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FOREWORD

Will the Economy Please Come to Order!



Modern management as we know it dates back to the 1920s and the innovations of individuals such as Alfred Sloan, Frederic Taylor, J. P. Morgan, and others. Although many of the creators of the industrial economy were themselves entrepreneurs, during the following 50 years entrepreneurship was marginalized, economically and culturally. The industrial economy was shaped not by entrepreneurs, but by the large corporation and the new corporate executive.

Then, in the late 1970s, entrepreneurial hell broke loose. This economic and cultural “discovery” of entrepreneurship was a result of the convergence of two trends.

First, there was the advent of inexpensive desktop computing. This new technology was decentralized: it put into the hands of individuals—and small, emerging companies—technological capabilities that had resided in only the largest of organizations. Second, the baby boomers came of age, bringing into the marketplace values dramatically different from those of previous generations. Principal among these were a fundamental distrust of large, established organizations and a conviction that individuals could have a dramatic impact on the world at large—both legacies of the 1960s.

The rest is economic history. Start-up rates soared, from 60,000 new businesses per year in the 1960s and 1970s, to more than 600,000 in the 1980s. Today, Americans are launching new ventures at a rate of about one million each year. Even as you read this, somewhere in this country someone is launching a new venture every 30 seconds of every day.

This New Economy that has been evolving for more than two decades now is vast and complex. Nonetheless, in this context three observations about it are more important than the rest.

 

The Innovation Nation. The New Economy was as much a cultural transformation as an economic one. Young Americans coming of age in the 1980s witnessed the first significant waves of corporate downsizing, and saw their fathers and mothers, brothers and sisters, friends and neighbors lose their jobs for reasons that had nothing to do with individual performance. Twenty years later, downsizing has become a permanent feature of the marketplace. This economic reality has resulted in a wholesale redefinition of risk among younger generations. What’s riskier, young people ask today, going to work for a large company only to lose one’s job—often more than once—for reasons over which you have no control, or venturing into the world with the goal of creating one’s own economic and professional security?

The evidence of this cultural change is apparent in the enterprise rates among young men and women between the ages of 18 and 26, who are starting businesses at twice the rate of the adult population at large. The change has even filtered down to high school students, 80% of whom reported in a Gallup poll several years ago that they were already thinking about starting a business as the preferred way to launch their adult working lives.

The traditional admonition of one generation to the next, “Go out and get a job,” has been replaced by the much more bewildering mandate: “Go out and create a job for yourself.”

 

The Last Meritocracy. The New Economy is color- and gender-blind. While historically entrepreneurship was dominated by white males, populations that lagged behind in the entrepreneurial arena recently have overtaken white guys with business plans. Consider the following data from the most recent census report. During the decade of the 1990s, the total number of businesses in the United States grew by 12%. During this same period:


	the number of women-owned businesses grew 24%;

	the number of African American–owned businesses grew 26%;

	the number of Hispanic-owned businesses grew 144%; and

	the number of Asian-owned businesses grew 176%.



With young people, women, and minorities starting new ventures at a record pace, entrepreneurship has gone mainstream.

 

The Execution Economy. Since 1982, Inc. magazine has published an annual ranking of the fastest-growing, young private companies in the United States. From its inception, the ranking has identified many of the country’s entrepreneurial superstars when they were still in their infancy, including companies such as Microsoft, Oracle, Timberland, Charles Schwab, Qualcomm, Domino’s, Intuit, and countless others.

In 1982, in the annual Inc. 500 survey of founders and CEOs, 75% reported that the single biggest factor leading to their success was identifying a hot, novel, proprietary idea. In the same survey conducted 15 years later, 94% of the founders and CEOs of the Inc. 500 claimed that the original idea for their business was “ordinary” or “mundane.” The reason for their success: superior execution. These contemporary entrepreneurial leaders went on to explain that in today’s marketplace, characterized by rapid change and intense competition, the only thing a “hot idea” guarantees is that your idea will be copied, and copied quickly.

During the past two decades we’ve witnessed the end of the era of “entrepreneurial novelty” and the dawn of the era of “entrepreneurial execution,” where the only true source of sustained competitive advantage is one’s entrepreneurial know-how.


The Age of the Alpha Dog

The provenance of large-company management ideas has mostly been the world of academia and strategic consulting: competitiveness and strategy (Michael Porter, Harvard), reengineering (Michael Hammer and James Champy, CSC Index), the learning organization (Peter Senge, MIT), and disruptive innovation (Clay Christensen, Harvard). If you want to learn the state of the art in corporate management thinking, visit the Harvard Business School or read the Harvard Business Review.

Not so for entrepreneurs. For them, just about everything worth knowing about running a small company is embedded in the social networks of successful growth companies. No ivory tower for them. They want their ideas conceived and developed in the marketplace, road tested.

That’s the genius of this book. It’s filled—every chapter, every page—with what we at Inc. magazine used to refer to as “real world entrepreneurship.” This comes as no surprise to me, working as I did for so many years with Donna Fenn. From her earliest days at the magazine, she displayed an uncanny ability to sniff out the difference between what ultimately matters and what doesn’t. Alpha Dogs has that alluring quality that’s just so damned scarce these days in the management arena: authenticity. Those of you who have started something on your own, who have lived by your own wits, will know immediately what I mean.

In addition to this obsession with “real world” entrepreneurship, Donna and I share another passion: ordinary businesses. We’ve both long held the belief that there’s often precious little to learn from businesses parked in high-growth markets. In fact, often the secret to “success” in these hot spots is simply showing up on time. And so Donna’s Alpha Dogs are in such glamorous niches as selling bicycles, making ice cream, baking cookies, knitting socks. Yes, socks. It’s hardly necessary to point out that businesses such as these succeed not as a result of their markets but in spite of them. And for those of us looking for best practices, ideas we can apply in our own organizations, that makes all the difference in the world. No high concept here, just world-class execution, day in and day out.

While Donna’s chosen markets may be deliberately mundane, her themes are anything but: systematized innovation; high-performance workforces, over-the-top customer service, leveraging your brand. In fact, Donna’s eight companies showcase the leading drivers that define what we mean when we talk about superior execution.

The Power of Poverty

I suspect that when Donna conceived this book she had the Inc. reader in mind—the founders and top managers of small, emerging companies. She loves this audience and has served it well for a good part of her career now. I think this book deserves, and will reach, a wider audience than that.

Ten or fifteen years ago, so many of the skirmishes that we chronicled in the pages of Inc. featured a young, underresourced, but agile company going head-to-head with a large, bureaucratic one. That’s changed. These days, more often than not these same battles feature a young, underresourced, but agile company up against an underresourced but agile and entrepreneurial team within a large company. This book will be read and studied and discussed in companies large and small, as increasingly all competition becomes entrepreneurial competition.

I’m asked often, especially by students these days, for a clear and basic definition of entrepreneurship. My answer has been the same for more than 25 years now. Entrepreneurship is getting something new and significant done in an environment characterized by resource scarcity. It is the substitution of human capital—imagination, invention, resourcefulness—for financial capital. Looked at from this perspective, it’s not only our business and financial organizations that are faced with the mandate of becoming, and remaining, entrepreneurial. The challenge is a societal one, as school systems, arts organizations, community nonprofits, and state and local governments all try to adjust to a new environment characterized by chronic resource scarcity. We are all faced with the prospect of learning how to do more with less. This pressure won’t abate any time soon. And so I can easily imagine Alpha Dogs quickly becoming an indispensable guide to the new realities of the early days of the twenty-first century. You couldn’t ask for a better companion for the days ahead.

George Gendron
 Former editor in chief, Inc. magazine
 Entrepreneur in residence, Clark University,
 Worcester, Massachusetts
 April 18, 2005









INTRODUCTION



I’ve written hundreds of stories about entrepreneurs over the past 20 years, but much of what I now know about business I might have easily learned from a man who runs a bicycle shop. I first met Chris Zane in 1995, when my friend and editor at Inc. magazine, Josh Hyatt, asked if I’d drive up to Branford, Connecticut, to do some reporting on a business he had heard about.

“Don Peppers and Martha Rogers really like this guy,” Josh told me, referring to the Connecticut-based business gurus. “He’s into one-to-one marketing in a big way.”

“So what does he do?” I asked.

“Well,” said Josh, “he has a bike shop.”

“Oh,” I said, with precious little enthusiasm.

It didn’t sound like a dream assignment. Inc.’s readers are relatively sophisticated, and I had a hard time imagining how I might extract enough wisdom from Zane to fill up five pages in the magazine.

But Branford is a manageable drive from my home in Pelham, New York, so I agreed to visit Zane, thinking I’d politely spend an hour or so with him, then head off to Stew Leonard’s in nearby Norwalk to do my grocery shopping for the week. But I never made it to Stew’s.

Shortly after I sat down with Zane, I knew that Josh’s instincts were right: I had a great story. Zane had applied for his first tax identification number before his voice had changed and had opened his first store when he was a junior in high school. By the time he was 30, he had mastered the kinds of sophisticated business strategies that his competitors just assumed were beyond their capability or irrelevant to their businesses: stellar customer service, one-to-one marketing, continuous learning, employee development, and cause-related marketing (see chapter 2).

Zane had done all of these things strategically—they weren’t just gimmicks to lure in customers. He looked and behaved a lot more like a CEO than a shop owner. By transcending the generally perceived limitations of small business, he had moved into an altogether different stratosphere. And he did it with a bike shop!

While most of Chris Zane’s competitors were cycling enthusiasts who were happy simply to sell bikes, he was busy thinking about the lifetime value of customers, employee training, inventory control, and database management. He attended business seminars that taught him, for instance, how to emulate the Ritz-Carlton’s customer service program, and he tracked down industry veterans like the CEO of Raleigh, whose expertise he doggedly mined for advice on inventory management. Then he implemented every strategy that made sense to him, no matter how radical it seemed.

His programs were more L.L. Bean and Ritz-Carlton than neighborhood bike shop. Does Zane love bikes? Sure. But he loves the game of business even more. And that’s why he did all of the things that his competitors could have done but didn’t. He now has 65% of his local market share, only four competitors (as opposed to sixteen when he started the business), a surefire way to compete against Wal-Mart, an innovative new distribution channel for his merchandise, and $6.1 million in sales. And that’s exactly what made him a “Leader of the Pack” (an Alpha Dog entrepreneur!), which was what we called the feature story that I wrote about him in the February 1996 issue of Inc.

There are Alpha Dogs in every sector of the economy, and I want to introduce you to some of them in this book. You’ll meet entrepreneurs in a variety of industries from all over the United States whose companies appear quite ordinary, even mundane, but who have moved to the head of the pack. And I think they have more to teach us than the high-tech and high-glitz companies we so often read about in the business press. Like most businesses, they didn’t have mountains of money, clever inventions, or stables of MBAs. But they did have a passion for business and a talent for seeing opportunities where others saw limitations; they grew in spite of their lackluster or, in some cases, moribund, industries. And so they illustrate one of the most important and inspiring lessons that any business owner can take to heart: it’s possible to grow a great company in any industry or any economy.

It wasn’t easy to choose the businesses for this book. Based upon more than 20 years of studying entrepreneurial companies, I identified a handful of growth strategies that I felt were important to emphasize:


	customer service

	employee engagement

	use of technology

	community connections

	innovation

	branding

	alliances

	reinvention



Then, keeping in mind geographic and industry diversity, I went through my own extensive database of contacts and put the word out among friends and colleagues. I was looking for:


	Companies in low-tech industries—the kinds of businesses you might find just about anywhere in the United States.

	Bootstrapped or traditionally financed companies with well under $100 million in sales, solid revenue growth, and strong histories of profitability. The companies I chose were all forthcoming with numbers, but because they are privately held, those numbers were not independently verified.

	Impeccable industry reputations as innovators or leaders.

	Companies that were great places to work, regardless of the strategy they were illustrating, because every company’s lasting success rests upon its employees.

	Companies that had been around for at least 10 years because I wanted them to have experienced good economic times and bad ones; companies that don’t have a few war wounds aren’t terribly interesting to me.




I wanted to include some family businesses because, according to the Family Firm Institute, 80% to 90% of all businesses in North America are family owned; they contribute 64% of the GDP and employ 62% of the American workforce. Approximately 39% of those businesses will change hands within the next five years; I hope this book will be a useful resource for that next generation of managers as they seek out ways to professionalize their companies.

Manufacturing firms were high on my list of must-haves, because I believe passionately that U.S. manufacturing companies can still play a vital role in our economy, provided they pull themselves out of the commodity game.

Women play a prominent role in the book as well. According to the Center for Women’s Business Research, 48% of all privately held companies are now majority owned by women; between 1997 and 2004, the number of women-owned companies grew 17%, compared with 9% for all firms.

A footnote: Back when I first joined Inc. in 1983 as a researcher/reporter, a group of us were committed to tracking down female entrepreneurs to feature in the magazine. It wasn’t easy. Back then, women-owned businesses seemed smaller, less visible, and less sophisticated than their male-owned counterparts. Today, that couldn’t be further from the truth; female-owned Alpha Dog companies are every bit as prevalent as male-owned ones.

I think you’ll learn as much from these entrepreneurs and their stories as I did, and I hope that you’ll have as much fun reading about them as I did getting to know them and writing about them. But most of all, I hope you’ll be enlightened with a few sparks of recognition, and inspired enough to move to the head of your own pack.










1 Lead the Pack



If you own one of the 5.7 million small businesses in the United States, or are tempted to take the leap of faith required to start one, there’s good news and bad news. Every year, 10% of small businesses—a half million or so—shut down for good; a quarter of all businesses never make it past their second year; 60% close after six years.

Today, small companies are up against an unprecedented set of challenges:


	Consumers are more educated, demanding, and fickle than ever before.

	Consolidation in nearly every imaginable industry is breeding behemoth competitors.

	Technology is enabling tiny competitors to look much bigger and allowing bigger competitors to forge more intimate relationships with customers—maybe your customers.

	Saturation of the marketplace by a growing number of products and services is making it even more difficult for small businesses to distinguish and differentiate themselves.



Under those circumstances, who in their right mind could expect to be a shining star in the vast entrepreneurial firmament?

You’d be surprised. According to the Global Entrepreneurship Monitor research program, established by Babson College and the London Business School, more than one in ten adult Americans is now starting or growing a new business; every year, more than 500,000 new start-up companies replace those that have gone under. In spite of the odds, it seems that entrepreneurs are relentlessly optimistic. The good news: they have every reason to be.

Even as small companies are facing new hurdles, they’re also being presented with a fresh set of opportunities. There’s never been a better or more exciting time to be a small business owner, or a more critical time to begin transforming your company into a leader of the pack. Here are seven reasons why:

 

1. Goliath Backlash. With 2004 revenues of $256.3 billion, Wal-Mart Stores, Inc., now accounts for more than 5% of total U.S. retail sales. But wherever you find one of their 3,600 stores, you’re also likely to find a heated community debate: the retailing colossus promises low prices and jobs (albeit low-wage ones) for local residents, but will it also threaten mom-and-pop businesses and turn downtown into a ghost town?

Some communities have even lobbied successfully to keep Wal-Mart out: in the spring of 2005, for example, small business owners, City Council members, and union officials in the Rego Park neighborhood of Queens, New York, were so vocal and persistent in their opposition to a proposed Wal-Mart (New York City’s first) that the developer scrapped the plan. Sprawl-Busters, a national organization founded by anti-Wal-Mart activist Al Norman in 1993, lists on its Web site 248 communities that have won battles against Wal-Mart and other big-box retailers. Of course, they are the exception, not the rule, but the very existence of such groups is telling.

The Wal-Marts, Home Depots, and Targets of the world are certainly here to stay for the foreseeable future, but their dominance and prevalence have caused a backlash among a growing number of consumers who are becoming tired of their predictability and conformity. And while these folks may not go as far as the activists who boycott the big boxes entirely, they are more and more likely to gravitate toward the more civilized and manageable local businesses that provide an antidote to the crowded aisles of superstores.

 

2. Proliferation of Small Business Alliances. All over the United States, local small businesses are responding to Goliath backlash by uniting to make themselves more powerful, visible, and attractive to consumers eager to support their local economies. Back in 1998, a Boulder, Colorado, bookstore owner named David Bolduc formed a local alliance of small businesses with community activists Jeff Milchen and Jennifer Rockne. Within two years, the Boulder Independent Business Alliance grew to more than 160 members, who publish a directory of locally owned businesses, form joint purchasing groups, distribute discount cards to the community, and offer one another valuable business advice.

The group attracted so much national attention that the founders also launched the American Independent Business Alliance (AMIBA) to provide advice and a template to other small business communities seeking to form similar alliances. “In our first two years, we had 120 inquiries,” says Rockne. “The idea really caught fire.” Since then, AMIBA has helped start twenty alliances that represent thousands of small businesses.

And in 2001, entrepreneurs Judy Wicks (founder of the White Dog Café in Philadelphia) and Laury Hammel (owner of Longfellow Clubs in the Boston area) formed another umbrella group for local alliances called the Business Alliance for Local Living Economies (BALLE). BALLE now has 19 member networks in the United States and Canada; its second annual conference, held in May 2004 in Philadelphia, attracted nearly 250 people from 25 states.

The proliferation of local alliances is great news for small business. Not only do their members pool resources and share best practices, but they often join together to brand themselves as local businesses.

 

3. Escalation of Consumer Rage. Consumers have never been as demanding as they are today. Whether we’re picking up dry cleaning, working with a contractor, choosing a phone service, or getting a haircut, our expectations for quality and service are higher than ever before. The marketplace is so flooded with products and services that we all can afford to be picky. And high-speed Internet access, satellite television, and advanced telecommunications allow us to gather and sort through reams of information to find exactly the right company to meet our needs. Moreover, we don’t hesitate to shift our loyalty if we’re disappointed.

In 2004, the Customer Care Alliance, an Alexandria, Virginia–based consortium of customer service firms, partnered with Arizona State University’s W. P. Carey School of Business to conduct the National Customer Rage Study. Of the 1,000 people who were surveyed about their customer service problems during the previous 12 months, 77% said their problem was caused by a large company; 73% reported being extremely or very upset; 85% shared their story with others; and 59% vowed never again to do business with the offending company.

Most striking: 56% of complainants felt they got nothing in return for their trouble, even though many of them merely wanted an explanation of the problem, assurance that it wouldn’t be repeated, an apology, or simply the opportunity to vent. “There’s a lot of hostility, passion, and rage associated with the services and products we use every day,” says Scott Broetzmann, president of Customer Care Measurement & Consulting and a co-founder of the Customer Care Alliance. “For small companies, it represents an opportunity to cannibalize the customer base of larger ones by providing a service experience that is higher touch.”

Independent pharmacies, for instance, seem to be doing just that. In October 2003, Consumer Reports magazine declared that “independent stores, which were edging toward extinction a few years ago, won top honors from Consumer Reports readers, besting the big chains by an eye-popping margin.” Approximately 85% of independent drugstore customers said they were very or completely satisfied, compared with just 58% of chain store customers. The independents offered more personal attention, knowledgeable and accessible pharmacists, and the ability to track down out-of-stock drugs faster than their chain competitors. And they did it all at prices that turned out to be equal to or lower than the chains’.

 

4. Impending Labor Shortage. Conventional wisdom says that when the 76 million baby boomers born between 1946 and 1964 begin retiring, they’ll leave behind five to ten million jobs that can’t be filled by the smaller succeeding generation. “Companies are going to be competing with one another for the best workers,” says Mike Chittenden, a spokesperson for Employment Policy Foundation, a Washington, DC, economic research organization. “We predict that between 2003 and 2013, there will be 30.3 million job openings for people with at least a two-year degree. But the number of people graduating from college during that same period is just 23.3 million.” It’s a potentially disastrous situation for employers.

Or is it an opportunity in disguise? In September 2003, the Gallup Organization’s Employee Engagement Index revealed that 54% of American workers were “not engaged” at their jobs, while 17% were “actively disengaged.” Human resources consulting firms like Challenger, Gray & Christmas and Towers Perrin have also reported high levels of dissatisfaction among U.S. employees. “Leaders cannot afford to ignore this wake-up call,” writes Jay Jamrog, executive director of the Human Resource Institute in St. Petersburg, Florida. “Up to now, workers have stayed put because there are not many choices. That will not be true for long. Scores of recent surveys all predict the same thing: Workers will head for the door as soon as the job market improves.”

So how is this good news? Because it represents an opportunity for small businesses to start implementing the kinds of workplace innovations that will make them employers of choice in the future—not just to retain current employees, but to attract top talent from companies that didn’t heed the wake-up call.

 

5. Experience vs. Transaction. Think about what makes consumers happier at an independent pharmacy than at, say, a CVS. Even though they’re probably getting the same product at a relatively similar price, the independent drugstore provides a fundamentally different experience. “The…offering of experiences occurs whenever a company intentionally uses services as the stage and goods as props to engage an individual,” write B. Joseph Pine II and James H. Gilmore in The Experience Economy: Work Is Theatre and Every Business a Stage. “While commodities are fungible, goods tangible, and services intangible, experiences are memorable.”


Anyone who has flown Virgin Atlantic or taken a child to create her own teddy bear at Build-A-Bear Workshop knows what they’re talking about. These companies create value for consumers by giving them experiences that linger in their memories long after the flight has landed or the bear has lost its sheen. By focusing on experience, on the emotional connection that a consumer makes with a product or service, you not only build long-lasting brand loyalty but differentiate yourself in a way that’s difficult, if not impossible, for your competitors to replicate.

 

6. High-Touch Technology. Amazon.com recommends books based on your past purchases, Netflix knows what kind of movies you like, and 1-800-FLOWERS reminds you that it’s time to send your mom flowers for her birthday. One-to-one marketing gurus Don Peppers and Martha Rogers saw this coming years ago, and introduced the concept in their 1993 book, The One to One Future: Building Relationships One Customer at a Time. Back then, the idea that companies would collect so much personal information on consumers made many of us a little uncomfortable. No more. Customers have come to expect businesses not only to cater to their every need, but to anticipate those needs. Technology, of course, is the great enabler, and the good news is that no matter what size your business is, you can find the resources to collect and use data that will help you get closer to your customers.

At Mitchells/Richards, high-end clothing stores in Westport and Greenwich, Connecticut, CEO and chairman Jack Mitchell keeps a detailed database of his company’s 115,000 customers. In an instant, his salespeople can access every purchase a client has ever made, not to mention the spouse’s birthday, golf handicap, and the name of the family dog. “Technology helps us grow the business and get closer to the customer,” says Mitchell. “There’s a bonding effect, and that’s why people come back to us.” That’s also how he helped transform a tiny family business into a $65 million company.

 

7. The Lust for Luxuries. Everyone is trading up. And why not? We’ve got more disposable income than ever before. According to 2003 U.S. Census Bureau figures, there are 26.1 million U.S. households with more than $75,000 in annual income and 15.1 million with more than $100,000. Of all income groups, the $100,000-and-over category saw the biggest increase over a 10-year period—up 42% from 10.6 million households in 1993. In Trading Up: The New American Luxury, authors Michael J. Silverstein and Neil Fiske argue persuasively that expanding incomes, as well as other social and business forces, have spawned a new category of goods they call “new luxuries.” Think Starbucks, Victoria’s Secret, and Panera Bread—brands that are premium when compared to others in their category, but not so wildly expensive that they’re beyond the reach of the average consumer. “More and more, the middle-market consumer is a person who selectively trades up to new and better products and services, trades down in others to pay for his or her premium purchases, and, in the process, drives innovation and growth in previously stale…markets,” write the authors.

The trend is great news for entrepreneurs who are creative and flexible enough to transform their mundane products and services into new luxury goods. Sound daunting? Just remember that it was done brilliantly with coffee and bras! And if you don’t do it, your more entrepreneurial competitors most likely will.

 

Entrepreneurs are in fierce competition with one another. Consider that 56% of the CEOs on Inc. magazine’s 2003 list of fastest-growing privately held companies said that the rivals they most feared were other small and midsize companies; 38% said their larger competitors made them most nervous. They know that as big companies gobble up more and more market share, the small companies that still comprise 50% of our economy are duking it out for the spoils. And it’s a no-holds-barred fight.

On Main Streets all across the country, you’ll find the same collection of businesses: delis, dry cleaners, florists, pizza and ice cream parlors, cycle shops, hair salons, hardware stores. Just outside of town, there’s likely to be a light manufacturer, a couple of motels, and a few car dealerships. Each business attracts its own loyal following, and the occasional customer who defects to a competitor down the street is, more often than not, replaced by a new customer who defected from someplace else. Everyone operates within his or her own comfort zone. Until, that is, someone transcends the perceived limits of small business and rises to Alpha Dog status. The company ratchets up its customer service delivery or comes up with a new spin on an old product. It might find a clever way to brand its business or to engage the community. And when it does, everything changes.

The new competitive landscape will ultimately compel you to reevaluate your business. Particularly in industries where the David vs. Goliath story is played out with dramatic intensity, it’s essential for small companies to find points of difference that are beyond the capabilities of their larger competitors. “Wal-Mart gives you the kick in the pants you need to get to the next level,” says Chris Zane, who owns a bike shop in Branford, Connecticut (see chapter 2). “And if you don’t want to get to the next level, you shouldn’t be in business.”

Sound harsh? Maybe, but to Zane and others like him, going to “the next level” isn’t just about finding a way to beat the big boys. It’s about looking at your own business through an entirely different lens. For Zane, the bikes he sold became almost secondary; the customer-service-driven manner in which he sold them became the differentiating factor that allowed him to beat out his local competitors and to survive the superstore onslaught. As a result, his business is more resilient, successful, and engaging than it ever would have been if circumstances had allowed him to remain in his comfort zone. He took himself out of the commodity game and adopted the strategy that is every successful entrepreneur’s secret weapon: don’t compete, differentiate.

And to do that effectively and meaningfully, companies must be strategic, not just reactionary. One of the most urgent and common utterances I’ve heard from entrepreneurs over the past several years is “we’ve got to professionalize our business.” In increasing numbers, very small companies are embracing “big company” management disciplines. They’re establishing quality programs, transforming their shop floors with lean manufacturing, setting up formal hiring and training regimens for employees, partnering with vendors, forging strategic alliances, and branding their products.

“Proprietors” are reinventing themselves as bona fide CEOs who are finally beginning to realize that their focus must shift away from what they do toward how they do it. Is it any wonder that Inc. 500 CEOs cited Michael E. Gerber’s The E-Myth Revisited: Why Most Small Businesses Don’t Work and What to Do About It as their favorite book? Gerber exhorts entrepreneurs to work on their businesses rather than in them. “The true product of a business is the business itself,” he says. “…The Entrepreneurial Model has less to do with what’s done in a business and more to do with how it’s done. The commodity isn’t what’s important—the way it’s delivered is.”

And so, while you must make your product or service stand out in a marketplace full of commodities, you also must think about every aspect of your business as a competitive tool. The way in which you hire and retain your employees, serve your customers, gather and share information in your company, network within your industry, use technology—everything you do can and should be strategically reconceived. You just can’t afford to be haphazard about anything anymore.

The entrepreneurs you’ll meet in this book have mastered the art of working on their businesses. They are innovators, creative thinkers, mavericks one and all. But they are also deliberate and disciplined leaders who built their companies around the specific strategies they knew would take them out of the commodity game and position them as industry standouts. And they didn’t do that in a vacuum. All of these entrepreneurs had a keen sense of business and social trends that had the power to either propel their companies forward or contribute to their demise. Their success is no accident, nor is it guaranteed in the future. “We’re our own enemy,” says Jim Throneburg, chairman of sock manufacturer THOR·LO (see chapter 6), “because we compete against ourselves to be the best every day.” Then he leans back in his leather chair, folds his arms across his massive chest, and grins slyly. “And it’s the best game I can think to play.”










End of sample
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