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INTRODUCTION

Perhaps no company in the world and its management have been studied over recent decades as closely as General Electric, the long-successful, multidimensional corporation known for its prowess and innovation, respect and reliability. Say, “GE” to almost any student of business, and expect in return a well-versed response of insight and opinion considering that for over a century the company has been one of the world’s biggest and best. As one of the original 12 companies comprising the Dow Jones Industrial Average (1896), General Electric morphed decades ago into a conglomerate and diversified from its original incarnation as an electrical company. It was founded by Thomas Edison, who pioneered the incandescent electric lamp.

Through merger, acquisition, and strategic growth, GE became one of the largest companies in the world in terms of market capitalization (more than $300 billion), annual sales and profits ($172 billion and $22 billion in 2007), and admiration (ranked first in the world by Fortune magazine in 2007), participating in an array of industries including technology, media, and finance.

With more than 300,000 worldwide employees and business diversification which creates everything from jet engines and home appliances to television shows, GE files America’s most detailed annual tax return (more than 20,000 pages) and has long been a worthy and necessary benchmark of business study. Likely no corporation or its corporate leadership has been examined like that of General Electric, ranging from numerous top-selling commercial books (including Jack Welch and the GE Way by Robert Slater and Control Your Own Destiny or Someone Else Will by Noel Tichy) to literally dozens of in-depth academic studies.

Based in Fairfield, Connecticut, the multinational corporation was legendary long before a leader named John Francis “Jack” Welch Jr. took control of the company as chairman and CEO in 1981, but it was under his 20-year tenure that the “GE way” became a lexicon of leadership for almost anyone interested in enterprise excellence.

If you said “Jack” on Wall Street in the 1980s and 1990s, most people knew immediately who you were talking about; if you said “Jack” around any of General Electric’s global employees during the same time frame you could expect those in earshot to look over a shoulder to see whether their effervescent boss was around before articulating appropriately. Welch commanded that kind of attention. He was an icon running an icon, a kind of brand within a brand, during a robust business growth environment when talented and ambitious leaders and the companies they ran could seemingly do no wrong. When Welch talked, his zest and pragmatism defined what was becoming of the hard-charging era:

Get better or get beaten!

Get the most out of your employees.

Stop managing, start leading.

Lessons learned from such recitation and study were invaluable. When Jack Welch and GE pared costs during unprecedented periods of growth, shareholders were consistently rewarded with strong earnings and stock price growth. No big company in the world had ever achieved such significant and lasting results, with revenues increasing more than fourfold, and share price increasing more than 20-fold in two decades. Study shows that leadership successfully collided with America’s economic boom period in the latter half of the twentieth century to effectively produce both growth and yield.

Yet times change, and so does the business environment. The world quickly became a different place from almost the moment Jack Welch left not long after the dawning of the twenty-first century, turning over his job as GE chairman and CEO to long-time company employee Jeffrey Immelt. Not only did Immelt inherit a large, quite mature company at the end of a remarkable two-decade run, but he took office in 2001 just four days before the 9/11 terrorist attacks on the United States, the first of several events which set the world on a decidedly more sobering and difficult path than it experienced in the go-go 1990s. The economy slowed. The stock market bubble deflated. The housing bubble deflated. Credit markets suffered. Corporations became more impact-accountable. Gas prices rose. Consumer confidence and buying power waned.

The house that Jack built was not nearly on so firm a foundation. And yet during Immelt’s first seven years on the job General Electric’s revenue increased by 60 percent and profits doubled, causing Pulitzer Prize–winning journalist Steven Pearl-stein of The Washington Post to proclaim in 2008, “Jeff Immelt is probably one of the best corporate executives on the planet.”

The point, of course, is not to spread effusive praise by using the remark. Anyone even loosely tracking Immelt during his leadership tenure understands that criticisms of him have been all over the map because of the troubled environment that so abruptly emerged after the turn of the century.

But the point should not be missed: Leading an enormously large, mature company to growth and a reshaped, promising future in a most difficult environment is worthy of study in its own right; more so perhaps than study of high-yield harvest in bountiful years when growing conditions aligned perfectly. The championship football coach who once said his best season was leading a rebuilding team to a 7–3 record can relate. So can the sales manager who coaxed growth from a well-sold product line while her predecessor benefitted from launch.

Simply, arrival of the twenty-first century signaled the dawning of a new economy, one with new lessons to be learned; one where winning is defined not only by immediate results but also by how a corporation contributes to long-term sustainability of both its operations and its endeavors and the world at large. That is why when Immelt assumed the leadership position of one of the world’s largest and consistently best corporations, he adopted one of his predecessor’s key business philosophies, before quickly evolving one of his own:

Embrace change, don’t fear it.

In more than seven years on the job, Immelt managed challenging circumstances and a changing view of the future with his specialized leadership style. Just like his predecessors, he made mistakes, of course. He faced heavy criticism in 2008, including harsh words from Welch, his former boss, by failing to recognize a single quarterly earnings miss before it was made public, and he admittedly did not expect financing businesses to face the exposure they did. Shareholders often debate whether his vision is too long term for short-term returns; as a result, analysts constantly debate his assimilation of the conglomerate’s puzzle.

In the hardest of times, however, Immelt’s leadership is undeniably reshaping GE into a different and more contemporary corporation; one he believes will be able to profit and move more nimbly forward in the new global economy. Demands of the twenty-first century are much different from those faced by Immelt’s predecessor, Welch, and in accordance, strategies and styles have changed. This is the story of what Jeff Immelt is doing at GE and why—and what we can learn from it.


CHAPTER 1
FOLLOWING A LEADER

“Leadership is about confidence and I always knew I could do this job.”

—JEFF IMMELT

Jeff Immelt jokes that he had one really good day on the job after taking over as chairman and CEO of General Electric in 2001 before trouble struck. He knew that replacing Jack Welch, who grew the company exponentially during America’s robust economic growth period at the end of the twentieth century while becoming a true celebrity CEO, would not be easy. The last thing he wanted to do was go down in history as another Phil Bengston.

A former University of Minnesota All-American tackle who became an assistant football coach right after graduating from college in 1934, Bengston made several stops in the NCAA and NFL before joining Vince Lombardi’s Green Bay Packers staff. He was the only coach to last the full nine seasons with Lombardi. Serving as defensive coordinator, his low-key approach blended well with the fiery Lombardi, and the Packers won five NFL titles and the first two Super Bowls under their leadership. When Lombardi left in 1967, Bengston was hired as head coach, but he was let go after three seasons with a losing record.

Most observers believe that Bengston never had a chance as the Packer’s head coach. Green Bay’s star players were aging. The Packers had already been to the pinnacle several times. Fans were so used to Lombardi and his ruthless, winning ways that no replacement would be good enough. After all, there was only one Vince Lombardi.

Like the legendary Packers coach, known to be at times aloof and angry with players, Jack Welch was not perfect as a corporate leader despite a titanic reputation. He failed in attempts to make money with retailer Montgomery Ward and brokerage firm Kidder Peabody. He was not able to pull off a $45 billion bid for technology and manufacturing company Honeywell at the end of his reign. And some of Welch’s famed strategies, including continual cost-cutting and a focus on the American consumer showed flaws near the end of his managerial run.

Still, like Lombardi, Welch went out on top as an unrivaled winner, and history shows that there was only one Jack Welch in twentieth-century U.S. business. So following in his footsteps would not be easy for anyone, regardless of preparation or pedigree.

Immelt approached the job with all the self-confidence a person would need to follow in the footsteps of a legendary leader and run one of the most diversified, successful, and respected companies in the world. Drawing upon an Ivy League education (Dartmouth undergraduate; Harvard MBA) and more than 25 years of shouldering many heavy responsibilities as a GE employee, he knew in the deepest reaches of his mind that he could ably lead the conglomerate well into the twenty-first century.

The Competitor

Born in Cincinnati, Ohio, in 1956, Jeffrey R. Immelt is the son of a school teacher and a retired GE employee who put in 38 years of service. From an early age, his parents—Joseph, who was a middle manager in the GE Aircraft Division, and Donna, who taught elementary school—emphasized the value of learning for Jeff and his older brother, Steve.

“(My parents) believed that a good education was the great social equalizer, something that stays with you your whole life and that allows anyone to live their dreams,” said Immelt.

While attending Finneytown High School, Immelt was known as a fierce competitor, buffering his battle to be the best with a comfortable personal style. As a prep basketball player, for instance, he once spoke up to the coach in front of the team, suggesting that the coach was yelling at the players too much. Immelt remembers catching the coach off guard with his bold assessment. But then, he said, the coach took his advice, backing off from his verbal lashings to the team.

Immelt was an A student in high school, and sports were a passion. He liked the measurements provided in the classroom and on the playing field, places where grades and scores yielded tangible, quantifiable results. Standing six-feet four inches tall with a firm handshake and full, bushy hair, Immelt was an imposing presence on the football field. An offensive lineman, he wanted to play in college at an Ivy League school. Dartmouth provided the very complementary academic/athletic collegiate opportunity he was looking for.

“Sports or other competitive collaborative activities are an exceptional way to develop leadership, teamwork, and the ability to deal with success and failure,” says Immelt.

According to classmates at Darmouth, Immelt was a beloved, all-around student, getting As in the classroom as he did in high school, playing football, and having so many friends it could at times be burdensome. A member of the Phi Delta Alpha fraternity freshman pledge class of 1974 with Immelt, Jeff Crowe recalls being struck immediately by the “very, very quick-witted, natural born leader.” Immelt pledged Phi Delta Alpha, reputed as a more “social” and “beer drinking” fraternity, even though more Dartmouth football players were members of another. From day one, says Crowe, “it was a foregone conclusion that Jeff would be president of the fraternity.”

Immelt was, of course, named to the fraternity leadership position as a junior. The Wednesday chapter meetings could be raucous affairs, with one brother trying to outshine another. Yet Immelt possessed a take-charge ability, his classmate says.

He was a leader on the football team as well. In the huddle, Immelt was calm in the heat of battle, typically making jokes talking with teammates about subjects other than the play at hand to diffuse pressure. He might make light-hearted fun of an opposing defender or remind the quarterback of a bone-head move the weekend before.

Immelt was named captain of the football team his senior year, and he held similar status with his fellow math major students. He was popular throughout campus, friends with virtually the entire Dartmouth student body. He liked to have a few beers and laughs with friends, but he was also serious with a keen eye on the value of education.

“Jeff was in high demand,” recalls Crowe, today a partner in a venture capital firm in Palo Alto, California. “Somebody was always looking for him to do something, to hang out. But Jeff was determined. He would sneak out of his room at the fraternity house and go down the fire escape and go to the Catholic Student Center so he could study by himself.

“That is still a standing joke about Jeff among his fraternity brothers.”

In the summertime in college, Immelt returned home to Cincinnati and worked at a Ford Motor Company assembly plant, taking cues from employees on how they responded to interaction with management. At graduation, Immelt was given an award for character voted on by the entire senior class—he once passed the high honor off in a show of humility by suggesting in a joke that it was given to the student who could chug the most beer—and five years later at the first class reunion he was selected by peers to address the class.

“That shows you what people thought of Jeff,” Crowe says. “This was an Ivy League school with a lot of talented people who could easily fill that role.”

Immelt remembers the year he graduated from Dartmouth— 1978—was a tumultuous time in the world, filled with uncertainty.

“High oil prices had pushed the economy into recession,” he said. “Jobs were hard to find, and unemployment was over 10 percent. There was unrest in the Middle East. Americans were being held hostage in Iran.”

With a Bachelor of Science degree in applied mathematics, he took a job with Procter & Gamble, briefly sharing an office with future Microsoft CEO Steve Ballmer, himself a new company hire. But Immelt did not stay at Procter & Gamble long, enrolling one year later in Harvard’s MBA program. In Boston, he lived with friends from Dartmouth, who noted upon Immelt’s taking a job with GE in 1982 that if he stayed at the company for the duration of his career, he would likely end up as CEO. And apparently, his friends were not the only ones noticing Immelt’s confidence and poise.

When Immelt was interviewed for the GE job while at Harvard, he met with eventual company vice chairman Dennis Dammerman, who was so struck by the young prospect’s poise that he sent his application “straight to managers” so the application would not “get lost in the mix.” Immelt was hired in the company’s commercial leadership track training which meant that he would work in jobs across GE’s diversified businesses before landing a management position.

“He was the best guy I saw that day,” recalled Dammerman, who would become one of several key mentors to Immelt during his GE career.

Following in his father’s footsteps as a GE employee, Immelt started as an internal sales consultant in the marketing department at company headquarters in Fairfield, Connecticut. From the start, he was not just another employee, having been marked by Dammerman as one to watch, making the company’s list of 5,000 employees worth watching and evaluating for management advancement. Within one year of his being hired, Immelt was moving along the upward track, promoted to the company’s plastics division based in Dallas, Texas, as a district sales manager.

Immelt’s timing in joining GE could not have been better considering all business barometers were pointing upward for the company and a new, aggressive CEO named Welch was barely into his second year leading the company. Welch himself followed a well-respected business leader, succeeding Reginald H. Jones in 1981 after Welch was chosen from a pool of qualified candidates in a succession contest. Welch wasted no time in restructuring the company Jones built, eliminating more than 100,000 jobs in his first few years in office and literally writing and delivering in the early 1980s the preamble to how to grow a business in a slow-growth economy.

Welch’s road map to success was no secret to those who studied his style:

• Sell old-line businesses.

• Acquire number one or two businesses in segment or businesses which strengthen GE’s number one or two businesses in segment.

• Cut costs and jobs.

• Eliminate bureaucracy.

• Cultivate bottom-up employee initiative.

• Push management hard from the top down to outperform expectations.

Lessons Learned

In the beginning of Welch’s tenure, many GE employees cringed at the rapid-fire, shrink-to-grow management strategy he employed. The company was profitable and respected when Welch took over, yet he was cutting jobs by the thousands! In response, some in the media and inside the company nicknamed him Neutron Jack, presenting him as a corporate villain.

Jeff Immelt was not among Welch’s critics. Welch could be excruciatingly demanding, but from the moment he took over until he retired in 2001, says Immelt, Welch was the right leader at the right time. Like Dammerman, Welch soon became a mentor for the up-and-coming company manager. Immelt, in fact, got to make a presentation before Welch in 1982, just 30 days after going to work for GE in marketing. The meeting was in contrast to a prediction by a Morgan Stanley partner trying to woo Immelt to work for the financial company. Immelt was told if he went to work for GE, he would likely not even meet Welch for another decade. In just one month, however, he was in a meeting with Welch.

Dating back to its founding in the late 1800s, GE’s culture was based on a hire-the-best, train-them-well, and promote-from-within process built on the premise of creating strengths for the future from the already-existing foundation, thus resulting in long-term sustainability. When Welch took over in 1981, for example, the company had results-oriented management practices in place but needed to be leaner and more aggressive in acquisition to grow. So Welch went to work. History shows he was more of a trailblazer than a status quo executive, but many observers and employees did not really understand either the methods or the madness of his actions at first.

Shrink the workforce to grow the company?

This corporate concept was foreign at the time.

Soon enough, however, GE’s stock price was ticking higher and higher, soaring over the span of two decades from a market capitalization of $14 billion to more than $400 billion. Revenues were growing fast as well, and it was not long before U.S. CEOs were mimicking Welch’s harsh-talking, results-oriented style.

Throughout his career, Welch could be a hard man to work for if you did not like direct, confrontational criticism. But if you made or exceeded your numbers as a manager, he was quick to reward with generous bonuses and stock options, as Immelt found out in his first big assignment as regional sales manager for GE Plastics in Dallas, where he oversaw 15 direct reports. He got off to a robust start and had a good feeling about Welch and the future of GE.

Immelt knew from his nearly four decades with GE of the company’s reliability, but he also sensed that GE’s best days were ahead. Immelt was willing to do the work necessary to get the job done, sending the company and his career to a loftier perch. He was a Harvard MBA, but he was not above finding solutions even if it meant working the manufacturing floor.

“I was in El Paso on a Friday visiting a customer, and our product wouldn’t work,” recalls Immelt. “The customer was irate! So I called our factory. They told me that we couldn’t get a replacement product until Monday. I spent the entire weekend fixing and packaging parts with my customer. It never crossed my mind to say to them … ‘I can’t do this; I have a college degree!’”

From overseeing his first group of direct reports, Immelt says he learned to manage everything from “crusty veterans” to “young hotshots.” He also learned in pushing for sales growth at the plastics division during tough economic conditions that GE was all about monthly and quarterly results, or else.

“My manager called and said, ‘You had a terrible month. I don’t care if you have an MBA from Harvard, I’m not keeping you if you have another bad month.’ He was just that direct,” said Immelt. “So I learned that in GE you’ve got to get results. I also learned how to sell and how to manage people who were different from me. I really learned a lot from that experience.”

In his early years, among the most valuable lessons learned by Immelt was humility. For instance, during a meeting with Larry Bossidy, the retired CEO of Allied Signal (now Honeywell) and best-selling business book author who spent 30 years rising through the ranks of GE, Immelt proudly bragged on his yearly sales results, which increased by 30 percent from the year before and were just 2 percent over his stretch forecast.

GE’s executive in charge of plastics, Bossidy responded bluntly, “To what do you attribute your poor forecasting?”


CHAPTER 2
CONFIDENTLY SEIZE OPPORTUNITY

“Generationally, you know, there are a lot of different styles that are out there. What you’ve got to do is have a style that works for you, and you have to have a style that works in the time that you’re in.”

—JEFF IMMELT

Because Jeff Immelt was pegged from his first day working at GE as one to watch and cultivate for executive opportunity, he was on the fast track to responsibility. Jack Welch was personally involved in GE’s assessment of its top managers, and by the mid-1980s, Immelt’s marks, based on criteria including results and the integrity upon which those results were achieved, were consistently high. GE Plastics was a solid proving ground for Immelt a good fit in many respects considering he was natural in the sales role, able to motivate employees and invigorate customers. GE Plastics is also where Immelt met his future wife, division employee Andrea Allen, a customer service representative.

Andrea moved to Chicago on a GE job transfer not long after they met, but she and Immelt kept dating despite the distance; they married in 1986. A year later they had a daughter, Sarah. Soon afterward, Immelt’s career would vault from that of a young and promising MBA hire to a high-potential executive candidate. By 1987 Immelt was among 150 young, high-potential managers being closely watched by Welch and the human resources team for advanced company leadership opportunities. Under an appointment approved by Welch, Immelt also attended that year the executive development course (EDC) at GE’s leadership training center at Crotonville, New York. Immelt was the youngest of anyone there.

“Beyond the knowledge you gain (at EDC),” Immelt said, “the best part is just absorbing the culture and the values. And the networking makes you feel that you’re part of something great.”

Immelt assumed that a bigger job assignment was coming relatively soon after the leadership training, expecting it to be in a GE division outside of plastics. In 1989 he got an unexpected call, however. Jack Peiffer, GE’s senior vice president for human resources, told Immelt that he was being offered a job in the company’s consumer appliance division in Louisville, Kentucky.

At first, Immelt thought the offer might not be a promotion at all. In the 1980s, plastics were big, and few markets were bigger and more exciting than the plastics market in Dallas in the midst of its heyday. Immelt was an Ivy League man working for one of the world’s most respected companies. He was earning good pay in an emerging city with a distinct touch of flair. Louisville, for the moment, was hardly in its heyday, a part-Midwestern, part-Southern river city that boomed in the early twentieth century on manufacturing but was struggling and in need of reinvention in the latter part of the twentieth century.

Initially, Immelt was not terribly excited about going to Louisville, even as the head of customer service for GE Appliances—the number two producer of consumer appliances in the United States behind Whirlpool. The division was in the midst of a massive product recall, and Immelt knew nothing about appliances. His assignment involved compressors for consumer refrigerators, and GE faced massive recalls resulting from faulty manufacturing. With one of the biggest appliance divisions in the United States, a recall for compressors in consumer refrigerators resulted in a significant challenge. He would have to oversee some 7,000 employees scattered across multiple disciplines when previously he had managed only several hundred in mostly sales and marketing functions.

“You’ve got to be kidding me,” said Immelt, when told he was expected to move from plastics in Dallas to consumer appliances in Louisville. “It was like being sent to the far side of the moon.”

Immelt was told that Welch wanted someone from outside of appliances to handle the recall situation, so he made the move to Louisville, understanding that the invitation was not one he could turn down if he wanted to continue rising in the ranks at GE.

The assignment was a test. Welch had given Immelt the challenge to see if he could fix the ailing business and survive professionally. Immelt immersed himself in the job, seizing opportunity and turning it into a career-vaulting experience.

Hands-on Experience

In moving to Kentucky, Immelt went from the easier corporate life—running a high-profit, sales-oriented business with a couple of hundred employees—to having 7,000 union-member manufacturing employees to worry about in consumer service. Not to mention, he says, the refrigerator compressors division was in the middle of the biggest crisis that the business had ever experienced. Morale was low in the employee-dense division, and GE’s reputation was at stake.

Compressors were failing and needed to be fixed. The balance sheet would take a hit. No question about it. No Harvard case study or his years on the job in Dallas prepared Immelt for what he faced.

A good day at the office became survival.

Immelt wore stress from the job physically. He picked up bad eating habits, snacking at his desk to feed nervous energy. The long hours, lack of activity outside of the office, and poor diet added more than 60 pounds to his once-lean frame (he later lost the weight and has kept it off with regular morning exercise). Immelt’s physical transformation on the job was so obvious to all that when he left GE Appliances, employees gave Immelt as a going away gift a cartoon drawing showing him stressed at his desk, surrounded by junk food.

“It was hard,” says Immelt. “I was 33 years old and had never had that kind of experience. Before, I was in sales and marketing. All at once I had to learn how to manage people and problems in a distributed network.”

For Immelt, though, the chance to captain the unfamiliar ship that was taking on water was the ultimate apprenticeship for leadership. He could no longer rely merely on the sales skills he used in Dallas at GE Plastics. Now Immelt was intricately involved in the business operations at GE Appliances, analyzing financial and quality improvements.

He learned how to work with and motivate union employees, communicating the dire situation while stirring in messages of hope. He learned that direct honesty and clarity in such situations were more effective than hopeful spin. He gave motivational speeches to union workers from atop a forklift on the factory floor. And, he learned that he did not know much about repairing compressors, though he was not afraid to try.

Wearing an appliance repairman’s uniform, Immelt rode with technicians fixing faulty GE refrigerator compressors in the field, often participating hands-on in the repair job.

“I remember crawling down on the floor, reaching my hand under the unit, with melting ice cream running down my arm,” he says 20 years later, leaning back in a chair in his Fair-field office, smiling to suggest the bad memory has become a good one over time. “I was the worst screwdriver guy in the history of the company, but I did it.”

When Immelt met with Welch to talk about performance of the appliance division, discussions were not easy. Welch was closely involved in the situation since the ailing division was a company laggard, dragging down profits with the costly recalls. Immelt figured honesty rather than false optimism should be his best device. Thus he gave Welch only the bare facts, bad as they were.

“I didn’t have one good thing to say,” Immelt recalled. “I never said, ‘Wow, things are great.’ Instead, I said, ‘We fixed another million compressors this year. Here’s how much it cost.’ The business lost money for two years. Every line was going straight down. You learned how to motivate people during a tough time, and you learned how to keep your own wits and not to panic. If you panic, everybody goes with you pretty fast.”

Immelt was forced to deliver his management results face to face to Welch, the man who was already a business legend in the making. Known for using loudness and profanity while dressing down managers who did not make numbers, Welch heard so much bad news from Immelt that he almost did not believe the reports and was uncharacteristically awkward in response. Immelt’s delivery was not a case of a manager gritting his teeth, delivering bad news first; this was bad news first, in the middle, and at the end. Immelt had inherited a business challenge of the highest level.

“I’d say, ‘Here’s the Weibel curve, Jack, it’s going like this,’” said Immelt. “And he would say, ‘No, it isn’t. You can’t be right. You can’t possibly be right.’ And I would tell him, ‘Well, actually, Jack, I am right, and it’s going to cost us a couple of hundred million bucks.’ And he would say, ‘That can’t possibly be true.’ And I would say, ‘Well, it actually is true.’ That was a great experience. Thank God I got it. Only a guy like Jack would have had enough faith in a guy like me. Seeing that has made me understand the need to take chances on people.”

Welch observed as Immelt calmly handled what might have seemed for some managers like an unwinnable situation. Immelt learned survival skills and an ability to cope and adapt using his own devices. In sales at GE Plastics, he learned how to grow a business. Here, he faced problem solving and acute management. And, while the situation seemed grim, with the division losing money for two years, Immelt turned both the business model and morale in an entirely different direction.

Not too long after he arrived, profits were restored and the factory returned to quality production. In the end, Immelt says, the period was one in which he went “from being a boy to a man.” He felt victorious the way a soldier might feel at the end of boot camp. No job could have trained him like the humbling experience in Kentucky.

GE’s leadership and Welch in particular took notice. The company was already one of the best at grooming skilled managers for leadership positions, and Immelt’s success in passing the stringent test with exemplary grades earmarked him for more upward opportunity within the company.

“Surviving is part of the challenge,” Immelt says. “A lot of leadership is based on confidence, and I came away from that experience believing I could overcome almost any workplace challenge.”

As reward for his management performance in Louisville, Immelt was sent back to his old division in Dallas, this time as vice president and general manager of GE Plastics, overseeing 5,000 employees and $3 billion in business.

The job started out promising enough. Seeking ways to grow the business, Immelt persuaded primarily U.S. automakers to use more plastic parts. The strategy worked well at first, with division orders soaring. The successful start was impressive enough to earn him a spot on GE’s list of 24 company leaders being considered to replace Welch upon his retirement which was planned for sometime around the turn of the century.

But in the mid-1990s the global plastics market fell into a quick inflationary burst, with prices rising for new and recycled goods. Immelt says that he did not react quickly enough to increase pricing to keep pace with the division’s rise in cost of goods, and he paid a price. Briefly, the expanded exposure on contracts from the new automotive business took a heavy toll on sales and profits as his division delivered in 1994 a profit growth of only 7 percent against a goal of 20 percent. Revenues were off by $50 million. And Jeff Immelt, GE’s rising star executive, fell momentarily under Jack Welch’s ever-watchful eye.

At the company’s annual meeting of top executives in Boca Raton, Florida, in early 1995, Immelt tried to avoid Welch for three days, knowing what the boss had in store. This is the annual meeting for which Welch was famous; gathering his top people for drill-sergeant type inspiration and lashing as a human resources tool. Miss your numbers, for whatever reason, and pay the price with the company’s commander-in-chief. A couple of hundred of GE’s top managers were in an auditorium for the meeting. Welch was leading the show. Immediately afterward, Immelt tried to slip out quickly.

Welch grabbed him from behind.

“Jeff,” Welch told Immelt, “I’m your biggest fan, but you just had the worst year in the company. Just the worst year. I love you, and I know you can do better. But I’m going to take you out if you can’t get it fixed.”

Welch knew Immelt was caught in a difficult squeeze play, suffering under quick-shifting and uncontrollable economic conditions, but he had pushed him to get the problem fixed regardless because of the impact on the company’s cherished bottom line. Immelt had already taken care of the situation before the boss’ admonishment, and he did it by showing a tougher side that many had not seen before.

In a meeting in Detroit with a senior General Motors executive, Immelt had pleaded for a pricing increase, explaining how detrimental the situation would be to both companies if the automaker did not cooperate. The executive said no, and Immelt became agitated. This was Immelt’s biggest customer. If he lost General Motors—at the time the largest automaker in the world—there was no replacement.

Immelt’s instinct as a salesman was to give the customer the benefit of the doubt. But this was sink or swim. Immelt and the GM executive almost came to physical blows at the meeting, and afterward Immelt was on the phone with General Motors chairman and CEO Roger Smith. In the end, Immelt got a break by effectively presenting GM with analysis that showed how its productivity could be improved by negotiating a compromise. Eventually GM relented, and Immelt had scored another success.

Yet even though the breakthrough came before Welch’s official dressing down, Immelt accepted the harsh criticism, understanding that it was obligatory; part of Jack’s way and GE’s results-oriented culture where consequences typically met numbers misses. Immelt knew that he was not really about to lose his job since the problem was fixed, but he also knew that excuses were not in order.

“Look,” Immelt replied to the castigating Welch. “If the results aren’t where they should be, you won’t have to fire me because I’m going to leave on my own.”

In reality, the job was a difficult assignment and, similar to his time in Louisville, Immelt had done a good job in a tough situation. Even though reports are that he almost got fired, Immelt showed toughness and problem-solving abilities that earned favor from Welch and his peers. Nevertheless, Immelt enjoys retelling the story years later of Welch threatening his future as a lesson for all GE employees.

Immelt believes that problems can be solved and mistakes can be overcome if their occurrences are kept to a minimum. The pricing issue was one big unforeseen problem that he quickly solved. As a result, he became a better manager from the experience.

“I was a thousand times more valuable to the company, having gone through that,” Immelt said. “I had 10 times more self-confidence because I knew I could work through issues of my own creation. Besides, I already knew when he chewed my butt out that I was going to turn it around.”

Trial by Fire

Not only was Immelt a standout high school and collegiate athlete, but he still loves the applicable lessons learned from competition, particularly those relating to teamwork, preparation, and the value of experience. He often watches collegiate and professional sports, was regularly tuned in to broadcasts of the Beijing Olympics when not viewing them in person, and is known to apply sports analogies to business. So he viewed his experience at GE Plastics the same way he viewed his experience at GE Appliances. Difficulties faced plus problems solved typically equal success.

After the one big quarterly miss fighting inflation in plastics, Immelt began to thrive for GE on the global business playing field and never looked back, emerging by the late 1990s as one of GE’s top up-and-coming executives in the running for the company’s soon-to-be-vacated lead position. Because Immelt had passed the test at GE Plastics, Welch named him in 1997 as president and CEO of GE’s lucrative medical systems business, praising him at the time as a “dynamic, entrepreneurial business leader.”

“I took a couple of real ass chewings from Jack,” says Immelt. “You learn it isn’t always perfect and you learn in adversity how to react and adapt.”

GE had 11 divisions and Medical Systems was one of the most important to the company because of its high global profile, high technology base, and high profit margin. But for three consecutive years before Immelt took over GE Medical Systems, division results had been flat. The business was relying upon past strengths to generate current revenues. Immelt assessed the situation and made a quick decision: GE Medical Systems would grow through commitment to finding new partners, developing new technologies, and by providing an array of quality services to the biggest customers. Years of experience by trial and error came together for Immelt as he used skills and confidence amassed on the job to ignite the division. Specifically, he began linking GE team members with customers so that each could find common, beneficial ground.

Immelt persuaded leading hospitals on miniscule budgets to replace outdated equipment with GE’s new digital machines, capable of generating better images faster, and he signed up health-care giants like HCA and Premier to long-term products and services contracts. Immelt expanded GE’s umbrella of services through some 60 acquisitions of complementary smaller companies, increasing GE’s market share from 25 percent to 34 percent.

Under Welch, GE in the 1980s wanted only businesses that were number one or number two in the marketplace in their competitive space. The premise was that by being the best, you can charge fairly for products and services and afford to hire the top people, creating a sustainable profit machine with solid operational management. But Immelt saw the need for a different model from the number one and number two strategy. GE Medical Systems could not just acquire company leaders. In health care, they were often too expensive if they could be bought at all.

Besides, Immelt had no time to waste. He and division leaders made lists of all companies operating in GE Medical System’s space, drawing lines to which ones could bolster GE’s products and services offering. Even if these smaller companies were not number one or two, by being acquired, they could help GE be the best overall in the medical systems space.

Another strategy Immelt used was involving customers directly in GE’s solutions strategy through information-sharing meetings. He got customers to talk about what they needed through informal sessions. Then he involved them directly in the product solution by sharing what was previously considered proprietary. Immelt also relied heavily upon technology for self-generated growth, making big bets on imaging equipment like the first digital mammogram system and the LightSpeed CT, the world’s fastest CAT scan machine which paid off handsomely in revenue and profit growth.

Within three years division sales had increased by 75 percent. The division’s public image had also improved as Immelt got GE Medical Systems involved in the clean up and repair of neglected public schools. And, pleasing to Welch, Immelt implemented the vaunted Six Sigma management process into Medical Systems.

Originally developed in the mid-1980s by Motorola, Six Sigma is a management strategy designed to identify and eliminate errors and defects in manufacturing and business processes. Based on principles of quality management by the likes of Edwards Deming and Walter Shewhart, drawing upon martial arts terminology like “black belt” for employees, Six Sigma is designed to work beyond the manufacturing floor, extending into all levels of an organization including the executive offices.

Welch began implementing Six Sigma at GE in the mid-1990s with good results and hoped that the strategy would become part of his leadership legacy. The fact that Immelt was growing GE Medical Systems rapidly while also effectively juggling implementation of this significant business process infrastructure only made his star shine brighter.

Ultimately, Immelt grew GE Medical Systems sales in just a few years from $3.9 billion in revenues to $7.2 billion. The primary strategy he used to achieve the growth was a first-run version of what would become a more formal companywide growth process years later under his leadership as chairman and CEO. But when he first implemented his signature plan at GE Medical Systems in the 1990s, heads inside the company were turned in attention, including the head of GE’s most discerning company CEO, who adored Immelt’s growth-strategy creativity. Immelt made such a quick impact, in fact, that in 1997, he made GE’s list of the final eight candidates being considered to replace the legendary Welch.

By June 2000 the race to succeed Jack Welch was narrowed to a list of three finalists vying for the job. It included Immelt; Bob Nardelli, who led GE’s Power Systems division to operating income of $2.8 billion from $770 million in just six years; and Jim McNerney, who led GE’s Aircraft division to sales growth from $7.8 billion to $10.8 billion in four years and made it the company’s most profitable segment. Both Nardelli and McNerney were different from Welch—who isn’t? But their differences were not as pronounced as those of Welch and Immelt.

Consider:

• Welch was known for beautiful handwriting and sending personal notes to employees; Immelt says his handwriting is terrible, so he e-mails personal notes to employees.

• Welch raised his voice and harshly criticized employees who underperformed or made mistakes, while Immelt is more approachable and is more likely to make a point on a difficult issue with an employee with a lighthearted joke. Yet he is just as serious about the results.

• Welch would fire an employee and never look back; Immelt fires employees too, but once called a friend he let go afterward to see how he was doing amid the change.

• Welch preferred his office in Manhattan’s Rockefeller Center; each month Immelt typically spends one week in his New York office, one week in his Fairfield office, and the other two weeks in GE facilities and seeing customers around the world.

• Welch, wrote one scribe, was revered, while Immelt is adored.

Differences between the two had no impact on the friendship or respect they had for one another; on the contrary. They have both professed on numerous occasions over the years an appreciation for diverging styles and mutual love and admiration for one another. If anything, Immelt’s differences from Welch made him a more viable candidate for GE’s top job since the company’s culture can be described as having similarities of a church: the minister may change, bringing different initiatives and leadership styles, but the congregation sticks to the same ingrained, foundational guiding principles.

Consider only that GE makes products like jet engines and medical scanning devices and that each is embedded in totally separate businesses. The company has a true multibusiness platform, operating its different entities under one unifying management umbrella. For example, if the company sold its aviation business, the core of GE’s foundation remains the same: management integrity and management principles designed to give return to customers, employees, and shareholders through the best possible means; a simple statement in words perhaps, but not in execution. Because, while underlying qualities like commitment to quality and the development of employees at all levels may never waver, the entity must change and evolve to maintain its edge, adapting to demands and styles of new eras and new leaders.

With so much at stake in the imminent leadership change, considering no blue chip company in the United States had ever delivered reliability and returns over two decades the way GE had, the three-man race at GE to be Welch’s successor became arguably the most-watched corporate job search in history as GE’s leadership role was widely considered the world’s most elite corporate position.

Even though GE’s practice was to promote leaders from within—all of the company’s 11 previous leaders had come from internal ranks—the two not chosen for the job faced considerable personal change because Welch let all three know he expected the runners-up to leave the company once the decision was made. So each had decades of corporate job progression on the line regardless of whether or not they got Welch’s job. No sense, figured Welch, letting passed-over executives get in the way of transition by hanging around, allowing employees to second-guess the final decision.

Reward for Success

Immelt says he does not recall specifically the words Welch used in telling him GE’s top job was his, but he remembers getting the phone call at 5:30 on a Friday afternoon, the day after Thanksgiving. Welch had told each of the three candidates to be reachable, so Immelt anticipated the phone call.

Welch had convened a meeting of GE’s board of directors by conference call that day to make a formal decision, though he had already reached his. In less than 30 minutes, deliberation by the board was complete and Welch made the call to Immelt, relaying the decision. Until that moment Immelt says he really did not know if he would get the job or not, and he was prepared for any decision. Immelt was home for the holiday when Welch called.

“I just knew I was absolutely ready (for the process) to be over,” says Immelt.

When Welch called to tell Immelt he had the job, he invited him down to Palm Beach for an intimate, celebratory dinner. Welch also invited Dammerman and another GE executive, Robert Wright. Immelt says he never asked why he was chosen over the other two candidates and Welch never offered much explanation except to say later on the record that Immelt was an easy choice because he is “comfortable in his own skin.”

Age might have been a tilting factor in Immelt’s favor as well. Seven years younger than McNerney and eight years younger than Nardelli, Immelt could make a 20-year run as GE’s leader just as Welch did while McNerney and Nardelli reasonably could not have lasted more than a decade and a half. And Welch said once that he believed his successor would need at least 10 years on the job to have a meaningful impact. Regardless, however, of why he was chosen, Immelt was amenable.

“I always felt I knew how to do this job,” Immelt says. “And both Jim and Bob are extremely well qualified obviously. But if you try to put too much on paper on why the decision was made, it becomes difficult. A lot in these types of decisions are gut feeling in the end. You look at what direction the company needs to go and who is available, and you try to make sure these two things intersect.”

On Sunday, two days after Immelt was notified, Welch flew to Cincinnati to meet McNerney and Albany to meet Nardelli to break the news that Immelt was chosen as GE’s next chairman and CEO. McNerney recalls Welch breaking the news in memorable fashion.

They were in Cincinnati, at the airport. Rain was falling outside. Inside, a company was in the midst of metamorphosis.

“It was just the two of us,” recalls McNerney. “It was foggy. Welch had a briefcase in his hand.”

Among the first phone calls Immelt made after accepting the job that Thanksgiving weekend was to his father in Cincinnati, who worked for GE as a middle-level manager for almost four decades. Immelt recalls his father’s excitement at the news as one of his prouder moments. Then, he says, his father gave a directive, urging him to “do something about the pension” in a half-joking tone.

Somewhat surprisingly, since the search for Welch’s successor was so closely followed, the news did not break publicly over the holiday weekend. Not until Welch and Immelt appeared jointly, speaking casually and comfortably in open collared shirts and sports jackets at a news conference that Monday morning from NBC Studios at Rockefeller Center did anyone outside the inner circle and family members know about Immelt’s anointing.

American business was traveling a rocky road at the time with the crashing of the dot-com bubble and the apparent end of the raging bull market which helped in part fuel GE’s remarkable stock price run in the 1990s. To allow for a smooth transition in the turbulent times and to manage the company’s attempted purchase of Honeywell, Welch remained officially in office once the decision was made. Thus, in early 2001, Immelt was effectively GE’s chief operating officer, while Welch focused on his role as chairman and the attempted purchase of Honeywell.

Assumption might be that Welch and Immelt strategized together, planning the company’s future, but that did not often happen. Welch wanted the Honeywell deal to be his last great achievement, and he worked hard at making it happen though a European Union commission got in the way, blocking the sale based on antitrust concerns. With the Honeywell deal requiring his time, Welch stepped back from operations, turning over most leadership decisions to Immelt.

“We purposefully did not spend time plotting the next five to ten years,” Immelt says of his last months on the job with Welch. “We knew the world would change, the company would be different. I had in my mind direction for the twenty-first century, but Jack was just there with moral support.”

Not once, Immelt says, did he question whether he was prepared and able to lead GE.

The biggest challenge, he figured, was overcoming the view of GE which often placed Welch at the forefront, despite the fact that the company with more than 300,000 employees was known for its depth in leadership far beyond the CEO’s office.

“Everybody at GE thinks they work for Jack; every customer of GE thinks they buy from Jack; every political person thinks they deal with Jack,” said Immelt in 2001.

Welch remained on the job a bit longer than anticipated because of the company’s attempted purchase of Honeywell and the turbulence of the markets, but he reached a decision to retire at the end of the work day on September 7, 2001, following a company board meeting. On that day, Welch walked away with finality from the company he had led with vigor for just more than two decades. For Immelt, the transition presented opportunity. He knew the company needed to change. For years GE had ridden hard several prized profitable divisions like plastics and appliances to fuel extraordinary sales and profits growth. He knew, however, by the end of Welch’s term that what worked well for the former chairman and CEO would not suffice for the future.

“They were like marathon runners,” Immelt says years later in reflection over GE divisions that were slowing in growth near the turn of the century. “They ran a great race, but they passed out over the finish line.”

But the 45-year-old Immelt relished the challenge in retooling the company and was full of enthusiasm on his first day in the office minus Welch, ready to smoothly begin GE’s next generation of leadership.

By all standards, he did have a really good day.

The calendar read September 10, 2001.

Congratulatory phone calls poured in.

A feature story on Immelt ran in Time magazine under the headline “Jack Who?”

And the company’s stock closed that day at a split-adjusted price of $32.86, flirting with an all-time high in market capitalization.

To make sure that GE’s vaunted customer base remained confident and loyal during the leadership transition, Immelt had traveled the world since he was chosen to replace Welch, making sure that he personally transferred key relationships. Nothing would change in his new assigning. So on September 10, he boarded the company jet, traveling to Seattle for a customer meeting.

Immelt made the trip with a broad confidence that the transition from Welch had gone better than he could have imagined. GE had effectively survived the crashing of the technology stocks the year before and smoothly made the closely watched switch from Welch to Immelt. Distractions behind, he could now go about the job of reshaping the company for its next generation of business.
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