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Additional Praise for

Blueprint to a Billion

“The Blueprint not only gives me confidence that even
mature industries can find growth, it provides a road map
for all business leaders to follow.”

—Mike Petrak, VP Marketing, Knight Ridder, Inc.

“Provides nonprofit leaders with exciting approaches to
create a vibrant, growing organization. Utilizing the 7
Essentials approach, Thomson has identified practical
guidelines and tools to achieve transformation and growth
of an organization. This is a significant new resource for
social sector leaders.”

—Frances Hesselbein, Chairman, Leader to Leader Institute,
formerly The Drucker Foundation



BLUEPRINT
=BILLION

7 ESSENTIALS TO ACHIEVE
EXPONENTIAL GROWTH

David G.Thomson

WILEY

John Wiley & Sons, Inc.



Copyright © 2006 by David G. Thomson. 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

http://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.

Blueprint to a Billion, Marquee Customer, and The Essentials Triangle are
trademarks owned by David G. Thomson.

For general information on our other products and services or for 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 www.wiley.com.

Library of Congress Cataloging-in-Publication Data:


http://www.copyright.com/
http://www.wiley.com/go/permissions
http://www.wiley.com/

Thomson, David G.
Blueprint to a billion : 7 essentials to achieve exponential growth / David G.
Thomson. p. cm.
Includes bibliographical references.
ISBN-13: 978-0-471-74747-5 (cloth)
ISBN-10: 0-471-74747-5 (cloth)
1. Corporations—Growth. 2. Industrial management. |. Title.
HD2746.T56 2006
658—dc22
2005019111



This book is dedicated to my family. | am especially thankful
to my wife, Eileen, and our four children—Christine, Allison,
Julie, and Kevin. | am blessed to have their love, which
allowed me to take special family time to research and write
this book. Also, | am very thankful for my parents’ support
and contribution.



Foreword

Blueprint to a Billion provides a roadmap for the future. This
roadmap can help leaders take their organizations to the top
and it can help companies thrive in the face of incredible
global competition.

The lifeblood of every person, company, and even the
country’s success is innovation and the creation of new
opportunity. Many of the historically great companies in the
United States are either gone or in trouble. The demise of
many of America’s leading companies has been amazing
and dramatic. Who could have ever predicted that at this
writing:

 AT&T, once the world’s most powerful and valuable
company, would be purchased by SBC at a value that
was one-third what Procter & Gamble paid for Gillette,
a company that is best known for making razor
blades.

 United Airlines, formerly a global leader in air
transportation, would be in bankruptcy.

 Sears, the long-time king of retailing, would be
purchased by Kmart, a company that itself just
emerged from bankruptcy.

* General Motors, an icon of American industry, would
be so financially weak that its bonds have been
lowered to “junk” status.

AT&T, United Airlines, Sears, and General Motors are not
the leaders of the future!

While the United States has had great economic success,
particularly in the latter part of the 20th century, its future
is less certain unless companies and their managements



focus on innovation. Society’s hope for the future is the
continued creation of vibrant, growing organizations that
produce great new products and provide exciting new jobs.
Blueprint to a Billion describes how small companies have
become big winners. More important, it provides practical
guidelines that leaders—at all levels—can use to ensure that
this keeps happening.

Nothing is more important to me than the success of my
clients, students, and friends. | have had the privilege of
knowing and working with David Thomson for many years.
In the same way that it is incredibly difficult to turn a billion-
dollar idea into a billion-dollar business, it is incredibly
difficult to turn a great dream into a great book! David has
spent three years analyzing what Blueprint Companies have
done right. He has distilled this knowledge into practical
guidelines that leaders can use to transform their own
business. He has a wisdom that has been forged through
years of real-world management experience, countless
interviews, thousands of hours of analysis, and a passion
and curiosity that drove him to make this project a reality.

Along with being a guide for business growth, the
Blueprint provides tools that any leader can use to create a
huge impact. As David notes, “The Blueprint is about how
you can create exponential impact in your business, your
organization, and your team.”

David has done a wonderful job of illustrating what works
and describing why it works. He has analyzed the winning
companies and identified what they did right. He has done
his job. The more important work remains for us, the
readers, to do.

How can we use this knowledge to not just make an
impact, but to make a huge impact? How can we lead
massive value creation in our organizations or teams? How



do we turn our great ideas into thriving organizations that
are creating jobs and making the world a better place?

The real value of this book is not its interesting stories,
thorough analysis, and great suggestions. The real value lies
in what we do with what we learn.

Like a good architect, David has given us the Blueprint.
We need to get to work and do the building, the building
that can last.

MARSHALL GOLDSMITH

Marshall Goldsmith is a world-renowned executive
educator and coach. The American Management
Association recently named Goldsmith as one of 50
great thinkers and business leaders who have
impacted the field of management over the past 50
years.



Preface

During the height of the 2000 boom, the rubber hit the road
in @ manner of speaking. At that time, | was being courted
for a position as the CEO of a smaller-sized high-tech
equipment firm. This was a turnaround situation. | assessed
the company’s potential in light of its still-committed
investors and founders. Could this company be turned
around or was it going down with all hands on deck? | could
not find customers who were all that excited about its
product. There was an empty sales funnel, no strong
customer prospects, and a lack of cash (which would not
materialize without customers or at least customer
commitments). The “top-drawer” investors wanted a larger
order from a premier customer before reinvesting.

Given the short runway, | found myself at odds with the
investors over the potential of this company. We did not
share the same perspective on the company or its future
because we were looking at it from different frames of
reference. They wanted a customer before infusing a limited
investment into this company. | believed customers needed
to buy from a company with committed investors who would
ensure that the company was adequately funded. It was
then that | realized that there was no common frame of
reference for building a great company. Upon turning down
the opportunity, the recruiter said | should have just taken
the risk but | wanted more than luck to counter the odds. As
a general manager and sales executive who has
transformed teams and customer relationships, | wanted to
base my actions on more than a gamble. As it turned out,
the company soon went out of business.



What /s the pattern of success for America’s highest-
growth companies? My CEO friends did not have any more
of an idea than | did. They could tell me anecdotally about
companies that failed or succeeded. But none of them had a
completed business-building roadmap or a blueprint. Luck is
not my kind of strategy. | wanted a blueprint—a blueprint to
tell me if | am building a small building or a skyscraper of
business. It is not what the walls are made of; the blueprint
is about laying the foundation and structure for a truly great
business, not another shaky, imperiled venture.

As | continued my search for what makes a company truly
successful, | applied my line executive background from
Nortel Networks and Hewlett-Packard as well as my
consulting skills from McKinsey & Company. Despite this
combination of intuitive and fact-based problem-solving
skills, 1 began to feel that | was working around the problem,
not through it. People talked a lot about their experiences,
but | could find no fact-based pattern from which | could be
prescriptive rather than descriptive.

As | focused on what makes a company successful—what
drives a firm from an idea to a billion-dollar business—I
considered the classic explanations: superior innovation,
great management teams, and superior organizations. Yet
none of these, or even the combination of all three,
provided a quantifiable frame of reference for business
building. For example:

 Understanding the natural evolution of organization
life-cycles from infancy to maturity did not explain
why some companies made it to a billion while others
did not.

 Great management teams could fail to grow great
companies. How many companies do you know with a
brand-name CEO that did not succeed?



e The technical community often focuses on
breakthrough technologies, yet many companies have
died with such advanced technology still in the lab.

| came to the conclusion that no one had the answer to
the killer question: What is the quantifiable success pattern
for America’s highest-growth companies? It was then that |
decided to “primary research” the answer in clear and
measurable terms.



What You Can Expect from This Book

This book identifies how America’s highest-growth
companies made it to the top—the seven common
essentials of a unique set of 387 companies that went from
an initial public offering since 1980 and achieved $1 billion
in revenue. They are called the Blueprint Companies.

This book is about the success patterns that winning
companies follow that produce the performance many
admire and desire to emulate. These Blueprint Companies
are known not only for their innovation, but also for their
exponential revenue and returns—growth irrespective of
economic or business climate.

This book provides a blueprint that is fact based and
actionable. It contains fresh research that provides time-
tested insights into success-based business building.
Adoption and execution of one or more essentials will
maximize your growth—both personally and corporately.
Executing all 7 Essentials will enable your company to
achieve exponential growth.

This book serves a broad audience and is written for
management teams, large and small, general and
functional, and in big corporations and stand-alone
companies. Blueprint to a Billion™ can also serve investors,
board members, educators, students, regulators, and
legislators who are concerned with creating a successful
environment for business growth. Anyone who wants to
stimulate innovation and business growth should find the
Blueprint Companies and how they achieved their success
worth knowing. The Ileadership and management of
international corporations that deal with high-growth
American businesses will also find this book valuable,



especially if they wish to benefit from the success pattern of
U.S. Blueprint Companies.

The Study

Blueprint to a Billion presents the first quantitative
dissection of America’s most successful growth companies.
This is the first work to display the common financial pattern
of America’s Blueprint Companies. While this book has a
quantitative foundation, | have supplemented it with what |
hope are insightful analysis and vibrant personal stories
from many Blueprint Company leaders.

These insights come from a series of research projects
that took place over three years. | collaborated with line
executives, customers, investors, and consultants to
problem solve for each of the essentials in order to make
them quantifiable and actionable. The financial research
was conducted using data from Standard & Poor’s
Compustat database along with customized financial
models. Various databases were utilized to capture
corporate histories such as Thomson/Gale’s Business &
Company Resource Center (BCRC). Finally, I conducted over
75 interviews to complement the research and strengthen
each of the essentials. In total, the work has been vetted by
over 1,000 executives and investors as | presented my early
findings in numerous forums.

This research initially showed that over 90 percent of
shareholder value is generated by financial performance
regardless of a company’s unigueness or industry type.
Exponential success is achieved by significant revenues and
cost containment. Management teams earn the right to
realize superior returns only if they generate superior
revenue growth. Great companies were able to generate
both revenue and cash flow growth simultaneously.



The “bottom line” is not about the coolness of the brand,
the positioning of the business, or the pedigree of the CEO.
Those can be important inputs; however, it is exponential
revenue growth that makes a great company—so long as
the management team ethically seizes the opportunity that
it creates to achieve profitability, maintain positive cash
flow, and produce high return on capital.

With this in mind, | decided to start my journey focusing
on revenue and revenue growth.

From a global perspective, the business world is organized
vertically by industry. The investment community
specializes by industry. Management teams rarely manage
outside of their industry. Comparative financial assessments
are done by industry. We even plan our careers within an
industry.

During my research, | decided to look for patterns across
industries. Is there a common set of essentials that
successful companies utilized across multiple industries?

To answer this question, the study’s problem-solving
approach had a number of parallel work streams (described
in detail in Appendix D: Methodology):

1. Blueprint Financial Pattern. The overall financial
pattern of the Blueprint Companies involved a
multiyear study of revenue as well as financial and
shareholder-return metrics. Of the 387 Blueprint
Companies, | studied the financial pattern of the 250
companies with revenues of less than $170 million at
the time of going public. This enabled a quantitative
analysis using public data combined with real-market
values. The ranking of these companies was
determined using a market-value normalization
methodology—that is, revenues were normalized to $1
billion and then indexed to 2004 market values using
the NASDAQ index (because it spans 25 years). The



“fall off” rate of Blueprint Companies was derived by
identifying companies that made it to $1 billion
revenue but fell back. Inevitably 20 percent of these
companies will fall off trajectory post-$1 billion
revenue and fall back below the $1 billion threshold.
2. Ildentification of the 7 Essentials. Next, | pored
through hundreds of corporate histories across
multiple sectors, setting up a template that would
help identify what Blueprint Companies had in
common as they hit their “lift-off” points and began
their ascent to $1 billion revenue. Despite the
diversity of companies and industries, | identified 7
Essentials that these companies had in common.

Along with the BCRC, thousands of articles from
such publications as Fortune, BusinessWeek, Forbes,
industry journals, newspapers, and analyst reports
were researched to complement initial findings.

The identification of these essentials led to the third
work stream:

3. Defining the 7 Essentials. Parallel work streams were
established to determine each of the essentials. My
team, comprised of Iline executives, investors,
consultants, management-behavior experts, and
statisticians worked through a disciplined problem-
solving process to prove or disprove hypotheses
relative to each essential. In most cases, interviews
were conducted by two interviewees so that important
perspectives were recorded completely. Finally,
interviews in this book were checked with all
interviewees to ensure that their perspectives, as
reported, are accurate and complete.



Applying This Book

This study identifies the success-based financial pattern and
key essentials that you can apply to any business to
improve its performance. The book is written around an
approach that identifies the financial pattern to uncover the
essentials and then discusses each essential in detail. In
Chapter 9, the essentials are linked to show you how the
Blueprint Companies created exponential growth.

Chapter One begins the journey with a Blueprint Thesis.
Why a journey? Because the lessons will continue to unfold.
The success pattern of these companies is one that should
be identified and understood—but, by necessity, will evolve
slightly. The journey tells us what business has been doing
right for the last 25 years and foreshadows the pace
business will need to maintain in the coming years in order
to remain competitive.

DAVID G. THOMSON

Overland Park, Kansas
October 2005
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Chapter 1l

The Blueprint Thesis

A Different Approach to Growth

The odds are one in 50 that an idea becomes a business,
one in 20 that a funded business sees an /nitial public
offering (IPO) and, finally, one in 20 that a public company

achieves $1 billion revenue.l The odds of turning an idea
into a billion-dollar business, then, are one in 20,000! A long
shot. Nevertheless, we chase this dream. We want to be
among the few winners.

Why do so many want to take this chance . . . one in
20,0007 Do we think we are better than most and can make
it? What if we just took a small company public and built it
to a $1 billion revenue? Then the odds are better . .. one in
400. Are there enough years in our lives to keep trying in
order to learn or be lucky? How many times do we have to
try to become a winner?

The Blueprint to a Billion Growth Pattern

In short, what does it take to become a billion-dollar
company? | realized that the answer would not come from
soft subjects such as organization or leadership theory, or



from an examination of divisions or operating units in larger
companies. It would come from a quantitative and fact-
based analysis of America’s fastest growing companies.

Furthermore, the analysis had to hinge on what is often
overlooked: revenue performance. Every company can
invest, even over-invest, to grow. However, not every
company can create revenue growth. How many times have
you heard a CEO announcing quarterly results stating that
earnings did not meet expectations because of a revenue
shortfall, yet expenditures met or exceeded budget?

My research began by looking for all of the American
companies that grew to $1 billion revenue since going
public after 1980. | identified 387 companies out of 7,454.
These 387 U.S. companies will be referred to as the
Blueprint Companies.

The Blueprint Companies have a simple but definable
characteristic: They not only grew fast, they exhibited
exponential revenue growth. Exponential is super-
compounding. It describes companies that can double
revenue every year, for example. Growth rates may slow as
revenue approaches $1 billion, but these companies still
grew at an exponential rate. The non-$1 billion companies
had random, linear, or no growth (see Figure 1.1).

This book focuses on these 387 companies and that part
of their growth up to the $1 billion revenue mark. The
success pattern beyond this point is not explored in order to
concentrate on this key benchmark.

FIGURE 1.1

Revenue Growth: The Masses versus Blueprint
Companies

Source: Standard & Poor’s Compustat, Blueprint analysis
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When the Blueprint Companies were compared to the
remaining 5,048 companies that went public since 1980 and
are still active in 2005 (2,019 of these companies have since
gone out of business), | was amazed at the impact such a

few companies have achieved (see Figure 1.2).2

Blueprint Companies represent 5 percent of
American companies that went public since 1980
and account for 56 percent of employment in 2005
and 64 percent of market value!

The disproportionate success of the Blueprint Companies
makes it apparent that they are the heart of America’s
innovation and growth. These companies are the best-in-
class set from which this study draws from. This highly
disproportionate ratio suggests that unless their different
approach is utilized, the odds were—and are—higher for
business teams to be part of the 95 percent than the 5
percent. Do you think you can change your odds by
understanding the success pattern of this select set of
companies? | did.



FIGURE 1.2
Blueprint Companies Are America’s Growth Engine

Source: Standard & Poor’'s Compustat, Blueprint analysis
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No wonder Warren Buffett likes to invest in companies
that he knows, companies he can relate to as a customer.
Look around and you will find Blueprint Companies
everywhere. Their products enhance our everyday lives.
They are at the top of their markets. When was the last time
you used Microsoft software; used the Internet (which rides
on Cisco equipment); searched the Web using Google;
sipped a Starbucks latte; shopped on eBay or Amazon.com;
purchased products at Williams-Sonoma, Staples, or Home
Depot; watched movies from Time Warner; took medicine
made by Amgen, Genentech, or MedlImmune; used financial
services from Charles Schwab; or rode your Harley-Davidson
motorcycle? Do vyou depend on Express Scripts,
UnitedHealth Group, or HCA for your health plan?

How could a company selling coffee transform itself into
an enterprise that is the 372nd largest company in the

United States today?i Why could Charles Schwab create
exponential revenue growth when others in the same
industry, with the same opportunities and resources, could
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