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Additional Praise For Always A Winner

“Wouldn’t it be great if we could accurately anticipate, understand,
and proactively deal with economic challenges all the time? Always
a Winner shows us how to do just that. Combining real-life corpo-
rate examples with easy-to-grasp economic theory, Peter Navarro
provides you with all of the strategies, tactics and forecasting tools
your organization needs to profitably manage through the ups and
downs of the business cycle.”
—FEd Fuller, President & Managing Director
International Lodging, Marriott International

“This compelling book offers strategies for coping with the business

cycle from a keen observer and insightful commentator. Read it now

in the midst of a recession, and read it again when the economy is

several years into another expansion. That’s when business needs to
prepare for the next downturn.”

—Professor Edward Leamer

Director, UCLA Anderson Forecast

“Always a Winner is required reading for every entrepreneur, money

manager, and independent investor hoping to outperform the mar-
ket and retire one day.”

—Mark 1. Brookshire

Founder of StockTrak.com and WallStreetSurvivor.com

“Our strategies of global diversification and broad product diversity
coupled with an organizational culture keenly attuned to the impor-
tance of the business cycle to our bottom line has allowed Marubeni
to survive for some 150 years. This book draws heavily on the expe-
riences and lessons of companies such as ours to deliver a powerful
set of strategies and forecasting tools to help your executive team



move forward. Always a Winner will help your organization not just
survive, but thrive, in today’s turbulent economic environment.”

—Teruo Asada

President and CEO, Marubeni Corporation

“Many businesspeople such as myself have learned the hard way
that managing the business cycle for competitive advantage in
today’s fast-changing, globally-integrated economy is not only a
must for survival but also the only sustainable strategy. In this very
timely book, Professor Navarro clearly shows your executive team
how to do just that — and always come out a winner!”
—Dr. Shankar Basu
Chairman & CEO, Toyota Material Handling, U.S.A., Inc.



Always A Winner!






Always A Winner!

FINDING YOUR COMPETITIVE ADVANTAGE
IN AN UP-AND-DOWN ECONOMY

Peter Navarro

WILEY
John Wiley & Sons, Inc.



Copyright © 2009 by John Wiley & Sons, Inc. All rights reserved.
Published by John Wiley & Sons, Inc., Hoboken, New Jersey.
Published simultaneously in Canada.

No part of this publication may be reproduced, stored in a retrieval system, or
transmitted in any form or by any means, electronic, mechanical, photocopying,
recording, scanning, or otherwise, except as permitted under Section 107 or 108 of
the 1976 United States Copyright Act, without either the prior written permission
of the Publisher, or authorization through payment of the appropriate per-copy fee
to the Copyright Clearance Center, Inc., 222 Rosewood Drive, Danvers, MA 01923,
978-750-8400, fax 978-646-8600, or on the web at www.copyright.com. Requests to
the Publisher for permission should be addressed to the Permissions Department,
John Wiley & Sons, Inc., 111 River Street, Hoboken, NJ 07030, 201-748-6011,

fax 201-748-6008, or online at www.wiley.com/go/permissions.

Limit of Liability/Disclaimer of Warranty: While the publisher and author have
used their best efforts in preparing this book, they make no representations

or warranties with respect to the accuracy or completeness of the contents of

this book and specifically disclaim any implied warranties of merchantability

or fitness for a particular purpose. No warranty may be created or extended

by sales representatives or written sales materials. The advice and strategies
contained herein may not be suitable for your situation. You should consult with
a professional where appropriate. Neither the publisher nor author shall be liable
for any loss of profit or any other commercial damages, including but not limited
to special, incidental, consequential, or other damages.

For general information on our other products and services, or technical support,
please contact our Customer Care Department within the United States at
800-762-2974, outside the United States at 317-572-3993 or fax 317-572-4002.

Wiley also publishes its books in a variety of electronic formats. Some content that
appears in print may not be available in electronic books.

For more information about Wiley products, visit our Web site at http://www.wiley
.com.

Library of Congress Cataloging-in-Publication Data
Navarro, Peter.

Always a winner! : finding your competitive advantage in an up and
down economy/Peter Navarro.

p. cm.
Includes bibliographical references and index.
ISBN 978-0-470-49720-3 (cloth : acid-free paper)
1. Business cycles. 2. Industrial management. 3. Gross domestic

product. 4. Recessions. 5. Success in business. 1. Title.

HB3711.N38 2009

658.4'012—dc22 2009013303

Printed in the United States of America
10 9 8 7 6 5 4 3 2 1



To every business executive who got caught by
surprise by the 2007 to 2009 crash—and who
wants to make sure it never happens again
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Preface

ost companies make a lot of money during economic
expansions—and lose a lot of money during recessions. That is the
way it has always been. That is the way it need not always be.

My job in this book is to show you how to be “always a winner”
over the course of the entire business cycle—not just when eco-
nomic times are good. To do this, I am going to arm you with all
the strategies, tactics, and forecasting tools you will need to prof-
itably manage your organization throughout the business cycle
seasons—from the best of times to the worst of times.

The importance of learning to strategically manage the business
cycle for competitive advantage was underscored some years ago
by my chance encounter with Dwight Decker, a gentleman who at
one point was one of the highest-flying tech executives in Orange
County, California.

At the time of this encounter—at an Orange County meeting
on homeland security—Decker was the CEO of Conexant, a semi-
conductor company spun off in 1999 from the defense company
Rockwell. Within a year of that spin-off, Conexant’s sales had rock-
eted up to more than $2 billion and its stock price had increased by
more than sixfold.

Conexant’s success was, however, ever so fleeting. Despite
ample warning signs, Decker and his executive team failed to see
the March 2001 recession and collapse of the tech bubble coming.
When the company got caught with more than $1 billion of inven-
tory write-downs and special charges, its stock price made a dizzying
descent from almost $100 per share down to less than two bucks.

When I bumped into Decker at the homeland security meeting,
I couldn’t help but ask him how his company had failed to forecast
the 2001 recession that had been its undoing. I then went on to
provide a long list of leading economic indicators that had clearly
signaled that recession.
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xviii Preface

Decker’s reply absolutely floored me. He said: “We don’t really
pay any attention to that economic stuff. Our job is to make great
new stuff and if we do that, the rest will take care of itself.”

Unfortunately for both Conexant shareholders who lost
billions of dollars and the thousands of Conexant employees
who lost their jobs, no more naive words have ever been spoken.
The message that Decker clearly failed to understand is that over
the often-exhilarating ups and treacherous downs of the business
cycle, economic ignorance will always eventually triumph over
engineering brilliance.
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CHAPTER

Why Recessions Are More
Dangerous than Any 10
Competitors

When a recession hits, the best surprise is no surprise.
—Ron Vara

recession can do far more damage to your organization
than any 10 competitors. That’s a lesson I both regularly teach to
my executive MBA students and preach to corporate audiences.
Without question, it is one of the most important lessons that busi-
ness executives around the world have all-too-painfully learned in
the wake and carnage of the crash of 2007 to 2009.

Contrary to a popular view before that historic crash, the business
cycle is not dead. Nor has this highly volatile and often destructive cycle
even been tamed. This is a lesson sharply underscored by the culpa-
bility of America’s own Federal Reserve and central banks around the
world in helping to trigger the crash of 2007 to 2009 by first creating,
and then perpetuating, a bubble global economy.

Because recessions can do far more damage to your organiza-
tion than your competitors and because recessions will continue
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4 Why Recessions Are More Dangerous than Any 10 Competitors

to be as inevitable as death and taxes, the 2007-2009 crash should
serve as every business executive’s epiphany about the need to
recession-proof one’s organization. The purpose of this book is to
help you learn how to do just that.

The goal of this book is not, however, simply to teach you a
valuable set of recession-proofing skills. More broadly, this book will
also show you how to strategically manage your organization over
the entire course of the business cycle—from the depths of a reces-
sionary trough to the boom times of a robust economic expansion
and back again. By learning to strategically manage the business
cycle, your organization will be able to create a powerful competi-
tive and sustainable advantage over your rivals and thereby find the
grail sought by every executive team in the world: superior financial
performance. In this way, you will be “always a winner.”



CHAPTER

What Good to Great and
Always a Winner Organizations
Have in Common

Amny organization can substantially improve its stature and
performance, perhaps even become great, if it consciously applies
the framework of ideas we’ve uncovered.

—]Jim Collins, Good to Great

n 2001, just as the first recession in a decade was dawning on
America, Jim Collins published a book called Good to Great that
would go on to sell more than 4 million copies. The premise
of Collins’s book is exactly the same as the premise of this book:
Companies that adopt a particular set of strategic business prac-
tices, that exhibit leadership reflective of those practices, and that
build a supportive organizational structure and culture will enjoy
superior financial performance.

In Good to Great, organizations such as Abbott Laboratories,
Gillette, Nucor Steel, and Walgreens all shared in common
“Level 5”7 leaders—self-effacing individuals with intense profes-
sional will who always put their company first. These organizations
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