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Is a programmatic acquisition strategy easier in a dealer network?
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Stotz Equipment, a multi-generational John Deere dealership, has been operating since 1947.
In the A case, some details have been fictionalized and omitted for pedagogical purposes. In the
B case, we point out some of these changes to illustrate the true scale and magnitude of Stotz
Equipment. We also highlight the measures that CEO Tom Rosztoczy took to address the Utah
and Idaho acquisitions gone wrong and the importance of process, people, culture, and
communication for Stotz’s successful turnaround.

Setting the record straight

First, the Utah and Idaho acquisitions did not take place in 2015 but more than a decade earlier,
in 2001. At the time, Stotz Equipment operated at about $55 million annual revenue with their
three stores situated in Arizona. Business was slowly picking up, but Rosztoczy had bigger
ambitions. He concluded that the strategic and financial impetus of an inorganic programmatic
acquisition strategy (PAS) made sense and would help grow the equipment dealership business.
John Deere presented the six-store acquisition opportunity in Utah and Idaho in January 2001,
and by June of that year, all the transactions with the four separate owner groups had been
completed.

This high degree of acquisition activity continued over the next two decades, ensuring
tremendous growth for the Stotz group. Today, Stotz makes more than $450 million in annual
revenue, is highly profitable, employs more than 500 individuals, and operates out of 25 stores
across eight western states (see Exhibit 1).

Second, Stotz did not grace the cover of Farm Equipment magazine in 2012, as outlined in case
A. In reality, Stotz was on the cover in both 2005, with “Making Multi-Stores Manageable,” and
2013, when they were recognized by the magazine as “Equipment Dealer of the Year for North
America.” In 2005, merely four years after the Utah and Idaho acquisitions, Stotz captured
attention for the firm’s ability to manage 13 stores in four states from a remote location. Over
the next eight years, Stotz acquired another ten stores (taking them to a total of 23 in 2013)
without any outside capital.
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Figure 1: Stotz Revenue Growth 1947-2020
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Source: Created by case writers based on company-provided data.

An emphasis on process, people, communication, and culture

The Utah and Idaho acquisitions were a thorn in Rosztoczy’s side. What started out, in theory, as a solid
growth strategy became years of frustration. From 2001 to 2005, Rosztoczy hired and fired three general
managers for the Utah and Idaho acquisitions. Despite their promising resumes, none of the managers
could smoothly transition and integrate the targets into the base business and achieve the economic value
envisioned. In 2006, Rosztoczy appointed a new general manager, Keith Greenwood, to try to weather
the storm. During that year, Rosztoczy and his core team of four also started traveling to Salt Lake City
every Monday to Thursday over a six-month period to ascertain whether the issues experienced in Utah
and Idaho could be addressed and fixed. Greenwood, who is still with Stotz today and now fills the seat
of Chief Operations Officer, recalls how they had to formalize processes:

| was sent to the Salt Lake City store, and when | got there, it was a complete mess. There
were employees who didn’t really care much about the job or the customers. It was a
sinking ship, and it took a long time to assess all the issues and address what had to be
fixed. Initially, my focus was solely on processes. First, we had to define our processes to
make sure they were transferrable. Then we had to streamline administrative and sales
processes, along with financial systems. In theory, what is formalized can be integrated
and then audited. Even though we eventually solved our process issues, it did not
automatically solve our customer satisfaction and profitability issues. It was clear that our
problems exceeded just process challenges—we also had a people problem.

During this time, Rosztoczy established an executive leadership team (ELT) and initiated a company-wide
manager training program. This program was intended to satisfy Stotz’s growth appetite by promoting
talent from within the organization to steer newly acquired stores. Rosztoczy shared his thoughts on
empowering people and communicating through change:

Along with addressing our process issues, we instituted a leadership development
program. We did a lot of people training and tried to build functional teams. Once we had
a functional team, we could build a functional store, and once we gained traction and
improved the process and people issues, we could look at setting and reaching financial
goals.
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It is important to note that you can’t retain everyone in each transition. To make sure we
had the right people in the acquired stores, each employee received a performance
review after 90 days. Changing management and communicating your position is an
essential part of acquisitions. We learned the hard way how important it is to set the tone,
put people at ease, minimize friction, communicate transparently, and manage
expectations.

Rosztoczy was confident that with people who were motivated and followed a shared vision, and
emphasizing the importance of a strong, transferrable company culture, Utah and Idaho’s challenges
could be turned around:

We made an acquisition and returned home without having the culture set. We hired
outside of our own to run it, and that management team did not know the Stotz culture
or how we did things. If the new leadership did not buy into our culture, the Utah and
Idaho businesses would return to their old, unsuccessful ways. We, therefore, had to
infuse new stores with our culture—how we think and do things. It didn’t need to be a
forever commitment, but one person needed to be in that store, leading the charge and
reinforcing the Stotz culture.

Over Stotz’s six-decade existence, we had a strong, entrenched set of family values in the
base business. However, these values were never formally documented, so when we
started our serial acquisition strategy, we had no cultural playbook to implement in the
new target stores. For years, we couldn’t figure out what was amiss in the new stores or
why employees and customers weren’t happy. We erroneously assumed that our culture
was implicit and would just translate across our business. So that had to be fixed. When
we initiated the ELT retreat in 2007, that is where our “Circle of Success” and a new vision
statement were established (see Exhibit 2). The Circle of Success wallet-card is issued to
all employees and reaffirms the steps to attaining success, from the first position of
“people” (“people are number one”) to “process, customer satisfaction, profit growth,
and market share.” Because each item in the circle can be (and is) measured, progress
can be communicated back to the entire company. Another example of our value-driven
culture is that every meeting starts off with a culture review: “What are our core values?”,
“What’s our vision?”, “What makes us different?”, and “Tell me a story about what
happened here recently.” This review shows how we are living up to our core values or
making life easier for our customers.

For a great culture to be established and maintained, it needs to be kept alive and in
everyone’s mind. The Stotz culture is now ever-present at all our brand touchpoints, and
we pay great attention to ensuring we live our values.

By adhering to a combination of formalizing processes, empowering people, communicating clearly, and
instilling the Stotz culture, Rosztoczy had a breakthrough with the once failing Utah and Idaho stores, and
these principles have been applied to Stotz’s acquisitions ever since:

It takes leaders who are excited about the business—there’s got to be a passion for it.
Once we had that in place, the whole situation turned around. But be warned: It does
take patience and perseverance. Change takes time to reach the customer, as they want
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to experience consistency, and that only happens over time. Eventually, our farmers
recognized passion when they saw it for themselves.

Now, when Stotz acquires a new store, they view culture transference as their number one job, with a
250-item to-do list for establishing their culture within the new team. A team of long-standing dealership
employees (with a 2:1 ratio of long-standing employees to new employees) is sent to the new site for the
first two weeks after the acquisition. Rosztoczy also ensures that all employees at a new Stotz store are
assigned a mentor to teach and support them, placing the biggest emphasis on culture.

Rosztoczy further notes that the company has doubled in size every five years since growing to its three-
store model in 1997. He expects that pace to slow a bit but that the company will still double again in
seven to eight years. If that holds true for the next seven years, when he is 61, the business will be doing
$1 billion in annual revenue.

Buy to hold: Tugboat Institute’s “evergreen” principles

In 2016, Rosztoczy happened upon the Tugboat Institute and their 7 Ps. A friend had introduced him to
their philosophy, and it resonated with him. Venture capitalist and founder of the Tugboat Institute Dave
Whorton used the term “evergreen” to describe profitable, market-leading businesses with the “express
goal of remaining private, independent and unsold for a long, long time.”? With the launch of Tugboat,
Whorton released a manifesto containing the seven defining characteristics of an evergreen company (see
Figure 2).

Figure 2: Tugboat Institute’s 7 Ps

Purpose Being passionately driven by a compelling vision and mission

Having the ambition and the resilience to overcome obstacles and keep pursuing the mission
indefinitely into the future

Engaging a workforce of talented associates who excel as a team and are motivated by the mission
People First and the culture, as well as compensation, in the belief that, by taking care of them, they will take
care of the business, customers, suppliers and community

Taking advantage of the ability of closely held private companies to have a longer-term view and
more operating flexibility than public or exit-oriented businesses

Not mistaking profit as the purpose of the business but recognizing it is essential to survival and
Profit independence. Measuring success by the number that provides the most accurate gauge of
customer value delivered

Having the discipline to focus on long-term strategy and grow steadily and consistently each year

Embracing a continuous-improvement process built around taking calculated, capital-efficient risks

Pragmatic Innovation to innovate creatively within the constraints of the business

Source: Tugboat Institute’s Evergreen 7 Ps
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Tugboat’s vision is two-fold. First, evergreen companies go from being underappreciated to being broadly
recognized for what they are—adaptable, well-run, not-for-sale, and made of employers, partners,
suppliers, customers, and community members. Second, the Tugboat Institute is an unrivaled resource
for evergreen CEOs and their businesses, providing a value-aligned support network. The first three Ps—
purpose, perseverance, and people first—define the character of the leaders and team. The last four Ps—
private, profit, paced growth, and pragmatic innovation—reflect the tenets of an evergreen business’s
long-term strategy.

Collaborating with and having access to a business support network of likeminded CEOs struck a chord
with Rosztoczy. Drawing on Tugboat’s wisdom, what truly resonates with Rosztoczy are the qualitative
elements embedded in a long-term strategy that captures purpose and motive. Rosztoczy rejects the
notion that wealth can be the singular motive for an entrepreneur. Instead, he asserts that he is living his
personal purpose through his business by creating jobs and serving customers, employees, and his
community. He would never choose to exit his business and jettison the opportunity to discharge his
purpose:

We have grown partially by making acquisitions, and when we buy something, we do so
with the mindset of owning it forever. You can’t talk about business having purpose and
meaning, driving a mission, and in the same breath talk about exits in five years—those
two concepts can’t rationally coexist. We keep redeploying free cash into the business to
grow and become better and live our purpose. As a long-term entrepreneur, you have the
privilege of playing a valuable role in communities where you have a human and economic
interest.

From the intense heat of the Utah and Idaho crucible, through what Rosztoczy called “blood, sweat and
tears,” came some of Stotz’s proudest moments. It helped inform a pattern on how to pursue all future
acquisitions:

One of our enduring Stotz traits is a deep-seated faith that we can figure things out. Once
we set our minds to it, we know we’ll find a way. Utah was painful, but it set us up to
accelerate our success. The real decision in a situation like that is whether or not to stay
with it and see it through. I'm glad we saw it through.
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Exhibit 1: Stotz Equipment’s areas of operation 2020
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Source: Provided by the company.
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Exhibit 2: Stotz’s core values, vision and ‘Circle of Success’

Source: Provided by the company.
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This case has been developed for pedagogical purposes. The case is not intended to furnish primary data, serve as an
endorsement of the organization in question, or illustrate either effective or ineffective management techniques or strategies.

Copyright 2020 © Yale University. All rights reserved. To order copies of this material or to receive permission to reprint or all
of this document, please contact the Yale SOM Case Study Research Team: email case.access@yale.edu.

Endnotes

! Jeanne Odendaal is a case writer and graduated from Yale SOM with an MBA in 2020.

2 A. J. Wasserstein is the Eugene F. Williams, Jr. Lecturer in the Practice of Management at Yale SOM.

3Bo Burlingham, “How to Build a Company That Will Be Around in 2115 [Editorial],” Inc Magazine, October 2015.
Retrieved from https://www.inc.com/magazine/201510/bo-burlingham/built-to-last-and-last.html
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