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THE SUMMARY IN BRIEF

Don't let suces put your company ontheroad to ruin. When leadersof
organizationsexperiene meanirgful leves of sucess or peiods of stablity,
theytendto bdieve thattheyareentitled to continued successinto thefuture.
In many cases manaersbemme complacent, comfortable and mediocre, when
in fact they should be building on all the thingsthey havedonewell in the past.

It is importantto realize tha peopk and businesses fall into this success
trap. It hgppensto entirecompanies and departments, to smdl groupswithin
organizationsandto individuds. All are susaptible to the peris of success.

Robet Herboldwrote Seducad by Sucessin an effort to hdp individuals
and organizationsbemmesuccessfuland stay suaessful. This sunmarywill
showyou how to look past your current suacessor stability and consantly
probefor newandbetter ideas andwaysto do things.Herbold showscompa
nieshow to awid the nine traps of sucess— thelegacy practices thatalmost
felled giants suchas Geneal Motors IBM and Apple.

Theissue of how to put past sucesses in pergective is aso addressed,
showing readerstha they shouldnot rely too heavily on what worked yester
day or what'sworking today It's too easy to betrappeal in the exhilaraion of
the present andto bdieve you've foundthetrue and everlasting formula for
sushina sucess

INTHIS SUMMARY, YOU WILL LEARN:

e How GM’s sua@essgradudly led to its downfall.

* WhatstepsDaimlerChryger took to beammea manufecturer of unique
automoblies.

* How afocuson detals and execution hdps organizationsavoidthe trap of
boredom

* How Southwed Airlines rose to the top of oneof thetoughesindusties.
* Which three guiddines arenecessay to clearly communtate expecétions.
* How Apple managel to make a comeback with iTunes and theiPod.
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THE COMPLETE SUMMARY: SEDUCED BY SUCCESS

by Robert J. Herbold

Suacessls a SeriousBusiness
Vulnerability

Thevulnerailities resuting from suaesscanbring
down individualsandorganizationsof all sizes. For
exanple, look atwhathashapp@edto Gengal Motors,
or GM, a 98-yaar-old cormpanythattook theleadership
of the automobilebusinessaway from Fordin the
1920s.In the 1950sit becamehe largestenployer in
thefreeworld and thefirst firm to make $1 billion in a
year In themid-1970s,GM had almosta 50 percent
market share in the United Staes as well asthe best
sdling modelin America,the Oldsmobile Cutlass.

However, for the next30 yeas, it wasdownhill for
GM. By ealy 2006, its financia problens werestagge-
ing. It hadlost$8.6billion in the prior yea, andits
market value wasdown to $11 billion. How could suc
anincredibly suc@ssfulcompany expeience athree
decale-long decline?

For 30 years,GM watchedlgpanesecarcompanies
cometo America andbuild nonunionplantsthatturned
out distinctive-looking carswith world-classqudity and
industy-leadingefficiencies.The car manutdurer
nevercameto grips with the enormousonstraits that
were put on the companyby its rigid legacypractices.
Beddeshavingmodek describé as“too timid to exdte
conaimers,"the companysinacion on thelaborfront
waskilling it.

By 2005,it hadalmost700,000retirees and their
dependatswho relied on GM for pensonsandhealth
care spendingon this carre to roughly $2,200for every
vehicle that GM built andwasthe key reasorthat the
compaly lost$1,2270n eachvehicle it soldin North
America Yearafter year,GM wentblindly along, pro-
ducingunexciting carsandsigningunion contractshat
were clearly econonic suicidein thelongrun. It had
beenclearly capturedoy its legacy prectices.

Why DoesThis Happen?

When you stepbackfrom all this Generd Motors his-
tory, it is absolutelyshockingto see America’s premier
corporaton of the 1970sspiral dovnward for three
straight decadesWhat'sironic is thatthe former heal

of GM, Alfred P. Sloan, is famousfor saying, “Any
rigidity by an aubmobie manufadurer, no mater how
large or well establishal, is seveely penalizedin the
market” Sloan was actudly referring to Henry Ford,
whoin the 1920srefusedto changehis bushessmodel
to build different cars that would suit differenttastesn
America Little did Sloanknow tha the commentwould
be applicable to GM dedes later.

Thestory of GM is a classic lessonof how companes
can be cepturedby legacy practices from periodsof suc
cess causing very seiousproblems. There are three
destructive behaviorstha are created and nurturedby
sucess Theyarethefollowing:

1. Lack of urgency. Suaess seems to leadto the
avoidance of any kind of stressin favor of baskngin
theglory of prior times. Individuak, conpanies,govern
mentagendes, nonprofis and educaion groyps areall
vulnerale to this behavior.

2. Protective and proud. Sucess and stability seem
to breed alossof curiosty anda defensive atiitude
toward any kind of newthinking tha would suggesthat
what is currently being donemight not be the best
approah. Thisis sonetimescalledthe“notinventd
here’ problem

3. Entitlement mentality. Onceyou achievesone
degreeof suaess or stability, theworld does not owe
you lifelong success Many individuds and organza
tionsare soimpressal with thensdves and their
achievaments that they canno longe imagineaworld
where theyare in decline. m

The author: Robet J. Herbold servedas chief operating
offi cerof Microsoft Corp.from 1994to 2001.Prior to
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Summary: SEDUCED BY SUCCESS

Trap No. 1: Neglect

Neded is sticking with yestedays busness model.
It's beenseentime and agan. Individuds and organiza-
tions experencethe eughoriaof winning. But seldomdo
thesesane talened peope ard organiationsstepback,
review all theelemerts of their businessmodeland con
front the quesion of whetheror not they areimproving.

Whenyou consicer how businessesin a partiaular
indugry operatethething thatis so striking is the
wedth of opportuniiesthatexist to dive into a particu-
lar areaandcreateuniqueadwantayesover the compett
tion. We'v e seensuchcompanies emege asunusually
sucessful becaiseof a uniquelogistics approachor a
superiorcustomerservicesmodel or by addingsignifi-
cantnew cagpabilitiesto the produds and servicesthat
had beendefinednarrowly in a particular industry.
What'simportantis to be corstantly challengingyour
organizationto imagine a differentworld from the one
you are dealingwith today And you mustrealy probe
your potentid to create realadvantages.

FaceReality, Then Tacke Your Vulnerabiliti es

Oneof the mostimportantthingsan individud can do
is to developa mindset thatcongantly assunesthat
thingscan beimproved andaggresively puraie alterna
tives Here aresomestepsto follow to figure out where
thingsstand:

 Review all aspectsof your business modd. Thisis
thekind of exercisethattypicdly neve happ@&s People
get sobusyexecuting day-to-dg adivities tha they
rarely step backandlook at the big picture

 Be objective. Thisis the hard part Peopé who have
experiecedsucessandareexpers in their legacy prac
ticessee thingsthroughbiasedeyes

Turning IBM Around

In theearly1990s,|1BM wasanexample of a previ
oudy successfucompanywhosetop manages werenot
realistic. They were clinging to the waysin which IBM
had opeatedfor years,andthey could notimagine any
viablealternatives.ThenLou Gerdner becane CEQin
1993.Gerstne raninto sone incredibly entrended
legacy practices— thefirst thing that infuriated him
wasthe company’sprocessf strategic decision making,
which consistedof groupswithin IBM forwardingpro-
posalsto the Managemen€ommitee The committee
wasmadeup of six membersvho met onceor twice a
week andhdd lenghy andformd meetings.

The secondthing thatbothered Gerstner aboutiBM
wasits complex financial managenentproaess.It was
extremdy diffic ult to pull togeherconsolidded finan-
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cial statementsfor al of IBM, making it hard to find out
the status of projects. Thefinal problem thatGersher
unoovered in the compaiy’s businessmodd washow
confudgng IBM was from a cusbme perspective.
Cusbmers were disapponted by IBM’ s lack of respon
sivenes, undoubtely because of its organizatonal
complexity.

Given theseproblens, Gerstner had to makesome
very fundanertal changesin the company. Within six
morthsof his arrival, he anrouncedto all employeesthat
ther newrole would be to solve the customer'sinforma
tion technology-related business needs His vision wasto
trandorm IBM from a computer companyinto amuch
broadertedchnology and sewvices conpary. Facirg reality
andfighting the urgeto stick with your old busness
mocdkel canbe difficult, but with greatleadershp, asin
thecas of IBM and Gerstne, it canbe done. m

Trap No. 2: Pride

Prideisthetrap tha al owsyour produds to becone
outdated. Great produds are all aboutunique,distinc-
tive capailities tha arecondantly updded andkept
fresh. Unfortunaely, there are plenty of exanplesof
sucesdul produds tha havebeen left aloneand
alowed to drift into mediocrity becausether conpanies
became frozen in the practices they bdieved werethe
secret to their success.

Unigueness An Absdute Essential

Badk in 1996,Chryskr wasat thetop of its game.lt
had achieved that status by bringing out some very dis-
tinctive and successful automobile lines. It invenedthe
minivan and took Jegp andgenerated a newversion of
the Grand Chaokee, which basically created the sport
utility vehicle. At thetime, thesevehicles were unusual
and unique autonobiles. Chryder wasalso riding on the
suaessof sone of its othervehicles, butthe 1998
mergerwith Daimler-Benzwould prove difficult. The
nextthreeyears were very toughfor Chrysker aspartof
DamlerChryder AG. After seveal years of strongcar
and truck sdes, demand for the compary’s high-margin
minivans and SUVswascooling off, primarily because
the compeition wascatching up.

During this period, Chryskr hired large numbersof
people. All of the excess, coupled with the absenceof
distinctive newvehicles, led to finandal trauma.When
Dieter Zetschetook over as CEQ, hefounda lot of
complicatd financia projections but no thorough
andysis of the compary’s strenghsandweaknessesHe

(continuedon page4)
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Summary: SEDUCED BY SUCCESS

Trap No. 2: Pride
(continued from page 3)

Chrysler's Comebadk Car

Zetsche’s comeback plan began to take hold in the
spring of 2004, with the introduction of the Chrysler
300 sedan. Its hulking look, small side windows and
massive egg-crate grille caused Car and Driver mag-
azine to describe it as: “This mobster in a pin-stripe
may just save the franchise.” It was named Motor
Trend's Gar of the Year.

The secret to Chrysler’s turnaround, driven by
CEO Zetsche, was summarized well in the Wall
Street Journal when it said, “Mr. Zetsche pushed
engineers working on new cars to give each model
features customers can’t get elsewhere, additions for
which they might pay extra.”

quickly movedinto action, cutting 20 percent of the
work force and reducingthe costof partsby 15 percent.
Zetxhealsotook it uponhimsdf to get the exatement
back into Chryslers vehicles. m

Trap No. 3: Boredom

Clinging to your once-succesul branding after it
becomesstde andboringis a dangerousholeto fall
into. Americanfast-foodgiantMcDonald’sfell into this
trapin 2002ascustonerscomphined aboutslow ser
vice,rudeemployeesandcardboarddging food.
Becau® thefood chainhadbecomeso accusomed to
being ontop, it hadlet all the elenentsof its marketing
slideinto disarray:ineffectivestraegy/thene, lack of
acknavledgment of currenttrendsandpoorexecutionat
the storelevd.

Thebusgnessworld is full of exanples like this: once-
exciting brandsthatbecamedull, old and stde. This
often happ@&sbecausédessfocusis placedon the brand
oneeit is sucessful. Thefolks runningthosebrands
assimethatthey havefoundthe magc formulaandnow
it's time to sit backandreapthe bendits.

Be Clear and Condse

It is startling to seehow many produds in the market-
placeare strugglingasa resut of a severe caseof lack
of identity. A greatexanple of undersandingdistinc
tivenessandfreshressis Harley-Davidon. In 1985,the
companywasin trouble. Its motorcyckeswere of poor
qudity, but the most severeproblan was constant oil
leaksin the bikes.

Fortunately Jeff Bleustin steppedin as the enginee-
ing vice presidenduringthis decine and finally con
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queed the quaity issus. Fromtha point on, Harley-
Davidson became an incredible suaess story, primarily
because of fantadic branding — it essenially built a
motorcycle cult. It tackled the building of this brand
from many angles, butthe coreelement in all its prod
uds and marketing was the distinctive Harley atiitude of
individuaism, freedomand rebdlion.

Foaus Relentlessly on Details and Execution

Starbucks is an excellent exanple of supeb brand
execution. The compary has avery clea picture of what
it wantsto bein the consume' s mind, and it worksend
lessly to haveevery agped of the consuner experience
lineup with thatobjective.

Sohow do Howard Schultz and his team keepthat
congstent Stabudks experencewhile constaniy
refreshing the produd line? Therr suacess comesfrom
the way the company conneds with cusbmers,comnu-
nities andeach othea. As Schutz has sdd, Starbucksis
notin the coffee bushes serving people it's in the pec
ple business serving coffee. A typicd custorer stopsby
his or herfavorite Starbudks anaveaage of 18timesa
month. No American refailer hasa highe frequencyof
visits. Starbucksexenplifies the essence of keepng the
coreof abrandstrong. =

Trap No. 4. Complexity

As swceessiul organizationsgrow, they often fall into
the trap of hiring too many people, which makes the
organization more conplicated. Organizationsthen rea-
garizeinto smdler groupsto get as much clarity aspos
sible, but this oftenleadsto unprodudive fragmertation
of processe that should be carried out organizaionwide

Don’t Wait for the Crisis

Why isit so hard to constntly pushfor improvement
in the processesthathdp run the organizaion? Therea
sonistha changeis very hardfor individuds to accept
The priceyou pay for waiting and allowing thatprocess
to bemme out of date canbe enormous Evenually, you
end upin crisis mode trying to fix thingsjustto catch
up, without any notion of actudly trying to getaheadof
your conpeition. In addition, by tackling thesethings
when they are running fairly well, you havemore of an
opporunity to experiment with different approaches,
since you are not unde the gunto fix the problemnow.

Schnéde Nationd is atrucking compay thatserves
cugomerssuchas Wal-M art and Lowe’s. During the
1980sand 1990s,when Schnader was growing quickly,
its services were in high demandbecause the trucking

(continuedon pageb)




Summary: SEDUCED BY SUCCESS

Trap No. 4: Complexity

(continuedfrom page4)

indugry wasn’tvery well-devdoped.Howeve, in 2000,
the company’s growth beganto sagdueto theincreased
over@padty in theindusty andthe slowing ecmnomy.

In orde to ded with this impendng crisis, Schneider
National put someoperaional princples in placeto
ensurethatthis didn’t happeragain. Here arethe six
stepsSchndder took to puta se of proceduresin place
on an ongoing basis:

1. Process focus. Schneidedevebpedan enterprise
modé tha describechow the busness works. It then
disecedtha mocel into its componat processesand
committed itself to consantly perfecting each one.

2. Process ownes. Eachof the processesoutlinedin
the enteprise processanodelwas assgneda partiaular
process owner, who wasa senior exeautive enpowered
to makewhateer changesverenealedto keep that
process superiorto the competiton.

3. Managerial engagement.The management of an
organizationhasto providestrongleadershipby seting
anexpedation thatthingswill congantly beimproving.

4. Full-time designteams.Whenpotential improve
mentsin a process arespotted peoplened to be
assgnedto thetask of achieving thoseimprovements,
andtheyneedto be working on themfull time.

5. Buildin g buy-in. The design team needsto get
people’sideasandwork to enroll peoplein the causeto
makesignificantimprovement.

6. Biasfor action. Both the desgn teamandthe
process owner needto operaé with the mindse that
saysthat 80 percent is goodenoughAt Schnéder, the
designteam adopteda principle of “70 percent and go.”
This meansthatwhentheteamdevebpedan improve
ment,eventhoughit hadn’tachievel perfection, it
implemented whatit hadandmodified it onthefly.

Thesix stepsshoul enablean organizaion to avoid
crisis, but a strongfocuson continually achieving sim-
plicity, efficiency andstandardss required. m

Trap No. 5: Bloat

Sucesful organizatonsthatwereonceagile typical-
ly tendto reward thenmselveswith moremanpower.
The additionalemployeegend to make the business
morefragmented,which conplicates and slowsdown
decision making. It alsoleadsto slow reactiontimes
whenthere are changesin the marketplace and to a
defensve attitude.
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Assign Top Talent to the Tough Issues

Volumes havebeen written on theimportnceof get
ting theright people in theright jobs. Differentorgant
zations go aboutthisin a myriad of ways but once
thes people are on board,you need to ge&t themexcited
aboutwhat they can achieve, and thenddegéae respon
sibilitiesto them andses wha they cando.

At Microsoft, they tendto look for individuds who
have a passion for the conmputerindustryand, most
important, are super-intelligent. The company trains its
current enployees to interview candidaesfor passon ard
intelligence, seeking peoplefrom top schoolsand other
companies. Microsdt’s emphasisis on IQ, and recruiters
are taught a variety of questonsto usein proking for the
desredintelligence and problem-solving skills.

For example, a candidae might be asked to estmate
the number of gas stationsin the United Staes.Whats
important is to see wha kind of stepsthis canddatewil |
come up with on the spotto make a reasonabk estmate.
Thereauiter isn't after a“correct” ansver; heor sheis
interesed in the spesd and creativity with which the
candidate could put togehera reasonabk processfor
making a logical estimate. One of Microsofts core
competendies is recruiting top talent. The company
reauits for incredible enthhusesm and raw intelligence,
which has largdy helped its suacessesover theyears. m

Trap No. 6: Mediocrity

Many organizationsfall into thetrap of sloppy per
sonné managenent. Thisis dangeaous,since peopleare
your mostimportant asse. Thesecompanies treatall
their employeeswell, but theyalso treat al their
employees the same.

While many companiestake pridein this approach,
the problem is tha the supestarsdon’t get challenged
to their full potential and the poor perforners don't get
confronied. Typicdly the perfformance apprabal sysem
atrophiesto the pointwhere it is nearly nonexistentThe
organizaion evolves from a meritocracyto onethatis
attempting to create a team spirit centered on asuccess
ful past.

There are four stgpsthat you nedl to take to revitalize
your talent pool and to creae tha lean, meanfighting
machine These stepsseam to comeright out of a
humanresurces textbook, but it's shodking how sek
domtheyare donewell.

1. Institute a performance appraisal processthat is
actually used for each and eve'y employee at least

(continuedon page6)
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Summary: SEDUCED BY SUCCESS

Trap No. 6: Mediocrity
(continued from page 5)

annually. Make surethatthereare cheds and balanes
to ensurethateveryonegets a high-qudity apprasd and
thatthe ratingsfor peopleareadajuakly sprea out.
Roughly 10 percentof your people should be classified
asexcellent andthereshouldbe 10 percentwho are
clealy classifiedasdoing unsdisfactory work. The
middle 80 percentneal to be managedaccording to

how theyare doing.

2. Compensation plans aswell asemotional rewards
needto vary significantly by performance rating. Your
strang performels should getsignificantrewads and
your poor performersshouldgetvirtually nothing.

3. Getrid of deadwood.You need to deal with
thoseweak performers. Everyonein the organizaion
knows who they areandis watchinghow you aregoing
to deal with them.If you putup aweek performance it
sendsa signd thatpeopk realy don't haveto work hard
to dojust fine.

4. Fad track your superstars and rotate your aver-
ageperformers. Leavingpeopkin ajob toolongis
bad. The superstarsieedto be stretched, and the aver
ageperfomerswill becomehe protedors of the legecy
precticesthey arefamili ar with. This hurtsthe organiza
tion, andeven moredangerousthe organiation begins
to bdieve thatthose individualsarecritica andmustbe
left in their currentjobs becaus they represent a scace
resoure that hasdeepaccunulated knowledge.

Organizaions needto be anxiousto take on the next
challenge.Evenif abushessisin themidstof araging
sucess, it needdo creat anatmosphee tha clearly
staesthatit is afterthe nextlevel of excellence. =

Trap No. 7: Lethargy

Suaes canoften causebusinesssto bemmelulled
into a cultureof confort, casuahes and confidene,
wherenegatie charactestics are congnsus-oriated
decision making, ambguity andalack of aggressie
behaviorin general This leadsto the following four
traits which can causethingsto get worse.

1. Your compary alwaysadds projects and never
eliminatesany. This kind of behaviorcomesabout
becau the view is thatthis is a suceessful compay,
andsucessfulcompaniesiatble in alot of projects.
Nonethéess,you needa processfor regulaly inspeding
thelist of thingshappeningn a groupand cutiing out
the marghnal thingsor thosethathavedraggedon too
long and nevercortributedto the busness.

6
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Clarity, Simplicity and Repdition

In order to fight the trap of lethargy in an organi-
zation, the following three guidelines should be fol-
lowed in order to ensure success:

* Everyone should describe the culture in the
same clear way. If employees hear confusing mes-
sages from various leaders or if they notice that some
of their leaders’ behaviors don’t match company val-
ues, the culture will weaken and fragment quickly.

* The message should be simple. Everyone in
the organization should be able to immediately state
the organization’s key values.

* The values need to be repeated. There is no
substitute for employees hearing management refer
to the values on a regular basis and observing
behavior that is consistent with those values.

2.Your company hires excesgvely. Often the think-
ingis: If we aresuaessul, we need more people so
thatwe can do even beter in the future. Headcount
needsto be carefully managed, and newideasshoutl be
staffed by killing old, stde projects.

3. Your company lacks intensity about the competi
tion. Your company culture needsintenstty, focusedon
thefad thatbusinessmomentum is always creaed by
distinctivenessand uniqueness tha has an appealto cus
tomers You shoutl awaysberallying the troopsaround
your latest distinctive produd to coninudly creae
excitement

4.Your company fears change. Managers needto be
conganty reorganizing enmployees around big opportuni-
ties — this helps create an agile andaggressie culture.

Southweg Airlines

In 34 years Sauthwed has grown to be a company
with about 35,000 enployees its plane fly to more than
60 citiesand it hasa fleetof almost 400 Boeing 737s
Thefirst three yeass after 9/11 werebrutd for theairline
industy. During that peliod, the major carriers laid off
thousands of pele ard cdlecively lost $22 billion.
However,Southwed did nat lay off asingle empdoyee
during tha threeyearperiod, andit remained profitable
each quater. In May 2004, Southwed becanethe leader
in the nunber of domestic cutomers it caried peryear,
suipassing all otherairlinesin the United States

There’s no doubt that Southwest winsthe clarity, sim-
plicity and repetition awad in keeping its values and its
culture absdutely consaént. Keeping with these guide-

(cortinuedon page?)




Summary: SEDUCED BY SUCCESS

Trap No. 7: Lethargy
(continued from page 6)

linesis atthe heart of the conpany, and it's amazinghow
mud swceess it has generatedn oneof thetoughest
industies. =

Trap No. 8: Timidity

Organiationstendto fragmentinto fiefdoms.
Managementfalls into the trap of ignoringthe typicd
buildup of divisive turf warsandinfighting. This can
occur at mary differentlevels.It can involve warring
individualswithin a groupor a depatment, or it can
involve warring groups.In the worg case the whole
organiation,with its variousdivisions, groupsand indi-
viduds, is working to protectvariousturfs.

Once you have informaion aboutwherethesilo and
fiefdom problemsare,thetoughpart is doing sonething
aboutthem Thatrequiresnervesof steel andstrong
leadeship skills. However,the situation has to be con-
fronted. Therearetwo tools for bre&ing up fiefdoms:

1. Placestrong performers from outside the fief-
dom in key jobs within the fiefdom. This will notonly
provide same freshnewdirection,but signal that“the
paty is over.”

2. Dismantle the fiefdomsby reorganizng. This
forcespeopleto getbackto basics and redize tha
changesre what will berequirel.

Asemblea TeamYou Believeln

Too often in businessyve think thatcertain people
have deg expertiseandexperieiceandwe are afraid to
movethemout. Thisis usually a gigantic mistéke.
Naturally thereareexceptonsto this rule, but evenin
those cases,beware.

The automobile busnessprovidesarich exampleln
the 1950sand 19605, Porscheegablisteditself asthe
thoroughbreduxury sportscarbrard. Startingin the
early 1970s however, it had a very difficult time, andby

the early 1990s Porschevasa compary in deepdistress.

It hadan aniquatel, legacy prodiction systemthatwas
very inefficient,andit had expeiencedtwo decade®f
failureto broade theappeal of its productline.

Onre of thefirgt stepsthatthe compary took wasto cre-
ate afreshlealership team In 1993 the Porschéboardof
diredors se out to assembl@ newexecutive team.It
namedwWenddine Wiedeking asthenew CEO.Oneof
Wiedekng’s primary strenghswashis ability to make
principled but unpgoular decsions.

Next, Poischetackled its poor-perforning legacyman
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ufacturing process. It took three years to geneate signifi-
cart improvenert, but by 1997 Porschewnorkers took
only 45 hoursto build a911 mode vehicles, compared
with 120 hoursin 1991.

Once produdion problanswere dedlt with, manage
mentturnel its attention to modernking the product
line. It updaed the 911 modd to make it more luxuri-
ous.In addition, Porsde created a mid-engine roadster
the Boxder. This was a smreller, lessexpaensve version
of the 911, with a very spory look and great perfor-
mance. By 2003,the Boxder accounted for 40 percent
of Porghé s unit sdes worldwide and 50 percentof its
sdesin the United Staes, Porstées larges market

By the endof 2004,the automobie manufacturewas
in high gear. The 911 modd was as hedlthy as ever,the
Boxser was araging sucaess andsowas the Cayenne
SUV. Looking back to 1993, thisis a clear examplke of
thevalue of getting newtalent andletting thesepeopk
build a unified team to achieve gred things. m

Trap No. 9: Confusion

Many leaders of suaessfulorganizationsfall into the
trap of confuson and schizophrenic communicaions.
Theywill desaibe a direction oneday; then change
therr postion the nextday; or theywill say onething,
butther actionswon't supportit.

Thesekindsof communication issues happenrat all
levds of the organization. The problem canbeafirst-
levd groupmanagerwho constantly confuseshis six
direct reports aboutthe diredion of ther efforts. The
ressonistha he has notinterndized the need to change
anything. It can be a division vice presdent who doesnt
havea clear direction for the people of his organizaiton,
even thoughthe problens aremouning, a conpetitor is
thriving or anopportunty is beng mismanaged.

Wal-Mart’s Communication Prooess

Bad in the early daysof Wal-Mart, San Walton per
sondly designeda processtha was usel everyweekto
continualy collect information on the compaly andits
competitors. It wasdoneto find out wha was and
wasn't working, asa basis for modifying plansaccord
ingly. After all, Walton would point out, the cusbmers
and employeesin the storesknow best what it will take
to keepWal-Mart on top. The whole communicatons
processwas focused on tackling misseal oppatunities
pronptly andgetting them fixed within days. Therepe
tition of this processweek after week sent a clearsignal
thatstore execution was absoltely king at Wal-Mart.

(continuedon page8)
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Trap No. 9: Confusion
(continued from page 7)

Make Expectations Clear

Whendriving change the leaderneedsto desribe
spedfically whatthe goalis andhow progresswill be
judged. Hereare threeguidelines tha will hep in the
communicatbn of clearexpecations.

» Simplicity. You needto tell employees what you are
askingfor andwhy you areaskingfor it. Your message
needsto be succnct, understadableandsensible.

« Standardized measures.It'sideal if you candevelop
anexhibit or two showing the data or chartsthat you are
usirg to determire whetheryouv e achievedthe goalor not.

 Continual inspection. Peopé needto know that
managementaresandthatit is usng spedfic measures
to determine whethersuccesss beingachieved.

Empoyeesgetvery confused ard nenouswhena
leaderis anbiguousandconfusing aboutwhatthe group
is trying to adhieve.lt touchesoff delatesanddefensie
attitudes asthe confusingmessgesaccumulate.

It saundsvery smple to alwayshavein front of
empoyeesa desciption of the desiredoutcome the cur-
rent status of things andclearexpedations of what should
take placein the immediateandlong-termfutures
However, this canoftenbe harde thanyou think, but it
has big payoffs in achievingandsugaining suc@ss =

The Key to Continual Succes

A key lessonis thatno matte wha the history of an
organiationis, oncea degreeof success is achieved,it
breedsa cultureof alack of urgency, compla@ncy
excesive pride anda protectiveattitude toward the way
thingshave beendonein the pag. Sucessalsoenmur-
agesan entitlementmeniality thatassumessinceyou've
donewell in the pag, thatwill alwaysbethecase

Thehumblingpartof businessis tha justassoonas
you have achieval somedegeeof sucessword gets
out. Your competitorsare observingyou, andthey are
hungryandanxiots. They areplotting aggressivelyto
move aheadof whereyou are.

However, therearetwo guidelines thatare exception-
ally importantonceyou reachthe point of sucessand
stablity. Pracice thematall times

1.Whenyou are a winner, be asaggressve asyou
were when you were lagging behind. Remembe the
high sen® of urgencywhenthe compdition wasaheal
of you ard you werehusting with the brightidea that
you believedyou could put your companyoutin front.
In any organization,thatsamedegreeof urgency neals
8
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to existatall times.

2. Devdop a culture that
congantly questionsall prac-
tices at all times.You need to
become a student of your areas
of repponsbility and the areas
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1. Driving Change by Mike
Brewster and Frederick
Dalzell. We see those
brown trucks everywhere

aroundyou. You also should
condantly be probingfor new s e U s
and better waysto do things, a reliable fact of life. But to
well-informed business-
your current responsbility with company to emulate.
excdlence. 2. Firms of Endearment by
. Rajendra Sisodia, David
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Thereis onecompany whose [0 Wegmans, they're
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In theealy 1980s Applewas Enterprise Rent-A-Car,
truly ontop of thenewand ,

- depth look at the strategic
exciting persona compuger management practices

that have boosted the

founder was hesped with lavish gty
praise. But by 1983,Apple’s
busnes was softening and Jobstook the very unusual
industy to join the conpany. He cho% John Sculley,
former presdent of PepsiColaUSA, the beveragesub
sidiary of Pg<dCo. Saulley got off to a slow start, andit
figuring who should do wha — the classic caseof two
people trying to do onejob.

More than 20 yeas later, in March 2006,Apple sold its
diff erence between Steve Jobs’behaviorin the mid-1980s
and hisincredible energy and innovatonin thelate 1990s
and eaty 2000s is amezing. In the early 1980s Apple
Sculey and Jdbs did notrally arounda focusedplan and
becawseof Jaos’ proud and protective attitudetoward the
Macintosh
of the need to constntly bevigilant in your effortsto
improve. You mustremembe, no matter how many
times you hawe beenup or down, watch out for the

while continuingto execute o e T

B. Wolfe and Jagdish
Never an Option

becoming the ultimate
organizaion thathas lost riential, social and finan-

Kazanjian. While provid-
Apple.

Kazanijian also gives an in-
industy. SteveJobs,Appl€e’s co- ,

company to the top of its
step of hiring sonmeonefrom outside of the computer
was clear that JobsandSaulley were having difficulty
billionth song from its iTunes Store Stepping back, the
and Jdbswere flying high, and thentheytanked because

Apple's volatil e historyis an extremdy rich reminder

wicked trapstha suess creates. m




