


into a small-capitahation/growth manager. Clearly, 
such a change is a breach of the agreement, and it 
may well have a negative impact on the fund because 
the role the client designated this manager to play 
has been abandoned. 

Similarly, the client should not change the man- 
ager's role. If the client decides the current 
approach is no longer appropriate, the incumbent 
manager might be asked to provide an alternative. 
This approach is risky for the client, however, 
because the manager might not have the expertise 
to fill the new role. 

A critical challenge to manager and client com- 
mitment to the investment approach comes during 
the inevitable periods when the particular approach 
is "out of phase." At such times, it is essential that 
both partners stay with the approach; assuming that 
returns revert to the mean, this phase will be fol- 
lowed by a period of very attractive retums to the 
chosen investment approach. Willingness to stay 

dangerous manager is one who cannot explain 
good or poor performance. Managers must under- 
stand that an important part of their job is to help 
the foundation/endowment fund staff communi- 
cate performance and other information to the 
investment committee. 

Managers as Extended Staff 
Many foundations/endowments are under- 

staffed, so managers can be helpful to these organi- 
zations in ways beyond delivering performance. 
The potential services vary with each situation but 
generally include asset allocation, budgeting, eco- 
nomic information, and investment policy. 

The client must decide which managers have 
the repertoire of information, willingness, and slull 
to serve as extended staff. Equally important, each 
management firm should decide whether the firm 
can/should provide those services. 

with the approach during difficult periods has a 
great deal to do with the investment acumen of the The Committee 
partners and each partner's confidence in the other. The investment committee is the ultimate client. 

The committee is a very important, albeit somewhat 
unpredictable, part of the process. 

Run a Good Business endowment/foundation staff 
most effective way to communicate with the com- 

The client-manager partnership is like playing ten- mittee, and the best approach is for the manager and 
nis: The game is more enjoyable and better, for both staff to work together on this vital task. 
sides, if both-as professionals-are at a similar 
skill level. Providing lead time for the other side to Because foundation/endowment investment 

prepare for meetings or take actions is an important meet and the members are 

part of a successful partnership. Such lead time is the manager begin each 

particularly important when shifts in assets are con- meeting e x ~ z i c i t z ~  reminding the the 
cemed; providing the manager time to carefully manager's and "Our is . . ." 
execute a shift ultimately benefits the client. or "You hired us to . . ." In addition, the manager 

Ethical and professional behavior on one side remind the of the agreed-u~On 

often spills over to the other. If the client (manager) target return Or and time horizon. 

is late for meetings, is ill prepared, does not under- A good committee has strong leadership, conti- 
stand the investment objectives/approach, or can- nuity, and a disciplined culture and process-the 
not explain them, the relationship will sour. same attributes clients look for in a money manage- 

ment firm. A committee tends to be more emotional 
than its individual members; therefore, a disci- 

Communicate and Work Together plined committee culture and a focus on the long- 
term plan are extremely important. The committee 

Effective ~0mmUnication is vital; without it, there will leadership has the responsibility to develop this 
be no relationship. The basic principles of good com- culture; the rnanagerJs responsibility is to under- 
munication are well known: State complicated issues stand this culture and work it. 
in their simplest form and develop the conversation 
from there. Clear, candid, and honest presentations 
and responses are good forms of communication that ~ i ~ ~ l  ~~t~ 
build confidence. Lack of confidence wdl result in a 
poor, if not terminated, relationshp. Like any relationship, the client-manager partner- - - 

Avoiding surprises is another good principle, ship requires trust, mutual understanding, a common 
particularly with regard to performance. The most purpose, honesty, humility-and a sense of humor. 
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