Summaries K&T7

INTERNET DELIVERED BUSINESS BOOK SUMMARIES

THE
BREAKTHROUGH
COMPANY

How Everyday Companies Become
Extraordinary Performers

KEITH McFARLAND

KEITH McFARLAND is the founder of his own consulting firm, McFarland Strategy Partners. He has served
as associate dean of the Pepperdine University School of Business and Management, and as CEO of two
technology companies, Collectech Systems and Nivo International. McFarland Strategy Partners has
assisted major companies such as Morgan Stanley, EGL and Prudential, and growth companies, including
Vans, House of Blues and others. Mr. McFarland is a graduate of Pepperdine University and writes a regular
online column for Business Week.

The Web site for this book is at www.breakthroughcompany.com.

SUMMARIES.COM is a concentrated business information service. Every week, subscribers are e-mailed a
concise summary of a different business book. Each summary is about 8 pages long and contains the
stripped-down essential ideas from the entire book in a time-saving format. By investing less than one hour
per week in these summaries, subscribers gain a working knowledge of the top business titles. Subscriptions
are available on a monthly or yearly basis. Further information is available at www.summaries.com.



INTERNET DELIVERED BOOK SUMMARIES The Breakthrough Company - Page 1

MAIN IDEA

Only about one-tenth of one percent of start-up U.S. companies ever achieve revenues of $250 million or more. And of those
companies that reach $250 million in sales, only one in three — about one-thirtieth of one percent— will grow to reach $1 billionin sales.
Most companies tend to start small and stay that way. Only handful ever manage to “break through” from small company status and
become large enterprises.

So, the question is what are these breakthrough companies doing right? To look for answers, more than 7,000 entrepreneurial
companies which appeared on Inc. magazine’s annual list of the 500 fastest growing companies were studied. Ninety-four of these
companies have revenues of $250 million or more. From that pool, the nine best performing companies in terms of annual revenue
growth, return on equity and return on sales were determined. Those nine breakthrough companies were then analyzed over a five
year period to try and identify the “secrets of their success”.

What emerged from this study was there are six practices which distinguish the breakthrough companies from their everyday
counterparts. Breakthrough companies do these six things well and that seems to underpin their ability to make the transition to
major-player status in their fields. If you aspire to join this rather exclusive circle, a good starting point would be to make these six
practices your own.

The Six Breakthrough Principles

Small Business Thinking [l Breakthrough Thinking

Leader centric oot Breakthrough companies are not built to meet the needs, Page 2
> c thinking —'—V ce(s[ggr;l;s:?: ch Preferences or whims of their founders. Rather, there is an

underlying belief what's good for the organization should
come first. Breakthrough companies are committed to
building something which is larger than any of their
individual employees, even the firm’'s founders.

Get ahead and Keep making Breakthrough companies keep on “upping the ante” as they Page 3
> then play it safe - progressively continue to grow. These firms make bigger and bigger bets
: bigger bets over time. Rather than resting on their laurels, breakthrough

companies continue to play games which have high and
higher stakes. They position their firms to keep moving
forward at all times.

Tribal character : Systematically ~ Most breakthrough companies don’t have the time to draft Page 4
to the fore build character  values statements or fret about corporate culture. They're

simply too busy working to align what they say with what

they actually do. By so doing, breakthroughs infuse their

organizations with character. They get their people to

behave the right way.

Win because Win through Small firms often succeed because they can react quickly Page 5
> o we're small —> structural and give customers what they want while at the same time
advantage keep costs low. Breakthrough companies figure out
practical ways to institutionalize these advantages on a
larger scale. They work on cost optimization, customer
relationship management and responsiveness.

e Rely on our Incorporate Small firms are often built around a single insight. Page 6
> own ideas —> best outside Breakthrough companies erect “scaffolding” which allows
: ideas them to drive revenues to the next level again and again.

This scaffolding incorporates the best ideas available,
whether they are internally or externally sourced or
generated. Breakthroughs use all available resources.

> B_Ltli|d y GuEsian Breakthroughs always keep challenging their business Pages 7 - 8
G CLOALI = —'—V: assumptions assumptions in order to grow. They work on the theory what
our vision was true in yesterday’s marketplace may not necessarily be

true in the markets of tomorrow. This includes using difficult
times to tap into energies and capabilities which might lie
dormant during the good times.
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