S U C C ESS STO R IE S

Making It
in Today’s
Economy
By Ramona Dzinkowski

W

hile many North American companies are still grappling with the
negative impacts of weak consumer demand, others have seen
strong and sustained growth. Some people would suggest that
those making it today are mainly economic contrarians benefitting from the
shift in demand from higher-priced to lower-priced goods—the types of
companies that necessarily benefit from hard times, like low-grade wine
producers, fast-food chains, and certain global discount stores.
Although it’s true that consumer hardship has meant a shift in consumption patterns to the natural benefit of some, there are numerous examples of
how companies have adapted and responded to tough economic times with
out-of-the-box management strategies and practices that have effectively
supercharged their revenues.
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FordDirect
For FordDirect, the online sales arm of Ford Motor Company, the key to growth in the hard-hit retail car and
truck industry is developing digital products and solutions for their dealership network, ultimately making it
easier for Ford to serve its customers. The result has been
year-over-year growth of 40% in lead volumes to dealers
for both new and used vehicles—275,000 in new vehicle
sales from these referrals in 2010 alone—and a total
annual retail sales contribution to the Ford Motor Company of more than 20%.
To facilitate and sustain this growth, FordDirect
focused on “three management buckets,” namely tools,
people, and processes, Ted Vincent, vice chairman and
CFO, says. Over the last two and a half years, the company has taken a systematic approach to evaluating its technology platform, its current human resources capabilities
and future HR requirements, and making sure it had the
right organizational structure and processes to support
ongoing growth objectives. “In our situation,” Vincent
adds, “where we were growing very rapidly, we needed to
focus on all three of these concurrently and be very aware
of the interaction between them. We had to make sure
that whatever change we made was looked at through
those three lenses to ensure we were adding value.” In
addition to ensuring that they invested in the right technology and in order to integrate the three management
challenges, this meant that Vincent frequently had to step
outside the traditional CFO role and wear several
hats. As he explains, “I had to work closely
with the end users of the technology,

“In a high-growth
phase, the CFO
necessarily
wears many
hats.”
—Ted Vincent
vice chairman and
CFO, FordDirect
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with the team of IT specialists and programmers that
were developing the products, with the IT project manager who was responsible for all of the testing, and, ultimately, I had to be involved in the nonstop recruiting in
order to ensure we had the right people to keep up with
the pace.”

Clearwater Seafoods
Other companies have weathered the economic storm by
improving their understanding of their competitors, market segments, and customers, which allowed them to better manage their pricing models almost in real time.
Clearwater Seafoods, for example, the largest publicly
traded fish processing and sales company in Canada,
improved both sales and margins in the last three years
through a very focused market research strategy. In order
to offset a significant exposure to oil price increases, a
weakening U.S. dollar, and lower U.S. demand, “our company had to take a hard look at our marketing strategies
and pricing structure,” says Tyrone Cotie, treasurer at
Clearwater.
The appointment in May 2010 of a new CEO, who
came from a sales and marketing background, refocused
the company on validating its assumptions about its markets by utilizing third-party data. “We’re largely a harvesting processor,” Cotie explains, “and historically not very
sophisticated about marketing. Now, however, we’re utilizing more statistics about various protein pricing
options in a variety of international markets.”
Clearwater’s competitors are other seafood
companies, but with some products like
lobster and scallops, “you’re not just
competing with other seafoods for the
consumer’s plate—you’re competing
with other sources of protein, such as
beef, chicken, and pork,” he adds.
Cross-price elasticities come into play
whereby pricing trends for other proteins have a general effect on the price
of fish. “What we’re seeing really over the
last 12 months is a lot of pricing power
with other proteins,” Cotie notes.
To understand the potential
impact of this on revenues,
Clearwater combined new data
about its competitors in Asia,
Europe, and the United States
with a more rigorous forecast-

“We’ve got some pretty strong winds
at our back with respect to pricing.
However, foreign currency volatility
is always one issue that I lose a little
bit of sleep over.” —Tyrone Cotie, treasurer,
Clearwater Seafoods

ing process that provided weekly sales projections. “That,
along with closely monitoring exchange rates, has given
our salesforce a lot more focus and attention on pricing,
and that’s really given us a lot of power to improve our
margins,” Cotie explains. Clearwater’s margins have been
increasing both percentage-wise and in real dollar terms
over the period, despite two significant challenges: the
strengthening Canadian dollar and the impact of the
increasing price of oil on the cost of operating its 10 factory vessels.
“We’re an exporter with about 40% of our sales in U.S.
dollars,” Cotie says, “and with a weaker U.S. dollar when
we convert back into our own currency, we put less Canadian dollars in our pockets.” In addition to “plain vanilla
currency hedging,” Clearwater has been shifting its market focus to higher-margin countries. “We’ve been
migrating our sales over the last four or five years out of
the U.S. to Europe, particularly Germany and France,
where we’re able to adjust pricing enough to get a higher
return on our investments,” he adds. “We’re also spending
a lot of time on China right now, setting up frameworks
to create a structure and really grow the business over
there in the next five to 10 years.” Another answer has
been to invest in new technologies that would lower the
costs of the fleet. “That, combined with our focus on
competing products or proteins, has given us a lot more
pricing power,” Cotie notes.
Going forward, Clearwater’s global market expansion
will rely in part on external sources of supply that will
require close management of associated supply chain
risks. Today the company either harvests its own seafood
or purchases lobster from the domestic waters off Nova
Scotia, and the quality and safety of their stocks are tested
rigorously. In the longer term, however, Cotie says, “Our

growth challenge is that we’ve got a limited harvest. We
can go only so far with pricing in terms of growth, but
after that we’re going to have to increase our volume to
take the business to a whole new level over the next three
to five years. We’re therefore very sensitive to potential
procurement concerns: first, the safety of the product
that’s being processed, and, second, sustainability of supply. We get a lot of interest in our products as all our
products are certified as being sustainably harvested. So
we’re very conscious of not wanting to dilute our brand
by procuring and selling seafood that’s not from a sustainable background,” he adds. “Good citizenship is a big
part of our differentiation strategy, so it’s very much a
business issue for us.”

Zorch
Supply chain management is also at the core of other
rapid-growth companies like Zorch, ranked one of the
fastest-growing private companies in America. Zorch provides strategic brand management and promotional
product management for major international companies
in the $20 billion promotional products industry. Their
business model relies on security and quality of supply.
Zorch operates an online portal where corporations can
buy merchandise branded with their names and logos
from manufacturers vetted by Zorch. Their value proposition is to simplify procurement while ensuring quality,
customer service, and assured delivery.
“Managing supply chain risk is therefore critical to the
success of our business,” Jackie Barry, Zorch CFO and
chief operating officer, says. Not unlike Clearwater Foods,
“Consumer safety is a core element of our growth strategy,” she adds. “A lot of it focuses on China when it comes
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“The successful CFO today needs to
think like a CEO.”
—Jackie Barry
CFO and COO, Zorch

to supply chain risk for us, as that’s where most companies are sourcing their blank products for this market
today. We’re very tightly integrated with our core domestic suppliers, who are big players in Asia. Zorch and our
domestic suppliers have a very tight set of quality controls, audit, and certification processes that we’re continually revamping, improving, and tightening.” Zorch
expects rapid growth to continue at an escalating rate and
will be focusing on building its infrastructure, continuous
recruiting, and expanding its client base from Fortune 500
companies to mid-market and smaller U.S.-based clients.
In addition, Barry explains, “We’ll be extending our product offerings both domestically and internationally to
basically include anything that someone might be
inclined to put their corporate mark on.”

FXI
For many companies, rethinking product lines while
essentially revamping entire business strategies wasn’t
uncommon between 2009 and the first part of 2012. Privately owned Foamex (now FXI) is one such company
that was crippled by debt and a collapse of its traditional
markets during the period, yet it emerged in 2011 in
phoenix-like form.
Turnaround expert Harold Earley came to Foamex as
the new CFO at the end of December 2008, knowing that
the company was facing an immediate event of default on
roughly $400 million of debt. Foamex had struggled for
years with a significant debt load, and 60 days after he
joined, it filed for bankruptcy (363 auction). Says Earley,
“I didn’t anticipate that we would head into bankruptcy
that quickly, so it was a very, very expedited process.”
Clearly what was facing the company was a significant
cash flow problem. From a restructuring standpoint, the
debt options were also going to be very challenging for
two reasons. Given the tight credit environment of early
2009, “not a lot of people were willing to restructure
someone’s debt,” he notes. Second, considering that
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Foamex’s sales were 40% dependent on auto builds,
which fell from a rate of approximately 16 million builds
at the beginning of 2008 to an annual rate of approximately six million builds in the first quarter of 2009, and
the remainder relied on the decimated retail bedding and
furniture markets, “We were in a very tricky spot,” he
adds.
The main challenge became finding someone to invest
in the business who would provide financing through the
bankruptcy, then literally navigating the company
through a bankruptcy process while keeping its cash flow
positive during a five-month time period. “When we
finally found a partner to put up financing during the
bankruptcy,” Earley says, “we still had to manage the
company through a pretty tight budget, restructure all
our debt, eliminate the most significant and troublesome
liabilities, and essentially create a new company, namely
FXI. Being able to reset the entire balance sheet gave the
company a great operating flexibility after bankruptcy.”
And more importantly, without having this burden of
ominous debt covenants hanging over them, it freed up
the minds of the management team to focus on how to
make the business more efficient.
FXI is in an extremely commodity-oriented business,
and being the low-cost provider is the key to survival,
according to Earley. And the company had to do some
significant cost restructuring to get a positive cash flow.
“We’ve spent a fair amount of time trying to drive operational efficiencies, identifying troublesome parts of our
business, and really trying to understand where the attention was needed,” he explains. “Identifying the areas that
were going to have the biggest bang for the buck was my
main concern.”

To move forward fairly rapidly, Earley implemented a
series of benchmarks and scorecards that allowed management to quickly see where there trouble spots were.
“We weren’t as efficient as we could have been, and we
weren’t making money on certain customers,” he says, so
helping management understand where those problems
were was critical. “From a finance perspective,” he adds,
“my team was tasked with developing the metrics that
allowed us to create actionable items—getting down to
the granular specifics.”
Ultimately through understanding where its inefficiencies were, FXI wound up closing several plants, centralizing operations, and eliminating a significant amount of
cost. At the same time, it put a lot of emphasis on
improving its financial reporting systems, making early
investments in IT right out of bankruptcy. “In the short
term,” Earley notes, “that gave the company much better
visibility into how to improve efficiencies.”
For the longer term, FXI is relying on new market and
product development as key sources of growth. Its current strategic plan involves driving the company closer to
the consumer. “Today, 95% of the company’s business
model is B2B, but that will eventually migrate to a B2C
model,” Earley explains. “Ultimately we see ourselves
becoming a turnkey branded provider of foam solutions
in the retail space as opposed to just being the foam manufacturer.” Finally, the company is venturing into entirely
new markets with its foam product solutions, he adds.
“For example, one of the new solutions that we’ve developed addresses a common problem that homeowners
have with clogging gutters, which is clearly outside our
traditional product offerings.”

With a new market focus and new product offerings,
the FXI finance team is also being forced to think out of
the box. Moving from a B2B to a B2C environment “is
quite a different outlook for the entire management
team—moving from a commodity perspective to one
much more focused on marketing, advertising, trying to
get much closer to the customer’s voice,” Earley says.
“From a budgeting standpoint, we have to think about
investing dollars in those areas so that we have a better
sense of branding. The B2C environment also requires a
much different skill set, so we’re reinvesting in people—
hiring a lot of new people in R&D, in marketing, and in
sales that have the expertise that we don’t have today.
“From a financial analysis perspective, the move to a
B2C environment requires a lot of discipline around budgeting and forecasting to try to understand what we were
planning to see for our investment dollars,” Earley adds.
“In this, making sure we have the reporting tools in place
that allow us to accurately track the data and ultimately
make the right decisions going forward will be key.”
For FXI, emerging from bankruptcy in 2009 with a new
CFO whose focus is on benchmarks and performance
metrics has allowed it to reexamine the efficiency of its
entire operations in a number of ways. At the same time,
with the development of a new market strategy and corresponding products, the company is regaining its market
dominance—without the crushing debt. Today FXI is
operating at more than an $800 million run rate, which
compares to $600 million in 2006. “Before long,” Earley
notes, “we’ll be approaching $1 billion.” SF
Ramona Dzinkowski is a Canadian economist and business
journalist based in Toronto. You can reach her at
rndresearch@interhop.net. ©2012 by Ramona Dzinkowski.
For copies and reprints, contact the author.

“Here’s our five worst-performing
plants, here’s our five worst customers,
and here’s our five worst products—
—Harold Earley
now let’s go fix it!”
EVP and CFO, FXI
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