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Three Rules for Optimum Organizational Structure

1. Span of Control:

2. Proper Reporting Level:

3. Management Insulation: 

Case Study:
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Span of Control:

Proper Report Level:

Management Insulation: 

before

Revenue $3,800,000 100%
 Cost of Goods Sold $2,356,000 62%
Gross Profit $1,444,000 38%
 SG&A $1,262,000 33%
Operating Profit $182,000 5%

very  

Revenue $3,800,000 100%
 Cost of Goods Sold $2,276,000 60%
Gross Profit $1,524,000 40%
 SG&A $1,092,000 29%
Operating Profit $432,000 11%

Optimize Your Organizational Structure to Eliminate Waste, Increase Profit, continued from page 3

continued on next page     
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New PDQ Organization Structure
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Note: This article was adapted by David L. Perkins, Jr. using, in 
part, information contained in 

, 1983, Harry E. Figgie, Jr. The techniques 
presented are as applicable today as they were 30 years ago.  
Harry Figgie spent his career reducing costs and enhancing profit in 
private companies. After graduating from Harvard Business School 
in the 1950s, Figgie specialized in profit enhancement at various 
organizations, including Booz Allen, Firestone, and Parker-Hannifin. 
He then put his skills to work for himself by buying a distressed 
manufacturing firm that was doing $20 million in annual revenue. 
He applied his techniques with great success. He then bought another, 
and another, wringing profit out of each. Over a 30-year period and 
some 50 small-company acquisitions, he amassed an organization 
with revenue of $1.4 billion and hundreds of millions in annual profit. 
Although later in life his giant company began to falter, business owners 
can learn a lot from what Figgie did so well — wring profit out of 
private companies through a thorough approach to cost reduction.  ❑

Optimize Your Organizational Structure to Eliminate Waste, Increase Profit, continued from previous page

The Business Owner Series on Cost Reduction 
and Profit Enhancement Strategies
January-February 2009 Issue:

> Profit Enhancement Through Cost Reduction: The Time  
Is Now

> First Step Toward Profit Enhancement? Break Down 
Employee Resistance

> Cost Drivers and Where to Look to Lower Cost
> Want to Improve Profit? Everything’s Negotiable

▼  This Issue, March-April 2009:
> Optimize Your Organizational Structure to Eliminate 

Waste, Increase Profit
> Cost Reduction: Setting Priorities and Where to Look First

May-June 2009 issue:
> Peer Benchmarking: Compare Your Company to Others, 

Find Out What’s Possible

July-August 2009 Issue: 
> Internal Benchmarking: How to Use Your Company’s 

Historical Performance Data to Enhance Profit

September-October 2009 issue: 
> Assess Organization-Wide Productivity to Maximize Profit

November-December 2009 issue:
> Work Sampling: An Inexpensive Way to Assess Employee 

Productivity, Set Standards

January-February 2010 issue:
> Using ABC Inventory Control to Carve Tax-Free Cash out 

of Inventory

March-April 2010 issue:
> How to Improve Your Sales Forecasting

May-June 2010 issue:
> Product and Service Pricing: Get It Right to Maximize Profit
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PROFIT  ENHANCEMENT/COST REDUCTION

“ You don’t have to shout to get your point across if 
you use the right words.”

Harvey Mackay

Cost Reduction:  
Setting Priorities, Where to Look First

The Cost Reduction and Profit Improvement 
Handbook

PDQ Company Income Statement

Revenue $3,800,000 100%

 Less: Material Expense $1,750,000 46%

 Less: Direct Labor $250,000 7%

 Less: Direct Overhead $356,000 9%

Cost of Goods Sold $2,356,000

Gross Profit $1,444,000

 Less: Marketing and Selling Expense $308,000 8%

 Less: General and Administrative Expense $954,000 25%

Total SG&A Expense $1,262,000

Operating Profit $182,000

 Dollars of Expense/Total Revenue = Percentage of Revenue

 $1,750,000/$3,800,000 = 46%

 

 
 

The Business Owner Journal will provide 

 

Cost Reduction vs. Growth

 
 

❑



The Business Owner, March/April 2009    7

STRATEGY

Four Low-Cost Ways to Improve Your Business Today

1. Find Out What Your Customers REALLY Want.

2. Help Your Employees Find What Customers Want. 

3. Target Things That Consume Cash.

4. Strengthen Bonds Among Your Employees and Between 
Them and Your Firm

Note: Ron Wince, CEO of Guidon, a management consulting  
firm, provided suggestions for this article. You can reach him at  
www.GuidonPS.com.  ❑
* Robert “Bob” Mackasek is CEO of Valera Global, Inc.

PROFESSIONAL DEVELOPMENT

Things Look Grim? Every Coin Has Two Sides

 

 will 

with the less-

one and then the 

 

❑

Before the current 
recession, almost 
nothing was 
on sale. Today, 
bargains abound!
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TAXES

IRS Suggests Ways to Avoid Problems at Tax Time

1. Organize Tax Records.

2. Don’t Procrastinate.

3. Visit the IRS Online.

4. Take Advantage of Free Tax Assistance.  

 

5. Use IRS Taxpayer Assistance Centers and Volunteer 
Programs.

6.  Use Electronic Refund Options.

 

is Where’s My Refund?

7.  File Electronically.

8. Double-Check Math and Data Entries.

9. Don’t Panic If Immediate Payment Is Not an Option. 

also have various options 

10. Request an Extension of Time to File.

Help for small businesses, 
corporations, and 
partnerships preparing 
business returns is 
available at the Business 
and Specialty Tax Line, 
1-800-829-4933.

continued on next page    
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Stay on Top of Your Receivables!

Step 1. Remove All Doubt.

 

Step 2. Manage Expectations.

 them what is 

 

 

Step 3. Study Your A/R  
Aging at Least Once a Week.

remain unpaid, it’s time to implement 

Dear Cheryl,

This is a friendly reminder that our 
records show that invoice number 2212 
for $300 is due in just five days  
(March 30) and remains unpaid.  
To ensure that you’re aware of it, I’ve 
enclosed a copy.

As always, we appreciate your business.

Please call us if you have any 
questions or concerns.

Regards,
Jack Benson

Office Manager

Step 4. Be Objective. Be a 
Gentleman (or a Lady), but Deal 
with Reality.

 people 

  ❑

TAXES

❑

The IRS provided the content for this article.

IRS Suggests Ways to Avoid Problems at Tax Time, continued from previous page
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potential

 

 

awareness

Public Relations (PR) Firm vs. Creative Agency
 

 

Working with Creative Agencies and PR Firms

Engaging a Creative Agency or PR Firm
 

Is It Wrong to Pursue Publicity? Is It an Ego Thing?

 

Note: Ryan Rex of Rex PR provided his expertise for this article.  
You can reach him at www.RexPR.com.  ❑

* At a very basic level, your website does not have to be extensive, just very sharp-
looking and provide what you do, what you stand for, how to contact you and maybe 
some testimonials.

Take Your Business to the Next Level
(A Talented Creative Agency and a Good PR Firm May Be All You Need)

Is the impression 
people have of 
you one that will 
serve you well?

Don’t let fear of what 
people might think 
dissuade you from 
using the media as 
a powerful tool for 
creating awareness.
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Bankruptcy Law: Created to Benefit Us All

 

Chapters 11, 12 and 13 involve 

to allow him, her or it to attempt 

appointed to supervise the assets 

 

 

 

 
❑

If you think you may 
be facing bankruptcy 
or could become 
“unable to keep the 
doors open,” you need 
to talk to your banker, 
accountant, legal 
advisor and, if you  
have one, an 
experienced and trusted 
“business expert.”

Bankruptcy law 
provides a valuable 
service to debtors, 
creditors, business 
owners, and our 
greater society.
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INVESTMENT/RETIREMENT PROFESSIONAL DEVELOPMENT

Look Around: You’re 
a Bigger Fish Now

 

❑

Now’s the Time to  
Convert Your Retirement 

Account to a Roth!

Convert Current Retirement Accounts to a Roth
 

 

 

 
❑

So now might be a 
great time for you 
and me to get the 
help we need.
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TAXES

It’s Time to Lower Your  
Property Taxes

 

❑

Property values 
have fallen. Check 
the assessed value 
on your properties 
to see if you can 
get it reduced.
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BOOK REVIEW

Re-imagine!
By Tom Peters
Reviewed by David Perkins

Re-imagine!
Re-imagine! 

In Search of Excellence 

Re-imagine!

Re-imagine!

Re-imagine!

Re-imagine! 

❑

Tom Peters 
passionately 
explains that 
“in this age of 
disruption,” the 
conventional will 
surely die.

Today’s economy 
is about intangible 
assets. It’s about 
ideas, creativity, 
innovation, speed, 
focus, branding, 
image, etc.
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PROFESSIONAL DEVELOPMENT

Is Poor Email Etiquette Eroding Your Credibility?

Tips for Better Email Communications:

 
 

 

 

 
 

Tips for Cell Phone Use:

appropriate to talk on the phone 

You can reach Jana Christian at www.oketiquette.com  ❑

“Ooh! I love this ringtone!”
© Mark Anderson, All Rights Reserved www.andertoons.com

People judge your 
character by the 
level of civility 
that you exhibit  
in your dealings 
with them.
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