


Scott Livingston, president and CEO of
Horst Engineering in East Hartford, Conn.
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Growing by
Association

Lloyd Graff Interviews Scott Livingston

In 1995, at the age of 22, Scott Livingston began as a manager at Horst Engineering, which was started

by his grandfather. Since then he has helped build it into a successful job shop, acquired new companies

and expanded into the medical sector. Horst Engineering now has average sales of $10 million and hit

$13 million in 2008.

Have you been at Horst your entire business career?
SL: Yes, I graduated high school in 1990, spent five
years in college between various schools and ended up
finishing in 1995. I started at Horst full-time the Mon-
day after I graduated.

Did you work at the plant as a kid?

SL: My first timecard was in 1988, and I did all the usual
stuff. I drove the truck, did a lot of packaging, shipping
and receiving and worked a little bit in the shop.

What attracted you to the business?

SL: I went to Boston University for Economics and
Journalism on an Army ROTC scholarship and had been
slotted for Airborne School. At a full day physical I came
out with a notice saying I failed because of my eyesight.
It was really disappointing after completing a year in the
program and having a scholarship. I stopped school and
had an important conversation with my father just days
before I was supposed to go back for my junior year. I
said school wasn’t right for me and I needed a change of
course. We agreed I wouldn’t go back but he said, “Well,
you're not just going to come home and sit around.
You're going to have to get a job.” That’s how I started
working in the Turning Department at Horst. Everyday I
punched the clock—45/50 hours a week of pure manu-
facturing. I got a taste for what it was like. I worked for
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a lead person out there, having nothing to do with my
family. It was at that point I decided I wanted to go into
the business.

What was it like when you first started working along-
side your father and uncle?

SL: It was 1995 and I had received my diploma, so my
father and uncle weren't going to put me back on a lathe.
We were in the midst of acquiring the assets of a small
shop that was also in the thread rolling service business.
We tripled our service business for centerless grinding
and thread rolling over the course of that summer. My
father and uncle decided to put me in charge of that
small operation within the company.

Was thread rolling a specialty that you had as a part of
a larger job shop?
SL: Exactly. We had been doing it since the early 1970s.

We actually incorporated a second company.

Was this a convenient area for you to assume some
leadership?

SL: Idid purchasing, engineering, a little bit of HR,
sales and packed the parts. I did it all, but for a tiny part
of the business. I worked with a small team of folks
and got a real taste for what it was like to be in general
management.
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In Malcolm Gladwell’s new book, The Outliers, he
presents a theory that it takes 10,000 hours of practice
to develop confidence and expertise in a field. Does
this have some validity in your career?

SL: T have a friend whose wife has a PhD in physiology.
He and I always joke that those types of people couldn’t
survive in our environment with all the change, and

we couldn’t focus on one thing like they do. The people
that spend all day in a lab doing one specific thing, yeah,
they’re geniuses. But when you're in business, especially
in a job shop in manufacturing, it’s nonstop.

You've been in the business for 13 years. When did
you decide you wanted to expand it?

SL: On day one. I think about when I was running that
lathe out in the shop in 1992 and things were hard eco-
nomically. We were an aircraft company and my father
was quoting work just to keep the spindles turning. He
brought in a microwave-part job called an Impact. I keep
one of those parts here in my Gerstner toolbox, just to
remind me that I never want to have to scrape the bot-
tom of the barrel like that again. That was a tough job.
There was no money and you had to meet a certain rate.
But I was observing everything and saw that despite the
downturn, we could do something different.

Do you consider yourself a grownup?

SL: Yeah, I've been here 15 years. But in machine shop
years, I've probably aged 45 years. The stuff I've dealt
with, the number of decisions I’ve been able to make,
the opportunities I've had, have been tremendous. I
was thrust into it, grabbed it, and did it. That’s how it’s
shaken out and it’s worked.

How do you acquire new customers?

SL: Historically we only did inside sales and grew
through our reputation in the industry and by contacts
through our existing customers. There wasn't a strong
sales focus before. We have changed that now, and have
acquired customers through direct marketing, more
diligent networking and acquisition.

What do you mean by direct marketing?

SL: We’ve put concerted effort into developing our
image as a full service supplier, primarily through our
Web presence. We've used some keywords in Google and
AdWords, and have coupled that with some PR.

Tell me how your online advertising on Google, etc.
has helped grow your business.

SL: We've just started experimenting with that. We've
developed long-term relationships with major aerospace
OEM customers. To make those types of relationships
work we’ve developed families of parts and multi-year
agreements, so we're not looking to quote every job
that comes across the fax—we want to go deeper with
customers. We’ve gone online mainly to build our
image. What doesn’t work is being in a machine shop
category with 3,000 other shops, whether you did it in
the old days with Thomas Register or you do it now
with Google. When we were developing business in
the medical sector, we gained a foothold by making
an acquisition.

Tell me about your approach to acquisitions. Isn't it a
bit unorthodox for a relatively small company to grow
by acquisition?

SL: There are a lot of challenges in trying to grow that
way. You need to know if your people have the skills
you need to acquire, negotiate and integrate another

business.

Tell me about your recent acquisition. What did

you buy?

SL: In the most recent one we acquired the goodwill,
customer relationships and knowledge base of Crystal
Precision, LLC, but not the physical assets. The former
owners ended up liquidating the physical assets through
auction; we used their relationships and knowledge to
help us diversify.

Isn't it fairly unusual for companies to buy the
goodwill of job shops?

SL: It’s an opportunity. How else can you easily break
into a new market and find new customers? Sometimes
you need an insider. There are a lot of ways you can
break in, but it’s never easy in our business.

How did you find out about the availability of your
recent acquisition?

SL: Through The Young Presidents’ Organization and
contacts I have in my network.

Was the expertise you acquired just in medical?
SL: No, it was in aerospace, industrial and medical.
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Is it really that hard to find new cli- mix very well. We make a lot of aircraft products that are 40 years old or more.

ents out in your neck of the woods? If you prove you can make a product and you develop the right relationships,
SL: Yes, it is. Connecticut is a very you'll make that product time and time again.

high-class state in a very high-class

region and the customers are looking I know you love to exercise. How has that impacted your life?

for lower-cost solutions. It’s also very SL: I needed to put all the energy that I had put into ROTC into something
difficult to convince customers that else, so I started cycling a lot. I stopped running and raced bicycles competi-

you're a reliable source around here.

TURNING MILLING GRINDING WORKHOLDING ROTARY

Another part of your expansion has
been to develop a plant in Mexico.

SL: 'There are rr?ultiple.reason's fo.r HARD I N G E® P REC IS I o N
our investment in Mexico, which is = o R SWI SS TU RNIN G .

a near shore expansion. At the time

we initiated it we needed more space
if we were going to keep the existing

equipment and move to a multi-axis

platform.

Has Mexico been harder, easier or 4

about what you expected?

SL: It’s been harder.

You also have a medical business

you launched independently, which

is adjacent to your plant in East p

Hartford, Conn. :
SL: We renovated a building adjacent <

to our main plant instead of moving to

a larger facility. It was a safer choice.
We dedicated space there for the
service business and moved out of the
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plus hundreds of proven solutions for
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and experience.
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Tool clearance

much more diverse materials, much

Synchronization & part ejection
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more variety and a lot of specifications Small diameter feed

and paperwork. Everything is very well All machine brands
defined and is an approved process.

Medical has a much quicker prototype
and production process with more or phone 800.843.8801 — see us at WESTEC booth 2700.
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tively in my remaining college years. I raced in Europe a
little bit until I met my wife at an ultra marathon event.
I was there to mountain bike the 50 miles and she was
there to run them. Meeting her got me back into run-
ning, now we do all kinds of stuff. The company has

Scott Livingston has a
passion for endurance
sports—especially bike
racing. He comes by

it almost genetically.

His paternal grandfa-
ther left Germany just
before the Nazi's opening [ /

salvo against the Jews on #
Kristallnacht on Novem- g i

ber 9-10, 1938. Before that

he had trained and worked in a German bicycle factory.
Horst Manufacturing sponsors a local bike racing team
and Scott often rides his bicycle to work. The biking has
also morphed into an abiding interest in the environmental
movement as Scott works continually to reduce his and the
company’s carbon footprint.
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been supporting a cycling team since 1997. We've gone
from being 20-year-old kids racing on the weekends to
family men who race in the master’s category. I think ad-
venture sports have given me tremendous strength and
endurance, and I use that every day in the business.
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What We Can Learn

recently had the opportunity to talk to an insider who has

been intimately familiar with the success of McDonald’s
over the last five years, as they have gone from lumbering
giant to innovative master of fast food. They continue to post
amazing numbers despite the worldwide economic retreat.

He says their success has come from many sources—
worldwide expansion, smart supervision of franchises and
company stores—but especially from shrewd acquisitions
aimed at picking up knowledge quickly without the painstak-
ing bureaucratic handwringing that would have plagued them
if they relied on developing everything from within.

“IMcDonald’s] success has come
from shrewd acquisitions aimed at
picking up knowledge quickly.”

He said McDonald’s bought the floundering Boston
Market chain because they wanted their knowledge of the
chicken business. Boston Market had excellent contacts in
the world of chicken which McDonald’s, despite all their heft,
lacked. Boston Market, formerly Boston Chicken, was where
McDonald’s learned the special intricacies of chicken prepa-
ration and chicken procurement, which made a big difference
in developing the Chicken Selects® Premium Breast Strips
and other chicken products that have made the McDonald’s
menu a powerful player against KFC. McDonald’s had expect-
ed beef consumption to wane because of health concerns
about cholesterol and fat. Chicken was their big alternative.
Even though burgers have held up fairly well, chicken has
thrived at McDonald’s.

McDonald’s was looking to expand their breakfast busi-
ness to take on Dunkin’ Donuts. They also had an interest in
Mexican food after seeing the rise of Taco Bell. They picked
up a tiny Denver chain of restaurants called Chipotle Mexican
Grill, to study Mexican food, but especially to develop a
mastery of wraps. McDonald’s ultimately spun off Chipotle
Grill, but not until they used its knowledge to come up with
the fabulously successful Breakfast Burrito.

Breakfast is huge for McDonald’s now. They studied
Dunkin’ Donuts but did not attack them directly. Inadver-
tently, they delivered a body blow to Starbucks with the

improvement of their coffee and breakfast fare.
McDonald’s had attempted to buy Starbucks in
the early 1990s, but Howard Schultz, the builder
of the coffee chain, had no interest in selling.
McDonald’s has now partnered with Green
Mountain Coffee Roasters to bring a premium
coffee product to market, which is whacking
Starbucks, as they are vulnerable to the eco-
nomic slowdown with no viable hot breakfast
menu.

My source says that even though McDonald’s
has highly sophisticated, in-house executive
chefs they are very slow to get products to
market. The acquisitions have provided leapfrog
knowledge which they have absorbed quickly.

What can smallish metalworking companies
learn from a McDonald’s acquisition odyssey?

In hard times a lot of firms are going out
of business. In an interview in this month'’s
magazine Scott Livingston of Horst Engineering
talked of his recent acquisition of the goodwill of
a tiny player in the Swiss screw machine medical
products arena. He was making a determined
push into this sector and was looking for an en-
trée to customers, which would save him time in
developing a clientele. For a meager investment
he bought leapfrog knowledge into medical. He
did not need the equipment or the people, he
just wanted an introduction to the clients.

I think acquisition is a neglected area in the job
shop world. Product lines and customer knowl-
edge, as well as access to skilled employees, can
produce a lot of value. One might even find the
secret to the next Breakfast Burrito blockbuster in
the carnage of floundering competition.
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Lloyd Graff
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