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‘oing well by bing rather nice

Jim Goodnight of SAS is reaping the benefits of treating his employees well

The ritual of handing out free M&Ms every Wednesday began accidentally, when an
assistant collecting supplies accepted a big bag of the chocolate sweets as a substitute from
a local grocer who had run short of change. Yet, recalls Jim Goodnight, the co-founder and
boss of SAS, probably the world’s biggest privately owned software-maker, the M&Ms
have come to symbolize the famously employee-friendly culture that he has cultivated at his
firm — a culture that seems more valuable with each passing day.

Every aspect of life on the large, leafy SAS campus in Cary, North Carolina, is de-
signed to bring the best out of employees by treating them well. Most SAS employees have
their own offices, for example, with the exception of one sales team which wanted to be
open-plan, though Mr. Goodnight does not expect that experiment to last for long. “You are
so much more productive in your own office than when you are being distracted by the
people either side,” he says — a belief formed when he worked in an open office on the
Apollo space project. Offices mean bare walls to fill, so he started to buy art to adorn them;
the SAS campus now boasts 5,000 pieces. It also has plenty of outdoor sculpture.

Mr. Goodnight co-founded SAS (it rhymes with “lass™) in 1976 on the campus of
North Carolina State University, where he was a faculty member, and where he hated hav-
ing to pay every time he wanted a cup of coffee. So on the SAS campus, snacks are free and
the cafés are subsidized. When Google’s human-resources people visited SAS to get ideas
for the Googleplex, they found much worth copying — though the internet giant has gone
one step further with food, which is free to staff. Mr. Goodnight considers that unwise, for

tax reasons: “I keep telling Larry and Sergey you shouldn’t give away food — the IRS will
come in.”

The SAS campus also offers magnificent sports facilities, subsidized child-care and
early schooling, and the jewel in the crown, its own primary health-care centre, free to staff.
The latter is increasingly being studied by other firms as they struggle to contain the growth
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of health-care costs (though few firms have the luxury of a large campus on which to build
such a facility). SAS estimates that this has reduced its health bills by around $2.5m a year,
about one-third of what it would have to pay in the market. It also has a long-term “wellness”
program, supported by two nutritionists and a “lifestyle education” scheme, which is ex-
pected to yield further cost savings. Already, the average SAS worker is off sick for only 2.5
days a year.

The only popular employee benefit that SAS does not offer is a stock-option package,
usually mandatory in the software industry. That is because it is a privately owned company.
It flirted with going public during the dotcom bubble, but decided against the idea—a deci-
sion that Mr. Goodnight does not regret in the slightest. “We don’t have to deal with Sarbanes-
Oxley or minority shareholders suing us every time we turn around, or 25-year-old Wall
Street analysts telling' us how to run our business,” he says enthusiastically. “There are lots
of advantages.”

Not surprisingly, employees tend to stick around, which means SAS has to be careful
whom it recruits and severe in dealing with mistakes: a philosophy that Mr. Goodnight calls
“Hire hard, manage open, fire hard”. The tall Southerner may be soft-spoken, but he is no
softy. The purpose of treating his employees well is to succeed in business. The average rate
of staff turnover at SAS is around 4% a year, compared with around 20% in the software
industry as a whole. A few years ago a business-school professor calculated that this alone
saved SAS $85m a year in recruitment and training costs.

Mr. Goodnight points out that it is not just the benefits that keep people at SAS—*“it’s
the challenge of the work”. SAS is a leader in the field of “business intelligence”, which
helps companies use data to understand their own businesses. It has continually increased its
annual revenue, to around $1.9 billion in 2006, has always been profitable and has never
borrowed a penny. Its success has made Mr. Goodnight, now 64, the richest man in North -
Carolina, with a net worth of around $9 billion. SAS’s products are used to perform analysis
in data-intensive industries such as insurance, health care, banking and retailing. As other
software has become increasingly commoditized, business intelligence has become a hot
field. It has attracted the attention of giants such as SAP and IBM, both of which have
recently acquired business-intelligence firms. (SAP bought Business Objects for $7 billion,
and IBM paid $5 billion for Cognos.)
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Keeping things interesting

SAS has made acquisitions, too, but more cheaply and only to add to its in-house exper-
tise. At the start of this decade Mr. Goodnight adopted a strategy of producing “vertical”
software to solve particular problems across entire industries, such as banking (fraud detec-
tion, money laundering) or retailing (which products to put where, when to restock and with
what). His goal is to remain in the more interesting, higher value-added parts of the software
business — not least, presumably, to prevent his employees from getting bored.

The philanthropic Mr. Goodnight is also interested in working out how to apply comput-
ers in education, through the school he has built next to the campus. “This is the most
technology-savvy generation of children we have ever had, yet when they go to school, they
have to leave this technology behind and watch a teacher at the blackboard,” he says. Not at
the Cary Academy, however, where each pupil has a tablet computer. “They love it — it is
the way ahead,” says Mr. Goodnight, who will no doubt end up adding many of those “savvy”
pupils to his workforce. Provided, that is, that the industry’s big beasts do not get the better
of him. His philosophy of “managing for creativity”, Mr. Goodnight reckons, will keep SAS
in front. But the real test for his approach will come if the going gets tough.

— From The Economist (Nov. 29th, 2007)

I. Key Words and Expressions

hand out & K

be short of 3
symbolize v. %A
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presumably adv. KB, EIHER
philanthropic adj. &%
provided conj. &

get the better of Fagld

II. Background Information

SAS

SAS is one of the largest software companies in the world. SAS (pronounced “sass”),
which once stood for “statistical analysis system”, was created by Jim Goodnight and N.C.
State University colleagues, including John Sall, in the early 1970s to analyze agricultural-re-
search data. After evolving into the world’s leading provider of software and services for
business intelligence, the company dropped “Institute” from its name but kept the name SAS.
With consistent revenue growth and profitability since 1976, SAS has the depth of resources to
sustain excellence in product development and customer support. While many competitors
have merged, changed ownership or simply vanished, privately held SAS has remained focused
. on its primary mission — delivering superior software and enhancing customer relationships.

1) Global reach, local presence

SAS solutions are used at 45,000 sites in 108 countries — including 91 of the top 100
FORTUNE Global 500® companies — to develop more profitable relationships with customers
and suppliers; to enable better decisions; and to move forward with confidence and clarity.
More than 11,000 SAS employees — in more than 50 countries and 400 SAS offices — provide
local support for global implementations.

2) Award-winning customer support

SAS customers receive a full suite of support services at no extra charge, including skilled
telephone technical support and unlimited, around-the-clock online technical support.

Their online customer support center provides always-on ( —# £ £ ) access to a wealth of
technical support, reference information, educational resources and communities. Knowledge-shar-
ing is continuously available through regular seminars, Webcasts and an expansive selection of
training courses.

3) Financial strength

SAS’ record of revenue growth in every year of their existence makes them a stable
business partner; it also enables them to reinvest a substantial percent of revenues in R&D each
year (21 percent in 2007)— twice the industry average. This commitment to innovation is one
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reason why 98 percent of their customers renew their software licenses with SAS every year.

III. Knowledge Points

1. An open office
An open office is an open way to arrange an office environment space.
2. Googleplex

It is the company headquarters for Google, Inc., located at 1600 Amphitheatre Parkway
in Mountain View, Santa Clara County, California, near San Jose. The name Googleplex is a
combination of the words Google and complex, and is a reference to googolplex.

3. 1IRS

The Internal Revenue Service (IRS) is the United States federal government agency that
collects taxes and enforces the internal revenue laws.

4. Employee benefits

Employee benefits and (especially in British English) benefits in kind (also called fringe
benefits, perquisites, perqs or perks) are various non-wage compensations provided to employ-
ees in addition to their normal wages or salaries. Where an employee exchanges (cash) wages
for some other forms of benefit, this is generally referred to as a “salary sacrifice” arrangement.
In most countries, most kinds of employee benefits are taxable to at least some degree. Fringe
benefits can include, but are not limited to: (employer-provided or employer-paid) housing,
group insurance (health, dental, life etc.), disability income protection, retirement benefits,
daycare, tuition reimbursement, sick leave, vacation (paid and non-paid), social security, profit
sharing, funding of education, and other specialized benefits. The purpose of the benefits is to
increase the economic security of employees.

5. Sarbanes-Oxley

The Sarbanes-Oxley Act of 2002 (Pub.L. 107-204, 116 Stat. 745, enacted 2002-07-30),
also known as the Public Company Accounting Reform and Investor Protection Act of 2002
and commonly called SOX or Sarbox, is a United States federal law enacted on July 30, 2002,
in response to a number of major corporate and accounting scandals including those affecting
Enron, Tyco International, Adelphia, Peregrine Systems and WorldCom. These scandals, which
cost investors billions of dollars when the share prices of the affected companies collapsed,
shook public confidence in the nation’s securities markets. Named after sponsors Senator Paul
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Sarbanes (D-MD) and Representative Michael G. Oxley (R-OH), the Act was approved by the
House by a vote of 423-3 and by the Senate 99-0. President George W. Bush signed it into law,
stating it included “the most far-reaching reforms of American business practices since the
time of Franklin D. Roosevelt”. The legislation establishes new or enhanced standards for all
U.S. public company boards, management, and public accounting firms.

6. Shareholder

A shareholder or stockholder is an individual or company (including a corporation) that
legally owns one or more shares of stock in a joint stock company. A company’s shareholders
collectively own that company. Thus, such companies strive to enhance shareholder value. Stock-
holders are granted special privileges depending on the class of stock, including the right to vote
(usually one vote per share owned, but sometimes this is not the case) on matters such as elec-
tions to the board of directors, the right to propose shareholder resolutions, the n'ghtr to share in
distributions of the company’s income, the right to purchase new shares issued by the company,
and the right to a company’s assets during a liquidation of the company. However, stockholder’s
rights to a company’s assets are subordinate to the rights of the company’s creditors. This means
that stockholders typically receive nothing if a company is liquidated after bankruptcy (if the
company had had enough to pay its creditors, it would not have entered bankruptcy), although a
stock may have value after a bankruptcy if there is the possibility that the debts of the company
will be restructured. Stockholders or shareholders are considered by some to be a partial subset of
stakeholders, which may include anyone who has a direct or indirect equity interest in the busi-
ness entity or someone with even a non-pecuniary interest in a non-profit organization. Thus it
might be common to call volunteer contributors to an association stakeholders, even though they
are not shareholders. Shareholders play an important role in raising finance of any organizations.
So these figures pose a great opportunity for all those who are looking for a lucrative option to
invest money. All good organizations provide all necessary proofs to shareholders that they are
investing at a right place. Fair and reliable audit figures from income statement and balance sheet
enhances chances to make shareholders believe in overall performance.

7. Wall Street

Wall Street is a street in lower Manhattan, New York City, USA. It runs east from Broad-
way to South Street on the East River, through the historical center of the Financial District.
Wall Street was the first permanent home of the New York Stock Exchange, over time Wall
Street became the name of the surrounding geographic neighborhood. Wall Street is also short-
hand (or a metonym) for “influential financial interests” in the U.S. as well as for the financial
industry in the New York City area. Several major U.S. stock and other exchanges remain
8



<7/L0/ 8%4710@/ &% %ﬂdlf/b? f;&’r‘ gwmm o {/LQ/ d“am,agxmwnl Of :LBL‘AA‘/I'LQ'ML

headquartered on Wall Street and in the Financial District, including the NYSE, NASDAQ,
AMEX, NYMEX, and NYBOT. Many New York-based financial firms are no longer headquar-
tered on Wall Street, but are in midtown Manhattan, the outer boroughs of the city, Long Island,
Westchester County, Fairfield County, Connecticut, or New Jersey.

8. Business intelligence

-

The term business intelligence (BI) refers to technologies, applications and practices for
the collection, integration, analysis, and presentation of business information and also some-
times to the information itself. The purpose of business intelligence is to support better business
decision making. It dates to 1958. J. Power explains in “A Brief History of Decision Support
Systems (DSS)”, BI describes a set of concepts and methods to improve business decision
making by using fact-based support systems. BI is sometimes used interchangeably with brief-
ing books, report and query tools and executive information systems. Business Intelligence
systems are data-driven DSS. BI systems provide historical, current, and predictive views of
business operations, most often using data that has been gathered into a data warehouse or a
data mart and occasionally working from operational data. Software elements support the use
of this information by assisting in the extraction, analysis, and reporting of information. Appli-
cations tackle sales, production, financial, and many other sources of business data for pur-
poses that include, notably, business performance management. Information may be gathered
on comparable companies to produce benchmarks.

9. SAP

SAP is the world’s second largest business software company and the third-largest
independent software provider in terms of revenues. It operates in three geographic regions
—EMEA, which represents Europe, Middle East and Africa; the Americas (SAP America,
headquartered in Newtown Square, Pennsylvania), which represernts both North America
and Latin America; and Asia Pacific Japan (APJ), which represents Japan, Australia and parts
of Asia. In addition, SAP operates a network of 115 subsidiaries, and has R&D facilities
around the globe in Germany, North America, Canada, China, Hungary, India, Israel and
Bulgaria. SAP focuses on six industry sectors: process industries, discrete industries, con-
sumer industries, service industries, financial services, and public services. It offers more
than 25 industry solution portfolios for large enterprises and more than 550 micro-vertical
solutions for midsize companies and small businesses. The acronym was later changed to
stand for Systeme, Anwendungen und Produkte in der Datenverarbeitung (“Systems, Appli-
cations and Products in Data Processing™).



10. Business Objects

Business Objects is a French enterprise software company, specializing in business intel-
ligence (BI). It is now part of SAP AG. The company claims more than 42,000 customers
worldwide. Their flagship product is Business Objects XI, with components that provide per-
formance management, planning, reporting, query and analysis, and enterprise information
management. Like many enterprise software companies, Business Objects also offers consult-
ing and education services to help customers deploy their business intelligence projects. On
Oct. 7, 2007, SAP AG announced that it will acquire Business Objects for $6.8B. This is seen
as part of a growing consolidation trend in the business software industry. IBM has announced
it will acquire Cognos and earlier this year Hyperion was acquired by Oracle. Business Objects
had two headquarters in San Jose, California, and Paris, France despite the fact that the biggest
office was in Vancouver, BC. The company’s stock is traded on both the NASDAQ and Euronext
Paris (BOB) stock exchanges. Its founder is Bernard Liautaud. The company is now under the
flag of SAP AG and, as of January 22nd 2008, the corporation was fully operated by SAP.

11, IBM

International Business Machines Corporation, abbreviated IBM and nicknamed “Big Blue”,
NYSE: IBM, is a multinational computer technology and consulting corporation headquartered
in Armonk, New York, USA. The company is one of the few information technology compa-
nies with a continuous history dating back to the 19th century. IBM manufactures and sells
computer hardware and software, and offers infrastructure services, hosting services, and
consulting services in areas ranging from mainframe computers to nanotechnology. IBM has
been known through most of its recent history as the world’s largest computer company; with
over 388,000 employees worldwide, IBM is the largest information technology employer in the
world. Despite falling behind Hewlett-Packard in total revenue since 2006, it remains the most
profitable. IBM holds more pate_:nts than any other U.S. based technology company. It has
engineers and consultants in over 170 countries and IBM Research has eight laboratories world-
wide. IBM employees have earned three Nobel Prizes, four Turing Awards, five National Med-
als of Technology, and five Na_tional Medals of Science. As a chip maker, IBM has been among
the Worldwide Top 20 Semiconductor Sales Leaders in past years, and in 2007 IBM ranked
second in the list of largest software companies in the world.

12. Cognos

Cognos (formerly Cognos Incorporated) is an Ottawa, Ontario based company which
makes business intelligence (BI) and performance management software. Founded in 1969,
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