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I pulled into our company’s 
parking lot at 6:30 am, the 
same time my controller 
arrived. The temperature was 
10 below, and the snow was 
blowing so hard I could see 
only a foot in front of me––awful 
weather that was about to align 
with awful news. “Loren, I 
closed the books last night,” the 
controller told me as I strode 
with him toward the factory. 
“We’ve suffered a huge loss.” 

That was the beginning of a 
nightmare. In the 15 years 
since I had moved my family to 
Iowa for the opportunity to turn 
around a wire harness 
manufacturer, we had been 
making money and growing. 

Because we were doing a 
terrific job serving our 
customers, they kept giving us 
additional business––and we 
never said no. But we had 
grown too fast. We couldn’t hire 
and train folks fast enough. We 
had suddenly spun out of 
control, failing to meet 
commitments we had made to 
our best customers. We were 
taking on water and in danger 
of sinking.  

We sought relief from our bank, 
but the officials there hit the 
panic button. They had seen 
this crisis befall other 
companies, and they knew the 
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result was usually 
catastrophic.  They told us we 
had two choices: Either they 
would proceed to liquidate our 
company, or they would send in 
a consultant (whom we would 
pay for), and perhaps if we 
adhered to the consultant’s 
recommendations we would 
survive.

The consultant journeyed to 
rural Iowa from Chicago. After 
spending a day with me and 
my team, he said, “You’re trying 
to put 10 pounds of rocks in a 
5-pound box.” I certainly agreed 
with that assessment, but 
wanted to know, what now? He 
said, “I’ll go with you to all the 
customers that you’ll have to 
tell you cannot serve their 
needs anymore––that you have 
to downsize.”

I responded, “I get it, and I’ll do 
it myself.”

He said, “Sorry, but I don’t 
believe you. You’ve worked too 
hard to get these customers, 
and you’ll never be able to cut 

those ties on your own, we're 
going with you”

Fortunately, my wife was part of 
the conversation, and she told 
the consultant to get out of my 
way and let me do it. She said 
she’d seen me do harder things 
than that. 
 
That evening my team and I 
identified the core businesses 
we would try to keep and the 
businesses we’d have to let go. 
The next day I began having 
very difficult face-to-face 
conversations with our non-core 
customers, explaining that if my 
company were to survive I 
would have to downsize 
immediately. Although it was 
tough delivering the message 
that we would no longer be able 
to serve their harness needs, I 
was able to suggest a good 
alternative for them with one of 
my competitors, enabling them 
to keep their lines running 
without interruption. 

Within one month of 
implementing our extreme plan, 
we were back to profitability. 
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Within 6 months we were 
caught up with all orders from 
our core customers. 5 years 
after the near-collapse, I sold 
my company for many times its 
value when I bought it.

I was lucky. If we had not taken 
drastic downsize action, we 
would have been out of 
business in a few months. 
Growth is exciting, but it can kill 
you.

Loren Smith can be reached at 
lms@blvcapital.com or 
www.bluevalleycapital.com.
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