
High Performance: 
How Do We Achieve It? 

High-performance companies 
share some attitudes and 

strategies that help set them 
apart from the crowd. Inno-

vation, entrepreneurial manage-
ment, employee relations and 

marketing were among the 
factors highlighted at a recent 

Atlanta Fed conference. 

How can America regain its productivity? 
The Federal Reserve Bank of Atlanta, which 

has analyzed that question in recent research 
studies, aired it in April with a public forum 
focusing on well-managed southeastern com-
panies. The conference, the Atlanta Fed's sixth 
since 1981, concentrated on the management 
philosophies that distinguish high-performance 
companies from less-favored firms. 

"High-performance companies possess a 
special something that elevates them above 
the corporate crowd," Atlanta Fed President 
Robert P. Forrestal observed in his introduction. 
"Our intent is to look at some of the Southeast's 
most successful companies and try to identify 
the elements that set them apart." 

A day and a half later, after 21 speakers had 
shared their expert opinions with other confer-
ence participants, Forrestal offered a capsule 
description of some of those elements that 
form a common thread between top companies: 

"Results," he summarized, "come from inno-
vation, entrepreneurship, productivity—and a 
recognition that any management can accom-
plish those goals best by working in harmony 

with the men and women in its offices and its 
factories." 

The conference at the Atlanta Hilton attracted 
about 200 bankers, business people, academics 
and government representatives from through-
out the Southeast. 

After sponsoring conferences in 1981 on the 
future of the financial services industry and the 
U.S. payments system, the region's central 
bank staged a 1982 conference on supply-side 
economics that attracted Reagan administration 
officials, two Nobel laureates in economics 
and several congressmen. The bank fol lowed 
in 1983 with another conference on the nation's 
payments system and a conference on growth 
industries, a precursor to this meeting on suc-
cessful companies. 

The dual thrust of the latest conference was 
suggested by its title: " H o w to Compete Beyond 7 

the 1980s: Perspectives from High-Performance 
Companies." The bank invited chief executive 
officers of leading firms to outline their corporate 
stories, so visitors could consider adopting or 
adapting certain ideas or philosophies to their 
own business operations. As a cross-check, 
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securities experts and others who watch and 
measure corporate success also were invited 
to offer their perspectives. 

Conference planners emphasized the impor-
tance of f inding keys that might help unlock 
the nation's creativity and productivity, warning 
that trading partners—notably Japan—have 
outdistanced the United States in improving 
productivity. For instance, America's investment 
rate, crucial to a nation's ability to rejuvenate 
its plants and equipment, remains lower as a 
percentage of gross domestic product than 
that of most of our trading partners. At the same 
time, the U.S. savings rate ranks near the 
bottom among the industrialized nations, further 
bad news for corporate investment that could 
boost productivity in the future. 

Some speakers emphasized the need for 
economic growth, which can contribute heavily 
to the revitalization of American industry by 
generating corporate profits that can translate 
into capital investment 

"There is no question of our need for economic 
growth," as Federal Reseive Board Vice Chairman 
Preston Martin expressed it. "We've got to 
reinvest, both in the public sector and the 
private sector." 

Martin noted that both traditional industrial 
nations and less-developed countries around 
the world are investing in new plants? and 
facilities, while Americans have been consuming 
the nation's capital through personal buying. 

" In our consumer economy that we all enjoy 
so much, we have consumed the seed corn, 
haven't we?" Martin asked. " W e need to get 
that back." 

Martin said the United States must revive 
productivity in both the private and public 
sector. 

"Goodness knows, we need to restore our 
productive capacity in the private sector," he 
said. " W e also need roads, and bridges, and 
railroads, and canals, and all the rest of the 
public infrastructure that we've been using up, 
too." 

The productivity question was addressed by 
the Atlanta Fed's Research Department in a six-
month study that preceded the Atlanta con-
ference. In that project, a team of researchers 
visited companies across the Southeast to 
identify high-performance companies and the 
traits they share. The study, which focused 
on companies as diverse as airlines, supermarket 

chains, and steel manufacturers, was detailed 
in the April issue of the Bank's Economic 
Review. 

According to Donald L Koch, the Atlanta 
Fed's former research director who described 
the project during the conference, the series of 
interviews identif ied four strong patterns com-
mon to the successful firms: 

1. They emphasize innovation, particularly 
in the area of technology. 
2. They feature an entrepreneurial managerial 
style that keeps their organizational structures 
lean and flexible for prompt action. 
3. They view employees as associates, their 
most valued long-term asset, rather than as 
management's adversaries. 
4. They share an ongoing, sharply defined 
attention to marketing strategy that focuses 
on their comparative advantages. 
Will iam N. Cox, the Atlanta Fed's associate 

director of research, noted that many firms 
wi th mission statements boasting of their 
commitment to "productivi ty through people" 
fail to live up to that philosophy. He cited a 
recent nationwide survey that found most 

"In our consumer economy that we all 
enjoy so much, we have consumed 

the seed corn, haven't we? We need 
to get that back" 

workers do not believe they will benefit person-
ally if they improve their productivity on the 
job. 

"Although most companies have mission 
statements that say, in effect, 'people are our 
most important assets/ the turkeys obviously 
are saying the same thing as the eagles," Cox 
said. 

According to Cox, the companies invited to 
speak at the conference were chosen to partici-
pate not just because of what they say but 
because they are demonstrating their commit-
ment and accomplishing results. "The success 
of their organizations, and the testimony of 
their employees, say that these executives are 
indeed eagles and not turkeys," he said. 

The Atlanta Fed's interest in reviving national 
productivity is longstanding. It took embryonic 
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form during the recession years 1981 and 
1982, when economists noted that some com-
panies seem to prosper even during the worst 
of times. Researchers' curiosity led to a major 
conference in March 1983 that featured such 
experts as futurist Aivin Toffler; Robert Water-
man, Jr., co-author of the best-selling In Search 
of Excellence; and Arthur Levitt, Jr., chairman of 
the American Stock Exchange. 

The latest conference brought together a 
new lineup of authorities on the subject, many 
of whom emphasized the importance of invest-
ment and corporate profits to America's economy. 

Kathryn Eickhoff, executive vice president and 
treasurer for Townsend-Greenspan, an eco-
nomic consulting firm, described profits as the 
"golden fleece" for which enterprises must 
strive. 

"Profits are the reward for risk-taking," she 
said. "Companies in the oil and gas industry, for 
example, must earn an above-average return if 
they are to stay in business, and if they are to 
attract investors. The biggest profit rewards go 
to those who can see a way to avoid or conquer 
the risks others perceive as deterrents." 

Profits buffer companies during hard times, 
and profits are the way the market makes its 
preferences known, she said, explaining: " I f 
too high a profit is earned by the standard of 
other entrepreneurs willing and able to compete 
for a lower return, new businesses will enter 
the market; if returns are low, some companies 
will be forced out." 

And, she added, profits are the primary 
source of savings and investment in the economy. 

" I f we make no attempt at investment, our 
factories and tools will gradually decay. We 
must set aside at least enough to offset the 
wear and tear on existing facilities. Further, 
unless we have a purely static society—same 
population, same wants, same needs—even 
replacement cost depreciation would not be 
sufficient to prevent us from slipping backward 
to ever lower standards of living. 

"Most people want to move ahead to a 
higher standard of living," she said. "To do this, 
we must invest To invest, we must save." 

Eugene Epstein, a senior economist at the 
New York Stock Exchange, expanded on the 
importance of investment in plants and equip-
ment "Look at Japan and Germany," he said. 
"Everything in those countries was destroyed 
in World War II, yet they've rebuilt better than 
before." 

Epstein said innovation is sorely needed in 
the United States today, saying "there's no way 
to introduce innovations without investment 
But innovation is the key. An ounce of inno-
vation is worth a pound of investment." 

Often innovations will pay off by requiring 
less investment in the long-term, Epstein said. 
"Newer , cheaper computers, for example, 
required investment initially, but now require 
less and less." 

Epstein said 600,000 Americans started new 
corporations last year. These are people with 
innovative ideas, he said, and these are people 
who need money to make their innovations 
work. 

" I urge you to make the most of innovations," 
Epstein said. He chided Americans for asking 
for import quotas and government subsidies 
that he warned could lessen the desire to 
innovate. 

One firm combining both innovation and 
investment is Nissan USA, a subsidiary of Japan's 
Nissan Motor Co. Marvin Runyon, president of 
Nissan USA, told the conference that his Smyrna 
Tennessee plant, which began producing trucks 
last June, had to build its manufacturing facility 
and company organization at the same time. 

Runyon's 78-acre plant, a $600 million facility, 
represents the largest foreign investment by a 
Japanese firm. It is an amalgam of nationalities. 
Most employees are American, while equipment 

"Innovation is sorely needed in the 
United States today . . . there's no 

way to introduce innovations without 
investment. But innovation is the key. 

An ounce of innovation is worth a 
pound of investment." 

or technologies come from America, Germany, 
Japan, Norway, and Sweden. 

" W e brought together two nationalities with 
different cultures who had to work closely 
together," Runyon said. " W e also had several 
subcultures within the organization—some who/ 
had previous experience in the auto industry 
and some who did not, some who had experi-
enced third-party representation and some 
who had not. We had no personnel policies or 
any others to transfer from an American parent 
company. We had to create our own history as 
we began to evolve our management style." 
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Nissan's management decided early to gain 
input from all levels of the company by estab-
lishing mutually defined goals, helping to create a 
value system that would be a common bond 
among all the employees. A corporate philoso-
phy was developed, emphasizing the production 
of high-quality trucks by working as a team. 

Five levels of management were established, 
half the number common in traditional manu-
facturing firms. This, according to Runyon, 
emphasizes the "sameness" among employees. 

" W e all eat together in the same cafeteria 
and park in the employee parking lots. Many of 
us regularly wear company apparel, which is 
voluntary and provided to everyone without 
charge." 

John Savage, manager of personnel services 
at Nucor Corporation, a steel manufacturer 
based in Charlotte, North Carolina, echoed 
Runyon's emphasis on employee motivation, 
saying, " W e believe the best motivation is 
green." 

Nucor Corporation has prospered during 
hard economic times in a mature industry, 
Savage said, by rewarding employees for working 
hard. He said employees are paid generous 
bonuses based on completing tasks in 90 
percent of the t ime normally required. If they 
produce in 60 percent less than the standard 
time, they receive a 60 percent bonus with 
their regular pay the next week. 

"Nissan's management decided early 
to gain input from all levels of the 

company by establishing mutually de-
fined goals, helping to create a value 

system that would be a common 
bond among all the employees." 

In return for employees doing their part for 
the company, Savage said, Nucor management 
works to make sure the company is profitable 
so everyone can depend on having a job in the 
future. Not one employee has been laid off in 
14 years, he said. In addition, everyone is made 
to feel part of a team, Savage said. All employees 
have the same benefit plans and vacation time. 
Executives have no company cars or executive 
dining rooms. 

Nucor, like Nissan USA, maintains only five 
organizational levels: the chief executive officer, 
the vice presidents and general managers, the 

department managers, the supervisors and 
professionals, and the hourly employees. "Our 
lines of communication are open and informal," 
according to Savage. 

Joel Wells, president and chief executive 
officer of Sun Banks, a bank holding company 
based in Orlando, Florida, described his com-
pany's philosophy of seeking to please customers 
by pleasing employees. He said a survey of 
employee feelings and attitudes led to improved 
hiring and training policies and greater involve-
ment by management and staff in policies that 
affect all. 

Examples include Sun Bank University; a 
branch managers' academy; the Sun video 
network (a 15 minute video presentation of 
key events within Sun Banks shown to all 
employees); the "Sunsuggestion" program (an 
employee suggestion program that rewards 
those who contribute ideas that work); the 
"Sunshare" program (a 100 percent matching 
contribution program for employees putting 
up to 6 percent of their income in Sun Banks 
common stock); work-sharing (top executives 
spend one day every other month helping 
customer-contact employees, such as tellers); 
and management-by-walking-about (a con-
cept of open management described in In 
Search of Excellence). 

Wells said his firm has established measurable 
goals for improving employee relations. " W e 
want to reduce employee dissatisfaction by 10 
percent a year, reduce outside non-entry level 
hirings by 15 percent per year, and reduce 
employee turnover by 15 percent a year," he 
said. 

Sun Banks also set out to discover what 
customers want by taking a survey and, when it 
was finished, setting goals for improving cus-
tomer relations as well. These goals included 
reducing avoidable account closings by 10 
percent a year and increasing use of core 
services by 10 percent a year. 

" O u r strategy to please employees and 
customers should result in pleasing our share-
holders," Wells said. " W e have set four goals 
for ourselves in this area: achieving a return on 
earning assets of 1.1 percent, a return on equity 
of 15 percent and an internal capital generation 
rate of 10 percent In 1983, we exceeded one 
goal—our targeted 15 percent return on equity." 

Another banker who spoke at the conference 
was Robert Strickland, chairman of the board 
of Trust Company of Georgia, who spoke on 
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sustaining a tradition of excellence. Strickland 
said the people at each firm must remain 
introspective about their firm's goals. 

" H o w much of this corporate prose is merely 
rhetoric and how much is reality?" he asked. 
"How much is gloss and how much is substance?" 

According to Strickland, "excellence means 
continuous attention to detail, a dedication to 
the work ethic, and a challenge throughout the 
organization to strive for increased personal 
productivity." 

To continue to be successful, Strickland said, 
means doing what good golfers do: "Keep your 
head down, keep your eye on the ball, and use 
plenty of follow-through." 

Thomas Jacobsen, senior executive vice presi-
dent of finance and administration for Barnett 
Banks, emphasized the importance of tech-
nological innovations in the banking industry. 

"The driving forces in Florida banking are 
technology and deregulation," Jacobsen said. 
He said his bank tries to stay on top of the 
Florida banking industry by experimenting with 
new technology, such as the statewide auto-
mated teller machines (ATMs), a credit card 
network, and in-home banking. 

Gerald Eickhoff, president of Bank Earnings 
International, an Atlanta-based bank consulting 
firm, echoed a familiar conference theme of 
encouraging entrepreneurship among em-
ployees. 

" W e strongly encourage the entrepreneurial 
spirit," said Eickhoff, who founded BE I in 1976 
with partner Jim Cotton and has watched it 
grow to about 125 employees in three cities. 
"What we are is a small group of entrepreneurs 
who are now running across a lot of opportunities; 
we're making those opportunities available to 
the people in our organization who can handle 
them." 

Mark Hollis of Publix Super Markets attributed 
Publix's success to location (all its stores are in 
fast-growing Florida), to employee ownership, 
to building new stores and updating old ones, 
and to pleasing customers. He said Publix, 
based in Lakeland, Florida, tries to please 
customers by making sure, as its motto promises, 
that Publix is "where shopping is a pleasure." 
He said employees must recognize that the 
customer is the most important person in the 
store. 

Hollis also said Publix's success comes from 
"training management people at the lowest 
possible level to make decisions necessary to 
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meet the latest competit ive maneuvers." He 
said Publix has no organization chart or policy 
manual for managers to use as a substitute for 
decision-making. He described this policy of 
relying heavily on managers' judgment as going 
hand in hand with the policy of promotion from 
within. 

"O f all the officers of our company," he said, 
"only four have not worked their way up 
through retail stores or through warehousing 
and the distribution system. These officers 
have special skills, such as accounting or real 
estate." 

Hollis said Publix offers financial benefits 
such as a profit-sharing retirement trust plan 
and profit-based cash bonuses to retail em-
ployees, but he feels these are not the most 
effective incentives. "O f even greater impor-
tance is the fact that we have been successful 
in convincing our people that we are interested 
in them—not just as employees or as numbers 
on the payroll sheet, but as real human beings. 
We care for them. We are truly concerned that 
they find their place of employment to be 
where 'working is a pleasure.' " 

Will iam A. Fickling Jr., founder and chief 
executive of Charter Medical Corporation, a 
Macon, Georgia hospital chain, also emphasized 
the importance of a company's staff to its 
success or failure. 

" I strongly believe," he said, " that the most 
important assets of any enterprise are its human 
resources." 

"Of even greater importance is the 
fact that we have been successful in 

convincing our people that we are 
interested in them—not just as em-

ployees or as numbers on the payroll 
sheet, but as real human beings" 

Fickling also focused on the importance of 
finding a business niche and devoting energies to 
developing that niche. In Charter's case, the 
firm targeted psychiatric hospitals. In just six 
years, it has grown from five psychiatric hospitals 
to 27 hospitals in 12 states and England 
today—with 17 more facilities under construction. 

"We found a niche in the health-care business," 
as Fickling explained, "where we had a chance 
to become the world leader." 
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C. Martin Wood III, senior vice president and 
chief financial officer of Flowers Industries, 
based in Thomasville, Georgia, said his baking 
company, too, trains lower level management 
to make quick, sound decisions. " W e believe 
entrepreneurship is fostered by maintaining 
operational autonomy with decision-making 
placed at the action level, so the men in the 
trenches, those actually doing the fighting, are 
the ones making the decisions on the ground," 
Wood said. 

Entrepreneurship is encouraged at Flowers 
Industries because, with 31 production facilities 
shipping out bakery products with a life expec-
tancy of 36 hours, decisions made at corporate 
headquarters would come too late. 

"Each market in the bakery business is differ-
ent, and has its own demographic, its own 
geographic, and its own competit ive make-
up," Wood said. "So, the person running the 
local operation must be able to take full respon-
sibility for what we call the five Ts : ' his people, 
his plant and equipment, his product mix, his 
pricing, and his plant's profitability." 

Wood stated emphatically that Flowers In-
dustries is in business to make money. Employees 
are imbued with the belief that they can best 
insure their job security and potential for 
advancement by helping make Flowers Indus-
tries more profitable. Being profitable is some-
times difficult, Wood said, for a company that 
continually buys financially distressed bakeries 
and attempts to turn them around by restoring 

"These innovative corporate 'change 
masters' look at problems from all 

perspectives by getting outside their 
offices and outside their specialt ies 
They provide clear vision when the 

going gets tough halfway through the 
implementation of a new idea or 

product." 

profitability. The company needs everyone's 
help to succeed, he emphasized. 

Flowers Industries employees are rewarded 
with a salary, a bonus, and an incentive bonus 
for helping make their company more profitable, 
Wood said. "It 's quite possible a division presi-
dent or a vice president could earn more in the 
incentive system than someone with considerably 
more seniority," he said. 

Wood said timely reports are also necessary 
in a decentralized firm. 

"By Monday afternoon, all receivables for 
the previous week have already been billed," 
he said. "By Tuesday morning, the plant presi-
dent has a complete profit and loss statement 
on every one of his profit centers and each one 
of his production lines. By Tuesday afternoon, 
we have a consolidated profit and loss statement 
at corporate headquarters. This is the key to 
the decentralized operation." 

Rosabeth Moss Kanter, author of The Change 
Masters, also described new management tech-
niques. She stressed the importance of f inding 
new ways to be a more effective manager by 
giving an example she calls "The Roast Pig 
Problem," the story of a primitive man who 
discovers roast pig when an unlucky swine is 
trapped in the man's burning house. Because 
the roast pig tastes so good, soon all the 
townspeople are burning their houses with a 
pig inside—so they, too, can enjoy roast pig. 

Ms. Kanter said this is what American managers 
have been doing for years—burning their houses 
to produce roast pig when there are many 
easier ways to accomplish their goals. 

Ms. Kanter said the successful companies 
she studied for her book are managed by 
people who use "kaleidoscope" thinking instead 
of "microscope" or "telescope thinking." These 
innovative corporate "change masters," as she 
calls them, look at problems from all perspectives 
by getting outside their offices and outside 
their specialties. They provide clear vision when 
the going gets tough halfway through the imple-
mentation of a new idea or product 

Change masters, she said, are experts at " t in 
cupping," or building a coalition of support for 
new ideas from the sales force, workers, and 
everyone else they can find; they know the 
only way anything can work is through a team 
effort And, she added, change masters remem-
ber to "make everyone a hero" when credit is 
finally due. 

The companies managed by such executives, 
Ms. Kanter said, "encourage enterprise by giving 
people jobs with broader scope and by com-
bining jobs rather than dividing them up. This 
gives people a bigger sense of responsibility." 

Ms. Kanter said high-performance companies, 
such as Hewlett-Packard and IBM, have a 
structure different from the traditional "roast 
pig" structure, too. Local autonomy and inter-
dependence are encouraged, with "smaller 
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being more beautiful." Because the groups are 
small, a culture of pride can be established 
wi th abundant praise for all. Information is 
shared and employees feel secure in their jobs. 
This, she said, is often lost in large corporate 
bureaucracies. 

She contrasted these high-performance com-
panies with what she called the old-fashioned 
firms that create segmentalism and rules that 
stifle innovation. Managers in this category, she 
said, are suspicious of new ideas, force em-
ployees to go through channels, decide policies 
in secret, and express criticism but withhold 
praise. They are people, she said, "who count 
everything possible and never forget they are 
the ones who know everything about the 
business. 

"To the roast pig managers, change is a 
threat To the change masters, change is an 
opportunity," Ms. Kanter said. 

The innovative approach to management 
was echoed again and again at the high-perfor-
mance conference by representatives from 
other fast-growing companies. 

Bernard Marcus, chairman of the Home 
Depot, a building supplies retail store based in 
Atlanta, said his firm's swift growth to $500 
million in revenues this year was attributable in 
part to the high priority it places on training 
managers and other personnel. 

"When we set this company up," Marcus 
said, "we determined that we were going to 
have people in our stores who would be well-
trained, highly motivated, aggressive, and actu-
ally caring for the customer." 

To achieve that goal, which he acknowledged 
every retailer strives for, it was necessary to 
emphasize training from the top to the bottom 
of the staff ranks. 

"Everybody in this company, starting with 
the chairman of the board, in addition to being 
an entrepreneur and a businessman, is also a 
trainer and a teacher," he declared. 

Ken Millen, personnel manager for Manage-
ment Science America (MSA), a computer 
software distributor based in Atlanta, said his 
firm is fighting very hard to avoid a restrictive 
organizational structure that could choke off 
innovation. 

He acknowledged that is going to become 
more difficult as the firm aims at a sales goal of 
$1 billion a year, but added: " W e intend to 
really continue working to have, not a structure, 

but an opportunity for people to achieve their 
goals." 

Delores Steinhauser, an Atlanta Fed economist 
who was instrumental in organizing the con-
ference, said the companies' emphasis on 
"product iv i ty through people" testifies to the 
fact that " they live and breathe those ideas. 

"They believe that they can leverage their 
hard assets through their soft assets—their 
employees," she said. "They are convinced 
that they can really achieve tremendous pro-
ductivity gains by treating people right—by 
giving them the right incentives, and the right 
motivation, to perform." 

Harvard Business Review Associate Editor 
Alan M. Kantrow said the business world has 
changed in the last 10 years, noting, " W e now 
have global competit ion, which means we 
have to compete by making quality products. 

"Dave Garvin, assistant professor of business 
administration at Harvard, recently conducted 
a study comparing American workmanship to 
Japanese," Kantrow said. Because there were 
so few manufacturers making air conditioners, 
he was able to study all of them. 

" H e found 63.5 defects for every 100 air-
conditioning units produced in the United 
States. In Japan, the rate was a mere .9 defects 
per 100 units. And this professor spent longer 

"The companies that are successful 
now and will continue to be successful 
beyond the 1980s are the ones that 
recognize the need for quality products 

and rapid product deve lopment . 
Management of people is important, 
because employees are a reservoir, 

not a cost to be cut." 

to do the study than he had planned because, 
while the Japanese posted their figures in each 
factory, the Americans didn't even know how to 
get the necessary figures." 

Kantrow said the companies that are successful 
now and will continue to be successful beyond 
the 1980s are the ones that recognize the need 
for quality products and rapid product develop-
ment Management of people is important, he 
said, because employees are a reservoir, not a 
cost to be cut. 
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At the conference's conclusion, Atlanta Fed 
President Forrestal summed up by urging par-
ticipants to consider what each speaker had 
shared and to incorporate applicable strategies 
into their own organizations. 

" W e feel it is crucial that we find the keys 
that can unlock our nation's creativity and 
productivity/ ' Forrestal said. 

"What has happened to the economic magic 
we used to describe as 'America's industrial 
miracle?' Many of us wonder. Our productivity 
gains have failed to keep pace with those of 
some of our trading partners, notably Japan. 
But do we have to step aside for Japan or 
anyone else? I think not." 

He said the conference had underscored 
that America's productivity problems must be 
solved by its managers and workers, not by 
government. 

"Our national revival must come, not from 
sweeping federal initiatives or edicts, but from 
the imagination and efforts of individual cor-
porations and institutions," he emphasized. 
" W e must remember always that real results 
come from innovation, entrepreneurship, and 
productivity." 

— Donald Bedwell 
and Melinda Dingier 
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