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Being Little in a World of Too Big to
Fails
by James Ramenda

A funny thing happened when the press, regulators, politicians, etc.,

discovered the concept of systemic risk. They saw that really big

financial companies might well pose such risk and that certain

companies, for sure, were indeed "too big to fail." They responded with a

flurry of measures, including laws, regulations and forced restructurings.

The net effect of all of this, ironically, has been to increase the costs of

compliance and governance, giving still greater advantage to deep-

pocketed companies that still remain too big to fail. In short, the intent to

diffuse systemic risk has had the result of reinforcing the trend of big

companies getting bigger.

This is not necessarily entrepreneur-friendly. Big companies tend to hire

big companies. And a by-product of this trend is a noteworthy change in

how big companies deal with vendors, i.e., the rise of the procurement

professional. The procurement professional is not an expert in a given

functional area, per se, but serves to standardize the approach for

contracting services of all types, making sure that all legal, compliance

and governance provisions are addressed in accordance with company-

wide policies.

In the past, at least for professional services, this process was often

conducted at the level of the functional professional, i.e., the functional

area management would deal directly with the vendor, usually a small

consulting firm in the case of our section, then pass the terms of the
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arrangement onto the legal department. Although the procurement

person may not be a professional in the functional area under

consideration, they are professionals in the bidding and contracting

process and represent an increasingly important element of the sales

process for entrepreneurs.

To be sure, the formalization of procurement will add time and effort to

the sales cycle for entrepreneurs. It will also add complexity in managing

a new relationship. It must be managed along with other already existing

and perhaps long-cultivated relationships with management personnel.

The skills of the individuals will be different than those of the end users

of the entrepreneurs' services. Perhaps most important, and most

difficult for the entrepreneur, will be the standardization of a process in

which the entrepreneurs' advantages (initiative, innovative thinking,

flexibility, responsiveness, sales ability, etc.) will tend to give way to the

advantages of larger consulting firms (client lists consisting of other large

companies, world-wide presence, depth of staff, etc.).

In a world where too big to fail is encouraged, however unwittingly,

entrepreneurs must adapt. This means developing marketing strategies

and capabilities that deal effectively with both the end user of the

services and the procurement professionals and process, as well.

James Ramenda, FSA, CERA, is managing director of Northington

Partners, Inc. in Avon, Conn. He may be reached at jr@northington.net.

http://www.soa.org/library/newsletters/the-independent-consultant/2011/august/ind-2011-iss35.aspx#bottom
http://www.soa.org/library/newsletters/the-independent-consultant/2011/august/ind-2011-iss35.aspx#bottom
http://www.soa.org/library/newsletters/the-independent-consultant/2011/august/ind-2011-iss35.aspx#bottom
http://www.soa.org/library/newsletters/the-independent-consultant/2011/august/ind-2011-iss35.aspx#bottom2
http://www.soa.org/library/newsletters/the-independent-consultant/2011/august/ind-2011-iss35.aspx#bottom2
http://www.soa.org/library/newsletters/the-independent-consultant/2011/august/ind-2011-iss35.aspx#bottom2
http://www.soa.org/professional-interests/entrepreneurial-actuaries/leadership.aspx
http://www.soa.org/professional-interests/entrepreneurial-actuaries/leadership.aspx
mailto:brely@cvty.com
mailto:mweber@soa.org
mailto:jkirkwood@soa.org
mailto:smartz@soa.org
mailto:smartz@soa.org
http://www.soa.org/professional-interests/entrepreneurial-actuaries/ea-detail.aspx
http://www.soa.org/professional-interests/entrepreneurial-actuaries/ea-detail.aspx
http://www.soa.org/news-and-publications/newsletters/entrepreneurial-actuaries-formerly-scf/pub-the-independent-consultant-newsletter.aspx
http://www.soa.org/professional-interests/entrepreneurial-actuaries/ea-resource-center.aspx
http://www.soa.org/professional-interests/entrepreneurial-actuaries/ea-member-benefits.aspx
mailto:jr@northington.net



