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Sources

The source material for this presentation comes from:

* My 5th book, P.E.A.R.L., which includes a bibliography 

of 60+ books on success. 

* Success consulting with 30+ companies, including 

national and international work with True North 

Development, a Detroit-based global lean consultant.

* Battle grime from starting up and running successful 

construction, consulting, and software companies.

* Images are by the author or from the internet in 

accordance with Title 17, U.S. Code, U.S. Copyright 

Law, 1976.





Part 1

Winning and Profit:

Defining the Problem



What Is The Difference Between A Baseball Game 

and a Business Work Day?



With The Baseball Game...

There is a winner.

And there is a loser.

What about winners 

and losers in a 

business work day?



When there is a loser, there is NO winner.

The only way to win in business is to ensure that everyone involved wins.

This includes:

* The client and all of their people.

* The public.

* Our company.

* Every employee in our company

In Business...

Go through the above list of 4 and explain what happens when each loses.



What Does It Mean To ñWinò In Business?

ÅWhat is your definition?

Å Is your mindset locked in on 

whatôs not been working?

Åé or whatôs necessary to 

achieve it? 



What Is ñWinò In Business?

Here is my definition of Winning in Business: 

* Maximize profit. (The monetary element.)

* Enjoy each day. (The human element.)

To accomplish something, Steven Covey says, ñBegin with the end in 

mind.ò

In business at the end of the day, weôre after profit. And weôd like to have 

fun doing that. Getting there requires a reprogramming of thought.

ÅWhat is a paradigm?

ÅWhat is profit? (hint: 

donôt overthink this)

If the old way wasnôt working 

we must seriously embrace 

new thinking. A new 

paradigm. 



What is a Paradigm? éProfit?

par·a·digm  [óperᴅῄdǭm] noun

A typical example or pattern of something; a model.

"there is a new paradigm for public art in this countryñ

prof·it [óprof-it] noun

1. The monetary surplus left to a producer or employer after deducting 

wages, rent, cost of raw materials, etc.

2. Advantage; benefit; gain. 

In simple terms: 

Profit = Income ïExpenses.    

P=I-E

Why do we need profit? 



Why is Profit Needed?

Business is risky. Itôs stressful. We didnôt go into biz to be a non-profit company.

According to Statistic Brain Research Institute [1] the odds of a startup business 

succeeding are as follows: 

* Year 1 ï25% will fail.

* Year 3 ï44% will fail.

* Year 5 ï55% will fail.

* Year 10 ï71% will fail. IE, after ten years the odds of still being in biz is just 

29%. 

Profit is:

* A hedge against failure due to cash flow.

* A means to expand.

* A means of paying bonuses.

* NOT the bossô salary.

What is a reasonable profit goal 

(percentage of gross income) for 

most companies?



How Much Profit?

Most companies would be thrilled with 10% consistent profit.

IE, gross $100,000, keep $10,000 as profit. Yay!

Å Is ten percent a gimmie? IE, how 

thin is 10%? 

Å How easy is it to mess up and 

vaporize that 10%? 



Is 10% a Gimmie?

Year-in, year-out ten percent profit is darned hard to maintain:

ÅHumans (employees) make mistakes. Mistakes kill productivity and profit.

ÅHumans (management) operates poorly, inefficiently.

ÅMarkets constantly shift.

ÅRecessions happen.

ÅCompetitors are omnipresent and hungry.

* Which of the above 

can we actually control?

* Should an employee 

care whether or not their 

boss makes profit? 

Why? 



Why Should an Employee Care?

We can only control what happens in our shop: our people and our 

processes.

Iôve asked many real employees whether or not they care if the company 

makes profit. They care a lot:

* Job security

* Better salary

* Better benefits

* Better tools and equipment

* Better opportunity for promotion

* More and better parties!

If everyone is working 

toward the same goal, why 

is sustained profit so 

difficult?



A Little Probability Theory

An interesting aspect of business is that we 

give a price before the work is done. This 

applies to nearly every business:

* Restaurant.

* Retail.

* Construction.

* Consulting.

* Even with T&M work, we usually provide an 

upper limit.

In other words, we bet on an outcome. 

What do you think is the probability that a typical job of ours 

comes out like we assume? IE what is the probability that 

we bet correctly?



Probability Theory

* What are the chances of correctly guessing the 

toss of a coin?  Ans: 1/2, or 50%.

* ...guessing the toss of two coins before theyôre 

thrown? Ans: 1/2*1/2 = 0.5^2 = 1/4, or 25%

*... guessing the toss of three coins before theyôre 

thrown? Ans: (1/2)^3 = 0.5^3 = 1/8, or 12%

*... guessing the toss of 5 dice before theyôre 

thrown?  Ans: (1/6)^5 = 0.17^5 = 1/7776, or .01%

The point is that with each added variable, 

probability of success goes down exponentially.

What is the probability that a random employee will perform 

correctly over the course of a typical project?



Probability Theory

A company is made up of people and machines ïnone of which are 

perfect.

So there is an average ñSuccess Quotientò or SQ for our employees and 

machines. SQ = probability of success. We always strive for an SQ = 1.0

* What is the aggregate SQ for all of our employees?

* ... for our machines?



Probability Theory

Do you think our employeeôs average SQ is about 0.7? Is that too low? 

Too high?

Machines should do better, right?

Does 0.9 sound okay?

Assuming SQ of 0.7 for people and 0.9 for machines, what is the 

probability of success of a project involving 5 employees and 10 

machines?



Probability Theory

If we canôt bid any higher, how in the 

world do we compensate for this 

problem? 

If our people SQ is 0.7, the probability of all 5 people performing correctly is 

0.7^5 = 0.17, or 17%. 

If our machine SQ is 0.9, the probability of all 10 working correctly is 0.9^10 

= 0.35, or 35%.

The probability of the entire project going as bid is .17*.35 = 0.06, or 6%

You can see that in order to have a decent 

chance at profit, our SQ must be as close 

to 1.0 as humanly possible. For example, 

5 people with a 0.95 SQ on a job gives us 

0.95^5 = 0.77, or 77% chance of success. 

Still not great.



Raise that SQ. Be More Excellent!

The only way to fix the problem is to become better at what we do so 

that our average company SQ approaches 1.0.

Low SQer

Dude, be more 

excellent!

For sure we need to be more excellent. But thatôs much, much easier 

said than done.  Ideas?...



Letôs get serious about learning from experts. A few Iôve studied:

Be More Excellent ïStep 1, Get Help

Å Has anyone read any of these? Helpful?

Å Other great business books?



One of my favs is W. Edwards Deming. He is crystal clear 

that we need help: 

ñThe fact is that management can not learn by experience 

on the job what they must do to improve quality and 

productivity and the competitive position of the company. 

Nor can they learn it in school. In fact, anyone could pass 

with high marks all the regular courses offered in colleges 

and universities in business, statistics, and engineering, yet 

come off with not the faintest idea about how to improve 

quality, productivity, and competitive position.

ñTop management will require guidance from an 

experienced consultant.ò

Be More Excellent ïStep 1, Get Help

ÅHow does a company know if theyôre messing up?

ÅFrom where does a companyôs report card come?



Be More Excellent ïAsk, Listen, Hear

Deming tells us that a companyôs report card does not come from 

consultants, owners, or boards of directors. It comes from two places:

- Workers (internal, and external such as trades, suppliers)

- Customers 

Wait a minute. First he 

says we must get 

outside help, now he 

says our report card 

doesnôt come from 

outside consultants. 

Well then why should 

we spend money on a 

consultant?



Be More Excellent ïAsk, Listen, Hear

Employees and customers tell you THAT youôre messing up.

Consultants tell you WHY; and then HOW to fix it.

But keep listening to employees ïthey also can provide valuable WHY 

and HOW input.

Å How good are we at 

asking and 

listening to 

workers?

Åé. To customers?

ÅWhoôs responsibility 

is this?



Managementôs Ugly Baby

All cures to a companyôs woes must come from the top. 

Deming says: ñEighty-five percent of the problems in [a company] are the 

fault of management.ò 

I say itôs closer to 95%.

Å Do you agree?

ÅIf weôre not blaming management, who 

are we blaming?

ÅWhat should managementôs next step 

be in righting the ship?



Part 2

Leadership



Step 2 ïExcellent Leadership

If all cures come from the top, then it behooves us to have great people 

up there to get it done.

Å How much leadership 

training have we had?

Å Does being good at our 

trade automatically make 

us a good leader?

ÅWhat is great leadership 

(definition)?



Excellent Leadership

My nutshell definition of Leadership: 
Motivate others to want to do the task. 

A couple great leadership resources: Good to Great, Jim Collins. Or any 

book by John Maxwell ïheôs written over 70 almost all on leadership.

Å How about old school 

punishment techniques?

Å How about leading by example?



Excellent Leadership

Old school punishment / management used to be the norm but has been shown 

to be much less effective than reward methods. Honey is more motivating than 

vinegar.

Remember our goal is to motivate our troops to WANT to do the task. 

Punishment motivates revenge.

Being a great leader is hard work. And it can be lonely. Great leaders know 

theyôre always being watched and should adhere to a high personal standard at 

all times. 

The great ones indeed lead by example.

List traits of great 

leaders.



Excellent Leadership

By displaying the following traits, great leaders motivate by default:

ÅAmbitious foremost for the company, not themselves. 

ÅWork hard and diligently. More plough horse than show horse.

ÅAre modest, understated. Not showboaters nor glory hogs.

ÅIdentify their successors and set them up for even greater success.

ÅTake the blame when problems arise and dish praise when credit is due.

ÅAre perpetually optimistic.

ÅHave great people skills.

ÅAre infectiously enthusiastic.

ÅAre more about giving than taking.

ÅAre genuinely caring.

ÅHave great vision.

ÅAre analytical first, then decisive.

ÅWill change course when necessary.

ÅAre innovative. Do not follow the pack.

ÅEmbrace calculated risk. Can leadership be learned?



Excellent Leadership

Yes, leadership can be learned. John Maxwell has made a nice livelihood 

teaching it.

Says Jim Collins:

ñI believe that potential Level 5 leaders [best of the best] exist all around 

us, if we just know what to look for, and that many people have the 

potential to evolve into Level 5.ò

So the point is, even if our leadership skills are not great today, with some 

education, mentoring, practice, and hard work they could be. 

Å Name a great leader you know 

personally and tell why.

ÅWhat specific steps can our 

leaders take to get better?



Leadership Example

At the end of the 2015 baseball season, the Seattle Mariners new General 

Manager, Jerry Dipoto, fired coach Lloyd McLendon and began the search 

for his replacement. Hereôs what he was looking for in his words:

ñPositive energy, interaction with 

players, a good baseball background, a 

teacher, someone who can create a 

plan and lead people. 

ñIn many ways a managerôs position is 

as much about creating an 

environment as it is about Xs and Os. 

Too much is made of analytics. Itôs 

more about environment, leadership, 

and energy.ò

He found his man in Scott Servais.

After two years the Mariners are still not a 

post-season team. Is this a failure of 

leadership or something else?



Leadership Example

I believe that the Marinersô (just like any other businessô) failures are 95% 

the fault of management.

I think coach Servais is very good at motivating his players. Heôs a good 

leader. The problem is, he needs better players. Thatôs solely a 

management problem. More on this lateré

Is it clear to you what your role is 

in this company?



Your Role

Companies work well when leaders lead and followers follow. We each 

must know our place, accept it, and be all in for our team.

Å On a scale of 1-5 with 5 being excellent how would you rate 

yourself in your role?

Å How does someone come to know their role? IE, who / what tells 

them?



Your Role

Your role should be clear to you and everyone else. It should be shown on 

an up-to-date Org Chart. More on that lateré

If you donôt feel confident in your role, you have some options:

ÅMake yourself better by studying, reading, reaching out to a mentor.

ÅVisit with your supervisor, ask for help. People love to be asked for 

advice, it makes them feel valuable. 

What if you have to follow a leader 

who you think is not leading well?



Bad Leader

Weôve all been in the position of following a leader who in our opinion isnôt 

effective. Our options are limited:

ÅTalk to the leader in private. Be clear and direct as to the problem.

ÅTalk to the leaderôs supervisor. Note, some companies do not allow this, 

and for good reason. (Why?)

ÅIf you talk to the leaderôs supervisor, make sure to present only 

facts, not emotion. 

ÅAnd most importantly, bring a solution.

ÅLeave the company.

For a team to be effective, what 

percentage of teammates must 

be all in?



Constancy of Purpose

Being more excellent takes absolute commitment from everyone in the 

company, from the top of the org chart to the bottom.  

Everyoneneeds to know what theyôre doing and how it will get done.

This is what Deming calls constancy of purpose.

How can we achieve 

constancy of purpose, IE 

how do we get everyone 

knowing what theyôre 

doing?

é everyoneôs buy-in?



Constancy of purpose starts at the top. Management must buy in and walk 

the talk. 

Upper management must understand who their boss is.

Getting everyone to know what theyôre doing takes training, teaching, and 

learning. More on that lateré

Constancy of Purpose

Å Does the Owner / 

upper management 

actually have a boss?

Åé who? (hint, recall 

chapter 1)



The Ownerôs boss is the customer. Thatôs ultimately who we all work for. 

Are we really listening to our customers? Recall Chapter 1.

Next we need well-trained, all-in employees. Not just a few, but all.

Constancy of Purpose

Å How do we ensure everyone 

is doing the right thing, as 

efficiently as possible?

Å How do we ensure everyone 

is mentally all-in?



The only way to ensure that all associates are doing the right things as 

efficiently as possible is through training and education. Weôll discuss this 

in detail in the next chapter. 

To ensure that everyone is mentally all-in requires that theyôre happy at 

work. 

Constancy of Purpose

Å Is everyone here happy at 

work?

ÅWhy or why not?

ÅWhat could we do better?



Deming tells us that morale matters a lot. Happy workers are productive 

workers: 

Studies have shown that happy workers are about 10% more productive. 

What was our desired profit margin again?

Many studies have also shown that workers are motivated less by money 

than intangibles leading to workplace happiness and a bright future. 

People First

ÅDo you agree with Bransonôs 

quote? Why?

Å Is money a really motivator? 

Why?



Money is definitely a motivator. For example, secret shopper program at 

Five Guys Burgers and Fries.

Money as a Motivator

List some ways to 

motivate with money.



Monetary methods to motivate:

ÅSalary. (Pretty obvious.)

ÅBonuses. Can be cash, gifts, whatever, at the discretion of Owner.

ÅProfit Sharing. Two types: 

Å Deferred: Profits are usually deposited in a retirement account. Tax 

deductible to company and tax deferred to employee (no tax paid until 

withdrawn.) Similar to 401k except employee may not contribute, only the 

company contributes. Can be in addition to a 401k. Restrictions on when 

employees can access the funds, i.e. penalties if drawn before retirement 

age.

Å Cash: Profits are divvied up and disbursed in cash. Employees pay 

ordinary income tax on the monies received. 

Bonuses and Profit Sharing

Is it possible that using money to 

motivate is a double-edged 

sword? List some downsides to 

using money to motivate.



Possible downsides to monetary motivators: 

ÅThe ñbonusò becomes viewed as an entitlement.

ÅCan result in ñhavesò and ñhave-nots.ò Almost guarantees discord.

ÅEffort and time required to determine who gets what.

Å Possible factors: longevity; performance; missed time from work; 

likeability; who does the rating; rating system creation, implementation, 

and maintenance.

ÅPerception of favoritism. 

ÅIf co-workers do the rating, can be divisive.

ÅPerception that itôs not enough, i.e. not commensurate with perceived profit 

or workersô efforts.

Bonuses and Profit Sharing

Å Is monetary motivation worthwhile? 

If so which method is best for us?

Å Besides money, list some ways to 

boost morale.



Managementôs non-monetary 

moral boosters:

ÅBe positive, always.

ÅSmile

Å2 for 1 attaboy rule

ÅTake a personal interest in each 

other, up and down the org chart

Non-Monetary Morale Boosters

Å These may boost morale 

but do they motivate?

ÅWhat is the 2 for 1 attaboy 

rule?

Å Do fun things sometimes

Å Mix up job tasks ïkeep it fresh

Å Clean up. Everyone chip in

ÅBuy someoneôs lunch sometimes

Å Communicate well



When morale is good, people are happy. Happy people 

are productive people. So, yes, morale should be viewed 

as a motivator.

The 2 for 1 Attaboy Rule:

For every 1 discipline, apply 2 attaboys.

The KKK corollary: Kiss, Kick, Kiss. 

This is a page out of Dale Carnegieôs mammoth best 

seller, How To Win Friends and Influence People. His 

way of saying it: ñBe hearty in your approbation and 

lavish in your praise.ò 

2 For 1 Attaboy Rule

Å Is communication really a 

morale issue?

ÅWhy is effective 

communication important?



Effective Communication

Effective communication is critical to 

morale. When itôs bad, people become 

frustrated and angry.

When itôs good, people respond 

positively.

If good communication is always 

happening, associates will feel more 

secure in their jobs. IE management is 

constantly keeping everyone apprised 

of the companyôs health.

Å List three elements of effective 

communication?

Å Should management be 

forthcoming when the 

corporation is on hard times?



Effective Communication

Management should always communicate both the good and bad. When 

disclosing challenges, itôs a golden opportunity to also communicate the 

fixes. I preach full-disclosure, open book policy. This builds trust ïthe 

foundation of any relationship. More on trust lateré

Communicating well is pretty simple:

ÅListen

ÅAsk questions

ÅSpeak clearly

ÅListen, hear

ÅSay enough but not too much ïbe concise.

ÅListen, pay attention

ÅUse appropriate language

ÅReturn phone calls, texts, emails quickly

When you canôt agree on an 

issue what should you not do?



Effective Communication

Itôs unreasonable to expect full agreement all the time. Humans disagree with 

each other ïitôs a fortunate fact of life. Accept it, embrace it, be an expert at 

dealing with it.

Do not:

ÅTalk over each other

ÅRaise your voice ñto be heard better.ò

ÅEscalate an argument. Beware the vicious argument cycle.

ÅWhy is disagreement 

ñfortunateò?

ÅWhen you canôt agree 

what should you do?



Effective Communication

Disagreement ensures that multiple sides of an issue will be put on the table. 

No one has all the information or answers. We need external input.

When it becomes clear that agreement is not happening,

Do:

ÅAgree to disagree. Shift your thinking to accept this as a viable outcome.

ÅShelf the issue for a day or two. Itôs amazing how ñcalm timeò to think can 

help clarify.

ÅTry again when heads are cool.

What about when a 

decision needs to be 

made but agreement 

is still not happening?



Effective Communication

When a decision must be made but agreement isnôt in the cards, the person 

in charge makes the call. End of story.

If you donôt get your way accept it and cheerfully support the decision. Team 

first, always.More on this lateré

Whoôs in charge? 

How do we know



Part 3

The Right People



Whoôs In Charge? Get the Org. Chart Right

One of the first steps any business consultant should do is look at the 

companyôs org chart. This is a page out of Michael Gerberôs E Myth 

playbook.

ÅWhat does the org. chart tell us? 

ÅWhy is that so important?



Be More Excellent ïGet the Org. Chart Right

The org. chart does several critical 

things:

*Establishes hierarchy, from which 

all decision making flows.

*Defines the various arms of the 

business.

*Discloses whoôs got too many hats 

on and who has too few.

*Enables delegation via clear 

understanding of who has authority 

over who.

Å Do we have an org chart?

Å Is it up to date?

Å Is it complete?

Å Does it have the right people in the right slots?



The Right People On the Bus

The next step is do as Jim Collins recommends in his book, Good To 

Great:

ñTo be clear, the main point is not just assembling the right team ïthatôs 

nothing new. The main point is to first get the right people on the bus and 

the wrong people off the bus before you figure out where to drive it.ò

How do you know whoôs right 

and whoôs wrong?



Be More Excellent ïThe Right People On the Bus

Hereôs a powerful way to know whoôs right and whoôs wrong:

* Mentally fire everyone.

* Decide who youôd rehire and who you wouldnôt.

1 = Would definitely rehire.

2 = Might rehire.

3 = No way ïgone for good.

* Get rid of the 3s.

* Keep the 1s.

* Decide on the 2s, case-by-case.

Whatôs the problem with 

keeping 2s and 3s?



The Right People On the Bus

The results of keeping 3s and 2s:

* Lowers morale.

* Lowers company SQ = too many mistakes.

* Causes others to work harder to compensate.

* Consumes excessive management resources.

These consequences are significant. This is the single most 

troublesome issue in every company I consult with.

Can a person be managed or 

trained up a notch?



The Right People ïTrue Colors

A person generally has true colors that no amount of leadership, 

management, or training will change. These are hard-wired traits defining 

the person.

There will be rare exceptions.

Å Is it worth the effort to try to train, 

manage, lead a person up a notch? 

Half a notch?

Å Can you think of someone who 

changed their true colors?

Å If you find someone like that, is he/she 

a keeper, IE a 1? Why?



True Colors

If someone has the rare ability to change for the better, that means they 

are trainable, coachable.

In my book that elevates their worth a full notch. Itôs huge.

Why is being 

coachable so 

important?



Be More Excellent ïBe Coachable

Someone whoôs coachable:

Á Is eager to learn. Excellence in anything is directly proportional to 

knowledge in that endeavor.

ÁIs a Team player. Super important. More on this lateré

Á Is likely a friendly, happy person. 

Does a personôs 

disposition matter in the 

workplace?



Be More Excellent ïBe Happy

As we learned in the last chapter, disposition matters a lot in the 

workplace. Disposition affects morale. Morale affects productivity.

Who wants to be around a grouch? é a perpetual downer? é an angry 

person? More on this lateré

How does a 

person learn the 

company ropes?



Teaching / Mentoring

The main ingredient in being more excellent is learning.

We learn by being taught. The ñteacherò can be: 

1) Experience, i.e. trial and error; or 

2) A person.

Which is better? Why?

vs?



Teaching - Mentoring

Trial and error can certainly be effective. But 

it can also be counterproductive, even 

catastrophic.

Learning from a person has almost no 

downside and a LOT of upside.

ñEighty percent of managementôs job is to 

teach, teach, teach.ò

-Jim Sinegal, past CEO, Costco

Å List two upsides with person-to-

person teaching.

Å Is there a cost involved in teaching?

ÅWhy is teaching so important to 

Sinegal?



Teaching ïMentoring

Upsides with person-to-person teaching:

ÅPromotes relationships.

ÅRequires that the teacher really know the subject matter. 

ÅMinimizes risk of T&E failure.

ÅResults in learning, of course.

There is a cost in teaching: Time spent which could be spent producing. 

Sinegal recognized that the benefits far outweigh the costs.

ÅWhy is knowledge so important 

in our business?

Å How about the employee who 

does not respond to mentoring? 



Teaching - Mentoring

Knowledge of our bailiwick is what separates us from our competition. Itôs why 

a company or person with specific knowledge and experience is worth more 

than those without it.

None of use is ever done learning. Ever.

Thus anyone who doesnôt respond to mentoring or learning is a serious 

threat to our company.

If this is a true color, that person is likely a 3, certainly no better than a 2. 

Å Is there a limit on who should 

teach and who should be taught?

Å Should we concentrate on top-

down teaching?



Who Should Teach?

Each person in this room can learn something from every other 

person in this room.

It is my goal to learn something new every single day, from 

anyone.

Top-down teaching guarantees problems because management 

gets its report card from associates and customers.

* Can you think of someone who is a 

know-it-all, who is above learning from 

the likes of you?

* How much teaching should we do?



Teach How Much?

There should be as much teaching as necessary to achieve SQs of 0.95 or 

higher. 

Jim Sinegal understood this which is why Iôll repeat what he said: ñEighty 

percent of managementôs job is to teach, teach, teach.ò

* If you donôt know something, is it better to 

guess and go, or get an answer? 

* What is the cost of a mistake?

(more on this later)



Part 4.0

Culture



Culture

A companyôs SQ starts with culture. If you 

want a high SQ, have a high-functioning 

culture.

The inverse tends also to be true.

Every company has a culture ïfor better or 

worse.

What is culture?



Culture

Here is my 

definition:

What is the significance of the word, 

ñcollectiveò in the above definition?

Culture is the collective 

mind- set



Culture

Collective means all of us viewed 

as one.

How does the world see us?

Do we portray a culture of clean, 

professional, organized, caring?

Or do we portray something else?

Where does culture come from?

Culture is the collective 

mind- set



Culture

Like everything else in a company, 

culture is originates at the top. 

Also like everything else, it is 

maintained and perpetuated by 

everyone.

It is contagious, both good and bad.

What are some specific aspects 

of culture? IE, specifically what 

makes up a companyôs culture?
Culture is the collective 

mind- set



Core Values

This graphic indicates 

some elements of 

culture.

* How would you describe our 

culture?

* Is culture different than Core 

Values? How?
Culture is the collective 

mind- set



Core Values

Core Values are usually 

statements written in a 

manual.

Culture is whatôs really

happening, which may be 

very different than Core 

Values.

* Are there aspects of our culture 

that lead to low SQ, low profit? 

List a few.

* List the top three aspects of 

culture for any company. Culture is the collective 

mind- set



TQI Culture

Here are my top three 

elements of culture. 

These should also be 

Core Values. 

Get this right and weôre 

well on our way to 

Winning In Business:

TQI

1. Team

2. Quality

3. Integrity

More on TQI in a minute. First, how do we 

transform Core Values to culture?
Culture is the collective 

mind- set



Core Values to Culture

We transform Core Values to culture 

via teaching. Remember Jim Sinegal: 

ñTeach, teach, teach.ò

And also walking the talk. 

Å If you were to take a test on 

the company manual, how 

well would you do?

Å How do we maintain culture? Culture is the collective 

mind- set



Core Values to Culture

We establish and maintain culture 

through diligent practice by ALL. 

To keep a high-functioning culture 

we must all practice what we 

preach every single day. Even 

when we donôt want to.

Å How well do you walk the 

company talk?

ÅWhat can you do to be better at it?

Å How do habits play into this?
Culture is the collective 

mind- set



Habits

Habits are the software in our brain 

responsible for most of what we do daily.

Our culture programs our brain software 

while at work.

For better or worse, we go about our 

workday executing the commands of our 

brain software (habits) without much 

conscious thought.

Culture is the collective 

mind- set

Å How long does it take to 

form a habit?

Åé to change one?



Habits

Research has shown that a new habit takes 3 

months to a year to form. 

Once it owns us, itôs nearly impossible to change. 

So if we want to change our culture, be prepared 

for a tough go - itôs already there, in a stone rut, for 

better or worse.

Culture is the collective 

mind- set

How do we change a habit?



Habits

Changing a habit is not complicated but it takes dogged persistence. 

Å Recognize the issue.

Å Commit to the change. Youmust really WANT this or youôll fail. 

Å Tip: Replace a bad habit with a new good one.

Å Tip: Enlist the help of a friend or co-worker.

ÅExecute every day, even when you donôt want to.

Culture is the collective 

mind- set

Å Name a habit you want 

to change.

Å How specifically will you 

do it?



Part 4.1

TQI Culture - Team



Team First

The first aspect of our TQI culture is Team. 

Itôs not an accident that Team comes first.

Å The picture at the right, 

what if one person isnôt all 

in for the team? é two 

people?

ÅWhy is Team so 

important?

TQI = Team. Quality. Integrity.



Team First

We cease to exist without our team. It is the foundation upon which we 

are built. 

Each person on the team must buy in to this mentality. We must banish 

ñmeò thinking and replace it with ñweò thinking.

T.E.A.M.: Together Everyone Achieves More. The team comes first. 

Always. Not individuals, not egos, not profits. 

We exist to make profit. Why is 

team more important than profit? 

TQI = Team. Quality. Integrity.



Team First

There will be no profit without a strong team. If we get our team right, 

profits will follow. 

We can overcome many sins, but not a dysfunctional team. A team 

divided can not stand. It will self-destruct. 

Å Can you think of a 

famous person whoôs 

all about Team?

ÅHow about one whoôs 

all about ñmeò.

TQI = Team. Quality. Integrity.



Team First

Pete Carroll in his book, WIN FOREVER, discusses his foundational 

philosophy, part of which is:

Rule 1. Always protect the Team.

Rule 2. No whining, no complaining, no excuses.

Rule 3. Be early. 

* Can you think of a dysfunctional pro 

sports team?

* How well did they fare?

* Are pro sports comparable to our 

business?

TQI = Team. Quality. Integrity.



Bad Teammate

Pro sports teams are businesses. They exist to make profit. So theyôre 

similar to us: same goal, different occupation.

Teams do best when everyone is talented and tries their best. But there will 

sometimes be a teammate who does not give it their all and who doesnôt 

adhere to the Team philosophy.

Is it okay to trash talk that low 

SQer? They sure as heck 

deserve it!

TQI = Team. Quality. Integrity.



Trash talking results in win-lose. Not acceptable. If you canôt say 

something positive, say nothing.

Bad Teammate

Whoôs responsibility is it to deal with a 

bad teammate ïmanagement or the 

rest of the team?

TQI = Team. Quality. Integrity.



Some teams let the team deal with its own problems. I think thatôs gang 

mentality and a recipe for big trouble, maybe a lawsuit. 

A bad teammate is a management problem. The sooner management is 

made aware of it and acts, the better. More on this lateré

Bad Teammate

ÅWhat are the chances all of us are 

compatible?

ÅWhat is a reasonable compatibility 

goal among any two people?

Åé among a group of people?

TQI = Team. Quality. Integrity.



No two or more people are 100% compatible so itôs unreasonable to 

expect that.

I preach the 90-10 rule: The best you can hope for in any relationship is 

90% good times and 10% bad.

Add more people and the odds of compatibility go down, fast. Recall our 

probability theory.

Team 

Compatibility

What does the 90-10 rule infer 

about selecting teammates?

TQI = Team. Quality. Integrity.



The success or failure of any team starts with the selection of 

teammates.

The 90-10 rule indicates that we recognize inevitable incompatibility from 

the get-go, so it strongly behooves us to select optimally compatible

teammates. 

If weôre considering a potential teammate who might never even get to 

60-40, we should pass on him/her.

Team 

Compatibility

Å Can we define a minimum 

compatibility for hiring purposes?

Å Does the 90-10 rule apply to 

personal relationships too?

Å How do you define a strong team?

TQI = Team. Quality. Integrity.



You know a strong Team when you see one. Elements include:

ÅIndividuals are motivated by the team winning, not themselves.

ÅIôve got your back, youôve got mine.

ÅMy top priority is my teammate.

ÅIndividuals show compassion and caring for all teammates, not just some.

ÅIndividuals are able to set aside petty differences for the good of the team.

Team 

Compatibility

ÁWhen people observe us, do they see a 

strong Team?

Á Is it important that you love your 

teammate(s)?

ÁWhat if you donôt even like 

him/her/them?

TQI = Team. Quality. Integrity.



Itôs helpful if you love your teammates, but not necessary. Some of us 

simply wonôt be compatible and thatôs okay.

If you donôt like a teammate, fake it. Remember, Team first. Itôs not about 

you, itôs about the Team. Do what you have to do.

Team 

Compatibility

How do I know if 

Iôm likeable?

TQI = Team. Quality. Integrity.



If you are likeable:

ÅNearly all people, not just some, will smile at you a lot.

ÅYou smile a lot.

ÅPeople will want to talk with you, especially those you donôt know well.

ÅPeople will volunteer to help you.

Likeability

List some things I can do if Iôm 

not likeable but want to be.

TQI = Team. Quality. Integrity.



If you want to be more likeable, every day: 

ÅSmile a lot.

ÅTalk with strangers, especially lonely or disadvantaged folks.

ÅLimit how much you use the words ñIò and ñme.ò

ÅChoose to be terrific! (rather than woe-is-me.)

ÅBe genuinely interested in others.

ÅBe humble.

ÅVolunteer to help a lot.

Likeability

What if Iôm not happy 

with my place on the 

team?

TQI = Team. Quality. Integrity.



If youôre not happy with your place on the team, remember, do NOT trash 

talk, thatôs win-lose. Instead talk to your immediate supervisor - stay 

within the org chart.

Å Keep it factual ïnot emotional.

ÅCome prepared with at least two solutions. 

Å Be prepared to not get your way. Management should try to 

accommodate you but in the end will do whatôs bestfor the Team.

Dissatisfied With 

My Place on Team

What can I do if I 

want to move up in 

the company?

TQI = Team. Quality. Integrity.



In order to earn a promotion you must stand out. Hereôs how:

Å Bring work in.

Å Have an ñaboveand beyondò workethic.

Å Better yourself through education, self-study, seeking mentoring, etc.

Å Be devoted to the company. Longevity is huge.

Å Be a team player.

Å Be likeable.

Å Be punctual.

Å Be flexible.

Å Volunteer for the dirty jobs. No prima donnas.

Å Be a thinker, problem-solver.

Å Make relationships within our industry.

How Can I Move 

Up?

What can management do to 

maintain harmony on the team?

TQI = Team. Quality. Integrity.

ñIf you want to 

thrive in my 

company, do 

things that take 

stress off me.ò

-Mark Cuban



Management should do all it can to ensure harmony, including:

ÅHiring right in the first place.

ÅProvide personal development input and or training.

ÅPositioning people to maximize compatibility.

But if a personôs true colors cause too much strife, management must do 

what is necessary for the good of the team. If this means letting someone 

go, so be it. You see this in professional sports from time to time.

Team first, always. Thatôs our culture and weôre sticking with it.

Team 

Management
TQI = Team. Quality. Integrity.



Part 4.2

TQI Culture - Quality



Quality

The second aspect of our TQI culture is Quality. 

Who or what do you 

think of when you think 

of quality?

TQI = Team. Quality. Integrity.



I think of Deming. 

Demingôs main thrust in 

helping businesses be 

profitable was to minimize 

defects and maximize 

quality. 

Quality
TQI = Team. Quality. Integrity.

ÅWhy is quality so 

important?

Å One company is 

mediocre, another 

great. List some 

reasons for the 

difference.



Mediocre vs. Great

Whatôs the difference between a mediocre short stop 

and Derek Jeter?

...between a mediocre golfer and Jack Nicklaus?

...between a mediocre basketball player and Michael 

Jordan?

Answer: Consistency. Anyone can be great once in 

a while. 

The world pays big bucks for consistency.

In business, what is a simple 

definition of consistency?



Consistency

Consistency in business is: Performing at a very high level all the time, no 

matter what. 

Consistency means unaffected by:

Å Stress

Å Adversity

ÅCompetition

For each of the 

above three, 

discuss how 

consistency can 

be affected.

TQI = Team. Quality. Integrity.



Consistency

Stress can cause poor thinking and decision making. We tend to rush when 

under stress. 

Adversity, such as not enough manpower, bad weather, equipment failure, 

etc., makes it more difficult to do our job.

Competition can cause us to get psyched out. We might make rash decisions 

based on some perception of what a competitor might be doing.

How do we minimize 

stress?

TQI = Team. Quality. Integrity.

ñIf I missed a shot, so 

what? I wasnôt going to let 

a missed shot or mistake 

affect the rest of my night. 

Why would I worry about 

a shot I hadnôt even taken 

yet?ò

-Michael Jordan



Consistency

We avoid stress by thinking clearly at all times. Easier 

said than done. To accomplish this requires mastery 

of mind. Training our mind to handle stress is 

possible. Meditation is one way. A great resource is 

Dialogue With Death by Easwaran.

Certainly we can also manage stress by actively, 

optimally managing our situation. 

ñManagement by crisisò is the opposite of this.

How do we minimize 

adversity?

é competition?

TQI = Team. Quality. Integrity.



Consistency

Adversity and competition are things beyond our control. The best we can do is 

be prepared for what fate deals us. Itôs the old Boy Scout motto: ñBe Prepared.ò  

That we can do. Specifically:

ÅDo we have an active bullpen of replacement workers? If not, do we have a 

well-defined method of hiring at a momentôs notice?

ÅAre we prepared for bad weather, earthquake, etc.? Why not?

ÅDo we have backup machines for our mission-critical ones? If not physical 

backup machines, methods for getting it done when ours fails?

ÅDo we embrace or avoid competition? We should absolutely embrace it. That 

keeps us sharp, and it keeps us from getting psyched out as competitors come 

and go.

ÅWhoôs our champion for 

each of the above?

Å Name a product or service 

you buy thatôs rock solid 

consistent.

ÅHow about one thatôs not?

TQI = Team. Quality. Integrity.

ñIf you practice the way 

you play, there 

shouldnôt be any 

difference. Thatôs why I 

practiced so hard. I 

wanted to be prepared 

for the game.ò

-Michael Jordan



Consistency

Internet service providers need to be consistent. You as a consumer donôt 

want any excuses when youôre on-line. 

Restaurants need to be consistently clean and serve consistently tasty food.  

Excuses = youôll go elsewhere.

What can a business do to 

become more consistent?

TQI = Team. Quality. Integrity.



Mistakes

To be consistently great we must eliminate mistakes, miscues, and poor 

quality.

What is the cost of a 

mistake?

TQI = Team. Quality. Integrity.



Mistakes cost at least 5x.

1. Cost doing it wrong.

2. Cost to undo the mistake.

3. Cost to redo it correctly.

4. Cost in bruised relationships.

5. Cost in time ïlost opportunity.

Sometimes also:

6* Ripple effect ïdownstream workers affected by 

your mistake.

7* Cost in Brand devaluation.

If you want to be profitable, Quality is paramount.

Å 5x mistake examples in our company?

ÅDoes it make sense to spend more time up front to ensure itôs 

right; or just blow and go! 

ÅWhat matters more: working hard; or working smart?

Å How do we prevent mistakes?

Mistakes TQI = Team. Quality. Integrity.



Know Your 

Systems

ÅYou canôt improve something unless you understand the nature of the 

system.

ÅA ñsystemò could be: employee timekeeping; producing widget X; 

producing report Y; delivery of materials; customer happiness; job 

safety. Anything that is results-driven.

Å Deming used statistics to accurately define systems. If a process is in 

statistical control, itôs pretty easy to know when a wrench has been 

tossed into the gears.

Name two systems we have, and 

tell how we know theyôre 

operating well.

TQI = Team. Quality. Integrity.



Know Your 

Systems

Run charts and control charts alert us to a problem. They donôt say what 

the problem is or the cause, just that there is one.

Run chart example. This could show miles per gallon, number of defects, 

patient falls in a hospital ïanything.

Å Name a money-

bleeding system 

that is out of 

statistical 

control. IE one 

that we donôt 

have data on to 

know better.

Å How can we 

define it better?  

TQI = Team. Quality. Integrity.



Know Your 

Systems

The only sure way to define a system is to collect data on it. 

ÅWould data collection be 

worthwhile for us? How?

Å Once collected, will we be 

able to monitor data 

effectively in the future?

TQI = Team. Quality. Integrity.



Know Your 

Systems

Deming worked with giant corporations. Data collection and analysis was 

critical to their success. But he also knew about too much data.

A small company may spend more resources collecting data than itôs worth 

- diminishing returns.

Bottom line is, if you donôt have control of your systems, they are not 

running as efficiently as possible, and your quality is not optimal. Thus 

profit suffers. Do what makes sense for your company, but do something. 

Å Again name two systems and 

tell what we should do to 

ensure statistical control.

Å How do we avoid mistakes?

TQI = Team. Quality. Integrity.



Here is the best way to avoid mistakes:

1. Thoroughly understand what youôre doing. If youôre even a little foggy, 

stop and ask.

2. Plan it. If you donôt have a plan, stop and get one.

3. Time everything right. If you canôt, donôt start.

4. Learn from failure. Yours and othersô.

Avoid Mistakes TQI = Team. Quality. Integrity.

ÅWhat letter grade would 

you give our companyôs 

quality?

ÅWhat letter grade should 

it be?



I always strive for A+. 

Not C, not B, not A-.

A+, always.

A+ TQI = Team. Quality. Integrity.

What benefits do we reap from 

being an A+ company?



The main benefit of A+ is that we Stand Out. To our clients, to the people 

they tell, and to all who observe us.

In all things business, marketing is HALF. More on this lateré

We want the reputation of being not just good, but great. We should set

the industry standard, not try to keep up with it.

A+ TQI = Team. Quality. Integrity.

* What are the consequences of being 

a C-level company?

* Can we be an A+ company if several 

individuals are C or B-level?



Anything less than A-level and weôll pay ultimately through diminished or 

non-existent profit. Weôll lose customers. Weôll get a bad rap on Yelp. Weôll 

fuel negative buzz.

It is possible for a company to be A+ for a while, even if there are 2s and 

3s on the bus. To do that, however, will put a tremendous strain on the 1s 

to compensate. Not sustainable.

A+ TQI = Team. Quality. Integrity.



Part 4.3

TQI Culture - Integrity



Integrity

The third aspect of our TQI culture is Integrity. 

What is your definition of 

integrity?

TQI = Team. Quality. Integrity.



Integrity

My take: If you distill all of humankindôs righteous character traits into a shot 

glass, the golden, heady liqueur shimmering therein would be integrity.

Is happiness possible 

without integrity?

TQI = Team. Quality. Integrity.



Integrity vs 

Happiness

I believe that for 99.9% of people, happiness requires integrity. The more 

integrity you have the happier you can be. The less, the less.

* Think of the happiest person 

you know. How is their integrity?

* Think of the most corrupt 

person you know. How is their 

happiness?

TQI = Team. Quality. Integrity.



Without integrity, no company will last. 

Corruption, the opposite of integrity, is like a parasite that slowly gnaws 

away until no structure is left. Without integrity, itôs not a question of if, itôs 

of when your house will crumble.

What specific things happen when we lie, cheat, or steal?

Corruption TQI = Team. Quality. Integrity.



Corruption

Integrity failure:

* Wrecks relationships.

* Invites lawsuits.

* Loses clients, now and in the 

future. Causes bad reviews online.

* Makes you toxic to banks and 

other institutions that you need.

ÅWhat is the most important factor 

in purchasing decisions?

Åé hiring decisions?

TQI = Team. Quality. Integrity.



Trust

Trust is the number one criteria in 

purchasing and hiring:

* Product

* People

* Company.

If we have integrity, we are 

trustworthy.

Remember, we always want to set

the industry standard.

TQI = Team. Quality. Integrity.

How do people know weôve 

got integrity?



Marketing 

Integrity

People find out about a companyôs integrity in a couple of ways:

ÅBased on their personal experience.

ÅWhat they hear from others, i.e. word of mouth; on-line reviews.

Integrity is something you show rather than tell.

TQI = Team. Quality. Integrity.

* When someone brags about how 

honest they are, do you believe 

them?

* When someone brags about how 

honest someone else is, do you 

believe that?



Marketing 

Integrity

Itôs difficult to directly market integrity.

But itôs easy to indirectly market it. Just do the right thing every single time. 

People will notice and tell others.

TQI = Team. Quality. Integrity.



Part 5

Maximize Income



Maximum PIE = Max Income, Min Expense

Now that we have:

ÅThe right people on the bus

ÅThe wrong ones off

ÅThe right people in the right seats

ÅTQI Culture in place

Itôs time to get serious about maximizing 

profit. 

Recall, P=I-E.

To maximize profit we must maximize 

income and minimize expense.

Is our profit bucket leaking from one 

or two gaping holes or from a bunch 

of small cracks and pinholes?



A Thousand Little Cracks

Every company I work with suffers the same 

problem: 

They bleed money from a thousand little cracks 

rather than one or two gaping fissures. 

Big chasm ïrare. 

A thousand little cracks ïcommon. 

Why are big chasms rare 

and many little cracks 

common?



A Thousand Little Cracks

Big gaping holes demand attention and usually get fixed.

Small holes are viewed as an annoyance ïsomething we can live with. The 

problem is they add up. 

We should have a ñmind the pennies and the dollars will followò mindset.

Explain how small 

leaks cost us profit.



A Thousand Little Cracks

Any company has fixed costs. Things like rent, utilities, salaries ïrecurring 

costs that are the same every month regardless of our income.

So when we leak money, the fixed costs still have to be paid. Meaning that 

leaked money directly reduces profit.

Meaning that we should view every leaked dollar as a critical opportunity 

missed.

Å How much profit cushion do we really have?

Å Name a few small money leaking cracks 

here.

ÅWhy donôt they get fixed?

ÅWhat is opportunity cost?



Opportunity Cost

My working definition of opportunity cost is:  Income we forfeit because we 

failed to produce something when we should have. 

For example, if we normally make 100 widgets a month but in October we 

only made 80 because we had to spend time and resources fixing defective 

widgets, we forfeited the income of 20 widgets in October. Thatôs real.

Å Examples of opportunity cost in our company?

Å Does upper management understand AND stay on top of accounting?



Be More Excellent - Mind the Beans

Most companiesô upper management do not really examine their own books 

regularly. Big problem.

ÅWhen was the last time our 

upper management went 

through the balance sheet line-

by-line?

Å ... A/R and A/P?

ÅWhy is ignorance here a 

problem?



Mind the Beans

If youôre not minding the beans, you wonôt really know how much operating 

cash is available. 

Cash flow is the life blood of any company.  

List some consequences of 

bad cash flow. 



Mind the Beans

Without cash we canôt pay employees or vendors. Unpaid employees and 

vendors stop producing, further damaging cash flow.

Without cash we canôt buy equipment and supplies. Without these we canôt do 

our job, further damaging cash flow.

Without cash we need loans. Borrowed money is expensive and labor 

intensive to get.

Without cash we canôt reinvest and grow our company.

List some reasons management 

might not be aware of cash flow 

problems.



Mind the Beans

Possible reasons management might not know about cash flow problems:

ÅBookkeeping staff may not be doing things right.

ÅOther staff may not be feeding accounting correct or on-time information 

(timecards, invoice requests, expense requests, etc.)

ÅBookkeeping staff donôt know when projects are done, extend, change, etc.

ÅBookkeeping software may not be set up / operating correctly.

ÅBookkeeping staff may not be as qualified as they said in the interview.

ÅThere might be corruption / embezzlement happening.

ÅWhoôs responsibility is it to 

be on top of the above - the 

bookkeeper?

ÅWhatôs more difficult: 

maximize income, or 

minimize expense? Why?



How Do We Maximize Income?

Itôs usually harder to maximize income than minimize expenses: 

ÅThere is only so much we can charge and still be competitive.

ÅFor most companies there is only so much market we can tap to sell to.

ÅThere are numerous things we can do to cut costs.

Å Is our price point competitive? 

Å Can we charge more? How?



Maximize Income ïPrice Point

Integrity requires that we charge a fair price, even if we can get away with 

more.

Hey, this is America ï

why not skin a fat hog 

when we can?



Price Point

Some companies gouge when they can get away with it. I say thatôs bad 

business. A gouged customer is a loser in a win-lose transaction. A 

gouged customer is an angry customer. 

With social media itôs pretty easy for angry customers to get even.

A company in it for the long haul lives and dies by its reputation. Integrity, 

always.

ÅWhat is ñfair priceò?

Å Should we always aim for 

the highest price we can 

fetch?



Price Point

ñFair Priceò is what youôd want to pay if the tables were turned.

Sometimes we price with different goals in mind:

ÅMaximize profit

ÅBring in new customers

ÅSurvive a recession

ÅMeet or beat our competition

For a Maximum PIE goal, we should set as high a price point as we 

ethically can.

How are our prices? High? 

Low? Fair? How do we 

know?



Price Point

There are a few ways to know if youôre priced right:

ÅYou get too busy or too slow. Not a great strategy.

ÅCheck your competitionôs prices. Sam Walton (Walmart) did this all the 

time. Be sure youôre comparing apples to apples.

ÅA better way is to simply ask your customers.

What else can we do 

to maximize income? 



Maximize Income ïGetting Paid

An obvious way to maximize income is to be sure weôre getting paid.

* Are we being paid quickly and happily? 

* Whatôs wrong with slow payments? 

* Are we being paid all that weôre due?



Getting Paid

Slow payments are the death knell to cash flow. 

Sometimes to get a client to pay, we accept less than is due. This is 

almost always a failure on our part ïwe didnôt invoice or collect well.

How good are our invoicing 

systems?, IE do they result in 

actual, on-time payments?



Getting Paid

Many companies spend a lot of time and effort 

as bill collectors. Iôve certainly done my share.

But not any more. I created a system that 

really works and so can you.

List three things that must be done 

to ensure on-time, full payments.



Getting Paid

Å Invoicing must be made a top priority by management, who must 

always walk the talk.

Å Invoicing systems and all of their subparts (for example timecards) 

must be clearly defined, easy to use, and understood by ALL.

Å As with any system an actual person must champion invoicing.  The 

buck stops with that person.

* Other ideas to maximize income?

* How about being fast?

* What do you think of the old saying, 

ñTime equals money?ò



Maximize Income ïBeing Fast

In business, Time = Money.  

ÅThe faster we are the more we produce and get paid for. Opportunity cost 

goes to zero.

ÅThe slower we are, not only is the converse true but our competition will 

surely pass us by. Double whammy.

So if we want to increase income (Money) we need to be fast. Also, wasting 

Time = wasting Money. 

Is there a downside to 

being fast?



Being Fast

There is a serious potential downside to being fast: Loss of Quality.

Poor quality is a guaranteed coffin nail to any business. In fact, itôs better to 

be slow and good than fast and bad. Quality is a foundational part of our TQI 

culture, speed isnôt.

So the trick is to be fast in a controlled fashion.  

List three things we can 

do to be fast in a 

controlled fashion.



Being Fast, In Control

Å People. There is no substitute for people who are inherently fast. 

Inherently fast people can learn control. Inherently slow people will not 

likely ever be fast. 

Å Equipment. Controlled speed requires good equipment. For example, with 

copiers you pay more for higher copies per minute.

Å Systems. Controlled speed requires good systems. Systems can be 

software, procedures, processes, or anything else we devise.

Å On a 1-10 scale, how fast are our 

people?

Å Examples of equipment we have or 

should have?

Å List three systems in our biz that are 

integral to our speed.



Being Fast ïExample

I took these pictures at 11:00 on a 

Monday. When do you think this 

Amish crew started framing this 1,850 

square foot 3 BR house? When will 

they finish (doors and windows 

installed, building wrap on, site 

cleaned up)?

What single item or method is our best 

opportunity for controlled speed?



Maximize Income ïTemplates

Templates are likely our best opportunity for controlled speed. In my business 

that is certainly the case.

ÅSpreadsheets

ÅWord templates 

ÅStandard details

Says me: He / she who has the best

templates wins.

Å List your three most important 

templates / systems.

Å Do they cost or make you 

money?



Maximize Income ïTemplates

The trick to any template or system is maintenance.

A template / system is never done. It can always be better. Always. 

Which means as you use it and learn about it, someone must be in charge to 

update it. 

Å Do each of our templates / systems 

have an actual person in charge? 

Who?

Å Is there a formal procedure in place 

to gather input and update?

Å Do you budget for this?



Part 6

Minimize Expense



How Do We Minimize Expenses?

The second part of optimizing P=I-E is minimizing expenses.

There is bigtime opportunity for ANY company here.

How can I be so confident in saying ñANYò company?  Surely we are 

already doing everything possible to minimize expenses ïright? 

What is ñLeanò?



Minimize Expenses - Lean

Lean means eliminating waste. Waste is defined as anything a customer 

wonôt willingly pay for.

In engineering, concealed wood, concrete, and steel that will never see 

load is waste. Every single house and commercial building in existence 

has a lot of this.

In house construction there are a million ways to be wasteful: odd-sized 

rooms that donôt accommodate full sheets of drywall, carpet, etc.; 

electrical or mechanical systems located that require long runs; too steep 

roof pitch; corners and wall offsets; siting the house too low or too high; 

unwanted trim, windows, doors. etc.

Is Lean a ñgaping fissureò or 

ñthousand little cracksò issue?



Lean

Lean is almost always a ñthousand little cracksò sort of thing.

No single item will break the bank but add them up and theyôre darned 

significant.

Å Your 

examples of 

waste?

Å How does this 

happen?



Lean

Waste happens:

ÅWhen people are lazy.

ÅWhen people are 

uninformed.

ÅWhen people are arrogant.

ÅSometimes by accident.

What are the remedies for 

each of the above?



Lean

Lazy people either: 1) Do not adhere to our TQI culture; or 2) Are actually 

not so much lazy as mismanaged.

Misinformed people have not been properly taught, taught, taught.

Arrogant people just donôt care. If theyôre on our team theyôre probably a 

low 2 or a 3.

Accidents happen, true enough. However, many are avoidable with proper 

people, planning and preparation, which are management issues.

Letôs be resourceful, not wasteful.

What do you think is the No. 

1 waste issue for 

construction companies?



Minimize Expense ïNo Wasted Trips

Wasted trips are the no. 1 inefficiency with builders, trades, and suppliers. 

Å Is this a problem with 

us?

ÅWhatôs our no. 1 

inefficiency?

Å How much does a 

wasted trip really cost?



Wasted Trips

Research has shown that one wasted trip costs around $150 - $350 

depending on how many workers are affected, how far the trip, traffic, 

what else didnôt get done, etc.

How many wasted trips do we have per day?  Per week?  Per year? If we 

average 2 wasted trips per week, at $200 each, thatôs over $20,000 per 

year in profit that we might as well set a match to. 

What is the remedy?



Wasted Trips

The remedy is simple: Plan.  Time spent planning is time well-spent. 

Remember, mistakes cost at least 5x.

Failing to plan is planning to fail.

Whatôs the No. 2 

waste with builders?



Minimize Expense ïMinimize Dumpsters

The No. 2 inefficiency with builders, trades, and suppliers is what winds 

up in dumpsters. 

List four costs 

associated with 

material waste.



Minimize Dumpsters

Material waste is costly on several fronts:

ÅMaterial that was paid for did not get used.

ÅPaying someone to load it up (direct and opportunity costs.)

ÅPaying someone to haul it away.

ÅDump fees.

ÅEnvironmental cost.

ÅWhat about human 

inefficiency? IE wasted 

time? 

Å How does that happen?



Minimize Expense ïMaximize Human Efficiency

Humans become inefficient when:

ÅThey donôt have enough to do.

ÅThey donôt have a good plan.

ÅThey donôt have the right tools, software, equipment.

ÅThey donôt have the right knowledge / experience. This can cut both 

directions (underqualified and overqualified.)

ÅThey donôt have the right physical attributes.

Å Specific examples in our 

company?

Å Remedy?



Maximize Efficiency

At least 95% of human inefficiency is a management problem.

We need to resist the temptation to ñblow and go!ò 

Slow down. Make sure first. 

Efficiency demands everything weôve talked about up to this point. 



Part 7

Marketing



Marketing

Iôve been saying it for years:

In everything business, marketing Is half.

Marketing is HALF

* What is marketing?

* Is it different than advertising?



Marketing vs 

Advertising

From dictionary.com:

Marketing:

The total of activities involved in the 

transfer of goods from the producer or 

seller to the consumer or buyer, including 

advertising, shipping, storing, and selling.

Advertising:

The act or practice of calling public 

attention to one's product, service, need, 

etc., especially by paid announcements in 

newspapers and magazines, over radio 

or television, on billboards, etc. 

Marketing is HALF

What is a short, simple 

definition of marketing?



Marketing 

Defined

My definition of marketing:

Everything we do that brings us business.

Marketing:

Everything we do that brings us 

business.

How do potential customers 

find small / medium-sized 

companies?



Getting Found

Small and medium-sized companies are found generally in three ways:

ÅLocal advertisements (newspaper, radio, flyers, etc.)

ÅOn line (website, FB Page, Houzz, etc.

ÅWord of mouth

Marketing:

Everything we do that brings us 

business.

Of the three, which is the most 

effective?  The least effective?



Getting Found

Local ads can be effective if your target 

audience consumes that form of media. 

On-line methods are effective if you can 

be found via Google or other search 

engines. Requires a great site = cost and 

maintenance. You should have a great 

website no matter what. People will vet 

you there.

Studies have shown that word-of-mouth

is the most effective method of 

advertising. A big chunk of our marketing 

efforts should be focused there. 

Marketing:

Everything we do that brings us 

business.

If someone has a need and is ready to buy, what are 

the elements that go into their purchasing decision?



Purchasing 

Decision

Elements that go into a 

purchasing decision:

ÅPrice

ÅSpeed of delivery

ÅQuality

ÅAppearance

ÅPopularity

ÅFeatures

ÅEase of use 

ÅEase of maintenance

ÅTrust in the brand

Marketing:

Everything we do that brings us 

business.

Of the above, what is the 

most important?



Trust in Brand

Itôs impossible to say which is always the most important purchasing criteria 

because different people value different things.

Buté right up there at the top of the list for most consumers is Trust in brand.

Bottom line ïtrust is the basis for nearly all sales. Thus our marketing efforts 

should include everything we can do to build trust.

Marketing:

Everything we do that brings us 

business.

Å How is trust built?

Å How long does it take?



Trust -

Relationships

Trust is built through relationships. People trust people they know. 

People are skeptical about people and brands they donôt know. 

Relationships take lots of time to develop. Not weeks or months but years.

Marketing:

Everything we do that brings us 

business.

What does this say about 

get-rich-quick schemes?



Trust -

Relationships

Get-rich-quick schemes donôt work, not for the buyer nor the seller. Theyôre lose-

lose because there is no relationship, no trust.

We touched on these concepts in the chapter on Integrity. 

Bottom line: If weôre to succeed in business we must build long-term, trusting 

relationships.

Marketing:

Everything we do that brings us 

business.

Are we more likely to get 

business from new or 

repeat customers?



Studies have 

shown weôre 

6x more likely 

to get 

business 

from repeat 

customers 

than from 

new ones. 

Marketing:

Everything we do that brings us 

business.

* Why is that?

* List some things we can do to build 

lasting relationships.

Trust -

Relationships



Existing customers already know and 

trust us, plain and simple.

Here are seven things we can do to 

build relationships and trust. 

ÅGive it away

ÅBe likeable.

ÅCommunicate well.

ÅExceed expectations.

ÅSolve problems, donôt create them. 

ÅDo A+ work. (Quality)

ÅBe honest. (Integrity)

Marketing:

Everything we do that brings us 

business.

ÁWeôll break each one down, but first are 

these things advertising?  Marketing?

Á How much do these things cost?

Trust - Relationships



Marketing Cost

The list of seven are all marketing 

items. They are things we do that 

bring us business.

Some of the items donôt cost 

anything, some do. Thatôs all good.

Marketing is supposed to have a 

cost.

Marketing:

Everything we do that brings us 

business.

ÅWhat should we give 

away?

Å How frequently? 

Å How much?


