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			Book Presentation
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			Book Abstract

			MAIN IDEA

			“Ruthless, volatile, arrogant, impatient, autocratic – all these adjectives have been used to describe Larry Ellison. I would agree, but I would add adjectives like insightful, customer-centric and focused. In other words, Larry Ellison has all the traits and characteristics that make for an outstanding leader in the high-tech industry. He also has one characteristic that many lack – the ability to sell his ideas to others. It is for this reason that I think of Ellison as the 21st Century’s P.T. Barnum. Ellison’s business persona has become so intertwined with his personal life that it is impossible to separate them.”

			– Florence Stone

			Larry Ellison’s personality tends to generate two completely different reactions from most people – he is either an arrogant leader who uses other people’s ideas or a visionary leader who had the foresight to take a neglected concept and turn it into a huge, successful company. And most people view Ellison’s larger-than-life actions and outrageous comments simply as a way to generate reams of publicity for him and for the company he founded, Oracle.

			Yet, to focus solely on the rights or wrongs of Larry Ellison’s personality is to ignore the real story – how a company started with $2,000 in 1977 is today the second largest software company in the world with a multi-billion-dollar market capitalization. This achievement is highly impressive, even more so in light of the intensely competitive nature of high technology industries where new companies can appear, grow and die within short time frames.

			In total, the continuing success of Oracle is impressive. It reflects the fact that beneath all the showmanship, the requisite vision, drive and optimism of Larry Ellison and the Oracle management team is sound and well-directed. It also shows the company must be doing many things right, and is worthy of closer inspection.

			To get caught up on Larry Ellison’s personality traits is to miss the real story here. Irrespective of his personality quirks, Oracle has prospered where others have failed by:

			
					Consistently seeking to hire and retain the best and brightest people possible.

					Going for the jugular in a no-holds-barred fashion whenever any competitors have appeared on the horizon.

					Applying all the resources of the company to locking in current customers and locking out competitors.

					Running effective product development projects that deliver products the marketplace wants.

			

			About the Author

			FLORENCE STONE is editorial director of Web management communications at the American Management Association. She is also the author of nine books, including The High-Value Manager and Coaching, Counseling & Mentoring. Ms. Stone previously served as group editor of the American Management Association’s newsletters and journals.

			Important Note About This Ebook

			This is a summary and not a critique or a review of the book. It does not offer judgment or opinion on the content of the book. This summary may not be organized chapter-wise but is an overview of the main ideas, viewpoints and arguments from the book as a whole. This means that the organization of this summary is not a representation of the book.

			Summary of The Oracle of Oracle (Florence Stone)

			1. The Oracle Story

			“I have always had difficulty with conventional wisdom. Teachers would say certain things – and I wouldn’t necessarily believe what they had to say. Just because they said it, and they were experts, and they were in authority did not automatically mean they were right.”

			– Larry Ellison

			With that kind of approach to education, it comes as no surprise that Larry Ellison (born August 17, 1944) didn’t exactly excel at school. In fact, Ellison dropped out of school twice – after two years at the University of Illinois and after one semester at the University of Chicago. Thus, with his academic career at an end, Ellison decided to move to California and seek work as a computer programmer in 1966.

			Within a year of arriving in California, Ellison was married (to Adda Quinn, a student at Berkeley) and had started doing computer-related work for a number of different companies. He worked for Amdahl Corp. before moving on to Ampex Corp., an audio and studio equipment company. While at Ampex, Ellison worked with the two people who would become co-founders of Oracle, Edward Oates and Robert Miner.

			Edward Oates was a career programmer who had operated IBM mainframes for the U.S. Army before joining Ampex. Robert Miner was the manager of Ampex’s programming department. At Ampex, Miner, Oates and Ellison worked together on a project sponsored by the CIA which involved developing software so companies could store and retrieve large amounts of information. The CIA’s name for this project was “Oracle” – an ancient Greek term referring to someone with great knowledge and wisdom.

			When the CIA decided to cease work on the project, Oates and Ellison decided to move on to other jobs. Ellison was appointed a vice-president at Precision Instrument Company just when the company decided to outsource its software development work. Ellison contacted Miner and Oates to see whether they wanted to form a new company with Precision Instruments as their first client. Both men agreed to the idea, and they incorporated Software Development Laboratories in 1977. Ellison put in $1,200, Miner $400 and Oates contributed $400 to capitalize the new company, which also received an advance of $50,000 from Precision Instruments.

			Ellison took on the role of salesman for the new company, while Oates and Miner concentrated on doing the programming that was required. This suited Ellison just fine.

			“Larry was the prime mover behind this whole thing. He had more chutzpah than the two of us combined.”

			– Edward Oates

			Ellison’s personal life also showed signs of unrest. By 1977, he had already divorced his first wife, remarried (in 1976) and decided to divorce his second wife (Nancy Wheeler). Since his second marriage was in California, Wheeler was entitled to half of Ellison’s assets. She settled for $500, since Software Development Laboratories had yet to show any success.

			Around this same time, Ellison came across a report published by IBM’s Research Laboratory describing a relational database system that would allow customers to store and then retrieve data using just a few simple questions. IBM didn’t seem to grasp the commercial value of what it was suggesting, but Ellison most certainly did. To reflect that new focus, the name of the company was changed from Software Development Laboratories to Relational Software Inc. in 1978. Miner, Oates and a new employee were put to work developing a minicomputer version of a relational database software package. Ellison contributed by visiting potential customers to tell them about the new product under development. When the package was semi-finished, they decided to name it “Oracle” – after the CIA product that had originated back in their Ampex days. Interestingly, one of the first clients for the Oracle relational database software was the federal government and the CIA.

			“To this day, many people attribute Ellison’s initial success to luck – after all, it was IBM that had developed the initial specifications for the database management system. Yes, Ellison was at the right place at the right time, but likewise he was the first to see the commercial application of IBM’s development. Moreover, Ellison went further, using that single idea to build a major business with chutzpah, ceaseless work, unrelenting optimism and ruthless determination.”

			– Florence Stone

			As the initial database software package started to sell, Ellison went to work, building a salesforce that sold the product directly to information technology managers in large corporations. He also insisted the software had to be able to run on all computers, not just those from IBM or Digital. Ellison was also intensely competitive, with a real “crush the competition” attitude. One of Oracle’s early ads showed a jet fighter labeled Oracle strafing buildings with the names of competitors on them.

			“Average technology and great marketing beat good technology and good marketing every day.”

			– An early Oracle employee

			For all of that flurry of activity, however, there were still genuine doubts whether or not Oracle would succeed. For example, in 1980, Edward Oates struck marital problems. He sold his shares back to the company for $20,000 – $10,000 in cash and a promissory note for $10,000. He also borrowed $40,000 from Ellison to purchase a house. However, spurred on by Ellison’s drive, the company did continue to grow. In fact, in 1982, the company even changed its name from Relational Software Inc. to Oracle Corp., after its only product.

			“When you find errors in conventional wisdom – when everyone says A and A is not true – that is when you find competitive advantage. Only a few times do you have to find errors in conventional wisdom to make a living.”

			– Larry Ellison

			By the time Oracle went public on March 15, 1986 (one day before Microsoft’s IPO), there were no longer any doubts about the size of the market for database software. Ellison now had a net worth of more than $90 million from the IPO, while many early employees became instant millionaires. Robert Miner received more than $2 million as his share of the proceeds of the IPO. Meanwhile, Ellison drifted away from Oracle’s day-to-day operations, and started living the life of a rich playboy. That indirectly led to Oracle’s first business downturn in 1990.

			In 1990, version 6 of Oracle’s relational database software was released, although many customers found it to be full of flaws. At this time, Oracle was also under attack from Sybase and other aggressive competitors. Therefore, the pressure was on Oracle’s sales force to keep sustaining the company’s historical rate of growth which had always been 100-percent each year. To achieve this, Oracle’s salespeople started making deals for software that had not yet been produced and included that in the quarterly revenue figures. The company also included revenue for sales contracts which were discussed but never finalized with potential customers. When these practices came to light, Oracle’s stock price fell from almost $30 a share to $5.50.

			When these problems became public, Ellison once again became hands-on with the company. In short order, he managed to negotiate a settlement which ended up costing Oracle $24.1 million. He also brought in a new chief financial officer and president to bolster the company’s management team. And, most importantly, Ellison accelerated the development of version 7 of the database software.

			“Quality is absolutely the right strategy to kill our competition.”

			– Larry Ellison

			Within a year, Oracle was on the mend. In fact, every two years from 1992 to 1998, Oracle doubled its sales revenues – $2 billion in 1992, $4 billion in 1996, $6 billion in 1996 and $8 billion in 1998. The company also hit a few more problems while it was growing so robustly. For example, when economic problems hit Asia in 1997, Oracle’s stock price dropped 29-percent because this was one of the company’s major growth areas. There were also some tough questions asked in 1995 when Ellison promoted the concept of a network appliance to replace personal computers.

			Equally, however, Ellison has made some very astute moves as well. For example, in 1997, he realized Oracle’s database software would be ideally suited for the emerging market in Web delivered applications software – a potential $20 billion market. Oracle is now competing aggressively in that marketplace against some large, well-entrenched competitors like IBM, SAP, Hewlett-Packard and Microsoft.

			Ellison has also refocused Oracle on becoming a major provider of business-to-business and e-commerce applications. Oracle’s programmers were instructed to stop work on new versions of the Oracle database software and to commence working on Internet based applications instead. Over the next few years from late 1997 through 2001, Ellison has been actively involved in reengineering the entire company to reflect this new orientation.

			“This is a new idea. It will take a while for it to be understood by the marketplace – or even by our own sales force. It takes a while for any new idea – whether it’s Galileo’s or ours – to get accepted. We are faced with the same situation Galileo had.”

			– Larry Ellison

			In spite of all that, however, the majority of the publicity Larry Ellison receives revolves around his lifestyle, and the excesses therein. Ellison has become firmly entrenched as one of the leading lights of Silicon Valley where he has lived since his early twenties. He is famous for many different things:

			
					For building the biggest and most expensive home in Silicon Valley – a Japanese-style imperial villa on 23-acres of land (complete with ponds, hills, islands and more than 500 trees) which is reputed to have cost $80 to $100 million.

					For having some great toys – including ocean racing yachts, private planes, expensive cars and more.

					For being a multi-billionaire at or near the very top of the list of the richest people in the world put together by Forbes magazine each year.“Despite the ups and downs of the economy, Oracle Corp. seems to bump along, keeping its balance much better than many high-tech organizations, including its competitors. But then, the organization thrives on change. So does its founder and CEO, Larry Ellison. Indeed, Oracle’s success is attributed by many to Ellison’s unique talent to predict market demands before his competitors, sometimes ahead of the market itself. Consequently, investment managers refer to him as ‘the oracle of Oracle’. The term oracle originated in ancient Greece. It refers to someone of great knowledge or wisdom, a person to whom all others come for answers. In Silicon Valley, there is only one Oracle with a capital O, the $10 billion software developer, and only one oracle with a lowercase o, the oracle or idea man, Ellison. Actually, Ellison is better known for his prognostications of business trends and corporate opportunities for the software company than he is as its top executive.”
– Florence Stone
“We have a ludicrously unfair share of the world’s most demented dreamers, all gathered in Santa Clara County. The most demented of these is Larry Ellison. I think he’s just fabulous. He doesn’t have a single screw in place, and that puts him in damn good company.”
– Tom Peters
“What is Larry Ellison really like? I believe he’s the new millennium’s Barnum, a larger-than-life billionaire who enjoys the kind of life we all think we would want. He’s a man who early in his career sometimes humbugged customers with half-truths and empty promises but also built one of the largest software companies from scratch with a single idea, and in the public’s eye continues to create the ‘world’s greatest show’ because he has learned that it will get your attention – which also means Oracle will get your attention. There is very little difference between the Oracle with a capital O and the oracle with a lowercase o – you see, they are so interlinked that the man is the company, and the company is the product of a lifetime of proving to the world just how successful that man could be.”
– Florence Stone
“Larry Ellison has developed into a great manager and a great leader. Time and experience – good and bad – have erased managerial flaws, as happens with many of our best business leaders. Is Ellison an ‘oracle’? Yes, he not only has moments of ‘aha’, creative ideas that he has successfully taken to the marketplace, but also the ability to recognize good ideas and ensure their successful commercialization. But there is also another side to Larry Ellison. There is a P.T. Barnum side to Larry Ellison. He took on the marketing role when Oracle was first launched. He took on the marketing role after its 1990 accounting crisis. And while he has assumed a more hands-on role within the company over the past few years, he


			

			
			Key #1: Organize the company to reflect the drive, ambition and style of its CEO.

			
			
					With the look of success – from a futuristic corporate headquarters right through to a corporate dress code in which employees dress formally to make a good impression on anyone who may visit. (Oracle does not follow the business casual dress trends of many high tech companies).

					Which encourages long hours of work – and stresses the importance of being the first person at work each day and the last person to leave.

					Which rates and rewards each employee annually – with star employees (the top 10-percent) receiving bonuses exceeding their annual compensation packages. That encourages those with ability to set the pace, those who are average to work harder and those who receive no bonus to consider working somewhere else.

					Where people move around a lot – with on average 25-percent of the company being reassigned to different areas of responsibility every year.

					Where only the best and brightest are recruited – people with ambition and talent who jump at an opportunity to show those attributes in an intensely competitive internal environment. To be hired by Oracle, a job applicant must demonstrate:	A proven ability to communicate effectively.

	A high level of intelligence.

	A sense of humor.

	Compulsiveness about setting and achieving goals.




					Where new hire orientation takes a long time – three to six weeks in most cases while the new hires learn the values of the company and start building a network of internal contacts.

					Which is decentralized – being organized around five divisions each of which handle their own functions:	Sales

	Product development

	Education

	Consulting

	Support services – Finance and administration




			

			Key #2: Make “crushing the competition” more than a marketing slogan.

			
			
			
					Picking the right target company and then developing a marketing campaign which is focused like a laser – by identifying the competitor’s shortcomings and making sure sales representatives bring out those problems whenever they talk with customers.

					Always waging battles on terms that are important to customers – performance, cost, reliability, ease of use, vendor support and so on.

					Being willing to use “in your face” tactics – like trying to recruit a competitor’s top salespeople, using billboards outside a competitor’s offices and convincing partners not to cooperate with a competitor. Oracle is also liberal in developing slogans, like: “Always a bridesmaid, never a bride” or “Why bet your career on a product like that” to tag to a competitor’s product. Oracle even used a traveling billboard once which it parked in its rival’s parking lot with the slogan, “Gentlemen, start your snails”.

					Tracking the industry carefully – to identify:	New market entrants aspiring to steal market share.

	Mature companies with vulnerabilities to be exploited.

	Opportunities not yet recognized by other companies.




					Being willing to take on the “big boys” of the industry – as Ellison regularly goes head-to-head against Microsoft or IBM, especially in rapid growth markets like e-business.

			

			Key #3: Lock in clients for life and lock out the competition.

			
			
			
			
					Oracles’ sales force – typically targets the chief information officers or higher corporate officers of a customer. Therefore, Oracle hires sales executives who are strategy-focused and who are comfortable talking to people at this level. Oracle makes it a point to sell at as high a level as possible – preferably to individuals with the authority to sign off on an enterprise wide database solution. In addition:	Oracle offers perpetual licenses that are only one-third more than the cost of a four-year license encouraging customers to stay indefinitely.

	Oracle creates special events to build relationships and to let the salespeople get to know the decision makers in targeted new customers. These events include a worldwide conference with product developers and one-on-one meetings with Larry Ellison.

	Oracle has a highly active users group (funded by the company) featuring live and online meetings where users can exchange ideas and learn about upcoming products.




					Oracles’ sales support system – means there are experienced field support engineers in each office along with sales personnel. That means any customer having problems with installing an Oracle product can have immediate access by phone to an engineer who knows how to fix the problem. This also means the engineers can alert the sales representative when an upgrade is required. As Oracle has expanded beyond its core database program and into its e-business suite of applications, more and more support functions are being carried out via the Web.

					e-Consulting – consists of more than 12,500 consultants based in 50 countries who can provide round-the-clock support and assistance. These consultants have expertise in how to integrate the use of the Internet into the way a business operates. Consultants also act as advisers, coaches, teachers and mentors as companies venture into the brave new world of e-commerce. They can provide technical assistance, alerts of support issues and all kinds of other specialized help and assistance tailored to the individual needs of each customer. Customers who visit Oracle’s support Web site can obtain:	Answers to their questions.

	Alerts of potential problems before they arise.

	Downloads of new solutions.

	Information of pending upgrades and new products.

	Access to a knowledge base of information.

	Individual help.




					Customer educational programs – are delivered by Oracle University and Oracle Learning Network:	Oracle University (founded in 1999) has 2,500 employees in 150 countries, 750 instructors and offers more than 400 different courses on Oracle technology, education in general and strategic business issues. By 2003, Oracle University will be generating in excess of $1.2 billion from fees and other charges.

	Oracle Learning Network is a subscription based online education resource. Subscribers pay $1,500 per year for unlimited access to a Web site which has new material added to it every 4- to 6-hours. Oracle learning Network is designed to act as a continuing education resource for people who need to keep their technical skills and proficiencies at a high level. By 2003, Oracle projects the Oracle Learning Network will generate more than $200 million in annual revenues.




			

			Key #4: Product development – Look beyond today to the needs of tomorrow.

			
			
					It’s always difficult to forecast accurately how long a software development project will take.

					Customer needs are sometimes difficult to articulate and these needs change rapidly as customer preferences evolve and as new technology becomes available.

					Competitors may release products with features customers like – meaning they will need to be emulated in the next upgrade of your own software.

					With computer software, one design flaw in an obscure part of the package can have numerous flow-on effects, some of them potentially serious.

					Changes in hardware may necessitate changes in the software to accommodate them.

					There is always a demand to move quickly and get to the marketplace before a competitor – even if you’re already working to an overly optimistic timeframe.

					As new people are added to the project in an effort to make the due date, they won’t be up to speed with other aspects of the project and therefore they may inadvertently introduce more errors that will need to be fixed.

					During the course of the project, the managers may keep asking for more features to be included. Had you known that right at the outset, you would have done the early work a little differently.

			

			
			
					Has a seamless product strategy – where the next release (18-months away) is already under development before any new version is released to the marketplace. That way, Oracle keeps the product in synch with what customers want.

					Is very good at prioritizing – and developing action plans to meet publicly announced targets and deadlines.

					Anticipates what customers will want in the future – and develops the derivative products and other applications customers will want to run with their database software. (In 1995, applications and services generated $700 million in revenues for Oracle).

					Gathers good market information – through focus groups, meetings with customers and an annual extravaganza where new products are released. Oracle also gathers customer information from its Web site.

					Has a sense of its customer needs – and makes certain every new product adds strategic value for customers. For example, Oracle software runs on all computers so customers don’t have to buy new hardware to run it.

					Creates a new business unit whenever it enters new markets – allowing the existing business units to remain focused on their core business while at the same time ensuring there are dedicated staff who are focused on making the new business initiative a success for the company.

					Designs products that are fault tolerant – for example, requiring the correct sequence of steps to be followed to change data in a database, otherwise the data remains in its original state. This means inadvertent changes to data cannot be made.

					Hires the best people it can find – especially for Oracle’s core software development groups.

					Keeps its most successful teams intact and focused – by rewarding team members exceptionally well (with management attention and financial incentives) and by encouraging the core teams to stay onboard for the development of the next generation product.

					Implements good quality assurance programs – incorporating beta tests with real customers and other ideas.

					Releases new products as early as feasible – and then fine-tunes the product and enhances it over successive versions of the product.

					Provides everyone in the organization with information about what the company is doing – so they don’t have to read in the press the new developments. All Oracle internal information is posted with a release date and the entire company knows when a team has delivered a product on time.

			

			
			The Future #1: The company has learned how to handle crises and missteps.

			
			
			
			
			
					Until 1990, Oracle’s revenues had grown at 100-percent annually. In an attempt to sustain that rate of growth, the sales staff started recording revenue for conditional sales – product not yet delivered. When the company acknowledged its problems, 19 shareholders filed a class action lawsuit against it. The market price of Oracle stock fell from $30 to $5.50. Oracle seemed on the brink of insolvency, and Ellison moved quickly to save the company by:	Ordering a 10-percent cut in staff.

	Settling the lawsuit for $24.1 million.

	Bringing in a new chief financial officer.

	Hiring a new sales manager.

	Introducing new internal restraints on spending.

	Developing an improved sales tracking mechanism.

	Introducing a better product testing process.




					From the mid-1990s onwards, Ellison has also moved Oracle beyond being a one-product company. For example, he pioneered the idea of a “network computer” to replace the industry standard personal computer. This new information appliance would run Oracle-supplied software direct from the Internet and would need no hard disk or floppy disk. The idea never took off because Oracle was not geared up to execute, and the lowering of the cost of personal computers preempted this idea somewhat.

			

			
			
			
			
			
			The Future #2: Oracle is moving aggressively to integrate the Web into the way it does business.

			
			
			
			
			
			
			
			
			
			
					Globalized its business – creating data silos that everyone can access via a Web browser rather than having each country store data in its own database.

					Put sales, marketing and service support onto the Internet – empowering customers to do everything for themselves rather than wait for external assistance.

					Phased out all client/server software – and moved everything to being Internet based and accessed.

					Let loose e-teams – which work on critical parts of transforming Oracle into an e-commerce company.

					Offered customers one-stop shopping on the Oracle Web site – where they can request information, purchase software, subscribe for online training, get support, talk with a live person or do any number of other things.

					Aligned all of Oracle’s corporate strategies with the applicable e-business strategies.

					Been consistent and well led through this transition.

			

			The Future #3: Oracle will take maximum advantage of the high profile of its CEO.

			
			
			
			
			
			
			
			
			
			
			
			The Future #4: Oracle will look to change and evolve as the software industry changes.

			
			
					The software industry as it now exists will vanish and be replaced by a service industry.

					People will no longer purchase and maintain their own computer systems but will purchase business automation capabilities over the Internet.

					Oracle will host applications for customers, alleviating them of the headaches associated with managing software and hardware.

					The customer base for Internet delivered business applications will grow quickly as more companies gain an Internet presence.

					Oracle will host customer’s Web sites and assume responsibility for integrating the Web site into the way the customer does business.

					Oracle will also start a number of subsidiary companies to pursue business opportunities in other fields – wireless technology, market exchanges, etc.

					Intercompany integration will become a reality – companies will integrate their own business systems very closely with those of suppliers, partners and customers.

					There will be a major trend towards automated processes and trade – computers will handle many of the transactions that previously have been handled by humans.
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