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Any business executive will tell you innovation is the cornerstone for businesses to survive. At 
Dell, this is no exception. The computer electronics company is famous for its innovations in 
supply chain management processes. Dell is a pioneer in concepts such as build-to-order in the 
PC space and cash-to-cash cycle time. Gartner consistently ranks it as having one the best-run 
supply chains.    
 
But business is dynamic. And Dell’s business was changing at a rapid pace with the focus on end-
to-end enterprise solutions and services. The challenge for Dell—as with most companies—is 
how to continue to innovate when so much of its success depends on working with strategic 
partners. It is one thing to have a great idea and implement it within your own four walls. But how 
do you generate an entrepreneurial spirit when success is co-mingled with others outside the 
company and there are silos with conflicting goals?   
 
This case study highlights the journey of how Dell and one of its strategic partners, GENCO ATC, 
sought to reinvent the foundational business model of how they would work together. This 
resulted in Dell achieving a real business trifecta for the Dell Global Outlet—reducing its cost 
structure by 32 percent, increasing revenues to record highs, and becoming more environmentally 
sustainable by reducing the scrap level of old and damaged hardware by 62 percent.  
 
Their winning approach for innovation? A What’s in it for We (WIIFWe) mindset and carefully 
following the University of Tennessee’s Five Rules of Vested. It shows the power of adopting a 
WIIFWe approach. Adopting a WIIFWe mindset allows your partner to win. Under their new 
Vested agreement, GENCO ATC also won big: it was rewarded for heavily investing in creative 
ideas and process improvements that directly led to Dell’s success for the Global Dell Outlet. It’s 
nice to be loved by your customer, but when it comes with hefty incentive bonuses that triple profit 
margins, the smell of success is even sweeter.   
 
In Search of a Better Way 
Dell and GENCO ATC began their relationship in 2005 when Dell selected GENCO ATC as a 
supplier to help expedite Dell’s return and repair process. GENCO ATC performed well and in 
2009, their relationship expanded when GENCO ATC agreed to acquire Dell’s buildings, assets, 
and people under a three-year outsourcing contract. Under the transaction-based contract 
GENCO ATC assumed the risk of meeting a set “price per activity” while maintaining service 
levels. Like many deals, the contract was signed and everyone was happy with the “good deal.” 
   
The arrangement worked reasonably well for a time, but as all business people know business is 
dynamic. Dell’s leaders continued to face cost pressures and relied on its “every dollar, every 
year” procurement principle even though under the contract GENCO ATC took much of the risk at 
a “set price” over the term of the agreement. From Dell’s perspective, GENCO ATC’s cost 
reduction commitments were no longer good enough to provide Dell a competitive advantage in 
the marketplace.  
 
One thing became abundantly clear: neither party was happy. The existing contract structure and 
relationship dynamics put a wedge in the trust level between the two companies. By the end of 
the second year, the parties were considering calling it quits when the contract expired. 
 
A better way was needed. 
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Bill Hutchinson, Dell vice president of Global Logistics and Fulfillment, suggested Dell investigate 
leading research into how to drive innovation through strategic partnerships. Dell turned to the 
University of Tennessee, ranked No. 1 in the world for research into supply chain management. 
Dell became intrigued with UT’s work in the area of Vested and Vested Outsourcing. Could it be 
used with their GENCO ATC relationship with the specific intent to drive innovation that would 
create value for Dell?  After much scrutiny, Dell set out on a journey to explore how a Vested 
approach could work with the GENCO ATC relationship. 
 
Laying the Foundation: Getting to We 
Dell appointed Matt Snyder, at the time the company’s director, Global Reverse Supply Chain, to 
approach GENCO ATC and explore how the parties could transform their relationship to a true 
win-win following the Vested business model. Some GENCO ATC leaders questioned whether 
Dell would share risk and rewards under a Vested agreement. They knew all too well that Dell 
would share the risk, but would Dell follow through with the shared reward? Could they be 
trusted? Could they walk to the talk? 
 
The companies met in a neutral offsite location in June 2011, in Ft. Worth, TX, to have candid 
discussions about each party’s commitment to convert to a Vested business model. Tom Perry, 
GENCO ATC’s president of reverse logistics, noted, “There was a moment of truth in that June 
meeting. I did not want to proceed because I didn’t have enough trust to move forward.” But Perry 
is glad he did: “I had an epiphany. If you can’t get past absence of trust, you can’t ever make it 
work. I can’t say enough about how that’s changed everything.” 
 
Dell and GENCO ATC agreed to create a small team of leaders who were passionate about the 
need to think differently about the relationship.  
 
Understanding the Business 
One of the first project meetings was a partnership summit held the next month in Round Rock, 
TX. The parties knew they would have to challenge the existing transactional approach of how 
they currently did business. Bert Munnikhuis, senior vice president and general manager of 
GENCO ATC observed, “Getting paid for activity shouldn’t be the focus. What does the business 
really want to achieve? Dell wanted transformation in its supply chain, but the commercial 
agreement bought activities, not creativity, not innovation. When Dell simply paid for activities, it 
provided GENCO ATC with absolutely no incentive to innovate. We both knew we needed to shift 
the focus to value.”  
 
The team set out to tackle Vested’s Rule #1 – shifting to an outcome-based business model. To 
do this, the team established mutually defined Desired Outcomes that would drive the partnership 
and become the heart and soul of the relationship—as well as the foundation for a new pricing 
model where both parties would be Vested in each other success—and be rewarded by delivering 
innovation. 
 
Dell and GENCO ATC then sought “the Ponies”—those initial ideas that would kick-start an 
entrepreneurial and Vested spirit and help the partnership achieve the outcomes. They asked the 
important questions, such as, How much money can we save by working together? How can the 
two companies become more efficient?  
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Other issues and questions emerged: Could GENCO ATC help discover failure rates better? 
Maybe three hours phone support is unnecessary to avoid the “cost per box” penalties? Maybe a 
technician can fix the box in the field and reduce the amount of returned product? Perhaps higher 
level, more informative metrics can be defined to continuously improve the process? These were 
some of the ideas on the table. 
 
In all, Dell and GENCO ATC initially decided to pursue 15 Ponies that would lead to 
transformational cost savings and business expansion opportunities. The Ponies included truly 
innovative and far-reaching ideas. 
 
Rob McIntosh, a longtime Dell veteran and Worldwide Director of Procurement, understood the 
importance of the Ponies in developing a formal business case that would pass the scrutiny of 
Dell’s senior management. The team needed hard numbers to get formal approval to move 
forward with a Vested agreement.  
 
It was now time to align interests and determine how the parties would divide the Ponies once 
their Desired Outcomes were met. 
 
Aligning Interests 
A critical first step in aligning Dell and GENCO ATC’s interests was to restructure the Statement 
of Work into a streamlined Statement of Objectives. The existing agreement was highly 
prescriptive and had more than 100 Service Level Agreements (metrics). The team vowed to 
embrace Vested Rule #2—Focus on the What, Not the How—which encouraged Dell and 
GENCO ATC to work together to challenge the status quo and seek innovative approaches for 
doing the same work better, faster and cheaper.  
 
A second and even more critical component of aligning interests was the need to develop a joint 
pricing model that would reward both Dell and GENCO ATC if they were successful at 
transforming the Global Dell Outlet business by achieving the Desired Outcomes. “The pricing 
model became the place where win-win would move from theory to economics,” explained Darrin 
Browder,	  strategist and Dell supplier relationship manager. “After all, pricing is where the rubber 
meets the road.” The parties took a critical step by shifting away from a transaction “price per 
activity” approach to developing a pricing model that tracked the overall profitability of the 
business based on the mutually Desired Outcome to reduce loss per box and measure overall 
profitability of Dell and GENCO ATC. When GENCO ATC performed better at achieving the 
Desired Outcomes, it would share in the financial benefits. 
 
Establishing the Contract 
With the businesses fully aligned on outcomes and economics, it was time to ink a formal 
contract. Browder’s assignment was to turn their “homework” into a physical contract. He relied 
heavily on a Vested’s Requirements Roadmap® tool for structuring the actual contract. “I used the 
Requirements Roadmap more than anything else when writing the contract. I can’t tell you how 
many times I referred to it when we were writing the contract, because it really is the heart of the 
contract.” 
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Managing Performance 
The teams knew success would depend on the successful adoption of Vested Rule #5—Insight 
versus Oversight Governance Structure. Restructuring the governance framework to a Vested 
approach enabled Dell to move from managing GENCO ATC to managing the business with 
GENCO ATC. The team set up a Vested governance structure that has repeatedly helped the 
companies deliver success—together. They are aligned from executive levels to frontline working 
levels. Specific responsibilities of managers keep the companies’ program and account managers 
informed. Direct and continuous communication improves the information flow and empowers the 
service provider’s teams. They schedule weekly, monthly, and quarterly meetings at the beginning 
of each quarter according to identified priorities. 
 
Quarterly meetings provide Dell and GENCO ATC executive leadership with status reports as well 
as planning opportunities. Key leaders from the companies share the responsibility for planning 
and facilitating the meetings. 
 
Today “the atmosphere inside the room is 180 degrees different from the past,” Perry noted. 
“There is a recognition for the importance of relationships and, most importantly, trust.” Describing 
a meeting he added, “We held a three-day session down in Austin. It was geared more toward 
insight rather than governance—to discern the things that are the next frontier for us. Things like 
IT, international expansion, and the web platform. If you came into the workshop sessions and 
didn’t know the participants, you wouldn’t know who was on which payroll.” 
 
Vested for Success 
What does success look like under a truly Vested relationship? John Coleman, GENCO ATC’s 
general manager, said the Vested approach “gave us the freedom to get creative. It’s like we 
broke open a new innovation piñata. GENCO ATC employees now know that we will share in the 
reward for good ideas. Now, every quarter we make new priorities that align with our defined 
mutual outcomes.” 
 
The change to a Vested business model has morphed the two companies into a highly-productive 
partnership. “We started out on opposite sides of the table in June.  Vested gave us a 
methodology that enabled us to not just say partnership—but contract and act day to day as 
highly strategic partners. Once we decided to move forward, we restructured the agreement in 
about four months and, by the end of the first QBR [quarterly business review] under our Vested 
relationship, we had achieved impressive results.” 
 
Impressive indeed. Thirty-two percent cost per box reduction, 62 percent reduction in scrap, 
record high margins for the Global Dell Outlet, and a tripling of margins for GENCO ATC. The 
parties truly did open an innovation piñata.   
 
Stephen McPherson, Dell Global Operations Leader, who works side by side with GENCO-ATC in 
its Nashville operations center, is truly impressed. “The results have been beyond my wildest 
dreams. It has simply been amazing to see how we could literally turn around the culture and see 
such drastic results in such a short time frame.”  
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For More Information 
 
Visit the University of Tennessee’s website dedicated to Vested at http://www.vestedway.com/ 
where you can download white papers, watch videos, read articles and subscribe to our Vested 
blog or register for one of Vested classes.  
 
We encourage you to read our other books: 
Vested Outsourcing: Five Rules That Will Transform Outsourcing (Palgrave Macmillan, 2010) 
 
The Vested Outsourcing Manual: A Guide for Creating Successful Business and Outsourcing 
Agreements (Palgrave Macmillan, 2011) 
 
Vested: How P&G, McDonald’s and Microsoft are Redefining Winning in Business Relationships 
(Palgrave Macmillan, 2013) 
 
Contact Kate Vitasek at kvitasek@utk.edu  
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