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THINK LIKE AN ENTREPRENEUR
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Ron Sturgeon and wife, Kathi with their Cavalier King Charles Spaniels,

McKenzie and Madison in the back seat.

eople often wonder why some build

successful businesses while others

fail. Whether the character of an
entrepreneur can be learned or not is un-
certain. What can be done is to study how
the successful ones think — their actions
and decisions. In 30 years, Ron Sturgeon
went from living in a singlewide mobile
home to a S3 million mansion. During
that time, he bought and sold businesses,
brought together investors, partners and
other stakeholders, and compiled lists of
thousands of customers. S1,000,0000ire
Blueprints offers a brief history of his
forays into the world of auto salvage and
a selection of anecdotes demonstrating
the “folksy, down-to-earth” genius of this
man. If you can learn to think as he does,
maybe it'll set you on the path to becom-
ing a millionaire, too.

A BRIEF BIOGRAPHY

Through most of his adult life, \

cars have been the overriding theme
for Ron Sturgeon. He even met his
wite, Kathi, by selling her one.

His long climb to the top of the
auto salvage industry began in high
school, when his father passed away
in 1971. leaving him and his brother
$2,000 each and a 1965 Volkswagen
Bug to share. Sturgeon learned how to
repair it because that was all he had.

In 1973, he took his new skills
and opened a Volkswagen repair shop
called AAA Bug Service with a few
hundred dollars. It was touch-and-go
for a long time. and Sturgeon remem-
bers a day when they were afraid the
electricity would be shut off because
his $40 bill was past due. He looked
up on the wall and realized he had
receipts for cars he had repaired to-
taling $600. At that moment, he de-

A tour of the career decisions and
creative thinking that propelled en-
trepreneur Ron Sturgeon from self-
proclaimed “junkyard dog” to auto
salvage owner extraordinaire.

By Ally Radcliff

cided he wasn’t going to be a bank or
a finance company. He told all of his
customers that from now on. they had
to pay when they picked up the car.
That may have been the turning
point for Sturgeon — when he real-
ized he could make his own rules and
shape his own destiny. From there,
he slowly waded into auto salvage,
buying a few wrecked cars at a time,
then renting and eventually buying an
existing salvage yard. while slowly
growing his inventory. One location
grew to six and by 1998, he realized
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RON STURGEON

that the industry full of mom-and-pop
shops was in for some big changes.

Wanting to stay ahead of the curve,
he decided to revamp his operations. He
rounded up $1 million in a quickly over-
subscribed private stock offering. moved
across the street and bought a bigger
building. He modernized it, grew the
sales force and within three months, Ford
Motor Company — who was trying its
hand at the auto salvage game — came
along and wanted to buy him out.

By that time. Sturgeon’s business
was doing $15 million a year in sales
and had 150 employees. It took them
eight months to do the transaction,
but they finally settled on an undis-
closed price in 1999.

After staying on for awhile to help
Ford make the transition, he decided the
corporate world wasn't for him. so he
left and started an auto salvage consult-
ing business in 2001 (www.
autosalvageconsultant.com). Stur-
geon also started a new salvage auto auc-
tion, taking advantage of a lack of com-
petition in that corner of the market.

Sturgeon capitalized it with his
second oversubscribed private stock of-
fering ($2 million). and shortly after it
opened, sold it to the largest public com-
pany in that sector. His investors made a
good return on their money in both of his
offerings. adding to his credibility and
proving his ability to execute a plan.

Since then. among other things,
he’s been writing books and magazine
articles, and consulting. both to owners

of salvage yards and as an expert trial
witness. Sturgeon also enjoys speak-
ing to entrepreneurs. Using the theme
“Mission Possible.” he tells them, “If
you want it bad enough, you can do
almost anything.”

he could use — so he said yes.They
were supposed to close, the suitor

sure why, but he's very grateful that

in Disqguise

Many entrepreneurs face the early challenges of raising money. Investor
deals often fall through at the last minute, and you wonder what you did to
deserve it.Don't despair — you may be better off in the long run.It even hap-
pened to Ron Sturgeon. He became friends with the local Matco tool man,
and the guy offered to invest $25,000 in exchange for half ownership of the

business. At the time, it was a huge amount of money to Sturgeon — money

drew up the papers and on the day they
backed out. To this day, Sturgeon is not
deal didn't go through.

THE PIECES OF THE PUZZLE

THINK DIFFERENTLY

WORK HARD

Sturgeon’s strategy was to keep
doing the same thing — as he puts it,
“keep shooting the gun.” Don’t lay it
down and go do something else. He
worked long hours, usually 6 a.m. to
7 p.m.., and was always generating
new ideas. One friend told him, *You
throw a hundred things against a wall
every year and only three stick, but
they're real humdingers.” His auto
salvage yard wasn’t officially open
on Sundays. but in those early years,
he and Kathi worked long enough
that day to earn grocery money. Some

weeks it took 30 minutes and some it
took four hours.

REARVIEW VISION

The first real banker Sturgeon

worked with lent him money to buy
a Camaro. One day as he and his wife
were driving down the road. the ex-
haust pipe fell down and began to drag
the road; instead of calling a tow truck.
he just drove home backwards.
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CLEVER LIBRARY CASING

When he finally built his 10.000-
square-foot, $3 million dream home,
he wanted to put in a two-story Eu-
ropean library — the kind sometimes
seen in movies, open to the second
floor in the center with a walkway all
the way around and a wood paneled
ceiling. (It can be seen on www.
millionaireblueprints.com.) Unable
to find any photos to show the contrac-
tor, he asked around and learned of two
places in Europe that had such struc-
tures. Not wanting to draw attention
to himself, he sent a letter to each, ex-
plaining that he was a student writing a
paper on two-story European libraries
and asked if they would send him some
photos. He enclosed a $20 bill to cover
expenses. A month later, he received
pictures back in the mail.

EFFORTLESS ILLUSTRATOR SEARCH

In the process of writing his latest
business book, Green Weenies and Due
Diligence: Insider Business Jargon
(www.greenweenies.com). he needed
an illustrator. He couldn’t find an artist
with the style he sought. so he decided
he wanted Gahan Wilson,
the cartoonist with a ma-
cabre sense of humor
who often worked for
Playboy and The New
Yorker. Wilson. now
74 and retired, couldn’t e e
be found in Sturgeon’s By Sk
quick Internet search, so
he tried Google Expert
(www.googleexpert.com),
where one can ask a ques-
tion and post a reward for
the information. He offered

il SomeHiies Furny
s anndd ¥ ’

L

turgeon requested photos from
nilar structure in his home.

$10 for Wilson's whereabouts and went
home. The next day he received an e-mail
with Wilson’s contact information.

INGENIOUS PROPERTY SELECTION
After living in their dream house
— with stained-glass windows from a
100-year-old church and
doors from a Hungar-
ian embassy — for three
years, Sturgeon and his
wife decided they wanted
something smaller and a
s little less visible. Their
first task was to find a
lot to build on. They put
together a list of require-
ments, went to the town
Web site. and used Geo
Reference (www.geore-
ference.com), to search
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RON STURGEON

for parcels in parts of town they liked.
They made a list of every lot that
was undeveloped and every house that
had a value of less than $80,000. Then
they mailed all of the owners a letter
asking. “Do you want to sell your lot?”
Out of 250 letters, they received 25
responses, so they had a beauty con-
test. They drove around and narrowed
it down to six or eight choices. Then,
rather than making an emotional deci-
sion, they made a financial one. They
rated the properties according to cer-
tain characteristics and decided to make
one offer at a time, so if one declined,
they'd just extend an offer to the next
one. The first one accepted their offer.

GAINFUL GIFTS

The land they purchased to build
on already had a small house on it, so
instead of knocking it down, they do-
nated it to Habitat for Humanity and
received a big tax deduction. How do
you donate a house? Instead of auto
salvage, it’s house salvage. A crew
goes in and strips away everything
that’s useful, like appliances, windows
and fixtures. It can save the charity ap-
proximately $30,000 to $40,000 on the
cost of building a new house.

IGNORE THE NO

ACCURATE ACTION

In 1990, in the midst of his strat-
egy to sell luxury-car parts, Sturgeon
received a letter from Acura saying
he was not allowed to sell the airbags
and other technology-laden parts from
a wrecked 1990 Acura NSX he had
purchased recently for $20,000. He
ignored it, sold the parts anyway and
didn’t hear from the company again,

TRIPLE-A TURNDOWN

In 1994, AAA sued Sturgeon for
using the name AAA Small Car World.
It seemed that AAA was on a nation-
wide hunt to eradicate the use of those
three letters by anyone but itself. Stur-
geon found out that AAA was suing
anyone in Fort Worth, Texas — bail

bondsmen. air conditioning, etc. — ap-
parently using the phone book to com-
pile its list. Everyone else complied. but
Sturgeon told AAA to forget it. To fight
it, he went on a self-educating spree to
learn about intellectual property law.
His main argument was that he had
been using the name for 20 years. so he
had common law rights, and AAA had
never asked him to stop before. They
went back and forth for two years, but
eventually AAA went away, after being
sanctioned and ordered by the judge
not to sue Sturgeon.

MONOPOLY MARAUDER

In 1996, there were two auto-recy-
cling computer systems. It’s a complex
industry with over 100,000 SKUs. ADP
owned one system and an /ne 500 com-
pany owned the second, a system called
Autolnfo. Sturgeon was Autolnfo’s
single largest customer, with 128 termi-
nals, the maximum number of terminals
anyone could operate at one time.

Without notice, ADP bought Au-
tolnfo and said it would no longer be
producing or supporting Autolnfo.
Sturgeon thought it was unfair because
it created a monopoly. He read up on
monopoly laws and secretly mailed
4,000 four-page brochures to auto sal-
vage yards all over the United States.
The brochure outlined why it was bad
for everyone, and on the back was a
cutout coupon saying, “If you think
this is wrong, send it to the FTC.”

The FTC got 127 coupons. 50 it
opened an investigation. The laws said
one company couldn’t buy another if
it created a monopoly. In the course
of the investigation. the FTC found

notes saying the sale would create a
monopoly. so the agency forced ADP
to sell AutoInfo. Purportedly, ADP
spent $30 million to buy Autolnfo
and spent $1 million per month fight-
ing the lawsuit. In the end. ADP sold
it for $10 million. though these num-
bers are unconfirmed.

MAKE YOUR OWN PATH

LUXURY LANE

As Sturgeon began to cut his teeth
in the competitive world of auto sal-
vage, he got tired of people bargaining
on price and decided he didn’t want to
haggle. He wanted to set his own prices.
He decided to sell the salvage parts no
one else had, so he migrated to late
model luxury cars. One of those cars
was the BMW 750: he bought every
wrecked one he could find. It took a
couple of years for people to realize he
was paying $10,000 for a wrecked car
and selling the motor for $15.000. A
new motor at the time cost $40.000.

COMPUTER CAUSEWAY
Afterthecomputersystemtakeover,
Sturgeon realized he had a system that

“I’m very passionate about business,
and it aggravates people. I am passionate
about people that screw up business.
It doesn’t need to be screwed up.
There’s no excuse for screwing it up.”

Ron Sturgeon
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wasn't advancing. He couldn’t afford
to wait for the outcome of the investi-
gation, so he formed a limited partner-
ship with several other auto wreckers to
develop a better computer system. Word
spread, and over the next 18 months, he
solicited and got 320 other auto wreck-
ers to put $12.000 apiece into a pot for
the development of a new system. They
issued an RFP (Request for Proposal)
and interviewed tech companies. The
result of that endeavor was the creation
of a system called Pinnacle that is still
state-of-the-art today.

TAKE OWNERSHIP

EARLY ENDEAVORS

From the very beginning, Sturgeon
seemed undeterred by the responsibil-
ity of business ownership. Early on,
before his auto salvage business took
off, he was approached by the owner of |
the mobile home park in the lot behind
his VW repair shop. The owner wanted
someone young to take over and
manage the 82 trailers. Self-employed
and unable to obtain bank financing.
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Sturgeon used one of his recurring
strategies — owner financing. He put

$10.000 down on the purchase price of

$250.000 and proceeded to manage it
for the following year.

The next winter, one of the tenants
reported a gas leak. The gas company
arrived to find and fix the leak. turning
off the gas during the repair. As soon
as workers fixed one leak, they'd find
another. Ten days went by with the gas
still turned off in the middle of winter.
The final assessment was that the whole
line would have to be replaced.

Sturgeon called the original owner
and had him take the park back. While
this particular venture failed, it demon-
strates his fearlessness to take owner-
ship and the fact that failure can teach
important lessons. In order to succeed,
one must know what not to do. In this
case, increased scrutiny of the real estate
might have prevented the purchase, a
mistake he would not make again.

SALVAGE YARD SOLUTIONS

Asthings progressed, Sturgeon began
attending the auto auction for parts, and
in the process, accumulated 38 wrecked
cars. The city told him his lot was not
zoned properly for that type of business,
so he rented a quarter of an acre from a
wrecking yard in a nearby town. He fi-
nanced a portable building for $1.600 to
serve as the office, and he and his brother
ran the wrecking yard, bringing in about

$800 every week selling parts.

Four months into it. the owner of
the yard decided to leave the business
and sold his cars to Sturgeon for $100
cach, and leased him the whole lot —
a total of about two acres. Now Stur-
geon had 80 cars and his wrecking yard
began in earnest.

ACQUISITION ACUMEN

By 1998, his wrecking yard grew
to six locations across Texas, with
annual sales of $15 million and about
150 employees. To achieve that growth,
Sturgeon once again took ownership
by buying out four existing yards and
building the sixth.

Word got around about his success,
and owners looking to sell would come
to him. One of those was a company
called UrCarCo, which started in used
car financing and then decided to pay
its way into auto salvage by spending a
million dollars building a yard. It turned
out to be a disaster, so when the compa-
ny wanted to get out, it called Sturgeon.

Not in a hurry or wanting to pay
top dollar, he played it cool as UrCar-
Co approached him three times over
a year. He finally said the company
would have to owner-finance the deal
and he’d give only a $50,000 down
payment. The total purchase price for
the business and the inventory was
$300,000, and then he bought the land
at cost for another $300.000.
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RON STURGEON

TAKE-BACK TALENT

In July 2003, after four years of
trying to make the auto salvage busi-
ness work, Ford decided it wanted out.
The business just wasn’t a good fit. The
executives brought in to run it didn’t un-
derstand the system of the very hands-on
business mostly run by mom-and-pops.
Once again. Sturgeon was unafraid to
take control. He worked with three part-
ners and bought the subsidiary back from
Ford. taking 26 locations across 16 states,
along with almost 1.000 employees.

MINDING MONEY MATTERS

LUCRATIVE LOANS

When he opened his first wrecking
yard, Sturgeon needed money to buy
out the previous owner. Banks were
out of the question with his brief credit
history, so he borrowed $20,000 each
from his lawyer and his accountant. In
return, he agreed to give them each two
percent of his gross sales for six years
and then return the original $20,000 at
the end of the six-year period.

In the beginning, the payments were
$200 per month, on sales of $10,000.
They suspected he would grow, but not
by much. By year three, he was send-
ing them each $2.000 a month. and by
the middle of that year, the payments to
each already totaled $60.000. He asked
if he could pay them back the $20,000
early and be released from the contract.
They both graciously agreed.

COLLECTING CUSTOMERS

When Sturgeon entered the auto
salvage industry, the customers came
to the dealer, not the other way around.
True to form, Sturgeon ignored the tra-
ditional rules.

He started a direct-mail campaign
to collision shops across the country.
He took pictures of eye-catching and
crazy stuff and created posters. The
idea was to get the interest of whoev-
er opened the poster right away so it
didn’t end up in the trash. He added a
calendar and funny sayings across the
bottom to give it some residual value

and a reason to hang it on the wall.

Sturgeon mailed out one million
posters each year. Then as the orders
came in, he kept track of the phone
calls by area code, which let him see
sales by area code. From those num-
bers. he knew which customers bought
which parts and reconciled that infor-
mation with how much money he had
spent on advertising in that area. Once
he determined which ZIP codes were
most effective. he focused his mailings
on those areas.

PUBLICITY POTENTIAL

Over the years, Sturgeon issued
press releases whenever anything of
note happened involving his salvage
yard, for example, when someone won
big in one of his many contests. He saw
it as an inexpensive way to get cover-
age for his business, and for every re-
lease he sent out. a copy went to his
bankers, helping to strengthen those
ties for when they were needed.

One of his more famous contests
gave away a car a day for 30 days.
They weren’t great cars — costing
about $100 each — but as Sturgeon
said, “they ran and would get you
from one place to another.” He lined
up all the cars, numbered them with
shoe polish and sent press releases to
the newspapers. He held registration
open for several days while people
came by to check out the cars and reg-
ister for the one they wanted. Then he
held a drawing, giving away one each
day. He got lots of press coverage for
his Free-Car-A-Day promotion, and
the less-than-perfect condition of the
cars actually bolstered the coverage.

MERRY MARKETING

Every year at Christmas, Sturgeon
set up a wrecked-car scene decorat-
ed with lights in front of his salvage
yard. The scene was a car crashed into
a sleigh. with a huge sign that said,
“Don’t drink and drive — you never
know who you'll run into.” It became
an annual attraction, with people
coming from all over town to see it.

RECENT NEWS

Remember that chain of salvage yards
Sturgeon bought back from Ford? His
partnership recently sold it — accord-
ing to public documents filed with the
SEC — for a cool $23 million. Not

bad for a junkyard dog.

BUSINESS CARD BULLION

In the early days, Sturgeon didn’t
give out business cards. He had gold
coins made up worth $10 at his sal-
vage yard. When he met people. he’'d
give them a coin. They hung onto them
because they were different and they
could bring them in to redeem them.

ENTERTAINING EQUITY

Part of Sturgeon’s salvage yard
was a “you-pull-it” yard — meaning
you pull the parts out yourself — filled
mostly with older domestic cars. Once
he’d sold off most of the parts and was
ready to crush the cars, he’d have an
“all-you-can-carry-for-$20" day. which
was pure profit.

The event sometimes attracted as
many as 3.000 people. and the rules
were that you weren’t allowed to bring
inany tools and you could take anything
you could carry yourself. The starting
line and finish line were 10 feet apart.
It was a day of true entertainment to
watch a guy get down on all fours, and
have his buddies put a hood on his back
and pile it up with parts. If he managed
to crawl the 10 feet. it was all his. Some
great photos came out of those events,
which made the papers several times.

“There are starters
and runners, and most
people can’t do both. 1

had to learn to do both.”

Ron Sturgeon
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MIDAS TOUCH MARKETING

To prepare for the first “you-pull-
it” sale, Sturgeon spent about $10,000
on marketing, for radio spots and bill-
boards. He knew that people come to a
sale if they know it’s happening. so the
secret is letting them know.

Before they entered, he made
people sign a disclaimer log. relieving
the yard of any responsibility if they
got hurt. Then he’d put their names and
addresses in the computer. Often he’d
do it two weekends in a row, advertis-
ing the second weekend simply by put-
ting postcards in the mail on Monday
morning following the first weekend'’s
sales. The card was good for $5 off.
so the second “you-pull-it”™ only cost
repeat customers $15.

After several of these sales, he had
it down to a formula. Using the first
hour of sales as the guideline, he was
able to determine how much he’d sell
that weekend, because the second day
was always half of the first day, and the
sales would go down each hour as the
day wore on.

Over time, Sturgeon developed
a list of over 10,000 people who had
come to the sales, so eventually he !
didn’t have to do any advertising other ‘
than mailing out postcards. M
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