’s just say that we are unhappy with the financial performance of the company, and we believe that your aggressiveness moving jobs to India is at the heart of our problems.”

Sanjeev expected a response like the one he’d gotten. “I see,” he said calmly. “But may I ask each of you, where were each of you over the past six years? All of you have been on the Board for at least three years, most for the entire time I’ve been here. And all of you have approved my plans all along.”

The Directors knew that Sanjeev spoke the truth, but like seemingly every Board of Directors on the planet, they seemed unwilling to take full responsibility for their oversight role. In the end, the owner fires the coach, or the coach fires the player. It was always that way, and always would remain that way.

After thirty seconds of silence, Sanjeev said, “Once again, I see. Well, gentlemen, I shall take your leave. I’ll have my letter of resignation on your desk within the hour, Lonnie, and will be out of the building immediately after that.”

Sanjeev walked to the door and turned back to the men at the table. “I wish nothing but the best for all of you, and for Seer.” Then he turned and left.

After an awkward moment, the meeting continued. Ebberson ran the meeting even though he hadn’t officially been named Chairman of the Board. When the meeting ended several hours later, each Board member took specific action items away from the meeting. One Director, who was also on the GBM Board, said that he intended to conduct a similar ousting at GBM. Another said he knew a colleague at Chevron who was on the GBM and Macrosoft Boards and would talk with him. Ebberson said he’d begin the process of moving jobs back to the U.S. as quickly as possible.

The press release announcing Sanjeev’s “retirement” went out the very next day, the same day as ADS’s announcement of Vikram Neel’s firing.

When he got home, Sanjeev told Anandita what had happened. The two partners spoke for hours. Anandita did not hesitate to tell Sanjeev that she was glad it was over. He told her that he felt the same way. Then, just as Vikram had done, Sanjeev arranged a conference call to let the others know that he’d been forced to resign. Ramesh, as he had when Vikram called with similar news, asked if there was anything he could do for his friend. Apu, as he had when Vikram called, cursed under his breath; his plan was crumbling apart like a stale scone, and he wasn’t sure if there was anything he could do about it.

YVC Headquarters, Menlo Park, California, USA

Tuesday, April 15, 2014.

John Baker had long since utilized an electronic news clipping service that brought to his attention via email any news articles that matched his particular search criteria. He’d been using the service since way back in 2005. And so, through the years, as Apu Rana had been named CEO at Macrosoft, Ramesh Chaudhary had been named CEO at GBM, Sanjeev Kumar had been named CEO at Seer, and Vikram Neel had been named Managing Partner at ADS, Baker had created search agents for each of these men. Anytime they were mentioned or quoted in the news, Baker found out about it.

Early on a Tuesday morning, his email notification chimed. His email client had downloaded his new mail from his mail server. He had two new email messages since the last time he’d downloaded email just a few minutes earlier. Both messages were from his news clipping service.

The first was a press release from ADS. It read:

Bethesda, Maryland, Apr. 15 /PRNewswire-FirstCall/ -- ADS, a leading high technology professional services company, announced today that it has fired its Managing Partner, Vikram Neel.

Neel had been Managing Partner at the firm for the past four and a half years.

Effective immediately, Isaac “Ike” Kinkead has been named the company’s new Managing Partner. Kinkead had been a Senior Partner with the firm, and had been considered one of the finalists for the Managing Partner job in 2010 when Vikram Neel was named to the position.

“We are highly disappointed with our performance over the past several years,” Hank Greenberg, an ADS Partner said. “We’ve made a number of strategic errors recently. Most notably, we have been far too aggressive when it comes to migrating jobs overseas. This has been a critical mistake, and one that will be reversed as quickly as possible. I have full confidence that Ike Kinkead can and will lead us back to our position of leadership and past excellence.”

“I intend to move the great majority of our jobs back to the United States as soon as possible. The cost savings in India have not proven to be significant. In fact, even with the higher wages paid in the U.S., we believe it is still in the best interests of our customers and the many outstanding professionals so desperately looking for work in the United States to do as much of our work here in the U.S. rather that overseas,” said Kinkead.

Baker was pleased to see action had finally been taken against Vikram Neel, a man who, on top of being guilty of an outright assault on his U.S. employees, had also so clearly neglected his fiduciary duty to ADS since becoming the company’s Managing Partner in 2010.

The second email was also a press release, this one from Seer. It read:

Redwood City, Calif., Apr. 15 /PRNewswire-FirstCall/ -- Seer, Inc., the world’s second largest software vendor, announced today that Sanjeev Kumar, the company’s CEO since December 2007 has announced his resignation, for personal reasons, effective immediately.

Sources at the company would not comment on Mr. Kumar’s reasons for leaving, or what “personal reasons” were involved in his decision.

Mr. Kumar’s only comment was that he “was resigning for personal reasons not related to the ongoing business at Seer, and that he and his family would be moving back to India.

Mr. Kumar was named CEO of Seer in December 2007 when Lonnie Ebberson, the company’s founder and CEO for 25 years, stepped down. Ebberson founded Seer in 1982.

Seer announced that Ebberson would come back out of retirement to act as interim CEO until a suitable full-time CEO can be found. The company did not speculate on how long the search would take.

Mr. Kumar was generally highly regarded within the industry, and within the company. However, the company had started to experience lower than expected sales over the past several years, as well as slipping profits. Some sources have commented on the condition of anonymity that they believe this revenue and profit decline was due to poor product quality and missed deadlines, a potential consequence of Mr. Kumar’s aggressive movement of as many as 70,000 thousand jobs to India during his tenure.

Baker shook his head in disgust at the spin put on the situation by Seer’s marketing and PR people, perhaps directly by Sanjeev Kumar himself. In the end, however, it didn’t really much matter. Sanjeev Kumar was out as CEO of the company, and that was definitely good news. And the press had clearly presented the opinion that Sanjeev’s exit likely had something to do with the man’s aggressive move of jobs out of the United States and into India.

Two down and two to go, Baker reflected. Two big ones to go.

GBM Headquarters, Albany, New York, USA

Monday, April 21, 2014.

A week after Seer’s Board meeting, GBM held an emergency Board meeting of its own. Only 16 of the 25 Board members could attend. The Chevron representative, who had been a part of getting rid of Sanjeev Kumar at Seer, rearranged his entire travel schedule just to make sure he was present. 

At the meeting, Ramesh Chaudhary was forced out, just as Sanjeev Kumar had been at Seer, and Vikram Neel had been at ADS. GBM had decided, like Seer, that it was better for the company to announce that Ramesh had resigned, rather than that he had been fired. In fact, the company announced that Ramesh would stay on for a one-month transition period while his important duties were smoothly transitioned to his replacement.

Ramesh didn’t even put up a fight. He had to admit, even to himself, that GBM had decayed in the eight years he’d been at the helm. Revenues were down, profits had turned to losses, and market share dwindled. Things hadn’t been particularly bad until the previous year, when the company’s quality problems combined with the momentum of the new AK-47 Group companies led to an absolutely dismal 2013. GBM was just a shadow of its former self, and Ramesh knew that his overly aggressive moves to India were partly, if not primarily, responsible.

The press release announcing Ramesh’s resignation went out the following day. And although the press release indicated that Ramesh would stay on through the end of May, he last stepped foot in the GBM offices on the 25th, just five days after his resignation.

YVC Headquarters, Menlo Park, California, USA

Tuesday, April 22, 2014.

Baker’s news clipping service picked up GBM’s press release immediately:

Albany, New York Apr. 22 /PRNewswire-FirstCall/ -- GBM, Inc., the world’s largest provider of computer hardware, software and services, announced today that Ramesh Chaudhary, the company’s CEO since March 2006 has announced his resignation. Mr. Chaudhary will stay on with the company for a one month transition period.

Company officials would not comment on the reason for Mr. Chaudhary’s resignation. Mr. Chaudhary could not be reached for comment.

After acting in the role of General Manager for several of the company’s business units and establishing a reputation as somewhat of a turnaround expert, Mr. Chaudhary was named GBM’s CEO in March 2006. In his eight years as the company’s CEO, Mr. Chaudhary steadily migrated most of the company’s engineering, technical support, customer service and back office jobs to GBM’s offices in Mumbai, India.

While the company’s profits initially surged under Mr. Chaudhary’s leadership, the company’s revenues, profits and market capitalization dropped precipitously over the past several years. The company’s market share across its entire product line, including its many operating systems and its application server, have also dropped significantly.

A company spokesman said that several leading recruiting agencies had been contacted and will be interviewed to conduct a search for a new CEO.

Macrosoft Headquarters, Seattle, Washington, USA

Monday, May 15, 2014.

The Macrosoft Board of Directors sat around the giant glass table in the company’s boardroom. The men had helped themselves to bagels and lox, pastries and fresh fruit. Most chose coffee, although a few went with one of the fancy tea bags that greatly insulted Apu Rana’s sensibilities. One or two chose from the assortment of freshly squeezed juices.

“Gentlemen, thank you for allowing me to attend today,” Bill Nand said. Nand had remained on as Chairman of the Board after retiring in late 2005 as the company’s CEO, when he’d named Apu as his replacement. He had remained Chairman for two years, and then was a “regular” Director on the Board for another three years. He’d officially stepped down from the Board and severed all ties with the company back in 2010. He was only a visitor now, someone that the Board could ask to leave at any time if they so chose.

Apu seethed across the table. He did not want Nand in the room. The man had retired long ago, and hadn’t been officially part of the company for over three years. But several of the other Directors had insisted that he attend the meeting. Given what had happened to his comrades, Apu suspected that he knew what Nand’s presence meant; he only hoped he would have a chance to give his side, to fight back.

“Thank you for coming,” several of the Directors earnestly said to Nand.

“Apu, I know that as the company’s Chairman of the Board, this is normally your meeting,” the outside Director from GE said. Apu had added Chairman of the Board to his list of titles back in 2007 when Nand stepped down from the position.

Apu began to respond when the other man continued. “But,” he said, “not this meeting, not today. Today, you need to sit quietly and listen.”

Apu felt the directive like a slap across his cheek. He was still stinging when the man continued.

“Gentlemen, I submit to you that Macrosoft is in trouble. Big trouble.”

Apu began to argue, when one of the other Directors caught Apu’s attention with a motion of his arm. The man put his forefinger up to his lips, then motioned to his ears. The meaning was clear: Apu, shut up and listen. For a change, Apu decided to do exactly that, at least for a while.

“Our 2013 revenue was down a whopping 25% from 2012, when revenues were down 15% from 2011, when revenues were down another 20% from 2010. We’ve had revenue growth in just three of the nine fiscal years you’ve been CEO,” the man said, looking straight at Apu.

“Worse, while our profitability surged for the first two or three years of your tenure as you aggressively moved work offshore, things have gone downhill fast ever since. Our profits sagged in 2011, disappeared completely in 2012 and then turned into continually worsening losses in both last year and so far this year. Do you realize that for fiscal 2013 we posted a mind-boggling loss of over $8 billion?”

Apu knew the numbers were bad, but he blamed his company’s poor financial performance on the fact that the U.S. economy had been mired in a depression for several years, and that other major economies around the world hadn’t faired much better. The U.S. had just barely come out of a double dip recession when he’d taken the helm. And while the economy recovered somewhat in 2005, it had been hit hard as high unemployment rates walloped the high tech and service sectors between 2006 and 2010. Apu either didn’t know how to, or didn’t want to, connect the dots: His fanaticism and its consequences were responsible for his current predicament.

“Now wait just a minute,” Apu said, slapping his palms on the table. “We’ve had some trouble, sure, but –”

“But nothing, Apu. Yes, we know the U.S. economy is in the toilet. And it’s been there for the better part of your tenure as CEO. And, yes, we know that the world’s economic condition isn’t much better. As the U.S. goes so goes the rest of the world, even today. But the bottom line is this: We’ve talked about it and we believe that you’re a big part of the problem.” The cause of everything, actually.
Apu didn’t know what the man was talking about. What did he mean, “we’ve talked about it?” Who talked about it?

“What are you saying?” Apu asked.

“We’re saying,” the Director from Chase Manhattan said, “that your policies of gutting the U.S. arm of the company and moving everything and the kitchen sink to India have to go.”

“We’re saying,” Bill Nand said, speaking for the first time, “that you have to go.”

Wh-wh-what?” Apu asked incredulously.

“You’re fired,” the Chase man said.

“You’re fired,” the GE man said.

“You’re fired,” said the rest of the Directors in turn.

“Please leave the premises immediately,” Nand said to Apu.

Nand motioned with his right arm toward the glass door. A security guard, who’d been told to await the signal, entered the boardroom as instructed.

“This gentleman will walk you to your office, see to it that you can pack up your personal belongings, and then he’ll walk you out of the building. You are not welcome to return.”

The hulking security guard walked toward Apu and lifted the suddenly sunken man by the elbow. He practically carried the rag doll of a man out of the room.

As he waited for the elevator in the lobby just outside of the conference room, Apu thought he heard someone put on a thick, lilting Indian accent and mimic the 7-11 cashier Apu from The Simpsons. Would you like to try my chutney slushy? Then he heard a burst of boisterous laughter just as the elevator door opened, beckoning him to descend from the top floor executive suite, for good.

Nand took several deep breaths. He knew that however good it felt to remove Apu from his position at the company, there was still much work to do if he and the other Directors were going to save his company.

Once Apu was gone, the Chase man said, “Okay, gentlemen, now the hard work begins. The first order of business, I believe, is for us to name a new CEO. Interim if necessary.”

The men all nodded their heads or voiced their agreement.

“Bill? What about you?” someone asked.

Nand had been sickened by the several-year decline of his baby, which is how he still felt about the company. Dozens of times over the past few years he’d asked himself the question, If asked, would I take over as CEO again? For a few years after resigning, the answer was a no-brainer “yes.” But Nand had started to suffer from high blood pressure and diabetes. As his health began to deteriorate through the years, his answer had become a full-brainer.

Now, after having been ambiguous about it for several years, he had to answer. Nand thought about the question one last time, for just a moment. In the end, it really was a no-brainer after all. His company needed him and he would answer the call.

“Yes, I’ll accept any offer to become Macrosoft’s CEO again, at least on an interim basis. You know, I’m not a young man anymore.”

 All of the men in the room were aware of Nand’s various health issues. Most were considerably older than Nand. They empathized.

The Macrosoft Board conducted the remainder of the Board meeting over the course of the next four hours. 

At the end of the meeting, each Board member was assigned specific action items. The Chase man was assigned the task of meeting with John Baker and the other AK-47 executives. Besides informing Baker in person of their firing of Apu Rana, he intended to apologize for allowing the man to go as far as he had. The GE man said he would contact the CEOs of the AK-47 Group companies to inform them that Macrosoft was interested in ensuring 100% interoperability and cross-platform support in all of its products. And Nand said that he’d have a plan within a week to turn the company around.

In an attempt to bury the story somewhat, Macrosoft’s PR group decided to delay the related press release to Friday, four days later.

YVC Headquarters, Menlo Park, California, USA

Friday, May 19, 2014.

Two and a half weeks after GBM’s announcement that Ramesh Chaudhary was leaving, the long-awaited announcement from Macrosoft finally came. Apparently Apu Rana had run out of maneuvers.

The Macrosoft press release hit Baker’s news clipping service on a Friday morning. Baker knew that Macrosoft was trying to bury the announcement on what was generally considered a “throw away” news day. The press release read:

Seattle, Wash., May 9 /PRNewswire-FirstCall/ -- Macrosoft, Inc., the world’s largest software vendor, announced today that Apu Rana, the company’s CEO since September 2005 has announced his resignation, for personal reasons, effective immediately.

Rana’s resignation marks the fourth departure of the top man at four leading information technology firms in the past month; Vikram Neel was recently fired from the IT consulting firm ADS, Sanjeev Kumar recently resigned from software giant Seer, and Ramesh Chaudhary recently resigned from IT giant GBM.

Mr. Rana was the company’s youngest-ever CTO and the company’s first Sr. Vice President overseeing all of the company’s software engineering activities. He was named to the position of CEO in September 2005 when the company’s founder and first CEO, Bill Nand, retired.

Mr. Nand will act as Macrosoft’s CEO again, on an interim basis until the Board of Directors finds a full-time replacement for Rana.

Macrosoft’s stock rose 5 ½ points based on the news.

A few hours later, an APWire story hit the wire repeating the news and adding some critical information for the general public:
Due to the 5 ½ point rise in Macrosoft’s stock price, Bill Nand surged several billion dollars ahead of Lonnie Ebberson on the list of the world’s wealthiest individuals. Ebberson, Seer Corporation’s founder and CEO until he retired in 2007, recently took over as that company’s CEO again when Sanjeev Kumar, the man that Ebberson selected as his replacement, resigned in April. Both men are still both more than $20 billion behind both Warren Buffet, the octogenarian investor, and Ingvar Kamprad, the founder and CEO of Swedish furniture retailer Ikea.
Baker read the press release and APWire story several times. The smile on his face grew wider with each reading. Baker planned on breaking open a bottle of his finest scotch and a box of his best Cuban cigars that night. Dave Simmons, Tom Tomlinson and Frank Edwards would be his welcome guests for the well-deserved celebration.

27. End Game

May – June 2014.

By June, ADS had announced that, effective immediately, it was moving 25,000 jobs back to the United States. The firm also said that another 75,000 U.S.-based jobs would be created over the following two to three years. These jobs represented approximately half of the jobs the firm had moved to India during Vikram Neel’s tenure. India’s high tech industry was booming and the company announced that it intended to keep most of its India-based consultants on staff to service the large and growing need from the ever-growing number of Indian IT companies.

Macrosoft, GBM and Seer all announced that they, too, were moving jobs back to the United States in record numbers. Macrosoft would migrate most of its software development jobs back to the U.S. by the end of the year, while GBM and Seer announced that they would transition over a twelve-month period, ending by June of 2015. All told, between the three companies, over 100,000 jobs would soon be re-created in Silicon Valley, Seattle and New York. Almost an equal number would remain in India, China and Eastern Europe.

And just as had happened with the move to India, the followers followed, as followers always do. By the end of June, over a hundred announcements had been made indicating that over 125,000 more high tech jobs would be moving back to America by the end of the year.

Similar announcements were made across the service sector. Hundreds of financial services, accounting, legal, call center and telesales companies announced that they were moving a large portion of their jobs back to the United States.

It would take a while, but the trickle down effect would take place as the high tech industry rebounded, just as it had undergone a meltdown when the industry was gutted. New home construction, mortgages, restaurants, even domestic help all were going to experience a surge over the coming years in response to the influx of jobs. It would never be the same as it was – too much had happened, and too many jobs would permanently remain outside of the United States – but things were definitely looking up.

As the news reports got brighter, so too did the spirit in Silicon Valley. People began to eat out more, to shop more, even to vacation again. The suicide rate dropped dramatically, back to levels even lower than they had been ten years earlier. The entrepreneurial spirit of the valley had been knocked down, but not knocked out. And the high tech industry would soon be poised to take back its leadership role within the U.S. economy.

YVC Headquarters, Menlo Park, California, USA

June 2014.

When John Baker, Dave Simmons, Tom Tomlinson and Frank Edwards met the first Monday in June, Baker brought with him the rolled up financial spreadsheets for the AK-47 companies. By this point, what had started as two dozen independent technology, product and service companies, had been combined into five rolled-up software companies, and one hosted services company.

The summary page said it all. Combined, the six companies were on track to earn over $50 billion in revenue in 2014. Even the smallest of the six companies contributed over $6 billion to this figure.

It was clear to the four men, as well as to the industry and world as well, that Baker’s AK-47 plan had been an undeniable success. The $10 billion invested by the initial investors in the AK-47 Fund back in early 2011 had become worth in excess of $150 billion, perhaps as much as $250 billion. If the P/E ratios of the Internet heyday ever returned, the investors were looking at a return that might very well end up starting with a ‘t.’

By this point, the 20% equity stake held by the four-man AK-47 team was worth somewhere between $30 billion and $50 billion. In just four years, Baker’s half of that was worth somewhere between fifteen and twenty five billion dollars, while the stakes of Dave Simmons, Tom Tomlinson and Frank Edwards were each worth approximately five to eight billion dollars.

The four men talked casually over lunch at an old-fashioned diner in San Carlos. The place was never considered “hip,” but had managed to survive the past ten tumultuous years, unlike most of the formerly “in” eateries that catered to the high tech yuppie set.

“I have to hand it to you guys,” Edwards said. “In less than four years, you guys changed the face of the high tech landscape, and, essentially, affected world order itself.”

“We, Frank. We did that. We could not have done it without you,” Baker said sincerely. “You’re the one that worked your magic with the early customers and got us the critical customer references we desperately needed.”

“Well, thank you for saying so, but my role was quite limited. All I can say is that I’m glad I made my money in the low-tech world. I’m not sure I’m cut out for the high stakes of the high tech world.”

“Something tells me that you’d more than hold your own,” Tomlinson said to Edwards, a man he’d come to know and respect, and who had become one of his closest friends.

“It really has been spectacular, gentlemen,” Dave Simmons said. “I’d forgotten how exhilarating this industry and the wheeling and dealing could be.”

“Why’d you stepped out of the high tech world, anyway?” Frank Edwards asked the question that he, John Baker and Tommy Tomlinson had all wanted to ask for some time.

“Let’s just say that I lost my moral center and got too greedy. A unique individual showed me the error of my ways.”

Simmons’ response was far too cryptic for Frank Edwards to grasp. Even Tomlinson didn’t quite get it. But, true to form, John Baker understood. He’d heard rumors that Simmons had rushed his last company, SimChat, to IPO back in 1999, and that there had been some kind of fall out from that. Formal legal charges had never been brought against Simmons or any of the other SimChat executives, so Baker guessed that when Simmons talked about “being shown the error of his ways”, he must have meant that he had been blackmailed somehow. Baker hoped maybe some day Simmons would tell him the whole story; he expected that it was quite a tale.

“Interesting,” Baker said simply. He raised an eyebrow at Simmons, whose lips spread ever so slightly into a smile perceptible only to Baker.

“What will you do now?” Edwards asked Simmons.

And with that question, the men knew that their days as “AK-47” were over. Their mission was complete. It was time to move on to the next phase of their lives.

Simmons was full of a sense of pride he’d all but lost through the past ten years. He had been somewhat fulfilled with his charity work, but it just wasn’t the same. And in that moment, it came to him what he wanted to do with the remainder of his life.

“Well, I need to talk it over with a certain someone, but I want to run for the U.S. Senate. We’ve got a lot of systemic policy-related work to do in this country if we’re going to try to prevent this kind of economic and social upheaval from happening again.”

“Good for you,” Tomlinson replied. “Good for you.”

“And good for the United States,” Baker added.

“And you, Tom? What will you do?” Simmons asked.

“Nothing quite so noble, I’m afraid.” Tomlinson said. “I’m going to retire – again. Only this time, I hope I can stay retired. I’ve got two teenage children. I’ve only got a few years before they go off to college. I intend to spend my time getting to know them before they leave the house. And I’m going to spend time with my wife, too. She’s way overdue for some attention from me.”

“I’m going back into retirement, too, guys,” said Edwards. “I’m an old man, fellas. I’m going to go back to quietly running our family foundation. Only this time I’ll be focused on the many serious problems here in the U.S. We’ve got poor and needy of our own that need help. I’ll eventually get back to helping in India, but not for a while.”

“Very commendable, Frank,” Simmons said.

“Indeed,” Baker agreed.

“And what about you, John?” Simmons asked, although any of the men could have.

“You know, even though we succeeded in changing the momentum built up by the offshore movement, I think we got lucky. Had Apu and friends been more patient and a bit more forward thinking, I don’t think there would have been anything we could have done to stop them. Let’s face it. The economics are just too compelling. Certainly not to the extent that people think, but more and more, having work done more cheaply by equally capable workers is the way to go.”

Simmons, Tomlinson and Edwards were surprised by Baker’s comments, but not shocked. The man was full of surprises, if only because he was always ten steps ahead of everyone else. They listened intently to the man as he continued.

“Our foes failed because they impatiently rushed to India for what I can only guess were political purposes or to settle personal vendettas of some kind. I don’t think we’ll ever know for sure. One thing we do know, though, is that they didn’t think things through. Their failure, and the difficulties experienced by their companies, had little to do with the quality of the work done in India or with any kind of problem with the engineering talent in India. I’m telling you gentlemen, the talent in India is just as good as it is in the U.S. Ditto for China and many Eastern European countries. If our adversaries would have been subtler, well, I don’t know what would have happened… Like I said, we got lucky.”

Simmons, Tomlinson and Edwards would never accept that explanation. All three would forever hold the view that those men and those companies failed because they came up against the superior mind and will of John Baker.

“And, so, what will you do next?” Simmons asked again.

“First, I’m going to take a few days off. Like you, Frank, I’m an old man, and I need a bit of a rest,” Baker said with a smile. Then he continued more seriously. “After that I’m going back to school, so to speak. I’ve got a ton to learn about nanotechnology if I’m going to stay ahead of anyone or any nation that might intend to attack the United States economy and its employees in that industry like our Indian gang did in the software world.”

After a moment of silence, Frank Edwards lifted his glass and toasted, “To our success, in the recent past and into the future.”

The four men raised and clinked their glasses together.

“And to your continued vigilance, John,” Dave Simmons said.

Again, the four men toasted and drank to John Baker, American hero, who was just one month shy of his 80th birthday.

28. Epilogue

Oberoi Amarvilas Hotel, Agra, India

June 2014.

For their summer getaway, Vikram recommended to Apu, Ramesh and Sanjeev that they all go to Agra, India. It’s the home of the Taj Mahal, he’d said. There’s a fantastic Oberoi hotel there, he’d said. That’s where Minal lives, he didn’t say.

The men checked into their suites, all of which had stunning views of the hotel’s magnificent sparkling blue swimming pool. Their rooms, like every room in the hotel, also had breathtaking, uninterrupted, direct views of the Taj Mahal just 600 meters away.

At the appointed time, Apu, Ramesh, Sanjeev and Vikram met in the hotel’s richly appointed green-motif sitting room, off the hotel lobby. It was the first time the four men were together since they’d left their posts in the U.S. The four lifelong friends hugged each other fiercely. Polite namastes, even handshakes, were just not enough.

“Guys, I have an announcement,” Vikram said when they were all together. He had a huge grin on his face.

“What’s up?” Sanjeev asked.

“Yeah, what’s going on? You look like you robbed a candy store,” Ramesh added.

Just then, the waiter approached to take their drink orders. After he left, Vikram continued.

“Well, a little over four years ago, I did something that changed my life,” Vikram started.

The other three men began mentally aligning the various attitude and behavior changes they’d noticed in their friend and colleague – the increased confidence, the all-black wardrobe, the increasingly open defiance toward Apu. It all fit.

“Back in Kanchipuram, when I was growing up, I knew a girl named Minal. Words cannot describe her, guys. She was an angel. She was smart, kind, beautiful, and we were in love. But one day, many years ago, she ran away with an American. I told you about what happened back at IIT, back when we all met and made our pact, if you remember. That’s why I joined our mission so long ago. Well, four years ago, I decided to try to find her and to win her back.”

“And?” Sanjeev asked, expecting that they all knew what was coming.

“And, I found her. She lives right here in Agra, just ten minutes from here. I met with her three years ago, when we met in Goa. Do you remember, I came separately? I told you I had business to attend to. I did, but it was personal business, nothing to do with ADS.”

Apu, Ramesh and Sanjeev all nodded.

“Well, the executive summary is that we’re getting married. She’s agreed to come live with me in my family’s home in Kanchipuram. I’d be honored if you all met her before we leave here. She and I will be going directly to Kanchipuram from here. I’ve already arranged to have my place sold, and a few of my belongings shipped over here.”

The waiter came back to the table and discretely deposited the men’s drinks.

The four men lifted their glasses and toasted to Vikram’s happiness.

“That’s wonderful news, my friend,” Sanjeev said. “To a lifetime of love, peace and joy for you both, and for the family I suspect you’ll be eager to start.”

“Thank you,” Vikram said sincerely. Sanjeev had always been kind to him, as kind to him as Apu had been demeaning. Then, in a flash, Vikram thought back to that day, over 25 years earlier, when he sat with Sanjeev watching Apu and Ramesh play in the IIT basketball championship game. “You know, I know we’re not supposed to care about this kind of thing, but –”

“But what?”

“But, Sanjeev, what was your AIR back when we took the IIT-JEE exam, back when we were applying to IIT?”

Sanjeev hesitated, then said gently, “Let’s just say that Apu didn’t receive the best AIR at this table,” His response crushed Apu, who still strained under the weight of his devastating one point loss to Ramesh all those years ago. This was far, far worse for him to take.

The four men sat silently for several minutes, each lost in his own thoughts.

Finally, Sanjeev, ever philosophical and wanting to change the subject, offered, “You know, no matter what has happened, we have done good for mother India. Our country’s infrastructure is vastly improved from where it was when we first met as a group 26 years ago, and considerably improved since we all ascended to our leadership positions within the U.S. Over fourteen million high tech and service jobs have migrated to India and although perhaps half of them will move back to the United States, many, many will not. Ditto for non-high tech jobs. Some of the benefits have even trickled down to the villages and the rural poor around the country. We have greatly strengthened the economy of our dear country, and have strengthened our national pride immeasurably. Although we have met with this setback, we can and should still hold our heads high.”

“Rubbish,” replied Apu, a bit pissy from hearing that Sanjeev had bested him so long ago. Apu was not one accustomed to failure, and it didn’t sit well with him. Unlike Sanjeev’s nationalistic motivations, Apu’s had been much more personal. This had made his convictions perhaps a bit stronger, but left him focused on his lingering sense of personal failure rather than on the good that had come to India over the past years.

“Oh, come on Apu,” said Vikram. “Get over yourself. We’ve accomplished much of what we set out to do, and although we have ultimately failed in retaining our positions of power within the U.S., we have forever changed the course of the high tech industry, and the world’s economy.”

Ramesh said, “I have to agree with Vikram, Apu. We have done much good for India. In the end, that is really what we should have been aiming for all along.” After a pause, he added, “I was wrong to follow my hate for America for so many years.”

“But America was responsible for the bankruptcy of your family’s business and your father’s death,” Apu replied.

“It is true that my family’s business was forced to close. And it is also true that the American competition and American export subsidies were partly to blame. But, Apu, so too was my father, and his father before. They did not modernize. They did not watch costs. They did not ensure the highest possible product quality. I understand this now. Or at least I’m trying to. And as for my father’s death, the reality is that he alone chose that course, no one else.”

Apu was stunned.

Ramesh continued, “And if I may say so, I believe that you have been wrong to hold on to your hatred for America for what a former American president did so many years ago. True, it was no small matter, and it cost your father his life, but, Apu, you have been living in the past, and I encourage you – I encourage all of us – to think about the future.”

Sanjeev agreed wholeheartedly, pleased to hear the fully centered, forward-looking perspective that indicated that his friend had taken several monumental strides toward finding much-needed and much-deserved inner peace.

“To the future,” Sanjeev toasted. The men lifted their glasses and clinked them together.

“I was thinking about the future, too,” said Apu. “I was thinking that our sons should go into nanotechnology…”

[THE END]
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