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Developing Leadership

HAVING BEEN INVOLVED FOR

20 years in “leadership
development,” I have won-

dered about the worth of such efforts.
Is there ever any real return on invest-

ment?  Do some companies see (and measure)
results? More importantly, do attitudes and
behaviors change? Are people better as a
result of their participation? Does their perfor-
mance improve? Can it happen at every level,
with every function? Is the culture more
attractive? Is it a best company to work for?

Before I give a blanket “yes” answer to
these questions, I confess that “no” might be
the norm.   Sadly, many leadership programs
and other “people development” efforts miss
the mark, waste resources, and become mired
in misguided utility development (MUD). 

My faith in leadership development was
restored recently during a visit to the Baptist
Leadership Institute of Baptist Health Care in
Pensacola, Florida. Although this Institute
involves many leaders, CEO Al Stubblefield
and VP Pam Bilbrey deserve special mention. 

What impressed me most was the seam-
less integration with every function of the
organization, and the expectation that every
function meet the same high standards. No
double standards, sacred cows, exemptions,
exceptions, or excuses—only excellence. 

Imagine:  excellence in IT, maintenance,
management, food services, housekeeping,
security, even valet parking—in addition to
exceptional performance in patient care and
medical services.  So, it’s not just about doc-
tors and nurses; at BHC, the entire cast play
vital supporting roles. And the results? A
squeaky-clean, cost-efficient, people-friendly,
well-managed, customer-focused, award-
winning, market-competitive, organization. 

The leadership training is done daily at
five facilities by front-line people who are
centrally scripted, but locally centered due

in part to the prac-
tice of making
rounds with a
purpose. At the
Baptist
Leadership
Institute, the
speakers and train-

ers are pulled in from various staff and
administrative positions. What they lack in
presentation skills and subject-matter exper-
tise, they make up for in on-the-job experi-
ence, credibility, and commitment.  

Rating Leadership Programs and Institutes   
I returned determined to do our own rank-

ing of Leadership Development programs
and institutes.  Here are the seven criteria:
• Vision/mission. Are these statements

focused on outcomes that all employees and
customers will experience and appreciate?
Are they linked to corporate growth strat-
egy? Are they meaningful to all participants?
• Involvement/participation. How broad

and deep are the involvement and participa-
tion in the programs?    
• Accountability/measurement. What

accountability is designed into the program?
What, if any, measurement system supports
personal accountability.
• Content/curriculum. How credible is the

content and how well developed for internal
use (and perhaps specific external applica-
tions) is the curriculum?
• Presenters/presentations. What are the

qualifications of the presenters and how effec-
tive are their presentations. Are these people
and presentations are developed internally. 
• Take-home value/results for customers.

What is the customer, client, or participant
able to take away and apply to improve them-
selves and the performance of their team? 
• Outreach of programs and products. This

is about the impact beyond the organization. 
We’ll announce our ranking of the top 10

programs in the September Executive Excellence.

P.S. I invite you to email me at kens@eep.com with your
nominations or applications for Best Leadership Development
Programs or Institutes.

I s  t h i s  w o r t h  t h e  i n v e s t m e n t ?

CEO Al
Stubblefield

VP Pam
Bilbrey



and an inspiration to associates who
boldly seek to create an unforgettable
experience for their customers.

“Before you can inspire with emo-
tion,” said Winston Churchill, “you
must be swamped with it yourself.
Before you can move their tears, your
own must flow. To convince them, you
must yourself believe.” Before you can
stir ardor for a vision, you must first
clarify your own. If you only had six
months to live and you had to continue
working, how would you work?  What
legacy would you want to leave?

Magnetic service leaders talk often
about mission. They focus on what
they want the team or organization to
be, not just what they want it to do.
They communicate the “whys” when
making assignments, not just the
“whats” and “whens.”  They recognize
heroes by “telling their stories”—the
details of their accomplishments that
are examples of the vision and mission.
And, their actions are consistent with
the mission or purpose.  

Boldness happens when people do not
fear error. Boldness would not be daring
were the potential for error not sizeable.
How we deal with error can say vol-
umes about commitment to being a
magnetic service leader. Do we meet
error with rebuke, or see error as an
opportunity for learning and problem
solving? Are error-making people
quickly labeled as stupid, evil or lazy?  Isn’t
it unlikely the person who hired these
people said, “Let me see how many
dumb, malicious, or shiftless
employees I can hire this week?”  

Without risk, there’s no creativ-
ity. But with risk comes the honest
mistake.  It’s easier to rein in an
over-zealous, go-the-extra-mile
people than to find those with an
enthusiastic attitude in the first
place. Fostering boldness is a mani-
festation of trust. The greater the
trust, the greater the freedom. But
freedom comes with responsibility.

Bold Leadership

AN OLD EXPRESSION GOES:  “ONLY

dead fish swim with the current.”
Smart fish swim in all directions, but
the current rarely influences their choice. 

Magnetic service never follows the
current of the latest fad, gimmick, or
“me too” tactic. Magnetic service is a
refreshing experience that is so remark-
able or profound it creates customer
attraction and devotion.  It is delivered
by people whose leaders model bold
action and encourage bold practices.  

Encouraging boldness is more about
removing obstacles and impediments
than adding in anything new or differ-
ent. Boldness resides in us all.  Gutsy is
in our genes, domesticated by social
stigmas and psychological doubts.
Magnetic service leaders eliminate
whatever fuels the opposite of bold-
ness––timidity, hesitance, and reserve. 

Boldness is born of a higher purpose.
Boldness starts with a wide-eyed focus
on a dream rather than a squint-eyed
look at the task. Caution and hesitance
come from being mired in day-to-day
minutiae. As we lose touch with the
purpose, we are soon blind to personal
hopes and dreams.  “I came to my last
job,” said one leader, “with a great
sense of purpose.  But I got so en-
meshed in what I had to do that I soon
forgot what I had hoped to be. I became
more defensive and less daring.”    

Boldness is a choice based on a
commitment to a future state. It is not
reactionary, like rebellion—it is deliber-
ate action. Boldness is pro-action at its
finest, a step toward the light.  It is born
of a noble reach beyond the mediocrity
of the moment and the ordinariness of
the status quo.  It requires awareness of
a vision and a desire to move in the
direction of the vision. Magnetic ser-
vice leaders have a valued dream that
serves as the compass for their courage

The leader’s job is to coach people to
feel more comfortable with more
responsibility.

People may feel vulnerable due to
past practices. Are they clear on what is a
“thou shalt not...” law instead of a sug-
gestion or guideline?  Are metrics so
abusive or pervasive that people feel that
leaders are micromanaging? Recall a
time an employee made an honest mis-
take.  Was forgiveness spoken or just
implied?  Are people given the benefit of
the doubt?  Do they get more coaching
or more critiquing?  Are people praised
for excellent efforts that fail?  Are they
commended for seeking assistance?  

Boldness comes from responsible
risk-taking. People need guidelines, not
unlimited license.  The manager who
says, “Just go do whatever you think is
best,” might be abdicating responsibil-
ity, not encouraging boldness.  There
have to be some guidelines, but also
allowance to adapt to the situation and
the customer.  Customers don’t want
uniformity in service.  While they want
consistency, they also want to be treated
as the unique human beings they are.
This requires front-line flexibility.   

Risk-taking is not a blank check to be
foolhardy and reckless.  Sensible risk-
taking comes from knowing how to bal-
ance service with stewardship—
creating a unique experience for the cus-
tomer while ensuring a congruent fit.
That is “owner-thinking.”  If employees
are to make front-line decisions like
owners, they need the benefit of “owner
information.” If they are to focus on
long-term relationships with customers,
they need big-picture direction.  

How do you cultivate responsible
risk-taking? Examine your reward and
recognition practices.  Which is more
valued: creativity or compliance? Being
resourceful or being always right?  Who

by Chip R. Bell and Bilijack R. Bell
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by Nido R. Qubein

• They expect excellence in those
around them, and they make those
expectations known. The people on
their teams usually live up to these
expectations. 
• They invite people to speak up, and

they listen and respond to those who
do. They welcome good news and bad
news from their associates, knowing
that they can’t lead wisely unless they
are fully informed. 
• They foster a culture in which the

search for high quality and better meth-
ods becomes a way of life. This calls for
creative thinkers. If you want people to
think creatively at every level, you need
creative-thinking leaders at every level.
Such leaders don’t bark orders. They
use positive reinforcement to influence
people toward the behaviors they
desire. They don’t isolate themselves
from the people they lead. They mingle
with them, ask about their problems
and concerns, and look for ways to help
them. They promote a sense of “family.” 
• They don’t pretend to have all the

answers. They ask for information and
advice before making decisions. They
don’t try to do it all themselves. They
make full use of the talents of those
around them. They treat employees,
clients, customers and associates with
respect. They are not condescending
toward any of the stakeholders, but
regard them all as members of the team.
• They encourage a search for improve-

ment and a quest for excellence. And
they provide the educational and devel-
opmental programs needed to achieve
these goals. 
• They create an environment in which

people voluntarily align their efforts
toward common objectives. You don’t
have to be born with certain “traits” to
exercise such leadership. Leadership
skills can be learned and employed by
people who create positive customs and
traditions.  

So when my friend observed that
“leadership isn’t what it used to be,” I
responded, “Yes, and thank goodness.”
Competitiveness demands creative think-
ing at all levels. A team educated in this
new style of leadership pays handsome
dividends in competitive markets. EE

Nido Qubein is an international speaker and consultant and CEO
of Creative Services and Great Harvest Bread Company.
www.nidoqubein.com, 1-800-989-3010.

ACTION: Create a thinking organizaion.

THE OTHER DAY I WAS

talking to a CEO
about his development

needs and he remarked, “You know,
Nido, leadership isn’t what it used to
be. I used to think I know what to look
for in leaders. Now I’m not so sure.”

He continued, “When I first went
into business, a strong leader could say
‘follow me’, and people would follow.
Now when I say that, people want to
know where I’m going, what I expect to
find when I get there, and what’s in it
for them if they follow.”

This climate requires a different type
of leader, because we’re dealing with a
different workplace and different fol-
lowers. The old-style leadership was
well-suited to yesterday’s mechanical
organization in which only manage-
ment did the thinking. Then you only
needed leaders who could give orders
with authority and employees would
follow without question. 

Smart executives now realize that to
be competitive you must have a think-
ing organization, which means that peo-
ple at every level must be able to think
and must feel free to think and act. 

As cooperation becomes the norm
from the senior management team to the
self-managed teams, we need leaders
who can mobilize
this new workforce. 

Here are the char-
acteristics of leaders
of thinking organi-
zations:
• They help people

decide for them-
selves what to do.
They don’t tell peo-
ple what to do.
• They lead in the

creation of corporate visions. They align
their personal visions with the corporate
vision and help others in the company to
do the same.  

Are You Creative
or Reactive?

gets praised or promoted—and for
what?  Former 3M CEO Lew Lehr said:
“If you place too many fences around
people, they become sheep.  And how
many patents are assigned to sheep?”  

Surround yourself with bold people.
Seek the camaraderie of others who
exhibit daring and courage.  Invite
mavericks to your meetings. Read
biographies of pioneers who overcame
personal limitations to achieve great-
ness. Visit organizations known for
breakthrough thinking. Ask bold lead-
ers to share their recipe for confidence.  

Boldness comes from unlearning, not
just learning. “The greatest obstacle to
discovery is not ignorance,” wrote Daniel
Boorstin. “It is the illusion of knowl-
edge.” The path to boldness begins with
an “I don’t know” first step. Knowledge
may give us the confidence to move into
the unknown, but it is curiosity and
interest that fuels the move. 

Magnetic service leaders create a cli-
mate of perpetual experimentation that
compels people to innovate. In this con-
text, people learn that to challenge the
status quo is the norm.  They view those
who hold on to the past (rather than
learn from the past and let go of what no
longer fits) as oddities with short tenures.
Creating a climate that embraces experi-
mentation and learning takes humble
leaders who model unlearning.  When
Rich Teerlink was CEO of Harley-David-
son, he often said, “Here’s something I
screwed up on—and what I learned from
it.”  He valued perpetual learning.  

Emphasize growth-producing exper-
imentation by recognizing people
whose performance stands out.  Use
them as mentors. Share key learnings in
meetings. “Leaders are more powerful
role models when they learn than when
they teach,” wrote Rosabeth Moss Kan-
tor.  And part of that modeling is
acknowledging what you “unlearned.” 

When magnetic service leaders stand
to be counted, they never stand alone.
They stand in the midst of others who
not only share their vision and passion,
purpose and spirit, but also are itching
to turn them all into reality––today.  As
the Latin proverb says: “Fortune favors
the bold but abandons the timid.”  Cus-
tomers favor them as well. EE

Chip R. Bell manages the Dallas office of Performance Research
Associates, Inc. Bilijack R. Bell is an associate with Wilson, Hull &
Neal. This article is adapted from their new book Magnetic
Service. 214/522-5777, chip@chipbell.com.

ACTION: Exercise bold leadership.

A r e  y o u  f r e e  t o  t h i n k ?

leadershipproactivity
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These tools can be helpful, but I can’t
emphasize enough the importance of
creating a value-based culture.

2. Integrity defines the structure of
everything we must do. Integrity guides
our decisions. For integrity to work, we
need to know what it is, how it works,
and where it fits into our business lives.
We need to ensure that our policies,
processes, and people fit together in a
way that promotes Baxter’s strength,
health, and longevity. When we make
wise and ethical decisions, we streng-
then our working relationships, create
responsible products and services, insti-
tute business practices that are strategi-
cally and fiscally sound, and establish
connections to our communities that are
deep and lasting—all of which drive
growth and new opportunities.

3. Create a culture that encourages
constant learning. Since business ethics
is not black and white, we need to
develop a culture and tools that guide
us when we are in the gray area. The
difficulty with operating in the gray
zone, so close to the line, is that when
the line moves, you can quickly find
yourself standing on the wrong side.

4. Guidelines, rules, and policies do
not, in and of themselves, make us hon-
est. They only mark the pathway we
should follow. We each have our own
ways of thinking about them and
according to our own moral code, our
view of true north, of then applying
them. Ethical decision-making must be
an active, dynamic, and proactive
process—looking at issues from diverse
perspectives, analyzing information
and thinking in creative ways—not a
decision made in a closet by a single, or
select group of executives.

5. Every individual needs the same
set of values guiding their daily deci-
sion-making. Each day people are mak-
ing ethical decisions in the conduct of
business. You will likely not be standing
over their shoulder to direct the out-
come. One benefit of creating such a

Do the Right Thing

CORPORATE SCANDALS

cause each of us to
ask questions—where

does it end? Who’s next? How could
this have been avoided? Who should
be held accountable? How can we
operate ethically? What can we do to
set an example? 

I am proud to be part of the Baxter
team, in a company that has a profound
effect on the health and welfare of mil-
lions of people. We are a global health-
care company with more than $8 billion
in sales and 48,000 team members in
100 countries. While our financial suc-
cess is important, even more important
is how we do business. We develop
products that save lives. As we sell these
products, we need to act responsibly.

We try to live Baxter’s shared values
each day, by acting in a transparent
manner, engaging in dialogue with
stakeholders, and taking a progressive
approach toward corporate governance.
We believe, as our first Chairman,
William Graham stated over 50 years
ago, we can and will do well by doing good.
We achieve this goal by living our
shared values of respect, responsive-
ness and results; working toward com-
mon objectives, continuously raising
the bar, and always leading by example.

As we apply these principles, we
create a culture and processes that
leave no room for ambiguity and ensure
that we conduct our business responsi-
bly—an environment where each team
member is empowered and expected to
always do the right thing.  

A Dozen Lessons
Since introducing our shared values

of respect, responsiveness, and results
over a decade ago, we have learned
these 12 lessons:

1. True success lies within the fabric
of the values-based culture. True suc-
cess is not about countless programs,
tools, oversights, and compliance.

culture is that you can have the confi-
dence that every person is empowered
and expected to do the right thing.

6. Like freedom, value must be daily
earned and refreshed. There are many
ways to do that through training, com-
municating constantly and consistently,
sharing knowledge, certifying integrity
of compliance, and involving people
directly at all levels. Given the high pro-
file that business practices have in this
current crisis of confidence, how do we
as leaders champion and implement
effective, ethical programs that meet the
needs of our constituencies over time?

7. Leadership starts at the top. Our
team members, shareholders, cus-
tomers, and stakeholders are watching
what we do. They expect us to be
accountable for our actions and inac-
tions. Someone has to set an example
and be an ethical leader. To be a leader,
you need to learn something from
everyone, everyday. Your self-confi-
dence must be balanced with healthy
humility. I have 48,000 team members at
Baxter, each of whom contributes valu-
able insight and skill, and keeps me in
my proper place. My measure of suc-
cess is not in telling those people what
to do, but in leveraging their talents to
the benefit of our stakeholders. I’m not
interested in being right—I simply want
to ensure we do the right thing.

8. Being a leader means being open
and honest with ourselves about what
we’re doing well and where we need to
improve. Effective leadership means
focusing on open and direct communi-
cation around objectives and expecta-
tions and seeking and receiving
continuous feedback; ensuring every-
body understands what we’re trying to
do and how we’re trying to do it; and

by Harry M. Jansen Kraemer, Jr.

E x e c u t i v e  E x c e l l e n c e 5

leadershiplessons

P r a c t i c e  v a l u e s - b a s e d  l e a d e r s h i p .



by Dave Anderson

against tenured leaders. They have the
most to unlearn in changing times.
Leaders who’ve been around the block a
few times tend to keep using an old
map to find new lands. Remedy: Know
that time and experience can be helpful
when optimizing, but a hindrance when
innovating. Tenure can lock the right
side of your brain in a box. Be willing to
forget much of what used to work, and
embrace new strategies and tactics. 

3. You’re too close to the action to
see the big picture. You’ve become so
immersed in routine that you’re a pris-
oner of out-of-date beliefs and strate-
gies. Remedy: Question the relevancy of
dogmas concerning standards, metrics,
and strategies.  Become open to new
thinking. Ditch tradition and sentimen-
talism to move forward.  

4. In the past, you have fire-hosed
ideas and viewed them in conflict with
your own. So, it will take much more
effort to encourage others to contribute.
Remedy: Reserve your opinion for last;
others will feel more at ease to speak
honestly. Start by saying, “Here is the

issue. Here are potential
options. What do you all
think?” Every idea is a good
idea until you find the best
idea, and good ideas
become better when chal-
lenged. You still make the
call, but with more input
from others. As a result,
your perspective will im-
prove, and you’ll earn buy-

in on your final decision.
5. Top leaders get to the point where

they can learn little from one another.
The inner circle has been talking at each
other for years. Your positions are well
known. Remedy: Include new people
from different levels and departments
in your strategic planning and innova-
tion. 

Be aware of the stultifying effect your
ego-driven beliefs can inflict on the
enthusiasm of others.  When you use
your autobiography to solve everyone’s
problems and fire-hose new ideas as they
are presented, you break momentum, sap
morale, or cause a shining star to leave
for an opportunity to grow, be heard, and
have an impact—somewhere else.  EE

Dave Anderson, author of the upcoming book Up Your Business
(Wiley), is a speaker and trainer on sales. www.LearnToLead.com.

ACTION: Assess your leadership.

YOU’RE THE LAST TO

know because no
one wants to tell you.

After all, you hold their future in your
hands. Thus, you stride through the
workplace like the naked emperor, as
onlookers nod in affirmation when they
really want to scream: “You’re the prob-
lem! You’re out of touch! Stop saying
you’re open to change when you’re its
assassin! Let me innovate! I want to
make a difference! Shut up and listen!”

In most cases, no one cares more
about the business than the boss, but no
one does more to hold it back, break
momentum, undermine change, and
keep good people down.
You’re too close to the
problem to realize it’s you.   

If you grasp you are
the problem, perhaps
you want to make
changes. But because
your team gives your
mandates the “kiss of
yes,” you figure you’re
on the right track and
they’re behind you. Not quite. 

Remember when they did bring you
feedback, only to have it fire-hosed,
belittled, trivialized, or done in by
delay?  Your team is frustrated and
intimidated more than they are moti-
vated, and they don’t know what to do. 

Here are five reasons you inhibit
people, and potential remedies:

1. As a top leader you have the most
emotional equity in the status quo,
because you are the chief architect of it.
Thus, you have the most to defend and
be defensive about. Remedy: Detach
yourself from current strategies and
suspend judgment while others give
input on what needs to be done. Chal-
lenge what you assume made you suc-
cessful.  Let everyone else challenge
those assumptions as well.  

2. Time and experience can work

Are You the
Problem?

knowing what role each member plays.
This requires that we actively seek feed-
back and dialogue with our con-
stituents. There are many opportunities
for improvement. Constantly raising the
bar is part of being a true leader.

9. Integrity is a journey, not a desti-
nation. The constant flow of new acqui-
sitions, ventures, partnerships and new
employees brings ongoing responsibili-
ties for evaluation, monitoring, training
and communication. And often, new
markets, opportunities, and technologies
bring all-new dynamics, ethical consid-
erations, and gray areas that only ethics
and integrity can help us navigate. It’s
easier to lead when things are going
well. In times of crisis, rapid change, or
uncertainty, the need for leadership is
heightened, and everyone is watching.
Leadership, values, integrity and credi-
bility are not items you can pull off the
shelf when times are tough.

10. If you’re working in a leadership
role, you’ll need to take risks. You need
to stick your neck out, draw a line in
shifting sands, and make tough deci-
sions on controversial issues like
bioethics, executive compensation, or
global warming. Baxter was one of the
first companies to adopt formal gover-
nance principles and encourage the
active engagement of board members.  

11. Once you’ve demonstrated leader-
ship, you need to always get better.
Leaders must not stand still once they’ve
reached their early goals. Leadership is
seeing opportunities for improvement
and challenging the status quo.

12. If you empower people to do the
right thing, provide them with tools,
and serve as a role model, they will do
the right thing. Doing the right thing
impacts your credibility and reputation,
makes it easier to attract and retain the
best team members, yields good busi-
ness process, increases customer loyalty,
and provides a credible platform for
contributions to policy discussions. All
of us must lead by example. More rules
and controls will not drive the behavior
change. That’s something we must do.
That’s what leadership is all about—not
trying to be right, but rather always try-
ing to do the right thing. EE

Harry M. Jansen Kraemer, Jr. is Chairman and CEO of Baxter
International, Inc. This article is adapted from his speech to Chicago
Executives’ Club and is used with permission of Vital Speeches of
the Day. www.baxter.com.

ACTION: Do well by doing good.

Yo u  c a n  b e  t h e  s o l u t i o n .
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worked.  It rooted out excess and
deception and punished those who
would unfairly game the system. It
punctured the bubble of unsustainable
expectations, and it leveled the field.

Lessons of Light
If there was heat from last year’s

firestorm, there was also light—and
lessons.  Here are four that top my list:

1. Integrity is the foundation of
business success. The asset of integrity
isn’t a feel-good notion void of rele-
vance or substance.  Integrity carries
real weight and real value—and is the
one true and enduring measure of a
company. We all witnessed the market’s
painful doling out of punishment for
corporate transgression and individual
greed last year.  And while there were
few rich rewards in last year’s bear
market, companies that built upon the

tenets of fair play and sound ethics are
with us today—and they’ll be here
tomorrow.  Investors, customers, and
good employees are drawn to compa-
nies that operate by the principles of
integrity, trust, and respect.

2. You can’t build a firewall when
flames are lapping at you heels. While
trust can be lost quickly, it takes a far
longer time to rebuild and recover.
Regrettably, in some companies the
focus on ethics has been too late—or too
light. Values and ethical standards can
be printed, embossed, or tattooed.  But
to be truly effective, they have to be
wired deeply into an organization,

Fire and Ice

I B E L I E V E I N T H E

promise and resilien-
cy of competitive free

markets. While the blaze of corporate
scandal spread with a vengeance last
year, the marketplace will survive.  It
will even thrive—in spite of the med-
dling and mucking up we bring to the
recovery process, all in the name of
reform, restraint, and risk-avoidance.

Standing this close to the flames, it’s
hard to see beyond the collateral dam-
age of the last 12 months:  Billions in
lost capital.  Retirement savings rav-
aged.  Charred reputations.  The loss of
investor confidence and trust.

But the nature of markets is like that
of a forest that relies on lightning
strikes and cyclical fire to clear brush,
remove tinder, and open the canopy to
healthy sunlight.  The aftermath of a
burn isn’t pretty, but the long-term
effect is a hardier, healthier, and more
resilient ecosystem.

Economies and ecology have much
in common.  Sixty years ago, economist
Joseph Schumpeter dubbed the notion
“creative destruction.”  He said that the
evolution of free markets was constant,
but it wasn’t steady or discreet.  Cre-
ative destruction “revolutionizes the
economic structure from within, de-
stroying the old and creating a new one.”

As leaders of business, we were
close to the fire last year.  Much of the
heat felt misdirected and undeserved.
Allegations of misconduct cast a long
shadow of suspicion.  People remember
the $15,000 umbrella stand—and the
sheer excess it symbolized.  They recall
Senate subcommittee appearances; the
cost of a megawatt hour during Califor-
nia’s energy crisis; and the grim faces of
the newly unemployed, exiting compa-
nies with their careers packed in file
boxes.  Such powerful symbols and
perceptions are hard to shake.

But behind the headlines, symbols,
and hand-wringing, our market system

defining culture and guiding its deci-
sions and actions.  They have to be
owned, not by the PR department or
just by the CEO, but by every employee
at every level and every location.

3. Take a longer view of value.  We
became fixated on short-term returns and
immediate gratification. Analysts and
money managers focused too closely on
a company’s quarterly performance.  A
company’s strategy, plans, and outlook
were cast aside in favor of the “McQuar-
ter” report—super-sized and served up
with a side of beat-the-street fries!  Share-
owners moved from the mindset of
investors to the outlook of Wild West
speculators. We all—investors, analysts,
and leaders—need to take a longer view
of value and face the reality that stratos-
pheric short-term results are neither sus-
tainable nor healthy.

4. Businesses must take the lead to
promote reform and restore investor
trust. I believe were doing that. In fact,
the pace at which we’re correcting our
course is compelling proof of the mar-
ket’s ability to respond to disruptions.
Our moves to increase disclosures,
reduce debt, improve liquidity, and
implement new governance measures
are critical to long-term recovery. Amer-
ica’s business community and its mar-
ket systems stand at a crossroad.  The
lingering smoke from last year’s fires
reminds us of the gray that surrounds
black-and-white decisions.  Our job is to
remove the gray and clear the air.  We
must be proactive in making our earn-
ings more visible, our financial report-
ing more transparent, and the
characterization of our business clearer.

Energy Drives Recovery
Since 1973, growth in electricity use

has matched growth in real U.S. GDP.
Energy and economic interdependence
works both ways.  High energy prices
dampen economic growth.  The last
three U.S. recessions were preceded by
spikes in the price of oil. High energy
prices adversely affect operations, bud-
gets, confidence, and spending. Reliable,
reasonably-priced power supplies invig-
orate economies, spur growth, unlock
new markets, and foster innovation.

Some would have us renege on the
promise of competitive energy markets,
pointing to the debacle in California as
evidence of fatal market flaws.

by Rick Priory
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by Peter F. Drucker

Increasingly, performance in knowl-
edge-based industries will depend on
running organizations so as to attract,
hold, and motivate knowledge workers.
When this can no longer be done by sat-
isfying their greed, it will have to be
done by satisfying their values; giving
them social recognition and social
power; turning them from subordinates
into fellow executives; and from employ-
ees, however well paid, into partners.

Of course, we need to measure knowl-
edge workers’ productivity. How do we
do that? We begin by asking them three
things: What are your strengths and what
should you put work into? What should
this company expect from you and in
what time span? And what information
do you need to do your work, and what
information do you owe?

We can rebuild organizations around
information. When CEOs talk of elimi-
nating management levels, they begin
to use information as a structural ele-
ment. Many management levels man-
age nothing. Instead, they merely
amplify the faint signals emanating

from the top and bottom.
Most CEOs know the first
law of information theory:
Every relay doubles the
noise and cuts the message
in half. The same is true for
most management levels,
which neither manage peo-
ple nor make decisions.
They serve only as relays. 

When we build in infor-
mation as a structural element, we don’t
need such levels. This, however, creates
problems. For instance, where will we
look for opportunities for promotion?
Few businesses will have more than two
or three layers. Will CEOs accept that
more layers are a sign of poor organiza-
tion? Where will the promotion opportu-
nities come from? How will we reward
and recognize people? Also, how will we
prepare people for these jobs?

These are big challenges, and we
don’t know the answers. We know only
that we will pay much more for top tal-
ent. Money will become far more impor-
tant because in the past 30 years we have
substituted titles for money. We have had
rapid promotions in title with little
increase in salary. That game is over.

When we learn to use information as
a tool, we are learning what to use it for,

IN THIS PERIOD OF UNREST

and rapid change, you
can’t successfully man-

age by being clever. You need to be
grounded in basic principles and pre-
dictable trends and exploit these trends
as opportunities. These trends include
the emergence of the new workforce;
the steady decline of manufacturing as
a producer of wealth and jobs; and the
changes in the form, structure, and the
function of the organization and of its
top management.

In times of uncertainty, even basing
your strategies and policies on these
basic trends does not automatically
mean success. But not to do
so guarantees failure. The key
to maintaining market leader-
ship is the social acceptance
of knowledge professionals.

Today, however, we are
straddling the fence—trying
to maintain the traditional
mind-set, in which capital is
the key resource and the
financier is the boss, while
bribing knowledge workers to be con-
tent to remain employees by giving
them bonuses and stock options. This
works only as long as the emerging
industries enjoy a stock-market boom.

The next major industries are likely
to behave far more like traditional
industries—that is, to grow slowly,
painfully, laboriously, after years of hard
work, struggle, thrift, disappointment,
and failure. Bribing the knowledge
workers on whom these industries
depend will simply not work. Key
knowledge workers will continue to
expect to share financially in the fruits
of their labor. But the financial fruits are
likely to take much longer to ripen, if
they ripen at all. And then, running a
business with short-term shareholder
value as your first—if not your only—
goal will become counterproductive.

New Trends in
Management

In my view, placing the blame on
competitive markets is ill-advised and
off-mark.  Kinks in the system don’t
arise from free and open markets—they
come about when there’s not enough
competition, when competition is con-
strained, or when the transition to com-
petition is twisted or curtailed.

If we want the benefits of electric
deregulation, we’ve got to let price sig-
nals work.  We need to give our markets
the time and the latitude to expand and
contract and correct themselves. 

Government intervention distorts and
impairs market activity.  Clearly defined
and enforced rules are a pre-condition for
healthy energy markets.  We need to
proactively address market flaws—rather
than responding with price caps and mit-
igation that mask market signals and dis-
courage new investment.

Two years ago, there was great con-
cern about a pending shortfall of elec-
tric supply.  Thanks to the incentives of
a competitive market, that situation has
been corrected.  The current supply sit-
uation should symbolize the great
value—and greater good—that energy
brings to every segment of the econ-
omy.  We have deployed unprecedented
capital at an incredible pace to launch
the most impressive construction boom
in the history of power generation.

We have catapulted the domestic
economy from the brink of energy
shortages.  And now—just when we’re
poised to deliver even more benefits,
we face the possibility that competitive
markets could be thrown into reverse.

Competitive markets provide the
checks and balances needed for long-
term stability. They promote innova-
tion, creativity, a constant stream of new
market participants, price discovery
and attendant efficiencies. Competitive
markets are also amazingly self-correct-
ing.  Even when competitive change
leads to market disruptions, the disrup-
tion ultimately results in marketplace
improvements and a focus on the fun-
damentals of serving customers.  

I am confident that out of the ashes
of the current “crisis in confidence” we
will see strides forward in accountabil-
ity, governance, financial reporting, and
transparency.  EE

Rick Priory is Chairman and CEO of Duke Energy. This article is
adapted from his speech to the Chief Executives’ Club of Boston
and is used with permission of Vital Speeches of the Day.
www.duke-energy.com.

ACTION: Identify your own lessons of light.

G o  w i t h  t h e  f l o w  o r  f a i l .
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edge, which is owned by knowledge
workers and is highly portable. They pro-
vide “capital” as much as the provider of
money. The two are interdependent.
Knowledge workers are associates.
• Old: Most employees work full-time

for the corporation. The pay they get is
their only income. New: Many employ-
ees will still have full-time jobs with a
salary, but more will be part-timers,
temporaries, consultants, or contractors.
Even many full-time people will be
employees of outsourcing contractors.
• Old: The most efficient way to pro-
duce anything is to bring together
under one management many of the
activities needed to turn out the prod-
uct. New: The axiom of  maximum inte-
gration is now invalid for two reasons:
1) the knowledge needed for any activ-
ity is specialized and deteriorates
rapidly unless used constantly; 2) the
Internet and e-mail have practically
eliminated the physical costs of commu-
nications, and so the most productive
and profitable way to organize is to dis-
integrate or outsource more activities. 
• Old: Suppliers and manufacturers

have market power because they have
information about a product or a ser-
vice that the customer neither has nor
needs if he can trust the brand. New:
The customer now has the information.
The Internet is making it easy to find.
Whoever has the information has the
power. Power is shifting to the cus-
tomer, be it another business or the ulti-
mate consumer. Many suppliers will
cease to be sellers and instead become
buyers for the customer.  
• Old:  To any technology pertains only

one industry, and to any one industry
pertains only one technology. It was
obvious what the business of a given
company was and what its markets
were. New: There are few unique tech-
nologies. Often, the knowledge needed
in one industry comes out of totally dif-
ferent technology in another industry.

In different ways, the top people at
all companies are trying to establish
their organization’s unique personality.
That may well be their most important
task. Increasingly, top management will,
in fact, be the company. Everything else
can be outsourced. EE

Peter F. Drucker is a professor at the Drucker Graduate School of
Management. This article is adapted with permission from his book,
Managing in the Next Society (Trutman Talley). 212-224-1174.

ACTION: Adapt to the trends.

The second reason for the split is a
shrinking life expectancy for organiza-
tions. In the past, employing organiza-
tions outlived employees. In the future,
employees, and especially knowledge
workers, will increasingly outlive even
successful organizations.

Second career and second half of one’s life
have become buzzwords. Increasingly,
employees take early retirement as soon
as their pension and social security
rights are guaranteed for the time when
they reach traditional retirement age;
but they do not stop working. Instead,
their “second career” often takes an
unconventional form. They may work
freelance or part-time or as “tempo-
raries” or for an outsourcing contractor
or as contractors themselves. Such
“early retirement to keep on working” is
common among knowledge workers,
who will become the largest group of
older people in America. 

These knowledge workers don’t iden-
tify themselves as “workers” but as
“professionals.” What identifies them in

their own minds is what involves
putting their knowledge to work. Such
workers have two main needs: formal
education enabling them to enter knowl-
edge work in the first place, and continu-
ing education throughout their working
lives to keep their knowledge up-to-date.

Five False Assumptions
Since 1870, we made five assump-

tions about corporations. But in the last
30 years, every one of these assump-
tions has been turned upside down.
• Old: The corporation is the “master,”

the employee the “servant,” since the cor-
poration owns the means of production
without which people could not make a
living. So, people need the corporation.
New:  The means of production is knowl-

what we need, in what form, when,
from whom, and so on. You can’t get the
most important information you need
from your information system. It only
gives you inside information. But there
are no results inside a business. Years
ago, I coined the term profit center. I am
ashamed of it now, because inside a
business there are no profit centers, just
cost centers. Profit comes only from the
outside. When a customer returns with a
repeat order and his check doesn’t
bounce, you have a profit center. Until
then you have only cost centers.

Our biggest challenge will be obtain-
ing this outside information so that we
can make good decisions. This relates to
the domestic market, the way customers
are changing, and the way distribution
systems are changing. It also relates to
technology and competition, because
both can put you out of business.

We need outside information, and
we must learn how to get it. But it is
complicated because most businesses
have two information systems: One
organized around the data stream; the
other around the accounting system. We
must begin to organize information
from the outside, where the true profit
centers exist. We will have to build a
system that gives this information to
those who make the decisions.

A few years ago, there was much talk
about the “end of hierarchy.” We would
all be one big happy crew, sailing
together on the same ship. Well, it has-
n’t happened, and it won’t happen, for
one simple reason: When the ship is
going down, you don’t call a caucus—
you give a command. There has to be
somebody who says, “Enough dither-
ing—this is it.” Without a decision
maker, you’ll never make a decision. 

In the future there will be two dis-
tinct workforces, the under-fifties and
the over-fifties, and they’ll differ
markedly in their needs and behavior,
and in the jobs they do. The younger
group will need a steady income from a
permanent job, or at least a succession of
full-time jobs. The older group will have
more choice and will combine tradi-
tional jobs, nonconventional jobs, and
leisure in whatever proportion suits
them best. Increasing longevity is one of
the reasons for the split in the job mar-
ket. A 50-year working life—unprece-
dented in human history—is too long
for one kind of work.
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at work or happier at home.
Who should your coaches be? In

selecting coaches, you may wish to con-
sider the key people who are impacted
by your behavior. This list might
include your manager, direct reports,
colleagues, customers, friends, and fam-
ily members. Don’t ask for their advice
if you don’t want to hear it! Involve the
people who can help you get better.

After determining who you want
your coaches to be, gain their commit-
ment to the coaching process. Have a
one-on-one dialogue with each person
whom you recruit as a coach. Ask them
if they will spend a few minutes each
month during the next year to help you
achieve a positive change in your
behavior. When they respond, look
closely at their faces; don’t just listen to
their words. Only involve people who
are sincerely willing to help you. 

Be honest and direct in these dia-
logues. Let them know that you’ll make
a sincere effort to improve. Don’t
promise that you will succeed. Be realis-
tic—let them know that you will proba-
bly “fall off the wagon” during the next
year. Let them know that you will be
sensitive to the value of their time.

Three Questions
Answers to three simple questions

can predict success in coaching change:
1. Are you willing to “let go” of my

past behavior and help me change my
future behavior? One mistake that we
make when we try to help others change

Recruiting Coaches

HOW CAN SUCCESSFUL

people get even
better? Successful peo-

ple are much more likely to accept
coaching from those whom they respect
and whom they see as successful.

When Beverly Kaye and I asked
great thought leaders and teachers to
describe a key event when they learned
something that made a significant dif-
ference in their lives, more than half
described a situation in which they had
received coaching from someone that
they deeply respected. In many cases,
this coaching did not come in a formal
coaching relationship (like a consultant,
manager, or teacher). Most said that the
same message would not have had
much impact if a different person had
delivered it. So, the source of coaching
can be as important as the content of
the coaching.

Positive behavioral change is much
more likely to last if the individual who
is trying to change has a “support
group” (or at least “support person”)
who is assisting in the change process.
For supportive coaches to be helpful,
there needs to be a “two-way” respect
relationship: They need to respect us
and we need to respect them.

In helping you achieve a positive,
measurable change in behavior. Your
best coaches will not necessarily be out-
side experts who have credentials or
training in your field. They may be
people who impact your life daily.

A helpful behavioral coach can be
anyone whom you respect. Your coach
can be someone who observes your
behavior from day to day. Your coach
may be a person who is part of any
valuable relationship. Your spouse,
friends, or partners may not be experts
on interpersonal behavior, but they
understand how your behavior
impacts them! They can describe the
behavior that you need to demonstrate
so that you can become more effective

is to focus on the past, not on the future.
How often have we been “helped” by a
spouse, friend, or partner who is able to
impress us with their photographic
memory of our previous “sins”? How
much does this help anyone? None of us
can change our past; all we can do is
change our future. Focusing on the past
can be demoralizing. Focusing on the
future can be energizing.

It is useless to have a dialogue with
successful people about what they have
done wrong in the past. The successful
person, who “receives” the feedback
often becomes defensive, denies the
feedback, and tries to prove that the
sender is “wrong” or “doesn’t under-
stand.” The “sender” may feel awk-
ward, embarrassed, uncomfortable, or
even afraid. Successful people tend to
resist negative feedback about their
past, but they appreciate constructive
suggestions for their future.

By focusing on the future, the coach
can cover the same material much more
constructively. Rather than focusing on
“how you made an ass of yourself in
front of the executive team,” the coach
can focus on ideas for making more effec-
tive executive presentations in the future.

Having your coach focus on the
future will make this process more fun
(and less painful) for you. Work with
someone who overlooks past mistakes
and helps you get better tomorrow.

2. Are you willing to be a supportive
coach—not a cynic, critic, or judge?
Successful people tend to respond well
to future-oriented advice that helps
them achieve their goals. They tend to
resist advice when they feel that they
are being judged or manipulated.

Improving an interpersonal relation-
ship involves a two-way effort. If we
work hard to change our behavior so
that we can have better relationships
with others, and we only receive cyni-
cism or criticism, we may give up.

Your coach needs to understand that
your efforts to change behavior over the
next year will often result in failure. We
all tend to revert back to old behavior.
The more stressful the situation, the
more likely this is to be true. If your
coach does not give up on you when
you fail in the short run, you will more
likely succeed in the long run. If your
coach expects you to fail and says, “I
knew you could not change,” your

by Marshall Goldsmith

10 E x e c u t i v e  E x c e l l e n c e

peoplecoaching

A c h i e v e  p o s i t i v e  c h a n g e .



by Beverly Kaye and Sharon Jordan-Evans

• High-potentials must be carefully
managed. High flyers often become
willing victims of talent theft.
• A recovering economy spells choice.

As the economy recovers, talented peo-
ple will be even more in demand and
will have greater choices.  
• Each generation has different rea-

sons for staying. There are now four
generations working side-by-side. Gen-
erational differences pose challenges to
employers.
• Make diversity an engagement and

retention opportunity. One organiza-
tion chose to weave key Love ‘Em
strategies into their diversity initiative.
• Mentor widely. Build learning rela-
tionships in all directions and hold all
partners responsible for the success.
• Train intelligently. Provide retention

training in manageable bites—sizing
the retention plan to

the organization.
• Create a develop-
ment culture. Identi-

fying and developing
future leaders creates a career

development culture.
• Recognize managers

who keep employees. Mean-
ingful recognition remains a

potent energizer.
• Create an internal head-

hunter profile.  When employers inte-
grate retention efforts into the culture,
headhunters have a difficult time prying
talent out.

Today’s leaders must better manage
their talent. Brainpower remains a key
differentiator. Organizations with the
best talent win. Attracting, recruiting,
hiring, retaining, and engaging top tal-
ent can make or break you. The demand
for talent is expected to outweigh sup-
ply by 20 percent through 2005. Talent
management remains a high priority. EE

Beverly Kaye is founder and CEO of Career Systems International.
Beverly.Kaye@csibka.com. Sharon Jordan-Evans is president of the
Jordan Evans Group. sjordevans@aol.com.

ACTION: Engage your top talent.

CAN YOU CREATE A CULTURE THAT

engages and retains talent?  Can
you foster loyalty and commitment?

The challenge today is not just retain-
ing talented people, but fully engaging
them, capturing their minds and hearts
at each stage of their work lives. This
leads to increased productivity, higher
customer satisfaction, and greater profits.
Engaged employees add value. The dis-
engaged employee is a casualty of talent
mismanagement.  People who
leave are physical casualties.   

How to Keep Them?
There is no mystery about

what keeps good people. The
key factors include: challenge,
exciting work, career growth, a
good boss, working with great
people, and fair pay. The mystery lies
in how to apply this knowledge.

Talent leaders share keys and
best practices to engagement
and retention:
• Reciprocity is key.

Employees are
investors in the com-
pany and expect a return
on investment.
• Retention must be part of the organi-

zation’s DNA.  Weave retention and
engagement deeply into your structure.
• Loyalty is never a given.  Loyalty

must be earned; even satisfied employ-
ees sometimes leave.
• Organizations must be seen as employ-

ers of choice. You have to compete on
compensation and benefits, but win on
culture, learning, and development.
• Mergers, downsizing and bankrupt-

cies require leaders to re-motivate peo-
ple, both during and after the crisis.
• Stars include more than just the top

1 to 10 percent! Stars are people at any
level who add value.

Engaging Talent
odds for successful change go down.

The people whom we respect can
create either positive or negative self-
fulfilling prophecies concerning our
behavior. Optimism is key in helping
people change. If your coaches commu-
nicate a belief that “you can do it,” you
will be more likely to succeed. If they
do not believe that you can change, they
may do more harm than good.

3. Will you be honest with me when
you give me suggestions for the future?
Coaches who aren’t honest with you are
not that helpful. If the coaches are
unduly negative, the person being
coached may become demoralized. If
the coaches are unduly positive, the
person being coached may be positively
reinforced for negative behavior. Nei-
ther option is useful. Just ask your
coaches to tell the truth as they see it in
assessing your behavior. 

In my work, hundreds of my clients
have asked their colleagues these ques-
tions. The vast majority of people say
“yes” to all three. In some cases, people
say “no.” Perhaps the relationship has
been too strained for them to want to fix
it. Perhaps they are uncomfortable pro-
viding honest suggestions. Perhaps they
are too busy. If they don’t want to par-
ticipate, don’t force the issue. Work with
people who are willing to help you.

Follow up with Coaches
After recruiting your support group

of coaches, ask them for their ideas on
how you can improve, either through
360-degree feedback or merely asking
for suggestions for the future.

Identify the one or two behavioral
changes that can make the most posi-
tive impact. Ask them for ongoing sug-
gestions for improvement in these
behaviors. Do not promise that you will
do everything they say. Listen to their
ideas, understand their perspective, and
do what you can. Stick with the plan
and make sure that you follow up.

If you recruit supportive coaches
whom you respect, ask them for ongo-
ing suggestions, listen to their ideas, and
follow up, you will achieve a positive
long-term change in your behavior and
improve your relationships with the
most important people in your world! EE

Marshall Goldsmith is an editor of Learning Journeys and author of
The Leadership Frontier (FT Prentice-Hall), from which this arti-
cle was adapted and used with permission. marshall@A4SL.com.

ACTION: Recruit your own coach.

B u i l d  l o y a l t y  a n d  c o m m i t m e n t .
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exchange rate.  You can imagine how
this impacts our ability to compete with
these producers.

Lower labor costs are another factor
working against U.S. businesses. For
example, Chinese clothing and furni-
ture workers make 3 to 5 percent of the
wages of their American counterparts.
Engineers in India earn $15 to $20 dol-
lars an hour.  Already, 30 percent of the
world’s software engineers work there.

And, there are still many barriers to
free trade.  For example, we still face
barriers to selling wood products into
Japan in the form of quotas or tariffs.
Although progress has been made, seri-
ous obstacles remain with increasing
value-added exports to Japan.

And now, we face a major trade bar-
rier in bringing lumber from our Cana-
dian mills to our U.S. customers.  U.S.
lumber producers have succeeded in
getting the United States to impose an
average duty of 27 percent on softwood
lumber from Canada.  This duty is cost-
ing Weyerhaeuser about $30 million a
quarter. Elements of this penalty actually
stimulated increased Canadian lumber
production.  This resulted in lowering
the price for all lumber produced in
North America during the second half of
2002 and into this year. If that doesn’t
make sense to you, I assure you that it
doesn’t make sense to me either.  

An array of factors are working
against U.S. competitiveness. Within our
industry, we see many of our domestic

Encouraging Growth

GL O B A L I Z A T I O N

affects all of us.
Residents of one coun-

try are more likely now to consume the
products of another country, to invest
in another country, to earn income
from other countries, to visit other
countries, and be affected by economic
developments in other countries.

When people in developing coun-
tries see the relative wealth of people in
developed countries, their expectations
rise. How can we bring greater pros-
perity to these nations?  For several
decades, we believed that free trade,
combined with a global economy,
would provide the answer.

Indeed, we have seen a dramatic
decrease since 1950 in the global
poverty rate, from 55 percent of the
world’s population in 1950 to 24 per-
cent in 1992.  And the decline continues.
On the other hand, globalization has
penalized some individuals, companies,
and nations to the benefit of others,
while failing to eliminate the large gap
between rich and poor nations. Global-
ization and free trade create “invisible
beneficiaries,” but “visible losers.”

Globalization is here to stay, for bet-
ter or for worse. To make it work well,
we need free trade. Although free trade
poses potential penalties as well as
potential benefits, without free trade,
business is prey to the unpredictable
distortions of politics.

Challenge of Globalization
Lately, the balance of trade has been

swinging against the United States and
in favor of other parts of the world.
Why? A relatively strong dollar is one
factor.  That makes our goods and ser-
vices more costly to overseas cus-
tomers—and foreign-made goods and
services cheaper for U.S. consumers.
For example, the Scandinavians are still
benefiting from a 21 percent cost
advantage due solely to the currency

equipment suppliers go bust because
they can’t compete with the lower-wage
structures in other nations. I sometimes
wonder if our nation can compete glob-
ally with our current combination of
high wages and benefits, high taxes, and
strangulation by regulation.

All these factors are eroding Amer-
ica’s manufacturing base.  Some 50
years ago, one-third of U.S. employees
worked in factories, making everything
from clothing to lipstick to cars. Today,
just one-tenth of 131 million workers
are employed by manufacturing firms.
The decline has swiftly accelerated,
partly because of the increased produc-
tivity of each worker but also because of
global competition. Unable to raise
prices—and often forced to cut them—
companies must find any way they can
to reduce costs and hang onto profits.

While some people may rest easily at
night with the thought that America is
fast becoming an almost exclusive
provider of information, financial ser-
vices, and other services, I cannot. Aside
from the impact on the manufacturing
company I lead, I don’t believe it is in our
nation’s interest to become an economy
of nondurable and intangible products.

David Friedman, a fellow at the new
America Foundation, echoes this con-
cern:  “Manufacturing remains crucial
for prosperity.  The average production-
sector job creates three times as many
additional employment opportunities
as the average service job.  Seattle and
Portland—which not so long ago were
lumber, aircraft, and shipping commu-
nities—have mutated into elite enclaves
over the past decade.  Soaring property
prices have driven out the working
class.  Increasingly anti-industrial poli-
cies have alienated even the region’s
most coveted manufacturers, such as
Boeing, and a once world-class cluster
of metals and machinery producers.”

Friedman attributes part of this
trend to “an almost aesthetic or cultural
distaste for blue-collar work among our
political, economic and media leaders.”
Let me suggest that America cannot
afford such a bias.

So, What Can We Do?  
How can we enhance our competi-

tiveness in the face of a global economy?
To start with, we do have some advan-
tages—and we must make full use of

by Steve Rogel
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by Art Collins

rules. When companies bend or break
the rules to win, they lose in the end—
big time. In fact, some are not around
anymore.

3. Growth companies don’t give up
when they are temporarily losing.
We’ve seen it repeatedly played out at
Medtronic where our ability to stick in
the game until a new product or ther-
apy could be introduced has been a crit-
ical ingredient in our ongoing success.
As Winston Churchill said in 1941:
“Never, never, never, never give in.”

4. The culture of a growth company
embraces change. Change is not only
accepted, it is encour-
aged. Growth compa-
nies have a bias for
action and a passion
to reinvent them-
selves. They
know that the
only constant
is change.
That’s diffi-

cult to put in
practice, since

most people are
uncomfortable with

the unknown, partly because of the fear
of failure. However, the greatest fear
leaders should have is that their compa-
nies won’t keep pace with the needs of
customers, advances in technology, or
other changes. 

5. Growth companies have an unre-
lenting focus on the needs of their cus-
tomers. Customers are invited in,
visited frequently, and always listened
to. This starts with the CEO. Growth
companies focus on what the cus-
tomers’ needs will be, not simply meet
today’s expectations. 

6. Growth companies operate in
markets that offer good growth poten-
tial. At Medtronic we are well posi-
tioned in the healthcare sector, which
represents a large and growing market.
U.S. healthcare expenditures are now
about 14 percent of GDP, or $1.3 trillion,
and may reach $2.6 trillion, or 16 per-
cent of GDP by 2010. 

Medtronic’s business is to provide
improved, cost-effective solutions for
chronic disease. We focus on large,
growing markets such as cardiovascular
and cardiac disease, neurological and
spinal disorders, and diabetes. Chang-
ing demographics also favor these mar-

WE AT MEDTRONIC

seek sustainable
growth. We are not

interested in achieving growth over a
short time with a defined end point in
mind. Some companies have growth
strategies in place to get them to a point
when they will go public, or be acquired,
or when the CEO retires. Our objective
is to always be a growth company.

10 Attributes  
Ten attributes distinguish growth

companies. These attributes easily cross
industries and geographic borders.
They represent the basics to sustain
growth. 

1. It all starts with the culture: To
sustain growth, the entire organization,
top to bottom, must be committed to
grow. Many companies are move
toward stagnation by lowering their
expectations or commitment to grow.
Growth may not always be linear, but it
is a constant requirement. Growth com-
panies have aggressive growth targets.
Individual and group performance is
measured against these growth targets.
Growth is planned for and resources are
allocated accordingly. Growth is talked
about inside and outside the company.
Growth is viewed as a stake in the
ground, one that can’t be removed.
Limited growth is simply not accept-
able. Of course, growth needs to be real
and not manufactured, illusionary, or
transitory. At Medtronic, we report
financial and business performance
completely and transparently. 

2. The will to win is evident in the
culture of a growth company. Growth
companies are highly competitive. They
don’t like to lose. Vince Lombardi said:
“Winning isn’t everything, but wanting
to win is.” The will to win needs to be
continuous. A quick, apparent victory
that sacrifices the future isn’t winning in
my book. Also, you need to play by the

Sustainable
Growth

them.  We must maintain an educated
work force. The productivity of Ameri-
can workers remains high. But many
other countries can now make the same
claim, including China! We enjoy good
access to key Asian markets, many of
which continue to grow faster than our
own.  In the case of Weyerhaeuser, some
of the best tree-growing regions in the
world exist here in the state of Washing-
ton west of the Cascades.

There are opportunities.  For exam-
ple, Asian countries, excluding Japan,
will account for 55 percent of projected
world paper and paperboard growth
over the next 10 years.  We aim to get
some of that business.  To do so, we
must continue to cut costs.

We also need a favorable business
environment—including less of a tax
burden on the growing and harvesting
of timber. We want to be a good corpo-
rate citizen and pay our fair share of the
taxes that keep a state healthy, but we
also have to compete against companies
in other states and countries.

It is natural for all parties to attempt
to shift taxes to someone else; however,
we must never forget that business is
the engine of growth for the economy.

The states and private sector must
work together to foster a more pro-busi-
ness environment.  A key step would be
to agree upon and execute decisions
under clearly defined timelines and
processes.  A business considering risk-
ing capital on a project needs a reliable
process for moving forward.

The tax burden on business, regula-
tory delays, and traffic gridlock are my
major concerns with our business envi-
ronment.  We will do business in Wash-
ington state—as long we can still meet
shareholder expectations. We like it here.
We have roots here.  But we must remain
competitive, and we need a conducive
environment for profitable business.
Never has it been more important to
maintain a highly educated work force
to provide leadership and collaboration.

We need to put resources toward
building a 21st century infrastructure
and creating a tax and regulatory sys-
tem that encourages businesses to come
to, grow in, and remain in our states. EE

Steve Rogel is chairman, president and CEO of Weyerhaeuser
Company. This article is adapted from his speech to the American
Institute of Chemical Engineers  and is used with permission of
Vital Speeches of the Day. www.weyerhaeuser.com.

ACTION: What can you do to grow?

Master 10 basic attributes.
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options. Our CareLink patient manage-
ment system allows patient conditions
to be remotely monitored by our
implanted devices and makes that infor-
mation accessible by physicians through
advanced telemetry and the Internet.

2. The changing requirements for mar-
ket development and new product intro-
ductions. Successful growth companies
don’t just introduce new products into
existing markets—they create new mar-
kets. If you want patients who need your
products, you can’t just develop new
products and announce “here they are!”
Today, you need to ensure that your new
product or service is adopted as the stan-
dard. Since people are becoming more
proactive in managing their healthcare,
we communicate directly with them,
using public relations and web-based
approaches, not just advertising. The
goal is to improve patient access and
accelerate the adoption of our new prod-
ucts as standards of care. Every step in
the process is important in creating a sig-
nificant new market. A company that
can’t operate across the full spectrum
from product development to adoption
as a standard of care will have its growth
prospects diminished.

3. The increasing need for cre-
ative partnerships to ensure suc-

cess. One company may not
possess all the skills to ensure

success. Hence, successful
growth companies will pursue

enhanced partnering. This
trend will result in some inter-

esting alliances.
We have expanded the breadth of

Medtronic’s partnership initiatives and
the areas that may be ripe for further
collaboration going forward. For exam-
ple, we are exploring several potential
arrangements to address large markets
such as diabetes and heart failure. The
complex world of intellectual property
will require unique arrangements, often
between would-be competitors.

To ensure sustainable growth, you
must create a growth culture and be on
top of the trends that impact your indus-
try. That bodes well for leaders who
innovate, plan well, react quickly and
astutely, and know that “the best way to
predict the future is to invent it.”  EE

Art Collins is Chairman & CEO of Medtronic, ranked as one of
Fortune’s Top 100 Companies to Work For. This article is adapted
from his lecture at Georgia Tech-Parker H. Petit Institute.
www.medtronic.com.

ACTION: Aquire attributes of growth companies.

year period. That growth has not
always been linear, but we’ve worked
hard not to disappoint our customers,
employees, or investors. 

10. Great growth companies all have
talented, committed great people. Peo-
ple make the difference. Great compa-
nies attract talent, retain talent, and give
talented people the chance to excel. This
is hard work, but it pays off. While set-
ting the right vision and strategy is
important, getting the right people in
the right positions is equally important,
since great visions with mediocre peo-
ple still produce mediocre results.

Adapting to Trends
Successful growth companies will

need to be nimble. Often simply excelling
at the basics isn’t enough to sustain
growth and continue a track record of
success. We have all seen seemingly
well-run corporations stumble because
they failed to deal with unanticipated
changes. Three trends will influence our

future growth and per-
formance.

1. The impact of converging technolo-
gies. Converging technologies will pro-
vide improved, cost-effective patient
outcomes. Incorporating technological
advances into medical devices is an
important part of our success. These
advances will include device miniatur-
ization and longevity, improved physio-
logic sensors and diagnostics, enhanced
biomaterials, and less invasive surgical
and implant techniques. These advances
will be complemented by those in
biotechnology and information technol-
ogy. New device/biologic combinations
will become more prevalent. Many of
our devices have sophisticated comput-
ing and communication capabilities.
And, with the explosion of IT, our
devices will offer expanded patient
information and remote monitoring

kets and our business. In the U.S. the
number of people age 65 or older will
nearly double by 2025. The healthcare
industry in general, and our markets
specifically, have been relatively resis-
tant to economic downturns. 

7. Growth companies establish mar-
ket leadership positions in all or most
of the market segments in which they
operate. Market leadership brings
many benefits. Market leaders invest
more resources in sustaining their
growth and benefit from the aura of
being number one. At Medtronic we are
the leader in most of the market seg-
ments in which we participate, and we
work hard at enhancing that market
leadership position. However, there is a
danger in focusing on beating your
competitors. At Medtronic we pay
attention to our competition; however,
our mission is to alleviate pain, restore
health, and extend life. That mission
reminds us that the true enemy is not
our competition but the various disease
states against which our products and
therapies are directed. 

8. Companies that deliver sustain-
able growth invest heavily in their
futures. At the same time, they are disci-
plined and expand only into areas
where they can add value or leverage
existing capability. Currently, our
R&D expenditures are over 10 per-
cent of revenues and are annualizing
at about $750 million, and over the
last five years we have concluded 13
acquisitions. This investment has paid
off, as 66 percent of revenues come from
products introduced in the last two
years. 

However, whether directing internal
R&D efforts or implementing an acqui-
sition strategy, companies that go too
far afield get into trouble. As part of our
mission, we direct growth in the area of
biomedical engineering where we have
great strength and ability, and avoid
areas where we can’t make unique and
worthy contributions.

9. Great growth companies find a
way to meet challenging expectations
and develop a track record of reliability
consistently. We focus on this at
Medtronic, and we are proud that over
the last decade our sales and earnings
per share have increased at compound
annual growth that has outpaced our
stated objectives of 15 percent growth in
revenues and earnings over any five-
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Many companies do not have the strate-
gic talent and experience. Yet, recruiting
and hiring the right people often creates
financial strain and compromises objec-
tivity.  The first question is whether you
can even attract the right talent. If you
can, how can you afford the compensa-
tion package and what will the repercus-
sions be with your other senior people?
How long will it be before these new
resources start promoting their own
agendas and putting out their own fires?  

Deep down, you realize that if you
keep spinning your wheels, you will only
sink deeper into the mud.  You know you
need traction. You know that oppor-
tunism—exploiting chances offered by
circumstances without reference to a
greater plan—is a reactive mindset.  You
know you must be proactive and take
action.  You know you need to solve the
riddle of how to reach performance
potential in a challenging market.  

So, how can you get focused? What
should you do? Where
should you start? 

1. Place the customer at the center of
your strategic thinking. Answer four
questions:  1) What are our most prof-
itable customer relationships? 2) How
did they start? 3) Why did they buy
from us, and why do many continue
buying? And 4) What value do they see
in a relationship with us? Then go meet
those customers face-to-face. Business is
about the customer. Once you collect
rich and robust customer data, formu-
late a strategic response to the question:
How are we better by being different?

Stuck in the Mud

AS P O R T S C A R M AY

have great speed
and performance capa-

bility, but if it gets stuck in the mud, it
can’t perform up to its potential. If you
hit the gas, you just hear tires spinning.
That’s the sinking feeling of the CEO
Conundrum.  The engine is racing but
you’re not getting where you want to go.

CEO’s are working harder than
ever: Dealing with constant pressure
from every constituent—creditors, sup-
pliers, shareholders, customers, and
employees; putting out fires; trying to
hit the monthly numbers by ratcheting
down expenses and scratching for
every possible dollar of revenue.  

Hoping for a catalyst, you might hire
a new sales manager, hit the market
hard with a hot new technology prod-
uct, cut out the company’s 401(k) match,
announce a new sales compensation
plan, and re-forecast the financials every
two weeks to keep the banks at bay.

But you might as be carrying water
in a sieve.  You are slogging it out in the
mud.  And all that time you are work-
ing in the mud with your head down,
you make your biggest mistake. You
lose sight of the customer. You and
everyone else become internally
focused and far too opportunistic. You
are chasing the quick hit and the big
deal, trying to time the market and
improve your operating efficiency.   

Opportunism is perhaps the greatest
impediment to breakthrough perfor-
mance.  While we might not see it dur-
ing the good times, the flaws of
opportunism are fully exposed in a
competitive environment.  A market
downturn reduces demand and trig-
gers intense price competition, expos-
ing an opportunistic business model.

Getting Out of the Mud
Why is it so hard to get out of the

mud?  Mostly, it is because of poor focus
due to a lack of strategic resources.

2. Ask four frame-breaking ques-
tions: 1) What business are we in? 2)
What business can we be world class
at? 3) What’s our passion? And 4)
Which characteristics of our business
should be eliminated?  Reduced?
Raised?  Created? These questions turn
the focus back to basics. When Vince
Lombardi began rebuilding the Green
Bay Packers, he held up a football and
said, “Gentlemen, this is a football.”

3. Refine and validate the strategy
with customers, prospects, suppliers,
employees, and shareholders. Everyone
needs to “get it,” to clearly see the com-
pany’s value proposition.  Then, the
functional activities of the business—
marketing, sales, human resources,
technology, finance, and operations—
must be properly aligned with the key
strategies.  Alignment enables opera-
tional success.

4. Establish a methodology to execute
the strategy. There must be clear focus
and accountability, and an unwavering
commitment to strategic results.  With a
defined and disciplined methodology,
the greatest hazards to strategy—distrac-
tion and compromise—can be kept in
check.   When operating activities sup-
port and reinforce strategy, decision-
making for the CEO and others gets
better and easier: “If it doesn’t fit the
strategy, we simply don’t do it.”  The
CEO must show conviction to strategy
through action, personal courage, and
professional discipline.

5. Focus on achieving early wins to
build business momentum. Strategy is
not a once-a-year exercise, but a vibrant,
everyday priority.  Strategy is not
merely a plan; strategy is a mindset. To
identify early win opportunities, focus
on activities that take little time to com-
plete but have high impact. How do
you find these early wins?  Get back in
touch with your best customers.

Replace opportunitism with strategy.
Put customers, not competitiors, at the
center of strategic thinking. Replace
tired excuses with refreshing ideas. Talk
about sustained momentum rather than
surviving until the economy improves.
If you do, people will be excited about
delivering superior service rather than
just happy to have a job. EE

Bob Hogan is a partner in Hogan/Brown/Loomis. rjhoganjr@attbi.com.

ACTION: Recognize customers as traction.

by Bob Hogan
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6. What’s the competition? Regard-
less of how good a technology is, if com-
peting technology already owns the
market, gaining a foothold will be tough.
There’s an adage in semiconductors:
“Gallium arsenide is the future of chips,
and it always will be.” In the case of gal-
lium arsenide, the competitor is silicon,
which works off a huge installed base
and is constantly being improved.

7. What is it like? Sorting creates a
context for analysis by providing points
for comparison.  In IT, five themes may
be used to classify new technology: 1)
Pervasive computing—wireless, mobile
devices, and extensible markup lan-
guage; 2) Knowledge management—search
engines, machine translation, collabora-
tive filtering, and social network analy-
sis; 3) Real time—chat, anticiparallelism,
caching, and storage area networks; 4)
Deep computing—visualization, data
mining, and pattern recognition; and 5)
Ease of use—personalization, single sign-
on affective computing, and intelligent
agents. Can’t decide which theme is
right?  That’s not unusual since new
technologies often are blends.  See what
you learn as you try to categorize it in
different ways. If you’re unhappy with
this list, list emerging technologies and
invent your own categories.  Provide
reference points and gain understanding.

8. Where does it fit? Nothing exists
in isolation and almost all advances

depend on other technologies to
create value.  What does it work

with?  What infrastructure is pre-
supposed?  See the technology in a

richer context.
9. What’s the value proposition?

This is a big consideration.  What
promise is being made, and can it be

fulfilled?  Look for surprises. 
10. Are there any obvious barriers?

Look at the business model, industry
standards, safety issues, privacy con-
cerns, or contractual obligations.   

11. If it’s magic, how big could the
change be? Okay, assume the emerging
technology is all it claims to be.  Is it still
a big deal?  Does it matter?  Scale your

Evaluating Technology

WHAT CAN YOU DO TO

identify and eval-
uate advancements in

technology? Here are 20 questions to ask:
1. What’s new? Sometimes the

answer is “nothing.”  Hype is often used
to dress up an old product or to push an
offering that is already available from a
competitor.  “New and improved” may
be neither.  Still, a novel combination
may have great impact.  

2. Is it real? Often there’s not
enough information to answer this one,
but that’s not an excuse not to ask.  Some
dot.coms would have gone nowhere if
investors had pushed for proof.   

3. How far along is it? Is it a pro-
posal, a prototype, or in production?
Most new technologies make little
impact or fail.  The path to adoption is
not as long as it once was, but still ardu-
ous. The further along the technology is,
the more seriously you should take it.

4. Where’s the push? Though gov-
ernment and corporations occasionally
make foolish investments, they have
established protocols that screen out
the worst schemes.  They also risk their
reputations if they back a loser.

5. Is anyone using it now? Often, a
new technology will
find a comfort-
able
niche
years
before it
finds its
true
market.
The real-
world expe-
rience of a
technol-
ogy in

another
realm can validate its

capability and suggest
possibilities.

response to the potential impact.
12. If it’s magic, who gets trans-

formed? Is my value net affected?  Will
it hit me, my customers, my partners or
my competitors?  

13. Where will value be captured?
Any link in a chain could become com-
moditized, while another link could
become the premium.  Technology can
often cause such a shift.  Who will own
the market’s control point in the future?

14. Which of my capabilities is
affected? If you don’t want to do a
capabilities analysis, consider your key
processes, such as procurement, plan-
ning and development.

15. What are the risks and benefits?
Be alert to the strategic implications.

16. What are the costs? A realistic
estimate of the time, money, and per-
sonnel required to adopt a technology
can put its value into perspective.

17. Who needs to play? The inven-
tor?  The government?  Industry?  Peers? 

18. Can a timeline be constructed?
Identify all the milestones for adoption
and if you have a sense of how early or
late each might occur.  This is critical to
determining the timing of any response.

19. What’s my move? Responses
range from doing nothing, monitoring
activity, starting a crash program, or
buying a company.  You can’t know the
absolute answer now, but you can
guess, given your goals and priorities.

20. How do I make this happen?
This is where you put your imagination
to work, but not your bank account.
Any real investment should be preceded
by a rigorous analysis.  However, at this
point, you probably have identified
something that merits such an effort.

Each of these questions presupposes a
positive—or interesting—response to its
predecessor. In fact, a good question to
start with is: What is it? What is the capa-
bility of the technology being considered,
and do we understand it well enough to
proceed through the questions?

Most technologies don’t make it far
down the list, and that’s okay.  Usually,
much is learned along the way. In fact,
consider this as a brainstorming activity
to capture your team’s comments. EE

Peter Andrews is a consulting faculty member at IBM’s Advanced
Business Institute and author of “Consultant’s Edge,” an analysis of
new technologies and trends. www.ibm.com.

ACTION: Use these questions to evaluate new
technology.

by Peter Andrews
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able. From that day forward, I did all I
could to see that decisions were made
by leaders who were accountable.

To get focused, we addressed the
question: What businesses are we really in?
We developed a vision and a strategy to
realize that vision. From my years in
AT&T management, I knew the prob-
lems that come from the lack of a clear
and compelling vision that everybody
understands, accepts, and executes. 

To get some clarity about a strategic
focus at Lilly, I made a list of the issues
the company was facing. Six priorities
emerged: 1) Get the company opera-
tionally under control; 2) Restore stake-
holder confidence; 3) Move quickly to
increase shareholder value; 4) Make the
tough strategic choices; 5) Rekindle and
refocus our core values; and 6)
Strengthen and deepen our leadership. 

Regaining the Focus
There were no easy answers, but we

had to make some choices. Even if a
strategy is wrong, if an organization
enjoys the full support of its people, is
focused on what it does best, and moves
collectively toward a shared vision of
the future, it will have more success
than going down the best path, but not
as a team. Only with shared support can
a company quickly understand what
strategies are working. Success comes to
those who are focused on the businesses
they know how to operate successfully.

When I became Lilly’s Chairman and
CEO, I concluded that we were not as
focused as we needed to be. Our senior
leaders were spreading their time across

Focusing the Boxes

WHEN MY DAUGHTER

Paige was eight
years old, she joined a

soccer league. I knew little about soc-
cer, but what mattered to her was that I
drove her and her friends to the local
park each Saturday for their games. 

Roaming the sidelines, I observed
one “law” with young soccer players:
Without guidance to the contrary, wherever
the soccer ball is on the field, all the players
from both teams will be right on top of it—
and the rest of the field will be vacant.

Over the years, I have found a corol-
lary in the corporate world: No matter
how many important issues demand atten-
tion, everyone on the management team,
without guidance to the contrary, will gravi-
tate toward the highest-profile issues—and
the rest of the field will be vacant.

This “law” was the prevailing cul-
ture at Eli Lilly. Senior managers would
gather in meetings for discussions on a
number of issues. These were capable
people who had narrow but deep
responsibilities for overseeing func-
tions. Each of them attended most
meetings, even though one of them
could have been responsible while the
rest were off addressing other busi-
nesses. We didn’t all need to cluster
around the “soccer ball.”

One day one manager made a com-
ment that had a profound impact on
me. In describing an aggressive com-
petitor, he said, “They are tough com-
petitors because they are focused on
their business and act as if their future
depends on their success in that market.”

I wondered why we weren’t doing
the same thing. Shortly after that meet-
ing, I tried to determine who in our
company was responsible for that area
of business and was amazed to learn
that I was!  And I wasn’t spending
much time on it.

Having committees make decisions
meant decisions were often compro-
mises, and no one was really account-

a wide array of assets, and not in pro-
portion to the importance of each activ-
ity to our strategic future. Lilly was in
the human pharmaceutical business, the
plant science business, the animal health
business, and the medical device busi-
ness.  In 1992, the year before I became
CEO, the medical devices and diagnos-
tics division generated $1.2 billion in
sales, about one fifth of the company’s
total revenue. The revenue figures
looked great. But owning these busi-
nesses was not creating shareholder
value. So, we made tough decisions
about the company’s future course—pri-
marily that the focus of the company
would be on human pharmaceuticals. 

The rest of our strategy culminated in
two other major decisions. We would
need to develop or enhance capabilities
that would be critical to our success
going forward, and focus  aggressively
on building our businesses in markets
outside the States to reduce our depen-
dence on our home market. To commu-
nicate this vision to our stakeholders, we
developed “the cube,” which provided
on a single slide or piece of paper the
basis for describing our strategy in terms
our employees and others could grasp.

Strategy Before Structure
Structure must follow strategy. My

inability to find anyone in charge of
Lilly’s various businesses is not uncom-
mon in functional organizations, since
the units manage isolated activities.

Lilly in the early 1990s was largely a
functionally organized company.  There
were many experts in functions we per-
formed, but few who were senior-level
experts in the businesses we were in. 

Selecting the appropriate structure is
simply a question of choosing the
appropriate tradeoffs.

It’s important to sort out what is
really needed and match the structure
to the mission that’s been assigned and
the particular market circumstances. 

Occasionally the choice of a structure
will create a situation that is so dysfunc-
tional that success can never be
achieved until the structural barriers are
removed. The authority simply doesn’t
match the accountability. Changing the
structure alone will not create success;
but it may create a structure where suc-
cess can be more readily achieved.
Changing from one structure to another

by Randall Tobias
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by David A. Wachtel

your company. Eventually, you can’t
hire the best and so you hire who you
can.  It takes six months to fully train a
new employee.  Production lags, service
deteriorates, and customer relationships
are destroyed with the loss of their key
business contacts.  These relationships
are redeveloped for your competitors.
Business leaves with key employees
due to their control of the relationships.
Sales goals are not met.  Revenue plans
are missed.

Managers are trained in planning
and achieving goals.  Few are promoted
for their people skills, but these skills
are crucial when implementing change.

Preventing the Spiral
It does not have to be this way.  How

can the downward spiral be prevented?
Executives must clearly communi-

cate the “vision” of the future: how it
looks, why it is better, and how every-
one fits into the new picture. 

Mid-level managers must communi-
cate the new vision to their teams,
answer their questions, and clearly com-
municate how the team and individuals

fit into the new picture.
They must identify
issues that may come
up with their employ-
ees, and coach them
through the change
process. Employees
need to feel they can
go to a manager to dis-
cuss reasonable and

relevant emotional issues.  
Employees and managers must

receive survivor skills training to in-
clude: conflict resolution and communi-
cation skills, self-help training for deal-
ing with tension and stress, and “self-
talk” skills so they can identify when
they are creating their own problems.

Not addressing these issues sends a
message that the company really does
not care how the survivors feel.  The
damage in lost staff and customers can
be far more expensive than meeting the
emotional needs of the people on whom
the future of your company depends.
Providing support to survivors will
strengthen loyalty and  help prevent the
downward spiral.  EE

David Wachtel is president of Hautacam Consulting, Inc.
317-872-5374, www.hautacamconsulting.com.

ACTION: Provide survivor training.

WHEN DOWNSIZING,
management

tends to focus on strate-
gic planning, which includes support for
displaced employees, rather than those
who survive the change.  The survivors
also need support to deal with the emo-
tional issues of what comes next?

What managers often forget is that
they have staked their future on people
who have been damaged by the emo-
tional upheaval resulting from the
change.  If a company’s future is based
on the performance of the people who
remain, it makes sense to ensure their
emotional well-being and productivity.

The downward spiral begins when
emotional support is not pro-
vided.   The ones selected to
remain to secure the com-
pany’s future have questions
and concerns.  Trust and
morale are low.  Manage-
ment’s credibility is in ques-
tion.  Many people are asked
to take on additional respon-
sibilities.  “We’ll just have to
do more with less.”  Some are asked to
take on different jobs, maybe even new
jobs that have to be invented due to this
change.  “Just be happy you have a
job,” is the common response. Why?
The human side of change is rarely con-
sidered.  Most of us are more comfort-
able with plans and facts than emotions.

The best people, the ones on whom
the company’s future depends, can go
elsewhere.  And they will if they feel the
message is, “Okay, we’ve made this
change—now figure out how to make
this work.”  They begin to think the dis-
placed employees are the lucky ones!  

The problem deepens when your
best people join a competitor. Turnover
is now a problem. Former employees
begin to talk about your working condi-
tions to outsiders.  This dissuades
potential employees from working for

Avoid the 
Down Spiral

in the belief that it will fix the prob-
lem—whatever the problem may be—is
a big mistake. It just doesn’t happen
that way. Structures are really only
about tradeoffs. 

Changing Culture
Culture is often closely attached to

the existing structure—hence, deep
rooted, resilient, and enduring. So, when
changing structure, the management
team may find that changing the culture
is the single most difficult task. Transfor-
mation can’t be achieved by issuing
policies and making speeches. It
requires a sustained effort to educate
people about a new way of doing
things, to eradicate the old habits that no
longer work, and to validate the benefits
of change as they occur. And it requires
honest introspection and change at the
personal level. This process must come
from the top down. If  top managers
behave according to the old culture,
everyone else will do so as well.

When organizations fail, their mis-
steps can often be traced back to the
moment their leaders succumb to the
allure of trying to fit round-peg formu-
las of past successes into square-hole
strategic plans for future battles. While
their strategies might have changed on
paper, their visionary plans often go
awry when the roles, skills, and very
faces of the people driving their bold
schemes do not change. Businesses
often find themselves with people who
possess the ideal sets of skills and are
aligned in a way to bring them suc-
cess—20 years ago.

In my experience, the thin line sepa-
rating the winners from the losers is
often determined by how well leaders
choose and structure jobs for their peo-
ple in a way that is consistent with its
plans for tomorrow, not yesterday.

Leadership is about producing
results through the initiative of others.
It’s about teams and clearly defined
roles. It’s about learning to be comfort-
able with delegation. And, it’s about
creating a structure and culture in
which people are empowered to make,
implement, and own decisions. In short,
leadership is about setting up people to
succeed. EE

Randall Tobias is Chairman Emeritus of Eli Lilly and former vice
chairman of AT&T. This article is adapted from his book, Put the
Moose on the Table (Indiana U).

ACTION: Regain your strategic focus.

C a r e  f o r  y o u r  s u r v i v o r s .

changeimplementation
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performance. But shouldn’t employees
perform well on the work specified in a
contract if they are being paid well for
it? Not necessarily. Tsui found that per-
formance on the specific work agreed
upon in the contract was still much
lower than when employers also
invested in development. Decreasing
expectations for ‘extra’ efforts did not
allow employers to get superior task
performance while investing less.

If we cannot easily create a relation-
ship where we can invest less, is there a
type of relationship that will give us
more for our development dollar? Tsui
identified two types of organisations
that invested highly in their employees. 

Partnership style. The first type was
more of a ‘partnership’, where the
employer-employee relationship was
more open and less specified. Here,
employers were willing to invest in
their employees, but had high expecta-
tions in return. These organisations had
cultures where employees were
expected ‘to do whatever was needed’,
and generally, ‘to work for the benefit of
the organisation’. 

Contractual style. The second type
was the more ‘contractual’ relationship.
In this case, employers were willing to
invest in their employees, but defined
the tasks for which high performance
was expected. 

Results showed that most indicators
of performance were similarly high in

Developing Employees

BO T H E M P L O Y E E A N D C O M PA N Y

performance improve when organ-
isations provide training and develop-
ment. Fostering talent is more than
singling out stars—it’s about making
sure all employees perform at their
best. In the current environment of
rampant flattening and downsizing,
not only must each employee’s effi-
ciency and productivity increase, but
often their range of skills and knowl-
edge must expand to take on added
responsibilities. In these lean times,
managers need to know how to max-
imise return on investment. Recent
research gives us some insight into the
relationship we need with our employ-
ees in order to get the best from our
development dollar.

Employment Relationship
Studies by Ann Tsui of the Hong

Kong University of Science and Tech-
nology and her colleagues explored the
performance of almost 1,000 employees
across different positions in multina-
tional companies. Their initial results
were no surprise—when employers
made a high investment in their
employees’ development in terms of
training, development planning and
promotion opportunities, employees’
performance was superior. Further-
more, citizenship behaviours (‘extra’
efforts not directly required by the job),
commitment to the organisation and
job satisfaction, were higher while
turnover and absence rates were lower.

But is it possible to create a relation-
ship where organisations can invest
less without negatively affecting per-
formance? Perhaps in cases where the
employer does not ask for too much,
clearly defines work tasks, and pays
well for these tasks, additional invest-
ment might not be necessary for high

the two types of relationships. There
was a high level of basic task perfor-
mance, citizenship behaviour, trust in
co-workers, perceived fairness and
commitment to the job. There was,
however, one important difference.
When employers had high levels of
investment in their employees but did
not match this with high expectations
for ‘doing whatever is needed for the
good of the organisation’, employees
had a much greater chance of leaving
the company. In other words, we need
to expect more rather than less from our
employees in return for our investment.

Why would this be the case? Perhaps
employees do not feel as bonded to an
organisation when they do not have a
reciprocally high level of investment.
Employees may get an additional sense
of meaning and satisfaction from work
when they feel more involved and
empowered to contribute. There are
indications that highly specified
employment contracts do not facilitate
trust and may actually inhibit the exact
behaviours that we want to encourage.
This is especially relevant to organisa-
tions in uncertain environments where it
is not easy to predict exactly what tasks
will result in superior performance next
month or next year. Performance is bet-
ter motivated by trust and social com-
mitment than by economic exchange.

What Have We Learned? 
Managers wanting superior perfor-

mance, high citizenship behaviours,
low absences and low turnover will not
only invest highly in their employees,
but will also have high expectations of
them in return. Employers can fail to
maximise their investment if they do
not encourage employees to become
full ‘partners’ responsible for all aspects
of organisational success. Creating a
culture of flexibility and trust without
highly specified contracts, and encour-
aging behaviours ‘for the good of the
organisation’ is a necessary prerequisite
to getting maximum return on your
investment. EE

Dr. Anne Lytle is a senior lecturer in organisation behaviour and
the Program Director for the Accelerated Development Program at
the Australian Graduate School of Management, Sydney. She con-
sults on managing people and teams. alytle@agsm.edu.au. Karen
van Druten is a strategic HR consultant and doctoral candidate
with Mt Eliza Business School, Sydney branch.
Karenvd@bigpond.com.

ACTION: Invest more, expect more.

by Anne Lytle and Karen van Druten
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it. And they keep doing it, again and
again. This is quite challenging because
saying what you are going to do sets an
expectation and a target. For most
organisations this invites an assessment
of failure. For winning organisations it is
an opportunity to demonstrate success. 

Seven Factors
Seven factors for effective execution

contribute to delivering results.
1. Clear processes. Knowing what

you are expected to do—having clear
processes—is an important ingredient
for delivering outcomes. Having struc-
tures that support these processes and
delegating the authority and responsi-
bility to carry out the processes—and
making decisions quickly in borderline

cases—supports the completion of the
organisation’s tasks and activities. Irre-
spective of whether the process is struc-
tured, informal or democratic,
acceptance by those who are responsi-
ble for making the process and deci-
sions work is critical.

2. Operational and technical effi-
ciency. Effective execution means being
efficient. Operational and technical effi-
ciency is about using systems that work
to achieve expected objectives. These
objectives usually relate to cost, quality,
speed or service. 

3. Taking personal responsibility.
Attitudes which people take to the sys-
tems and processes will significantly
affect outcomes and the results that will
be delivered. To get effective execution,
people need to take responsibility for

Effective Execution 

THERE IS MANY A SLIP

‘twixt the cup and
the lip—Greek proverb

This final article in
the four-part series looking at the
research from Mt Eliza Business School
of what makes winning organisations in
Australia, discusses the importance of
executing strategy. The research investi-
gated 11 organisations and identified
nine timeless elements of success. 

Being a winning organisation in
Australia has little to do with charis-
matic leaders, seeking breakthrough
ideas, rolling out precise mission state-
ments or creating the perfect organisa-
tional structure. The 11 organisations,
nominated in a survey of 1,000 CEOs,
were Woolworths, Telstra, Westfield,
Salvation Army, Rio Tinto, Qantas,
National Australia Bank, Macquarie
Bank, Lend Lease, Harvey Norman
and Brambles.

Execution Is Pivotal
Understanding what it takes to be a

winning organisation starts with execu-
tion. Conventional wisdom might sug-
gest this should be one of the last
elements and perhaps even the end
result of doing everything else well.
When developing the framework we
thought that leadership or strategy for-
mulation should be the logical starting
point. But as we constantly asked the
question, ‘What really makes these
organisations different from others?’,
we recognised that it was the results
that they delivered that caused success.
The organisations were therefore cho-
sen on the basis of their results. It is
effective execution that enables them to
deliver these results. That is what
makes them different. 

Most organisations disappoint their
stakeholders by their failure to deliver
what they say, what they promise, and
what they promote and market. On the
other hand, winning organisations say
what they are going to do and then do

the performance of their part of the
organisation. Open and direct feedback
from management during planning and
execution is essential.

4. Good management control sys-
tems. Winning organisations need
robust management control systems to
check whether they have clear processes
which are efficiently undertaken by
responsible people. Controls begin dur-
ing the planning and approval process.

5. Rigorously measure performance.
In using systems and processes to
achieve results, winning organisations
are differentiated by the rigour and dis-
cipline they apply to make them work.
This usually involves setting targets
and developing a small set of key per-
formance indicators.

6. Handling mistakes positively.
Winning organisations are not error free
in their execution. However when an
error is made, they expect people to
admit it early, fix it as quickly as possi-
ble, learn from the mistake and never
make the same mistake twice. They treat
mistakes as opportunities to improve.

7. No cross subsidisation. Effective
execution involves focusing on deliver-
ing results at each unit level as much as
it does across the organisation. The poor
performance of a business unit is not
allowed to drag down the performance
of the organisation (or at least not for
long). Every business unit needs to meet
the standards and pay its way. 

Winning organisations do what they
say. They announce what they plan to
do and they get the job done, on time
and on budget. They have clear
processes for execution, efficient opera-
tional and technical systems to assist in
delivering the required results and peo-
ple who take responsibility for the out-
comes of their work. The organisation
has good control systems and rigorously
measures performance. Winning organi-
sations learn quickly from their mistakes
and do not cross-subsidise business
units. These factors give winning organ-
isations the ability to effectively execute
their plans and strategies. EE

Graeme Cocks is Professorial Fellow in Management at Mt Eliza
Business School specialising in business integration and organisa-
tional excellence. This article is based on the book The First XI;
Winning Organisations in Australia he co-authored with Graham
Hubbard, Delyth Samuel, Simon Heap. Contact  03 8696 6755 or
email:  gcocks@mteliza.com.au.

ACTION: Apply these practices to your execution
of strategy.

by Graeme Cocks
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