Notes

Preface

1. For example, Steven M. Davidoft, “With His Magic Touch, Buffett May Be Ir-
replaceable for Berkshire,” New York Times, May 22, 2013.

2. The exact number of Berkshire’s “direct subsidiaries” depends on how the con-
cept is defined, such as in legal, operational, or functional terms. The appendix presents
a list compiled from public records, showing direct and indirect subsidiaries.

3. Among Berkshire subsidiaries possessing all of the conglomerate’s cultural traits
are Clayton Homes, The Marmon Group, and McLane.

Introduction

1. Many Berkshire shareholders became billionaires or near-billionaires as a result,
including: Warren E. Buffett, David S. (“Sandy”) Gottesman, Homer and Norton Dodge
(early investors), Stewart Horejsi (acquired 4,300 shares in 1980), Charles T. Munger,
Bernard Sarnat (cousin in law of Benjamin Graham); and Walter Scott, Jr.; others be-
came billionaires by other routes, including William H. Gates III. See Richard Teitel-
baum, “Berkshire Billionaire Found With More Shares Than Gates,” Bloomberg News,
Sept. 17, 2013.
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252 INTRODUCTION

2. Many founders or executives of Berkshire subsidiaries became independently
wealthy by building those businesses, including several ranked as Forbes 400 multi-bil-
lionaires. Billionaires or near-billionaires include the following: the late Harold Alfond
of Dexter Shoe; Jim Clayton of Clayton Homes; William Child of R. C. Willey; Doris
Christopher of The Pampered Chef; Barnett Helzberg Jr. of Helzberg’s Diamond Shops;
Lorry I. Lokey of Business Wire; Drayton McLane of McLane Co. Inc.; the late Jay and
Robert Pritzker of The Marmon Group; Richard Santulli of NetJets; the late Al Ueltshci
of FlightSafety; and Stef Wertheimer of ISCAR/IMC.

3. See Jim Clayton & Bill Retherford, First A Dream (ESB Press, 2002), 260.

4. John W. Mooty, telephone interview by the author, October 2, 2013.

5. See Doris Christopher, The Pampered Chef (New York: Doubleday, 2005), 123
(“our salespeople can earn six-figure incomes . . . with almost no capital at risk”).

6. See Michael E. Porter, Competitive Advantage: Creating and Sustaining Business
Performance (New York: Free Press 1998).

7. See “Fitch Downgrades Berkshire Hathaway,” CPI Financial (March 16, 2009).

8. Craig E. Aronoft & John L. Ward, Family Business Values (Basingstoke, UK: Pal-
grave MacMillan 2001, 2011), 14.

9. Lawrence H Kaufman, “Leaders Count: The Story of BNSF Railway” (Texas
Monthly | Texas A&M University Press 2005), 20-21.

10. These figures are widely quoted. See, e.g., Keanon J. Alderson, Understanding
The Family Business (2011), 57.

11. Lawrence H Kaufman, “Leaders Count,” 340 (quoting Grinstein).

12. See Berkshire Hathaway Annual Report, Financial Statements (2013), 28-29
(balance sheet lists market value of equity securities at $115 billion with total assets,
mostly at book value, of $485 billion; income statement indicates total revenue of $182
billion with $15 billion from investments).

13. Jeff Benedict, How to Build a Business Warren Buffett Would Buy: The R. C. Wil-
ley Story (Salt Lake City, Utah: Shadow Mountain 2009), 1.

14. Ibid.

15. Berkshire-BNSF Joint Prospectus and Proxy Statement (December 23, 2009),
35-39.

16. I found an analogy in my own life to the various transactions discussed through-
out this book. I began my career as a high-paid corporate lawyer at the prosperous New
York law firm of Cravath, Swaine & Moore. There I had at least some prospect of making
partner and an excellent chance of becoming partner at some other firm upon leaving
Cravath. Then a different future appeared: a professorship, first at Yeshiva University’s
Cardozo Law School and later at Boston College and George Washington University.

Partner draws at Cravath and other private firms dwarf the pay at GW, BC, or Car-
dozo. But there are compensating values of the professorial position, including tenure
and academic freedom. I traded the higher pay in part for those commitments of per-
manence and autonomy. Sellers of companies to Berkshire make a similar calculation:
taking less in cash or stock while being compensated for that in the commitments of
permanence and autonomy—as well as the other values that Berkshire culture offers.
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Scolds will tell you that comparing cash (salary) payments to such intangibles is
to compare apples and oranges. They will say the values are incommensurate, one mea-
sured in money and the other in a different index altogether. It is not possible, in this
view, simply to assign to the intangibles money value inferred from how much more or
less someone charges or takes when the other values are also being exchanged.

The “price” of autonomy or permanence cannot be easily reduced to monetary
terms. (The difficulty recalls the classic credit card commercials showing a series of
goods and their prices—a movie cost ten dollars, popcorn costs five dollars—with the
punch line, time with family, “priceless”) Certainly translating such intangibles into a
money value is not the same as calculating the present value of an annuity or a cash flow
pattern. But it increases the chances that two sides discussing a business acquisition will
be able to reach agreement.

17. See Dale A. Oesterle, The Law of Mergers & Acquisitions (Eagan, MN: West
Group, 3d ed. 2010) (discussing such an example and related research).

18. See Warren E. Buffett, “The Superinvestors of Graham-and-Doddsville,”
Hermes, The Columbia Business School Magazine (1984). Graham’s books include Se-
curity Analysis (with David Dodd), The Intelligent Investor, and The Interpretation of
Financial Statements. See Lawrence A. Cunningham, How to Think Like Benjamin Gra-
ham and Invest Like Warren Buffett (New York: McGraw Hill, 2001).

1. Origins

1. Among these businesses, which remain active, were Columbia Insurance Com-
pany, Cornhusker Casualty Company, Continental Divide Insurance Company, Cypress
Insurance Company, National Fire & Marine (NFM) Insurance Company of Kansas,
and Redwood Fire & Casualty Insurance Company.

2. Berkshire sold this business in 1981 to Bruce Sagan; this is before the 1985 closing
of the Berkshire textile business that cemented a policy of never selling subsidiaries.

3. Alice Schroeder, The Snowball: Warren Buffett and the Business of Life (New York:
Bantam, 2008), 359 (quoting $209 million).

4. Ibid., 377.

5. Katharine Graham, Personal History (New York: Vintage, 1998), 511-5, 530-7;
Deborah A. DeMott, “Agency Principles and Large Block Shareholders,” Carlozo Law
Review 19 (1997): 321-40.

6. The firm’s name evolved as partnership membership changed, roughly as follows:
Munger, Tolles & Hills (1962-1966); Munger, Tolles, Hills & Rickershauser (1966-1975);
Munger, Tolles & Rickershauser (1975-1986); and Munger, Tolles & Olson (since 1986).

7. Janet Lowe, Damn Right! Behind the Scenes with Berkshire Hathaway Billionaire
Charlie Munger (Hoboken, N.J.: Wiley, 2000), 112-13.

8. Schroeder, The Snowball, 331.

9. Ibid., 318, 319.

10. Ibid., 344—45.
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11. Ibid., 345; Lowe, Damn Right!, 126-27.

12. The historical facts concerning See’s may be found in International Directory of
Company Histories, vol. 30 (Detroit, Mich.: St. James, 2000) (hereafter cited as IDCH,
See’s); the See’s company website, www.sees.com; and Margaret Moos Pick, Sees Old
Time Candies (San Francisco: Chronicle, 2005).

13. Schroeder, The Snowball, 345.

14. William N. Thorndike Jr., The Outsiders: Eight Unconventional CEOs and Their
Radically Rational Blueprint for Success (Boston: Harvard Business Review, 2012), 174.

15. Berkshire Hathaway, Inc., 1991 Annual Report, February 28, 1992, chairman’s
letter:

The nominal price that the sellers were asking—calculated on the 100 percent
ownership we ultimately attained—was $40 million. But the company had
$10 million of excess cash, and therefore the true offering price was $30 million.
Charlie and I, not yet fully appreciative of the value of an economic fran-
chise, looked at the company’s mere $7 million of tangible net worth and said
$25 million was as high as we would go (and we meant it). Fortunately, the
sellers accepted our offer.

16. IDCH, Se¢’s.

17. David Kass, comment on Warren Buffett, “Warren Buffett’s Meeting with Uni-
versity of Maryland MBA Students—November 15, 2013,” Dr. David Kass: Commentary
on Warren Buffett and Berkshire Hathaway, December 8, 2013, http://blogs.rhsmith.
umd.edu/davidkass/2013/12.

18. In the Matter of Blue Chip Stamps et al., SEC File No. HO-784.

19. Schroeder, The Snowball, 408, note 23.

20. Ibid., 410.

21. Complaint, Securities and Exchange Commission v. Blue Chip Stamps, No.
76-1009 (DC Cir. June 9, 1976).

22. Blue Chip acquired 8o percent of Wesco, with the remainder being publicly
listed and the company chaired by Munger; Berkshire took over that holding in 1983. In
2011, Wesco merged into Berkshire; Berkshire paid about $550 million in a combination
of cash and Berkshire stock for the remaining shares. Berkshire Hathaway press release,
“Berkshire Hathaway Inc. to Acquire Outstanding Common Stock of Wesco Financial
Corporation Not Presently Owned,” February 7, 2011.

23. Obituary of Edward H. Butler Sr., New York Times, March 10, 1914.

24. Michael Dillon, The Life and Times of Edward H. Butler, Founder of The Buffalo
News (1850-1914): A Crusading Journalist Navigates the Gilded Age, Mellen Studies in
Journalism, Series 5 (Lewiston, N.Y.: Edwin Mellen, 2003).

25. Murray B. Light, From Butler to Buffett: The Story Behind The Buffalo News
(Ambherst, N.Y.: Prometheus, 2004), 105, 133.

26. Ibid., 195.

27. Ibid., 196-97.

28. Ibid,, 197.
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29. Buffalo Courier-Express, Inc. v. Buffalo Evening News, Inc., 441 E Supp. 628
(W.D.N.Y. 1977).

30. Buffalo Courier-Express, Inc. v. Buffalo Evening News, Inc., 601 F.2d 48 (2d Cir.
1979) (Friendly, J.).

31. Berkshire Hathaway Inc., 2012 Annual Report, chairman’s letter, 3.

32. Minorco stood for Mineral and Resources Corporation, a Luxembourg-based
investment arm of Harry Oppenheimer’s Anglo American Corporation of South Africa
and De Beers Consolidated Mines Ltd.

33. For details on the Salomon preferred stock, see Schroeder, The Snowball, 541,
901-2nny3,81.

34. Warren E. Buffett, Before the Subcommittee on Telecommunications and Fi-
nance of the Energy and Commerce Committee of the U.S. House of Representatives
(1991), reprinted in the Wall Street Journal, May 1, 2010. Buffett writes in a biennial mis-
sive to Berkshire’s chief executives:

Let’s be sure that everything we do in business can be reported on the front
page of a national newspaper in an article written by an unfriendly but intel-
ligent reporter.

Quoted in Robert Miles, The Warren Buffett CEQO: Secrets from the Berkshire Hatha-
way Managers (Hoboken, N.J.: Wiley, 2003), 357-58.

35. Anthony Bianco, “The Warren Buffett You Don’t Know;” Business Week, July 5,
1999, P. 54.

2. Diversity

1. See James B. Stewart, Den of Thieves (New York: Touchstone, 1992).

2. Most of the historical facts concerning Scott and Fetzer can be found in Interna-
tional Directory of Company Histories, vol. 12 (Detroit, Mich.: St. James, 1996).

3. The exact amount of Berkshire’s acquisition of Scott Fetzer has been reported
at different levels, presumably because it was paid in a combination of cash and the as-
sumption of certain liabilities. E.g., Schroeder, The Snowball, 9oons2 (mentioning $320
million or $230 million) and 531 ($410 million); Berkshire Hathaway, Inc., 1986 Annual
Report, chairmanss letter (listing $315 million).

4. See, for example, the Buy American Act of 1933, 41 U.S.C. 10a-10d, as amended
by the Barry Amendment addressing military uniforms.

5. Berkshire Hathaway, Inc., 2013 Annual Report, 64.

6. Berkshire Hathaway, Inc., 2010 Annual Report, chairman’s letter.

7. The real cost was greater than the $443 million purchase price, moreover, since it
was paid in Berkshire stock. The stock paid represented 1.6 percent of Berkshire, which
in 2007 would have been worth $3.5 billion.

8. Berkshire Hathaway, Inc., 1991 Annual Report, chairman’s letter.

9. Ibid.
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10. Legend has it that before Rooney married Frances Heffernan the old man told
him he would not be welcomed working at H.H. Brown. Berkshire Hathaway, Inc., 1991
Annual Report, chairman’s letter.

11. Ibid.

12. Instances are: Applied Underwriters (bought 81 percent); Central States (bought
82 percent; the Kizer family kept 18 percent); Nebraska Furniture Mart (bought 9o per-
cent; the Blumkins kept 10 percent for themselves and for compensation to other man-
agers); Fechheimer (bought 84 percent; the Heldman family kept 16 percent).

13. Instances are: Shaw Industries (80 percent initially); ISCAR/IMC (8o percent
initially); and the Marmon Group (60 percent initially).

14. For profiles of the company and selected personnel, see Guy Rolnik, “Who on
Earth Is Jacob Harpaz?,” Haaretz, July 15, 2009; and Tali Heruti-Sover, “Their Hearts
Belong to Iscar,” Haaretz, September 29, 2012.

15. Berkshire Hathaway, Inc., 2006 Annual Report, chairman’s letter.

3. Culture

1. E.g., Berkshire Hathaway, Inc., 2010 Annual Report, chairman’s letter.

2. See, e.g., Eric Van den Steen, “On the Origin of Shared Beliefs (and Corporate
Culture),” Rand Journal of Economics 41 (2010): 617.

3. See Terrence E. Deal and Allan A. Kennedy, Corporate Cultures: The Rites and
Rituals of Corporate Life (Reading, Mass.: Addison-Wesley, 1982).

4. Some of Berkshire’s owner-related business principles apply to the parent level
but not so much to the subsidiaries. For example, many address topics relevant only to
public companies—linking dividend policy to stock price, aspiring to have one’s stock
trade at a fair price, or relating stock price to intrinsic value—and others only to the
Berkshire level but not the subsidiary level—being reluctant to use Berkshire stock to
pay for acquisitions, because it dilutes the interests of current owners.

5. See chap. 14, including tables 14.1 through 14.4.

6. Ibid.

7. Ibid., combining data from tables 14.1 and 14.2.

8. Anthony Bianco, “The Warren Buffett You Don’t Know;” Business Week, July 4,
1999.

9. See Ronald Chan, Behind the Berkshire Hathaway Curtain: Lessons from Warren
Buffetts Top Business Leaders (Hoboken, N.J.: Wiley, 2010), 100.

10. See L. J. Rittenhouse, Investing Between the Lines (New York: McGraw-Hill, 2013).

11. See, e.g., Moody’s October 8, 2013, report on Berkshire Hathaway.

12. Craig E. Aronoft and John L. Ward, Family Business Values (New York: Palgrave
Macmillan 2001, 2011), 16: “A stable, trustworthy . . . firm with a long-term orientation
has a distinct competitive advantage”

13. See John Kotter and James Heskett, Corporate Culture and Performance (New
York: Free Press, 1992).
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14. See Deal and Kennedy, Corporate Cultures.

15. See John Mackey and Rajendra Sisodia, Conscious Capitalism: Liberating the
Heroic Spirit of Business (Boston: Harvard Business Review Press, 2013); and James Col-
lins and Jerry Porras, Built to Last (New York: Harper Business 1994).

16. See Robert Mondavi and Paul Chutkow, Harvests of Joy: How the Good Life
Became Great Business (Boston: Houghton Miflin Harcourt, 1998).

17. Aronoft and Ward, Family Business Values, 8-10.

4. Budget-conscious and Earnest

1. The historical facts concerning GEICO can be found in William K. Klingaman,
GEICO: The First Forty Years (Washington, D.C.: GEICO, 1994); in International Direc-
tory of Company Histories, vol. 40 (Detroit, Mich.: St. James, 2001) (hereafter cited as
IDCH, GEICO); and on the company’s website (www.geico.com).

2. GEICO website. Buffett has put the initial investment at $200,000. Berkshire
Hathaway, Inc., 2004 Annual Report, chairman’s letter.

3. Klingaman, GEICO, 15.

4. IDCH, GEICO.

5. Klingaman, GEICO, 12.

6. Ibid,, 31.

7. This was the principal means of train transport between New York and Wash-
ington in this period. Bruce E. Smith (president, Pennsylvania Railroad Technical and
Historical Society), e-mail to author, February 13, 2014.

8. This was the sixth floor of GEICO’s building; GEICO moved offices on numer-
ous occasions over ensuing decades. IDCH, GEICO.

9. Berkshire Hathaway, Inc., 1995 Annual Report, chairman’ letter.

10. The article is reproduced at p. 24 of the chairman’ letter in Berkshire Hathaway,
Inc., 2005 Annual Report.

11. Klingaman, GEICO, 65 (1960 figures).

12. GEICO website.

13. Klingaman, GEICO, 100.

14. Ibid., 96.

15. Berkshire Hathaway, Inc., 1986 Annual Report, chairman’s letter. For additional
detail about this multifaceted crisis, see Klingaman, GEICO, 104-22.

16. Byrne left GEICO in 1985 to run Fireman’s Fund. He later led the formation of
White Mountain Insurance, in which Berkshire made a substantial investment.

17. Berkshire Hathaway, Inc., 1986 Annual Report, chairman’s letter.

18. Ibid.

19. Berkshire Hathaway, Inc., 1990 Annual Report, chairman letter.

20. Berkshire Hathaway, Inc., 1996 Annual Report, chairman’s letter.

21. Berkshire Hathaway, Inc., 2010 Annual Report, chairman’s letter.

22. Berkshire Hathaway, Inc., 2006 Annual Report, chairmanss letter.

Downloaded from cupola.columbia.edu



258 4. BUDGET-CONSCIOUS AND EARNEST

23. See Geraldine Fabrikant, “A Maestro of Investments in the Style of Buffett,” New
York Times, April 23, 2007.

24. Berkshire Hathaway, Inc., 2004 Annual Report, chairman’s letter.

25. Berkshire Hathaway, Inc., 1997 Annual Report, chairman’s letter; and Berkshire
Hathaway, Inc., 1998 Annual Report, chairman’s letter.

26. Berkshire Hathaway, Inc., 1999 Annual Report, chairman’s letter.

27. Berkshire Hathaway, Inc., 1997 Annual Report, chairman’s letter; and Berkshire
Hathaway, Inc., 1998 Annual Report, chairman’s letter.

28. See Phil Gusman, “Nomura Auto Insurance All About Price; Independent
Agent Role Diminishing,” Property Casualty 360°, October 16, 2013 (noting 9.9 percent
market share as of mid-2013); Berkshire Hathaway, Inc., 2006 Annual Report, chairman’s
letter; and Berkshire Hathaway, Inc., 2009 Annual Report, chairman’s letter (noting 8.1
percent).

29. Berkshire Hathaway, Inc., 2010 Annual Report, chairmanss letter.

30. Berkshire Hathaway, Inc., 1998 Annual Report, chairman’s letter.

31. See Andrew Kilpatrick, Warren Buffett: The Good Guy of Wall Street (New York:
Primus/Donald I. Fine, 1992), 73.

32. Robert Dorr, “ ‘Unusual Risk’ Ringwalt Specialty,” Omaha World Herald, March
12, 1967.

33. National Indemnity website (www.nationalindemnity.com).

34. Jack Ringwalt in Tales of National Indemnity Company and Its Founder, as
quoted in Roger Lowenstein, Buffett: The Making of an American Capitalist (New York:
Random House, 1995), describing the memoir as “a hilarious romp past the characters,
not always savory, in the back alleys of the insurance business” (133).

35. Lowenstein, Buffett, 134.

36. Ibid.; Berkshire Hathaway, Inc., 1992 Annual Report, chairman’s letter.

37. E.g., Dean Starkman, “AIG’s Other Reputation: Some Say the Insurance Giant is
Too Reluctant to Pay Up,” Washington Post, August 21, 2005.

38. See “Insurance Regulators Scrutinize New Owners,” Des Moines Register,
August 11, 2013.

39. National Indemnity website.

40. Berkshire Hathaway, Inc., 2000 Annual Report, chairman’s letter; Berkshire Ha-
thaway, Inc., 2003 Annual Report, chairman’s letter.

41. See Chris Chase, “What Are the Odds of a Perfect NCAA Bracket?” USA
Today, March 19, 2013, crediting DePaul University math professor Jay Bergen with
the figure.

42. Berkshire Hathaway, Inc., 1992 Annual Report, chairmanss letter.

43. Berkshire Hathaway, Inc., 1997 Annual Report, chairman’ letter.

44. Berkshire Hathaway, Inc., 1999 Annual Report, chairman’s letter.

45. See Steve Jordon, “National Indemnity Has Been a Foundation of Berkshire
Hathaway’s Strategy,” Omaha World-Herald, April 24, 2005.
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46. See Berkshire Hathaway, Inc., 2008 Annual Report, chairman’s letter.

47. International Directory of Company Histories, vol. 24 (Detroit, Mich.: St. James,
1999).

48. Cologne Re is formally called Kélnische Riickversicherungs-Gesellschaft AG.

49. Judy Greenwald, “General Re Consolidates Its Lead: Acquisition of National
Re Seen as Strategic Move and a Good Fit for Reinsurer,” Business Insurance, July 8,
1996; Leslie Scism, “General Re Agrees to Buy National Re in Deal Valued at About
$940 Million,” Wall Street Journal, July 2, 1996.

50. See Andrew Kilpatrick, Of Permanent Value: The Story of Warren Buffett
(Birmingham, Ala.: Andy Kilpatrick Publishing Empire, 2011), 283-84.

51. See Berkshire Hathaway, Inc., 1998 Annual Report, chairmanss letter.

52. Klingaman, GEICO, 137.

53. Mark A. Hoffman, “Warren Buffett Accepts Blame for General Re’s Poor Re-
sults,” Business Insurance, March 18, 2002; Steve Jordon, “General Re Is the Key to Berk-
shire’s Ignition, Underwriting Losses,” Omaha World-Herald, April 28, 2002.

54. Berkshire Hathaway, Inc., 2002 Annual Report, chairmanss letter.

55. Ibid.

56. See Berkshire Hathaway, Inc., 2007 Annual Report, chairman’s letter.

57. See Maurice R. Greenberg and Lawrence A. Cunningham, The AIG Story
(Hoboken, N.J.: Wiley, 2013), 171-202.

58. Ibid., 178-79.

59. Steve Jordon, “Buffett Urged to Dump Boss at Gen Re: A Report Says Prosecu-
tors Are Asking for the CEO’s Removal,” Omaha World-Herald, April 7, 2008.

60. See Noah A. Gold, “Corporate Criminal Liability: Cooperate and You Won’t Be
Indicted,” Georgetown Journal of Law and Public Policy 8, 147-165 (2010).

61. United States v. Stein, 541 F.3d 130 (2d Cir. 2008).

62. “Brandon Leaves Gen Re Under a Cloud,” Reactions, May 1, 2008, quoting Jus-
tin Fuller, analyst at Morningstar.

63. Ibid., noting continued high ratings and positive commentary from AM Best
and Standard & Poor’s.

64. Berkshire Hathaway, Inc., 2005 Annual Report, chairman’s letter. Among
other smaller Berkshire insurers are three that are exceptionally entrepreneurial: Boat
America Corporation (or Boat Owners Association of the United States) is akin to
AAA automobile clubs for boat owners, offering boat insurance and other services;
Applied Underwriters couples payroll services with workers’ compensation insurance;
and Kansas Bankers Surety was built by creating direct relationships with hundreds of
bankers in a dozen states. Another pair—Berkshire Hathaway Homestate and Guard
Insurance—cater to smaller businesses, while two others are family businesses, one
which pays monthly credit card bills of the disabled or unemployed (Central States
Indemnity) and another covering unusual risks (U.S. Liability), known as “excess and
surplus lines” in insurance argot.
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5. Reputation

1. See Jim Clayton and Bill Retherford, First a Dream (Knoxville, Tenn.: FSB, 2002).
Some of the historical facts concerning Clayton Homes can be found in International
Directory of Company Histories, vol. 54 (Detroit, Mich.: St. James, 2003) (hereafter cited
as ICDH, Clayton).

2. They were not Kirby vacuums, however.

3. The facts in this paragraph appear in Clayton and Retherford, First a Dream,
p- 236.

4. Ibid.

5. See ICDH, Clayton; Clayton Homes corporate personnel, e-mail to author,
February 18, 2013.

6. Clayton and Retherford, First a Dream, 193.

7. Ibid., 256.

8. Berkshire Hathaway, Inc., 2003 Annual Report, chairman’s letter.

9. See Denver Area Meat Cutters v. Clayton, 209 S.W.3d 584 (Tenn. Ct. App. 2006);
Denver Area Meat Cutters v. Clayton, 120 S.W.3d 841 (Tenn. Ct. App. 2003).

10. Clayton and Retherford, First a Dream, 93-94.

11. Berkshire Hathaway, Inc., 2009 Annual Report, chairman’s letter.

12. Ibid.

13. See John Mackey and Rajendra Sisodia, Conscious Capitalism: Liberating the
Heroic Spirit of Business (Boston: Harvard Business Review Press, 2013), 285; Andrew
Kilpatrick, Of Permanent Value (Birmingham, Ala.: Andy Kilpatrick Publishing Empire,
2011), 483: “An average furniture store turns over inventory one or two times a year.’

14. Why Samuel called his store Jordan’s remains a business mystery.

15. Michael Roberto, Bryant University, “Jordan’s Furniture: Shoppertainment,’
Professor Michael Robertos Blog, October 27, 2009, http://michael-roberto.blogspot.
com/2009/10/jordans-furniture-shoppertainment.html.

16. Berkshire Hathaway, Inc., 1997 Annual Report, chairman’ letter; Berkshire Ha-
thaway, Inc., 1999 Annual Report, chairman’s letter.

17. Berkshire Hathaway/Jordan’s Furniture, press release, October 11, 1999.

18. The historical highlights concerning Benjamin Moore may be found in Interna-
tional Directory of Company Histories, vol. 38 (Detroit, Mich.: St. James, 2001) (hereafter
cited as IDCH, Benjamin Moore).

19. Federal efforts to reduce the use of lead-containing paint began in the 1970s and
lasted through the early 1990s.

20. IDCH, Benjamin Moore.

21. Jane Applegate, “Moore’s Program Lays the Base Coat for Minority-Owned
Paint Stores,” Los Angeles Times, August 31, 1993; Jane Applegate, “Minority Businesses
Get a Head Start on Ownership,” Washington Post, September 20, 1993.

22. Robert H. Mundheim, “Deals Without Bankers: Salomon and Benjamin
Moore,” Concurring Opinions (blog), May 21, 2013, www.concurringopinions.com/
archives/author/robert-mundheim.
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23. Robert Mundheim, author telephone interview (January 21, 2014).

24. Berkshire Hathaway, Inc., 2000 Annual Report, chairman’s letter.

25. Denis Abrams (Benjamin Moore) interview on Nightly Business Report, May
2, 2007.

26. Ibid. Berkshire set no targets for sales or profits, Abrams said.

27. James Covert, “Margaritaville Memo: Execs May Walk Plank,” New York Post,
June 26, 2012.

28. James Covert, “Brooklyn Paint Dealers Say Buffett Rolled All Over Them,” New
York Post, October 14, 2013.

29. See Steve Jordon, “Warren Buffett Says He Replaced Benjamin Moore’s CEO
to Keep a Promise,” Omaha World-Herald, October 16, 2013 (reporting that Buffett said
Benjamin Moore generated $1.5 billion in profit during the previous decade).

30. James Covert, “Warren Buffett Fired Benjamin Moore CEO After Bermuda
Cruise,” New York Post, June 15, 2012.

31. James Covert, “Warren Buffett Cans Benjamin Moore CEO,” New York Post,
September 27, 2013.

32. Warren Buffett letter to Denis Abrams, June 16, 2013.

33. James Covert, “Boxed in by Lowe’s;” New York Post, June 29, 2012.

34. Covert, “Warren Buffett Fired Benjamin Moore CEO After Bermuda Cruise”

35. Covert, “Warren Buffett Cans Benjamin Moore CEO”

36. Benjamin Moore, press release.

37. Kim Freeman, who wrote in response to my blog post of this story, at concur-
ringopinions.com.

38. Michael Searles, author interview at Berkshire Hathaway annual meeting,
Omaha (May 4, 2014).

39. Historical facts concerning Johns Manville can be found in International Direc-
tory of Company Histories, vol. 64 (Detroit, Mich.: St. James, 2004) (hereafter cited as
IDCH, Johns Manville).

40. See Sloan Wilson, The Man in the Gray Flannel Suit (Simon & Schuster, 1955).

41. See Paul Brodeur, Outrageous Misconduct: The Asbestos Industry on Trial (New
York: Pantheon, 1985).

42. IDCH, Johns Manville.

43. Ibid.

44. Borel v. Fibreboard Paper Products, 493 F2d 1076 (5th Cir. 1973).

45. Stephen Solomon, “The Asbestos Fallout at Johns-Manville,” Fortune (May 7,
1979).

46. IDCH, Johns Manville.

47. Berkshire Hathaway, Inc., 2000 Annual Report, chairman letter.

48. Ibid.
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39. Guy, “USG Chairman Foote to Retire”

40. Jim Metcalf, interview by Sara Eisen, Bloomberg Surveillance, Bloomberg TV,
November 7, 2013.

41. Berkshire Hathaway, Inc., 2013 Annual Report, chairman’s letter.

42. Historical highlights about Heinz in this section can be found in International
Directory of Company Histories, vol. 36 (Detroit, Mich.: St. James, 2001); see also Robert
C. Alberts, The Good Provider: H.]. Heinz and His 57 Varieties (Boston: Houghton Mif-
flin, 1973); and Eleanor Foa Dienstag, In Good Company: 125 Years at the Heinz Table,
1869-1994 (New York: Warner, 1994).

43. Annie Gasparo, “Three More Longtime Executives Leaving Heinz,” Dow Jones,
January 13, 2014.

44. Berkshire Hathaway, Inc., 2012 Annual Report, chairmanss letter.

14. Succession

1. See Van Pelt’s letter at www.larsonjuhl.com/docs/Customer%20Communication.
pdf. The letter continued:

This change may come as a surprise and you may have questions or concerns.
I can assure you that the company remains committed to serving your fram-
ing needs in the future. Further, I've personally received a commitment from
Warren Buffett that Berkshire Hathaway has no intention of selling Larson-
Juhl and that he continues to believe strongly in the prospects for the com-
pany and the industry. Over the next 30 days, I will be in “learning mode” . ..
I ask for your patience as I learn more about your businesses and the custom
framing industry.

2. Noah Buyayar and Laura Colby, “Buffett Leans on 29-Year-Old to Oversee Prob-
lems,” Bloomberg Business Week, January 21, 2014.

3. I published a different version of this overview as “Buffett’s Ultimate Achieve-
ment: Berkshire Is Bigger than Him,” Beyond Proxy (blog), April 14, 2013, www.beyon-
dproxy.com/lawrence-cunningham-the-essays-of-warren-buffett.
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4. Berkshire Hathaway, Inc., 2006 Annual Report, chairman’s letter.

5. E.g., Berkshire Hathaway, Inc., 2012 Annual Report, chairman’s letter; and Berk-
shire Hathaway, Inc., 2013 Annual Report, chairman’s letter.

6. Other long-serving Berkshire subsidiary executives are Tony Nicely of GEICO
(employee since 1961, CEO since 1993); Irv and Ron Blumkin of Nebraska Furniture
Mart (employees since their youth at the company Berkshire acquired in 1983); and Brad
Kintsler of See’s (began at Berkshire in 1987).

7. Ross Foti, “John Nichols Takes Charge,” Forward Online, May/June 2005, http://
forward.msci.org/articles/?id=50.

8. Ibid.

9. Buffett’s letters describing these pledges are posted on the Berkshire Hathaway
website.

10. In shareholder surveys for this book, a substantial majority indicated that Berk-
shire is among their largest holdings.

11. For example, from 2001 through 2012, share turnover in Berkshire stock was
never greater than 0.34 percent for Class A or 0.615 percent for Class B, except that Class
B in the later years increased after Berkshire split that class of stock and used it to pay
for the BNSF acquisition. (See table 14.5.)

For comparison, consider Berkshire’s two most recently acquired public compa-
nies. From 2001 through its acquisition by Berkshire, BNSF stock turned over as much
as 3.00 percent; in six of those years greater than 1 percent; and always higher than
Berkshire. Lubrizol turnover was as high as 3.6 percent; nine of those years greater than
1 percent; and always higher than Berkshire.

Turnover is low compared with other insurance companies: ACE is always at least
0.966 percent and as high as 2.873 percent; Allstate is always higher than 0.886 percent
and as high as 2.785 percent. Finally, compare Berkshire to various conglomerates,
such as General Electric, United Technologies, Danaher, Robert Half, Fluor, or Level 3
Communications, which turned over during that period as much as 6 percent, always
greater than 1 percent, and often around 4 or 5 percent.

12. In table 14.5, for example, all companies but Berkshire and General Electric
are held 8o to 9o percent by institutions, with General Electric’s institutional holders
around 60 percent.

13. Debbie Bosanek (assistant to Warren Buffett), e-mail exchange with author,
March 7-8, 2014. I reference the historical figures and the sources in The Essays of War-
ren Buffett: Lessons for Corporate America (New York: Cunningham Group, 1997, 2001,
2008, 2013).

14. See Andrew Kilpatrick, Of Permanent Value: The Story of Warren Buffett
(Birmingham, Ala.: Andy Kilpatrick Publishing Empire, 2011), chap. 170.

15. See Andrew Ross Sorkin, “For Buffett, the Past Isn't Always Prologue,” New
York Times, May 6, 2013, quoting Munger’s admonition to “the many Mungers in the
audience” at Berkshire’s 2013 annual meeting. Munger has in recent years transferred a
substantial portion of his Berkshire shares to charitable organizations and family mem-
bers. See Steve Jordan, “Donations Bring the Value of Charlie Munger’s Berkshire Stock
Below $1 Billion,” Omaha World-Herald, June 13, 2013.
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16. Gates owns a large portion of Berkshire Class A shares through a company he
owns called Cascade Investment LLC.

17. Shareholder portfolio concentration is also rare in most companies in which
Berkshire has concentrated holdings, such as a Coca-Cola, IBM, and P&G. It is more
common at American Express and Wells Fargo due to the presence of a number of
Berkshire shareholders who likewise hold concentrated positions in those companies.

18. Berkshire’s shareholder demographic more closely resembles that of other
conglomerates with influential founding shareholders, such as Danaher (founded and
controlled by Mitchell and Steven Rales) and Level 3 Communications (founded and
controlled by Berkshire board member Walter Scott).

19. In shareholder surveys for this book, nearly 100 percent of respondents agreed
with the assertions that Berkshire is best conceived of as a partnership and boasts an
owner orientation.

20. In shareholder surveys for this book, no one indicated willingness to accept a
premium of less than 30 percent, a majority indicated unwillingness to sell except for a
minimum premium of 50 percent, and a sizable portion said they would hold out for at
least a 100 percent premium.

21. I published a different version of this overview as “Should Berkshire Ha-
thaway Go Private?,” Beyond Proxy (blog), April 15, 2013, www.beyondproxy.com/
berkshire-hathaway-go-private.

22. E.g., Warren E. Buffett, “An Owner’s Manual,” Berkshire Hathaway, first pub-
lished in June 1996, updated March 1, 2014, www.berkshirehathaway.com/ownman.pdf.

23. Howard G. Buffett, e-mail to the author, March 6, 2014.

15. Challenges

1. Berkshire Hathaway, Inc., 2001 Annual Report, chairman’s letter.

2. Yellow Freight and Roadway Express merged in 2003 and in 2009 renamed the
resulting company YRC for Yellow Roadway Corporation.

3. See Jean-Paul Rodrigue and Brian Slack, “Intermodal Transportation and
Containerization,” in The Geography of Transport Systems (New York: Routledge,
2013), chap. 3, concept 6, http://people.hofstra.edu/geotrans/eng/chzen/concsen/
ch3c6en.html.

4. Geert De Lombaerde, “Fechheimer President Exits,” Cincinnati Business Courier,
May 16, 1998; Andrew Kilpatrick, Of Permanent Value: The Story of Warren Buffett
(Birmingham, Ala.: Andy Kilpatrick Publishing Empire, 2011), 438.

5. See Karen Linder, The Women of Berkshire Hathaway: Lessons from Warren
Buffett’s Female CEOs and Directors (Hoboken, N.J.: Wiley, 2012), 93.

6. “Barry Tatelman Leaves Jordan’s Furniture,” Boston Globe, December 21, 2006.

7. Berkshire Hathaway, Inc., 1985 Annual Report, chairmanss letter (discussing Scott
Fetzer: “Haphazard approach to acquisitions.. . . no master strategy, no corporate planners.”).
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8. Berkshire Hathaway, Inc., 2000 Annual Report, chairman’s letter (regarding
Justin: “Here again, our acquisition involved serendipity”).

9. Berkshire Hathaway, Inc., 1996 Annual Report, chairman’s letter (regarding
Kansas Bankers Surety: “Carefully crafted and sophisticated acquisition strategy”).

10. See Deborah DeMott, “The Skeptical Principal,” Concurring Opinions (blog), May
21, 2013, www.concurringopinions.com/archives/2013/05/the-skeptical-principal html.

11. References to companies in the notes accompanying this discussion are to
Buffett’s descriptions of the acquisitions in related shareholder letters found in the
Berkshire Hathaway annual reports. A few acquisitions involved interesting stories
that make the source harder to classify. Examples include BNSF and GEICO, grad-
ual acquisitions of control, the latter dating back many decades to Ben Graham;
Nebraska Furniture Mart (through Omaha connections); and Clayton Homes (sug-
gested by University of Tennessee students of Prof. Al Auxier; Berkshire followed up
with owner directly).

12. Seller overture (in a pure sense; if it was the owner’s idea but prompted by
other links, the deal is listed under those other links): Fechheimer Bros.; Helzberg
Diamonds (walking down the street in New York City); Ben Bridge (Ed Bridge called,
after talking with Barnett Helzberg); MiTek (subsidiary CEO sent package in mail with
parent’s permission); Larson-Juhl; Forest River; Business Wire (actually from CEO,
suggesting owner would approve); ISCAR; Richline (owner heard Buffett speak at a
Ben Bridge lunch); Star Furniture (through an intermediary; endorsed by Blumkins
and Child; contacted Robert Denham); Willey (through an intermediary; Child asked
Irv Blumkin).

13. Business relationship: Gen Re (Ronald Ferguson); U.S. Liability (Ferguson);
Applied Underwriters (Ajit Jain did a deal with owners); Dairy Queen (banker intro-
duced a year before Rudy Luther died, then done quickly); Benjamin Moore (Robert
Mundheim); NetJets (customer; Richard Santulli called); Shaw Industries (after dis-
cussing aborted insurance deal); McLane (Byron Trott, Goldman Sachs); the Marmon
Group (seeds date to 1954 when Buffett met Jay Pritzker).

14. Friend/relative: NICO (Jack Ringwalt); Central States (Bill Kizer); Kansas
Bankers Surety (at niece’s birthday party); H.H. Brown (John Loomis golfing with Frank
Rooney); XTRA (Julian Robertson); TTI (John Roach, friendship seemed to arise with
Justin); MidAmerican (Walter Scott Jr.).

15. Berkshire overture: Scott Fetzer (wrote CEO amid waning takeover contest);
Jordan’s Furniture (implicitly, asking Blumkins, Bill Child, and Melvyn Wolff); Johns
Manville (announced deal broke off; Berkshire stepped up); Fruit of the Loom (made
offer in bankruptcy).

16. Stranger: CORT (acquaintance sent fax); FlightSafety (shareholder of both
wrote to Robert Denham); Justin (someone faxed about co-investing proposal).

17. The Marmon Group (“Done in the way Jay would have liked . . . price using only
Marmonss financial statements, no advisors, no nit-picking””); Fechheimer (no visit to
Cincinnati headquarters); Borsheim (no due diligence).

18. The Pampered Chef (“Took me about ten seconds to decide”); FlightSafety (“In
about 60 seconds I knew”); MiTek (“It took me only a minute to realize”).
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19. Ben Bridge (Ed Bridge called Buffett).

20. Larson-Juhl (“In ninety minutes we reached an agreement”); Star Furniture
(we “made a deal in a single, two-hour session”); McLane (“single meeting of about two
hours”); TTI (met in the morning “and made a deal before lunch”).

21. NetJets (“We quickly made a $725 million deal”); CORT (“quickly purchased”).

22. The Pampered Chef (“We promptly made a deal”).

23. Jordan’s Furniture (“We soon signed an agreement”); Justin (“Soon after [meet-
ing], we bought Justin for $570 million in cash”); Clayton (“soon thereafter”); Richline
(“soon made a deal ... ”).

24. MiTek (“We made a cash offer . . . and before long had a deal”); Kansas Bankers
Surety (“Before long we had a deal”); Business Wire (reached agreement “before long”).

25. Forest River (offer made on June 22; handshake agreement reached on June 28).

26. Johns Manville (“A week later we signed a contract”); Larson-Juhl (“In ten days
we had signed a contract”); FlightSafety (“A month later, we had a contract”).

27. McLane (“Twenty-nine days later Walmart had its money”).

28. The following summaries are based on SEC filings for the respective transactions.
Benjamin Moore (Berkshire offered price; no counter); BNSF (Berkshire offered price; seller
asked for more; Berkshire said no); Clayton Homes (Berkshire offered price; board had CEO
ask for more; Berkshire said no); CTB (Berkshire offered price, actually went down a quarter
for adviser fees; Berkshire said that is it); Dairy Queen (Berkshire offered price; no further
discussion); Fruit of the Loom (Berkshire offered single bid in bankruptcy at end of auction
process and won); Garan (seller sought price above $60; Berkshire offered $60 and that was
that); Gen Re (Buffett proposed the exchange ratio and Gen Re went along); Johns Manville
(Berkshire offered price; board tried to get more; Berkshire said no); Justin (Berkshire of-
fered price; there was another bidder in the picture who left; no further discussion); Lubr-
izol (Berkshire offered price; seller tried to get more; Berkshire said no); Shaw Industries
(Berkshire offered price; board/banker asked for more; Berkshire said that is our best price);
XTRA (Berkshire offered $59; seller asked is that your best offer; Berkshire said it was).

In the case of public company acquisitions, there were only two exceptions to this
dynamic, when a seller replied to a bid seeking more and extracted a higher bid. But in
each of these two deals, Buffett and Berkshire had investment partners in the transac-
tion and it was they, the disclosure suggests, who were willing to play the dickering
game. One involved Heinz, an acquisition in which Berkshire is a 50 percent partner
with 3G Capital. The buyers bid $70 per share; Heinz asked for more, and the buyers
upped and closed at $72.50. The other involved MidAmerican Energy (later renamed
Berkshire Hathaway Energy). In that deal, Berkshire was joined by co-investors Walter
Scott and David Sokol. The bid was $34.60; the sellers got the buyers to move first to $35
and finally to $35.05. Had Buffett/Berkshire been negotiating that deal alone, the record
suggests they would not have budged.

29. E.g., the Boston College Center for Corporate Citizenships Corporate Reputation
and Social Responsibility Rankings of the Most Respected U.S. Companies 2008 ranked
Berkshire ninth out of 203 companies analyzed based on survey data of 20,000 people.

30. Elaine Cohen, “Warren Buffett on Sustainability: Not,” CSR-Reporting, June 12,
2010, http://csr-reporting.blogspot.com/2010/06/warren-buffett-on-sustainability-not.html.
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31. Randall L. Patton, Shaw Industries: A History (Athens: University of Georgia
Press, 2002), 180.

32. See McLane company website: www.mclaneco.com/content/mclane/en/about-
us/green-advantage.html.

33. See “Top Green Providers,” Food Logistics, June 1, 2013.

34. See Acme Brick company website: www.brick.com/homebuyer/sustainability.htm.

35. E.g., US. Green Building Council, Leadership in Energy and Environmental
Design (LEED) Rating Systems, www.usgbc.org/leed/rating-systems.

36. See “Lean and Green,” Ceramic Industry, August 1, 2009.

37. David Vogel, The Market for Virtue: The Potential and Limits of Corporate Social
Responsibility (Washington, D.C.: Brookings Institute, 2005), 77-78, 93-94.

38. Jim Weber, telephone interview by the author, October 11, 2013.

39. James L. Hambrick, telephone interview by the author, December 20, 2013.

40. Douglas A. Kass, a noted investor and Berkshire skeptic, raised the example in
questions to Buffett at the 2013 Berkshire Hathaway annual meeting. See Andrew Ross
Sorkin, “For Buffett, the Past Isn’t Always Prologue,” New York Times, May 6, 2013.

41. For an account of Teledyne and Singleton by the latter’s second-in-command, see
George A. Roberts (with Robert J. McVicker), Distant Force: A Memoir of the Teledyne Cor-
poration and the Man Who Created It (Thousand Oaks, Calif.: Teledyne Corporation, 2007).

42. Ibid., 249-50.

43. Simon M. Lorne (Teledyne director), e-mail to author, January 3, 2014.

44. Warren E. Buffett, “An Owner’s Manual,” Berkshire Hathaway, first published
in June 1996, updated March 1, 2014, 911, www.berkshirehathaway.com/ownman.pdf.

16. B.E.R.K.S.H.I.R.E.

1. See “Notice, Online Discussion Next Week: What Motivates Top Donors,
Chronicle of Philanthropy, January 23, 2009.

2. See “Lokey Gives UO Largest Gift: $74.5M,” Portland Business Journal, October
15, 2007.

3. Karen Linder, The Women of Berkshire Hathaway: Lessons from Warren Buffett’s
Female CEOs and Directors (Hoboken, N.J.: Wiley, 2012), 97-101.

4. Ibid., 112; Berkshire Hathaway, Inc., 2005 Annual Report, chairmanss letter.

5. Ibid.

6. Thomas S. Gayner (Markel Corporation), telephone interview by the author,
February 13, 2014.

7. See, e.g., David Carey and John E. Morris, King of Capital: The Remarkable Rise,
Fall, and Rise Again of Steve Schwarman and Blackstone (New York: Crown Business,
2010). For a critical view, see Eileen Appelbaum and Rosemary Batt, Private Equity at
Work (New York: Russell Sage Foundation, 2014).

8. Andrew Kilpatrick, Of Permanent Value: The Story of Warren Buffett (Birming-
ham, Ala.: Andy Kilpatrick Publishing Empire, 2011), 423.
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9. Jim Clayton and Bill Retherford, First a Dream (Knoxville, Tenn.: FSB, 2002),
76, 211-12, 228, 285.

10. See Alexandra Berzon, “The Gambler Who Blew $127 Million,” Wall Street
Journal, December 5, 2009.

11. Ronald Chan, Behind the Berkshire Hathaway Curtain: Lessons from Warren
Buffett’s Top Business Leaders (Hoboken, N.J.: Wiley, 2010), 35-36.

12. Ibid., 119.

13. Jeffrey W. Comment, Santa’s Gift: True Stories of Courage, Humor, Hope & Love
(Hoboken, N.J.: Wiley, 2002).

14. Caroline Hall Otis, The Cone with the Curl on Top: The Dairy Queen Story,
1940-1980 (Minneapolis: International Dairy Queen, 1990), 129, 152.

15. Children’s Miracle Network Hospitals, corporate partners page, http://child
rensmiraclenetworkhospitals.org/Partners/Sponsors.

16. Ibid.; Martha Kahler and Jeff Hampton, McLane Company, Inc.: The First One
Hundpred Years (Temple, Tex.: McLane Company, 1994), 35, 49.

17. Irvin Farman, Standard of the West: The Justin Story (Fort Worth: Texas Chris-
tian University Press, 1996), 190, 216-21.

18. Ibid., 227.

19. Kahler and Hampton, McLane, 35.

20. See Richard Pérez-Pena, “Harold Alfond, Donor and Shoe Factory Owner, Dies
at 93,” New York Times, November 17, 2007.

21. Jewelers for Children, board listing, www.jewelersforchildren.org/our-board.htm.

22. Clayton and Retherford, First a Dream, 263-67.

Epilogue
1. Warren E. Buffett, “An Owner’s Manual,” Berkshire Hathaway, first published
in June 1996, updated March 1, 2014, 911, www.berkshirehathaway.com/ownman.pdf.
Appendix
1. Information concerning McLane draws in part on Martha Kahler and Jeff Hamp-

ton, McLane Company, Inc.: The First One Hundred Years (Temple, Tex.: McLane Com-

pany, 1994), 58, 90.
2. Information concerning MiTek draws in part on Jim Healey, MiTek: A Global
Success Story, 1981-2011 (St. Louis, Mo.: MiTek, 2012), 145.
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