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1. You pull 10-K statements
from two transportation
companies, Saia, Inc. and
YRC.

Industry background:

Transportation is divided
between LTL and TL
transportation providers.

LTL companies consolidate
numerous orders from
businesses in different locations.
Orders are consolidated at
individual locations and then
transported from there to the
ultimate destination. As a result,
LTL carriers require expansive
networks of pickup and delivery
operations around local service
facilities and shipments are
moved between origin and
destination often through an
intermediate distribution or
“breakbulk” facility. Providers
rely on handling through hub and
spoke networks, which require
numerous satellite service
facilities, multiple distribution
facilities, and a relay network.

TL carriers transport shipments
from origin to destination with no
intermediate handling. Because
TL carriers do not require an
expansive network to provide
point-to-point service, the overall
cost structure of TL participants
is typically lower relative to LTL
service providers. At the most
basic level, a TL company can be
started with capital for a tractor
and a trailer, insurance, a driver
and little else.

Financial metrics:

Sales per employee
= From $119K to $153K

2. Work out & explain to them

that you understand how
their business operates.
You do this by drawing out,
on a white board, their P&L.

Base Assumptions
Sales $ 7,500,000

Direct Costs $ 2,250,000
Insurance $ 400,000
O/H $ 4,500,000
Operating Profit $ 350,000
Operating Profit Margin 5%
Modification Rate = 1
Employees 50
Rev/Employee $ 150,000

Employee ramp up time 4 months

3. Next we will show them

how driving down their
modification rate will
impact profits in their
business. Because of your
services, you can drive
the mod rate to .75, which
would impact their P&L in
the following way:

Sales $ 7,500,000
Direct Costs $ 2,250,000
Insurance $ 300,000
O/H $ 4,500,000
Operating Profit $ 450,000

Operating Profit Margin 6%

4. If they buy from one of

your competitors, based on
them making the mistake
that insurance services are
all the same, a commodity,
you want to show them

the impact of what would

5. Now we want to work through

the impact on their business of
the difference between the mod
rate given a swing from .75

to 1.25. Walk through several
examples to the business
owner, on a white board, why
your services are strategic

and important. Educate him to
show him how his business
runs. Show how you can lower
the total cost of risk and what
that means to their business.
For example, is it easier to
increase sales 9% - or use your
services?

$200,000 =
Difference in profit between
your service and the commaodity
service

$666,66 =
Amount of additional sales
to cover profit between your
company & competition

9% =

Amount sales would have to
increase to cover profit between
your company & competition

6 =

Extra headcount company would
have to hire and have generate
$150K in sales to make same
amount of profit (assuming a 4
month ramp up)

9% =

Amount of increased productivity
the company would need rather
than use your services.

4% =

Amount of overhead they could
cut to make the profit that your
services provides them

Would it be easier
to increase sales by
9% in a competitive
market, or utilize
your services?

Would it be easier
to increase sales
$666K or use your
services?

Would your prospect
prefer to hire six
extra employees,
train them, and make
sure they produce, or
use your services?

Sweeping
the 2008
Book Awards
with Two
Gold Medals

Be sure to use any information (“the
numbers”) that you get from your
current customers as examples.
What are their key metrics, sales
per employee, gross margins, asset
TO, Cash2Cash, etc.

happen if the mod rate
increases by the amount
that you may be able to
decrease it. So we’ll sketch
out the same P&L but with a

Asset TO =1.7410 1.9 Best Business Book

Employee Expense as % of
Sales = 54% to 60%

Asset structure — In both cases,

current assets are approximately 1.25 mod rate.

25% of total assets

Working capital — In both cases, Sales $ 7,500,000

net working capital is either Direct Costs $ 2,250,000

negative, or close to negative Insurance $ 500,000

Operating Profit — Ranges from O/t $ 4,500,000

1-4% Operating Profit $ 250,000 Best Sales Book
Operating Profit Margin 3%

We are all on a trip to become the most effective sales people that we can be.
Image that we’re on this trip (with our kids, of course) and let’s ask ourselves -
over and over and over again - “Are we there yet?”

go to www.thinklikeaceo.com
AND START OUTSELLING YOUR COMPETITION




