Maximum PIE -
Winning in Business
*

Hap pily Maximizing Profit in a Small or
Medium -Sized Company

Copyright, 2017, Tim K. Garrison
www. TimKGarrison.com
timg@TimKGarrison.com
360-708-1865



mailto:timg@TimKGarrison.com

sSources

The source material for this presentation comes from: P E A R I-

Pizion » Ko+ Aviny » Rise + L

* My 5" book, P.E.A.R.L., which includes a bibliography
of 60+ books on success.

ﬁ How
g I'tans
* Success consulting with 30+ companies, including a Ruceeod
national and international work with True North

Development, a Detroit-based global lean consultant. Tim K. Garrison

* 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.

Conis|rucTionCALC

ENGINEERING « SOFTWARE

BuirLpER'’S
ENGINEER,




Maximum PIE - Winning in Business.

Happily Maximizing Profit in a Small or Medium-Sized Company

Copyright 2017, Tim K. Garrison. All rights reserved

Chapter Slide Topic Chapter Slide Topic Chapter Slide Topic
Front Cover 1 Maximum PIE - Winning in Business 4.1 81  TQ Culture - Team 160 Minimize dumpsters
2 Sources 82 Team First 162 Human efficiency
3 Table of contents 86 Bad Teammate 7 164 Marketing
1 4 Defining the Problem 89 Team Compatibility 165 Marketing defined
5 Winning and losing 93 Likeabillity 168 Getting found
10 Profit g5 Dissatisfied w/ my place 170 Purchasing decision
15 Probablllty th-e ey SNCTess 56 How can | move up? 171 Trust in brand
Quotient “SQ’
21 Get help, Deming 97 Team Management 172 Trust - relationships
23 A company's report card 4.2 98  TQI Culture - Quality 176 Marketing cost
25 Management's ugly baby 99 Quality - Deming 177 Give it away
2 26  leadership 101 Mediocre vs. Great 179 Memarable?
27 Excellent leadership defined 102 Consistency 180 Be likeable
32 Example - Seattle Mariners 107 Mistakes 181 Communicate
34 Leaders / followers - roles 109 Know your systems 182 Exceed expectations
36 Bad leader 113 Avold mistakes 183 Solve problems don't make them
37 Everyone Iuined - constancy of 114 A+ Quality 184 Quality and integrity
purpose
41 People first - morale 43 117  Integrity 185 Marketing, who?
42 Maney as a motivator 118 Integrity defined 186 Brand defined
43 Bonuses and profit sharing 120 Integrity vs. happiness 189 Brand destruction
45 Non-monetary morale boosters 121 Corruption 191 Brand importance
46 2 for 1 attaboy rule 123 Trust 193 OQur marketing?
47 Effective communication 124 Marketing integrity 8 194 Change
3 52  The Right People 5 126 Maximize income 195 Making Changes
53 Who's in charge - Org Chart 127 Maximum PIE defined 197 Change roadblocks
55 Right people on the bus 128 A thousand little cracks 198 Change is a mindset
58 True colors 131 Opportunity cost 199 Find your motivation
60 Be coachable 132 Mind the beans 200 Fompeny valodinel
mativation
61 Disposition - be happy 136 Maximize vs. minimize 201 Failure is necessary
62 :::c‘:'::’a C":"“’""g B 137 Price point 202 Shetty First Drafts
4.0 68 Culture 141 Getting paid 203 Evaluate and adjust
69 Culture defined 145 Being fast 206 It's not so simple
73 Core Values 149 Templates 208 It's not so quick
75 TQI Culture defined 6 151  Minimize Expense 210 Making it stick
76 Core Values to Culture 152 Lean 212 Wha's the champion?
78 Habits 157 Wasted trips Back Cover 213 Closing - Thank you!




Part 1

*
Winning and Profit:
Defining the Problem



What Is The Difference Between A Baseball Game
and a Business Work Day?

Fieffdn




With The Baseball Game...

There is a winner.

And there is a loser.

What about winners
and losers in a
business work day?




In Business...

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

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




Wh at Does

A What is your definition?

A Is your mindset locked in on
w h a nhai been working?

Aé or whatos ne
achieve it?
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Wh at |l s AWIino I n Busin

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,i Begi n wi t h t he
mi nd. o

|l n business at the end of the day, we
fun doing that. Getting there requires a reprogramming of thought.

| f the ol d way

we must seriously embrace The 7 Habits of Highly
new thinking. A new Effective People

paradigm. Sy . Be proactive
2. Begin with the end in mind

. Put first things first
. Think win-win
5. Seek first to understand,
A What is profit? (hint: and then to be understood
dondét overthi 6. Synergize
. Sharpen the saw

A What is a paradigm?




What i1 s a Paradigm? éePr

par-adigm [ 6 per pndqgm] noun
A typical example or pattern of something; a model.
"there i s a new paradigm for public

prof-it [ O pitt n@dn

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 T Expenses.
P=I-E

OLD PARADIGMS DIE
HARD, EVEN IF THEY

DON'T WORK
Why do we need profit? e




Why is Profit Needed?

Business iIs risky. | t 6s st r e spoofit companyWe

According to Statistic Brain Research Institute [1] the odds of a startup business
succeeding are as follows:

*Year 11 25% will fall.

*Year 31 44% will fall.

*Year 51 55% will fall.

*Year 1017 71% 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 bossod0 sal a

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!

A Is ten percent a gimmie? IE, how
thin is 10%?

A 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;

Adumans (employees) make mistakes. Mistakes kill productivity and profit.
Adumans (management) operates poorly, inefficiently.

Avarkets constantly shift.

ARecessions happen.

ACompetitors are omnipresent and hungry.

* Which of the above |
can we actually control? t
0.

* 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.

| Ove asked many
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?

r e al

empl oyees

whet he




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.

* Retall.

* 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 o
thrown’> Ans: 1/2*1/2 = 0.5"2 = 1/4, or 25%

* . guessing the toss o
thrown’P Ans: (1/2)"3 = 0.5"3 = 1/8, or 12%

2l o
gz 17

* . guessing the toss o
thrown’P 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 i none of which are
perfect.

So there i s an aver ad6 forotemptoyyessandQu ot i
machines. SQ = probability of success. We always strive for an SQ = 1.0

I
0 Va 2 3 i
0 0.25 0.5 0.75 1
0 % 25 % 50 % 75 % 100 %
Impossible  Unlikely Even Likely Certain
chance

The probability scale

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

* .. for our machines?




Probability Theory

Do you think our employeeds average
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 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 0.9710
= 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, 3
5 people with a 0.95 SQ on a job gives us
0.957"5 = 0.77, or 77% chance of success.
Still not great.

\NOT GREAT, NOT TERR| B LE

| f we cano6t bid ampy h
world do we compensate for this
problem?




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.

For sure we need to be more excell en
said than done. Ideas?...

Dude, be more
excellent!




Be More Excellent i Step 1, Get Help

Let s get serious about [ earning from

#1 BESTSELLER
TEREE MILLION CORIES SBLD

: \W Edwards ngmg

ualit il T
rod(gcm 1t)\// and ﬁ'l
Competitive Position .
L gmyth
Revisited

Why Most Small Powerful Lessons

Businesses Don't Work in Personal Change

and What to Do About It

MICHAEL E. GERBER
The Ve cdn vl Small Bosinem Garn

Stephen R. Covey

The International No.1 Destseller
I he

: JHNC. TIPPING
R | POINT

How [ [/Vl'n JAY CONRAD LEVINSON
Friends &

mfzuen,ce{_ GIERRILLA

MARKETING
MALCOLM
CARNEGIE GLADWELL

A Has anyone read any of these? Helpful?
A Other great business books?




Be More Excellent 7 Step 1, Get Help

One of my favs is W. Edwards Deming. He is crystal clear
that we need help:

NnThe fact I s that managemen
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 W. Edwards Deming
. . . . 1900 - 1993
come off with not the faintest idea about how to improve
guality, productivity, and competitive position.

W Edwards Deming
iTop management will require Quality

experienced consultant. o Productivity and
Competitive Position

A How does a company know i|f
AFrom where does a companyos




Be More Excellent 7T Ask, Listen, Hear

Deming tells us that a notcomefamy 6s r e p ¢
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 iy, “Itis not enough to do your best;

Ao re'?"t” card 4  youmustknow what to do,
oesno C 0 m|e » ”

outside consultants. Wal .’ and then do your best

Well then why should | -W. Edwards Deming

we spend money on a
consultant?




Be More Excellent i Ask, Listen, Hear

Empl oyees and customers tell you THAT
Consultants tell you WHY; and then HOW to fix it.

But keep listening to employees i they also can provide valuable WHY
and HOW input.

A How good are we at
asking and
listening to
workers?

Aé. To custlomer s

AWhoods resplonsi
IS this?




Management 6s Ugly Bab\

Alcures to a company6s woes must come

Demi ng s a y-fsre peridetiofghe prgblems in [a company] are the
fault of management . O

| say i1itbés closer to

A Do you agree?

Alf wedre not bl aming
are we blaming?

A What should management 0s .
be in righting the ship?




Part 2
x
Leadership



Step 21 Excellent Leadership

If all cures come from the top, then it behooves us to have great people
up there to get it done.

—(()—
What makes a great

A How much leadership
training have we had?

A Does being good at our
trade automatically make
us a good leader?

A What is great leadership
(definition)?




Excellent Leadership

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

A couple great leadership resources: Good to Great, Jim Collins. Or any
book by John Maxwelli heds written over 70 al mos

Joun C.

i MAxwELL
A How about old school K
punishment techniques? DEVELOPING |8

A How about leading by example? Y t/e| .JEADER |

8 WitHin Yot



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
t hheyb6bre al ways being watched and shoul
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:

A\mbitious foremost for the company, not themselves.

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

Are modest, understated. Not showboaters nor glory hogs.

Adentify their successors and set them up for even greater success.
Arake the blame when problems arise and dish praise when credit is due.
Are perpetually optimistic.

Adave great people skills.

Are infectiously enthusiastic.

Are more about giving than taking.
Are genuinely caring.

Adave great vision.

Are analytical first, then decisive.

Awill change course when necessary.
Are innovative. Do not follow the pack.
AEmbrace 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:
A | beli eve t hat p dkesofthe bedt] existaNagound5 | e a ¢
us, if we just know what to look for, and that many people have the

potential to evolve i nto Level 5.0

So the point is, even if our leadership skills are not great today, with some
education, mentoring, practice, and hard work they could be.

A Name a great leader you know
personally and tell why.

A What 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. Heredbds what he w

APositive energy, I n
players, a good baseball background, a
teacher, someone who can create a

plan and lead people.

Al n many ways a manhna
as much about creating an

environment as it is about Xs and Os.

Too much 1 s made of
more about environment, leadership,

and energy. o

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
the fault of management.

| think coach Serva
| eader. The probl em
management probl em.

Is it clear to you what your role is
in this company?

Mari ner so

I S 1 S
| S |
Mor e

VvV e
h e

(just




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.

A On a scale of 1-5 with 5 being excellent how would you rate
yourself in your role?

A 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
anup-todate Org Chart. More on that | ate

| f you donot feel confident I n your r
Aviake yourself better by studying, reading, reaching out to a mentor.

Avisit 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

Wedbve all been in the position of f ol
effective. Our options are limited:

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

ANMalk to the | eaderés supervisor. Not e
and for good reason. (Why?)
Alf you talk to the | eaderoés supe

facts, not emotion.

A And most importantly, bring a solution.

A eave the company. NOT SURE IF.1 AM A BAD
LEADER

For a team to be effective, what
percentage of teammates must
be all in? OR EVERYONEELSE I§ JUST A BAD

I:u'm-“v‘EI.‘.emegenerator.net



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 theyoOre doing

This is what Deming calls constancy of purpose.

The W, EDWARDS
!: o .
g Deming

Q Institute

A \ W. Edwards Deming

How can we achieve
constancy of purpose, |E A company could put a top man at every

how do we get everyone position and be swallowed by a
knowi ng what| the competitor with people only half as good,

o ¥
doing” | but who are workmg together.
€ everyofnRds| buy




Constancy of Purpose

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 theyor e
| earning. More on that | ateré

A Does the Owner /
upper management
actually have a boss?

Aé who? (hinlt, recall
chapter 1)




Constancy of Purpose

The Owner O0s custorses. iTsh atthbtes ul ti mately w
Are we really listening to our customers? Recall Chapter 1.

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

A How do we ensure everyone
is doing the right thing, as
efficiently as possible?

A How do we ensure everyone
Is mentally all-in?




Constancy of Purpose

The only way to ensure that all associates are doing the right things as
efficiently as possible is through training and education. We 06 | | di s«
in detail in the next chapter.

To ensure that everyone ismentallyall-i n r equi res that th
work.

If you can't describe what you are doing
as a process, you don't know what

you're doing.

W. Edwards Deming

A Is everyone here happy at
work?

A Why or why not?
A What could we do better?




People First

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.

Clients
do not come first.

Employees
come first.

If you take care of ’
your employees,
they will take care
A Is money a really motivator? of the clients.

Why’) Richard Branson

A Do you agree wilth
quote? Why?




Money as a Motivator

Money is definitely a motivator. For example, secret shopper program at
Five Guys Burgers and Fries.

List some ways to
motivate with money.




Bonuses and Profit Sharing

Monetary methods to motivate:
fSalary. (Pretty obvious.)

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

Arofit Sharing. Two types:

A 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.

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

ordinary income tax on the monies received.

Is it possible that using money to
motivate is a double-edged
sword? List some downsides to
using money to motivate.

ﬂ

8

r\/



Bonuses and Profit Sharing

Possible downsides to monetary motivators:
AMhe fibonusodo becomes viewed as an ent
Aan result in Mmhbdwe DO Aamaed sfi h@mwear ant e

Aeffort and time required to determine who gets what.

A Possible factors: longevity; performance; missed time from work;
likeability; who does the rating; rating system creation, implementation,
and maintenance.

Merception of favoritism.
Af co-workers do the rating, can be divisive.

~

Perception that ités not enough, i.e
or workerso efforts.

A Is monetary motivation worthwhile?
If so which method is best for us?

A Besides money, list some ways to
boost morale.




Non-Monetary Morale Boosters

Managemen tmbgetaryo n
moral boosters:

ABe positive, always.
ASmile
2 for 1 attaboy rule

Arake a personal interest in each
other, up and down the org chart

A Do fun things sometimes

A Mix up job tasks i keep it fresh

A Clean up. Everyone chip in

ABuy someone6s | unc
A Communicate well

55 | @ myjob

A These may boost morale
but do they motivate?

A What is the 2 for 1 attaboy
rule?
£ ’\\ D




2 For 1 Attaboy Rule

When morale is good, people are happy. Happy people
are productive people. So, yes, morale should be viewed
as a maotivator.

NOW OVER 9.703,000 COPIES SOLD

The 2 for 1 Attaboy Rule: _ Huw
For every 1 discipline, apply 2 attaboys. . ' m W|N
The KKK corollary: Kiss, Kick, Kiss. ' FHlEan

. . ~ AND :
This i s a page out of Dal e INFLUENCE ¥
seller, How To Win Friends and Influence People. His PEOPLE
way of sayingitt iBe hearty in your NALE CARNEGIE
| avish in your praise.o = =

o -
o S gt

A Is communication really a
morale issue?

A Why is effective
communication important?




Effective Communication

Effective communication is critical to
mor al e. When 1to6s
frustrated and angry.

When 1 to6s good, peo
positively.

If good communication is always
happening, associates will feel more
secure in their jobs. IE management is
constantly keeping everyone apprised
of the companyos

A List three elements of effective
communication?

A Should management be
forthcoming when the
corporation is on hard times?




Effective Communication

Management should always communicate both the good and bad. When

di sclosing chall enges, I t6s a gol den
fixes. | preach full-disclosure, open book policy. This builds trust i the
foundation of any relationship. More on trust | atereé

Communicating well is pretty simple:

Aisten

A\sk questions

ASpeak clearly i

Alsten, hear - Most people do not
Asay enough but not too much i be concise. listen with the intent

Alisten, pay attention
AUse appropriate language to understand.

AReturn phone calls, texts, emails quickly Most People listen

with the intent to
reply.

When you canot| agree o
Issue what should you not do?

~ Stephen R. Covey



Effective Communication

| t 6s unreasonable to expect full agr e
each otheri i t dastunate fact of life. Accept it, embrace it, be an expert at

dealing with it.

Do not:

Aralk over each other
Raise your voice fito be heard better.

A scalate an argument. Beware the vicious argument cycle.

3
A

A Why is disagreement
Afortunateo?

AWhen you can|ot agr e
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:

A\gree to disagree. Shift your thinking to accept this as a viable outcome.
BAhelf the issue for a day or two. |t
help clarify.

ATry again when heads are cool.

What about when a
decision needs to be
made but agreement
is still not happening?




Effective Communication

When a deci sion must be made but

agr e
in charge makes the call. End of story.

| f you dondét get your way accepfifleamt a
first,always.Mor e on this | ateré

s

Whodos in charge?
How do we know




Part 3
*

The Right People



Whoos |

n

Charge?

Get t he

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

C 0 mp a org ohart.
playbook.

Thi

S

A What does the org. chart tell us?

A Why is that so important?

S

a page out

> d‘ -

ORE THAN ONE MILLION COMES S0LD/

L "OerDer s powerisd maghts Nave grven Mousarsly of
Entrepreneurs Aew Control aver thew Dusresses *

~Buicers Magure
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The .
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i Why Most Small '
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Be More Excellent T Get 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.

*Di scl oses whoos
on and who has too few.

*Enables delegation via clear
understanding of who has authority
over who.

G S S M
5 s
e b
S——

' 1 ' ' ' '
-
; r a5 -
-r
L 1 ' 3 ' 3

Pr— P———
-
- anag Ansges
< O . sinn
—_— | S ———
PENR—— P E————
’ anag anzg
5 =S \ el
U sscq
| CU— | S ——

A Do we have an org chart?
A Is it up to date?
A Is it complete?

A 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:

AnTo be clear, the main point Ttshantodts |
nothing new. The main point is to first get the right people on the bus and
the wrong people off the bus before \

How do you know
and whods wrongl




Be More Excellent i The Right People On the Bus

Herebs a powerful way to know whoods

* Mentally fire everyone.

* Decide who youdd rehire and who yol
1 = Would definitely rehire.
2 = Might rehire.
3 =Noway i gone for good.

* Get rid of the 3s.

* Keep the 1s.

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

“Get the right people on the bus,
the wrong people off the bus, and

get the right people in the right seats on the bus.” P

What 6s t he p[rol
keeping 2s and 3s? Jim Collins




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 | consult with.

NOT SO

Can a person be managed or FAST!

trained up a notch?




The Right People i True 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.

A Is it worth the effort to try to train, PEOPLE
manage, lead a person up a notch?

Half a notch? SHBW THEIR

A Can you think of someone who TRUEC ' ORS
L

changed their true colors?

A If you find someone like that, is he/she UNINTENTIONALLY.
a keeper, IE a 1? Why? PAY ATTEN"UN




True Colors

If someone has the rare ability to change for the better, that means they
are trainable, coachable.

Il n my book that el evates their worth

Why is being
coachable so
important?




Be More Excellent i Be Coachable

Someone whoodés coachabl e:

A Is eager to learn. Excellence in anything is directly proportional to
knowledge in that endeavor.

Als a Team player. Super i mportant.

A s likely a friendly, happy person.

Does a personos
disposition matter in the
workplace?




Be More Excellent i Be 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 a
person? More on t

a
t

grouch? ¢é a
r

er é

How does a
person learn the
company ropes?




Teaching / Mentoring

The main ingredient in being more excellent is learning.

We | earn by being taught. The nteache
1) Experience, i.e. trial and error; or
2) A person.

Which is better? Why?




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.

— 3

Eighty percent of man
each, teach, teach. o
-Jim Sinegal, past CEO, Costco

A List two upsides with person-to-
person teaching.

A Is there a cost involved in teaching?

A Why is teaching so important to
Sinegal?




Teaching 7T Mentoring

Upsides with person-to-person teaching:

Aromotes relationships.

ARequires that the teacher really know the subject matter.
Avinimizes risk of T&E failure.

AResults 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.

=B
A Why is knowledge so important A
in our business? COST

A How about the employee who BENEFITS .

does not respond to mentoring?




Teaching - Mentoring

Knowl edge of our baili wick I s what se
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 doesnd6t respond to me
threat to our company.

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

A 1s there a limit on who should
teach and who should be taught?

A 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. Jy/

* 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 t hi

I s wWRECDHhTt
percent of managementds job 1 s to t

¥
e

a

* I f you dono6ét know
guess and go, or get an answer?

* What is the cost of a mistake?
(more on this later)
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Culture



Culture

A companyos <Qturs.tfgout s wi t h
want a high SQ, have a high-functioning
culture.

The inverse tends also to be true.

Every company has a culture 7 for better or
worse.

What is culture?




Culture

ere is my Culture 1s the collec
definition: .
mineset

What is the significance of the word,
Acoll ectiveo in the above definition?




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 coIIeJ:ti
mineset




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 compa

ny 0s

Culture 1s the colle¢
mineset




This graphic indicates
some elements of
culture.

* How would you describe our
culture?

* |s culture different than Core
Values? How?

Core Values

oY) ]

o Z g § 8

g %3 conduct "9 % .9 g "%
Sggee 5 I8 A

q b 5

S 093¢ 2. culture 5 industry 3
o N A E" = marketing - b E
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80 ¥ organization Statement s

CORE VALUES

Zethics 3 goals mission ¢
code S accountab111ty

> values
= customer service

" business firm

one company’
example I'lllCS

prin<:1ples
empl oyees
integrity

Culture i1s the colle
mineset




Core Values

D) A £ ¢ o
Core Values are usually —~ — = 5B o
) . Q) conduct "9 - = 3
statements written in a E c E se 3 ¢85 s 3
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et CORE VALUES
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> code & accountab111ty
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= customer service

yees

S

" business firm

* Are there aspects of our culture one company’
that lead to low SQ, low profit? sl files

List a few.

princ1ple
emplo
integrity

* List the top three aspects of

culture for any company. Culture iIs the colle

mineset




TQI Culture

Here are my top three
elements of culture.
These should also be
Core Values.

Get this ri
well on our way to
Winning In Business:

1Ol

1. Team
2. Quality
3. Integrity

More on TQI in a minute. First, how do we Culture i1s the collec
transform Core Values to culture? i
mineset




Core Values to Culture

We transform Core Values to culture
via teaching. Remember Jim Sinegal:
nTeach, t each, t eac

And also walking the talk.

A If you were to take a test on
the company manual, how
well would you do?

A How do we maintain culture? Culture i1s the colle
mingdset




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 dondét wanit

A How well do you walk the
company talk?

A What can you do to be better at it?
A How do habits play into this?

Culture i1s the colle
mineset




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.

A How long does it take to
form a habit?

Aé to change crne?

Culture Is the collefc
mineset

"Ue first make our
habits, and then our

habitc make u,"




Habits

THE POWER OF

HABIT

WHY WEDO WHAT WE DO IN LIFE AND BUSINESS

Research has shown that a new habit takes 3
months to a year to form.

Once It owns wus, 1to6s near|
So if we want to change our culture, be prepared

foratoughgo-i t 6s al ready there,
better or worse.

Charles Duhigg

WITH A REW AFTERWORD BY THE AUINOR

How do we change a habit?

Culture iIs the colle
mingset




Habits Culture is the colle
mingset

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

A Recognize the issue.

A Committo the change. Youmust really WANT this o
A Tip: Replace a bad habit with a new good one.

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

AExecute every day, even when you dor

Your Life

does not get
better by

A Name a habit you want chance.
R tljoc“igzi:f.ca” . It gets better
W ITl Y Wil you
do it? by Chang%w
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Team First

TQI = Team.Quality. | ntegrity.

The first aspect of our TQI culture is Team.

t s not an acci

A The picture at the right,
what i1 f one
i n for the t
people?

A Why is Team so
important?

dent t hat Team comes

f




Team First TQI = Team.Quality. I ntegrity.

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
Ameo thinking and replace it with fAwe

T.E.A.M.: Together Everyone Achieves More. The team comes first.
Always. Not individuals, not egos, not profits.

TOGETHER
EVERYONE

ACHIEVES
MORE

We exist to make profit. Why is
team more important than profit?




Team First

TQI = Team.Quality. | ntegrity.

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.

A Can you think of a

famous pers

all about Team?

A How about
al | about

A




Team First TQI = Team.Quality. | ntegrity.

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.
RUIe 3 Be early' NEW YORK TIMES BESTSELLER

Ad A
HEAD COACH OF THE
SEATTLE SEAHAWKS =
p. 3

e
CAR Ro LL s o

WITH YOGI ROTH

* Can you think of a dysfunctional pro
sports team?

* How well did they fare?

% LIVE, WORK,
Are pro sports comparable to our :NCDH:IﬁAPY”:.'I'KE

business?
FOREMER



Bad Teammate TQI = Team.Quality. | ntegrity.

Pro sports teams are businesses. They
similar to us: same goal, different occupation.

Teams do best when everyone is talented and tries their best. But there will
someti mes be a teammate who does not

adhere to the Team philosophy.

|s it okay to trash talk that low
SQer? They sure as heck
deserve it!




Bad Teammate TQI = Team.Quality. | ntegrity.

Trash talking results inwin-I o s e . Not acceptabl e. | f
something positive, say nothing.

Whodos responsibili
bad teammate T management or the
rest of the team?




Bad Teammate TQI = Team.Quality. | ntegrity.

Some teams | et the team deal with 1i1ts
mentality and a recipe for big trouble, maybe a lawsuit.

A bad teammate is a management problem. The sooner management is
made aware of 1t and acts, the better

A What are the chances all of us are
compatible?

A What is a reasonable compatibility
goal among any two people?

Aé among a group crf peopl e?




Team

Compatibility TQI = Team.Quality. I ntegrity.

No two or more people are 100% compat
expect that.

| 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.

What does the 90-10 rule infer
about selecting teammates?




Team

Compatibility TQI = Team.Quality. I ntegrity.

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.

| f wedre considering a potential tear
60-40, we should pass on him/her.

A Can we define a minimum
compatibility for hiring purposes?

A Does the 90-10 rule apply to
personal relationships too?

A How do you define a strong team?




Team

Compatibility TQI = Team.Quality. I ntegrity.

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

Andividuals are motivated by the team winning, not themselves.
Adve got your back, youdve got mine.
AVly top priority is my teammate.

Andividuals show compassion and caring for all teammates, not just some.
Andividuals are able to set aside petty differences for the good of the team.

A When people observe us, do they see a
strong Team?

A s it important that you love your
teammate(s)?

AWhat if you donot
him/her/them?




Team

Compatibility

TQI = Team.Quality. | ntegrity.

| t 6s hel pful if
simply wonoé6t be

| f you donot

y ou, I t 0s

How do | know if
| O6m | Pkea

0 |

about

e

y ou

compati bl e

| i ke a

t he

| ov e

your

teammat e,

Team.

Do

and

t ea
t ha

f ake
wh a't




Likeability TQI = Team.Quality. | ntegrity.

If you are likeable:
ANearly all people, not just some, will smile at you a lot.

Avou smile a lot.
People will want to talk with you, e

Aeople will volunteer to help you.

Li st some thinfgs |
not likeable but want to be.




Likeability TQI = Team.Quality. | ntegrity.

If you want to be more likeable, every day:

ASmile a lot.

Aralk with strangers, especially lonely or disadvantaged folks.

Aimit how much you use the words fil 0
AChoose to be terrific! (rather than woe-is-me.)

ABe genuinely interested in others.
ABe humble.

Asolunteer to help a lot.

Continuous self-improvement cycle

Reform yourselves to make Listen Listen actively; Be curious
the new learning a habit. and non-judgmental.
Listen to learn

Research to learn more,

What 1 f 1 0m not
with my place on the

teamr) Reflect if the new learning Learn to bring a change in
makes you happier and Reflect behavior through practice
helps achieve your goals. and experience.



Dissatisfied With : :
TOIl = Team. lity. | nteqrity.
My Place on Team Q eam.Qualty. I ntegrity

| f youdbre not happy with your place ¢
t al k, tldsa tndiead talk tonyour immediate supervisor - stay

within the org chart.
A Keep it factual i not emotional.
A Come prepared with at least two solutions.

A Be prepared to not get your way. Management should try to
accommodate you but i n fohtlee Taamd wi | |

What can | do if |
want to move up in
the company?




How Can | Move

Up? TQI = Team.Quality. | ntegrity.

In order to earn a promotion you muststandout.t Her e 6s h o w:

A Bring work in.
A Haveanfiab andd ey o n d éethievo r k
A Better yourself through education, self-study, seeking mentoring, etc.
A Be devoted to the company. Longevity is huge.
A Bea-lteam player. A1f you Wa
A Be likeable. thrive in my
A Be punctual. company, do
A Be flexible. things that take
o . stress off
A Volunteer for the dirty jobs. No prima donnas. ‘Mark Cuban

A Be a thinker, problem-solver.

A Make relationships within our industry.

What can management do to
maintain harmony on the team?




Team TQI = Team.Quality. I ntegrity.
Management

Management should do all it can to ensure harmony, including:
Adiring right in the first place.

Arovide personal development input and or training.
Aositioning people to maximize compatibility.

But i f a personds true colors cause t
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. Thatodés our <cul tur




Part 4.2
*
TQI Culture - Quality



Quality

TQI = Team.Quality. | ntegrity.

The second aspect of our TQI culture is Quality.

Who or what do you
think of when you think
of quality?




Quality

| think of Deming.

Demi ngb6bs mai n
helping businesses be
profitable was to minimize
defects and maximize
quality.

A Why is quality so
important?

A One company is
mediocre, another
great. List some
reasons for the
difference.

TQI = Team.Quality. I ntegrity.

t hr ust

Total Quality Management
« The American statistician Edward Deming developed
the revolutionary concept, now commonly referred to
as TQM.
» “Zero Defect" production, concept of TQM.

* The basic four cornerstones of Deming's TQM
include
» customer focus,
« continuous improvement,
« defect prevention and
» the importance of sharing quality responsibilities.

* Teamwork and team effort .




Mediocre vs. Great

What 6s the difference bet we
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 TQI = Team.Quality. | ntegrity.

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

Consistency means unaffected by:
A Stress
A Adversity

A Competition
The bitterness of poor

quality remains long after
the sweetness of low

price is forgotten.

RENTAMIN FTRANKLN

For each of the
above three,
discuss how
consistency can
be affected.




Consistency

TQI = Team.Quality. | ntegrity.

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?

nl f I mi ssed
what ? | wasnot
a missed shot or mistake
affect the rest of my night.
Why would | worry about
a shot I hadn &
yet ?20

-Michael Jordan



Consistency TQI = Team.Quality. | ntegrity.

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.

AManagement by crisiso 1is

[55

How do we minimize
adversity?

€ competitilon?




Consistency TQI = Team.Quality. | ntegrity.

Adversity and competition are things beyond our control. The best we can do is
be preparedf or what fate deals us. | t 6s t he
That we can do. Specifically:

Ao we have an active bullpen of replacement workers? If not, do we have a
welldef i ned method of hiring at a moment

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

Ao we have backup machines for our mission-critical ones? If not physical
backup machines, methods for getting it done when ours fails?

Ao 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.

Al f you ,.,,.,'.,";'.:1

| m P“o”'ﬁ‘y thege,

AWhoods our ch

Q)

each of the above? ouldno b«
_ d | fference.
A Name a product or service practiced so hard. |
you buy thatds wafiel th beSpRepated
consistent. for the game /’

AHow about one that_QishaeliBriaR




Consistency TQI = Team.Quality. | ntegrity.

|l nternet service providers need to be
want any excusedinewhen youdre on

Restaurants need to be consistently clean and serve consistently tasty food.
Excuses = youoll go el sewher e.

The biggest cost of poor quality is
when your customer buys it from
someone else because they didn't

like yours.

— (). Edwards Dem.én.g.. —

What can a business do to
become more consistent?




Mistakes

TQI = Team.Quality. I ntegrity.

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

quality.

A
\"n."

MIST AEKS

HAPPEN.

QUALITY
CONTORL

L

mistake?

What is the cost of a




Mistakes TQI = Team.Quality. I ntegrity.

Mistakes cost at least 5x.

1. Cost doing it wrong. "IF YOU THINK GOOD DESIGN IS
2. Cost to undo the mistake. EXPENSWE, YOU SHOULD LOOK

3. Cost to redo it correctly.

4. Cost in bruised relationships.

5. Costintime 1 lost opportunity. DR. RALF SPETH, CE0 JAGUAR
Sometimes also:

6* Ripple effect i downstream workers affected by

your mistake.

7* Cost in Brand devaluation.

AT THE COST OF BAD DESIGN"

If you want to be profitable, Quality is paramount.

A 5x mistake examples in our company?

A Does it make sense to spend more ti
right; or just blow and go!

A What matters more: working hard; or working smart?
A How do we prevent mistakes?




Know Your TQI = Team.Quality. I ntegrity.
Systems

AYou canét i mprove something unless vy
system.
AA fisystemd could be: employee timeke

producing report Y; delivery of materials; customer happiness; job
safety. Anything that is results-driven.

A Deming used statistics to accurately define systems. If a process is in
statistical control, i1t 6s pretty easy to know v
tossed into the gears.

Name two systems we have, and
t el |l how we know t
operating well.




Know Your TQI = Team.Quality. I ntegrity.
Systems

Run charts and control charts alert u
the problem is or the cause, just that there is one.

Average 40 home run hitters per baseball
team per year since 1924

A Name a money- 0.600

bleeding system 0.500

that is out of T /

statistical \ /

control. IE one 0580 \/\_/\
\

t hat we |do%8 t j
have data on to 0.100 —— N
know better. B0

A How can we
define it better?

1924

1929
1934
1939
1944
1949
1954
1959
1964
1969
1974
1979
1984
1989
1994
1999
2004
2009

Run chart example. This could show miles per gallon, number of defects,
patient falls in a hospital i anything.



Know Your
Systems

TQI = Team.Quality. | ntegrity.

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

®6 YU CAN'T MANAGE
WHAT YOU DON'T MEASURE.

- W. Edward Deming

A Would data collection be
worthwhile for us? How?

A Once collected, will we be
able to monitor data
effectively in the future?

“Without data you're just
another person with an
opinion”

- W. Edwards Deming




Know Your

Systems TQI = Team.Quality. | ntegrity.

Deming worked with giant corporations. Data collection and analysis was
critical to their success. But he also knew about too much data.

A smal l company may spend more resour
- diminishing returns.

Bottom lineis,i f you dono6ét have contr ol of vy
running as efficiently as possible, and your quality is not optimal. Thus
profit suffers. Do what makes sense for your company, but do something.

JUST BECAUSE YOU CAN
MEASURE EVERYTHING

A Again name two systems and DOESN'T MEAN THAT

tell what we should do to

ensure statistical control. YOU SHOULD

A How do we avoid mistakes?

W EDWARDS DEMING




Avoid Mistakes TQIl = Team.Quality. I ntegrity.

Here is the best way to avoid mistakes:

1. Thoroughly wunderstand what youore
stop and ask.

2. Plan i1it. I f you dondét have a pl an,
3. Time everything right. | f you can¢
4. Learn from failure. Yours and ot he

WAYS TO AVOID
MISTAKES AT WORK

A What letter grade would
you give our
guality?

A What letter grade should
it be?




A+

TQI = Team.Quality. | ntegrity.

| always strive for A+.
Not C, not B, not A-.

A+, always.

What benefits do we reap from
being an A+ company?

Q(/}//(/;f I/~

é\ *****
S i %,0




A+ TQI = Team.Quality. I ntegrity.

The main benefit of A+ is that we Stand Out. To our clients, to the people
they tell, and to all who observe us.

|l n all things business, marketing 1iIs

We want the reputation of being not just good, but great. We should set
the industry standard, not try to keep up with it.

IF YOU DON'T HAVE

* What are the consequences of being TlME TU

a C-level company? l, WHEN WILL
YOU HAVE TIME TO

b if I
ndiduals are C or Biovels DO IT OVER.




A+ TQI = Team.Quality. I ntegrity.

Anything lessthanA-l evel and wedl | pay ul ti mat

non-e xi stent profit. Wedoll | ose cust ome
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.




Part 4.3
*
TQI Culture - Integrity



Integrity

TQI = Team.Quality. | ntegrity.

The third aspect of our TQI culture is Integrity.

What is your definition of
integrity?

INTEGRITY




Integrity TQIl = Team.Quality. I ntegrity.

My t ake: | f you distil]l al | of humanki
glass, the golden, heady liqueur shimmering therein would be integrity.

R GHTEOUS
HO ORABLE
TRU HFUL
BLAM LESS

RACEFUL
UP IGHT
DISC PLINED

Is happiness possible FAl HFUL
without integrity? HOL




Integrity vs
Happiness

TQI = Team.Quality. | ntegrity.

| 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?

INTEGRITY

[S DOING THE
RIGHT THING.

EVEN WHEN
NO ONE IS
WATCHING.

C.S. LEwWIS




Corruption TQI = Team.Quality. | ntegrity.

Without integrity, no company will last.

Corruption, the opposite of integrity, is like a parasite that slowly gnaws
away until no structure is left. Witdtl
of when your house will crumble.

Das Auto Fraud.

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




Corruption TQI = Team.Quality. | ntegrity.

Integrity failure:
* Wrecks relationships.
* Invites lawsuits.

* Loses clients, now and in the : :
future. Causes bad reviews online. N Takes years to:build
. = ’

* Makes you toxic to banks and seconds to break and
other institutions that you need. forever to repair.

A What is the most important factor
in purchasing decisions?

Aé hiring decisiagns?




Trust TQI = Team.Quality. | ntegrity.

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.

How do peopl e kno;
got integrity?




Marketing
Integrity

TQI = Team.Quality. | ntegrity.

People find out about a companyos

Mased on their personal experience.

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

Integrity is something you show rather than tell.

* 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?

nte




Marketing

Integrity TQI = Team.Quality. | ntegrity.

| t 6 s d difeftly markettintegrity.

But 1 tds easy to indirect levyerysrgletimet I
People will notice and tell others.

Integrity

World is watching



Part 5
*
Maximize Income



Maximum PIE = Max Income, Min Expense

Now that we have:

AThe right people on the bus

Arhe wrong ones off

Arhe right people in the right seats
ATQI Culture in place

| t 6s time to get
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?




O

Big chasm i rare.

Why are big chasms rare
and many little cracks
common?

A Thousand Little Cracks

Every company | work with suffers the same
problem:

They bleed money from a thousand little cracks
rather than one or two gaping fissures.

A thousand little cracks i common.




A Thousand Little Cracks

Big gaping holes demand attention and usually get fixed.

Small holes are viewed as an annoyance i something we can live with. The
problem is they add up.

We s houl dmimddhe penmiesand the dollars will followd mi nds

MIND
YOUR
PENNIES

Explain how small
leaks cost us profit.




A Thousand Little Cracks

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

A How much profit cushion do we really have?

A Name a few small money leaking cracks
here.

AWhy donét they get fi|lxed

A What 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.

Opportunity Cost

noun
1. (economics) the benefit that could have been gained from an
alertnative use of the same resource

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
wi dgets, we forfeited the I ncome of

A Examples of opportunity cost in our company?
A Does upper management understand AND stay on top of accounting?




Be More Excellent - Mind the Beans

Most companiesOo upp enalynezamiagteimeavn bookd o0 n c
reqularly. Big problem.

A When was the last time our
upper management went
through the balance sheet line-
by-line?

A ... A/R and A/P?

A Why is ignorance here a
problem?




Mind the Beans

| f youdbre not minding the beans, you
cash is available.

Cash flow is the life blood of any company.

List some consequences of
bad cash flow.




Mind the Beans

Wit hout cash we cano6t pay empl oyees ol
vendors stop producing, further damaging cash flow.

Wit hout cash we candét buy equi pment ar
our job, further damaging cash flow.

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

Wi t hout cash we canot rei n\ ' ' (

VING
List some reasons management I‘'m HA AN
might not be aware of cash flow OUT-OF-MONEY
problems. EXPERIENCE




Mind the Beans

Possible reasons management might not know about cash flow problems:

MBookkeeping staff may not be doing things right.

AOther staff may not be feeding accounting correct or on-time information
(timecards, invoice requests, expense requests, etc.)

Bookkeeping staff donét know when pro
MBookkeeping software may not be set up / operating correctly.

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

Arhere might be corruption / embezzlement happening.

R
AWhoodos responsibility
be on top of the above - the
bookkeeper?

AWhat o6s more dilfficul't
maximize income, or
minimize expense? Why?




How Do We Maximize Income?

| t6s usually harder to maximize iIincor

AThere is only so much we can charge and still be competitive.
Aor most companies there is only so much market we can tap to sell to.

AThere are numerous things we can do to cut costs.

A Is our price point competitive?
A Can we charge more? How?




Maximize Income i Price Point

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

Hey, this is America i
why not skin a fat hog
when we can?




Price Point

Some companies gouge when they can (¢
business. A gouged customer is a loser in a win-lose transaction. A
gouged customer is an angry customer.

With soci al media I tos pretty easy f ¢

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

AWhat is Afainrn

A Should we always aim for
the highest price we can
fetch?




Price Point

AFai r Pr iycoeuvad te payihilte tables were turned.

Sometimes we price with different goals in mind:
Aviaximize profit

ABring in new customers
ASurvive a recession
AVieet 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?

[t




Price Point

There are a few ways to know i f youor

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

Aheck your competitionds pri cabtkee Sam
time. Be sure youdre comparing apples t

A better way is to simply ask your customers.

My
FAIREST

PRICE

What else can we do
to maximize income?

EVER!



Maximize Income i Getting Paid

An obvious way to maximize i1 ncome i s

mr—

M\

* Are we being paid quickly and happily?
* What 6s wrong with|slow payments?

* Are we being paidjall that weobOre du




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 onour parti we di dndét i nvoice or

LDON'T LIKE
TO DREAM

ABOUT GETTING

PAID.

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 Dbil | coll ectors. | 6ve certainly dc¢

But not any more. | created a system that
really works and so can you.

|
. i
"

- £

List three things that must be done IRE BS3INESS OWNER'S SUIDE
to ensure on-time, full payments. 18 MANAGINE BICEITABLS ANS

CALLECTANG BERTE IN JaMATLAND




Getting Paid

A Invoicing must be made a top priority by management, who must
always walk the talk.

A Invoicing systems and all of their subparts (for example timecards)
must be clearly defined, easy to use, and understood by ALL.

A As with any system an actual person must champion invoicing. The
buck stops with that person.

* Other ideas to maximize income? PA ID |

* How about being fast?

* What do you think of the old saying,
ATi me equals money?o




Maximize Income 1 Being Fast

In business, Time = Money.

AThe faster we are the more we produce and get paid for. Opportunity cost
goes to zero.

Arhe 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 n
be slow and good than fast and bad. Quality is a foundational part of our TQI
culture, speed I snot.

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

List three things we can
do to be fastin a
controlled fashion.

SRS




Being Fast, In Control

A 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.

A Equipment. Controlled speed requires good equipment. For example, with
copiers you pay more for higher copies per minute.

A Systems. Controlled speed requires good systems. Systems can be
software, procedures, processes, or anything else we devise.

A On a 1-10 scale, how fast are our
people?

A Examples of equipment we have or
should have?

A List three systems in our biz that are
integral to our speed.

So I just heard
there is a new slowpoke.




Being Fast i Example

| 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 i Templates

Templates are likely our best opportunity for controlled speed. In my business
that is certainly the case.

ASpreadsheets
Anord templates
AStandard details

Says me: He / she who has the best
templates wins.

A List your three most important
templates / systems.

A Do they cost or make you
money?




Maximize Income i Templates

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.

A Do each of our templates / systems
have an actual person in charge?
Who?

A Is there a formal procedure in place
to gather input and update?

A 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 | be so confident 1in
already doing everything possible to minimize expenses i right?

Competmon,l the .

’ I
edge of business, always

away;at cc’asts

Henry Ford

Wh at Il s |[ALeano?

saying

N



Minimize Expenses - Lean

Lean means eliminating waste. Waste is defined as anything a customer
wonot 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 dondt accommodate full she
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.

At hhousand

s Lean a fngapi
i ttlhe cr




Lean

Lean i s al most always a nthousand | it
No single i1 tem wil!/| break the bank bl
significant.

Lean Six Sigma: 8 Wastes

Defects Overproduction Waiting Non-Utilized Talent
Efforts caused by Production that is more Wasted time waiting Underutilizing people’s
rework, scrap, and than needed or for the next step talents, skills,
A Your incorrect information. before it is needed. in a process. knowledge.
examples of
waste? !
A How does this 9
happen?
Transportation Inventory Motion Extra-Processing
Unnecessary Excess products Unnecessary More work or higher
movements of and materials not movements by quality than is required

products & materials. being processed. people (e.g., walking). by the customer,



Lean

Waste happens:

ANhen people are lazy.

ANhen people are
uninformed.

ANhen people are arrogant.
ASometimes 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 donot <care. | f
low 2 or a 3.

Accidents happen, true enough. However, many are avoidable with proper
people, planning and preparation, which are management issues.

Let s be resourcef ud nnt wact of 11l

Resourcefulness

» Resourcefulness vs.

What do you think is the No. Wastefulness
1 waste issue for
construction companies? Finding practical uses for that which

others would overlook or discard




Minimize Expense T No Wasted Trips

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

A s this a problem with
us?

AWhatoés our
inefficiency?

A How much does a
wasted trip really cost?

n O .

@5

. 89

| San Francisco |,
2 RIGHT LANES




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 el se didnot get done, et c.

How many wasted trips do we have per day? Per week? Per year? If we
average 2 wasted trips per week, at
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 falil.

What 6s t he| No. 2
waste with builders?




Minimize Expense T Minimize 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:

Aviaterial that was paid for did not get used.

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

APaying someone to haul it away:.
ADump fees.
AEnvironmental cost.

A What about human
inefficiency? |IE wasted

time?
A How does that happen?

o

DISPOSAL
COST




Minimize Expense T Maximize Human Efficiency

Humans become inefficient when:

AMhey doné6ét have enough to do.

AMhey donét have a good pl an.

AMhey donét have the right tools, sof

AMhey donét have the right knowl edge
directions (underqualified and overqualified.)

AMhey donét have the right physical a

A Specific examples in our
company?

A Remedy?

“It’s an ergonomic keyboard. Once you learn how
to use it, it will increase your speed by six percent!”



Maximize Efficiency

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

We need to resist the temptation to i
Slow down. Make sure first.

Efficiency demands everything wedbdve t




Part 7
*
Marketing



| 6ve been saying it for year s:

In everything business, marketing Is half.

* What is marketing?

* |s it different than advertising?




Marketing vs
Advertising

Marketing is HALF

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.

%ctionary.com

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?
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Marketing:
Everything we do that brings us
business.

Getting Found

Small and medium-sized companies are found generally in three ways:
A ocal advertisements (newspaper, radio, flyers, etc.)

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

Anord of mouth

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.

They're great!
You should
call them.

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:

Arice

ASpeed of delivery
Auality

A\ppearance
Mopularity

Aeatures

Aase of use

A ase of maintenance
Arust in the brand

Of the above, what is the
most important?

Product
Price

Place

Promotion

Marketing

mix

Motives
Attitudes
Perception
Learning
Lifestyle

Psychological
factors

Purchase situatbion

Shopping situation

Temporal state




: Marketing:
Trust in Brand Everything we do that brings us
business.
| t 6s I mpossible to say which i1 s al way:c

because different people value different things.

Buteée right up there at the tTouystirobrand.he

Bottom line T trust is the basis for nearly all sales. Thus our marketing efforts
should include everything we can do to build trust.

A How is trust built?
A How long does it take?




Trust -
Relationships

Trust is built through relationships. People trust people they know.
People are skeptical about peopl e and

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

Build Trust and
Relationships

First. Sell Products

and Services
Second.

What does this say about
get-rich-quick schemes?




_ Marketing:
Tr.USt : Everything we do that brings us
Relationships business.

Get-rich-gui ck schemes dondt wor k, not for
lose because there is no relationship, no trust.

We touched on these concepts in the chapter on Integrity.

Bottom | i ne: | f wedre t o s uc-teengtdistilgn bt

relationships.

"Without trust,

it's only a matter

Are we more likely to get .
business from new or of time before

repeat customers?

relationships crumble. "




Trust -
Relat i Marketing:
elationsnips Everything we do that brings us
business.

Studies have
shown weor
6x more likely

to get Profit in business comes from repeat customers,
business T, customers that boast about your project or service,
from repeat : and that bring friends with them.
customers '

than from (W. Edwards Deming)

new ones.

*Why is that?

* List some things we can do to build
lasting relationships.




Trust - Relationships Marketing:

business.

Everything we do that brings us

Existing customers already know and
trust us, plain and simple.

Here are seven things we can do to
build relationships and trust.

AGive it away
ABe likeable.

ACommunicate well.

A xceed expectations. \ -d W
Kol ve problems, don} ‘-Al'_ |

Ao A+ work. (Quality)

ABe honest. (Integrity)

AWedl!l break each
these things advertising? Marketing?

A How much do these things cost?

O N €




Marketing Cost

The list of seven are all marketing
items. They are things we do that
bring us business.

Some of t he |1t ems

anything, some do.

Marketing is supposed to have a
cost.

A What should we give
away?

A How frequently?
A How much?

Marketing:
Everything we do that brings us
business.

dondt cost
That 6s al |l good.




