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THE DAY THE MONEY RAN OUT Consumed with his busisedichael Gerber awoke one morning
to a financial crisis -- and five years of nightmshrstruggle.
By CHARLES BURCK September 6, 1993 (FORTUNE Magazi

In 1985, everything was coming together for Mich@elber. "We'd been on a fast track. We'd doubled
revenues, sold a bunch of franchises, and werg teagally take off. It was just working so beé&uity."
Gerber was out to build his company, Michael ThoRes., into the McDonald's of small-business
training -- a company that would provide consultexgertise to little guys by the millions.

"Our program was extraordinary, our selling weisamrdinary, our training was extraordinary. Wereve
just full of ourselves."” Until Gerber's partnelied him in one day in December with the news that
company was broke. There seemed to be no explan&erber, who had been preoccupied with
designing the programs, selling, and marketings $agt he didn't have a clue the company was in
trouble.

A five-year nightmare followed. The partner quitdaGerber moved out of his brand-new headquanters i
Petaluma, California. As the word got around, frasees demanded their money back. The local distric
attorney launched an investigation to see if taadhisees had been defrauded. Experts told Gerber t
declare bankruptcy so he could save his persongkepty. Instead, he hung in, selling his home and
borrowing everything he could to pay back the flrasees. "It wasn't a heroic gesture,” says Gedaer'l
just couldn't bear the thought of losing the bussnthat way." Eight months later, he was $2 nnillio

debt. His wife joined him full- time, setting upsacond office to generate direct consulting revenker
more than four years they plowed everything theyinto the company, paying off debt and keeping the
business going.

How did a man offering solutions to all businessiyems lose control of his own enterprise? "It was
case of falling asleep,” says Gerber. "In atiastk, entrepreneurial company, it's easy. Yowrbusy and
consumed by the challenge of the next step. Yok foogreat people and hope you can trust therake t
care of things."

Back up to speed, the fraud investigation longesshopped, Gerber serves nearly 400 clients today -
roughly twice as many as last year -- through GelBusiness Development Corp., using variationshen t
programs he designed for the aborted franchiseatipar These consist of a series of standardized
solutions to business problems, from managememtiieting and selling.

Can standard solutions work for everyone? Withritjet coaching, yes, says Gerber. His 22 service
managers consult by phone, spending an hour aalt adth week going over the client's basic
two-month plan, helping him work through problemsl anake decisions. Every two months the director
of client services joins in an additional "stratgglanning session” to draft the next plan. Gestedvice

to mom-and-pop businesses is plausible -- if ke litbnic, considering his own experience: "Whaiken

the difference are the rudimentary things that riedzk done every day that nobody's doing. Simply
stupid little things, like how somebody answersghene, are what differentiate a business fromrsthe
Especially in businesses that are on the fast tremdody has time to organize anything." For eXafige
says, Federal Express succeeds not with the temiyof its distribution center but because of ladl t

little things its truck drivers do right and followmp. THAT'S the down-to-earth side of Gerber's hess.

Gerber the man loves to exhort people to develeoyepwol visions for their companies, and has predche
his message in two books; one, The E-Myth, wass&dmdler in the mid-Eighties. "The guys and worhen
meet who are truly capable of creating somethirigpexdinary have the magical ability of getting ikxd
about a story, a picture, something not yet coredléthe says. To work in a business, the visiaulsh
inform the life of the person too.

A vision, says Gerber, "is really a story befai®etbld. It's for lack of a story, and the exciththat
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comes of storytelling, that most businesses ard.ddzat story is almost nonexistent in almost every
business." To keep his own visionary impulses eotad with the ground, Gerber added a partner last
year. New chief operating officer Larry Everson, #as formerly a vice president at the Gemini
consulting firm. He brought both capital and orttethe enterprise. "Larry is a very linear thinkeays
Gerber. "Without his very linear process, I'd teezhaos."
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