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Fairlawn Mine!

“Is everyone in favor of appointing Mr. Hugh Socrates as the next General Manager
(GM) of Fairlawn Mine? Hearing no objections, Mr. Socrates is our unanimous choice as
the next General Manager of Fairlawn Mine,” thus declared the Chairman-of-the-Board
of International Mines Limited. For the first time in its long history, International Mines
nominated a Rhodes Scholar to run one of its mines.

THE NEW GENERAL MANAGER OF FAIRLAWN MINE

Hugh R. Socrates was somewhat of a renaissance man in the mining industry, becoming
that way in spite of the stigma attached to his family name. Hugh graduated first in his
class at the University of New South Wales (UNSW) in mining engineering. During his
years at UNSW, he took the school’s soccer team to four consecutive national college
championships. His scholarship, sports accomplishments, and university service earned
him a Rhodes scholarship. As a Rhodes Scholar he spent two years at Oxford studying
psychology and management; he then returned to Australia to work for International
Mines as a management trainee. Early in his career at International Mines, his boss’ boss
nominated him for the company’s “2+2+2” fast track career program. The ‘“2+2+2”
program took promising young staffers from headquarters and put them into mine

operations for six years (hence the name “2+2+2”). Each candidate spent two years at

! Dr. Roger Harvey, Dr. Stephen Clement, and Sir Roderick Carnegie prepared this case as a basis for
class discussion rather than to illustrate either effective or ineffective handling of a management situation.
This factious case is a compendium of actual events that occurred at several mines owned by a
multinational mining corporation.
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Page 1



each management level in a mine operation: 2-years as a Level 11 superintendent; 2-years
as a Level 111 unit manager; and 2-years as a Level 1V general manager. With the vote of
the Board, Hugh was moving from his position as unit manager at the Broken Arrow
Mine to general manager at the Fairlawn Mine. If he is successful after his two-years at
Fairlawn, he will move to a Level V position back at headquarters.

A CALL FROM THE CEO

Shortly after the call from the Chairman-of-the-Board, lan Leeder, CEO of International
Mines, phoned-up Hugh from his office in Melbourne. “First, congratulations on your
new position. But as both you and I learned at Oxford, dispense with the formalities
quickly and get down to business. So, let me get right to the point Hugh, things at
Fairlawn are bloody-well screwed-up. First of all, for the last two years the mine has
been loosing money — big money — and I think | know why. In his final year in the
“2+2+2” program, we had to fire your predecessor because of the way he managed the
mine. Management is an issue. Second, and not unrelated, productivity at the mine is the
lowest of all our mines; and if I’m reading our benchmarking reports correctly, among
the lowest of any mine in the world. Frontline productivity is an issue. Third, your
predecessor put in twelve layers of management — can you believe that — twelve layers.
So structure is a problem. Fourth, I’m a strong believer in team work. No team work at

Fairlawn. So leadership is an issue.”

“I could go on and on, but you’ve spent a week at Fairlawn so you know what I’m talking
about. I will say I’'m glad you had time with your predecessor ‘what’s his name’ before
he left; that should give you some insight into what we’re facing there. Let’s follow-up
your Fairlawn visit with a visit here at headquarters. Why don’t you fly down to

Melbourne on Monday and spend some time with me?”

Hugh accepted the invitation; he knew that he could learn a lot about managing by
spending a day with the CEO of International Mines. The last thing that Leeder said to
Hugh was “be prepared to ask lots of questions ... one way I’ve always judged a manager

is by the questions he or she asks.” Leeder’s parting comment was “your predecessor
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never asked me any questions and, for that matter, didn’t seem to have any answers

either. Now he’s gone and it’s your turn.”

Hugh said cheerio to Leeder and then thought to himself, “This is my chance to get a leg
up on my new job, so I don’t want to blow it.” Hugh knew that Leeder had been a
consultant with McKinsey & Company for 15 years, working in the United States and
Europe. While with McKinsey, he started the firm’s Australian practice in Melbourne,
later to become a Director of the Company. Like so many of the more highly qualified
McKinsey senior executives, Leeder left the consulting firm to accept a CEO position

with International Mines.

Hugh also knew that Leeder was known as an innovator in the practice of management.
Leeder was a proponent of and written articles on innovative subjects such as continuous
improvement (Cl) strategies and tactics; annual targeting of mine productivity (tons/per
employee hour); applying sound requisite organizational design principles theory to
organizational structure; sizing organizational units to facilitate face-to-face leadership
relative to recognizing your employees; using three level team-working to build vertical
cohesion teams for special projects, and applying “rough justice” as a principle for the

equitable distribution of resources in a company.

“Bloody Hell,” thought Hugh, “I don’t want to blow this chance. I need to start working

on questions for Mr. Leeder right now.”

THE FAIRLAWN MINE

“The Fairlawn Mine is located in the town of Tarago in the Southern Tablelands region
of New South Wales. Since exploration began in 1967, Fairlawn has produced
considerable wealth for International Mines, with the exception of several years during
which mineral prices were declining. The fully diluted ore treated at Fairlawn was
approximately 1.6% copper, 3.6% lead, 9.1% zinc, 0.5 grams/ton gold and 74 grams/ton
silver. Over its history, the Fairlawn Mine produced about 13.8 million tons of high grade

ore, of which 8 million tons were derived from the 200 meter deep open cut mine and just
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over 5 million tons from the underground operation. The operation milled ore at a rate of
around 500-600,000 tons per annum. Historically, the mine was known for its rich ore
bodies, and not for its productivity. Fortunately, the richness of its ore overcame the
poorness of its productivity.

The mine employed about 400 miners and operators, and benefited from the most modern
mining equipment available at the time. As was true in most mining towns like Tarago,
the cost-of-living was low and the miners were paid well. Jobs at the mine were sought-
after from workers as far away as Canberra, the capital of Australia. Those who worked
at the mine were highly motivated because of the compensation and benefits, and because
they knew there were other workers always ready to take their place. Although the
miners at Fairlawn were highly motivated and readily accepted new mining technology,
over time they became suspicious of management changes. New, young energetic
general managers seemed to come and go about every two years, each with his or her
agenda for “making things better.” In fact, the mine’s newsletter, The Fairlawn Digger,

just announced the newest general manager, Hugh R. Socrates.

THE FLIGHT FROM CANBERRA TO MELBOURNE

Hugh Socrates just finished a book by Dorothy Leeds, Smart Questions — The Essential
Strategy for Successful Managers, as he flew to Melbourne. Tomorrow he will meet with
CEO Leeder. He then opened his steno pad to the pages where he had written his
Fairlawn visit notes. Before he started to formulate questions for Leeder, he wanted to

refresh his memory on what he observed and heard during his visit ...

" 400 minersy and operators; 25 moanagers, 20
professionaly (e.g., engineers, accountonty, technicioans,
etc.), and 40 staff support people

" professionaly organiged into-their oww groupy (e.g.,
process engineers had their ownw department;
accouwntonty and bookkeepers their own department,
etc.)
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" engineeryespecially aloof ... seemed hung-up ovw new
equipment ... little time inthe mine ... loty of time inv
meetings with their group manager, the Director of
Engineering. Looks like atime management problem/

»  frontline effectiveness was measured interms of
productivity -- tons per man-howr

" productivity gaing over the past 4 -years were av little
wnder 2% avununally

" no-project teauns or task forces invthe last 2 -years

= spawv-of-control 4 -5 organigational unity

»  the maintenance unit seemed to-get the lousy jobs; lousy
equipment, and lowsy howry -- high turnover -- whiners

* finance people were traditional Aussie bean-counters

After reviewing the list, Hugh thought to himself, “This meeting is going to be tougher

than | thought. Hum, where should | start? What will be my first question?”

“Would you like another drink, Sir?” the flight attendant asked. “Make it tea,” Hugh
replied, “T have a lot of heavy thinking to do; I better forget the heavy drinking.”
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