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The company that Dell built - - isn't finished yet 

 

By CHARLES BOISSEAU 

Staff  

.  

Michael Dell is at his computer keyboard, scanning the day's supply of 50 or so e-mail messages. He 

doesn't sit.  

After incessant meetings with his managers all day, he prefers a stand-up desk angled in the middle of 

his modish office.  

""I find when you stand, you actually think faster," explains Dell, his blue-and-white employee badge 

(M. Dell #1) clipped to a white shirt. ""So I kind of like to stand up - just gives you a little more 
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balance."  

Dell has been doing a straight-up balancing act for a dozen years, building his eponymous computer 

company into a multinational force in an era when the personal computer has ruled, with U.S. sales of 

PCs now surpassing TV sales.  

It was May 1984 while attending the University of Texas at Austin that this erstwhile whiz kid from 

Houston launched Dell Computer Corp. with $1,000 in savings. It was a week before spring-semester 

finals. He took the finals but never returned to UT.  

Instead, Dell became one of the mythic legends of the volatile personal computer industry.  

Now, at 31, Dell has endured booms and busts, and engineered a turnaround at his company with the 

help of industry veterans.  

Pioneering a formula for selling computers directly to customers through mail order, Dell's company 

today is the world's seventh-largest PC maker, with more than $5 billion in annual sales. Its work force 

has swelled to 5,500 employees in the Austin area - making it the largest Texas-based company in the 

state's capital.  

Dell also can claim the longest tenure of any chief executive at a major PC maker.  

Less brash and more poised than in the early go-go days of the company, having long ago shed the 

eyeglasses that gave him a computer geek image, he is comfortable conversing about an array of 

business and technology topics. In a 90-minute interview, he flashes a confident smile and his wry wit 

(""getting to be an old guy," he remarks on his age). He says he is as driven as ever to beat the 

competition.  

Flanked by photos of his wife and two young daughters, Dell also says he is a typical family man, a 

guy who clearly is uncomfortable with the publicity surrounding his notoriety and estimated net worth 

of $740 million.  

In fact, his desire for privacy is so strong he politely declines to answer questions about details of his 

personal life.  

Asked about his $80,000 Japanese sports car, for example, Dell prefers not to disclose the make 
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because he says it presents a potential security problem.  

""It's just that, not that there are any crazy people in Houston, but if there were crazy people in 

Houston and they wanted to track me down . . . ," he says with a little laugh.  

To his dismay, however, Dell is getting more attention than ever, and not just for his business exploits.  

Atop a hill overlooking Lake Austin, just west of town, he is building the largest house ever constructed 

in the area. At 33,000 square feet, the house will be more than twice the size of the next largest in the 

county and ranks among the largest in Texas. The project has created a buzz among Austinites. One 

nearby homeowner reportedly called Travis County building officials wondering if the towering steel 

structure was a church or a roller coaster.  

Dell declines to discuss the house, which is more than two years from completion, according to one 

estimate.  

""Everybody's got to have a place to live," he responds, attempting to deflect interest.  

""It's not like I have anything to hide. It's just that I'm not particularly interested in publicity about my 

personal life," Dell says. ""I'm a normal guy. I have a wife and two kids, a car, a house." He laughs 

and adds, ""and a dog."  

A few minutes later, outside Dell's office, a company spokeswoman remarks: ""I didn't know he had a 

dog!"  

Alexander and Lorraine Dell say their middle son always seemed struck by the entrepreneurial bug.  

The bespectacled Alexander, 62, is a Houston orthodontist who admits to being somewhat baffled by 

Michael Dell's innate business know-how. His wife, Lorraine, who chides that she is much younger, is a 

stockbroker at PaineWebber.  

To guard their privacy, they have arranged to meet for an interview at their fitness center, the 

Houstonian's athletic club, instead of their home in Hunters Creek, one of the affluent west Houston 

villages, where Michael Dell and his two brothers - the older Steven and the younger Adam - grew up.  

The parents recount the oft-told stories of Michael's youth, tales of enterprise highlighted in a 
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corporate fact sheet. They concede that some have been blown out of proportion through the years.  

The Dells chuckle about the time a smartly dressed woman came by the house after supper on a 

Sunday evening when Michael was in grade school. ""Is Mr. Michael Dell home?" she asked. ""Mr. 

Michael Dell?" Lorraine Dell asked.  

The woman was led to 8-year-old Michael, dressed in a robe after a bath. She then explained that her 

company sold programs to assist people in earning high-school equivalency diplomas. The youngster 

apparently had mailed an order form from the back of a comic book.  

""Am I in trouble?" he asked.  

Even as a kid, the future computer mail-order king liked to get mail and was always sending away for 

stuff, his father says.  

His parents confirm that he got a checkbook at age 9 and at 12 conducted a nationwide stamp auction 

after receiving a reseller's license. Typing a nine-page catalog with one finger, he netted $2,000.  

No, they don't recall that he speculated in gold, silver and stocks at age 13. But, yes, he did buy and 

sell gold and silver coins, and worked at a coin shop in the Galleria, Alexander Dell recalls.  

Somehow, he learned early the skill of focusing on something to the exclusion of everything else, his 

father says. ""He'd get that really right and go on to something else.  

""Don't get the idea he's a workaholic," the senior Dell adds. ""He likes to have fun. We like to go 

fishing."  

He recalls how the family went on saltwater fishing trips to Galveston. Last summer, Dell and his 

father spent a week together in a cabin on Alaska's Kenai Peninsula.  

""We brought back huge fish," he says.  

When his middle son was 15, Alexander Dell remembers buying him his first computer, an Apple II. 

Shortly afterward, he was dismayed to discover ""the pieces were all over the place." The teen had 

taken it apart to see how it worked, and though he later put it back together, ""we had a discussion," 

his father says.  
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Former Memorial High School Principal Wayne F. Schaper remembers that Michael Dell, his student 

assistant for two years, wrote programs his senior year that were used by administrators to track 

absences and budgets.  

""He'd do my mail and run errands -whenever I could find him," he jokes, saying Dell usually was in 

the computer room.  

Don Haynes, who taught Dell in a computer class his junior year, remembers him as astute at making 

money but hardly a wizard at computer programming.  

""I don't mean that in a negative sense. He's a super person, knows how to make money, and that's 

what people are interested in, but he didn't turn in super-ordinary work for me," says Haynes.  

One time, the class was supposed to be writing programs, Haynes recalls, when he discovered that 

Dell was using his computer terminal to retrieve stock market data. Haynes disconnected the call. ""He 

became pretty angry with me," Haynes says.  

Haynes also remembers that Dell proudly related something his first- or second-grade teacher once 

told him. Marveling at how he sold candy to classmates, she told Dell he was destined to succeed in 

business.  

Then, says Haynes, Dell said, ""Mr. Haynes, I'm going to be a successful entrepreneur."  

On weekends, Dell proved his business skills at the Houston Post as a part-time assistant subscription 

coordinator. He became a top commissioned salesman by sending personalized letters he wrote on his 

PC offering a trial subscription to newlyweds and residents moving to Houston's apartment complexes 

during the boom in the early '80s.  

Dell made $18,000 by the time he was 17 and saved enough to finance his first major purchase: a new 

white BMW. It was his first car. He paid for it with a check.  

""I was impressed," Alexander Dell recalls.  

Today, Michael Dell sums up his youthful money-making endeavors this way: ""I guess you could say 

I'm opportunistic."  
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Dell was among those who grasped early the opportunity unwittingly created by IBM in 1981.  

Big Blue unveiled its first personal computer, and it instantly proved a hit. The only problem: It was 

underpowered.  

IBM was slow to come out with higher-powered models, and the add-on products it sold were 

expensive. Because the machine was built using industry-standard parts, cheaper accessories were 

soon in plentiful supply. At the same time, IBM encouraged its authorized dealers to buy in high 

volume to earn discounts. Local dealers discovered they had to order more computers than they could 

sell to get the best prices.  

A ""gray market" of unauthorized sales of IBM machines sprouted. Dealers would sell their excess 

inventory at their cost to entrepreneurs like Dell, who would soup up the PCs with more memory, a 

hard-disk and other features, and then resell them at a profit.  

Dell, who spotted the opportunity while in Houston, carried the idea to Austin in fall 1983 when he 

enrolled at UT as a biology major, ostensibly to follow his father into a medical career.  

But from his dorm room in Dobie Center and later in an off-campus condo, his part-time computer 

business took off. He bought computers wholesale, added components and sold them through tiny ads 

in the newspaper or on consignment to small computer stores. He sold some on state contracts.  

Dell tried to hide his growing business from his parents, who wanted him to concentrate on his school 

work.  

One Sunday morning, they called from the airport and told him they had flown up for a surprise visit. 

They'd be over in 20 minutes.  

Dell swung into action, hid his nine IBM PCs and monitors in his roommate's bathtub and closed the 

shower curtain. But his parents weren't totally fooled.  

""It looked like a machine shop. There were wires and tools around," Alexander Dell says. ""I asked 

where his books were." His son responded: ""Books? Oh, yeah, they're out in the car."  

He promised to focus more on school.  
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But on a spring-break trip in 1984 to London with his family, Michael Dell broke the news: He was 

selling $50,000 worth of computers a month, and he intended to open a business.  

In what may be one of the great father-son conversations in business history, Alexander Dell warned 

his son against dropping out of college. ""How are you going to compete in the world," he remembers 

asking, ""with only a high school education?"  

But mom and dad soon relented. They made a deal: Dell could spend his summer selling computers. If 

it worked, he would leave school. If it didn't, he'd study medicine.  

Dell launched what was then called PC's Limited by hiring some friends and opening a shop in a strip 

center in north Austin. The first month, sales topped $180,000. Dell never looked back.  

While he continued to sell gray-market IBMs and even juiced up portables from Houston-based 

Compaq Computer Corp., sales of add-on components such as disk-drive kits and memory chips were 

the primary business initially. Dell increasingly sold to businesses that saw his ads in trade publications 

and ordered by telephone.  

It was a buyer's market, and Dell was ""ruthless with suppliers," says Raymond Cain, a salesman who 

says he was hired as employee No. 7. ""If you didn't give him what he wanted, he could go somewhere 

else."  

But Dell could be generous to people who worked for him, Cain says. For the first year or so, Dell 

bought lunch every day for employees, usually hamburgers from a fast-food restaurant. Dell's ulterior 

motive was getting employees to stay at work during lunch, Cain says.  

By 1985, the company grew to about 40 employees, including a few engineers who assembled the first 

company-made PCs. Named Turbo, they ran twice as fast as the original IBM machine.  

Dell was often working 18-hour days. His dad recalls picking up his exhausted son at Hobby Airport at 

around 11 on Friday nights, and how he would talk about the sales his company made and the 

challenges ahead.  

In hindsight, Dell's parents say, they understand their son had a vision that they just couldn't see at 

the time. When he moved into a vast new space, Lorraine Dell remembers thinking, ""Oh my God, this 

has really gotten out of control." And when Dell bought a costly minicomputer the size of a Volkswagen 
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to automate ordering from billing to assembly to shipping, his father was puzzled, not believing the 

tiny business merited such efficiency.  

But by January 1986, the business had annual sales of $34 million  

That year, Dell's parents lent him $647,000, according to early company financial documents. They 

volunteered the funds so he could seize the opportunities he saw, Alexander Dell says. ""To the degree 

we could help him, we helped him in a reasonable sort of way," he says.  

Dell also realized he needed more experienced managers to keep growing. In May 1986, he hired as 

his company president E. Lee Walker, a seasoned venture capitalist who had helped start other 

companies. The towering Walker, who remained with the company until he resigned because of back 

problems in 1990, was the first in a line of mentors who helped give Dell executive polish and bolster 

his confidence.  

Striving to keep up with new technology, Dell recruited young engineers. He hired David Lunsford to 

help develop PCs based on the upcoming 386 microprocessor from Intel Corp.Lunsford's employer, 

Data General, was closing its Austin facility and transferring him to New Hampshire. Co-workers 

""thought I was crazy" for joining an unknown PC clone shop, he says.  

Dell, whose primary genius is considered marketing, always had a keen ability to see new technology 

from the user's point of view, and he remains heavily involved in product development, says Lunsford, 

who now directs Dell's advanced technology group.  

Lunsford remembers a night when the engineering team was working late on a potential product 

breakthrough, and Dell was urging them on. ""I finally sent him home at 2 a.m. because he was 

looking over my shoulder, he was so excited," Lunsford recalls. ""There finally comes a time when you 

have to say, `Go home, get some rest, and you'll be the first to know.' "  

Dell, gaining only marginal sales through retail stores, focused on mail order by advertising an 800 

telephone number in trade publications. He began to build a following among businesses and 

government agencies that wanted rock-bottom prices and special configurations not offered by 

dealers.  

But Dell also realized he had to overcome the negative impression many customers had of mail-order 

outfits, says Brian Fawkes, who was hired from IBM in '87 as communications manager. Dell once told 

Page 8 of 19Chron.com | News, search and shopping from the Houston Chronicle

2/4/2008http://www.chron.com/CDA/archives/archive.mpl?id=1996_1331202



a reporter: ""When I started the company in 1984 the term `mail-order computer' was synonymous 

with sleazebag. We turned that around."  

One way they did that was by getting computer trade magazines to review the company's products to 

give them credibility. Reviewers initially declined, saying, ""You're probably going to be out of business 

in the next week or two," Fawkes remembers.  

But over time, the products did get some positive reviews and built market acceptance.  

Another key move: Dell became the first to offer on-site service included in the purchase price through 

an agreement with Honeywell Bull.  

Before then, customers in places like Idaho wouldn't buy. ""They'd say, `If my machine breaks down, 

you expect me to wrap this up, bring it to the post office and send it to you?' " Fawkes says.  

Finally, PC's Limited sounded too much like a rinky-dink PC clone outfit, says Don Collis, who was hired 

in '87 as chief financial officer. Seeking to improve its image, the company changed its name to Dell 

Computer. Michael Dell was reluctant initially to have the company bear his name but agreed to go 

along if it would sell more computers, says Collis, who remains at Dell as director of investor relations.  

By early 1988, foreign expansion and a field sales force propelled sales to $159 million, up 127 percent 

from the prior year.  

In May, Dell sold shares to the public for the first time, raising $31 million to fund the company's 

relentless growth. At the time, Dell retained 75 percent of the common shares.  

Where there was once pasture, Dell has built two gleaming office buildings in Round Rock, just north of 

Austin. Here, hundreds of recent college graduates sit in gray cubicles wearing telephone headsets. 

They handle an average of 50,000 calls a day, selling computers and processing service requests.  

Using Dell's have-it-your-way philosophy, sales people are like employees at Burger King. They take 

down exactly what the customer wants, including any of hundreds of software titles, and electronically 

transmit the order to the factory, located in one of a dozen Dell buildings in suburban Austin, a 10-

minute drive away. There, orders are assembled, tested and shipped within five days.  

This ""direct business model," as it is constantly referred to within Dell -basically the same one Dell 

Page 9 of 19Chron.com | News, search and shopping from the Houston Chronicle

2/4/2008http://www.chron.com/CDA/archives/archive.mpl?id=1996_1331202



came up with back in his dorm room - offers two advantages over selling through retail stores.  

First, it eliminates the middleman and the markups that retailers and distributors charge, so Dell can 

offer lower prices.  

Second, it eliminates excess inventory and helps get products to customers faster. This is crucial in the 

fast-changing computer business, where there are short product life cycles and the cost of materials 

declines so quickly.  

Most of Dell's customers - 92 percent - are government agencies and businesses, including most 

Fortune 500-ranked companies.  

The corporate telephone sales force is divided into two groups: ""hunters," who seek new customers, 

and account managers, who work with existing accounts to add and retain sales.  

To motivate them, Susan Larson, vice president of Dell corporate sales, holds regular sales contests. 

One day each week she hands $50 to a top sales person.  

""Last quarter, we had them compete for tickets to the Super Bowl. They're a young work force, so 

that stuff is important," she says, noting that their average age is in the late 20s to early 30s. This 

quarter, there's a basketball theme. Basketballs sit atop many of the desks, autographed by 

employees. To burn off steam during breaks, workers play hoops on a court outside.  

Dell purchased the 350 acres for its campus in 1993, lured by generous sales-tax incentives provided 

by the city of Round Rock. The company completed its first building, Round Rock 1, in 1994, and 

opened Round Rock 2 last fall. The 387,000-square-foot Round Rock 3 is expected to open in 

November.  

No Texas oil baron has built a homestead as large as Michael Dell's.  

Referred to as the Dell Mansion in appraisal records, the house has drawn comparisons to the 40,000-

square-foot home that Microsoft Corp. chairman Bill Gates is building near Seattle.  

A county building permit for electrical work pegs the size of Dell's house at 33,000 square feet, says 

Jim Nuckles, director of real property appraisal for the Travis County Appraisal District. (Dell declined 

to say how big it will be: ""I haven't told anybody how many square feet it is; to tell you the truth, I 
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don't even know how many square feet it is.")  

Dell's outdoes the largest house in Houston - the 22,364-square-foot home at 1000 Kirby Drive that 

Saudi Prince Abdul Faisal built in 1985. (Now off the market, it failed to sell for an asking price of $35 

million.)  

In Dallas, the only house larger is the estimated 37,000-square-foot French chateau under 

construction - nearly a stone's throw from Ross Perot's - by George Perrin, founder of PageNet, the 

world's largest paging company.  

Dell's house sits atop 100 wooded acres, land that he and his wife, Susan - whom he married in 

October 1989 -began acquiring five years ago. It reportedly will include at least 10 bedrooms, a dozen 

bathrooms, indoor and outdoor pools, a second-floor conference room and an oversize living room 

leading to a curved entertainment area with massive windows facing downtown in the distance.  

The house is being built by Renaissance Builders, the Houston firm that constructed President Bush's 

Tanglewood residence in 1993.  

Although Gates, in his best-selling book "The Road Ahead," details high-tech features he plans in his 

home - including rooms where the lights, music and even digitized artwork automatically turn on to 

suit the tastes of whomever enters - Dell declines to discuss his.  

The property is protected by a tall fence, 24-hour security guard service and NO TRESPASSING signs. 

Construction workers are required to sign confidentiality agreements prohibiting them from discussing 

the project. County appraisers have been denied access to the property or a copy of the drawings. 

""It's only a security issue, that's the need," says Charlie Ball, the Austin project manager.  

Appraisers have relied on aerial photos and ""visceral feeling" to assess its value thus far, Nuckles 

says.  

Estimated to be 30 percent complete, the home has a preliminary 1996 appraised value of $5 million, 

Nuckles says. By the time it's finished, the value could reach $16.5 million, based on $500 per square 

feet, he says.  

But the cost to build it likely will be far more, he notes, since the appraised value relates only to the 

price the property would bring on the market.  
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""How many people in the world can afford it? Maybe the Fortune 500 guys," he says.  

Back in his office, Dell explains what motivates him.  

""Competition - absolutely," he says, quietly. ""I don't like to  

lose. I mean, losing's no fun."  

This winning philosophy was instilled at a young age. Dell's father admits he told his three ""rowdy" 

boys - who frequently challenged each other at pingpong and other sports around the house - to 

always play nice. Then he took each aside and said, ""But win."  

While his company today is enjoying healthy profits and steady growth, it was only three years ago 

that Dell was starting to lose.  

In late 1992 and early 1993, the company suffered one crisis after another. First, there was a flap over 

its risky foreign currency trading practices, which led to sharp criticism on Wall Street and a faltering 

stock price. Several top executives left the company, causing more anxiety among investors. Then the 

company did the unthinkable: It pulled all its upcoming portable notebook-size computers off the 

market because of development flaws.  

As a result, the company reported its first-ever quarterly and annual losses, and was forced to lay off 

employees for the first time. Skeptics wondered if the whiz kid was a fizz kid.  

Dell, sensing he needed deeper management, went on a hiring binge. He stole top executives from 

larger firms, including Sun Microsystems, Apple Computer and Hewlett-Packard.  

By July 1993, Dell discovered his company was running out of money. It had just $20 million, nearly 

the amount of checks it would cut on a typical Friday for payroll and vendor bills.  

Walking through a London airport on the way to visit Dell's factory in Limerick, Ireland, chief financial 

officer Tom Meredith recalls telling Dell that the problems actually could be a blessing in disguise. 

Meredith's theory was that because every fast-growing technology company eventually has similar 

crises, perhaps Dell was facing its challenge early in the cycle.  

""To that, he basically said, `You certainly have a warped sense of humor,' " Meredith says with a 
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laugh.  

""Michael, at that point in his life, was a growth bigot" - always seeking ways to build the Dell brand. 

But more balanced growth was necessary if this now unwieldy multi-billion-dollar company was going 

to continue to succeed.  

Looking back, Meredith remembers that the eventual turnaround started with a Friday meeting of all 

the top officers. Meredith warned if the company didn't get serious about improving cash flow (or 

liquidity), it wasn't going to make payroll, and ""I didn't want to be here if that was going to happen."  

To replace the company's mantra of growth, growth, growth, Meredith offered three words: liquidity, 

profitability and growth.  

Dell immediately became a champion of the new strategy, Meredith says, and ordered the managers to 

report early Saturday for what proved to be a 13-hour meeting. Bagels, coffee and pizzas were 

brought in. They picked through the company's operations and decided ways to cut costs, build sales 

and ""go after cash," Meredith recalls.  

Since then, hundreds of pyramid-shaped paperweights made of Plexiglas have appeared on desks 

throughout the company, inscribed with the words: liquidity, profitability, growth.  

In early 1994, Dell hired Mort Topfer as the company's No. 2 executive and his newest mentor. Topfer, 

now 59 and with two children older than Dell, had spent 23 years in the upper ranks at Motorola, 

including running the communication giant's mobile products division.  

""I would say his greatest asset is he is very willing to give up control in areas he perceives he needs 

help," Bill Gurley, an industry analyst with CS First Boston, says of Dell. ""He's not one who is an 

egomaniac, (who says) `I have to do everything.' And he hires well - look at the people he's hired." 

Topfer, a native of Brooklyn, N.Y., says he immediately hit it off with Dell.  

Both men agree that the company's much-criticized 1994 decision to drop completely out of Wal-Mart 

and other retail stores has proved to be the right one, as its sales have never been better. Sales of 

notebook computers, which had fallen to zero, now represent about 15 percent of total revenues after 

a redesign. During 1995, the stock's value surged about 70 percent, Topfer notes.  

Today, while Dell is in charge of strategy and products, Topfer focuses on manufacturing and day-to-
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day operations. ""I'm probably about five years younger than when I joined Dell," Topfer jokes, saying 

he's lost about 15 pounds.  

Dell also takes better care of himself these days and eats mainly health food.  

His day usually starts at 6 a.m., when his kids wake him and his wife. He runs three or four miles on 

his treadmill while watching CNN or CNBC before arriving at work at 8 a.m. He says he's not apt to put 

in as many 18-hour days as he used to.  

Nonetheless, employees say Dell maintains close tabs. They report regularly receiving late-night e-mail 

messages that Dell sends from home. He often roams offices and spends one day a week in the 

research and development labs overseeing new products.  

In management meetings, Dell can be counted on to ask pointed questions, and these days he warns 

employees to guard against complacency.  

In demand as a speaker at industry conferences he often is traveling. Last month he spent two weeks 

in Asia, including Malaysia, where the company held the grand opening of its third and newest factory 

in Penang.  

Back in 1992, Meredith remembers trying to size up Michael Dell and being left with a clear memory of 

the first question he ever asked Dell.  

Dell was trying to recruit Meredith, a native of California and a surfer who was treasurer of Sun 

Microsystems. Meredith didn't want to move to Austin. At a restaurant in San Francisco, just as Dell 

was about to eat, Meredith asked him if he was still hungry.  

""He looked at his food and said, `Well, um, yeah,' " Meredith recalls. No, not physically, Meredith 

explained. It was clear Dell had made enough money not to have to work another day in his life.  

""The last thing I want to do is uproot my family and myself and move to Texas and have you decide 

you've had enough," Meredith said.  

""Tom, that would be a perfectly lousy ending to an otherwise good story," Dell responded. ""And, I 

am not done, nor will I be done for many, many, many, many years."  
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Dell purchased the 350 acres for its campus in 1993, lured by generous sales-tax incentives provided 

by the city of Round Rock. The company completed its first building, Round Rock 1, in 1994, and 

opened Round Rock 2 last fall. The 387,000-square-foot Round Rock 3 is expected to open in 

November.  

No Texas oil baron has built a homestead as large as Michael Dell's.  

Referred to as the Dell Mansion in appraisal records, the house has drawn comparisons to the 40,000-

square-foot home that Microsoft Corp. chairman Bill Gates is building near Seattle.  

A county building permit for electrical work pegs the size of Dell's house at 33,000 square feet, says 

Jim Nuckles, director of real property appraisal for the Travis County Appraisal District. (Dell declined 

to say how big it will be: ""I haven't told anybody how many square feet it is; to tell you the truth, I 

don't even know how many square feet it is.")  

Dell's outdoes the largest house in Houston - the 22,364-square-foot home at 1000 Kirby Drive that 

Saudi Prince Abdul Faisal built in 1985. (Now off the market, it failed to sell for an asking price of $35 

million.)  

In Dallas, the only house larger is the estimated 37,000-square-foot French chateau under 

construction - nearly a stone's throw from Ross Perot's - by George Perrin, founder of PageNet, the 

world's largest paging company.  

Dell's house sits atop 100 wooded acres, land that he and his wife, Susan - whom he married in 

October 1989 -began acquiring five years ago. It reportedly will include at least 10 bedrooms, a dozen 

bathrooms, indoor and outdoor pools, a second-floor conference room and an oversize living room 

leading to a curved entertainment area with massive windows facing downtown in the distance.  

The house is being built by Renaissance Builders, the Houston firm that constructed President Bush's 

Tanglewood residence in 1993.  

Although Gates, in his best-selling book "The Road Ahead," details high-tech features he plans in his 

home - including rooms where the lights, music and even digitized artwork automatically turn on to 

suit the tastes of whomever enters - Dell declines to discuss his.  

The property is protected by a tall fence, 24-hour security guard service and NO TRESPASSING signs. 
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Construction workers are required to sign confidentiality agreements prohibiting them from discussing 

the project. County appraisers have been denied access to the property or a copy of the drawings. 

""It's only a security issue, that's the need," says Charlie Ball, the Austin project manager.  

Appraisers have relied on aerial photos and ""visceral feeling" to assess its value thus far, Nuckles 

says.  

Estimated to be 30 percent complete, the home has a preliminary 1996 appraised value of $5 million, 

Nuckles says. By the time it's finished, the value could reach $16.5 million, based on $500 per square 

feet, he says.  

But the cost to build it likely will be far more, he notes, since the appraised value relates only to the 

price the property would bring on the market.  

""How many people in the world can afford it? Maybe the Fortune 500 guys," he says.  

Back in his office, Dell explains what motivates him.  

""Competition - absolutely," he says, quietly. ""I don't like to  

lose. I mean, losing's no fun."  

This winning philosophy was instilled at a young age. Dell's father admits he told his three ""rowdy" 

boys - who frequently challenged each other at pingpong and other sports around the house - to 

always play nice. Then he took each aside and said, ""But win."  

While his company today is enjoying healthy profits and steady growth, it was only three years ago 

that Dell was starting to lose.  

In late 1992 and early 1993, the company suffered one crisis after another. First, there was a flap over 

its risky foreign currency trading practices, which led to sharp criticism on Wall Street and a faltering 

stock price. Several top executives left the company, causing more anxiety among investors. Then the 

company did the unthinkable: It pulled all its upcoming portable notebook-size computers off the 

market because of development flaws.  

As a result, the company reported its first-ever quarterly and annual losses, and was forced to lay off 
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employees for the first time. Skeptics wondered if the whiz kid was a fizz kid.  

Dell, sensing he needed deeper management, went on a hiring binge. He stole top executives from 

larger firms, including Sun Microsystems, Apple Computer and Hewlett-Packard.  

By July 1993, Dell discovered his company was running out of money. It had just $20 million, nearly 

the amount of checks it would cut on a typical Friday for payroll and vendor bills.  

Walking through a London airport on the way to visit Dell's factory in Limerick, Ireland, chief financial 

officer Tom Meredith recalls telling Dell that the problems actually could be a blessing in disguise. 

Meredith's theory was that because every fast-growing technology company eventually has similar 

crises, perhaps Dell was facing its challenge early in the cycle.  

""To that, he basically said, `You certainly have a warped sense of humor,' " Meredith says with a 

laugh.  

""Michael, at that point in his life, was a growth bigot" - always seeking ways to build the Dell brand. 

But more balanced growth was necessary if this now unwieldy multi-billion-dollar company was going 

to continue to succeed.  

Looking back, Meredith remembers that the eventual turnaround started with a Friday meeting of all 

the top officers. Meredith warned if the company didn't get serious about improving cash flow (or 

liquidity), it wasn't going to make payroll, and ""I didn't want to be here if that was going to happen."  

To replace the company's mantra of growth, growth, growth, Meredith offered three words: liquidity, 

profitability and growth.  

Dell immediately became a champion of the new strategy, Meredith says, and ordered the managers to 

report early Saturday for what proved to be a 13-hour meeting. Bagels, coffee and pizzas were 

brought in. They picked through the company's operations and decided ways to cut costs, build sales 

and ""go after cash," Meredith recalls.  

Since then, hundreds of pyramid-shaped paperweights made of Plexiglas have appeared on desks 

throughout the company, inscribed with the words: liquidity, profitability, growth.  

In early 1994, Dell hired Mort Topfer as the company's No. 2 executive and his newest mentor. Topfer, 
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now 59 and with two children older than Dell, had spent 23 years in the upper ranks at Motorola, 

including running the communication giant's mobile products division.  

""I would say his greatest asset is he is very willing to give up control in areas he perceives he needs 

help," Bill Gurley, an industry analyst with CS First Boston, says of Dell. ""He's not one who is an 

egomaniac, (who says) `I have to do everything.' And he hires well - look at the people he's hired." 

Topfer, a native of Brooklyn, N.Y., says he immediately hit it off with Dell.  

Both men agree that the company's much-criticized 1994 decision to drop completely out of Wal-Mart 

and other retail stores has proved to be the right one, as its sales have never been better. Sales of 

notebook computers, which had fallen to zero, now represent about 15 percent of total revenues after 

a redesign. During 1995, the stock's value surged about 70 percent, Topfer notes.  

Today, while Dell is in charge of strategy and products, Topfer focuses on manufacturing and day-to-

day operations. ""I'm probably about five years younger than when I joined Dell," Topfer jokes, saying 

he's lost about 15 pounds.  

Dell also takes better care of himself these days and eats mainly health food.  

His day usually starts at 6 a.m., when his kids wake him and his wife. He runs three or four miles on 

his treadmill while watching CNN or CNBC before arriving at work at 8 a.m. He says he's not apt to put 

in as many 18-hour days as he used to.  

Nonetheless, employees say Dell maintains close tabs. They report regularly receiving late-night e-mail 

messages that Dell sends from home. He often roams offices and spends one day a week in the 

research and development labs overseeing new products.  

In management meetings, Dell can be counted on to ask pointed questions, and these days he warns 

employees to guard against complacency.  

In demand as a speaker at industry conferences he often is traveling. Last month he spent two weeks 

in Asia, including Malaysia, where the company held the grand opening of its third and newest factory 

in Penang.  

Back in 1992, Meredith remembers trying to size up Michael Dell and being left with a clear memory of 

the first question he ever asked Dell.  
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Dell was trying to recruit Meredith, a native of California and a surfer who was treasurer of Sun 

Microsystems. Meredith didn't want to move to Austin. At a restaurant in San Francisco, just as Dell 

was about to eat, Meredith asked him if he was still hungry.  

""He looked at his food and said, `Well, um, yeah,' " Meredith recalls. No, not physically, Meredith 

explained. It was clear Dell had made enough money not to have to work another day in his life.  

""The last thing I want to do is uproot my family and myself and move to Texas and have you decide 

you've had enough," Meredith said.  

""Tom, that would be a perfectly lousy ending to an otherwise good story," Dell responded. ""And, I 

am not done, nor will I be done for many, many, many, many years."  
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