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This book is dedicated to the businessmen and -women whose remarkable stories and achievements are revealed in its pages and to the people who allowed me the privilege of leading them on a fascinating and humbling yearlong journey of discovery.




INTRODUCTION




Productivity—What’s It All About?

It’s about maintaining output while decreasing input. Or, better still, increasing output while decreasing input. Bottom line: getting more done with the same or less!

Efficiency and productivity have always fascinated me—as they must anyone in business. But each time I tried tackling a book on the subject, I was either bored to death by all the charts, tables, half-page-long, small-type footnotes—big yawn—or cowed by the esoteric, highbrow academic nature of the subject and all the explanations of macroeconomics, percentage shares of this and that, proposed pro forma operational cost measures—nap time—and references to cross-company processing. All the math and jargon made my hair hurt.

Why wasn’t there a book about how the most efficient and productive companies got that way, with lessons that anyone or any company could follow?

Once I made the decision to fill that gap, the mission became obvious: identify some of the most productive companies in the world, dig deep inside, learn what they do differently from and better than their less productive rivals and then describe the lessons learned, in a way that other businesspeople could easily understand and implement.




The Search Begins

I began by assembling a team of enthusiastic researchers (including recent graduates of Princeton, Stanford and Berkeley) and setting them and me the task of examining thousands of companies around the world with no preconceived criteria in mind. The team members would simply keep open eyes and minds as we searched tens of thousands of databases, public records, financial reports, archived stories and previously published articles. We would identify those companies where even a hint of efficiency, thrift or productivity was noted.

Over a matter of months we developed a prospective list of eighty companies with performances that were far better than those of others. We made our selections after examining, considering, discussing and discarding thousands as being “same old, same old.”

Then the researchers spent weeks studying a group of the companies assigned to them individually, eventually presenting their best arguments to the entire team for each business they thought should be considered for further research and inclusion in the book. The team members knew that questioning would be incisive and their answers had to be precise. We were determined to be tough on each other. The intensity built and the researchers treated the project as seriously as an adventure in survival—intellectual survival, but survival nonetheless.

Throughout this process, the criteria for being included slowly developed and were refined as the vetting process continued. Did a company’s sales per employee exceed the average for the industry category? If not, the group argued, it would be hard to present a case for productivity. Did the firm’s return on invested capital exceed or lead the field for its respective business category or group? What about profits? Unless a firm’s profit per employee was superior to its competitors’, it’d be tough building a case for world-class productivity. Had they done something—anything—that made them more  productive than their peers? If they were not deemed outstanding, they were dumped.

Soon another criterion—an offbeat one—began to surface.

“Ugh, what a boring company,” said one of the researchers. “Who in the heck would want to read about that outfit?”

I began to wonder if “sex appeal” should be a selection criterion. If a company didn’t have some kind of sparkle, the reader would be much less likely to respond to the story, no matter how valid the ideas. The research, interviewing and writing might grow into a tedious chore instead of an adventure, and I’d be hard put to convince the reader to care. So if this book were to become a page-turner, style and attractiveness of the companies would have to count in the selection process.

And since we wouldn’t be naming and defending the selected companies as the onlv productive companies in the world, we would be free to choose the ones that made the most exciting reading. Our list would include about ten of the most productive businesses on the planet—ones we fervently believed possessed lessons that could be used by other people in business.

So after all the musing and sifting, what were the criteria we finally settled on as the standards for judging productivity? What are the measures that show whether a company and its employees are outperforming the rest of the pack in the areas that truly matter?




What Makes a Productive Company—the Criteria

Here’s our list of criteria for selecting the companies included in the book:■ Revenue Per Employee This measure—arrived at by dividing total sales by the number of employees—speaks volumes about a company’s ability to efficiently  market and sell its goods. (One company on our initial list, the hot Spanish fashion retailer Zara, gets a lot of great press, but generates only $100,000 in annual sales per employee, while the average fashion retailer generates $302,000. It simply didn’t measure up.)

We also became aware of a ploy some companies use to inflate their sales per employee numbers. They fire employees and rehire them or others as a contracted workforce. It looks good on paper but it didn’t get past us. We counted the workforce numbers of all the companies we eventually profiled to make certain they were accurate and we tallied part-time employees and proportionately counted them as full-time equivalents.


■ Return on Equity and Return on Assets The percentage return on a company’s net worth for a given period tells shareholders how effectively capital is being employed. For example, if a company’s net worth (assets less liabilities) is $5 million and they earn $1 million in a year, their annual return on equity is 20 percent.

During our research, we analyzed many companies that earned substantial profits and provided competitive returns on their stockholders’ equity. But some of the returns on equity we unearthed were mammoth by comparison to industry or business averages, indicating that these companies are far superior to their rivals in either their efficiencies or their productivity.

Similarly we reviewed a company’s return on assets and only the top performers made our final list.


■ Operating Income Per Employee When comparing companies, net profit numbers can be misleading: they’re affected by differing national tax rates and often include a myriad of one-time charges or credits that may not be a reflection of actual income from operations. So we decided instead to use income from operations divided by the number of full-time, or full-time equivalent, employees, which seems a much better indication of a company’s productivity.

This criterion gives an edge to companies that pay their workers poorly, are notoriously cheap or beat up their suppliers on a regular basis. While this book is about doing more with less and not about being nice or winning popularity contests, we also believe the marketplace is ultimately fair, rewards value and punishes bad operators. We required our chosen companies to have proven themselves by having been in business for ten years or more, which should mean we got rid of the chiselers.





And then we identified two other criteria that lean to the emotional rather than the intellectual:■ Has the company been overexposed? Three companies—Nokia, Southwest Airlines and Harley-Davidson—made our final cut but were not the subject of extensive in-depth research by our team. This way we walk on largely untrampled ground and avoid focusing on businesses that have been widely written about.


■ Might this company pull an Enron? In light of the spectacular collapse of Enron, which went from being America’s high-flying seventh-largest company into the Dumpster in a matter of months, we were eager to avoid Tom Peters’s embarrassment when a number of excellent companies sagged badly soon after publication of In Search of Excellence.





So, based on all the other criteria, a tentative final list of companies was compiled and given to a team of CPAs with the admonition to look at the companies’ public data, take it apart, put it back  together again and provide as much assurance as possible that each of the companies was strong and likely to endure.




The Survivors Are ...

We ended up with a surprising mix of companies.

■ A European airline that outperforms Southwest Airlines by every standard of measurement.
■ A manufacturing company that managed to increase productivity 1 percent a month for seven years, tripled sales without increasing staff and slashed the production cycle for a piece of equipment from five weeks to eleven hours.
■ A chain of discount stores in New Zealand and Australia that puts twice as much profit per sales dollar to the bottom line as Wal-Mart and nearly doubles Wal-Mart’s return on equity.
■ A steelmaker that has slashed the length of time it takes to produce a ton of steel by more than 90 percent, has never had a layoff, pays its workers 30 to 40 percent more than the industry average and has still turned in 132 consecutive quarters of profitability in an industry where twenty of its competitors have gone bankrupt within the past three years.
■ A company in America’s Midwest founded with a debt-to-equity ratio of 89 to 1, whose chances for survival were slim to none. Today the company grows 15 percent every year, in good times and bad, and credits its success to the financial statement that’s posted on huge white boards in the cafeterias. Everyone in the company—even the factory workers—can read a P&L and a balance sheet, and all attend weekly meetings to review every line of the statements including the balance in the bank.
■ A furniture retailer based in Sweden and Denmark that achieves annual profits per employee of an astounding one hundred thousand dollars—twenty-five times the industry average-and whose frugal owner shops at the produce market late in the day when the prices are cheaper even though he’s worth $30 billion. He says, “It’s about staying close to the common man.”
■ A financial institution that generates a staggering $762,000 per employee per year, where not a penny is wasted on the trappings of power and general and administrative expenses are half those of other banks. Led by a feisty couple in their early seventies, this bank won’t even talk to salespeople no matter what they’re selling, because it takes up valuable time. “Submit everything in writing, please.”
■ A trucking company that sat perched on the edge of the grave only five years ago and has reinvented itself as an efficient leader in transportation solutions. It’s a fascinating story of how the top executives had to leave before great things could happen.




The Field Research

Some people who head highly productive companies are afraid their competitive advantage might disappear if their rivals learn about and copy what they do. Gaining access to a few of them was one of the toughest tasks I’ve faced.

Others, however, greeted with open arms the chance to be part of the book and cooperated in every way possible.

I spent a lot of time wondering why some were so secretive and others so welcoming. Then late one night, on a bumpy airplane ride in a small plane across America’s Midwest, the simple answer occurred to me: some companies had dirty little secrets they didn’t want seen in the light of day.

The CEOs who had genuinely mastered productivity were, without exception, cooperative and open. CEOs with something to hide were not. We aggressively pursued every company, even those where  gaining admittance was difficult, but in each instance where we had to fight very hard to get in the door, our efforts proved less than fruitful. In the case of a highly lauded chain of women’s fashion retailers we discovered they produced their goods in poor Central American nations for twenty-five cents an hour, slapped MADE IN

MEXICO labels on them and smuggled them into the United States under the banner of NAFTA. We knew what we’d find if we picked away at that scab any further. In the case of a computer manufacturer that claims $1 million per year per employee in revenue we eventually discovered they didn’t count more than 70 percent of their workers as employees but instead as contract labor, which grossly distorted their numbers. And eventually we abandoned our research of a grocery chain when it became clear the company had an institutionalized policy of discrimination against women in the management ranks. This was to be a study about productivity, not dinosaurs and fossils.

Rather than drop from our list the one company where our access to the CEO was limited to an exchange of faxes, we relied on solid research, the public record and interviews with employees, customers, vendors, suppliers and former executives.




Our Ambition and Wish

I passionately believe that the lessons the research team and I learned from these companies will prove that Less Is More and show you how to become more efficient and productive in your business and your life.

Enjoy the read. I strongly encourage you to use the lessons that you will learn and put them into practice as fast as you can!




FOCUS
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1

A Simple BIG Objective

In the absence of a simple BIG objective to act as a unifying force, no leader or manager can hope to make a company more productive.

-Bill Zollars, CEO. Yellow Freight

 

 

 

Before committing even one word to paper, as I led my research team to begin the initial work of identifying a group of the world’s most productive companies and figuring out how they do what they do, I’d have never guessed—not in a million years—what the theme would turn out to be for this opening chapter.

After all, the book was intended as a collection of the tactics employed by these firms to be more efficient than other businesses, proving the proposition that Less Is More. I’d imagined getting right into things with machine gun staccato ... bang, they do this, bang, bang, they do that, bang, bang, bang!

Then a big discovery went boom and got in the way of my plans. Here it is: In productive companies, the culture is the strategy.

As I crisscrossed the United States and traveled the world, hanging out with the customers, workers, managers and leaders of companies where less is more, a single indisputable fact kept confronting me:Unlike other companies, productive companies know the difference between tactics and strategy.

That difference is the foundation that allows them to stay focused  and build remarkable companies. They have institutionalized their strategy.





There’s a lot of bang, bang, bang stuff in the chapters to follow but, as a result of our exhaustive research, I’m convinced that a company will never become truly productive unless the management can learn to nail down the differences between strategy and tactics and allow the strategy to become the culture.




Strategy du Jour

If you keep your ears open on airplanes, at business meetings and in boardrooms, you’ll hear the word “strategy” tossed around so frequently as to render it meaningless. It seems everyone has a strategy for this, a strategy for that,a strategy for everything from dealing with the kids to buying a new laptop to handling the boss... and yep, one for being more productive. And how many people do you know who have climbed the corporate ladder because management (or human resources) identified them as “strategic thinkers”?

What’s even more alarming is the frequency with which companies discard one “strategy” for another in the name of being flexible. Grasping at tactic after tactic, trying this and trying that and incorrectly labeling everything they attempt as a “strategy,” most companies cloud the climate, confuse the troops and do the opposite of what it takes to be productive. Productive companies keep everything clear and simple—everything including strategy.

As I came to the end of my in-depth interviews with the CEOs of the companies covered in this book, I was struck by the fact that each shared this in common; the ownership of and fierce loyalty to a very simple big objective. The big objective was the strategy and it became the culture; everything else was tactics on how to achieve it.

All of these leaders vigorously prevent anyone from mucking up their drive for productivity with some strategy du jour or the latest alphabet-soup management theory.

Imagine for a moment the power of everyone in your organization—whether a ten-employee restaurant or a thirty-thousand-worker transportation company—knowing and striving to achieve a simple big objective.

While having everyone in a company share this simple BIG objective might seem to be simply common sense, as the age-old maxim goes, the most common thing about common sense ... is how uncommon it is.

So what are these strategies—these BIG objectives—that are held so firmly by the leaders of some of the most productive businesses in the world?




NOPE! It’s Not That Vision Thing Again

People who have survived the mission and vision thing give a knowing grin and agree that most of those grandiose statements are fit only to be framed on the wall of the reception area, put on the cover of the annual report and talked about with the head honcho to show you’re on the team. They definitely are not ideas anybody would actually try to carry out to get the job done better. Unfortunately, lofty mission and vision statements, like all the other empty promises too many companies make, have a rich history of not being worth squat.

The real grunt work involved in building a productive company doesn’t happen in the boardroom or executive offices; it’s done on the shop floor, in the offices, on the factory line, on the retail sales floor and in the field. The very people who have the ability to make a business more productive have “been there, seen that, done that” with the vision thing.




The Power of a Simple BIG Objective

One company that’s a poster child for productivity, Lantech, based in Louisville, Kentucky, discovered the need for a simple BIG objective the hard way.

The traditional means for a company to ready their product for shipment involve putting the individual units in boxes, putting lots of little boxes together to make a big box, then wrapping these big boxes in plastic sheeting and sending them through a heated tunnel to form a weatherproof shrink-wrap. When the big boxes come out of the tunnel, they’re stacked on a pallet for forklifting onto a truck or railcar.

During the U.S. energy crisis of the 1970s, Lantech founder and chairman Pat Lancaster came up with the idea of wrapping pallets of boxes tightly with strong plastic from a continuous roll. (Picture wrapping a rubber band around your fingers a number of times.) The process meant no more need for shrink-wrap heating, which translated into significant energy savings. Patenting this process and equipment designs, the company spent the 1980s making money hand over fist. Lantech was (excuse the pun) on a roll. Today it’s the world leader in stretch wrappers, palletizers and conveyor systems.

That’s the bright side of the story but there was a dark side, as well. By Lancaster’s admission the company wasn’t doing a very good job in a lot of areas. “Quality and customer service were poor, the factory was inefficient, but there was so much demand that we just kept doing things the same old way.”

Until one day in 1990. “After arguments all the way to the Supreme Court,” he says, “we lost our patent protection and overnight everything changed. We had to admit to ourselves that we’d been selling wheelbarrows and been pretty arrogant about it. All of a sudden everybody else could sell the same wheelbarrow. It  would no longer be enough to say we didn’t suck worse than our competition.”

Pat Lancaster realized in the dark of night and in the bright light of day that the company’s free ride had ended. Unless he could dramatically reduce inventories, improve product quality, deliver superior customer service and become more productive, the days of Lantech as a company were numbered.

During the next ten years, Lantech tripled sales without increasing staff, slashed the time it took to build a single machine from five weeks to eleven hours(!), and increased productivity 1 percent a month for the entire time period—all because of one man’s focus.

Pat Lancaster’s simple BIG objective was to become the most efficient and productive manufacturing plant on the planet and do things better than they’d ever been done.




What? A Company More Productive Than Wal-Mart? Where?

In 1982, New Zealander Stephen Tindall founded The Warehouse, a single-location discount store in Auckland. Fast-forward twenty years and you’ll find this publicly traded chain of two hundred stores across New Zealand and Australia outperforming America’s Wal-Mart in every metric of productivity. While Wal-Mart puts 3.3 pennies of each sales dollar to the bottom line, The Warehouse puts 6.6. And while Wal-Mart achieves a stunning 24 percent return on equity, The Warehouse smokes them with a killer 40 percent.

At first glance you might think the success of The Warehouse is about technology, but dig deeper and you’ll learn it all began and continues to exist because of a powerful simple BIG objective.

In 1982 Tindall, working for another department store, was on a buying trip to the United States and was accompanying a vendor on  a supply run to a suburban New Jersey shopping center. When he saw his first suburban discount store, a light went off and he rushed home to New Zealand to quit his job and open his own store.

He took his entire life savings of forty thousand dollars, rented a large old industrial-area warehouse—hence the name—and plopped down thirty thousand dollars of his start-up capital for two computerized checkout terminals. If you’re wondering, as I did, where he came up with the money to stock merchandise, you’ll understand why he needed the two terminals.

Tindall saw he wouldn’t have money for inventory so he went to all the companies he knew that had goods sitting in their own warehouses and offered a proposition. “Put your goods in my warehouse and I’ll sell them for you,” he pitched prospective vendors, arguing that the stuff wasn’t doing them any good sitting unsold where it was. Then, brandishing his computerized inventory and checkout system, he promised to pay them weekly for whatever he sold. The caveat was that if he didn’t sell it he could return it, eventually earning him the nickname “Sell-or-Return Stephen.”

“Since the day we opened the doors in our first store,” Tindall says, “this company has been an enterprise where people come first.” But when Tindall says the words, the needle on the B.S. meter doesn’t budge. You instinctively know he’s telling the truth and want to hear more.

“Look,” he continues, sounding a bit like a modern-day Robin Hood, “New Zealand, where we began, is a small island nation and much of what we sell has to be imported. As a result of manufacturers, manufacturers’ reps, importers and their agents all taking their markups, the New Zealand consumer was constantly getting screwed and people ended up paying far too much for the goods they purchased.”

He quickly showed he’d found a better way. “As soon as I’d proven that my concept for The Warehouse would work, I immediately  began applying for licenses to become a direct importer in as many categories as I was able. Do you know the thrill,” he asks, “of being able to sell a set of luggage for one-quarter of the department store’s price and still end up with a higher margin than theirs?” Tindall chuckles and says, “Now, that’s real fun.”

But Tindall becomes his most emphatic when he proclaims, “It’s not as much about selling merchandise as it is about empowering people and giving the common working person the same choices that the wealthy always had. That’s the reason this company exists!”

Today, with his billion-dollar personal fortune, Stephen Tindall can dress, drive and do as he pleases. And he does, with a seventeen-dollar sport watch because “I swim every day and it’s a great watch in the water,” driving a Volkswagen because “I really like the shape” and living in a modest house he and his wife bought years ago. “Why do we need more house?” he asks.

Originally, the research team had a hypothesis that people heading highly productive companies might be personally thrifty (or cheap) and that their abhorrence of waste was in some part responsible for the creation of efficient enterprises. That’s not what we found.

Instead, we found people who conduct their personal lives in harmony with the stated BIG objective. When I pushed Stephen Tindall on the issue of whether personal thrift is a precursor of productivity, he said, “I don’t think so.” But he added, “It would be pretty silly of me to run a company for the benefit of the common man and ask everyone around me to do the same if I weren’t one myself, don’t you think?”




“Thanks for Calling Yellow, Have a Nice Day”

When Bill Zollars was recruited from Ryder Trucks in the late nineties to become CEO of Yellow Freight, a Fortune 500 company, he found a troubled business that had stumbled badly since deregulation of the  trucking industry. What disturbed him most was discovering that the company was very inwardly focused and had no measurements of customer satisfaction. Seeing that the company was coming off three years of extremely poor performances made worse by a strike and losses, Zollars recognized he would need to operate in turnaround mode.

Like Lantech, Yellow Freight had been buffeted by government regulation. Zollars recalls that in the regulated environment where Yellow had prospered, companies never had to worry about strategies or customers. “If you needed more money, you just sent out a letter that said, ‘Hey, I need a price increase,’ and you got it. The business had become completely commoditized and the company that got the business was the last one in with a load of doughnuts or free tickets to a ballgame.”

The effects of deregulation were entirely predictable, Zollars says. Lots of new people came in with great ideas, they opened new companies and raised the bar, so that many of the existing businesses couldn’t compete and eventually went bust. Industry analysts, he says, were forecasting Yellow Freight’s eventual demise. “The question I got asked most frequently when I got here,” Zollars told me with a grin, “was whether we’d be around in a couple of years.”

So what had Zollars spotted as clues he could use to keep that from happening? From his early days at the company, he noticed, “When people would ask someone who worked for Yellow what the company did, they’d respond by saying it was in the long-haul LTL trucking business.” (LTL, or less than truckload, describes a carrier that specializes in shipments under a certain weight, combining shipments from several customers to make up each full truckload.)

Even today, Zollars fumes as he remembers. “Where’s the pride and potential in being in the long-haul LTL trucking business? Not only are you putting yourself in a box, you’re putting yourself in a really little box.”

His answer to the many dilemmas facing the company was a strategy, a simple BIG objective. “We are not in the long-haul LTL trucking business,” he commanded. Contrasting Yellow with two major competitors, he told his people, “We’re going to get out of the trucking business and into the service business. And from now on, instead of wasting our time comparing ourselves to Roadway and Consolidated Freight, we’re going to compare ourselves to Starbucks.”

Starbucks! That’s picking a successful model to emulate.

You’ve probably heard the remark that if the railroad companies had understood they weren’t in the rail business but in the business of transporting people and goods, the airlines today would have names like Union Pacific or Santa Fe. Zollars instinctively understood the distinction.

Today he argues that until you get the “people thing” right, no amount of technology can make you more productive. “Look,” he says, “we spend as much as eighty million dollars annually on technology, but it won’t do a damn bit of good and make us more productive if the people using it don’t get it.

“During my first week on the job,” he told me, “I went to one of our state-of-the-art customer service centers in Des Moines, Iowa, and spent a day listening in on phone calls from our customers.” With a knowing wink, he added, “You know darn well they put me with our best customer service people, not a newbie or an old crank.”

What he heard made his ears burn. “A customer called and said he had a shipment that had to get from Chicago to Atlanta in two days. And our customer service person tells him we can get it there in three days. The customer repeats, ‘No, I really need it there in two days,’ and our customer service rep says again, ‘We can get it there in three days.’ Finally the customer says, ‘Okay, I’ll call someone else,’ and our agent says, ‘Okay, thanks for calling Yellow and letting us serve you. Have a nice day.’”

Zollars’s comment: “Imagine a ‘Thanks for letting us serve you,’ when the agent had just sent the customer to our competition!”

Here’s the way he saw the picture: “The entire mind-set of this company was, ‘Here’s what we do ... if you want it, fine ... if you don’t, that’s fine, too.’ No one ever asked a customer what he or she wanted or needed. How can you ever hope to become productive until you get people on your side?” he asks.

Zollars’s simple BIG objective was to get Yellow out of the trucking business and into the service business.




The Great Game of Business

Jack Stack is the CEO of SRC Holdings. Twenty years ago, as a young production whiz for International Harvester, he was sent to Missouri to run Springfield Remanufacturing Corporation, a business unit that rebuilt dirty broken-down engines into like-brand-new and sold them for 60 percent of the cost of a new one.

While Stack was turning around the facility and making it profitable, parent company Harvester was harvesting themselves into a deep mess, eventually trying to recover from owing the banks billions by chucking assets and laying off tens of thousands of people—in time eliminating more than 100,000 workers out of 115,000.

During that huge, gory bloodletting, workers would come to Stack and say, “What should I do?” “Should I buy a new car?” “Should I get married?” “Will I have a job?”

Finally, Stack responded to the pain of his people. Deciding, “This is bullshit,” he went to them and said, “Look, don’t buy the new car and don’t get married. One of three things is going to happen. Harvester can sell us, they can close us or we’ll all die a slow death from them not being able to supply our capital needs.”

But Stack also offered hope in one other possibility·. “I went  around and asked people if we should try to buy the company from Harvester. I kept waiting for someone to say no. Nobody did and so we made an offer.”

At the time, Stack’s total net worth was $28,000 and he needed to raise $9 million. Banding together with a dozen other managers in the company, he was able to scrape together $100,000 for the down payment on a $9 million purchase. Then Stack embarked on a grueling, two-year search for financing that changed his life.

“I was out there looking for this huge pile of money and the bankers had me jumping through hoops and learning a new vocabulary,” he remembers. “All of a sudden, out of nowhere, came things like equity ratios, liquidity ratios, debt financing and bonds. I’d always thought you kept the accountants and finance people in the back room and they did whatever they wanted with the numbers. The more I got into it, the more I loved it and thought, ‘Wow, all this stuff with the numbers is great, it’s a really neat system.’”

This led him to the conclusion that “the only way to win is by performance.”

During Stack’s time in the field, two things happened. “First,” he says, “I was like a kid in a candy store. I loved learning about business. It got so that I could write and rewrite business plans in the back of a taxicab between pitches to bankers.”

But during his search for financing, Stack also got mad. “I was completely angry with the company I’d worked for, for fourteen years. During my entire time with them, they’d never taught me business and never asked me to make money or generate cash. I could manufacture whatever they wanted me to make. I could build engines. I could make fifty-ton trucks. But I didn’t know a darn thing about making money.”

On February 1, 1983, when Stack and his co-owners got their factory, they had $100,000 in equity and $8.9 million in debt. His first order of business was to gather all three hundred workers together in  a lunchroom and tell them that although they had jobs for the moment, the company was essentially comatose.

He explained to them that at a debt to equity ratio of 89 to 1, the company was brain-dead, but that if they were able to turn that number upside down and have 89 times more equity than debt, that was where real wealth would he found.

“I was so excited by what I’d learned that I wanted to share it with everyone,” Stack recalls. “I knew cash-flow statements, income statements, balance sheets, I’d learned the lingo of the venture capitalists, the commercial bankers and the angel capitalists.”

What he’d learned, he would share. “That day I made a promise to teach business to every worker in the company.”

The factory workers, the managers and even the other executives were all as much in the dark about business as Stack had been. “We’d all thought it was about building great products, that it was only about delivery, quality, service and housekeeping—but along the way we’d missed the boat. We’d been kept in a jungle of making stuff but had never been allowed to see the big picture.”

Stack made good on his promise to teach everyone business, with steps that include calling the whole company together weekly for a detailed update on the firm’s profit and loss statement and balance sheet. Today a visit to any SRC facility starts in the lunchroom where an entire wall details the company’s financial statement including how much money they have in the bank. As you walk the factory floor engaging people in conversation, you find workers who are as comfortable talking price-equity as pistons, cash flows as cylinders.

SRC Holdings has become a widely diversified manufacturing holding company that grows 15 percent per year in good times and bad, whose twenty-two plants are involved in fifteen different manufacturing operations. With revenues greater than $200 million annually, the company handily beats their competitors on all the productivity  metrics-revenue per employee, operating income per employee and return on invested capital.

Stack’s simple BIG objective was to teach everyone the rules of business and then turn it into a game where everybody has a clear awareness of how his work impacts the numbers.




A Furniture Dealer’s Testament

Imagine being worth a reported $30 billion and counting every penny like it was your last. Welcome to the world of Ingvar Kamprad, the founder of Swedish furniture retailer IKEA. His original simple business proposition was to bring affordable, well-designed furniture to the masses, people he refers to as the “many.” And he’s doing it with stunning success.

Kamprad’s dedication and focus to IKEA’s BIG objective manifested itself in a document he wrote in December 1976, entitled A Furniture Dealer’s Testament. In it, he stated that “All nations and societies in both the East and the West spend a disproportionate amount of their resources on satisfying a minority of the population. In our line of business, for example, far too many of the fine designs and new ideas are reserved for a small circle of the affluent.” Kamprad’s business objective for IKEA grew out of that simple observation.

Like The Warehouse’s Tindall, Ingvar Kamprad is a man of the people. His idea of a luxury vacation is riding his bike. He refuses to fly first class and, even though retired, he still visits IKEA stores to keep a feel for where the business really happens: in the store. Today, the world’s only global furniture brand achieves sales per employee sales 50 percent greater than the industry average.

The son of farmers in northern Sweden, Kamprad had a modest upbringing. While in his teens he started importing small items like ballpoint pens and selling them for a modest profit. Tired of wasting  money on middlemen to import, distribute and handle his goods, he eventually decided to import
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