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Amalia and I now have three children, Rose, eight, who looks just like Amalia, and is
just as brainy and strong minded, Michael, six, named after my father, and Hector,
three, named after Amalia’s father.

Some interesting things have happened to SEIC in those
twelve years. The biggest one, of course, was the second sale
of the company. The British aerospace company that bought
us from Dr David Hill was trying to raise cash for another
major acquisition, and Dr Phillips and I managed to swing a
deal where they sold SEIC to its employees. So now we all
own it.

About that time Dr Phillips retired, and joined our board as
chairman. I became president and CEO by vote of the
employees. I tried to decline the honor because I am not
technically trained. But Humphries Cochrum made a little
speech in which he said that technical advice was what the science panel was for. So I
accepted. Amalia declined being a corporate officer, or even a director, but still
manages some projects when they interest her. She works from home a lot, but when
she goes in, she takes Hector with her. The company now has a much bigger room for
preschoolers, and employs three nannies and a nurse.

Even though she is not officially a director, the board voted to give her a badge with
three stars. Well earned, I'd say. But then, I may be biased.

An interesting development was the hiring of Amalia’s father, Hector. Shortly after the
wedding, Amalia and I visited her parents in Mendota, and I went with her dad to see
his farm equipment repair shop. Most of the work was fairly traditional repairs, such as
broken axles, broken hitches, transmission repairs, and so forth, but some of it was
work where a farmer had come to Hector with a problem, and Hector had created a
customized machine to solve it. Although his formal education ended at high school,
he was good at original design and fabrication of equipment to solve agricultural
problems. And he had a sharp business mind.

I arranged for SEIC to buy his business and make him the general manager, staffing
him with two salesmen to go the length of California’s Central Valley, from Bakersfield
to the Oregon border, looking for things that needed to be fixed or improved. If the
problem was too tough for Hector alone, he could count on us in Torrance to throw
talented engineering resources at it and come up with a fix. In quite a few cases, the
same fix could be sold to more than one farmer, so we would have to build a quantity of
them. Jerry loved that work.
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Jerry, by the way, retired three years ago for health reasons. Running the factory now is
a young industrial engineer from Utah. The factory still does a few automotive
conversions. Mary Jo, the pretty blonde lathe operator, abandoned her non-starting
movie career and now schedules work in the shop. She married one of Jerry’s
mechanics. Amalia and I went to her wedding.

The small business in Mendota that we acquired from Amalia’s father we named SEIC
Farm Equipment LLC. It became a template for (currently) thirty-two similar shops in
farming communities from California to Florida, plus five in Canada, all with the same
name and overall management. The president of that company and its core staff of
about twenty are with us in Torrance.

The president? Billy Duwar. Billy, trained as a physicist, is nevertheless the most
creative engineer I have ever known. One of the first big jobs from SEIC Farm
Equipment LLC was routed to his Engineering Laboratory. He got so interested in
solving farm equipment problems that as that operation grew, I gave him the leadership
role. Billy is now looking to put some of his shops in Mexico and Brazil.

There are now six eminent scientists on our Science Advisory Panel, and Dr Humphries
Cochrum is still chairman. Dr Cochrum is a brilliant scientist who was seriously
miscast as a director of an engineering organization. The panel has been of huge and
quantitatively demonstrable benefit to the company. They have kept the engineering
staff from pursuing infeasible dead ends; they have helped us navigate new and
difficult technologies, and they have helped us position ourselves to profitably enter
new technology areas just beginning to develop.

Chuck Waverly managed to get his PhD in physics. Boston College declined to create
just for him a joint PhD in physics and psychology. That, they apparently felt, was a bit
over the top. But eventually they granted him a separate psychology PhD. We now call
him “Double Doc.”

You read earlier in this narrative of his early efforts with the Truth Detector. From a
slow start, we have had great success with that machine. We still are not positive that it
is 100% error free, but the very few errors which may have occurred could easily be
attributed to operator error. We have produced and sold over 6,000 of them, which has
made Chuck Waverly a moderately rich man. A court in Florida has accepted its results
in a felony criminal trial, and it looks like that acceptance will slowly spread. Courts are
big on following precedents.

Interestingly, the Truth Detector was our first serious attempt to pursue the advice in
chapter 10 of “Bid to Win!” That chapter advocates a serious and seemingly radical
approach to minimizing the cost of new hardware. Readers will recall that an
evolutionary design approach is described, with strong emphasis on value engineering
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and design for manufacture. An engineer whose opinions I mostly respect disparaged
the advice in that chapter, which made me a bit skeptical of it. But I gradually came to
accept it lock, stock and barrel, and began to push our engineers to think that way.
What convinced me was reports of what is happening in Asia. In several Asian
countries they are building cheap but functional and useful hardware, that even the
poor can afford. They are building the world’s cheapest car in India, for example. A lot
of poor families will benefit from that. Of course, the low labor rates in Asia help, but
there is a lot more going on in Asia than just low labor rates. There is a creative
revolution going on over there.

For a long time Americans have bemoaned the displacement of factory jobs to Asia, but
have taken comfort in the notion that the sophisticated stuff will stay here because of
our technical sophistication. That is beginning to change, and the change is
accelerating. The Asians come here to learn the sophisticated stuff, then they go home
and do it. A lot of very sophisticated companies that we think of as American
companies are really more Asian than American. IBM for example. They have more
employees in Asia than in America.

After our very successful testing of the Truth Detector in Torrance, and some parallel
testing at the Georgia Institute of Technology, arranged by Dr Phillips, we took a hard
look at Chuck’s prototype, and a second prototype we built and sent to Georgia. Both
had actually been designed in accordance with chapter 10 of “Bid to Win!” It was more
accidental than intentional. It was forced on Chuck because he had to build the first
prototype out of own funds, which were very limited. The second prototype was pretty
much a copy of the first one because we had to move quickly to get it to Georgia Tech.

When we decided to market it, we thought that the prototypes were pretty crude and
needed some fixing up. By the time our designers got through doing that, our
manufacturing costs were about $10K a copy, versus more like $2.5K for the prototypes.
No way, I decreed. This machine has to be affordable to a small town police
department. So we scrapped the initial design and started over with a new design
group that had been thoroughly briefed on chapter 10 in our Training Ultility.

The machine we are selling today sells for $5.95K. We have no brokers or middlemen.
We ship it straight out of Jerry’s factory.

Chuck still works with us. His current interest is cognitive psychology. He has been
working with Dr Sam on ways and means to make our Training Utility more effective.
For example, given that a member of our technical staff has a few days when he or she
has no project assignment, and has reported as required by company policy to the
Training Utility. How can we maximize the amount of useful learning that can be
crammed into that person’s brain in the time available, which may be less than a week?
It's a many faceted problem, but we all think they are near a breakthrough.
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Dr Sam, by the way, married our then and now legal eagle, Dick Contra. One of my
fantasies in the old days was that if Amalia rejected me, Dr Sam might be interested. I
tell Amalia (almost) everything, so she knows I had a crush on Dr Sam. We both went
to their wedding, so end of crush. Amalia, on the other hand, says she never had a
crush on anybody before she met me. In all other respects, Amalia is absolutely honest.

We did win a major contract from the airline association on the theft problem. We have
installed the system at over 200 airports worldwide.

Leon got a few consulting sessions based on our advertising campaign related to
composites fabrication. On the strength of that success Leon is now chief engineer for a
competitor. We were sorry to lose him.

In addition to the initial $200K job from Gensler Motors, we got another job from them.
They decided it would be a good idea to go a bit further than just building one all
composite body. We wound up building 196 of them. Gensler used them in a special
police version of their car. We had a dozen people from Gensler in Jerry’s shop
throughout that whole exercise. They, and we, learned a lot. They took their
knowledge back to Detroit with them and we acquired a couple of very bright
automotive engineers who decided to come to work for us.

You may be interested to know that after three fun-filled years in the south of France,
and in Spain, Italy, and Greece, Dr David Hill divorced his wife, gave her the catamaran
and a generous cash settlement, and took a job as president of a company in San Diego
that sells electronic components. He is now on the board of directors of SEIC, owns
about 5% of the shares, and has thanked me for everything I've done with the company.
I really didn’t need his input to feel vindicated, but it didn’t hurt.
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Epilogue

When I had my parachuting accident and had to drop out of the Air Force Academy, I
spent several months recovering from major surgeries and doing physical therapy.
Being of a curious nature, I did a lot of reading in that time. I read a lot of history,
which informed my decision to make history my major in college when I eventually got
back home. I also read a lot of business oriented books. I became especially interested
in the considerable fraction of the world’s businesses that live or die by bidding for
technology and other complex contracts. Although I can’t do technology much beyond
turning on my laptop and using it, or sending an e-mail, technology does fascinate me,
especially to the extent that it makes life better for people.

Getting out of college at the time I did, the aerospace industry was near its peak in
Southern California, and jobs were plentiful. I found it easy to pursue my interests in
negotiations and sales in the technology arena. Most aerospace industry sales at the
time were either to the military, NASA, a few other government agencies, or to airlines.
By the time I went to work for SEIC, that had gradually begun to change. Gradually,
civilian electronics began to overtake and eventually to lead the way for military
electronics. That change was slower in the non-electronics hardware world, but visible.
We had, for example, private companies challenging NASA for dominance in space.

At the present time, SEIC business is about 40% for DoD or NASA, and about 60%
commercial. We want to further reduce the government component. We are strong in
aerospace, but also in agricultural equipment, hardware for ships, hardware for the
railroads, and hardware for food processing operations of all kinds. We also have a
small but growing business in medical devices and equipment.

At SEIC, placed as I was in a decision making position, I reviewed all that I knew or
thought I knew about how to properly run such a company. Profitably running a
company that often deals with the leading edge of technology and that lives on bidding
for projects is a tricky business, especially when you often have to compete head to
head with bigger, like minded companies. Fortunately for me, Dr David Hill had the
foresight to fill the company will highly competent people at all levels. The only thing
missing was a management philosophy that was as good as our technical capability.

That’s what I tried so hard to provide. Fortunately, Dr Phillips recognized what I was
trying to do and was my mentor and enabler in doing it. My friend and later wife (and
still friend) Amalia was also of great help. She and I spent many hours on my boat and
in my office at work trying to think of ways to make people proud to work at SEIC, to
make it a family friendly company, to reward and honor achievement, and to ward off
serious risks that could damage the company. Oh, and to avoid layoffs.



Page 137 of 137

By the way, on that score our record has been outstanding. We have had to let a few
people go who obviously did not fit in, but it was never because of a shortage of funded
work. Every time we have faced a serious decline in business, our highly motivated
technical staff has come up with a new business to fill the gap. Our instrument for
getting into a new business has mostly been the BDT. We now have three separate
BDTs, competing with each other to see who can bring in the most business.

It’s too bad that at the beginning of this book I had to admit that I and SEIC are
hypothetical. I truly wish that this could be the story of real people and a real company.
Maybe someday a reader will make it so.



