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1

   Introduction 

      Here is how the preface began for the original 1998 
 edition of  Jack Welch Speaks : “This is a book about lead-
ership and about one of the most praised and perhaps 
the most feared and certainly one of the most confound-
ing and controversial bosses in America.” Jack Welch 
was then chairman of General Electric, a dominant 
force in the world economy. He’s no longer in that posi-
tion; but Welch remains one of the most praised, con-
founding, and controversial of U.S. business leaders. 
This book is still about leadership, but it has become 
about reinvention also. It is about how Jack Welch 
went—using his own words—from “prince to pig” and 
back again. It is about a remarkable man who did not 
retire and simply disappear from the world’s economic 
canvas but rather moved from a master  manager to the 
master of his own universe. 

1
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2 JACK WELCH SPEAKS

  The year 2001 was a cataclysmic year for Americans, 
with the shock and the horror of the September 11 ter-
rorist attacks dominating our lives. But for Jack Welch, 
it also was a year of personal and professional turmoil. 
  Welch was on target to retire at the end of 2000; but 
there was concern that he was stalling, that retirement 
would be traumatic for a man who had been so deeply 
embedded in his job. Come October, he’d narrowed his 
successor down to three candidates but still had not 
identifi ed the fi nalist. Then suddenly Welch decided to 
make a last-minute bid to capture another U.S. giant, 
Honeywell International. He would stay on at GE to 
complete the ambitious project. The $45 billion deal 
would have been the largest industrial merger in world 
history. It would increase GE’s size by one-third and give 
GE a near monopoly in several areas, including building 
engines for large regional jets. Although U.S. antitrust 
offi cials gave approval, the European Commission 
fi nally demanded so many divestitures that the deal lost 
its appeal to GE. In July 2001, Welch called the merger 
off. With nothing left to do, he retired in September after 
21 years at GE. 
  At the same time, Jack was working with a collabora-
tor on what he called the hardest thing he’d ever done, 
his autobiography. Then, during a fall book publicity 
interview with  Harvard Business Review,  Welch, who was 
married, fell in love with the writer/editor interviewing 
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Introduction 3

him. By the end of the year, he was involved in an affair 
and facing both a messy divorce and fi nancial disclo-
sures that delivered agonizing blows to his reputation. 
Welch was defi nitely in the news, and the spin wasn’t 
positive. “Welch divorce will defl ate superhero myth,” 
blasted one headline. 
  But back to the basics: John Francis “Jack” Welch, who 
led General Electric for more than two decades, is a  global 
legend, the man who drew the blueprints for the recon-
struction of U.S. industry. Welch was voted “most respected 
CEO” in  Industry Week’s  survey of chief executives  several 
times.  Business Week  proclaimed Welch “the gold  standard 
against which other CEOs are measured.” 1  This hadn’t 
always been the case.  Industry Week  also noted that Welch, 
“the most acclaimed SOB of the last decade [1980s] is the 
most acclaimed CEO of this one [1990s].” 2  

  When Welch slid behind the wheel at GE in 1981, he 
peeled right out onto the road to change—high-speed, 
gut-wrenching change. Most experts, and certainly many 
GE employees, couldn’t understand why he was ripping 
up and rebuilding a company that seemed to be in fi ne 
shape. Some believed that Welch was engaged in a rapa-
cious drive for size and power. 
  Let’s face it. Jack Welch is not an easy man to like or 
understand. Once called the toughest boss in America, 
Welch added some of the most feared words to the 
 business lexicon:  restructuring, downsizing, rightsizing.  
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4 JACK WELCH SPEAKS

He ignited a movement at GE that soon spread to the 
entire U.S. workforce. But Welch denied being a pyro-
maniac; he was assigned to the fi re watchtower and told 
the world he saw smoke. Soon, others saw it, too. 
  When Welch took over at GE, he seemingly stepped 
into a successful, well-managed, respected, historic 
company—a little dull perhaps, but impressive. That 
year, 1981, GE’s net income was up 9 percent to almost 
$1.7 billion. Only nine other Fortune 500 companies had 
earned more. 
  Yet Welch had been on the inside for more than 20 
years. Since graduating from college, he had never 
worked anywhere but at GE. As one observer put it, 
“Jack Welch made GE, but GE also made Jack Welch.” 
As an insider, Jack saw what others had not fully recog-
nized: a stodgy GE headed for ossifi cation. Welch real-
ized that the business world faced dramatic changes in 
its new global, high-technology environment. He also 
knew GE wasn’t ready for it. 
  Welch became known as a “tough-love capitalist,” and 
soon other companies were forced to follow his lead. 
“Welch’s GE,” said Victor H. Vroom, professor at the Yale 
School of Organization and Management, “is a model for 
the promise—and the problems—of creating the modern 
industrial company.” 3  After two decades of Welch-inspired 
challenges and changes, GE still is leader of the pack 
among the best-managed and most fi nancially successful 
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enterprises anywhere. Only a handful of U.S. corpora-
tions of GE’s age remain at the forefront of their indus-
tries and are formidable competitors in the global arena. 
  Welch was a busy man at GE. Along with powering 
up training and evaluation and driving home quality 
and effi ciency, he was involved in more than a thousand 
acquisitions. This averages out to more than two per 
month. When he retired, GE employed nearly 300,000 
people in about 15 major businesses ranging from jet 
engines to credit cards. 
  Who is this most feared and admired leader? If, as 
Welch claims, the label “toughest boss in America” is 
unfair, the “toughest competitor in America” is not.  The 
Economist  described him as a “restless Irish-American.” 4  
Certainly, Welch never seems to rest. An outgoing, exu-
berant news and information junkie, Welch speaks with 
a slight stammer, bites his nails, and looks every minute 
his age. Though he is almost bald, his 5-foot-8-inch 
frame is trim and wiry. His penetrating, pale blue eyes 
sparkle with curiosity, interest, and intellect. 
  In 1982, the  Wall Street Journal  reported, “Mr. Welch 
can spend a day visiting a factory, jump on a plane, 
catch a few hours sleep, and start all over again; in 
between, he might stop in Sun Valley, Idaho, and, as he 
puts it, ‘ski like crazy for fi ve days.’ ” 5  

  He still has fi re in the belly at age 72. Welch spikes 
words across sentences like a volleyball player smashing 
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a ball over the net. He slams his points home like a bridge 
player holding high cards in the trump suit. He speaks in 
short, incomplete sentences marked by the accent of a 
Boston cop. He was famous for interrupting subordinates 
when they hesitated momentarily. He is sometimes 
“excitable to excess,” former GE vice chairman Edward 
Hood once observed. 6  

  Even ill health hasn’t slowed him down. In May 1995, 
he underwent quintuple-bypass heart surgery. He returned 
to work on Labor Day, 1995. After his retirement, Welch 
had three back surgeries; but he remarried for the third 
time and remains a globe-trotting writer, speaker, and 
 consultant. One small concession: He’s given up his 
beloved golf. 
  The  Washington Post  once called Welch an “unlikely 
prophet”; yet despite the stuffy image the company had 
when Welch took over, GE has long been dedicated to 
management innovation. Notions such as  strategic plan-
ning ,  decentralization , and  market research  all arose 
from the fertile brains of GE managers. It is no surprise, 
then, that sound management fl ows from GE culture, a 
company that promised to “bring good things to life.” 
Yet few people expected the originality and daring that 
Welch brought to the job. 
  Indeed, Welch did not follow a traditional career path at 
the company. He started out in a plastics Skunk Words 
(research and development services) and deftly sidestepped 
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the corporate mainstream for about half of his work life. 
Welch entered the race for GE’s top slot perceived as an 
outsider, too young and too troublesome. Welch got the job 
in his own scratchy way, and he did the job in his own 
scratchy way. 

 

This was my second book about a business leader, 
 primarily stated in his own words. The fi rst was the best 
seller  Warren Buffett Speaks  (Wiley, 1997). Though Buf-
fett and Welch are vastly different men with different 
styles, skills, goals, and accomplishments, they share 
many similarities: Both are the absolute best at what 
they do. Both have been intensely smitten with their 
own work and focused on it. Both men are out-front, 
unabashedly American middle class. Both attended 
public school and graduated from state universities. 
Buffett was raised as a Protestant and Welch as a Cath-
olic; and though neither attend their childhood churches 
much, both stick to hard-line principles when doing 
their jobs. In the same way that Buffett led the Midwest 
triumph over Wall Street, Welch led the factory-town 
New England victory over international business. Both 
show us that the American dream survives. Both dem-
onstrate that everyday people have plenty of dignity, 
capability, and intelligence to accomplish whatever 
they aspire to do. 
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8 JACK WELCH SPEAKS

  One last similarity: The two men share their ideas lib-
erally. Buffett’s Berkshire Hathaway annual report has 
become a best seller among professional and invidual 
investors. The  Washington Post  reported that Welch’s 
“annual letter to shareholders has become closely 
watched by other corporate leaders and business pro-
fessors for news on the latest thinking on management, 
and his techniques are being adopted throughout corpo-
rate America.” 7  

  Welch often explains that the business world is rid-
dled with paradoxes and that successful business leaders 
in the future will accept paradox as normal. Well, Jack 
Welch is a paradox himself; and said Dr. Steve Kerr, GE’s 
former chief learning offi cer, that is the most interesting 
thing about him. His complexity makes him unique, 
sometimes exasperating, but always intriguing. 
  Welch clearly has blemishes and blind spots. He had a 
tendency to fi ght too long for lost causes, such as his 
refusal to accept public and government demands that 
GE clean up pollutants it put in New York’s Hudson River. 
While he talked about giving opportunity and encour-
agement to women and minorities, his management 
team remained overwhelmingly male and white. Jeffrey 
Immelt, who followed Welch as GE chairman, said he 
has been haunted by a group photograph of GE upper 
management and the obvious imbalance. He’s vowed to 
improve the picture. 
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  Welch could be blunt and harsh. He had the habit in 
his speeches and writings of issuing warnings to individ-
uals or business enterprises that may have been in dan-
ger of extinction. GE employees became as adept as 
State Department diplomats at interpreting his word. For 
example, in an interview published in GE’s house organ, 
 Monogram , the interviewer asked whether Welch had 
any new ideas on how to communicate. He replied:

  “You’re right about how highly I value communica-
tions. . . . But the more I understand the subject, I think 
perhaps we’ve all focused a bit too much on techniques, 
like choosing to use this publication or making another 
videotape. Certainly, the medium’s important; and 
while just about all our businesses have done an out-
standing job in providing good, candid information 
on competitors, on customers, on markets, we’ve got to 
go beyond that.”  8  

   Not long after that, the publication was gone—dis-
continued. 
    Some observers claim that Welch’s great contribution 
to GE was the matching of technology and markets. Oth-
ers say it was his role as a change agent. Certainly, he 
truly Americanized GE—bringing a more democratic 
process, the voice of the ordinary worker, farther into the 
corporate arena—while at the same time pushing GE 
into global leadership. 
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10 JACK WELCH SPEAKS

  Experts point out—and Welch himself claims—that 
not all of his ideas are original. They spring from many 
sources. His skill was the ability to recognize good ideas, 
distill them, and implement them in a company with as 
many workers as Akron, Ohio, has residents, with reve-
nues larger than the gross domestic products of more 
than half the nations of the world.   

  A few words of guidance to the reader: Because this 
book is composed mainly of Welch’s comments, it paints 
a picture of the GE for which Welch hoped and aimed, not 
necessarily the GE that others saw or even the GE that he 
ran. It was diffi cult to separate Jack Welch from the com-
pany he headed, but readers should remind themselves 
to do so. I’ve tried to make the distinction clear. 
  The focus of this book is on Welch, to capture the 
whole person, to understand who he is and how and 
why he does what he does. If you listen to people talk 
about almost any subject, they reveal a great deal about 
themselves in the process. Listen to the words Welch 
uses most frequently:  game ,  compete ,  speed ,  perform-
ance , and  winning . I said in the original edition of this 
book that winning seemed to be almost a spiritual con-
cept with Welch, right up there with enlightenment or 
grace. It’s no wonder that he titled one of his postretire-
ment books  Winning  (Harper Business, 2005). It’s also 
encouraging to notice how often Welch uses the words 
 freedom ,  truth ,  quality , and  love . 
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  Remember, too, while reading this book that Welch’s 
comments were not made in the order in which they 
appear here. They have been grouped together by top-
ics or by ideas that allow Welch’s life and personality to 
unfold. (The footnotes give details on where and when 
Welch made a particular comment.) A chronology is 
included in case the reader wants to check the progres-
sion of events.   

   Business Week  summarized Welch’ business career 
this way: “Like him or not, Jack Welch has succeeded in 
sweeping a major American company clean of the 
bureaucratic excess of the past and transforming a 
paternalistic culture into one that puts winning in the 
marketplace above all other concerns. Like it or not, the 
management styles of more U.S. companies are going 
to look a lot more like GE.” 9  

  And as noted earlier, when Welch left GE, he didn’t 
exit the public arena. He got through the divorce and 
married Suzy Wetlaufer, and the couple proceeded to 
build themselves into a media empire. 
  Teased TheBostonChannel.com, “There is simply no 
escape. Jack and Suzy Welch are a part of your daily 
life. There is nothing you can do. Accept it. . . .   
  “It’s hard to know exactly when this happened. But 
JacknSuzy are now as much a double bill as Bill and 
Hillary, Brad and Angelina, Tom and Katie. Only more 
so . . . so much more so. At least if feels that way.” 10  
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12 JACK WELCH SPEAKS

  It is true. The Welches are ubiquitous. This new 
 chapter in Jack’s life evolved mysteriously, glamor-
ously, like the phoenix fl apping up from the ashes. 
Jack Welch fans say he’s become more relevant and 
more interesting than ever. Read on; then draw your 
own conclusions. 

 Janet Lowe 
September   2007       

cintro.indd   12cintro.indd   12 9/25/07   11:36:22 AM9/25/07   11:36:22 AM



13

                         In One Decade: 
From Letterman 

to Seinfeld 

          “I love Seinfeld. I think it’s sensational television. It 
somehow hits every bone I’ve got. I wouldn’t chase any 
other program.”   1  

   Welch had plenty of reasons to adore the trendy NBC 
 television sitcom.  Seinfeld  was the most successful tele-
vision series of all time. It was the fi rst to command 
more than $1 million a minute for advertising—a dis-
tinction previously limited to the Super Bowl. Not only 
was  Seinfeld  wildly popular, but its vast viewership has 
enabled NBC, a General Electric subsidiary, to slot shows 
around it on the schedule to maximize their  popularity. 

13
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14 JACK WELCH SPEAKS

In 1997, NBC dominated prime time television, plus 
morning, evening, and late-night news ratings. 
  Ratings, naturally, led to higher advertising rates and 
higher profi ts. In 1996, NBC made seven times more 
money than ABC, the only other network to be profi ta-
ble. NBC profi ts, plus another $500 million kicked in by 
cable and television station operations, added up to 
nearly $1 billion in GE’s operating profi ts that year. 
 Seinfeld  contributed $200 million a year to those 
profi ts. 
  NBC, home to the  Milton Berle Show, Bonanza, 
Cheers , and dozens of other classics, proved its ability to 
present memorable television programming. Yet despite 
the track record,  Seinfeld ’s popularity and NBC’s profi t-
ability were rousing personal victories for Jack Welch. 
The NBC saga was the Jack Welch story in a nutshell. 
  When he announced in December 1985 that GE 
would buy RCA (NBC’s parent company) for $6.3 billion 
in cash, Welch was euphoric. Not only was it the largest 
corporate acquisition up to that time, but the deal 
brought a lost child home. GE founded RCA in 1919, 
shortly after buying the rights to Guglielmo Marconi’s 
radio technology. In 1933, to the great disappointment 
of company executives, the threat of antitrust litigation 
forced GE to sell the subsidiary. 
  “Welch foresees no indigestion from swallowing 
RCA,” wrote  Newsweek . “He will continue to run RCA 
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with the hands-off supervision that is the essence of his 
management style. Speaking of NBC chairman Grant 
Tinker and his team, [Welch] says, ‘They’re our type of 
people. They know how to be number 1, and we know 
how to give people who know how to be number 1 
money.’ ” 2  
  Not only was RCA a golden asset, Welch explained:

  “The network business acts as a counterbalance to 
more cyclical manufacturing businesses.”  3  

   But it wasn’t long before NBC and GE were locked in 
one of the most publicized culture clashes of all time. 
There was an instant and acid reaction to the acquisi-
tion from NBC late-night talk show hosts, especially 
David Letterman, who, among other things, called GE’s 
management “knuckleheads.” 
  Right after the announcement came, Letterman hauled 
a camera crew to the old GE building in New York City. 
“You never know what you’re in for when you get a 
brand-new boss. So when General Electric bought the 
company, RCA and NBC, I thought I would drop by 
the GE building here in midtown Manhattan, meet my 
new employers, kind of, you know, get things off on the 
right foot.” The videotape showed Letterman ambling 
down Lexington Avenue, a basket of fruit clutched in 
both hands: “Sometime in August, I guess, the takeover 
will be complete; and we’re all getting a little curious as 
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to what kind of effect it’s going to have on NBC as we 
know it today—the program and, I guess, specifi cally, 
how is it going to infl uence me? And what I’m really try-
ing to get at here is, am I going to have a job? So this is 
the General Electric building, and I have a little gift, and 
we thought: What the heck? Let’s just drop in and say 
hello, just see how it’s going. They can’t object to that, 
can they?” 
  At the door of GE headquarters, a voice blasted from 
a speaker: “This is not a building to fi lm in. Clear the 
front of the GE building please.” A woman stepped out 
of the revolving door with a security guard at her side. 
“I’m not sure you’re able to do this. We haven’t gotten 
any authorization.” “You mean we need authorization 
to drop off a fruit basket? Oh, this is going to be fun to 
work with these people, isn’t it? To drop off a fruit bas-
ket you need paperwork,” Letterman chided. 
  Letterman politely persisted his way into the  building, 
where the security guard demanded that the cameras 
be turned off. Letterman agreed, then reached out to 
shake the security guard’s hand. The guard reached 
out, but thought again and pulled his hand away at the 
last minute, jabbing his thumb in the air. “Shut off 
the camera, please.” Finally, the guard put his hand 
over the camera’s lens. 
  The “security gentleman” became a star on Letterman’s 
show. “Maybe you didn’t realize that we got to see a 
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glimpse of the offi cial General Electric handshake,” 
 Letterman hooted. Then he showed the hand-out/thumb-
up gesture over and over again as the audience rolled in 
laughter. 
  Welch said he wasn’t upset. The video was shown in 
the GE boardroom and at GE’s training facility at 
Crotonville. 

     “It was fun.” (Welch laughed.) “From then on, we’d 
tease the guard when we went in the building—give 
him the GE handshake.”  4  

   But Letterman wouldn’t let it go, cracking that the head 
of GE’s small appliance division would push for a mini-
series on the development of the toaster oven. When 
asked by a student at Harvard Business School if he 
minded David Letterman frequently calling GE execu-
tives “pinheads,” Welch said he didn’t care, as long as 
Letterman’s ratings kept rising. 5  

  Soon, however, NBC did feel heat from GE. Despite 
NBC’s prime-time domination, Welch thought they could 
be more profi table, especially the money- bleeding news 
operation. In 1987, NBC news was losing $150 million 
annually, which Welch believed was unnecessary. 
  Because of their important role as part of the fourth 
estate of democracy, news executives felt their fi rst 
responsibility was to produce excellent programs. The 

c01.indd   17c01.indd   17 9/25/07   11:36:43 AM9/25/07   11:36:43 AM



18 JACK WELCH SPEAKS

entertainment arm, always profi table, could pick up 
the slack. Some members of the news operation were 
insulted that Welch didn’t put their business on a higher 
moral plane than other GE businesses. 
  Welch, however, maintained that all of GE’s products, 
everything from lightbulbs to refrigerators, carried the 
responsibility of public trust:

  “Every GE engine attached to a plane, people bet their 
lives with. That’s a public trust and greater in many 
ways than a network.”  6  

   Laying off hundreds of GE turbine employees, Welch 
said, was no worse than cutbacks in TV news. News 
may be responsible for informing the public, but tur-
bine workers were important, too. They, in fact, were at 
a disadvantage:

  “They have no press to write about them.”  7  

   Welch was particularly irritated when NBC paid $300 
million for the rights to broadcast the 1988 Seoul 
 Olympics but attracted only a 30 percent viewer share. 
Welch contended NBC’s Olympic presentation was 
dull. Welch complained:

  “They are running a semi-news operation rather than 
a heroic sports event. It’s as if the [space] shuttle went 
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up, and they were talking about Franco- American 
relations.”  8  

   Grant Tinker, who made NBC number one and who left 
even though Welch wanted him to stay, explained the 
change that had occurred: “My idea of running NBC 
was to get it up to top speed, make a lot of money; and 
so we spilled a little, who cares? To the extent it becomes 
just a maximize-the-bottom-line kind of company, some 
of the air will go out of NBC.” 9  
  Differences between GE and NBC fl ared on other 
fronts. 

    When NBC’s headquarters at 30 Rockefeller Plaza in 
New York City were remodeled, employees wanted 
to replace the large RCA on the building with the 
network initials. Welch reinforced the relationship 
between the network and the company by insisting 
that the GE “meatball,” the intertwined G and E, 
replace the historic RCA logo.  
  GE dumped its Miami affi liate, WSVN-TV, and 
replaced it with WTVJ-TV, previously a CBS affi liate. 
It was the fi rst time a network had acquired a 
station aligned with a rival network. GE paid an 
eye-popping $270 million to do so.  

   At NBC’s 1987 management conference in Fort 
 Lauderdale, Welch painted his vision of GE and NBC’s 

•

•
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place within it. He asked a question and then answered 
it himself:

    “Was NBC better off under RCA or GE?” 

“I’d say for the good people, it’s a dynamite deal. For 
the turkeys, it’s only marginal.”  10  

   Welch then chilled the audience by suggesting that the 
turkeys didn’t have much of a future at GE and shouldn’t 
hang around. 

    “We’re going to demand from you earnings growth 
every year. And don’t give us any shrugs about that. 
Those are the rules of the road. . . . You take charge of 
your destiny. If you don’t, we will.”   11  

   Welch assured executives that he loved NBC; further-
more, if the network kept its ratings high, GE could 
push past Exxon to rival IBM for the company with the 
largest market evaluation in the world. 

   “And the more value this company has, the more things 
we can buy.”  12  

   GE and NBC were slam dancing by now. 
  “These guys [ Welch and his appointed NBC chief 
Robert (Bob) Wright] have no commitment to the  business 
they’re in,” said Larry Grossman, former president 
of NBC news. “They buy and sell companies. GE is a 
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venture capital company. That’s what makes the light 
shine in Jack’s and Bob’s eyes. . . . There’s no  commitment 
to people or product.” 13  
  But not everyone was offended by Welch’s remarks at 
the Fort Lauderdale conference. “I wasn’t intimidated; 
I was inspired,” said Warren Littlefi eld, who apparently 
grasped Welch’s full message. Littlefi eld later became 
president and then chairman of NBC Entertainment. 14  
  Oddly, while network executives and the NBC news 
organization struggled with Welch’s ideology, NBC’s 
California entertainment contingency seemed happier: 
Michele Brusten, head of NBC’s comedy production 
unit, said, “None of us liked RCA. We were like children 
to them.” GE, on the other hand, respected and encour-
aged the creativity, debate, and free fl ow of ideas from 
Hollywood. 15  

  Heads rolled and management changed at NBC. David 
Letterman, after he was passed over as Johnny Carson’s 
successor, moved to CBS. NBC’s  Tonight Show with Jay 
Leno  became the leader among late-night talk shows. 
  Despite the tighter budgets and higher fi nancial 
goals, in 1989 NBC set records, boasting 68 consecutive 
weeks as the top-rated TV network. 
  Even after NBC management accepted the notion 
that it must maximize effi ciency as much as possible, 
the heat wasn’t off. At a subsequent management con-
ference, Welch was pressed with the question: When 
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will it—the pressure to be more profi table—end? Welch 
replied:

    “In the world of the ’80s and the ’90s, it won’t end.”  16  

   Wounds healed slowly. In 1992, NBC employees still 
hadn’t recovered from the shock of meeting Jack Welch 
face-to-face. One executive told  Working Woman  maga-
zine: “Most people here would either prefer to be back 
in the days before GE or to be working for another 
company.” 17  

  But by 1997, when NBC paid more for  Seinfeld —
$120 million—than had ever been paid for a TV show, 
NBC was the undisputed leader in all segments of net-
work TV. Quality remained high and profi ts blazed. 
  Fortune  wrote that Robert C. Wright, Welch’s so-called 
know-nothing lawyer picked to run the network, had 
turned it into a “powerhouse TV business.” 18  

  Comedian Jerry Seinfeld, star of the show, decided to 
call it quits at the end of the 1997–1998 season. He 
wanted to bow out while the show was still a hit. 
  By then, NBC was a core in GE’s information busi-
ness, and 1997 was its most profi table year ever. The 
message? Good management practices apply to any 
business. You can be both excellent and profi table. In 
fact, the only hope for long-term survival is to be both. 
  Welch was right on another count. The pressure 
didn’t end. In the mid-1990s, television viewing overall 
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was on the decline, and even that viewership was split 
between a growing number of new networks and a vast 
range of cable programs. 
  By the summer of 1997, all the networks were cutting 
costs and laying off people. “The future is going to be 
very different,” said John Eck, NBC’s newly appointed 
quality offi cer. “This is all about survival.” 19  

  For Welch, the realignment of attitudes at NBC was 
just part of his job. Welch explained:

   “People say, ‘Jack, how can you be at NBC? You don’t 
know anything about dramas or comedies. . . .’ Well, I 
can’t build a jet engine, either. I can’t build a turbine. 
Our job at GE is to deal with resources—human and 
fi nancial. The idea of getting great talent, giving them 
all the support in the world, and letting them run is 
the whole management philosophy of GE, whether it’s 
in turbines, engines, or a network.”   20  

N    OTE : When GE purchased a majority interest in Viv-
endi, NBC was merged into that business, becoming 
NBC Universal. Despite fairly high program ratings, 
fi nancial results at the subsidiary have not been up to 
expectations; and some analysts have urged GE to put 
the unit on the market. GE chairman Jeff Immelt says 
that GE has no intention of selling NBC.       

c01.indd   23c01.indd   23 9/25/07   11:36:45 AM9/25/07   11:36:45 AM



24

                                                                                                                                                           An American 
Odyssey 

     GROWING UP IN SALEM 
 Ask Jack Welch where he was born and he’ll say 
“Pibiddy,” pronouncing Peabody the Massachusetts way. 
Jack grew up in the next town over, Salem, in a middle-
class neighborhood fi lled with big old houses and tall 
trees and bounded on three sides by cemeteries. 
  Number 15 Locust Street is a two-story frame house, 
not large but not small, surrounded by towering oaks 
and elms. Today, a “senior citizen crossing” sign marks 
the end of the lane. Welch observed:

    “My cousin lives next door. One family on the corner, 
the St. Pierres, had seven children; and I think three or 
four of them still live in the area. All those years.  People 
take pretty good care of their property there.” 1  

24

c02.indd   24c02.indd   24 9/25/07   11:37:22 AM9/25/07   11:37:22 AM



An American Odyssey 25

   Even in a town famous for seventeenth-century witch 
trials and other spooky stories, young Jack wasn’t both-
ered much by the ghostly neighbors. 

     “My parents were so cute: My father always told me a 
cemetery was the best neighbor you could have. It’s 
quiet, it doesn’t yell at you. Of course, I bought that. 
I thought that was the way it was.”  2    

 Welch’s family was what Americans call middle class 
and what the British call working class. The Welches 
were neither poor nor affl uent. His father, John F. Sr., 
worked for the Boston & Maine Railroad; and his mother, 
Grace, stayed home with Jack. The family could afford a 
summer home. Because he was an only child, Welch 
says, he was loved, nurtured, and praised more than 
many children. 

     “My parents were about 40 when they had me, and 
they had been trying for 16 years. My father was a 
railroad conductor, a good man, hardworking, pas-
sive. He went to work at 5 A.M., got home at 7:30 at 
night. My mother and I would drive down to the train 
station in Salem, Massachusetts, to pick him up. Often, 
the train would be late, so we’d sit for hours and 
talk. I was very close to her. She was a dominant 
mother. She always felt I could do anything. It was my 
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mother who trained me, taught me the facts of life. She 
wanted me to be independent. Control your own 
 destiny—she always had that idea. Saw reality. No 
mincing words. Whenever I got out of line, she would 
whack me one. But always positive. Always construc-
tive. Always uplifting. And I was just nuts about her.”  3  

 “Don’t get me started on my mother. She’s my whole 
game.” 4  

   Grace Welch always expressed her confi dence in Jack’s 
abilities. Referring to his stutter, 

    “She told me I didn’t have a speech impediment, just 
that my brain worked too fast.” 5    

 When he looks back at his school years and realizes 
how small he was and how discouraging that could 
have been, he is reminded of his mother’s touch:

    “Today, I look at those pictures and laugh at what a 
little shrimp I was. It’s just ridiculous that I wasn’t 
more conscious of my size. That tells you what a 
mother can do for you. She gave me  that  much confi -
dence. She convinced me that I could be anyone 
I wanted to be. It was really up to me. ‘You just have to 
go for it,’ she would say.”  6    
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 Welch may have inherited several characteristics from 
his mother:

    “If you came to her house and said you liked her glasses, 
she gave them to you. She did taxes for people in the 
neighborhood. She was very quick with numbers. If 
somebody crossed her, I remember her remembering 
that. She was loyal to friends and strong against those 
she felt wronged her.”  7    

 Welch says his mother taught him three important les-
sons: to communicate candidly, to face reality, and to 
control your own destiny. 
  Grace Welch died in 1966; and Jack Welch says that 
at that time, though he’d been devoutly religious before, 
his interest in Catholicism waned. Although he now 
attends a Protestant church in Boston with his wife, 
Suzy, he gave his name to the business school at Sacred 
Heart University, a Catholic university. 

 As a youngster, Jack often played in “the pit,” an aban-
doned quarry where the neighborhood boys gathered 
for impromptu baseball and basketball games. It was a 
rough-and-tumble place where Welch won a reputation 
for taking charge, often organizing the matches. It was 
on the playground, Welch says, where his leadership 
skills took root. 
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     “It’s a series of reinforcing confi dence builders that we 
all go through. When you’re elected captain of the 
team, when you are in the playground picking teams, 
you sort of grab one team; it just happens—you’re used 
to a series of experiences, and people look to you and 
respond favorably to you.” 8    

 One of those granite-pit friends, Lawrence McIntyre, 
became superintendent of parks and recreation in Salem. 
He agrees with Welch: “There is a group of about 15 guys 
who made out pretty well. A lot of us didn’t go to college. 
We just worked hard and ended up with positions. Jack 
and all of us grew up in that very competitive atmos-
phere; so when we went out into the world, we said, 
‘Hey, we can do anything. Nothing can be as tough as 
going to the pit. ’” 9  
  At Salem High School, Welch loved ice hockey. When 
he was at the lowest point of his popularity at GE, his 
hockey background provided fodder for gossip. Employ-
ees swapped stories that Welch spent more time in the 
penalty box than anyone else on his high school team. 
Said Welch:

    “That’s just crazy. I don’t know where that came from. 
That is the last thing. I was a little stick handler; you 
can see by my size. I wasn’t that big. I was not whack-
ing guys. I was the center. The center doesn’t get a lot 
of penalties in hockey. Defensemen do. 

c02.indd   28c02.indd   28 9/25/07   11:37:23 AM9/25/07   11:37:23 AM



An American Odyssey 29

 “When this game gets going, there are enough inven-
tions out there about yourself. It happens all the time. 
The stories are insane, insane.”  10  

   Welch may not have been whacking guys, but he 
was playing the game at full power. Samuel Zoll, a 
childhood friend of Welch, recalls: “He was a nice, reg-
ular guy, but always very competitive, relentless, and 
argu mentative.” 11  
  Even as a teen, Welch must have realized he was 
brash. Welch’s high school magazine listed his favorite 
saying as, “Are we still pals?” 12  
  For someone who grew up in a town that capitalizes 
on its history, Welch doesn’t spend much time on nos-
talgia. In 1994, Welch was asked about his retirement 
plans, and his reply described his orientation to time:

    “When I stop learning something new and start talk-
ing about the past versus the future, I will go.” 13  

   Welch recalls his childhood fondly and says that his life 
has been easy. 

   THE FIRST TO GO TO COLLEGE 
 Welch’s mother was devoutly religious, and Jack was an 
altar boy at St. Thomas the Apostle Church; but he didn’t 
go to parochial school. Jack attended Pickering Elemen-
tary, a public school within walking distance of his home, 
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and then went on to the big, brick Salem Classical High 
School. 
  There he lettered in hockey; and though his team 
became league champions, it wasn’t always on top. In 
Welch’s junior year, the Salem High School yearbook, 
 The Witch,  reported that the team didn’t make the play-
offs. However, “the team came to life at the end of the 
season by beating their archrival, Beverly, 1–0.” 
  Welch was voted “most talkative and noisiest boy” in 
his class, and the high school literary magazine listed as 
Jack’s repressed desire “to make a million.” 14  
  Welch and two friends from Salem High were nomi-
nated for Navy ROTC college scholarships, which would 
provide full room, board, and tuition. Welch was disap-
pointed when his friends received the scholarships but 
he did not. 

     “I don’t know what my problem was. I didn’t know 
enough people. I can remember my father calling our 
congressman and things like that. He didn’t really 
know how to do it very well.” 15    

 Though the University of Massachusetts did not have the 
prestige of nearby Amherst and Smith colleges, it has many 
distinguished graduates, including Jack Smith, chairman 
of General Motors. And the spartan UMass campus, which 
sits like an old New England mill town in the midst of roll-
ing green hills, was fertile soil for Jack Welch. 
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     “If I’d gone to the Massachusetts Institute of Technology, 
I would have been down at the bottom of the pile and 
never got my head out. By going to a small state school, 
I was fortunate enough to get a lot of self-confi dence. See, 
I’m a fi rm believer that all of these experiences build 
these self-confi dences in you: your mother’s knee, play-
ing sports, going to school, getting grades. I had some 
kids in my high school who did better than I did; so 
instead of going to UMass, they went to MIT. And they 
ended up in the middle of the pack among some of the 
brightest kids in the country and didn’t get the confi -
dence and the reinforcing. I mean, I was a golden boy in 
chemical engineering at UMass, with very nice teachers, 
good people.”  16  

 “UMass gave me a lot of breaks because I was the fi rst 
person in my family to go to college. I literally had no 
idea what I wanted to be. I had an uncle who was an 
engineer at a power station in Salem, so an engineer 
was something. I took chemistry and fell in love with 
chemistry. And chemistry and engineering went 
together.”  17  

 “I wanted to do well. I wanted to get a degree. But 
I didn’t know what was going to happen.”  18  
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   Neither did his mother. Grace Welch had the traditional 
dreams—she would have liked her son to be a priest or 
a doctor. 

 In his sophomore year Welch pledged Phi Sigma Kappa 
and moved into a fraternity house by the campus pond. 
Welch recalled:

    “I was the only engineer, or one of very few, in the place. 
Most were football players.”  19  

 “We were on scholastic ban all the time. We drank more 
beer and had more fi ghts than anybody there. And we’d 
play cards all night, and I had great grades.”  20  

   Welch was on the dean’s list all four years and did hon-
ors work as a senior. His professors encouraged him to 
go to graduate school and helped him apply for fellow-
ships. Though Welch attributes this to luck, the picture 
in his college yearbook shows a young man shining 
with promise. Welch’s clean-cut face nearly leaps off 
the page, so fi lled is it with earnest enthusiasm. 
  William Mahoney, a Massachusetts businessman who 
was president of Welch’s class at UMass, also saw the 
early signs of success: “It was in his eyes. He was always 
looking one step ahead. He hated losing, even in touch 
football,” Mahoney said. 21  

     “All of my professors—many of them have died now—
were my friends until the day they died. I was sort of 
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like their child. They pushed me through. Professors 
Richardson and Ernie Lindsey, who was the head of 
the chemical engineering department, they just liked 
me and they took care of me, boosted me . . .    

 Then I went to graduate school because I got good 
grades in college. A professor said, ‘You should go to 
graduate school.’ I got a bunch of fellowships, and 
I decided I’d go there. . . . I went to [the University of ] 
Illinois, which had a great reputation in engineering, 
and I had a lot of places to go because I was in the top 
of the class at a school that wasn’t MIT ; so it was eas-
ier to shine in this pond.”  22

   Welch met Carolyn Osburn at Lenten mass while at the 
University of Illinois. They married in 1959 and had 
two sons and two daughters. Jack and Carolyn were 
divorced, apparently amicably, in 1985; and both have 
since remarried. Jack, in fact, has remarried twice. 

 Welch says he left grad school with one career goal:

    “I wanted to make $30,000 by the time I was 30.”  23  

     SPORTS WERE EVERYTHING 
 Jack Welch grew up playing endless games of baseball, 
basketball, and hockey, either in the streets of Salem or 
in an abandoned gravel pit near his home. 
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     “We were all jocks of sorts. I mean, we played ball 
countless hours, played street hockey all night. That 
was everything. Sports were everything.”  24    

 Welch’s parents often carted him off to Fenway Park, 
where they sat in the bleachers and watched the Boston 
Red Sox play baseball. He became a walking encyclope-
dia on the team. 
  Welch fi rst met Joyce Hergenhan, Con Edison’s sen-
ior vice president for public affairs, when he inter-
viewed her over dinner for a position at GE. Knowing 
that she, too, was a sports fan, Welch asked:

    “Who played second base for the 1946 Red Sox?” 
 “Bobby Doerr,”  she replied . 
 “Yeah, but who held the ball?”  asked Welch . 
 “Oh, you mean when Enos Slaughter scored from 

fi rst base on a single?” 
 “What else would I mean?”  Welch growled . 
 “Johnny Pesky!”  shot back Hergenhan . 25  

   Hergenhan was one of the fi rst employees whom Welch 
hired on becoming CEO, and she was on GE’s corporate 
executive council. She has since retired from the company. 

 

To say that Welch is passionate about sports is an under-
statement. He is seen at such fashionable events as the 
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French Open tennis tournament and the Kentucky 
Derby. But mostly, he tromps off to the best golf courses. 
He played with President Bill Clinton during the presi-
dent’s 1997 vacation on Nantucket. Welch also golfs at 
the Augusta National, where he is a member. 

     “Business is like any game. It has players, a language, 
a complex history, rules, controversies, and rhythm.”  26    

 Welch plays as aggressively as he works. He once skied for 
an entire day with a dislocated knee. A former college 
roommate remembers Welch as a fearsome competitor 
with average skills: “Jack wasn’t blessed with a lot of grace 
or athletic ability. He trounced people by trying harder.” 27  
  Welch admits as much:

    “My hockey was good in high school, but I never got 
any better. It was really funny—in the eighth and ninth 
grades . . . I was the best pitcher in Salem. I was pitch-
ing against seniors; but then by the time I was a senior, 
I was on the bench because I never got any faster. I had 
a clever curve ball and all that stuff. Same thing in col-
lege. In high school, I was on the all-star hockey team. 
In college? I couldn’t skate fast enough. I topped out in 
sports so early, except for golf.”  28    

 Welch lived near the Fairfi eld (Connecticut) Country 
Club, and he has a second home on the island of 
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 Nantucket, both of which allowed him to indulge in his 
passion for golf. 
  After playing golf most of his life, suddenly Welch 
was playing with a 6 handicap. A year after open-heart 
surgery, he broke 70 for the fi rst time. But he said it 
wasn’t the surgery that made the difference. 

     “It was the second marriage that took my golf game to 
a whole new level. Because my wife was a lawyer in 
New York, and one of the fi rst weekends we went away 
together, I went out and played golf. She looked at me 
like . . . she got the weekend off and I went out and 
played golf ? I’d done that all my life, and I didn’t 
know any better. She said, ‘Wait a minute. This isn’t 
the way it’s going to be.’ And so she said, ‘I’ve got to 
learn to play golf with you. You’ve got to teach me 
how to play golf.’ So I did, and she’s now a single-
digit handicapper. In eight years. By teaching her, I 
focused on golf in a way that I’d never done. And I’ve 
gone to a whole new level. It’s amazing, isn’t it?”  29    

 Walter Wriston, the former CEO of Citicorp, and his 
wife, Kathy, introduced Welch to his second wife, Jane 
Beasly, a former mergers and acquisitions lawyer. They 
were married in 1989. And, Welch hastens to point out, 
“I’ve got a great marriage.” 30  
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 Welch once said that if he hadn’t gone into business, he 
would have wanted to play professional golf. However, 
back problems have forced him to forsake the game. 
Welch had his fi rst back surgery in 2002 and has had 
two more operations since then. 

     “You can’t believe how much time is available when 
you’re not on the golf course all the time.”  31    

   ICE CAN’T FORM ON A SWIFT-MOVING STREAM 
 In the classic 1967 fi lm  The Graduate , a family friend 
offered career advice to young Dustin Hoffman. “Plas-
tics,” he whispered in Hoffman’s ear. Welch got the point, 
and by no means did he consider the advice vacuous. By 
1967, Welch was a rising young executive at General 
Electric’s plastics division. 
  When he graduated from the University of Illinois in 
1960 with a Ph.D. in chemical engineering, Welch got 
three job offers. He chose GE. 

     “It was in Massachusetts, where I came from, so it was 
like going home in a way. That may sound ridiculous, 
but in those days that was kind of important.”  32    

 Welch and his fi rst bride loaded up the brand new 
Volkswagen Beetle that his father had given him as a 
graduation gift and drove to Pittsfi eld, 160 miles from 
his hometown. There he started his fi rst full-time job 
earning $10,500 per year. 
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  Welch started his research and development (R&D) 
work with one lab assistant, but soon he was running a lit-
tle operation that helped introduce a whole new material 
into society. Competing with the likes of Dow Chemical 
and DuPont, Welch helped vault GE Plastics from a $28 
million sideline to a billion-dollar business. 
  Welch relished the free-wheeling atmosphere at the 
R&D facility:

    “In the very early days of plastics, we were brash—
excited, brilliant on some days, dumb on others; but 
we were never arrogant because we couldn’t afford to 
be—with customers, suppliers, with each other.”  33    

 There were problems with the color and malleability of 
the formula he’d been assigned, but Welch buckled 
down to solve them. He made rapid progress; but at the 
end of his fi rst year, GE granted him only the standard 
$1,000 raise. The explanation? Everyone got the same 
raise, good performers and bad. Disgusted, Welch quit 
and took a chemical engineering job at International 
Minerals & Chemicals in Chicago. Just days before he 
was to start, Ruben Gutoff, a GE vice president, lured 
him back with more responsibility and a higher salary. 
“Somebody told me they loved me,” Welch said. 34  
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 In 1968, Welch became GE’s youngest general manager. 
He was 33 years old and the head of a department that 
produced and marketed the plastics Lexan and Noryl. 
There was little use for plastics until Welch started 
showing the makers of baby bottles, automobiles, and 
small appliances how much cheaper, lighter, and more 
durable his plastics would be than the materials they 
were using. He went after every possible market, even 
persuading a researcher to clad a GE toaster in plastic. 
His group developed a television advertisement show-
ing a bull charging through a china shop. Everything 
shattered, except the dishes made of Lexan. The ploy 
worked. Plastics became so commonplace on everything 
from automobiles to airplanes to soft drink bottles that 
most consumers now don’t give it a second thought. 

     “I was lucky enough to join GE in a place where I was, 
like, the only employee. So I hired my fi rst technician. 
I was emperor, king, prince—you pick the title, okay? 
I took my employee home with me. Introduced him to my 
family. He knew my kids. We started a pilot plant; and 
when we got a little more money, we hired two, and three, 
and then four. So it was a rare break—starting with a 
piece of chemistry and saying, ‘Go make something out of 
this, Jack.’ I remember going down to the hardware store, 
buying this stuff to put the kettles together, my technician 
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and I. People talk about communication across layers—
that’s all we had. The two of us. We communicated. 
We called it a family grocery store. We were all friends. 
As I went to bigger pieces of GE, I found bigger 
 bureaucracies—layers and all that stuff—and it wasn’t 
friendly. Business was very serious—turf—boxes. Business 
isn’t that. Business is ideas and fun and excitement and 
celebrations, all those things.”  35  

 “Some of the most exciting and memorable times of my 
life will always be those frantic days as part of a team 
trying to grow a plastics business out of Pittsfi eld. 
Bureaucracy simply cannot get a foothold in an envi-
ronment like that, the way ice can’t form in a fast-
 moving stream.”  36  

  

 At age 37, Welch became group executive for the 
$1.5 billion components and materials group. This 
included all of plastics plus GE medical systems. 
Though other group executives moved to the new cor-
porate headquarters in Fairfi eld, Connecticut, Welch 
demurred: 

     “I stayed in Pittsfi eld, Mass., through all kinds of promo-
tions. Myself and an older fellow, Gerhardt Neumann—
he ran our engines business—[ he was] a legendary 
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German fi gure. He stayed in his business. The other 
group executives all came to Fairfi eld in ’74 when they 
moved here. Again, I had the support of a vice chairman 
named Herm Weiss, who was a cover story for  Sports 
Illustrated’s  25th anniversary as a great athlete / busi-
nessman. I came down [to headquarters] and asked if 
I could stay in Pittsfi eld, and he let me. And Reg Jones 
got so mad. He said, ‘You . . . how could you ask  him?  
I was the one you should have asked.’ I had my kids, 
and I didn’t want to move them. I ran a large group out 
of a hotel in Pittsfi eld.”  37    

 Welch installed a special telephone in his offi ce. All the 
purchasing agents in his group had the number; and if a 
buyer won a price concession from a vendor, he could 
call and share the good news. Welch immediately con-
gratulated the agent on shaving a few cents off the price 
of steel, or whatever he had done. Welch then followed 
up with a personal thank-you note. 
  It was a formative time for Welch, who says that 
 everyone should work in a fast-growing business like 
plastics or fi nancial services:

    “GE trained with good businesses and bad ones. I always 
felt sorry for the people in the bad ones because they 
never saw a good one. All they really did was work in 
the vineyard they were sent to toil in. They always 
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 compared themselves with their direct competitor. So if 
their returns were nine and their competitor’s seven, 
they were doing very well. The fact that they should be 
getting 15 was diffi cult to comprehend.”  38    

 NOTE: In 2007, Welch’s successor, Jeff Immelt, sold GE 
plastics to Saudi Basic Industries Corp. of Riyadh,  Saudia 
Arabia. 

 Though Welch’s success may seem like an anomaly, it is 
characteristic of GE, says management consultant Tom 
Peters: “[ E]very major internally grown business suc-
cess at GE, from high-tech turbines to the GE Credit 
Corporation (GECC) and GE Information Services Com-
pany (GEISCO), came through a passionate champion, 
working within a Skunk Works operation, always at or 
slightly beyond the periphery of GE’s formal policies 
and central systems.” 39  

 Welch next was named senior vice president and sector 
executive for the consumer products and services sec-
tor. At the same time, he became vice chairman of GE 
Credit Corporation. After 17 years in Pittsfi eld, Welch’s 
family fi nally moved to Fairfi eld, Connecticut. The top 
job at GE lured him there:
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    “[I ]n ’77, Reg called and said we’re now going to go to 
this new confi guration; he said, ‘A race,’ which was dif-
fi cult for me. He said, ‘If you don’t come now, you won’t 
be in the race, so you gotta come now.’ So I moved down 
here and went through that thing. I decided I wanted to 
become chairman. I would have liked to become chair-
man. Within two years of coming down, they named 
three vice chairmen; and then two years later, they made 
me chairman.”  40    

 This is Reg Jones’s version of the story: “I told him he 
had to get out of being a hick up in Massachusetts, run-
ning his own little bailiwick, with everybody genufl ect-
ing to him; that if he wanted to amount to something, he 
had better get down here where the real competition 
was going on.” 41  
  The competition turned into a fi erce fi ght for domi-
nance. Of all the candidates, Welch was the least typical. 
GE-ers called him “someone who colored outside the 
lines,” even a “wild man.” In one work evaluation, Welch 
frankly stated his goal of becoming CEO but admitted he 
needed to work on his social skills. Still, Jones liked 
what he saw: “We need entrepreneurs who are willing 
to take well-considered business risks—and at the same 
time know how to work in harmony with a larger busi-
ness entity. The intellectual requirements are light-years 
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beyond the requirements of less complex organiza-
tions,” Jones said. 42  
  In December 1980, it was announced that Welch 
would be the next chairman of GE, chosen over nuclear 
engineer Edward E. Hood, 50, and physicist John F. 
 Burlingame, 58. Said Welch,

    “I think I’m the most happy man in America today, and 
I’m certainly the most fortunate.”  43    

 At 45, Welch was the youngest chief executive ever 
appointed at GE. The company was 92 years old, but 
Welch was only the eighth CEO. 
  Jones knew that Welch faced great challenges, so he 
left instructions: “Wall Streeters think of us as the aging 
wonder boys of the electromechanical age, but they’re 
waiting to see whether we can make it into the electron-
ics age. We’re going to show them that General Electric 
is determined to be the benefi ciary, not the victim, of the 
microelectronics revolution. You must all advance our 
technological renaissance.”  44  
  Though Welch expressed great respect for his predeces-
sor, Reg Jones, he quickly made it clear that he was no Reg 
Jones. For example, Welch said that if mana gement didn’t 
move fast enough, he would “kick ass,”  language that 
would be unlikely from the courtly, British-born Jones. 
  Both Jones and Welch had style, but different style. 
“Had Hollywood fi lmed the GE story, David Niven would 
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have played Jones. Welch, by contrast, is the Spencer 
Tracy character,” explained a  Barron’s  reporter. 45  

 Welch says he arrived on the job with no master plan; 
and despite his brash ways, Welch found the job some-
what intimidating:

    “When you’re running an institution, you’re always 
scared at fi rst. You’re afraid you might break it.”  46    

 Not much for reminiscing, as time passed, Welch never-
theless thought of his early career at GE:

    “[ T ]here are days I sign things and push paper around 
on my desk and sit in meetings and go home knowing 
I didn’t really do a helluva lot of anything . . . and 
I think back to the days when the plastics business was 
brand new . . . regarded as an upstart . . . fl ash in the 
pan . . . a bunch of maniacs. And every day you went 
home—  if  you did—knowing that big things had been 
done or at least tried. That is something wonderful, 
and it is an atmosphere we are trying to grow—or 
regrow—in every business in our company.”  47    

 Even if he did have occasional slow days, they didn’t 
last long and they didn’t dampen Welch’s ardor:
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    “I don’t  like  this job. I love  this  job. If you like busi-
ness and you like hanging around with bright, enthu-
siastic people—I love the team because I picked it all. 
Naturally, having been in it this long, they’re my 
friends. . . . Yesterday I was in power systems all day; 
the day before I was in aircraft engines all day review-
ing the [program]; and the day before that I was in 
plastics. Then I had NBC last week on Wednesday. We 
bought a company in the power fi eld over the week-
end. We bought an insurance company over the week-
end. We settled a three-year contract with our labor 
unions over the weekend. It was very successful . . . 
our sixth success without one disruption. All weekend 
we were doing deals, and another team was down 
there doing the union thing. It’s a whole series of 
things, you know. It’s such fun.”  48    

   TAKE THIS JOB AND DO IT 
 How many hours a day did it take to run GE? 

     “I spend enough hours to get the job done.”  49    

Back then,  Welch started his day with a three-mile walk 
at a fast pace on a treadmill. A car picked him up just 
after 7:00 A.M. to take him to the offi ce. 
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  He sat on no outside corporate boards and focused 
his day almost entirely on running GE. Welch often 
commuted in the corporate Sikorsky helicopter to GE’s 
New York offi ces at Rockefeller Center or to the training 
center at Crotonville. He traveled to Europe at least 
once a year, often in the spring, to visit GE facilities. 
Operating from a suite at Hotel Bristol in Paris, Welch 
reviewed the activities of European managers. He went 
to the Far East for several weeks each fall to tour plants 
and review operations in Asia. 

     “I talk to the business leaders on the phone once a week 
to say, ‘How are you doing?’ See, we’ve been around. 
We all know each other. We like each other. We are the 
$60 billion, corner-grocery-store company. This may 
sound silly, but it’s a neat place where a lot of people 
like hanging around.”  50    

 At meetings, Welch munched on fresh fruit and vegeta-
bles, waving a strawberry or carrot stick in the air to 
make a point. He sketched madly on a napkin and rifl ed 
through reams of reports looking for the chart that illus-
trated his point. Welch was always on the move; and though 
he was a champion of the information age, he didn’t use 
a personal computer for his work:
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    “I don’t need one. I don’t know what I’d do with it.”  51    

 When accused of cutting jobs and overworking those 
remaining, Welch was not sympathetic:

    “If someone tells me, ‘I’m working 90 hours a week,’ 
I say, ‘You’re doing something terribly wrong.  I  go ski-
ing on the weekend;  I  go out with my buddies on 
 Friday and party.  You’ve  got to do the same, or you’ve 
got a bad deal. Put down a list of the 20 things you’re 
doing that make you work 90 hours, and 10 of them 
have to be nonsense—or else somebody else has got to 
do them for you.”  52    

 Finding the right managers and motivating them was 
Welch’s single greatest task. After Welch took over in 
1981, he personally okayed every general manager’s 
slate of executives, some 500 positions in all. Richard 
Stonesifer, retired president and CEO of GE Appliances, 
said that Welch approved the salary increases of all the 
offi cers—of which there were 130 to 140—and person-
ally controlled the restricted-stock programs. 53  

 Those are just the details. His real job, Welch said, was 
different:
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    “My job is to fi nd great ideas, exaggerate them, and 
spread them like hell around the business with the 
speed of light.”  54  

 “I fi rmly believe my job is to walk around with a can of 
water in one hand and a can of fertilizer in the other 
and to make things fl ourish.”  55      
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                         Qualities of a 
Leader: Welch Style 

       THE CHALLENGE: TO BE FAIR 
   “The biggest challenge is to be fair. No one trains you 
to be a judge.” 1  

   

Honesty is essential, Welch says:

  “Tell people the truth, because they know the truth 
anyway.”  2  

   

Welch says that he expected GE employees to win, but 
to win honestly:

  “Excellence and competitiveness are totally compatible 
with honesty and integrity. The A student, the four-minute 

50
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miler, the high-jump record holder—all strong winners—
 can achieve those results without resorting to cheating. 
People who cheat are simply weak.” 3  

 “A professor gave a hypothetical case to his business 
school students. He said, ‘If you were running a busi-
ness for a larger company and were about to book 
a $50 million order, but to do so, you had to deposit 
$1 million in a Swiss bank account to an agent, would 
you do it?’ Approximately 40 percent to 50 percent said 
they would. I was shocked! Shocked! I told the students 
someone was teaching them the wrong things. This 
was not one of those cases where you had to interpret 
the law; this was a simple bribery case.”  4  

   “In the end, your integrity is all you’ve got.”  5  

  NOTE : GE has had its share of scandals, though none 
were linked to Welch. For more on those incidences, 
see “Dirty Diamonds and Other GE Scandals” at the end 
of the next chapter (p. x).” After retiring from GE, how-
ever, Welch had an affair and a subsequent divorce that 
had tongues wagging everywhere. For more on that, 
see the last chapter, “The Reinvention of Jack Welch” 
(pp. 237–249). 
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   THE TEMPERAMENT OF A BOSS 
     “I am an optimist, someone who is often accused of see-
ing the glass as always half full. And I’m probably 
guilty as charged.”  6  

 “I don’t think of myself as a risk taker. I think of myself 
as somebody who tries to do the careful analysis needed 
to make the right decisions—but clearly one who is 
willing and anxious to make such decisions.”  7  

   Welch learned to be tenacious while doing graduate 
research at the University of Illinois. 

   “You go down 27,000 blind alleys. It doesn’t work. You 
start again. You feel there’s no hope while you’re ask-
ing those questions, pressing, probing, pushing. But 
you have to get it resolved; otherwise you’d spend your 
whole life looking for the ultimate answer.”  8  

   Welch can be impatient. Tom Peters recalls this incident: 
“A story is told of Welch. He had asked some purchasing 
people to work on some tasks. Weeks later, he met with 
them to review their progress. To his dismay, they had 
none to report, only weighty analyses and half-completed 
efforts at coordination with various departments. Welch 
was furious. He called the meeting to an abrupt halt then 
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ordered it reconvened only four hours later. The agenda? 
To report on progress. He got it, too. More was done in 
those four hours than had been done in the several weeks 
preceding them.” 9  

 Organizational development expert Karl Weick points 
out a Welch paradox: “Welch makes real trouble for 
theorists of behavior commitment. To his top people, 
Welch says essentially, ‘If I’m paying you $200K, I can 
damn well demand full commitment to change.’ 
Research on behavioral commitment shows that peo-
ple get committed to public, irrevocable, volitional 
acts. Maybe Welch is able to get commitment from 
people because he keeps reminding them, ‘Look, you 
don’t have to stay here and take this. You can go some-
where else.’ If they stay, then they have acted out of 
their own volition.” 10  

 It may have been clear to others, but it wasn’t clear to 
Welch why he was called a tough boss:

  “The people with whom I have been associated have 
worked harder, enjoyed it more—although not always 
initially—and, in the end, gained increased self-respect 
from accomplishing more than they previously thought 
possible.”  11  
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 “My reputation for harshness is overblown. From the 
beginning, it was stamped into my forehead. Though 
to a certain extent it was understandable. I made 
changes that upset people’s lives. They’d like somebody 
to blame.”  12  

 “I have to be perceived as demanding. There are six 
companies going after every order out there. . . . There 
is an atmosphere of rigor at GE, but not of fear.”  13  

     THE THRILL OF VICTORY 
 To Jack Welch, competition is not simply an episode 
that must be endured to achieve success, it is an ongo-
ing, everyday state of affairs. And for Welch, that’s fi ne, 
because when competition is at its keenest, he’s living 
life at its fullest. 
  In 1994, Welch told the Economic Club of Detroit that 
the prosperous times being enjoyed by the United States 
only meant the country had reached the eye of a com-
petitive hurricane. The United States had been through 
one side of the storm and another fi erce round of inter-
national competition was coming:

    “The paradox is that these brutally competitive times 
will be the most exciting, rewarding, and fulfi lling for 
those fortunate enough to be part of boundaryless 
companies.”  14  
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   Later in the same speech to an audience dominated by 
auto makers, Welch sounded like a hockey coach telling 
players where to put the puck:

  “We must concede no markets—and no customers—
because our competitors do not. You [know] with car 
models and I know with turbines and jet engines and 
CT medical scanners that there is a value nub, an inter-
section, where low-cost and just-the-right-features inter-
sect. That value nub, when hit, causes products to fl y 
off the shelves and out of the showrooms. The consum-
ing passion of each of our companies must be to become 
so fast and so lean and so close to that customer that 
the value nub is always in our sights.” 15  

 “We come to work every day on the razor’s edge of a 
competitive battle.”  16  

   At stake was the well-being of an entire nation. In the 
early 1980s, national productivity was in an alarming 
decline:

  “U.S. business today fi nds itself challenged by aggressive 
overseas competitors. National productivity has been 
declining; and in industry after industry, product leader-
ship is moving to other nations. Companies that refuse 
to renew themselves, that fail to cast off the old and 
embrace new technologies, could well fi nd themselves in 
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serious decline in the 1990s. We are determined that this 
shall not happen to General Electric.”  17  

   One GE division learned this lesson the hard way:

  “At GE Power Systems—after decades of load growth 
and prosperity—the attitude toward customers became: 
‘We make turbines. This is what we charge for them. 
Would you care for one?’ It took a humbling order 
drought of several years to overcome that arrogance 
and make that business a customer-friendly one.” 18  

   Despite his obsession with competition, Welch did not 
merely scare workers into action with stories of the 
enemy. Organizational development expert Karl Weick 
observed another Welch paradox: “Welch apparently 
views the Japanese simultaneously as competitors, part-
ners, friends, and enemies: This is a good example of 
not being forced into either/or thinking.” 19  

 Welch believes shareholder activism puts U.S. compa-
nies on their toes:

  “[W]hile some in this country often complain about 
share-owner activism, impatience, and demands for 
performance, I believe that the indulgence and the 
patience of the European and Japanese share owners 
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have had the effect of lessening the bite, the urgency, 
and the overall competitive edge of their companies”  20  

   Welch sees an advantage in “constructive confl ict.” If 
an idea can’t stand up to an aggressive attack, it is a 
weak idea.

NBC executive Brandon Tartikoff said competition is 
what made Jack Welch get up in the morning: “He’s like 
me. He loves to win.” 21  

  NOTE : Tartikoff became the youngest entertainment 
president in network history when, at age 30, he took 
over NBC’s ailing programming and made it the most 
successful in the business. Tartikoff died in 1997 at the 
age of 48 of Hodgkin’s disease. 

   A TYPICAL MEETING WITH CHAIRMAN WELCH 
 By most accounts, a meeting with Jack Welch was some-
thing like a Roadrunner cartoon. Jack dashed away chor-
tling, “Wasn’t that great?” His staff left the same meeting 
feeling like Wile E. Coyote—run over, blown up, dumped 
off a cliff. But it wasn’t so bad once you learned the game. 
  One employee explained: “You can’t even say hello to 
Jack without it being confrontational. If you don’t want 
to step up to Jack toe to toe, belly to belly, and argue 
your point, he doesn’t have any use for you.” 22  

c03.indd   57c03.indd   57 9/25/07   11:37:57 AM9/25/07   11:37:57 AM



58  JACK WELCH SPEAKS

  John Opie, vice chairman of GE, said staffers prepared 
for meetings with Welch the way they would get ready for 
the big game: “You go in pumped up. You go in ready
for combat.” If Welch didn’t like your acquisition proposal, 
he might say, ‘You’re crazy, that’s too much money, not 
even close. Go get it for half.’ You’d better have a thick skin; 
or when you come out, you will be a hurting person.” 23  
  David Orselet, a retired GE executive warned: “The 
one thing you can never do with Jack is wing it. If he 
ever catches you winging it, you’re in trouble. Real trou-
ble. You have to go in with in-depth information. Stand 
up for what you believe, but acknowledge what you 
don’t know when you don’t know it.” 24  
  Frank P. Doyle, former senior vice president for cor-
porate relations, once said: “It’s a brawl; it’s argumenta-
tive, confrontational. There’s a much higher decibel 
level here. I told Jack what passes for conversation here 
would be seen as a mugging by RCA people.” 25  
  According to one former unnamed GE executive: “Jack 
will chase you around the room, throwing arguments and 
objections at you. Then you fi ght back until he lets you do 
what you want—and it’s clear you’ll do everything you 
can to make it work. It’s a ritual. It’s like signing up.” 26  

 But if Welch really didn’t like your idea, you would know 
it. Leonard Vickers, GE’s former marketing vice president, 
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told about reviewing an ad agency presentation with 
Welch: “I was using my indirect English to tell the agency 
it wasn’t on target. Jack just picked up the storyboard, 
threw it on the fl oor and said, ‘See? We don’t like it! It 
doesn’t work!’” 27  

 Dr. Steve Kerr, former director of GE’s leadership edu-
cation center at Crotonville, said that when he fi rst 
came to GE, people told him that the trouble with Welch 
was that he had a “shit list” of people who failed to 
impress him. Another employee agreed, then added, 
“But you can get off of it.” 
  Kerr said that Welch sometimes did change his mind 
about employees and would even promote them if they 
had overcome their damaged image. 28  
  “He comes to judgment quickly,” Kerr said. “If you 
are as opinionated as Jack, it’s useful to be able to 
change your mind.” 29  

 Some observers claimed that over time, GE executives 
became increasingly deferential toward Welch, unwill-
ing to stand up to him. A notable exception is Gary Wendt, 
former head of GE’s profi t dynamo GE Capital Services. 
If it hadn’t been for his age, 55, and a highly publicized 
and contentious divorce, Wendt might have been consid-
ered a candidate to replace Welch when he retired. 
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  “Wendt is the only top executive at a GE function who 
won’t be kissing Jack’s ass,” an unnamed retired GE 
executive was quoted as saying. 30  

 Author Richard Tanner Pascale observed: “For those 
who know Welch personally, his blunt confronting style 
and his steamroller drive to succeed are more than off-
set by his sincerity, courage, and dedication. But strong 
leaders cast long shadows. The majority of GE manag-
ers ‘see’ Welch second- or third-hand. From a distance 
he can seem overbearing and instrumental.” 31  

   HUMOR US 
 You probably had to be there to know for sure if Jack Welch 
was joking. Welch is good friends with Henry Kissinger; 
but when Nancy Kissinger called to see whether Welch 
could help get an appliance repaired, he cracked: “What 
do you think I am, a repairman?” Welch took care of the 
problem and, in recent years, has made quality improve-
ment his number-one priority. 

 When asked if he agreed that he and the late GM chairman 
Alfred Sloan were the two greatest corporate executives of 
the century, Welch said: “I didn’t know Alfred Sloan.” 32  
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 Welch admits that he is revered by some and reviled by 
others. Welch says that depending on whom you ask, he 
is “somewhere between a prince and a pig.” 33  

 Welch tells the story of an arrogant, pompous bullfrog 
who’d heard stories of other frogs being kissed by prin-
cesses and turned into handsome princes. 

     “He fi gured he would be an excellent candidate. He 
went to a fortune-teller and told her he was sure a beau-
tiful woman somewhere was looking for him. The 
 fortune-teller looked into her crystal ball and, sure 
enough, said, ‘I see a beautiful young woman watching 
you . . . exploring your body for hours . . . driven to 
know everything about you.’ ‘I knew it,’ said the frog. 
‘Where will I meet this woman?’ The fortune-teller 
looked again into her crystal ball. ‘In her biology lab,’ 
she replied.” 34  

   A clue to the temperament of Jack Welch is the fact that 
he was an unabashed fan of brash radio talk-show host 
Don Imus. 

     “There’s a lot of Don in every one of us. Most of us don’t 
have the guts to be Don. Our suits constrain us.”  35        
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   Welch’s World: 
General Electric 

       THE ENGINE CALLED GENERAL ELECTRIC 
 At 128 years old, General Electric is one of the most 
profi table and powerful businesses in America. GE 
employs about 316,000 people who operate in more 
than 100 countries. The United States has only a hand-
ful of companies with the history and authority of GE. It 
is in a class with such ancient and infl uential Japanese 
conglomerates as Mitsubishi and Sumitomo, the Euro-
pean corporations Unilever and Nestle’s, and deeply 
rooted U.S. giants DuPont and the Coca-Cola Company. 
  Since its inception, GE has endured 20 U.S. presi-
dents, 23 recessions, the Great Depression, 8 wars, and 
 countless changes to the tax code. During that same 
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time, GE has amassed 67,000 patents, more than any 
other company in the United States. 

 Here is how Jack Welch sees the company:

    “GE is a bubbling cauldron of ideas and learning, with 
tens of thousands of people playing alternate roles of 
teacher and student.”  1  

   Welch often used the imagery of an engine to illustrate 
how GE’s various businesses fi t together as a corporate 
entity. The engine is driven by the separate businesses, 
working together like pistons. The gasoline that fuels 
their performance is capital, which is regulated by top 
management. Earnings are the engine’s thrust. The 
engine throws off spare cash to fund dividends, pay for 
acquisitions, and fi nance expansions. 
  Welch realizes that there are many concepts that 
describe GE. It depends on who is looking: its share-
holders, customers, suppliers, employees, and even 
members of the society in which it operates. 

     “GE is about the closest approximation of the American 
economy in microcosm—with roughly one-third of our 
earnings in services, in high tech, and in some smoke-
stack manufacturing.”  2  
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   Economists once believed that since GE refl ected the U.S. 
economy, it could grow at no faster a rate than the econ-
omy in general. Welch realized there were ways to beat 
the GNP limitations, for example, to be better than the 
average United States company and to expand globally. 

   “Instead, GE would be the locomotive pulling the GNP, 
not the caboose following it.”  3  

   Though Welch refused to accept the growth limitations of 
a GNP company, he did structure GE similarly to the 
United States, operating as a political democracy (more or 
less—Welch, the leader, was unelected) with a capitalist 
economy. That, he said, gives a competitive advantage. 

   “What our system has is freedom. It allows people like me 
to become chairman of GE in one generation; it allows 
the talented young engineers in our company to move up 
fast. If we put bureaucracy and rigidness into our system, 
we play into our competitors’ hands in global markets.”  4  

   

Welch changed the way GE looks from the customer’s 
perspective:

  “At one time, GE executives spent more time on com-
pany politics than they did on actual business. People 
said that GE operated with its face to the CEO and its 
ass to the customer.”  5  
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   In the new world environment, Welch said, a com-
pany cannot provide job security. Only customers can 
do that. 

   “One thing we’ve discovered with certainty is that any-
thing we do that makes that customer more successful 
inevitably results in a fi nancial return for us.”  6  

   

Welch revolutionized the relationship between compa-
nies and their workers, says Daniel McGlaughlin, 
former head of GE’s computer-aided design subsidiary. 
In past years, McGlaughlin says, GE employees were 
paid whether they worked or not. “But [Welch] brought 
in a new kind of contract, one where the company sup-
plies the opportunity, resources, and environment, and 
the workers supply the skills and energy.” 7  

 It all came back to that familiar word  competition :

  “The new psychological contract, if there is such a 
thing, is that jobs at GE are the best in the world for 
people who are willing to compete. We have the best 
training and development resources and an environ-
ment committed to providing opportunities for per-
sonal and professional growth.”  8  
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   To critics who said GE’s work environment lost its 
humanity under his leadership, Welch insisted the com-
pany was “hard-headed but warmhearted.”  9  

     “The job of the enterprise is to provide an exciting 
atmosphere that’s open and fair, where people have 
the resources to go out and win. The job of the people 
is to take advantage of this playing fi eld and put out 
110 percent.”  10  

   While facing economic realities, GE managers still were 
expected to care about the people who worked for them:

  “If they don’t go out and care about their people, the 
people won’t do things for them. You have to constantly 
show that you care. The only thing that makes our 
company work is the fact that our people are in the 
game. We don’t do it.”  11  

   

Although Welch dwelled less on serving stockholders 
than other CEOs did, equity holders were never far from 
his mind:

  “A proper balance between shareholders, employees, 
and communities is what we all try to achieve. But it is 
a tough balancing act because, in the end, if you don’t 
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satisfy shareholders, you don’t have the fl exibility to 
do the things you have to do to take care of employees 
or communities. In our society, like it or not, we have 
to satisfy shareholders.”  12  

   Shareholders were well rewarded. GE stock purchased 
for $100 when Jack Welch became chairman in 1981 
would be worth $2,194.30 near the end of his tenure. 
Return to shareholders averaged 23 percent a year. 
 During that time, GE’s share price increase was nearly 
double that of the Dow Jones Industrial Average and 
76 percent higher than the Standard & Poor’s 500 
stock index. 

 Welch has a boss, too: GE’s board of directors.

  “I think the board’s job is to hire a chairman and 
CEO in charge of the whole company and to hold 
him to a high standard; and if that person isn’t deliv-
ering, to remove him. It’s probably the board’s big-
gest responsibility. Know where the company’s going. 
Pick the person. Then get out of the way. And if he 
doesn’t deliver, call him in and say, ‘Go home, go to 
the beach.’”  13    
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GE: JUST AN EVERYDAY $163 BILLION 
FAMILY STORE

GENERAL ELECTRIC’S FINANCIAL POSITION

YEAR END, 2006

 TOTAL ASSETS:   $697 billion (versus

 $595 billion in 2002)

 TOTAL REVENUES:   $163.4 billion (versus

 $132 billion in 2002)

 NET INCOME:   $20.8 billion (versus 

 $15.2 billion in 2002)

 MARKET VALUE OF STOCK:   Approximately $371 billion

 EMPLOYEES WORLDWIDE:  Approximately 316,000

GE IN 1981: THE BEGINNING OF THE WELCH REVOLUTION
 TOTAL ASSETS:  $20 billion

 REVENUES:  $27.24 billion

 EARNINGS:  $1.65 billion

 MARKET VALUE OF GE STOCK:   $12 billion, 11th in the 

 United States. Shares, 

 adjusted for splits, were 

 trading at around $4.

 EMPLOYEES WORLDWIDE:  440,000
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     BEYOND NATIONAL BORDERS 
 By the year 2000, half of all GE’s revenues were gener-
ated abroad. 

 In 1989, Welch boasted:

    “A full 40 percent of GE’s operating profi ts today fl ow 
from outside the United States. . . . [A]nd the demand 
for our products and services allowed us to make a 
$3.1 billion positive contribution to the U.S. balance of 
trade in 1988.”  14  

   Welch saw vast opportunities at the end of the Cold War:

  “Half a century of wars, fear, hate, and huge defense 
spending burdens is over. And the opportunities of an 
increasingly peaceful world await us. Russia, Eastern 
Europe, and China have gone from military targets to 
market opportunities overnight. Peace is breaking out 
all over the world. Borders and markets are  opening 
up,  creating vast opportunities for fast, creative, com-
petitive companies.”  15  

 “If you’re not in Germany, you’re not in Europe. And if 
you’re not in Asia, you’re nowhere.”  16  
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   Some people called GE a mature business, with limited 
future growth; but Welch claimed that globalization 
made that concept outdated:

  “What business could be mature when you have econo-
mies with more than 2 billion people in India, China, 
and Southeast Asia?”  17  

 “Mexico is booming, with a government dedicated to 
open markets, with imports that will grow from 
$40 billion last year [1992] to $115 billion by 2000. 
From New York or Raleigh, Mexico is a shorter fl ight 
than Los Angeles; and it is a market America can’t 
miss. Southeast Asia has a GNP that is doubling every 
decade with enormous infrastructure and technology 
needs made for American businesses that can compete. 
India, with close to 125 million middle-class consum-
ers and an exciting new government commitment to 
market liberalization, represents a vast opportunity 
for the next century. Sure they are far away. Sure the 
cultures are different. And that’s why only those pas-
sionately devoted to growth are going to share in the 
huge rewards of winning in these markets.”  18  

 “We [the United States] and Mexico  have  to be part-
ners; we  have  to fi nd a way together to make Mexico 
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work. My belief is that Mexico is a great country and 
will be a great country.”  19  

   When asked how GE dealt with cultural differences 
when operating in so many parts of the world, Welch 
shrugged:

  “Cultural differences I don’t worry about. I think the 
question to any one of those things it, ‘What are the alter-
natives?’ I mean, the facts are that if you’re not in that 
part of the world, participating, feeling, getting ideas, 
touching, smelling it, they’re [the competitors] going to 
come get you. You’ve got to be in every market. People 
say, ‘You’re taking too big a risk in China.’ What are my 
alternatives? Stay out? China may not make it, and we 
may not make it in China. But there’s no alternative to 
being in there with both feet, participating in this huge 
market, with this highly intelligent crowd of people. We 
don’t know China. Every time I leave China, I know 
how much I don’t know. I was there three times last year. 
We ran a best practices study. We talked to a zillion fi rms. 
We know this much: We’re going to be there.”  20  

 “We’re all in the global arena now, and there isn’t even the 
usual one-minute break between rounds in this battle.”  21  
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     The more global the business, the more fraught with 
unknowns it becomes. Welch learned this following the 
September 11 terrorist attacks when it became known 
that Osama bin-Laden was behind the terrible event.
  One of Welch’s great business triumphs was when he 
formed an alliance with the powerful Saudia Arabian 
bin-Laden industrial group to build power plants and 
other projects in the Middle East. Welch went to Saudia 
Arabia for a gala celebration with the family, which 
includes 51 siblings. The business relationship was deep 
and complex and continues today. With 35,000 employ-
ees and a worth of $5 billion, the bin-Laden group is 
huge and present everywhere in the Middle East. 

HEROS 
 In companies like GE, Welch said:

  “The hero is the one with the ideas.”  22  

   

GE had plenty of historic characters of its own— inventor 
Thomas Edison; legendary engineer Charles Steinmetz; 
and Charles Coffi n, who became head of GE when inves-
tors forced Edison out. Coffi n is known as the father of 
professional management. These heros helped bond the 
organization together under a common history and cul-
ture and were role models to those who followed. 
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   Fred Borch became GE’s CEO at about the time Welch 
joined the company; and according to Welch, Borch was 
right for his time:

  “Borch let a thousand fl owers bloom. He got us into 
modular housing and entertainment businesses, nur-
tured GE Credit through its infancy, embarked on 
ventures in Europe, and left Aircraft Engine and 
 Plastics alone so they could really get started. It 
became evident after he stepped down that GE had 
once again established a foothold into some busi-
nesses with a future.”  23  

   

Welch found inspiration outside GE. He sometimes 
quoted Helmuth von Moltke, a nineteenth-century 
 Prussian general who served as military adviser to the 
Ottoman court. Von Moltke wrote that detailed military 
strategies invariably were foiled by unexpected events 
once a battle began:

    “Von Moltke believed strategy was not a lengthy action 
plan, but rather the evolution of a central idea through 
continually changing circumstances.”  24  

 “Sam Walton was an authentic American hero,  certainly 
one of mine. But for one group of folks, he has been noth-
ing but trouble—those managers of mature business, of 
whatever size, whose standby excuse for stagnation is 
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that their markets are mature and, therefore, it’s all 
beyond their control. What Sam Walton did was to go 
into one of the most mature industries of all and fi nd a 
way to make it grow, grow, grow, double-digit, month 
after month, year after year. He did it by innovation, 
customer focus, and, above all, speed.”  25  

   Welch has been infl uenced by Peter Drucker, who has 
served as a consultant to GE and a lecturer at Crotonville:

  “[W]e have got to ask ourselves Peter Drucker’s very 
tough question: ‘If you weren’t already in the business, 
would you enter it today?’ And if the answer is no, face 
into that second diffi cult question: ‘What are you going 
to do about it?’”  26  

     THE HOLY CITY 
 No sooner was Welch named chairman of GE than he 
buttonholed Jim Baughman, then head of GE’s Manage-
ment Development Institute at Crotonville, New York, 
and said:

    “I want a revolution, and I want it to start at 
Crotonville.”  27    

 Crotonville, with its woodsy, 52-acre campus high above 
the Hudson River, always played a central role in GE 
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culture; but Welch wanted it to become even more 
infl uential. 

 As early as the 1950s, GE’s leadership realized that its 
management training needs were unique. Chairman 
Ralph Cordiner purchased the estate of the Hopf Insti-
tute in Ossining, New York, where he built the fi rst pri-
vate corporate training center. Crotonville now has 
many imitators, including IBM’s Sands Point School and 
Hitachi’s Management Development Institute in Japan. 
Called “the Harvard of corporate America,” Crotonville’s 
offi cial mission is “to seek solutions for GE today and 
develop leaders for GE tomorrow.” 

   “We strive for the antithesis of blind obedience. We want 
people to have the self-confi dence to express opposing 
views, get all the facts on the table, and respect differing 
opinions. It is our preferred mode of learning; it’s how we 
form balanced judgments. We value the participation, 
involvement, and conviction this approach breeds.”  28  

   Education, whether at Crotonville or elsewhere, was a 
priority for Welch. GE was spending $100 million a year 
on education and training by the end of his tenure. 
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 Considering that every new GE manager goes there for 
at least two and a half days and that 5,000  employees, 
customers, and suppliers attend each year, Crotonville 
is small. Deer meander on the former farm just north of 
Tarrytown. On a clear day, New York City’s World Trade 
Center once shimmered on the horizon, some 30 miles 
away. A knoll at the entrance to the campus is domi-
nated by a helicopter pad—a subtle reminder that 
Chairman Jack Welch might arrive momentarily. 
  Crotonville has the trappings of an understated but 
pricey resort. At every door are stands full of golf 
umbrellas. If it’s raining, people just take one, dash to 
the next building, and leave it there. Bouquets of fresh 
fl owers; bowls of grapes, plums, apples, and bananas; 
and coffee bars are scattered throughout the buildings. 
Every restroom has a bottle of mouthwash and stacks of 

tiny disposable cups. 
  Four buildings accommodate 146 resident students. 
In addition to the main dining room, the residence hall 
has a fully supplied pantry so that guests, who some-
times are suffering jet lag from Asia or Europe, can grab 
a soda or an ice cream bar or heat up soup or a frozen 
pizza anytime of the day or night. There is an open 
li quor bar at the recreation building. There are no cash 
registers anywhere on campus. 
  Dr. Steve Kerr, former dean of Crotonville, admits 
there is something called “Crotonville creep,” the average 
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two-pound weight gain for every week spent there. “As 
they say at GE,” joked Kerr, “if it’s worth doing, it’s worth 
overdoing.”  29  

 

Every GE-er who comes to Crotonville knows about “the 
pit,” a small, intimate auditorium where the speaker 
stands in a well-like depth, with a semicircular theater 
rising around the podium. Named after Welch’s favorite 
childhood play spot, the pit is GE’s Greek forum. Welch 
banned reporters, security analysts, and most other out-
siders from the pit to encourage the free fl ow of ideas—
and because, when there, Welch said almost anything 
that came to his mind. 

 

Welch taught a leadership class at Crotonville, usually 
once a month. “It would have been a waste of his time, 
but he’d be a great professor,” observed Kerr.”  30  

 
GE also took its Crotonville-style programs to Japan and 
other distant locations and offered “virtual” Crotonville 
training in various electronic modes. Kerr also planned 
permanent Crotonville clones in Europe. 

 

Kerr, a former professor at the University of Michigan 
and dean of the faculty at the University of Southern 

c04.indd   77c04.indd   77 9/25/07   11:38:25 AM9/25/07   11:38:25 AM



78 JACK WELCH SPEAKS

 California Business School, explained that many of the 
 concepts used at Crotonville are borrowed. “ Crotonville 
has not  contributed much to the theory of manage-
ment, but it has contributed enormously to the prac-

tice,” Kerr said. 
  Even GE’s famous workout program borrows 
heavily from the concepts of participative manage-
ment and Japanese quality circles. Kerr observed, 
“Crotonville has this Camelot reputation of being a 
mecca for leadership development; but, in fact, we 
do some things extremely well, others less well. 
There isn’t any secret sauce here. Our strength is 
not that we do cutting-edge stuff, but we implement 
that very well.”  31  
  When asked if Crotonville is as good as its reputation, 
Kerr said, perhaps not. “Nothing could be,” Kerr said. 
“It has a Camelot reputation.” Nevertheless, Kerr said 
the Crotonville faculty are “diligent students” of the art 

of management. 32  

 Indeed, Crotonville has served the role that Welch hoped it 
would when he became CEO:

“It was the glue that held things together as the process 
of change took hold.”  33    
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GE JARGON
Every culture has its language, and Jack Welch’s GE was 

no different. Many business catchwords, phrases, and 

acronyms either originated at or were popularized by 

GE. They have leaked out and spread everywhere. The 

following is a partial list:

Bullet train: GE’s approach to change. You can increase 

the speed of the bullet train somewhat by making 

modifi cations; but if you want it to go a lot faster, you 

have to make radical changes to the design of the train 

and the system on which it runs.

MBO: Management by objectives was developed jointly 

by Peter Drucker and GE. Under MBO, each manager 

was responsible for a profi t center and was expected 

to achieve his or her hurdle rates: in GE’s case, 7 

percent return on sales and 20 percent return on 

investment. Its fatal fl aw: the tendency of managers to 

“harvest” a business, depleting it long-term gains for 

short-term gains. By the time the business had 

imploded, the manger already had been promoted 

and was no longer associated with the problems. 

When several senior GE executives were accused of 

price-fi xing in 1959, it was suspected that they were 

motivated by pressure to meet diffi cult objectives.

SBU: The organization of a business by strategic business 

units.
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Smart bombing: The process of overseas marketing in 

which GE studies each country separately, in detail, 

then arranges a mix of products, brands, manufacturing 

facilities, marketing, and retail strategies to maximize 

performance in each. This method is in keeping with 

a familiar GE mantra: “We manage markets, not 

factories.”34

Strategic planning: An old GE term for a sophisticated 

approach to anticipating the future and positioning a 

company to make the best of changing circumstances. GE 

now talks about CAP, or change acceleration process.

SWOT analysis: A way entrepreneurs can analyze any 

new opportunity or challenge. When you understand 

the strength, weaknesses, opportunities, and threats 

inherent in a situation, you are better prepared to make 

a decision. Over the years, GE managers also learned 

to solve problems by fi shbone and force-fi eld analyses, 

two popular management tools.

TPC: The analysis of business issues in technical, political, 

and cultural terms.

POIM: A strategy developed by GE management in the 

1950s, but now out of vogue. It stands for plan, organize, 

integrate, and measure.

Welch, though it may not have been his intention to 

expand the language, brought some of the most feared 

words to the American workplace.
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   DIRTY DIAMONDS AND OTHER GE SCANDALS 
 Under Jack Welch’s watch as CEO, General Electric 
experienced its share of scandal. In 1985, federal prose-
cutors in Philadelphia charged GE’s Re-Entry Systems 
with 108 counts of criminal fraud, claiming that manag-
ers responsible for building a new nose cone for the Air 
Force’s Minuteman nuclear missile system had altered 
workers’ time cards, cheating the government of $800,000. 
Incorrect numbers were entered on approximately 100 of 
the 100,000 time cards submitted for the project over a 
three-year period. 
  GE was immediately, though temporarily, suspended 
from doing business with the U.S. government—even from 

Downsizing: Or more nicely put, right-sizing. Either 

way, it means to disemploy people.

Rationalization: To reorganize a business so that it is more 

effi cient, which usually means fewer employees.

Welch would like the business world to adopt his 

defi nition of company loyalty:

“Loyalty is an affi nity among people who want to 

grapple with the outside world and win. Their personal 

values, dreams, and ambitions cause them to gravitate 

toward each other and toward a company like GE 

that gives them the resources and opportunities to 

fl ourish.” 35
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selling lightbulbs to Uncle Sam. The company risked los-
ing more than $5 billion in revenues. 
  At fi rst, GE claimed there was no wrongdoing. Then, 
on further investigation, a different story emerged. GE 
eventually pleaded guilty to the charges. 

   “The most gut-wrenching thing was being battered in 
the defense scandal. It hurt, it hurt a lot. We love this 
place, and somebody was throwing stones at it. We 
went down a lot of paths [fi guring out what hap-
pened]. It takes a long time because [people] come in 
with arguments about the complexity of government 
rules and a lot of other things. Then we got to the 
point where we concluded that someone did cheat, 
someone did try to beat the system. Until we got to 
that point, we were chasing ourselves around in a 
circle. But it isn’t the government’s fault. It’s basic 
integrity.”  36  

   GE scandal often involved military contracts, which fre-
quently resembled the plots for international-intrigue 
novels. In the early 1980s, Israeli Air Force General 
Rami Dotan was convicted in his own country for 
 colluding with GE Aircraft Engines employees to divert 
more than $30 million of U.S. government funds for bat-
tlefi eld computer systems to their personal accounts. 
The GE employees were fi ned $10 million and sent to 
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jail. GE cooperated with the investigation and signed a 
$69 million settlement with the U.S. government. 

 Spy novelist John le Carré could have written the tale that 
unfolded when GE was accused of colluding to fi x prices 
on industrial diamonds. The story began in September 
1991 when, with his characteristic bluntness, Jack Welch 
wrote a memo to Glen Hiner, then head of GE Plastics. 

“Russell has to go. He made a fool of himself in July, 
and yesterday he appeared totally out of it.”  37  

  Edward Russell, head of GE’s diamond unit in 
 Worthington, Ohio, did not take his dismissal quietly. 
Instead, he paid a call on the FBI offi ce in Columbus, Ohio, 
where he said GE and a Swiss subsidiary of the DeBeers 
Group were fi xing prices on industrial diamonds. ( The 
two companies account for nearly 80 percent of world 
sales of the diamonds, which are used in cutting tools.) 
Accusations about partying, prostitutes, and high-living 
GE executives were widely circulated. 
  Russell claimed that he got the axe for trying to bring 
the price-fi xing scheme to the attention of top GE exec-
utives. In April 1992, Russell fi led a wrongful dismissal 
lawsuit against GE and unleashed an international 
U.S. Justice Department investigation. Justice agents 
prowled the world, searching offi ces in Belgium in an 
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attempt to indict German and Belgian businesspeople. 
They  intercepted James Whitehead in customs as he 
returned to the United States for a golf tournament. He 
was whisked to Columbus to testify before a federal 
grand jury. Later, he voluntarily returned to the United 
States for the trial, where he modifi ed his testimony 
somewhat. 
  When asked why he changed his story, Whitehead 
explained: “Well, you arrested me, you imprisoned me, 
and you put me on a late-night plane. I didn’t arrive 
here until early in the morning, and I got no sleep that 
night. So, my recollection possibly wasn’t at its best.” 38  
  Russell’s suit against GE never went to trial. Two of 
Russell’s wrongful dismissal charges against GE were 
dismissed by a judge. Welch and a lawyer met with 
 Russell for lunch and negotiated an out-of-court settle-
ment on a third and fi nal accusation. In withdrawing 
his suit, Russell signed an affi davit saying his fi ring was 
not related to price-fi xing and that he had no personal 
knowledge of antitrust wrongdoing. 
  Nonetheless, the Justice Department continued to 
pursue the case; but in December 1994, a federal judge 
in Columbus dismissed the charges. After hearing 
fi ve weeks of government testimony, the judge said the 
case was too weak to place before a jury. Slim on proof, 
he said, “the government’s conspiracy theory falls apart 
completely.” 39  
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 Welch said that it was unlikely that GE has been able to 
hire the only people who didn’t steal, cheat, take drugs, 
or engage in other unacceptable behavior:

  “Whether is was a price-fi xing scandal in the 1960s, a 
bribery case in the 1970s, or a defense time-card issue 
in the 1980s, a company of 300,000 to 400,000 people 
always has to be vigilant. [A]ll the practices and all the 
paper in the world will never stop one or two individu-
als from going outside the corral. Our job—everybody’s 
job—is to talk integrity, preach integrity, and, in every 
instance, live integrity.”  40  

   The problem with the Re-Entry Systems time cards 
prompted Welch to initiate an ethics program, which 
was spelled out in a GE booklet,  The Spirit and the Let-
ter of Our Commitment.  

   “It’s in every language. We tell [employees] exactly who 
to call. We’ve got ombudspeople in every plant, and 
they have a hotline. That came out of the $800,000 time-
card incident. We wouldn’t have done that. Out of 
messes, you create new levels of excellence. Something 
has to come out of every serious event. What did you 
learn? How do you [deal with] it? How do you take it to 
the next step?”  41  
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   Business practices differ in other countries, making 
U.S. legal standards diffi cult to follow; yet Welch said it 
could be done:

  “In a global business, you can win without bribes. But 
you better have technology. That’s why we win in busi-
ness like turbines, because we have the best gas  turbine. 
You’ve go to be the low-priced supplier; but in almost 
all cases, if you have quality, price, and  technology, 
you win—and nobody can sleazeball you.”  42  

   

Every worker was given  The Spirit and the Letter . It 
started with a message from Welch, which, in part, read:

  “Integrity is the rock upon which we build our business 
success—our quality products and services, our forth-
right relations with customers and suppliers, and, ulti-
mately, our winning competitive record. GE’s quest for 
competitive excellence begins and ends with our com-
mitment to ethical conduct.”  43          
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       The Fabric of 
Leadership 

       BE A LEADER, NOT A MANAGER 
 Welch’s predecessor at GE, Reginald Jones, compared 
the company’s momentum to that of a supertanker: 
“Once you get it on course, you have to get out of the 
way or you get run down.” 1  
  Welch said passion provides business momentum:

  “The world of the 1990s and beyond will not belong to 
‘managers’ or those who can make the numbers dance. 
The world will belong to passionate, driven leaders—
people who not only have enormous amounts of energy 
but who can energize those whom they lead.”  2  

87
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 “In an environment where we must have every good 
idea from every man and woman in the organization, 
we cannot afford management styles that suppress and 
intimidate.” 3  

 “Before you are a leader, success is all about growing 
yourself. When you become a leader, success is about 
growing others.”  4  

 “Weak managers destroy jobs. They are the killers of 
business; they are job killers.”  5  

   

When it was suggested that he was down on managers, 
Welch replied:

  “I simply dislike the traits that have come to be asso-
ciated with ‘managing’—controlling, stifl ing people, 
keeping them in the dark, wasting their time on 
trivia and reports, breathing down their necks. You 
can’t manage self-confi dence into people. You have 
to get out of their way and let it grow in them by 
allowing them to win, and then rewarding them 
when they do. The word  manager  has too often come 
to be synonymous with  control —cold, uncaring, 
 button-down, passionless. I never associate passion 
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with the word  manager , and I’ve never seen a leader 
without it.”  6    

 

Welch’s ideal leader? 

   “Somebody who can develop a vision of what he or she 
wants their business unit, their activity, to do and 
be. Somebody who is able to articulate to the entire 
unit what the business is, and gain through a sharing 
of discussion—listening and talking—an acceptance of 
the vision. And [someone who] then can relentlessly 
drive implementation of that vision to a successful 
conclusion.”  7  

 “Above all else, good leaders are open. They go up, 
down, and around their organizations to reach peo-
ple. They don’t stick to established channels. They’re 
informal. They’re straight with people. They make a 
religion out of being accessible.”  8  

 “[ I ]n small companies, with fewer layers and less 
 camoufl age, the leaders show up very clearly on the 
screen. Their performance and its impact are clear to 
everyone.”  9    
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 Based on his own experience, Welch offered leaders 
some advice:

  “One of the things about leadership is that you cannot 
be a moderate, balanced, thoughtful, careful articula-
tor of policy. You’ve got to be on the lunatic fringe.” 10  

 “It’s best to present big ideas without time frames or 
rigidly defi ned goals, because there is resistance to 
every idea that’s different from the current norm. If you 
allow the naysayers to measure and quantify your 
idea, they can come back and blow it away before it 
has a chance to work.”  11  

   

Welch was credited with moving from “command and 
control” style of leadership to a more interactive mode. 

   “I don’t  run  GE. I  lead  GE.”  12  

 “Forget the arduous, intellectualized number crunching 
and data grinding that gurus say you have to go through 
to get strategy right. Forget the scenario planning, year-
long studies, and hundred-plus-page reports. They’re 
time-consuming and expensive, and you don’t need them. 
In real life, strategy is actually very straightforward. You 
pick a general direction and implement like hell.” 13  
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     NO IDEAS DU JOUR 
   “Leaders—and you take anyone from Roosevelt to 
Churchill to Reagan—inspire people with clear vision 
of how things can be done better.”  14  

   When you have a vision, stick with it:

  “If you have an idea  du jour , you’re dead.”  15  

   

In 1981, Welch held his fi rst meeting with securities 
analysts at the Pierre Hotel in New York. He warned 
reporters not to confuse vision with strategy:

  “If I could, this would be the appropriate moment for me 
to withdraw from my pocket a sealed envelope contain-
ing the grand strategy for the General Electric Company 
over the next decade. But I can’t, and I am not going to 
attempt, for the sake of intellectual neatness, to tie a bow 
around the many diverse initiatives of General Electric.
. . . It just doesn’t make sense for neatness’ sake to shoe-
horn these plans into an all-inclusive central strategy .

 “What will enhance the many decentralized plans 
and initiatives of this company isn’t a central strategy, 
but a central idea—a simple core concept that will 
guide General Electric in the ’80s and govern our 
diverse plans and strategies.”  16  
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 Reporters didn’t get it, perhaps because the vision was 
big and fuzzy around the edges. It was diffi cult to draw 
a straight line from what he said to corporate growth 
and profi ts:

  “We are trying to get the soul and energy of a start-up 
into the body of a $60 billion, 114-year-old company.”  17  

   

There also is too much discussion, misunderstanding, 
and type surrounding the terms  mission  and  values , 
Jack said. It’s simple:

  “The mission announces exactly where you are going, 
and the values describe the behaviors that will get you 
there.”  18  

 “Setting the mission is top management’s responsibil-
ity. A mission cannot be delegated to anyone except the 
people ultimately held accountable for it.”  19  

 “The job for big companies, the challenge that we all 
face as bureaucrats, is to create an environment where 
people can reach their dreams—and they don’t have to 
do it in a garage.”  20  
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 “We set out to shape a global enterprise that preserved 
the classic big-company advantages, while eliminat-
ing the classic big-company drawbacks. What we 
wanted to build was a hybrid, an enterprise with the 
reach and resources of a big company—the body of a 
big company—but with the thirst to learn, the compul-
sion to share, and the bias for action—the soul—of a 
small company.”  21  

 “Our challenge is to make General Electric have all the 
benefi ts of a big company and yet act with the speed, 
decisiveness, and knowledge of a small company.”  22  

 “[ W ]e all know what we want out of a small company. 
We know the characteristics: informality, lack of lay-
ers, getting close to the customers, making everybody’s 
actions feel like they’re important so they [consider] 
the implications of their actions.”  23  

   Though Welch wanted GE to have small-company vital-
ity, he did not want it to be small. He wrote in the GE 
1995 annual report:

    “Breaking up is the right answer for some big compa-
nies. For us, it is the wrong answer.”  24  
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 Being large gives GE remarkable staying power:

  “We make good use of the reach and the resources—
fi nancial, technological, and educational—of a big 
company. In fact, we intend to get bigger. But we have 
been fi ghting to eliminate or prevent the terrible  by-
products of bigness: the arrogance, the bureaucracy, the 
pomposity, and the stifl ing layers that are the common 
but controllable maladies of large institutions.”  25  

 “[B]eing big and agile is better than being small and 
agile. The only reason people are small is they can’t 
get big. Nobody wants to stay small. The objective is 
to grow.”  26  

   Welch gave GE a small-company atmosphere by steps. 
First, he modifi ed GE’s structure, then he changed the 
way GE employees think about their jobs:

  “We want a company that focuses on nothing but serv-
ing customers, a company where everyone feels the 
thrill of winning and shares in its rewards—in the soul 
as well as the pocketbook.”  27  

 “We’ve got to take out the boss element. We’re going to 
win on our ideas, not by whips and chains.”  28  
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 It took several years before GE employees understood 
Welch’s vision. Glen Hiner, a GE executive who worked 
with Welch in the plastics division, said: “I think Jack 
had the vision very early, and he articulated the vision 
almost immediately. The trouble was, he expected to 
get everything done quickly. He didn’t understand how 
big GE was. He didn’t understand how deep he had to 
go to effect these changes.” 29  

  

 Welch fi nally accepted that it would take time to get his 
vision across:

  “I hope you understand that business is a series of trial-
and-error. It’s not a great science. Mistakes are made. 
It’s just moving the ball forward, and nobody has any 
great formula. If we have any one formula, it’s that 
we believe that you’ve got to involve everyone in the 
game. You can’t let any one mind guard the game. And 
we work on that every day, and everybody has to play, 
and more people [have to] share in the victory of the 
game. We have more pizza parties, we have more beer 
parties, we break open more kegs than anybody you 
can fi nd. Because we try to get everybody to feel it isn’t 
drudgery, it isn’t going to the mundane; this is fun. You 
spend most of your waking hours at work. How do 
you create an atmosphere where it’s exciting and fun 
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and rewarding, intellectually, in the soul as well as the 
wallet?”  30  

 

“The leader’s unending responsibility must be to remove 
every detour, every barrier to ensure that vision is fi rst 
clear and then real.”  31  

  

 E. Kirby Warren, management professor at Columbia 
University, said Welch’s vision is pretty simple: “He says: 
‘Enough of this  In Search of Excellence  stuff. Let’s  be  
excellent.’” 32  

   THE TRAP: MEASURING EVERYTHING, 
UNDERSTANDING NOTHING 

   “Too often we measure everything and understand 
nothing. The three most important things you need to 
measure in a business are customer satisfaction, 
employee satisfaction, and cash fl ow. If you’re grow-
ing customer satisfaction, your global market share is 
sure to grow, too. Employee satisfaction feeds you pro-
ductivity, quality, pride, and creativity. And cash fl ow 
is the pulse—the key vital sign of a company.” 33  
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 Welch said that projections and budgets are dangerous 
because they are made cautiously and conservatively 
and end up placing limits on success:

  “I can’t stand predictions. What I have to do is try to visu-
alize the world, and I have to be agile enough to live 
with it and win in it. It doesn’t mean a thing to  say  I’m 
going to do it. It only means something to  do  it.” 34  

 “Rigorous budgeting alone is nonsense. I think in terms 
of goals, in terms of the best you can do.”  35  

 “Figures are just the results. We’ve never made dollars our 
goal. Profi ts will fl ow from the success of this project.”  36  

     DON’T SELL HATS TO EACH OTHER 
 Welch claimed that lack of  candor  is the business 
world’s dirty little secret. People are afraid to say what 
they really think:

  “From the day I joined GE until the day I was named 
CEO, 20 years later, my bosses cautioned me about my 
candor. I was labeled abrasive and consistently 
warned that my candor would soon get in the way of 
my career. Now my GE career is over, and I’m telling 
you that it was candor that helped make it work.”  37  
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   Until a company faces the truth, it can’t move forward:

  “Our issue is facing reality about having a troubled 
business situation. We [top managers] can take good 
news and we can take bad news. We’re big people 
and we’ve been paid well, all of us. Don’t sell hats to 
each other.”  38  

   In other words, be honest about what you’re doing:

  “An awful lot of ritual goes on in companies, a lot of 
what I call ‘selling hats to each other.’ They come in 
with big thick books, make presentations to each other; 
no customers know you’re making it, the market 
doesn’t know you’ve tied yourself up in a room prepar-
ing charts for weeks. So I constantly say, ‘Don’t sell 
hats to each other.’ Go out and do business.”  39  

 “Don’t fi nesse the numbers; tell it like it is. Address the 
harsh realities of your situations.”  40  

  

 Welch helped GE workers face reality by telling them 
the truth—especially the painful truth. At his 1993 
annual meeting, Welch told the audience:

  “Our appliance business is profi table, but its head-
quarters location at Louisville has a signifi cant cost 
 disadvantage versus its competitors. We’re losing 
money at that plant—and everyone knows it—and 
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we can’t stay there if we can’t get our total costs 
down.” 

   He continued:

  “Whether we win or lose in Louisville remains to be 
seen, but what is certain is that there will not be a man 
or woman in our Louisville operation who will not 
have access to all the facts—or will not have a chance 
to contribute to winning.” 

   Welch then delivered the same chilling message to GE’s 
electric motor business workers in Fort Wayne, Indiana, 
where the annual meeting was held:

  “While this business overall is modestly profi table, 
the operations here in high-cost Fort Wayne are los-
ing money. Our primary competition is Emerson, 
whose costs, because of plant relocations, are signif-
icantly less than our own. This company cannot run 
operations that are chronic money losers—whether 
they be in Louisville or Fort Wayne or anywhere.”  41  

   Welch ended his comments with encouraging words on 
the power of workers to overcome, but surely Welch’s 
speech alarmed most of the residents of Fort Wayne. 

 NOTE: There were approximately 1,600 employees at the 
GE plant in Fort Wayne, and the facility continues to 
operate. For Louisville, see “It All Comes Out in the 
Wash,” pages 189–192 .
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 In a 1986 session at Crotonville, a manager from the 
fl oundering factory automation business asked what 
would happen to his unit. Welch replied:

  “If I were you, I’d get my resume ready. I know you 
don’t want to hear that. But we’re not making it 
in that business. To be fair to you, you’ve got to face 
that.”  42  

   Later in the evening at a cocktail party, Welch made a 
point of talking with the manager, to make sure he was 
able to handle the bad news. 

   “Clearly, having everyone in a particular business 
understand the way the world really is, not the way 
they wished it were, having everyone prepared to deal 
with the future, is critical to competitive success.”  43  

  

 Welch was adamant that GE-ers look forward, not back. At 
the 1990 shareholder’s meeting, he briefl y listed the accom-
plishments of the past decade, then told the audience:

  “But as successful as the ’80s were for GE,  they’re over , 
and our energies must be focused on the ’90s.”  44  

 “[D]welling on the achievements and events of the past 
is not something we spend much time on at GE.”  45  
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     SHARE INFORMATION 
   “Walter Wriston told me the day I got this job, ‘Jack, 
remember one thing: You’re always going to be the 
last one to know the critical things that need to be 
done in your organization. Everyone else already 
knows.’ He was right.”  46  

  

 Welch tried to eliminate the communication fi lters that 
kept information from top management. His corporate 
executive council (CEC) met for two days each quarter 
to help the heads of GE’s major businesses know what 
was going on throughout the company:

  “For me, good communication is simply everyone having 
the same set of facts. When everyone has the same facts, 
they can get involved in shaping the plans for their com-
ponents. At the CEC, everyone in the room sees the entire 
company and can draw his or her own conclusions about 
its performance, its environment, where it’s going for the 
next 90 days, where it’s going for the next two years, and 
where the vulnerabilities are, where the strengths are.”  47  

  

 Equally important, Welch wanted information to fl ow 
freely from bottom to top and back again:

    “The bureaucratic paraphernalia that often slows and 
impedes communications and discourages the innovator 
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and the risk-taker has been swept aside; in its place a 
faster-moving, more action-oriented, and personally more 
satisfying environment has taken shape.”  48  

 “We are out to get a feeling and a spirit of total open-
ness. That’s alien to a manager of 25 or 30 years ago 
who got ahead by knowing a little more than the 
employee who works for him [or her].”  49  

 “Openness is critical. We soon discovered how essential 
it is for a multibusiness company to become an open, 
learning organization. The ultimate competitive advan-
tage lies in an organization’s ability to learn and rap-
idly transform that learning into action. It may acquire 
that learning in a variety of ways—through great 
 scientists, great management practices, or great mar-
keting skills—but then it must rapidly assimilate its 
new learning and drive it.”  50  

   Even upstarts should have a voice:

  “We must have some of the freshness, the irreverence, 
the desire to challenge and question that comes from 
those who are impatient, who buck the system, who 
can see the possibilities of a fresh start.”  51  
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   In a 1987 speech to employees, Welch said:

  “We’ve learned a bit about what communication is not. 
It’s not a speech like this or a videotape. It’s not a plant 
newspaper. Real communication is an attitude, an 
environment. It’s the most interactive of all processes. 
It requires countless hours of eyeball-to-eyeball back 
and forth. It involves more listening than talking. It is 
a constant, interactive process aimed at [creating] 
consensus.”   52  

   As wonderful as this openness sounds, communicating 
with Welch can be like getting a splash in the face with 
ice water. Paul Van Orden, head of the consumer sec-
tion at GE, was struggling with declining quality, high 
prices, and lower profi tability at the major appliances 
division. Van Orden met Welch in the hallway one day:

  “How are you doing?”  Welch asked . “How are 
things at majors?” 

 “They’re really struggling, Jack,”  replied Van Orden . 

 “Hey, is there anything I can do to help?”  said 
Welch.  

  Van Orden thought for a minute then replied : “Yeah. 
You can stop referring to majors as a cesspool.” 

 “I’ll call it anything I like,”  Welch snapped back.  

 “Well,”  said Van Orden amiably , “thanks for all the 
help.”  53  
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     THE CREED 
 It took some 5,000 GE employees three years to ham-
mer out GE’s value statement, with input from Welch. 
An early draft of the statement, circulated in 1989, 
encouraged employees to understand and embrace GE’s 
values. But: “[I]ndividuals whose values do not coincide 
with these expressed preferences will more likely fl our-
ish better outside the General Electric Company.” 54  
  The so-called “fl ourish off ” statement horrifi ed many 
people at GE. Agree with us or get lost? Whatever hap-
pened to debate and dissent? they wondered. 
  When GE-ers confronted Welch with their views, they 
wore T-shirts with the GE “meatball” logo and the line, 
“Subscribe to our values or else.” Welch got the mes-
sage and dropped that part of the value statement. 55  
  Reaching consensus, Welch said, “ was a brutal  process.” 
But the value statement was so important to him that 
Welch carried it with him on a laminated card. 56  It read:

   GE leaders, always with unyielding integrity:

   Create a clear, simple, reality-based customer-
focused vision,  and are able to communicate it 
straightforwardly to all constituencies  .
  Reach, set aggressive targets, recognize and reward 
progress, while understanding accountability and 
commitment.  
  Have a passion for excellence, hate bureaucracy 
and all the nonsense that comes with it.  

•

•

•
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  Have the self-confi dence to empower others and 
behave in a boundaryless fashion, believe in and are 
committed to workout as a means of empowerment, 
are open to ideas from anywhere.  
  Have, or have the capacity to develop, global brains 
and global sensitivity, and are comfortable building 
diverse and global teams.  
  Have enormous energy and the ability to ener-
gize and invigorate others, stimulate and relish 
change, and not be frightened or paralyzed by it, 
see change as an opportunity, not a threat.  
  Possess a mind-set that drives quality, cost, and 
speed for a competitive advantage. 57   

  

 True, GE’s value statement could have used a clear- 
minded, simplicity-based, grammar-focused copy  editor. 
But this is a company of scientists and engineers, not 
English teachers. 

 Welch expected all GE employees to take the value 
statement to heart:

    “Every organization needs values, but a lean organi-
zation needs them even more. When you strip away the 
support systems of staffs and layers, people have to 
change their habits and expectations, or else the stress 
will just overwhelm them.”  58  

•

•

•

•
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   In the 1992 corporate meeting in Boca Raton, Florida, 
Welch demonstrated that although the “fl ourish off ” 
statement was taken out of the code, he had not forgot-
ten it. It had been a spectacularly successful year for 
GE fi nancially, and everyone was in a celebratory 
mood. Then Welch uttered one of his famous reality 
checks:

  “Look around you: There are fi ve fewer offi cers here 
than there were last year. One was fi red for the num-
bers, four were fi red for [ lack of ] values.”  59  

  

 To ensure that managers were living up to GE values, 
they were rated by those they worked for, those they 
worked with, and those they supervised:

  “To embed our values, we give our people 360-degree 
evaluations, with input from superiors, peers, subordi-
nates. These are the roughest evaluations you can get, 
because people hear things about themselves they’ve 
never heard before.”  60  

  

 Even today, Welch says that a manager’s people skills 
are as important as the profi ts he or she produces:

  “Even senior people with good results, doing great jobs 
in terms of numbers but [who are] not walking the 
talk, have to be removed to support our values. We 
have to part company.”  61  

c05.indd   106c05.indd   106 9/25/07   11:39:12 AM9/25/07   11:39:12 AM



The Fabric of Leadership 107

     FOUR TYPES OF LEADERS 
 In case the GE value statement did not get his message 
across, Welch continued to make his point:

  “[ W ]hat we are doing is fragile. It’s built on trust. The 
process can be set back in a heartbeat by people at any 
level who see leadership as a process of intimidation, 
people whose own lack of self-esteem makes them un-
able to trust and let go. 

 “To expect 284,000 people [1992 employment num-
bers] to deliver without the support, coaching, and 
encouragement of their leadership at every level is 
absurd. Understanding this: We have been taking a 
good long look—a look in the mirror, if you will—at 
the various types of leadership we have in our company. 
We put them into four categories, and I would guess 
they are pretty close to the same types you run into every 
day in business, schools, labs—in any institution.”  62  

  
 Welch had a tendency to manage by the alphabet and 
by numbers. He ranked managers as As, Bs, and Cs. He 
said trying to turn C managers into As or Bs was a 
“wheel-spinning exercise.” Push Cs out the door to B 
companies or C companies. GE is “an A-plus company” 
that can have its pick of the fi nest managers. “Shame on 
any of you who aren’t facing up [to poor performers]. 
Move ’em out early,” he instructed senior executives. 63  
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Apparently, the A, B, and C concept referred to grades 
on performance. Welch talked about the four types of 
managers and how they fi t in the GE culture: 
  Type Is are people who not only deliver on perform-
ance commitments, but also believe in and promote 
GE’s small-company values:

  “The trajectory of this group is onward and upward, 
and the men and women who comprise it will repre-
sent the core of our senior leadership into the next 
century.”  64  

 

“Type I is everybody’s star. These people deliver on 
commitments, fi nancial or otherwise, and share our 
values. Values like a love of speed, a hatred of bureauc-
racy. Values like relishing change, not being paralyzed 
by it, and respecting everyone and engaging everyone 
in the cause of winning.”  65    

 Type IIs are just the opposite. Said Welch, they do not 

   “meet commitments, nor share our values—nor last 
long at GE.”  66  

 “They have to go.”  67  

   Type IIIs are more complicated, said Welch. They try 
hard, but
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  “they miss some commitments, don’t always make the 
numbers, but share all the values. They work well with 
people.”  68  

   Sometimes, they swing and miss:

  “We encourage taking big swings, and Type III is typi-
cally given another chance.”  69  

   Type IV is the real headache:

  “This is the person who makes the numbers but forces 
them out of people rather than inspiring them to pro-
duce. This is your big shot, your tyrant, the person 
you’d love to be rid of—but oh, those numbers.”  70  

 “Type IVs [deliver the goods] without regard to values 
and, in fact, often diminish them by grinding people 
down, squeezing them, stifl ing them. Some of these learned 
to change, most couldn’t. The decision to begin removing 
Type IVs was a watershed—the ultimate test of our ability 
to ‘walk the talk’; but it had to be done if we wanted GE 
people to be open, to speak up, to share, and to act boldly 
outside traditional ‘lines of  authority’ and ‘functional 
boxes’ in this new learning, sharing environment.”  71  

   Getting rid of Type IVs takes guts:

  “We’ve been coming to grips with Type IV at GE because, 
while Type IV can give us the performance in the short 
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THE BEST MUTUAL FUND IN THE WORLD
  GE has become a CEO “factory,” supplying more top 

executives to U.S. business than any other company. If 

you buy shares in the companies the GE alumni run, you 

may have “the best mutual fund in the world,” said Steve 

Kerr, once the director of GE’s Crotonville leadership 

training program. 74  

  When Larry A. Bossidy was chosen chief executive 

of Allied-Signal Inc., the company’s share price jumped 

13 percent. When Stanley C. Gault assumed leadership 

at Goodyear Tire and Rubber, the share price immediately 

bumped up from $28 to $31. On the day in 1991 when 

Glen Hiner took over as head of Owens-Corning Fiberglas 

Corporation, the share price rose from $2.25 to $23.25; 

term, he or she will never get the productivity and thus the 
performance we need for the long term. You can’t take 
that level of performance from a workforce; they have to 
give it, not out of affection for management but because of 
the excitement and personal satisfaction that involve-
ment in winning can provide them, and the security and 
rewards that can only come from winning.” 72  

   John M. Trani, a former GE executive (apparently an 
A manager who left GE to become CEO of Stanley 
Works) made this observation: “The Welch theory is 
those who do, get; those who don’t, go.” 73                 
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and within a month, the shares were trading at $36.325. 

Every one of these stocks has steadily appreciated since. 

Each of these new CEOs had spent most of their careers 

at GE. Since Welch held his job for so long, talented GE 

executives who wanted to run their own show had little 

choice except to relocate. 

   Management Today  claimed, “Probably no single 

company has made such a singular contribution to the 

arts and wiles, the viewpoints and the techniques, of 

large-scale corporate management as GE.” 75  Welch 

himself was earnestly courted by IBM before Louis V. 

Gerstner was hired as CEO in 1995. 

  Those executives who headed one of GE’s businesses go 

to the next job with abundant experience. Many of GE’s 

businesses qualify independently as Fortune 500 companies, 

and they are indeed operated as nearly independent entities. 

   “Ours is a company where there’s a chance for [executives] 

to become general managers of a small business relatively 

early in their careers, and where they can grow that 

business and make it better than the best. 76  

   There is, however, one important danger in hiring a GE- 

trained executive. During the 1980s, when Welch was 

restructuring GE, many executives were dismissed. Some 

were excellent employees who were merely in the wrong 

business or at the wrong level. Others, however, were 

subpar, the Type IV manager that Welch said had no 

future at GE. It behooves an executive search committee 

to know into which category a former GE-er fi ts. 
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  Here are some CEOs, past and present, who cut their 

teeth at GE:

   William Anders, General Dynamics  

  Norman P. Blake Jr., USF&G  

  Larry A. Bossidy, Allied-Signal Inc.  

  David M. Cote, Honeywell International  

  Michael J. Emmi, Systems and Computer Technology  

  Stanley C. Gault, Rubbermaid Inc., and later, Goodyear

 Tire and Rubber Corp.  

  Fred Garry, late chief executive of Rohr Inc.  

  Glen Hiner, Owens-Corning Fiberglas  

  Clyde Keaton, Clean Harbors  

  Chuck Lillis, MediaOne Group (formerly U.S. West Media 

 Group)  

  Michael Lockhart, General Signal Corp.  

  Daniel McGlaughlin, Equifax  

  James McNerney, Boeing  

  Richard Miller, Wang Laboratories  

  George Schofi eld, Zurn Industries  

  Roger Shipke, Ryland Group Inc.  

  Harry C. Stonecipher, Sunstrand, and later, McDonnell 

 Douglas Corp.  

  John M. Trani, Stanley Works  

  Walter Williams, Rubbermaid Inc.  

  Thomas Vanderslice, president of GTE, then CEO of 

 Apollo Computer, and then CEO of M/A Com, which 

 produces microwave components  

  Alva O. Way, American Express Co.     
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   Welch, the
Change Agent 

     CHANGE BEFORE YOU HAVE TO 
   “There’s a whole set of phrases that are designed to 
wait until disaster strikes, phrases like: ‘If it ain’t 
broke, don’t fi x it’ or ‘Don’t be a solution in search of a 
problem’ or ‘Don’t break up a winning team.’ 

 “We all use these over and over—a dismissal of 
someone trying to change something that’s going 
just fi ne. 

 “But in truth, the wisdom may lie in changing the 
institution while it’s still winning—reinvigorating a 
business, in fact, while it’s making more money than 
anyone ever dreamed it could make.” 1  

113
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 “We had constructed over the years a management 
apparatus that was right for its times, the toast of the 
business schools. Divisions, strategic business units, 
groups, sectors, all were designed to make meticulous, 
calculated decisions and move them smoothly forward 
and upward. This system produced highly polished 
work. It was right for the ’70s . . . a growing handicap 
in the early ’80s . . . and would have been a ticket to the 
boneyard in the ’90s. So we got rid of it . . . along with a 
lot of reports, meetings, and endless paper that fl owed 
like lava from the upper levels of the company. ” 2  

   Welch said changing before a company was forced to do 
so was about as easy as changing a tire while the car 
was still going down the road. It’s both risky and bound 
to create controversy:

    “No matter how many exciting programs you imple-
ment, there seems to be a need for people to spend emo-
tional energy criticizing the administration of the 
programs rather than focusing on the substance.”  3  

   GE’s greatest strength has been its adaptability:

  “We want to be a company that is constantly renewing 
itself, shedding the past, adapting to change.”  4  
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 Welch told GE-ers that there are two kinds of compa-
nies. One kind says the future will surprise us, but 
we’re not surprised to be surprised. The second type is 
truly surprised, unprepared for the surprise, and resist-
ant to change. GE, he claimed, is the fi rst kind of 
company. 5  

  

   “Managements that hang on to weakness for whatever 
reason—tradition, sentiment, or their own manage-
ment weakness—won’t be around in 1990.”  6  

  

 Welch initiated a two-phase revolution at GE. In the 
“hardware” phase, Welch restructured GE’s basic busi-
nesses by selling, buying, and downsizing; and during 
the “software” phase, he shifted the corporate culture 
and employee mind-set. 

     “The decade of the 1980s imposed two distinct chal-
lenges. In the fi rst phase, through 1986, we had to pay 
attention to the ‘hardware’—fi xing the businesses. In 
the second phase, from 1987 well into the 1990s, we’ve 
had to focus on the ‘software.’ Our sustained competi-
tiveness can only come from improved productivity, 
and that requires the bottom-up initiatives of our 
people.”   7
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   The hardware changes—specifi cally, a shift toward the 
service sector—were wrenching for a company that 
from inception was engineering oriented:

    “It has been hard for the old equipment business, where 
building the latest high-effi ciency this and high-effi ciency 
that was the route to epaulets on your shoulder.” 8  

   The software changes were necessary to make the 
hardware changes work:

  “A company can boost productivity by restructuring, 
removing bureaucracy, and downsizing; but it cannot 
sustain high-productivity growth without cultural 
change.” 9  

 “How do you bring people into the change process? 
Start with reality. Get all of the facts out. Give people 
the rationale for change, laying it out in the clearest, 
most dramatic terms. When everybody gets the same 
facts, they’ll generally come to the same conclusion.” 10     

 Paradoxically, Welch says change must be consistent, 
persistent, and simply stated:

    “[Even at GE executive meetings, there is a] relentless 
consistency, a pounding, a drumming, over and over. 
We don’t change our mind. We don’t jump around. We 
don’t give them a new fl avor of the month.” 11  
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 “I’m in my 14th year of running a global company, 
and I’ve been wrong about a lot of things in those 
14 years; but one prediction I’ve made at least 14 times 
that has always come true is that things are going to 
get tougher, the shakeouts more brutal and the pace of 
change more rapid.”  12   

   In this environment, he continued:

  “[T]he difference between winning and losing will be 
how the men and women of our company view change 
as it comes at them. If they see it as a threat—as an ill 
wind to be resisted by keeping your head down and 
digging your feet in—we lose. But if they are provided 
the educational tools and are encouraged to use 
them—to the point where they see change as synony-
mous with opportunity, where they become receptive 
to it, even demand it—then every door we must pass 
through to win big all around the world will swing 
open to us—new markets, exotic technologies, novel 
ventures, dramatic productivity growth.”  13     

 While Welch preached the value of change, he denied 
that he had changed:

    “I haven’t changed a thing! I try to adapt to the environ-
ment I’m in. In the ’70s, when I was helping grow new 
businesses—at plastics, at medical—I was a wild-eyed 
growth boy. And then I got into the bureaucracy, and I 
had to clean it out; so I was different in 1981. And now 
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I’m in another environment. But that’s not being ‘born 
again.’ 

 “The ideas were always the same. We’ve been talk-
ing about reality, agility, ownership, and candor since 
the beginning. We just got it simpler and more care-
fully articulated over time.”   14   

  

 Despite his protests, Gertrude G. Michelson, senior vice 
president of R. H. Macy & Co. and a GE director since 
1976, said she saw Welch mature at GE:

  “He has changed from competitive to cooperative, in 
the broadest sense—he understands that’s the real top 
leadership role.” 15  

  

 GE’s corporate executive council met four times a year 
at Crotonville to review policies and progress. When 
the Lyceum, where the Corporate Executive Council 
met, was remodeled, Steve Kerr said that the top GE 
executives—those who most ardently preached quick 
reaction to change—were confused and rattled. They 
shuffl ed around like they were playing musical chairs, 
momentarily befuddled because there was one less 
chair on the left side than there had been and one more 
chair on the right. But, Kerr said, they fi gured it out 
 reasonably quickly and took their seats. 16  
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   GO FOR THE LEAP 
     “Shun the incremental and go for the leap.” 17  

 “Incremental change doesn’t work very well in the 
type of transformation GE has gone through. If your 
change isn’t big enough, revolutionary enough, the 
bureaucracy can beat you. Look at Winston Churchill 
and Franklin Roosevelt. They said, ‘This is what it’s 
going to be.’ And then they did it. Big bold changes, 
forcefully articulated. When you get leaders who con-
fuse popularity with leadership, who just nibble away 
at things, nothing changes. I think that’s true in coun-
tries and in companies.”  18  

 “Most bureaucracies—and ours [at GE] is no  exception—
unfortunately still think in incremental terms rather 
than in terms of fundamental change. They think incre-
mentally primarily because they think internally. 

 “Changing the culture—opening it up to quantum 
change—means constantly asking not how fast am I 
going, how well am I doing versus how well I did a 
year or two years before, [but] how fast and how well 
am I doing versus the world outside? Are we moving 
faster, and are we doing better against that external 
standard? ”19  
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 “How many textile companies died, going from north to 
south in search of marginally lower wage rates they 
thought would make them competitive—the incremental 
solutions—rather than coupling lower costs with a mas-
sive technological revitalization of the entire process?” 20  

   GE learned about “bullet-train thinking” from the CEO 
of Yokogawa, GE’s Japanese partner in the medical 
 systems business:

  “He says if you want to increase the speed of the bullet 
train 10 mph, you add a little more horsepower. . . . But 
if you want to take it from 150 mph to 300 mph— double 
the speed of the bullet train—you’ve got to think about 
whether or not you widen the track, change the suspen-
sion system. You’ve got to think out of the box. It’s not 
the same train with a little more tweak. It’s a whole new 
thought.” 21  

   The tools for making the bullet-train change include 
boundaryless teams, stretch targets, best practices, and 
other GE concepts. 

     “The idea of faster pace—the quantum change—is not 
just reserved for entrepreneurs, for the fast, new start-
up you hear about in Silicon Valley or Route 128 in 
Boston. It’s not just reserved for Skunk Works. It’s for 
everyone, everywhere.”  22  
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     MANAGING PARADOX 
   “What we need are leaders who understand the hidden 
realities, who understand the increasing number of 
paradoxes and linkages that confront us in business 
today that go beyond the simplicity of either-or.” 23  

 “Effective leadership involves the acceptance and man-
agement of paradox. For example, we must function 
collectively as one company and individually as many 
businesses at the same time.” 24  

   Welch said managers must play their own game well, 
but they won’t last long unless they are team players:

  “If you can’t operate as a team player, no matter how 
valuable you’ve been, you really don’t belong at GE.” 25  

   Many business leaders may fi nd it paradoxical that 
Welch, who is the devil himself when cutting costs, 
called the budget process the “bane of corporate 
America.” He explained it this way to former  Fortune  
editor Marshall Loeb:

    “Making a budget is an exercise in minimalization 
because everyone is always negotiating for the lowest 
number, not for the best result. 
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 “If I worked for you, Marshall, you would come 
charging into the boardroom and say, ‘I need four.’ 
I would haggle all day, me making presentations with 
50 charts, saying the right number is two. In the end, 
we’d settle on three. We’d go home and tell our families 
we had a helluva day at the offi ce. And what did we 
do? We ended up minimizing our activity. We weren’t 
dreaming, reaching. I was trying to get the lowest 
budget number I could sell you.   It’s all backward. But 
if instead you ask people, ‘Give us all you can, give us 
your best shot at what you can do,’ then you can’t 
believe the numbers you’ll get. You’ll get more than 
you need. There’s a trust built that people are going to 
give their best.”  26  

     PRODUCTIVITY: UNLIMITED JUICE IN THE LEMON 
     “Optimism, leadership, and productivity have been 
three of the characteristics that have moved this coun-
try to a special place in front of the nations of the 
world.” 27  

   Everyone should understand the importance of produc-
tivity, according to Jack Welch. During the depths of the 
1992 recession, he claimed the U.S. economy wasn’t as 
woeful as many Americans believed it was:

122 JACK WELCH SPEAKS
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  “Let me make the assumption for the moment that I’ve 
convinced you—and I recognize it as an assumption—
that things aren’t as bad as they seem, that there is 
plenty of opportunity for growth, that the glass is half 
full. The obvious question remains: How do you fi ll 
the glass to the brim? 

 “I’m convinced that the answer to that question lies 
in just one concept: productivity—sustained productiv-
ity growth. 

 “If there is one thing that’s for sure, it is the direct 
correlation between national productivity and national 
well-being. 

 “Look back at America of the ’50s—the land of pro-
ductivity. We had enormous pent-up demand, to be 
sure, but we also had productivity growth of 2.8 per-
cent per year. 

 “It was that productivity that produced a 40 percent 
increase in real median family income over the decade 
of the ’50s. College, vacation homes, second cars—
things that had always been associated with the few—
came within reach of the many, and at last within the 
aspirations of all.”  28  

 “Poor productivity can kill a century-old company in 
two to three years, and it can certainly change the 
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 relative standard of living of a two-century-old nation 
in less than a decade.”  29  

   Productivity, Welch said, can whip infl ation. If infl ation 
is 5 percent and productivity is 1 percent, a manager 
starts out four points behind last year’s performance:

    “So what does the manager do? He immediately grabs 
the sales manager by the shirt and says, ‘Get prices 
up.’ He feels he has no choice—he has got to make his 
budget, or there won’t be any earnings. But what usu-
ally happens when he raises prices? He loses share. 
He’s strangling! But if he could gain 6 percent produc-
tivity, he’d start out ahead—despite infl ation. The gen-
eral manager can cut prices and gain share, or he can 
raise prices to increase profi ts. He is in control of his 
destiny.”  30  

 “Growing productivity must be the  foundation of every-
thing we do. We’ve been chasing it at GE for years. We 
once thought we could manage it into business opera-
tions, with control and hierarchies and vinyl books 
with charts. All we did was stifl e people, sit on them, 
slow them up, and bore them to death. In the early ’80s, 
we fell in love with robots and automation and fi lled 
some of our factories with them as our employees 
looked on sullenly and fearfully. It didn’t work. 
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 “We now know where productivity—real and limit-
less productivity—comes from. It comes from chal-
lenged, empowered, excited, rewarded teams of people. 
It comes from engaging every single mind in the 
organization.”  31  

 “When a business becomes productive, it gains control 
of its destiny.”  32  

   GE’s lighting business was a classic example. It was a 
mature, high-margin business that seemed to have 
topped out in the late 1980s. During the hardware revo-
lution, it was one of the fi rst GE companies to go global:

    “Lighting, one of our oldest businesses, which less than 
fi ve years ago had 21 percent of its sales outside the 
United States, today sells 38 percent in the non–U.S. 
global market.”  33  

   Yet lighting was laggard in productivity. In 1986, John 
Opie was put in charge and immediately did an analysis 
of every part of the business from manufacturing to 
packaging to distribution to incentive compensation. 
Within three years, lighting achieved the admirable 
productivity rate of 9 percent. 

   “[ T ]he highest growth is not coming from high-growth 
businesses like jet engines or plastics . . . where the 
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 conventional wisdom says it must come from . . . but 
instead from Mr. Edison’s 114-year-old lighting 
business.” 34  

  

 When Welch fi rst assumed leadership at GE, productiv-
ity rarely grew more than 1.5 percent annually. This 
compared with Japan’s annual productivity growth rate 
of 8 percent:

    “My obsession with the productivity issue is not based 
on academic research. Excuse a lapse into parochial-
ism for a minute. GE started the ’80s with GNP earn-
ings growth because we had GNP productivity growth 
of 1 to 2 percent. As we doubled and then tripled pro-
ductivity, we took off with 40 consecutive quarters of 
earnings growth in the ’80s, with the big double-digit 
increases at the very end of the decade. 

 “Last year [1991] in the midst of this recession, we 
grew earnings per share 5 percent. We grew exports 
to $8.6 billion, up 21 percent from 1990; and our posi-
tive contribution to the U.S. balance of trade was 
$5.9 billion—almost a billion dollars in Japan alone. 
Why? Advanced technology and stronger productivity 
were our big advantages.” 35  
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 “Productivity is not the squeezing out of a rag. Produc-
tivity is the belief that there’s an infi nite capacity to 
improve anything.” 36  

 “America became more productive. It got more out for 
less in.” 37    

 And productivity growth wasn’t over yet, Welch insisted:

  “After 30 years of productivity growth, nobody in 
Japan asks, ‘Is it over?’ It’s  never  over.” 38  

 “What we have done has barely scratched the surface. It 
turns out that there is, in fact, unlimited juice in that 
lemon. The fact is, this is not about squeezing anything 
at all: It is about tapping an ocean of creativity, passion, 
and energy that, as far as we can see, has no bottom and 
no shores.” 39          
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   The Hardware 
Revolution 

     PUTTING MONEY ON THE RIGHT GAMBLES 
 When Welch became CEO of GE in 1981, the company 
had 350 strategic businesses. Within months, he 
launched what was called GE’s “hardware”  revolution—
a realignment of the shape, scope, and focus of the mul-
tinational corporation. Welch at fi rst aimed at 15 core 
companies, then pared that down to 14. He got the 
number down to 11 core businesses operating in 50 dif-
ferent product and service lines ranging from lightbulbs 
to jet engines to fi nancial services to television net-
works to sidewalk toilet kiosks. 

128

c07.indd   128c07.indd   128 9/25/07   11:40:03 AM9/25/07   11:40:03 AM



The Hardware Revolution 129

 On deciding which hardware investments GE should 
make:

    “My biggest challenge will be to put enough money on 
the right gambles and to put no money on the wrong 
ones. But I don’t want to sprinkle money over 
everything.” 1  

 “In the 1970s and early 1980s, while the competitive 
invasion by Japanese companies hit many U.S. indus-
tries, GE chose its market battlegrounds very carefully, 
staying only in businesses where we held powerful 
competitive positions and technology edges and exit-
ing businesses such as consumer electronics where we 
did not.” 2  

   Welch began to think of three circles representing 
manufacturing, technology, and services, the three 
areas on which GE would concentrate. Then he set up 
another requirement:

    “To the hundreds of businesses and product lines that 
made up the company, we applied a single criterion: 
Can they be number 1 or number 2 at whatever they do 
in the world marketplace? Of the 348 businesses or 
product lines that could not, we closed some and 
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divested others. Their sale brought in almost $10 bil-
lion. We invested $18 billion in the ones that remained 
and further strengthened them with $17 billion worth 
of acquisitions. 

 “What remained [in 1989], aside from a few rela-
tively small supporting operations, [were] 14 world-
class businesses . . . all well positioned for the ’90s . . . 
each one either fi rst or second in the world market in 
which it participates.” 3  

  

 A Japanese publication criticized Welch for selling GE’s 
television and other subsidiaries, calling it the “hollow-
ing out” of American industry. He explained:

    “GE’s television business was ranked fi fth, sixth, or 
seventh worldwide; Japanese manufacturers domi-
nated the fi eld. We had a medical business that was 
already number 1 globally. Its biggest competitor 
was Germany’s Siemens. So we traded our losing tele-
vision business to Thomson for their losing medical 
business, which would take us to number 2 in medical 
equipment in Europe. The medical venture there is 
now very profi table and makes us number 1 in the 
world by a larger margin. 

 “Whether or not GE has a television business has 
nothing to do with benefi ts or disadvantages for a coun-
try. It doesn’t do anything for a country or its employees 
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to be in weak businesses. Actually, the televisions are 
still being made in the United States. It doesn’t matter 
who owns them.” 4  

 “The businesses I eliminated were not simply in the red 
for two or three years; they had been depressed for 30 
or 50 years in the long history of GE. And their employ-
ees had consciously become underdogs.” 5  

   Welch downsized and discharged so many people that 
he was dubbed “Neutron Jack,” after the bomb that kills 
people but leaves buildings standing. Welch feels he got 
a bum rap:

    “Nuking somebody means you kill him. We start a 
renewal process. When people leave our company, we 
provide a soft landing. People who have been removed 
for not performing may be angry, but not one will say he 
wasn’t treated with dignity. We can look ourselves in the 
mirror every morning and say we did what we could.” 6  

   Eventually, Welch accepted that the nickname had 
assumed mythic proportions and that he was stuck 
with it.  7  

 Because most workers believed they had lifetime employ-
ment at GE, the hardware changes came as a shock:

c07.indd   131c07.indd   131 9/25/07   11:40:04 AM9/25/07   11:40:04 AM



132 JACK WELCH SPEAKS

  “The job security in those days was a given. Pretty 
solid. And so what we did, we’re pretty proud of. We 
did some of the fi rst soft landings in business. We gave 
six months notice for the fi rst time; that wasn’t man-
dated. We gave all kinds of benefi ts. My predecessor 
left me with a balance sheet that gave me the luxury to 
deal with this in a much better way than other compa-
nies that had to deal with it when they were going 
broke. So we were lucky. We had a healthy company 
that we were fi xing.” 8  

  

 Though the most dramatic part of the hardware revolu-
tion was over by 1985, Welch said it would never be 
fi nished:

    “Restructuring is a road, not a destination.” 9  

     THREE BIG CIRCLES 
 Welch drew three strategic circles, each a focus of opera-
tion. In the fi rst circle was core manufacturing, such as 
lighting and locomotives. In the second circle was tech-
nology-intensive businesses, and in the third circle was 
services. Each operation within its circle would be ranked 
fi rst or second in its industry, or it would be eliminated. 

     “Anything outside the circles, we will fi x, close, or sell.” 10  
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 “I wanted to drive us into technologies and services, 
away from mundane manufacturing, if you will. So I 
developed a circle on services, technology, and manu-
facturing. And then I said—which was very controver-
sial at the time—that we had to either fi x, sell, or close. 
In 1981 or 1982, that was very controversial. In the 
1990s, people are doing it every day. But at that time, it 
was very controversial, particularly for a large 
company. 

 “And out of that came a lot of—if you will—the 
[accusations of ] harshness. What is this guy doing? 
Neutron Jack. Some of that  stuff  developed out of that. 
But in the end, it was a way to articulate to a large 
crowd what we were going to do and what we were 
not going to do. And if you’re outside the circles, peo-
ple would say, ‘What am I, in a leper colony? I joined 
GE, and now I’m outside the circles?’ So there was all 
this discussion about it. For me it was a vision. A way 
we were going to go. And it was back to being candid, 
facing reality. Reality: In those days, corporate  America 
wasn’t doing much of that. 

 “I had it here in the company on a chart. I was sit-
ting in a meeting like this in a room like this, and I 
grabbed a napkin, or whatever, and just drew it out; 
and a reporter took it  [Forbes, 1984]  and drew it in a 
graphic. It turned out to be very helpful, actually—the 
little article and the fact that he did it—because it got 
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widespread play. It was a whole new vision, new 
future, the article said. It was simple, visual, yet trau-
matic. If you weren’t in the circles, it caused a real 
wrench to the organization.” 11  

 “I fi nd the three circles—core, high technology, and 
services—to be an easy way to explain our complex 
company, both internally and externally. They’re help-
ful in developing appropriate resource allocations, 
and they certainly help maintain a long-term focus. 
The 15 businesses in these circles represent the 15 best 
chances for GE to have true world-leading businesses 
in 1990.” 12  

    NOTE:  Eventually the 15 businesses were consolidated 
into 11. 

 The original group of businesses produced 90 percent 
of GE’s earnings. They were:

    Manufacturing:  Construction equipment, lighting, ma-
jor appliances, motor, transportation, and turbines.  

   High Technology:  Aerospace, aircraft engines, indus-
trial electronics, materials (plastics and engineered 
materials), and medical systems.  

   Services:  Construction and engineering, fi nancial serv-
ices, information services, and nuclear services.  
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   Three businesses outside the circles—GE Trading Com-
pany, Ladd Petroleum, and the Semiconductor Business 
Division—would never be world leaders, but they were 
considered critical to the success of those within the 
circles. 
  Those businesses designated as blatantly “outside” 
were housewares, central air conditioning, television and 
audio, cable, mobile, power delivery, and radio stations. 
  Only a few of GE’s companies were fi rst or second 
in their class at the time, among them lighting, power 
systems, and motors. Only plastics, gas turbines, and 
aircraft engines had strong international presence; 
and only gas turbines was a global leader. 
  It was Welch’s goal to achieve market leadership and 
well-above-average returns on investment and to lever-
age GE’s existing strengths to the highest possible level. 

     “Linking technology to the marketplace and providing 
service offerings that are second to none will be the 
winning formula in all the [GE] circles.” 13  

 “The three-circles concept is a way to visualize the com-
pany and the synergy between its parts, but it is not the 
way the company is actually organized. There is no 
executive vice president for each circle.” 14  
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     BE NUMBER 1 OR NUMBER 2: A CONCEPT THAT 
SHOULD BE GONE 
 Jack Welch became both famous and infamous for his 
driving philosophy that only strong companies with a 
major market position could survive over the long haul. 

     “We made this decision based on our observation that 
when a number 1 market-share business entered a 
down cycle and sneezed, number 4 or 5 often caught 
galloping pneumonia.” 15  

   In 1981, Welch gave a more-detailed explanation to 
fi nancial analysts:

    “The winners in this slow-growth environment [of the 
1980s] will be those who search out and participate in 
the real growth industries and insist upon being 
number 1 or number 2 in every business they are in—
the number 1 or number 2 leanest, lowest-cost, world-
wide producers of quality goods and services or those 
who have a clear technological edge, a clear advan-
tage in a market niche.” 16  

 “Don’t play with businesses that can’t win. Businesses that 
are number 3, number 5 in their market—Christ couldn’t 
fi x those businesses. They’re going to lose anyway.” 17  
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 Besides being a leader, GE had to be in the right game:

    “Being number 1 or 2 in hula hoops would not do very 
much good.” 18  

   To be a leader in domestic markets is no longer enough. 
Globalization is essential:

    “Our view as we entered the ’80s focused, appropri-
ately, on one powerful competitor: Japan, Inc. As we 
stand on the threshold of the ’90s, we face not only an 
even more powerful Japan but a revitalized, confi dent 
Europe moving closer together and led by bold, aggres-
sive entrepreneurs of the kind we simply didn’t encoun-
ter in the ’70s or early ’80s. That huge Duke Power 
order that [GE’s] Gas Turbine won, if bid 10 years ago 
probably would have been a domestic contest between 
GE and Westinghouse. To win it in 1989, we had to go 
to the mat with Asea/Brown Boveri, a Swedish-Swiss 
combination; Siemens of Germany; and a Westing-
house/Mitsubishi consortium.” 19  

   Selling off the businesses that will never be number 1 or 
number 2 is like taking nasty medicine: Sometimes 
you’ve got to do it to get healthy:

    “Nothing’s worse than the insecurities that result 
from hanging on to businesses that are weak in their 
 marketplace, especially in nongrowing markets. No 
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one is happy. They’re not making money, they are not 
paying taxes, the employees come to work every day 
wondering whether it’s their last day or not. There is a 
fear that stems from such insecurity that permeates the 
fl esh.” 20  

  

 Some observers accused Welch of limiting GE to fi rst- 
or second-ranked businesses because he disliked 
competition:

    “Some people say I’m afraid to compete. I think one of 
the jobs of a businessperson is to get away from the 
slugfests and into niches where you can prevail. 
The fundamental goal is to get rid of weakness, to fi nd 
a sheltered womb where no one can hurt you. There’s 
no virtue in looking for a fi ght. If you’re in a fi ght, 
your job is to win. But if you can’t win, you’ve got to 
fi nd a way out.” 21  

   While the concept of going global and having a strong 
position in winning businesses still makes sense, Welch 
eventually came to understand that the slogan, “Be 
number 1 or number 2—or be gone” did not. In fact, it 
was limiting expansion and growth. 
  His change of heart started with a consultant who 
explained that smart managers could defi ne their mar-
kets so narrowly that they automatically would be 
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number 1 or 2. However, with the limited description 
of the business, the company could be overlooking work 
that might be a natural fi t. When Welch grasped that 
idea, he asked GE businesses to redefi ne themselves so 
that they had no more than 10 percent market share. 

     “Power systems saw its services business mainly in 
supplying spares and doing repairs on GE technol-
ogy. Defi ned that way, we had a 63 percent share of a 
$2.7 billion market. That looked pretty good—damned 
good. By redefi ning the market to include total power 
plant maintenance, power systems had only a 10 per-
cent share of a $17 billion market.”  22  

   There was a lot more business for power systems to go 
after. When each of the divisions redefi ned themselves, 
GE experienced a huge energy surge, doubling reve-
nues from 1995 to 2000. 

     “That was boundaryless behavior at its best.”  23  

     FLATTENING THE  GE  WEDDING CAKE 
 General Electric’s management structure was once 
described as an elaborate, many-layered wedding cake, 
becoming smaller as it went up. In 1985, Welch began 
what economist Joseph Schumpeter called “creative 
destruction.” The hierarchical levels were trimmed 
from 29 to 6. When Welch was done, the structure looked 
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more like a wagon wheel laying fl at on the ground. Top 
management was at the center, and the rest of the com-
pany radiated out like the spokes of the wheel.   GE was 
pretty much delayered:

  “During the ’80s, we eliminated layer after layer of man-
agement. We took down wall after wall separating 
functions. We reduced staff—the checkers, kibitzers. As 
we did this, we found, fi rst at the business leadership 
level and then down in the organization, that people 
who were given space—trusted, allowed to make their 
own decisions—worked harder at making sure they 
made good decisions.”  24  

   A critical step, one Welch says he postponed longer than 
he should have because the managers were good peo-
ple and he liked them, was removing the sector 
executives:

  “Simply by eliminating the company’s top operating 
level, the sectors, we saved $40 million. But that was 
just a bonus that pales in importance to the sudden 
release of talent and energy that poured out after all 
the dampers, valves, and barriers of the sectors had 
been removed. We can say without hesitation that 
almost every single good thing that has happened 
within this company over the past few years can be 

c07.indd   140c07.indd   140 9/25/07   11:40:06 AM9/25/07   11:40:06 AM



The Hardware Revolution 141

traced to the liberation of some individual, some team, 
or some business.” 25  

 “The way to get faster, more productive, and more 
competitive is to unleash the energy and intelligence 
and raw, ornery self-confi dence of the American 
worker, who is still by far the most productive and 
innovative in the world. 

 “The way to harness the power of these people is not 
to protect them, not to sit on them, but to turn them 
loose, let them go, and get the management layers off 
their backs, the bureaucratic shackles off their feet, 
and the functional barriers out of their way.” 26  

 “Without all the din and prattle of bureaucracy, people 
listen as well as talk; and since there are fewer of them, 
they generally know and understand each other.” 27  

   Some GE-ers complained that, with half as many employ-
ees, they had twice as much to do:

    “In reducing these layers, we are trying to get the peo-
ple in the organization to understand that they can’t do 
everything they used to do. They have to set priorities. 
The less-important tasks have to be left undone. Trying 
to do the same number of tasks with fewer people would 
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be the antithesis of what we set out to achieve: a faster, 
more focused, more purposeful company.” 28  

  

 When asked about the so-called cement layer of middle 
management that stubbornly resists change, Welch said 
that cement can harden anywhere in a corporation:

    “No level of management has a monopoly on cement; 
and to make middle management synonymous with a 
cement layer is a bad rap—and inaccurate.” 29  

   On the other hand, delayering uncovered some problems 
with managers that Welch didn’t even know about. 

   “What we found was that once you removed the layers, 
many managers were suddenly exposed who weren’t 
leaders at all.”  30  

     DOWNSIZING 
 The unavoidable consequence of restructuring and 
delayering is a smaller—a downsized—company. Welch 
believed that GE’s downsizing was actually rightsizing 
and that he did it responsibly:

  “Closing a business or a plant is the most diffi cult part 
of a manager’s job, one that no one wants, but a job that 
is unfortunately unavoidable in some situations.” 31  
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   Welch added:

  “We’re trying to be lean and compassionate.” 32  

 “I hope that I am decisive, tough-minded, and all the 
other positive adjectives they use—someone who sets 
high standards, who is demanding, who wants General 
Electric to be the most competitive sustaining enterprise 
in American business. But I don’t want anyone in GE to 
think that toughness for toughness sake, that macho or 
mean behavior, has any place in this company.”  33  

 “The cruelest thing any organization can do is not level 
with people. Then, too often, it’s too late in careers; 
[and the company] must face problems that weren’t 
dealt with when individuals had more options.” 34  

   Downsizing was especially painful at GE’s nuclear 
power division. Not only did that business have to deal 
with corporate culture shock, it also suffered national 
disillusionment with nuclear power following the anti-
nuclear movement of the 1970s and the 1986 Chernobyl 
meltdown in the Ukraine. 

   “Our people were the best and the brightest. They had 
given 30 years of their lives to nuclear power. When 
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I said, in 1981, that there was not going to be another 
nuclear plant built in the United States, they were 
upset, they were angry, they were writing letters. 

 “Even today, if you ran a survey of nuclear and 
asked, ‘How do you like our strategy?’ they’d say they 
don’t like it. Not because of anything wrong with GE’s 
strategy. They just don’t like what’s happened to their 
situation. They don’t like reality. I feel for them. It’s a 
tough deal. But the world decided nuclear power was 
not what it wanted.” 35  

 “The restructuring we did in the ’80s was not without 
impact—on communities and on individuals. But 
because of our strong balance sheet, we were able to 
provide soft landings for those affected; and because 
we made the tough decisions early, we are here today 
stronger than ever.” 36  

   It was shrewd of Welch to reduce operation to a level 
that provided only maintenance and services to the doz-
ens of GE nuclear facilities around the world, but he 
may have been premature in thinking that there would 
never be another nuclear power plant built in the United 
States. Due to fossil fuel shortages, demand for cleaner 
electricity generation, and technological advances, 
nuclear is facing a twenty-fi rst century revival; and GE’s 
nuclear division is emerging from hibernation. The last 
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domestic nuclear power plant was ordered in 1978. By 
2007, however, 16 companies or consortia were seeking 
licenses to build new facilities. Other countries already 
had nuclear projects underway. GE’s nuclear division 
planned to add some 300 new jobs at its headquarters, 
and GE announced an alliance with Hitachi that would 
make the United States and Japan the dominant forces 
in nuclear power generation.              

HONEY, I SHRUNK GE
When Welch became chairman and chief executive 

offi cer at General Electric in 1981, the company had 

440,000 employees worldwide. Gradually, the number 

shriveled:

1988: Welch’s speech to shareholders: “This manage-

ment system, designed to draw out the best in the 

300,000 individuals who make up this company, is 

 drawing it out.”37

1991: Shareholder’s meeting: “One of the privileges 

connected with my job is that I get to sit in this chair 

once a year and report the achievements of the 298,000 

people who make up our company.”38

1992: At a speech to business leaders in North Carolina, 

Welch said: “To expect 284,000 [GE] people to deliver 

without the support, coaching, and encouragement of 

their leadership at every level is absurd.”39
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1993: Shareholder’s meeting: “We are determined to 

build a culture in General Electric where 200,000-plus 

people will come to work in search of a better way—

every day.”40

1996: By 1996, GE’s employment fi gures seemed to sta-

bilize at between 240,000 and 260,000.

2007: After several major acquisitions, GE employed 

316,000 workers.
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       The Software 
Revolution 

     THE SOFT VALUES 
 By 1988, seven years after Welch took the helm at GE, 
the hardware, or structural, changes were mostly in 
place. On a helicopter ride home after a session at 
 Crotonville, Welch expressed his frustration and anger 
to James Baughman, then director of Crotonville. The 
company was not as innovative, open, changeable, adapt-
able, or creative as he wanted it to be. Soon, the second 
phase of the GE revolution was underway:

  “In the fi rst half of the 1980s, we restructured this com-
pany and changed its physical makeup. That was the 
easy part. In the last several years, our challenge has 
been to change ourselves, an infi nitely more diffi cult 

147
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task that, frankly, not all of us in leadership positions 
are capable of.”  1    

 Though Welch had fi rst started talking about “soft 
 values” in 1981, fi ve years later, GE still wasn’t operat-
ing under those principles. Philip Krantz, a former GE 
employee who by then worked for Intel, wrote in a let-
ter to  Fortune  magazine: “What I found was everything 
that Jack abhors. Instead of decisions being made by a 
liberated and empowered middle management, all 
 decisions—save an individual’s preference for lunch—
were made by the unit’s CEO. The spirited repartee in 
which Welch engages his executives to advantage by 
pushing the boundaries of their knowledge of, and com-
mitment to, a project were instead viewed as personal 
affronts to authority. 
  “In my own business unit, attempts to ignite produc-
tivity by clearing the decks of mediocre (long-tenured) 
performers were met with resistance at the top. Despite 
what was happening at corporate, at GECC, change was 
not really viewed as either necessary or positive.” 2  

 Welch explained what he meant by  soft values :

  “I expect General Electric to signifi cantly outpace the 
growth of the GNP. But I don’t expect us to get there by 
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setting a numerical target. I expect we will get there 
through soft values, like quality, like personal excel-
lence, like commitment, like a creative ambience. All 
these things will meld together to give us a company 
that provides people with valued products and serv-
ices that will permit us to grow faster than the GNP. 
Setting a numerical target won’t make it happen.”  3  

 “Silicon Valley and Route 128 were not only technologi-
cal phenomena, they were people phenomena, and 
uniquely American. How well we approximate that type 
of creativity and fi re in American companies will deter-
mine whether or not this nation wins in the ’90s.”  4  

   Len Schlesinger, a consultant hired to coach employees 
through “software” changes at GE, said, “This is one of 
the biggest planned efforts to alter people’s behavior 
since the Cultural Revolution [in China].” 5  

 It had to be big, Welch said:

  “Without everybody embracing what we want to do, 
we haven’t got a prayer.” 6  

   One of the goals of Welch’s cultural revolution was to 
reduce workloads by eliminating all unnecessary tasks:
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  “If we end up with key people browbeaten, working 
16 hours a day trying to get the same amount of data 
as before, then we haven’t done it right.” 7  

   Another goal was to change the interaction between 
labor and management:

  “You know, all of a sudden ‘manager’ isn’t the status 
word it has been for a century at GE. It has overtones 
of rear echelon—with the front lines consisting of peo-
ple who run the machines, test the products, speak 
with the customers. We’re learning a new reverence for 
what those people know.” 8  

 “We are betting everything on our people—empower-
ing them, giving them resources, and getting out of 
their way.” 9  

 “Today, with advanced information systems and fl at 
organizational structures, everyone has simultaneous 
access to the same information; everyone can be part 
of the game.”  10  

 “If we are to get the refl exes and speed we need, we’ve got 
to simplify and delegate more—simply, trust more. We 
need to drive self-confi dence deep into the organization. 
A company can’t distribute self-confi dence, but it can 
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 foster it by removing layers and giving people a chance 
to win. We have to undo a 100-year-old concept and con-
vince managers that their role is not to control peo-
ple and stay ‘on top’ of things, but rather to guide, 
energize, and excite.”  11  

   Not only was GE ready for softer values, so was the 
whole country:

  “You’ve got to be hard to be soft. You have to demon-
strate the ability to make the hard, tough decisions—
closing plants, divesting, delayering—if you want to 
have any credibility when you try to promote soft val-
ues. We reduced employment and cut the bureaucracy 
and picked up some unpleasant nicknames; but when 
we spoke of soft values—things like candor, fairness, 
facing reality—people listened.”  12    

   WORKOUT 
 Central to the cultural revolution at GE was a process 
called “workout.” In 1988, a team of consultants was 
assembled to fi gure out a process. The fi rst GE workout 
session took place in March 1989. 
  The idea was to hold a three-day, informal town 
meeting with 40 to 100 employees from all ranks of GE. 
The boss kicked things off by reviewing the business 
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and laying out the agenda, then he or she left. The 
employees broke into groups and, aided by a facilitator, 
attacked separate parts of the problem. At the end, the 
boss returned to hear the proposed solutions. The boss 
had only three options: The idea could be accepted on 
the spot, rejected on the spot, or more information could 
be requested. If the boss asked for more information, he 
had to name a team and set a deadline for making a 
decision. 
  At fi rst, GE employees hesitated to speak out, and some 
managers were reluctant to let them solve problems. But 
it caught on, and workout sessions became freewheeling 
and intense. Eventually, the workout process became less 
formal and spread throughout the company. 

   “Workout was nothing more complicated than bring-
ing people of all ranks and functions—managers, sec-
retaries, engineers, line workers, and sometimes 
customers and suppliers—together into a room to 
focus on a problem or an opportunity, and then acting 
rapidly and decisively on the best ideas developed, 
regardless of their source.” 13  

 “At these workout sessions, all the things that people 
used to mutter about around the water cooler [and] on 
the weekends were fi nally brought up openly and, in 
many cases, resolved on the spot. These meetings are 
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predicated on a belief that the people closest to the work 
know it best and are best qualifi ed to make it better.” 14  

   Workout had four primary goals:

 1.    To build trust.  
 2.   To empower employees.  
 3.   To eliminate unnecessary work.  
 4.   To create a new paradigm for GE, that of a bound-

aryless organization.  

   Workout had fi ve steps:

   Step 1.    Link weak performance to unproductive work 
practices.  

  Step 2.   Engage coworkers in the workout process.  
  Step 3.   Review ineffi cient procedures and practices.  
  Step 4.    Assign functional groups to reach consensus on 

suggested changes.  
  Step 5.    Present recommendations to boss and get the 

boss to either agree, reject, or assign responsi-
bility for further study.  

   Dr. Steve Kerr was on the team that developed workout. 
He said that when a boss agreed to implement a sugges-
tion: “Every recommendation has to have a champion, 
someone in the room, even if it’s the newest hire or lowest 
clerk. It is his job to get it done. Every recommendation 
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also has to have a roadblock buster, a high-level person 
who will remove roadblocks.” 
  The roadblock buster gives the champion his or her 
telephone number, pager number, or some way to get 
in touch directly, at any time. If a roadblock is thrown 
up in the workplace, the executive must arrange to have 
it removed. 15  

 Workout evolved its own language.  Low-hanging fruit  are 
problems that are easily solved.  Rattlers  are problems that 
are easy to recognize because they make a lot of noise. 
 Pythons  represent problems that are hidden and entwined 
in bureaucracy; pythons can put up a good fi ght. 

 Bill DiMaio, a team leader for the combuster shops at 
GE’s aircraft manufacturing unit in Lynn,  Massachusetts, 
described the workout experience this way: “Some-
times, as a manager at a workout, you feel foolish, like, 
‘Why didn’t I listen to this before?’ Some people have 
this perception, ‘Gee, if I sit on the hot seat and if I’m 
insecure about taking someone else’s idea, instead of 
coming from me, it’s going to look like I don’t know 
what I’m doing.’ You have to get over this mind-set. I 
never felt intimidated; I always felt invigorated.” While 
there are some “dog” ideas, DiMaio said that 95 percent 
of the recommendations are good ones. 16  
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 Welch described workout as:

  “A relentless, endless companywide search for a better 
way to do everything we do.” 17  

 “[W]e like to say, ‘Workout blew up the building.’ Con-
sider a building: It has walls and fl oors; the walls 
divide the functions, the fl oors separate the levels. 
Workout took out the walls and fl oors, leaving all the 
bodies in one big room.” 18  

   The payoff, if workout succeeded, Welch said, would be 
enormous:

  “We’ll have a company that is fueled by, that runs on, the 
unique attributes that we know exist in the American 
spirit—irreverence, curiosity, individualism, intellectual 
ferment; a company where jargon and double-talk and 
bureaucracy are ridiculed and candor is demanded. 
We’re not going to get a company like that by reading 
how-to books and trying to imitate other cultures.” 19    

 At his fi rst workout session, one middle-aged employee 
confi rmed that GE was on the right path: “For 25 years,” 
the employee said, “you’ve paid for my hands when you 
could have had my brains as well—for nothing.” 20  
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   “I see workout as a vehicle that, if totally and passion-
ately implemented, will get us eventually to the speed, 
simplicity, and self-confi dence we need to have to win 
against what’s ahead in the ’90s and beyond.” 21    

   SIMPLICITY 
 Welch focused on three concepts that gave GE enor-
mous energy:

  “Speed, simplicity, and self-confi dence. We’ve been 
characterized over the years as the ‘best-managed’ 
company, the ‘fi nancial wizards,’ or other labels. If we 
are to be the clear winners we must be in the ’90s, 
we will need to become the fastest, simplest, and most 
self-confi dent company on Earth.” 22  

 “Simplicity is a quality sneered at today in cultures 
that like their business concepts the way they like their 
wine: full of nuance, subtlety, complexity, hints of this 
and that. In the ’90s, cultures like that will produce 
sophisticated decisions loaded with nuance and com-
plexity that arrive at the station long after the train 
has gone.”  23  
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 “You can’t believe how hard it is for people to be sim-
ple, how much they fear being simple. They worry that 
if they’re simple, people will think they’re simple-
minded. In reality, of course, it’s just the reverse. Clear, 
tough-minded people are the most simple.” 24  

 “At GE, we’re driving to be lean and agile, to move 
faster, to pare away bureaucracy. We’re subjecting 
every activity, every function, to the most rigorous 
review, distinguishing between those things which we 
absolutely need to do and know versus those which 
would be merely nice to know.” 25    

 To simplify the business environment and focus his 
managers’ thinking, Welch asked them to prepare one-
page answers to fi ve strategic questions:

 1.    What does your global competition look like over 
the next several years?  

 2.   What have your competitors done in the last three 
years to upset those global dynamics?  

 3.   What have you done to them in the last three years 
to affect those dynamics?  

 4.   How might your competitor attack you in the future?  
 5.   What are your plans to leapfrog the competition? 26   
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     “In our major appliance business in Louisville a few 
years ago, people on the assembly line suddenly found 
two levers in front of them. One lever stopped the line. 
The other sent a part on its way  only  after an individ-
ual was satisfi ed that it was perfect. The line workers 
suddenly became the fi nal authority on the quality of 
their work. The cynics scoffed when this system was 
proposed, predicting chaos or production at a snail’s 
pace. What happened? Quality increased enormously, 
and the line ran faster and smoother than ever.”  27    

 Simplicity, as Welch pointed out, isn’t always so simple 
to accomplish. Take process mapping, for example. GE 
employees work with complex and sophisticated tech-
nologies. Management soon learned that to simplify, 
they had to have an exact picture of the process. 
  A process map is a manufacturing fl owchart that 
shows every step, no matter how small, in making an 
item. Managers, workers, suppliers, and customers 
work on the map together, putting diamonds here, cir-
cles or squares there, to indicate the type of action that 
has occurred. The process map for GE’s turbine engine 
took more than a month to complete and stretched com-
pletely around a large conference room. But when the 
map was done, employees knew precisely what was 
happening and could more easily see where steps could 
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be eliminated, combined, or moved elsewhere for 
greater speed and effi ciency. 

“   Simplicity is absolutely essential to getting the envi-
ronment, the vision, the plan across to large groups of 
people at all levels, both inside and outside the 
company.”  28  

 “Complexity slows and saps everything it touches—
except the bureaucracy. Bureaucracies crave it. Fright-
ened bureaucrats love it. I hate bureaucracy. I see what 
it does to people.” 29  

     SPEED 
 Welch insisted that only speedy companies would 
survive:

  “The ’90s will make the ’80s look like a walk in 
the park. We face a decade that is orders of magnitude 
greater in diffi culty than anything we’ve seen before. 
The Japanese are more competitive at home; they 
are buying American companies outright and build-
ing plants in Europe. Europeans are facing us with 
new vigor in every business. Practically every power 
systems order in the United States is in a struggle 
against three or four European and Japanese players, 

c08.indd   159c08.indd   159 9/25/07   11:40:38 AM9/25/07   11:40:38 AM



160 JACK WELCH SPEAKS

when only a few years ago, it would have been GE 
 versus Westinghouse. Korea and Taiwan were pretty 
much sourcing centers just a few years ago. Now they 
are world-class international players. The bottom line 
is that change will be more rapid than we’ve seen in 
the past—and we must become faster.” 30  

 “We have to get  faster if we are to win in a world where 
nothing is predictable except the increasingly rapid 
pace of change. 

 “When we met with our shareowners last April 
[1990], we were marveling at the convulsions in 
 Eastern Europe, the fall of the Berlin Wall, and the tur-
moil in the Soviet Union. But Saddam Hussein’s name 
never came up in the conversation. Less than six 
months later, the events in Europe, which people had 
been describing as the most signifi cant in half a cen-
tury, were shoved off the screen as the invasion of 
Kuwait, the war, and the victory took center stage. 

 “So while we cannot possibly know what events will 
transform our world by April of  next  year, we  do  know 
that we have to become faster in anticipating and 
reacting to them.” 31  

 “Today’s global environment, with its virtually 
real-time information exchanges, demands that an 
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 institution embrace speed. Faster, in almost every case, 
is better.”  32  

 “Speed is everything. It is the indispensable ingredient in 
competitiveness. Speed keeps businesses—and  people—
young. It’s addictive, and it’s a profoundly American 
taste we need to cultivate.” 33  

   Speed and simplicity go together, said Welch:

  “Simple messages travel faster, simpler designs reach 
the market faster, and the elimination of clutter allows 
faster decision making.”  34    

 Speed is critical to new product introduction, according 
to Welch. 

   “Market windows open and shut faster than ever. 
Product life cycles that were once measured in years 
now typically last for months—even weeks.” 35    

 In order to move products rapidly from the laboratory to 
markets, Welch said:

  “I want to see high-level managers in the labs, shaking 
chemists by the shirt.”  36    

 When asked by a  Business Week  reporter how he felt about 
complaints that GE put pressure on suppliers to make 
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things quicker, deliver them faster, and with fewer 
defects, Welch replied:

  “I’m not embarrassed to say, ‘Put pressure on them.’ 
I’m not timid about that. All these small companies 
that serve us, the machine shops around all of our 
plants, are gone if we lose the competitive business. If 
we got out of the turbine business in Schenectady, [it’s] 
lights out for all the entrepreneurs that have done so 
wonderfully serving us.” 37    

 Welch said that he needed to be as quick to change as 
anyone else. 

   “I remember when the  Wall Street Journal  went 
from two sections to three. I was so traumatized for 
48 hours. Where to fi nd things! When you think about 
it, these things do change us. And we’ve got to just keep 
talking about it. When I’m at Crotonville, that’s all I 
talk about—change, change, change. Be ready for it, 
see it, anticipate it, be ahead of it, create it. Don’t sit still. 
Anybody sitting still, you can guarantee they’re going 
to get their legs knocked out from under them.” 38    

 Indeed, Welch and his team became champions at 
clinching the quick deal. It took just three days in 1989 
to seal an alliance with the British company GEC. NBC 
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took one weekend to win the exclusive rights to broad-
cast the Olympics until 2008, at a cost of $4 billion. 

   SELF-CONFIDENCE 
 GE must build self-confi dence in its employees, Welch 
said:

  “[J]ust as surely as speed fl ows from simplicity, simplic-
ity is grounded in self-confi dence. Self-confi dence does 
not grow in someone who is just another appendage 
on the bureaucracy . . . whose authority rests on the 
bureaucracy . . . whose authority rests on little more 
than a title . . . people who are freed from the confi nes 
of their box on the organization chart, whose status 
rests on real-world achievement . . . those are the people 
who develop self-confi dence to be simple, to share every 
bit of information available to them, to listen to those 
above, below, and around them, and then move boldly.” 39    

 Welch insisted that he wanted GE management to have 
“the confi dence to lead and the confi dence to share.” 40  

   “The horizontal barriers between corporate functions 
grow because a worker’s sense of security is built on 
knowing and protecting his place in the bureaucracy. 
Workers lose sight of the overall goals of the company. 
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 “How do you change a mind-set that is more than a 
century old? 

 “We know the answer—the antidote—because we 
saw it at work, at least in pockets, during the ’80s. 
It’s self-confi dence. Give people the chance to make 
a contribution to winning; let them gain the self-
 confi dence that comes from knowing their role in it; 
and, before long, they abandon the paraphernalia of 
 status and bureaucracy. They simply don’t need it 
anymore. 

 “Self-confi dence is the fuel of productivity and crea-
tivity, decisiveness, and speed.” 41  

   Self-confi dence, Welch fi gured, accounted for the way 
GE’s Transportation Systems (mainly locomotives) and 
Industrial Power Systems (turbines) pulled back from a 
precipice when management discovered it timed mar-
kets inaccurately. Transportation Systems had intro-
duced a low-cost, higher-technology new locomotive 
just as the railroad market took a dive. Welch said both 
divisions saw the error of their ways early and had the 
self-confi dence to change by themselves:

  “Both went through purgatory in the 1980s, in the bot-
tom of market troughs of several years’ duration that 
saw few orders in locomotives and none in large steam 
turbines.” 42  
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 “Instead of closing or selling these businesses, we 
reduced their costs consistent with the market, invested 
to make them more competitive ($300 million in loco-
motives alone), and stuck with them through the lean 
years—not out of sentimentality or inertia but because 
they are large, world-leading businesses with big 
potential and because doing so fi ts our strategy. And, 
in 1988, we saw a signifi cant market revival under 
way in locomotives and the approaching dawn of a 
revival in areas of the turbine business.” 43  

   With self-confi dence comes ownership, Welch noted:

  “[O]wnership means having the freedom to take advan-
tage of an opportunity, to move quickly before being 
told what to do. When people take ownership at any 
level in the organization, the freedom to act brings 
with it the responsibility to manage the impact of their 
actions—on corporate earnings, on corporate reputa-
tion, on quality, and [on] the long-term health of the 
company. I hope ownership creates an environment 
where self-initiative is expected, where individuals are 
willing to bring up ideas, to challenge the status quo. 

 “If this ownership concept means people reaching, 
speaking out, then managers at every level will be 
forced to deal with adjusting the pace. We’ll be able to 
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work with the accelerator and the brake, rather than 
worry whether there’s enough gas in the tank.” 44  

   There is a time when it’s dangerous to be overly self-
confi dent, Welch warned. That time is when a business 
is doing extremely well:

  “Managing success is a tough job. There’s a very fi ne 
line between self-confi dence and arrogance. Success 
often breeds both, along with a reluctance to change.” 45  

 “Managing in a diffi cult environment trains you a hell 
of a lot better than riding the wave of success. When 
the ship is going down, everyone knows to get out the 
lifeboats.” 46  

LABOR UNIONS
Though GE has not had a nationwide strike since 1969, 

the labor unions representing GE workers have sometimes 

been harsh critics. And when labor negotiations began in 

1997, Welch came out swinging.

 In his January 1997 comments to management, among 

other things, Welch stated his position on pending negotia-

tions. Edward L. Fire, president of the International Union 
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of Electrical Workers, requested that GE remain neutral 

during recruitment drives in nonunion GE facilities. Addi-

tionally, Fire said he would seek job security provisions for 

GE workers similar to those won by United Auto Workers 

in Detroit in 1996.

 In a fi ery speech, Welch insisted that those and other 

union demands were “not for us in any way.” He then 

added, “You better get prepared like you’ve never been 

prepared . . . to operate in a strike and not fl inch.”47

 Welch’s message was clear: “We don’t need some third 

party to give people voice.”48

 Business Week reported that Fire was furious at Welch’s 

remarks and shot off a letter saying so. “Welch made a 

serious mistake talking like that,” Fire wrote.49

 When a contract was signed with the International 

Union of Electronic Workers and United Electrical 

Workers in July 1997, the union lost a few points; but they 

also got a lot, including a 13 percent pay increase over 

three years, an extra holiday, job retraining, early 

retirement, and rehiring provisions.

Despite the tension, Welch said he understood why 

workers unionize:

“There’s always going to be a need for a voice for 

e mployees. And where they don’t get it from the man-

agement and the company, they will have to get it 
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through an organization. And unfortunately, there’s 

 always some situation somewhere that some leader or 

some boss or some thing creates an event [in which] 

 employees don’t feel they were treated fairly. And 

they don’t get voice and dignity. I tell our people at every 

class at Crotonville: ‘Your job is to give voice and  dignity 

to people. It is absolutely the critical thing. You don’t 

have to take their voice and do exactly what they want, 

but you have to listen. You have to give them dignity 

that their voice counts.’ That’s why this ‘ideas are ac-

cepted from any level’ is a big deal, because the quality 

of an idea is what counts. And that people have voice 

and feel they have a place to vent, tell their story, the 

need for organization naturally goes down.

“My father was a product of the union movement. 

And, thank God, he was in it. His good wages got me to 

school and other things. That was an era. It was differ-

ent. So times changed. There is more enlightenment; 

 information is more important. I told a fellow in Even-

dale, Ohio, who asked me, ‘What about jobs for my 

son?’ ‘Will my son be able to have my job?’ I said I can’t 

guarantee that. I don’t know that. What I’d be sure I’d 

do if I were you, I’d be sure I’m working to get him to 

college. I’d get him as globally sophisticated as I could. 

I’d get him steeped in information technology, because 

then I’d know he’d have a job. Whether he can do your 

job 20 years from now, I don’t know that. I don’t know 

that turning that lathe will be there. I hope it is. But I 
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can’t guarantee it. I guarantee [that] an education and 

a global instinct will give him a great career.” 50

“Increased job security and increased job satisfaction 

will come to those businesses that understand their 

competitive world, deal with it, and win in it.” 51

Welch said he hoped GE would offer both fi nancial 

rewards and spiritual rewards to employees:

“It’s been said that most people’s jobs are too small for 

their spirits. I want a company where every single job 

grows to the size of its owner’s spirit.” 52

     A BOUNDARYLESS  GE  
 It wasn’t enough that General Electric moved with ease 
across national borders; Welch wanted to eliminate all 
boundaries that limit the ability of workers to do their 
jobs:

  “Our dream for the 1990s is a boundaryless company, a 
company where we knock down the walls that separate 
us from each other on the inside and from our key con-
stituencies on the outside. The boundaryless company 
we envision will remove the barriers among engineer-
ing, manufacturing, marketing, sales, and customer 
service; it will recognize no distinction between  domestic 
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and foreign operations—we’ll be as comfortable doing 
business in Budapest and Seoul as we are in Louisville 
and Schenectady. A boundaryless organization will 
ignore or erase group labels such as ‘management,’ 
‘salaried,’ or ‘hourly,’ which get in the way of people 
working together. A boundaryless company will level 
its external walls as well, reaching out to key suppliers 
to make them part of a single process in which they and 
we join hands and intellects in a common purpose—
satisfying customers.”  53    

 Welch knew that “boundaryless” was not a graceful 
word. Yet it conveyed the message: 

   “In designing a high-performance airplane, engineers 
work incessantly at eliminating or fl attening any pro-
truding surfaces that produce drag. The result is a clean 
design that moves quickly and smoothly through the 
air. In a company, the drag comes from boundaries, 
the walls that grow between functions such as fi nance 
and marketing and manufacturing, boundaries between 
suppliers and the company, between the company and 
customers. Each of these boundaries is a speed bump 
that slows the enterprises. Each piece of turf within these 
boundary walls is defended by the watchdogs of 
bureaucracy. The process of getting through function 
after function can be so time-consuming and complex 
that it can force the organization to focus on itself, on its 
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own inner workings, and distract it from its real 
 mission: serving customers.” 54  

 “Picture a building. Companies all added fl oors as they 
got bigger. Size adds fl oors. Complexity adds walls. We 
all build departments—transportation departments, 
research departments. That’s complexity. That’s walls. 
The job all of us have in business is to fl atten the build-
ing and break down the walls. If we do that, we will be 
getting more people coming up with more ideas for the 
action items that a business needs to work with.” 55  

 “Boundaryless behavior laughs at the concept of little 
kingdoms called fi nance, engineering, manufactur-
ing, and marketing, sending each other specs and 
memos, and instead gets them all together in a room 
to wrestle with issues as a team.” 56  

 “Boundaryless behavior evaluates ideas based on their 
merit, not on the rank of the person who came up with 
them. It assumes that there isn’t a customer in the 
world who doesn’t have something valuable to share 
with you. So why not hand them a coffee mug and 
bring them into the room when you sit down to design 
a new product?”  57  
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   The old GE prejudice against anything NIH (not invented 
here) had to go:

  “This boundaryless learning culture killed any view 
that assumed the ‘GE way’ was the only way or even 
the best way. The operative assumption today is that 
someone, somewhere, has a better idea; and the opera-
tive compulsion is to fi nd out who has that better idea, 
learn it, and put it into action—fast.” 58    

 An example of how a boundaryless GE works:

  “Our medical systems business,  for instance, is a world 
leader in remote diagnostics, which means an installed 
GE CT scanner can be remotely monitored by our serv-
ice people as it operates in a hospital. They can detect 
and repair an impending malfunction, sometimes 
online, sometimes before the customer even perceives 
there is a problem. Medical systems has shared 
this technology with our jet engine business, with loco-
motives, with motors and industrial systems, and with 
power systems, enabling them to monitor the perform-
ance of jet engines in fl ight, of locomotives pulling 
freight, of running paper mills, and of turbines in 
operation in customer power plants.”  59    

 The GE medical systems maintenance center in Buc, 
near Versailles, France, monitors equipment worldwide 
by satellite and often is able to make repairs by remote 
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control. A computer center in Florence, Italy, checks 
11,000 GE turbines operating everywhere from Siberia 
to Chile and tries to service the equipment before a 
breakdown occurs. Some experts say Welch has taken 
GE through three phases: restructuring, globalization, 
and, now, a move to become a service-oriented com-
pany. Welch insisted that GE would stay in manufactur-
ing, since all of its services were either linked to or 
supported GE’s own products. 

   “Our job is to sell more than just the box.” 60

    

 Welch explained that people everywhere prefer a 
boundaryless environment:

  “People want to be boundaryless in any culture. In 
Hungary, at our Tungsram facility, we’ve got 11 plants 
sharing ‘best practices.’ The energy is enormous. We’re 
bringing the team from there to our lighting plants in 
the United States to show them some of the ‘workout’ 
techniques they’ve used there to improve cycle time and 
processes. So, in every plant we have in every country, 
people are the same. They want to be more involved. 
No one wants to be in a box, to be locked in.” 61    
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 Peggy Quinn Neimer, a GE attorney, said the philosophy 
of boundarylessness would benefi t women employees: “I 
feel that GE’s attempt to become boundaryless represents 
a great opportunity for women, because boundaries have 
traditionally functioned to keep women out.” 62  

   Boundaryless is the language, the behavior defi ner, the 
culture, the soul of a true global enterprise. It ignores 
geography, borders, accents, currencies, and unites peo-
ple of all cultures.” 63    

   SEARCHING THE PLANET FOR 
THE BEST PRACTICES 
 GE has, since Edison, been a fountainhead for bright 
ideas. Why look anywhere else for a better way? GE-ers 
believed that if it was NIH (not invented here), a prod-
uct or procedure had little merit. Once GE started exam-
ining everything it did, it became clear that no one 
individual or single company owned all the good ideas. 
A worldwide search began for “best practices,” Welch 
said:

  GE began to systematically roam the world, learning 
better ways of doing things from the world’s best 
companies.” 64  
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 “Our behavior is driven by a fundamental core belief: 
the desire, and the ability, of an organization to con-
tinuously learn from any source, anywhere; and to 
rapidly convert this learning into action is its ultimate 
competitive advantage.” 65  

 “In Louisville recently, we needed a new transmission 
for a washing machine—a part we have traditionally 
designed ourselves and sourced from an outside sup-
plier. This time, rather than start a GE engineering 
team wrestling with the design of the transmission, we 
went instead to four qualifi ed suppliers whose busi-
nesses are focused on components like this and asked 
them to give us their best shot on a new design; and 
they did. The result is, we are getting a better transmis-
sion than we could have designed ourselves; and we’re 
getting it faster and at lower cost because we had four 
times more brains focused on the problem than we 
would have had if we had done it the traditional way 
and stayed behind the horizontal boundary we had 
created between us and the outside.” 66    

 Some “best practices” came from Wal-Mart, a company 
that Welch admires:

  “Wal-Mart, in my opinion, clearly made a connection 
between the customer and every employee in Wal-Mart. 
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And they work on that every single day. They just can’t 
stand not fi lling a customer need. If they’re out of blan-
kets in Minneapolis, they’ve got a computer system that 
will move the blankets instantaneously to Minneapolis. 
Or if their antifreeze is low in Chicago and high in 
Kalamazoo, they’ll move it. [They have] an insatiable 
desire to make customers love ’em. And tying their per-
sonal rewards over the years to doing that, they’ve seen 
enormous wealth created at all levels of the store.” 67    

 When he said “best practice,” Welch meant the best:

  “[ T ]he only ideas that count are the A ideas. There is 
no second place. That means we have to get everyone 
in the organization involved. If you do that right, the 
best ideas will rise to the top.” 68  

 “We don’t claim to be the global fountainhead of man-
agement thought, but we may be the world’s thirstiest 
pursuer of big ideas—from whatever their source—and 
we’re not shy about adopting and adapting them.” 69  

 “[ W ]e never shut up about the great things that lie 
ahead for a company whose people get up every morn-
ing and come to work knowing—convinced—that 
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there is a better way of doing everything they do and 
[are] determined to fi nd out who knows that way 
and how they can learn it.”  70  

     TEAMWORK 
 Teamwork became easier after GE’s software revolution:

  “The quest to make GE the most exciting and success-
ful enterprise on Earth in this decade will be won on 
the factory fl oor, in the offi ce, in the fi eld, face-to-face 
with customers, with everyone understanding and 
focused on the essential mission of a corporation: 
 serving customers.” 71    

 Welch drew on his own experience when trying to build 
team spirit:

  “I remember getting a phone call from some fi nancial 
guy in Fairfi eld [Connecticut] when I was running 
plastics. He told me I had to give up $60 million of cap-
ital spending that was already approved. Why, why? 
The answer was that the XYZ division needed the 
money more than I did. So you wound up hating 
the other businesses and competing against them 
instead of working with them.” 72    
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 Today, that is different:

  “When appliances had their [refrigerator] compressor 
problem, guys from the other businesses saw that 
Roger Schipke was a victim of bad luck and began 
volunteering help—chipping in $20 million here, $10 
million there, and so on.” 73  

   One of the strengths of GE’s quality improvement pro-
gram was that it built teams that encompassed both 
customers and suppliers:

  “I was in London at the beginning of June [1997]. The 
president of the GE mortgage company came in with 
his team and two customers. He was a black belt in 
Six Sigma quality. He talked about process, about cut-
ting the time from this to this. His customer talked 
about how the customer had gained share through his 
efforts. He also showed his profi tability in front of the 
customer. The relationship . . . it was a snapshot into 
GE of the next century.” 74     

  STRETCH 
 To Welch, there is a big difference between pushing 
employees too hard and letting them set high goals for 
themselves that require extra imagination, brains, and 
skill to achieve:
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  “What we call ‘stretch’ simply means fi guring out per-
formance targets, from profi tability to new product 
introductions, that are doable, reasonable, and within 
our capabilities, and then raising our sights higher—
much higher—toward goals that at the outset seem to 
require superhuman effort to achieve. We have found 
that by  reaching  for what appears to be the impossi-
ble, we often actually  do  the impossible; and even when 
we don’t quite make it, we inevitably wind up doing 
much better than we would have done.” 75  

 “A stretch atmosphere replaces a grim, heads-down 
determination to be as good as you have to be, and 
asks instead, how good can you be?” 76  

 “Stretch means that we all try for huge gains while 
having no idea how to get there, but our people fi g-
ure out ways to get there. I was in Japan in the fall, 
and I saw Toshiba’s new VCR. They had a stretch 
goal: Produce it with half the parts, in half the time, 
at half the cost. They sent a team away to design the 
new model and ended up reducing the number of 
parts by 60 percent and producing it in one year 
instead of the usual two.”  77  
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   Though workers at GE often hit stretch targets, they 
also sometimes fell short. GE set two stretch goals for 
1995: to achieve 10 inventory turns in the year, and to 
achieve a 15 percent operating margin. Those were 
ambitious goals, since the company had never reached 
fi ve turns and barely achieved an 11 percent operating 
margin. That year, the company made only nine turns, 
one short of the target, but it did hit a 15 percent operat-
ing margin. Even the failed goal represented a big 
improvement over past performance. 

   “In GE today, this is not a ‘miss,’ or a ‘broken commit-
ment,’ or a ‘black eye,’ but a triumph to be celebrated, 
an achievement that is providing the cash to fi nance 
the acquisitions we want and a stock buy-back.” 78  

 “Because this [GE] management team has been together 
for a long time, trust has grown; and trust is an 
 indispensable ingredient that allows a business to set 
big stretch targets. GE business leaders do not walk 
around all year regretting the albatross of an impossi-
ble number they hung around their own necks. At the 
end of the year, the business is measured, not on 
whether it hit the stretch target, but on how well it did 
against the prior year, given the circumstances. 

 “An exciting by-product of stretch behavior is the 
enormous surge of self-confi dence that has grown 
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across our company as people see themselves achiev-
ing things they once suspected were beyond them.” 79  

   Welch believes people stretch better when they are 
reaching for something they want. GE expanded its 
stock option bonus program from about 400 people in 
the 1980s to 22,000 by 1996. 

   “I’ve rewarded failures by giving out awards to people 
when they’ve failed, because they took a swing. Keep 
taking swings. I teach a course at Crotonville for six 
hours—four to six hours—on leadership. I always say, 
if the chairman can buy Kidder Peabody and mess it up, 
you can do about anything. It was on the front page of 
the  Wall Street Journal  19 times. Now, if the chairman 
can do that and still survive, you ought to be able to 
take swings everywhere. You can hardly do worse.” 80  

 “Punishing failure assures that no one dares.” 81  

 “Stretch can only occur in an environment where 
 everyone is totally committed to a rigid set of core 
 values— integrity, trust, quality, boundaryless behavior—
and to outperforming every one of our global competi-
tors in every market environment.” 82  
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   Think big, Welch says:

  “Decimal points are for bureaucrats.” 83  

 “I hope you won’t think I’m being melodramatic if I 
say that the institution ought to stretch itself out, to 
reach to the point where it almost comes unglued.” 84  

     SIX SIGMA QUALITY 
   “Quality means literally providing something that’s 
better than the best, not just better than most.” 85    

 During the early 1980s, when GE restructured its hard-
ware to compete against foreign competitors, Welch 
said that companies such as Motorola, Texas Instru-
ments, Hewlett-Packard, and Xerox did not have the 
same luxury. The only competitive edge they had was 
the quality of their products. Consequently, these com-
panies became experts on quality control and improve-
ment. In a survey of employees, GE learned that most 
workers wanted to improve their own quality and 
believed it could be done. With the help of consultant 
Mikel Harry of the Six Sigma Academy in Scottsdale, 
Arizona, GE turned its attention to quality control. Six 
Sigma became Welch’s passion for the late 1990s. 

NOTE : “Sigma” is the term statisticians use when meas-
uring standard deviation. 
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   “We have a massive scientifi cally based quality under-
taking in progress at GE, which will take us, within 
four years, to a level of process excellence that will 
produce fewer than four defects per million operations 
performed in every manufacturing and service process 
across the company. It is the most challenging and 
potentially rewarding initiative we have ever under-
taken at General Electric.” 86    

 At GE’s 1996 annual meeting in Charlottesville, Virginia, 
Welch explained what Six Sigma means:

  “A typical process at GE generates about 35,000 defects 
per million, which sounds like a lot, and  is  a lot; but it 
is consistent with the defect levels of most successful 
companies. That number of defects per million is 
referred to in the very precise jargon of statistics as 
about three and one-half sigma. For those of you who 
fl ew to Charlottesville, you are sitting here in your 
seats today because the airlines’ record in getting pas-
sengers safely from one place to another is even  better  
than six sigma, with less than one-half failure per 
million. 

 “If you think about airlines, they run two opera-
tions. They get you from point A to point B from seven 
to eight sigma. Your bags get there at three sigma.” 87    
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 Only a handful of companies in the world, several in 
Japan and Motorola in the United States, have achieved 
a Six Sigma level of quality. 

 GE had quality control programs previously, but they 
did not permeate the company the way Six Sigma did. 

   “We blew up the old quality organization, because they 
were off to the side. Now, it’s the job of the leader, 
the job of the manager, the job of the employee—
 everyone’s job is quality.” 88  

 “It has been remarked that we are just a bit ‘unbal-
anced’ on the subject [of Six Sigma]. That’s a fair 
 comment. We are.” 89  

   Welch knew the high cost of low-quality products. In 
1981, GE’s dishwasher line lost 18 percent of its market 
share from the previous year, and washing machines 
lost 16 percent of their market share because GE’s prod-
ucts were not of competitive quality. Welch acknowl-
edged that consumer confi dence, once gone, is not 
easily regained:

  “A consumer punch in the eye does not go away for 
maybe a decade.” 90  
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 “We want to change the competitive landscape by being 
not just better than our competitors, but by taking qual-
ity to a whole new level. We want to make our quality 
so special, so valuable to our customers, so important 
to their success, that our products become their only 
real value choice.” 91  

   Six Sigma was launched in late 1995 with 200 projects. 
By 1997, it involved more than 6,000 projects. 

   “Forty percent of every manager’s bonus is tied to his 
or her progress on quality results. Quality is the top 
item on every agenda in every business in this com-
pany. For leaders who do not see how critical quality 
is to our future—like leaders who could not become 
boundaryless during the 1980s—GE is simply not the 
place to be.” 92    

 The Six Sigma quality improvement effort was led by 
GE employees who had been trained and designated 
“champions, master black belts, black belts, and green 
belts.” 

   “By January 1998, there will be no one on any slate for 
consideration for any management job in GE, no mat-
ter how junior, without some green belt training.” 93    
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 When asked how suppliers were responding to demands 
for higher quality, Welch leapt to his feet and ran to his 
offi ce and back with the latest studies:

  “The improvements are already picking up. Many sup-
pliers want to adopt it and spread it across their busi-
nesses. Others come as reluctant brides. They do it, or 
they don’t supply for us. Suppliers are coming and tak-
ing the [Crotonville] course. What we do is, we charge 
suppliers. What they used to do—when it was free—
they’d send along a cluck. Now that we charge them, the 
quality [of the supplier representative] gets much better; 
we don’t get rich off of it. We just charge them a little.” 94    

 By the 1997 shareholders meeting, Welch was talking 
up Six Sigma successes:

  “We had a billing system at GE Lighting that worked just 
fi ne from our perspective. The problem was it didn’t 
mesh very well electronically with the purchasing sys-
tem at Wal-Mart—one of our best customers. Our system 
didn’t work for them and was causing  disputes, delayed 
payments, and was wasting Wal-Mart’s time. A black 
belt team using Six Sigma methodology, information 
technology, and $30,000 in investment tackled the prob-
lem from Wal-Mart’s perspective and, in four months, 
reduced defects in the system by 98 percent. The result for 
Wal-Mart was higher productivity and  competitiveness 
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and fewer disputes and delays—real dollar savings. The 
result for GE was a return many times that of our 
investment.” 95  

 “Just as workout got us to a culture of learning and 
openness that defi ned the way we behave, quality 
improvement, under the disciplined rubric of Six 
Sigma methodology, will defi ne the way we work.” 96    

 Welch explained that superior quality in products and 
performance is essential because societies the world 
over have become “value oriented”:

  “In this environment, a company must be a lean,  
low-cost producer of quality goods and services in 
order to survive, let alone prosper.” 97    

 While technology is still critical, Welch claimed that the 
market was shifting away from the technology leader to 
the manufacturer that offers basic, good-quality prod-
ucts at the lowest cost. The kind of changes that took 
place in the medical diagnostic imaging business in the 
early 1980s are now occurring in many industries:

  “In the ’60s, medical systems was primarily an X ray 
business. Product life cycles were measured in years, 
and signifi cant share changes rarely took place. In the 
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mid-’70s, computerized tomography came along, and 
an industry that hadn’t changed in decades was revo-
lutionized in 36 to 48 months. A big, new market was 
created with brand-new competitors. Share changes 
were dramatic, and we managed to be winners. 

 “Today, however [in 1984], medical systems is fac-
ing two signifi cant challenges. One is competitive, the 
need to win in another large new technology—
 magnetic resonance. The shape of the industry will be 
redefi ned over the next year. The second challenge is 
market change. Medical’s customers—hospitals—are 
under severe pressure to contain costs. Their capital 
budgets have been cut. Medical, fresh off its CT  success, 
cannot rest.”  98  

 “[W]e must be the best at what we do.” 99  

 “You’re either the best at what you do or you don’t do 
it for very long.” 100  

   Critics said that GE had been slow in embracing the 
quality movement, and Joseph A. DeFeo of the Juran 
Institute agreed: “GE in the last decade has done a 
superb job of driving out cost in their systems. And they 
got good at that. Through that entire process, to my 
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knowledge, I never met anyone who mentioned the 
word  customer  in the context of GE. Rarely was the word 
 customer  mentioned. The criticism of GE was that they 
were becoming very successful in spite of not having 
quality. They were becoming successful on the cost 
side. You can only go so far with that.” 
  But, DeFeo added: “I’ll tell you this: Based on Juran 
himself (Dr. Joseph Juran was a pioneer in the quality 
movement), all companies will strive for quality when 
they have proof of the need. If that were true, then some 
proof of the need is driving GE. I don’t think it’s Jack 
Welch’s ego. It would have to be that profi tability is sus-
pect, or they’re losing market share in certain areas.” 101  
  The cost of low-quality manufacturing and services, 
DeFeo explained, can be as high as 20 to 30 percent of a 
company’s revenues.     

IT ALL COMES OUT IN THE WASH
An uneasiness all too familiar to working Americans spread 

through Appliance Park, GE’s 40-year-old, 1,500-acre 

appliance manufacturing facility in the fall of 1992. The 

Louisville, Kentucky, plant was losing $45 million a year, 

and the company was about to outsource the domestically 

built laundry line overseas to save costs. Workers knew 

that if the troubled washer and dryer business went, it was 

only a matter of time before refrigerators, ranges, and 
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microwaves went, too. And if that happened, 9,000 jobs 

could go.

 But GE’s own principles were at stake as well. What 

about number 1 or number 2? The appliance business 

was number 2 domestically, and there had been no 

serious push to sell internationally.

 And what about workout? If GE and its employees 

couldn’t solve problems at Appliance Park, what good 

were the three Ss—simplicity, speed, and self-confi dence—

the boundaryless company, and all that talk about stretch 

goals? Welch’s management catchwords could be reduced 

to “ideas du jour.”

 If GE gave up on large appliances without a serious 

effort to make them profi table, perhaps the critics were 

right, that GE had become simply a venture capital 

operation with no commitment to people or products.

 GE already had shocked the business world by 

swapping its small appliance business for a European 

medical imaging company. Aircaft engines, plastics, and 

high fi nance aside, GE’s own research showed that 

78 percent of the U.S. consumer image of the company 

was based on appliances.

 By closing Appliance Park, GE could have faced tangible 

losses as well. Appliances accounted for 10 percent of 

GE’s annual sales volume. True, the appliance business is 

tough. But could GE fi nd a place to put its capital to work 

where it had such a solid foothold and knew the risks?
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 GE workers knew Appliance Park was in trouble, and 

GE offi cials realized the only solution was to completely 

redesign the old GE washing machine. A fi nancially  losing 

proposition, the machine hadn’t been redesigned in a 

decade.  In fact, GE had been using the same manu-

f acturing platform for 35 years. A design team was given 

20 days to come up with an all-new washer.

 Knowing full well that Welch was not predisposed to 

saving the washer line, the team toiled from fall through 

Christmas. In the meantime, leaders of the International 

Union of Electronic, Electrical, Salaried, Machine, and 

Furniture Workers (IUE) negotiated concessions with GE 

offi cials. All GE’s Louisville employees met at an old park 

warehouse, working on ideas for greater effi ciency. Even 

Kentucky’s governor and lieutenant governor got behind 

the “Save the Park” effort.

 Less than four months after workers were presented 

with the problem, members of IUE Local 761 approved a 

new washer design and agreed to a 43-point program to 

make production more cost-effective. The new washer was 

the epitome of “lean engineering,” using 380 parts instead 

of 800. The washer was 60 pounds lighter and—with its 

controversial plastic basket—virtually rust-free.

 Appliance Park at Louisville became one of GE’s star 

performing divisions. In 1996, operating margins rose to 

11.8 percent of its $6.4 billion in sales, compared to an 

industry average of 5.7 percent.
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 In GE’s 1996 annual report, David M. Cote, then head 

of GE’s appliance business, told just how far the effort had 

gone. Cote said, “We . . . strengthened our export product 

offering with a new international line of home laundry 

equipment produced at Appliance Park in Louisville, 

Kentucky. This was the last phase of a $100 million 

laundry investment that has resulted in signifi cantly 

higher U.S. market share.”102

 GE’s victory in the highly competitive world of home 

appliances wasn’t a sweep. GE failed to edge Whirlpool 

washers out of Sears stores, and Whirlpool accused GE in 

Canada of stealing the design of its agitator, the center 

column that keeps the water and clothes moving during 

the wash cycle. But GE machines were selling well, 

and the washer wars are likely to continue.
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   Taking Stock 

       FAIL YOUR WAY TO SUCCESS 
 “I failed my way to success,” said Thomas Alva Edison, 
inventor of the lightbulb, and GE’s most famous fore-
bearer. Jack Welch survived a few failures himself, 
some trivial and some that traumatized the company. 
But, said Welch, like Edison, he learned. Early on, he 
blew up a small plant: 

   “It was a pilot plant, probably the size of this [confer-
ence] room. I was running a reaction in it and it just—
boom—got away and blew up. Our boss at the time 
was Charlie Reed, who is now 85 years old. This guy, 
he was the most gentle, thoughtful, caring person. 
So he asked me to come down and explain what hap-
pened, you know. I went down and explained it to him. 
He’s a Ph.D. chemical engineer from MIT, and Charlie 
Reed and I had this most wonderful conversation about 

193
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what happened and how it happened. He was like a 
father to me.”  1  

   In 1978, when Welch was sector head of the appliance 
group, he approved an idea for a revolutionary water-
less washing machine that used harmonic vibrations. 
Four years and nearly $20 million dollars later, GE had 
a washer the size of a titan missile booster (perhaps a 
slight exaggeration) that did everything except wash 
clothes. The concept fi nally was scrapped. Welch said 
sheepishly, 

“I was new to the business, the case was persuasive 
and well- documented, and I supported it. It’s not the 
only failure I’ve had.” 2  

 

Regarding GE’s dismal attempt to take the lead in fac-
tory automation:

  “We picked the right market, but we couldn’t have exe-
cuted [the strategy] much worse. I endorsed everything 
[the team] did wrong. Somehow or other, they got 
ahead of themselves in their execution. Until we auto-
mated our own dishwasher manufacturing, we really 
never knew what it was ourselves. We stumbled and fell 
and tried this and tried that, and then it fi nally worked. 
The automation business was folded into a joint  venture 
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with Fanuc of Japan and is doing extremely well, and 
programmable controls have turned out to be a real 
winner. It won’t be a multibillion-dollar business in 
1990 [as predicted], but it will be a billion-dollar one 
making $80 million to $120 million.”  3  

  
 About fi ve years into his tenure at GE, it became clear 
that Welch had failed to fully communicate his philoso-
phy to many employees. An unidentifi ed GE middle 
manager said: “Jack says, ‘Take a swing; if you miss, 
you’re okay.’ But when you sandwich that message 
together with the other signals in the system, it plays: 
‘Take a swing, miss, and you’re gone.’ People still feel 
the risks are not equal to the rewards.”  4  
  Welch eventually recognized that he had to do better:

  “I was intellectualizing the issues with a couple of hun-
dred people at the top of the company, but clearly I wasn’t 
reaching hundreds of thousands of other people.”  5  

  

 In 1984, Welch acknowledged the problem in the com-
pany publication,  Monogram :

  “I recognize that saying these things doesn’t make them 
happen. And I know that if I were out there, it would 
be terribly frustrating reading this but not feeling it 
in my business, in my everyday life. That’s why the 
 challenge to create this atmosphere is in all our hands. 
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No one is exempt from either creating it or demanding 
that it be created.”  6  

   Welch expanded the scope of his communication and 
fi nally reached many employees by simplifying the mes-
sage and doggedly repeating it at every opportunity. 

 One event helped Welch progress from his reputation as 
“Neutron Jack” to “Krypton Jack,” after the material that 
made Superman impenetrable. In 1979, GE positioned its 
Erie, Pennsylvania, locomotive manufacturing business 
for a much-talked-about revival of American train traffi c. 
After a $300 million investment by GE, the resurrection 
didn’t occur. However, Carl Schlemmer, who headed the 
locomotive division, gained fame for making a midstream 
correction. In 1987, Schlemmer cut $65 million from his 
budget, reversing out of a massive potential loss to make 
a $34 million profi t. In time, the world locomotive market 
revived and GE became the dominant manufacturer. 

   “The locomotives business is no different from things 
we’ve done in plastics and that we’ve done in other 
businesses. What we did there is time a market change 
wrong. We had, when we started that program, per-
haps a third of the world market in locomotives. We 
must now have 75 percent. Why? Because we built a 
modern factory to take on new technology, and we 
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were there at the wrong time. But it came two years 
later. And then we were there. Plastics—I never built a 
plastics plant right yet. It takes two years to build; it 
always comes on-stream as the economy has dipped a 
bit. I haven’t been right yet. We’re a big company. We 
can afford to make the investment. We can afford to be 
in there. And we can be wrong on market timing.”  7  

   Jack didn’t seem quite so quick and nimble following 
the 1986 purchase of Kidder Peabody. He admitted the 
attempt was a “classic case of hubris.” He’d had a series 
of excellent acquisitions and was on a roll:

  “Frankly, I was just full of myself. While internally I was 
still searching for the right ‘feel’ for the company, on 
the acquisition front, I thought I could make anything 
work. Soon, I realized I had taken one step too far.”  8  

   GE acquired an 80 percent interest in Kidder Peabody 
for $600 million in 1986. Wall Street suffered one of its 
periodic slumps, which had an impact on Kidder. But 
worse, Kidder was smacked with two smelly scandals. 
  Within months of GE’s acquisition of the company, 
Kidder found itself at the center of the Ivan Boesky 
insider-trading scheme. Kidder’s former merger chief, 
Martin A. Siegel (who left Kidder prior to GE’s  acquisition 
of it), pleaded guilty to selling confi dential information 
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to Boesky, which he in turn used to his advantage in the 
stock market. Both Siegel and Boesky served jail time. 

   “I never would have bought Kidder knowing Marty 
Siegel was a cheat.”  9  

   Next, Kidder took a $210 million charge against earn-
ings after bond trader Joe Jett allegedly fabricated $350 
million in phony profi ts. Jett made up bond trades to 
boost his own performance-based pay. As Welch put it, 
Jett operated

  “a phantom trading scheme, by a single employee, 
directed not against customers but against the fi rm 
itself.”  10  

   Before the episode was over, Welch was forced to fi re an 
old friend and long-time associate Michael A.   Carpenter, 
whom Welch had put in charge of Kidder shortly after 
the acquisition. GE eventually called it quits and swapped 
Kidder to Paine Webber for a 25 percent equity in that 
fi rm. As part of the deal, Kidder’s trading operations were 
liquidated. 

   “The Kidder story, and its $1.2 billion loss, is not a 
pleasant one; and it is tempting to simply relegate it to 
the past—but we can’t.”  11  

   In reporting to shareholders on the failure, Welch said the 
big problem was that Kidder wasn’t a market leader; 
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therefore, it could not withstand the combined pressures 
of the frauds and of weak trading markets:

  “This human toll reminds us, once again, that nothing 
we do is more important than staying competitive—
keeping that winning edge. Nothing.”  12  

   Though Welch talks calmly about the Kidder Peabody fi asco 
now, he was not calm at the time. Dennis D. Dammerman, 
senior vice president for fi nance, recalled Welch’s reaction: 
“He yelled, and I yelled, and people yelled back. Were any 
of us calm for the whole weekend? No. You would’ve 
thought we were weird if we had been.” 13  

 Welch expected GE to make other errors as it went along:

  “We’ve made zillions of mistakes, missteps. We made 
about every mistake there is to be made, I think. See, the 
luxury of being a big company is that you can go to bat 
often. There’s no sense being big if you don’t go to 
bat all the time; then you might as well be small. If 
you’re small, you’re faster. So you’ve got to use your size 
to keep taking swings. If you bat 75 percent, that’s a 
home run. But if you sit there and act like [you’re afraid], 
then the little companies do everything on you. They 
kill you. The idea of size is only a strength if you use it—
if you go to bat more often, take more swings. I believe 
that fi rmly. I think that’s a big deal.”  14  
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 “I don’t mind being wrong. The key is to win a lot more 
than you lose.”  15  

   

A sad episode was GE Capital’s $1 billion investment 
in Montgomery Ward & Co., a U.S. pioneer retailer. In 
the 1990s, Montgomery Ward began losing ground to 
low-priced competitors, including Target and Wal-Mart. 
In 1997, Wards fi led for Chapter  11  bankruptcy. By then 
it was a wholly owned subsidiary of GE Capital, which 
began restructuring and closing less-competitive stores. 
After a disappointing 2000 Christmas season, GE shut 
the company down. The subsequent closing sale was the 
largest retail bankruptcy liquidation in U.S. history. The 
story has an interesting twist though. Iowa-based Direct 
Marketing Services purchased the Montgomery Ward 
and Wards trademarks (but not Wards’ obligations and 
liabilities) and in 2004 opened an online retailer to sell 
the same products that were sold in the retail stores. The 
perky web site, which has the look and feel of old Wards 
stores, seems to be doing well. 

 In retrospect, Welch sometimes wished he’d been 
tougher sooner:

  “My biggest mistake was agonizing too much over 
 diffi cult decisions. I should have done it faster. But 
we’re all human. We don’t like to face up to some of 
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the unpleasant things; removing somebody is the most 
unpleasant thing you have to do in life. And I didn’t 
want to break this company. In hindsight, I was gener-
ally erring on the side of being afraid of breaking it. 
GE would be better off if I had acted faster.”  16  

     WELCH’S CRITICS 
 General Electric, under Welch, was targeted by several 
activist groups seeking social, environmental, and other 
reform. For example, in 1991, the Sisters of St. Francis 
in Philadelphia ordered their college, high school, and 
12 hospitals to boycott GE products. Additionally, the 
sisters’ pension funds divested all but a token amount 
of GE stock. 
  “We consider this a peace and justice issue,” said Sister 
Miriam Eileen Murray. The Sisters of St. Francis joined 
Infact, a Boston-based activist group, in protesting GE’s 
production of nuclear weapons. Infact also took its anti-
GE, antinuclear weapon campaign to the Catholic Health 
Association, where several other religious orders decided 
to boycott GE products until the company that claims to 
“bring good things to life” got out of the death and destruc-
tion business. 17  
  Infact claimed the boycott cost GE $30 million in 
 medical-equipment contracts—mostly to hospitals and 
medical services operated by religious organizations. 18  
A GE executive said GE never felt any impact from the 
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boycott. GE sold its aerospace business (the unit in ques-
tion) to Martin Marietta during the aerospace industry 
consolidation in the early 1990s. 

 GE also took heat for selling Lexan, one of its plastics, 
to a company called Tecnovar, which used the plastic as 
a component in land mines. Through a circuitous route, 
Tecnovar’s land mines made their way to Rwanda, 
where the ruling Hutu government used them in the 
massacre of 500,000 Tutsi tribesmen. Human Rights 
Watch asked companies that manufacture materials for 
land mines to take steps to make sure the material isn’t 
used for these randomly murderous devices. While 17 
companies that supply materials agreed to take such 
safeguards, GE did not. 19  

  NOTE : GE says it does not—and will not—sell plastics to 
land mine manufacturers. GE plastics may have made 
their way into land mines through a third-party or 
downstream distributor, a possibility that GE says is 
impossible to prevent. GE sold its plastics division to a 
Saudi Arabian company in 2007. 

 

Criticism of Welch’s management style may have 
prompted the “software,” or cultural, revolution at GE. 
 Tom Peters, the famed management consultant, worked 
with GE at one time. Insiders said Welch and Peters 
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became “mutually disillusioned” with one another. 
Peters once called Welch’s style “management by 
fear.” 
  Peters told the  Wall Street Journal  in 1988 that, under 
Welch, GE had indeed changed. Once “the most glori-
ous technology company of the century, GE has become 
a hodgepodge.” 20  
  Peters wrote in his 1982 book,  In Search of Excellence , 
“If Mad Jack hasn’t bought or sold one or two businesses 
in a day, it’s a crappy day for him. Welch belongs with 
the J.P. Morgans and other fi nancial wizards.” 21  Peters 
says GE is one of the few clients he ever quit. 
  In later years though, Peters began sounding like a 
Welch fan. In a 1994  Forbes  interview, he said: “The 
chairman is spouting ‘liberation,’ ‘small and beautiful,’ 
and something called ‘workout’ in the ’90s; but the ’80s 
was his decade. He turned his dogs into dog food (selling 
off the likes of Utah International) and coined (literally 
as well as fi guratively) his Boston Consulting-Group–
look-alike approach: All GE businesses would be 
number 1, or number 2, or number 3 in their industry, or 
out they’d go. Michael Porter didn’t like it. (And I wasn’t 
that keen on it either.) Except it worked. Good advice for 
the ’90s: Milk the cows, harvest the dogs, and worry not 
whether linguist supreme Bill Safi re pillories you for 
metaphorical mayhem.” 22  
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 Vincent Morelli, who was chief executive of GE-CGR, 
GE’s medical systems business in Europe, partially 
defended Welch against Peters’s charges: “Just because 
Welch is such an intelligent and fearsome character 
doesn’t mean it’s management by fear. But he does scare 
a lot of people—even good ones.” 23  

   “Loyalty here is 24 hours deep,” claimed an unidenti-
fi ed employee in 1987. “Welch has lost the dedication 
of a couple hundred thousand people. He’s done a 
remarkable job of changing the emphasis of the com-
pany. But is the price bigger than the company should 
be paying?”  24  

  

 Even after Welch began promoting a simpler approach to 
work, Mark Markovitz, an engineer at GE’s Schenectady 
facility, wrote in a 1989 letter to  Fortune : “Jack Welch 
berates GE managers and professionals who must work 
90 hours a week to get their jobs done. I know many of 
them. I am one of them. We are spending the time on cus-
tomer service, engineering, development, manufactur-
ing, cost reduction, quality control, and trouble-shooting 
problems because many of our colleagues were nuked by 
Welch. Is this bureaucratic work? 
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  “Jack Welch’s predecessors—Ralph Cordiner, Fred 
Borch, and Reginald Jones—nurtured the aircraft engine, 
gas turbine, and plastics businesses when they were 
small or money-losing operations. What chance of sur-
vival would they have had under Mr. Welch’s number 1 or 
number 2 test?”  25  

 Despite reforms later in Welch’s term, GE had room for 
improvement. “GE is too political, because all large organ-
izations are political; but it is less political than most corpo-
rations I’ve been associated with,” claimed Steve Kerr, then 
director of GE’s management training center at Crotonville. 
Kerr added that as Welch became more of an icon and as 
some of his contemporaries left GE to head other compa-
nies, there was a greater tendency to “agree with the boss. 
The Jimminy Crickets are gone. I would like to see more 
 people pushing back.” Kerr said though Welch was aware 
when someone was toadying, he often seemed to ignore it. 26  

 Jacques Robinson, a former GE vice president, said: 
“Jack’s ideal manager is strong, independent, a great 
leader, and will agree with him.”  27  

 After GE acquired RCA and its plum subsidiary NBC, 
Welch tried very hard to keep NBC president Grant 
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Tinker on the staff. Welch’s NBC, as it turned out, wasn’t 
Tinker’s cup of tea. Tinker said, “I look at Jack as two 
guys. He’s a good guy you can hang out with, a man’s 
man. The same guy walks into an offi ce and he’s a chess 
player. People aren’t people anymore.” 28  
  Tinker, like others, seemed to soften in later years. 
After an article appeared in  Fortune  magazine about GE’s 
success with NBC, Tinker wrote to Welch: “[The story is] 
a more public version of what I (and many others) 
have been saying about NBC for a couple of years. They’re 
simply too smart and too fast for the competition. I’d write 
a book about it, but then nobody read my fi rst one.” 29  

 When Ted Turner’s “mouth of the South” blasted Welch, 
it caused a media fl ap.  Vanity Fair  magazine reported 
(and several national newspapers repeated) that media 
mogul Ted Turner called Welch a “Hitler.” Turner sup-
posedly said this to Steve Brill when discussing details 
of the agreement under which Warner bought Brill’s 
 American Lawyer  magazine and Court TV. Brill wanted 
to buy back the assets with fi nancial backing from NBC. 
Turner refused, afraid that NBC would gain control of 
the magazine and the TV channel. “Welch is a Hitler, 
and they’re building nuclear bombs over there, and 
I’m not going to let them have it,” Turner allegedly 
spouted. Joyce Hergenhan, GE spokesperson, replied: 
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“GE doesn’t build nuclear bombs, and we have no com-
ment on what Mr. Turner may or may not have said.” 
Turner earlier apologized to Jewish community leaders 
for calling Rupert Murdoch a Hitler. 30  

  NOTE : GE does not make nuclear weapons. The company 
once built nuclear power plants and still provides services 
to operating facilities. GE also built nonnuclear compo-
nents for missiles on which nuclear weapons can be deliv-
ered, but that business was sold to Lockheed Martin. 

   THE GERMAN POINT OF VIEW 
 In a 1997 article entitled “The Brutal Manager,” the 
German magazine  Der Speigel  gave Welch a grilling. 
The following translation is just a sample of the three 
dozen questions  Der Speigel  posed to Welch: 31  

 S PEIGEL : You are seen as the man who nuked factory 
buildings. Does that bother you? 

 W ELCH : That’s a bit over the top. We went through a 
diffi cult time, that’s true. But we had to get through it. 
We had to sell businesses and make people redundant. 
That was painful for everyone and the worst part of 
my job. But we gave the people decent compensation 
packages. We didn’t throw anyone onto the streets 
just like that. 
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S PEIGEL : As the number of employees was halved, 
the share price increased almost twentyfold. Were the 
wallets of the shareholders more important to you 
than the families of your former employees? 

 W ELCH : No. When we started restructuring General 
Electric, it was easy for everyone to fi nd a new job. If 
we had waited, it would have been worse for every-
one. In a global economy, you cannot manage a com-
pany in a paternalistic way just because it feels better. 
If you don’t sort things out, in good time they will even-
tually explode in your face. Then you have to become 
brutal and cruel. 

 S PEIGEL : You can hardly talk of unbridled joy amongst 
your workforce. You are notorious for your stretch 
goals, which you use to set your employees almost 
impossible targets. 

 W ELCH : If you want to instill enthusiasm for an idea in 
240,000 people, you can’t be soft and gentle. To some 
extent, you have to be an extremist. Naturally, we 
sometimes fail to reach our targets. But at least our 
people try their very best. They put in a tremendous 
amount of effort and give everything they have to offer. 
And they know that they will be rewarded; for exam-
ple, with share options. In our company, people go 
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after their dreams. They don’t achieve that if they are 
set unchallenging budget targets. 

 S PEIGEL : You have the most valuable company in the 
world, your profi t margins are admired by the entire 
industry, and yet you will not rest. Does growth 
have no limits for you? 

 W ELCH : No, no, no. As early as the eighties, people used 
to say to me again and again that I fi nally had squeezed 
the lemon dry. Look at where we are today: My people 
grow with their responsibilities; Jack Welch grows 
every day; the whole company is growing because we 
have such a productive atmosphere. There are no lim-
its to productivity; we will never run out of ideas. 

 S PEIGEL : In your company, an average worker would 
have to work more than a thousand years to earn the 
same amount of money [as Welch does]. Is that fair? 

 W ELCH : We don’t go out into the streets and force peo-
ple into our factories at gunpoint. Everyone who works 
for us is here because he wants to earn money and 
develop himself intellectually. The wages I pay are 
adequate, and the atmosphere here is so exciting that 
they all want to stay. So where’s the problem? 
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   BEING A GOOD CITIZEN 
   Welch points out that government obviously is an impor-
tant part of society; however:

“Successful companies are the engine of a healthy soci-
ety and nothing short of the foundation of a free and 
democratic world. While government is a key part of 
society and vital to all of us, it makes no money on its 
own. All the necessary things it provides—from the jus-
tice system to welfare and hospitals—come from some 
form of tax revenue paid by companies and their 
employees. Government is the support for the engine. It 
is not the engine. 32  

   Healthy corporations, said Welch, can be better citizens 
than weak ones:

  “Healthy businesses pay taxes. Healthy businesses cre-
ate increased employment. Healthy businesses create 
an ambience that’s much more attractive than the inse-
curities and tensions associated with weak businesses. 
So I believe it is my responsibility to bring together, 
and nurture, growing businesses that are healthy and 
to get more businesses into that category while mini-
mizing the businesses that are in trouble.”  33  

  

 For part of the 1980s, GE paid little or nothing in federal 
taxes. The company took large write-offs allowed under 
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the provisions for federal investment tax credit. In a 
1986 speech, Welch defended GE’s tax-free status and 
protested the end of the investment tax credit by the 
federal government:

  “Since Mr. Reagan’s tax plan went into effect in 1981, 
with its provisions for investment tax credit and accel-
erated cost recovery, General Electric and its fi nance 
subsidiary have invested $18 billion in their own 
plants and in the factories, utilities, airlines, and rail-
roads of America, creating or preserving at least 
250,000 jobs. 

 “In addition to those jobs, that tax policy allowed GE 
to modernize and automate its factories to become more 
competitive in world markets. That competitiveness 
allowed us to swim upstream against the import fl ood 
and achieve a $2.6 billion trade surplus last year alone. 

 “Tax incentives to invest . . . and compete . . . and 
win . . . work. They worked for my company and for 
America.”  34  

 “I have heard it said that federal tax policy should not 
be used to affect industrial policy. My question is, why 
not? We allow deductions to encourage charitable con-
tributions, furthering social objectives. Churches are 
aided by tax laws, as is housing . . . and a hundred 
other worthy causes.”  35  
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    NOTE : When investment tax credits were eliminated, GE 
began paying federal taxes again. GE paid $907 million 
in U.S. federal income taxes in 2006. This represents a 
17 percent tax rate. Even though GE is now paying taxes, 
the company has a reputation for aggressively lobbying 
to clip back on what it pays. “No company spends more 
on lobbying than GE, according to  PoliticalMoneyLine
.com —$7.54 million last year (2003) alone. Its political 
action committee, through which it donates to congres-
sional candidates, ranks in total donations among the 
top 10 of all companies this year [2004].”  36  

 

Welch said that business and government are partners 
in creating a functional, prosperous society:

  “The prime minister of Malaysia meets with business 
leaders all the time. Mahathir Mohamad is his name. 
He said to me, ‘Look, I own 40 percent of you. You are 
my employees. Your success is critical to my programs. 
If I am going to build roads and build education, I need 
you to be successful because I get 40 percent of your reve-
nues in taxes. I’m your biggest shareowner.’ That philos-
ophy is so powerful. He said, ‘With your success, I can 
educate Malays, I can build roads. I can implement the 
vision of 20/20,’ which is his vision of what Malaysia 
will be—every person educated. He sends thousands 
[of students] out to the rest of the world to go to college. 
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 They have to come back within fi ve years, [to get the] 
free college. This guy has got it down. He understands, 
 business isn’t the enemy, business is the partner . The 
successful business makes Malaysia win, because he’s 
the largest shareowner. I always thought that philoso-
phy was the clearest articulation of the role of govern-
ment in business that I ever saw. Our largest shareowner 
by far is the U.S. government. They get billions in tax 
revenue from us, and that’s their dividend. They get 
more dividends than we pay out to all of our share-
owners combined. I’m not criticizing anyone with that. 
I’m saying how positive that is. When you look at the 
success of Malaysia, Malaysia is looking more like 
 Singapore every day—fantastic growth in GDP, no 
infl ation. So the model is working.”  37  

  

 General Electric has been vilifi ed for damaging the envi-
ronment, an accusation that Welch insisted is unfair. 
Nevertheless, in 1985, the River Cafe and the Water Club 
restaurants in New York posted signs saying GE’s top 
executives were not welcome there, due to “General 
Electric’s fl agrant, pernicious, and continuing pollution 
of the Hudson River spawning grounds of the striped 
bass.” A GE plant in Hudson Falls, New York, once rou-
tinely and legally discharged toxic PCBs (polychlorin-
ated biphenyls) into the Hudson River. The practice 

c09.indd   213c09.indd   213 9/25/07   11:44:02 AM9/25/07   11:44:02 AM



214 JACK WELCH SPEAKS

ended in 1977 when it became known that PCBs were 
harmful to fi sh and other living organisms. The PCBs, 
however, are still in the river; and some environmental-
ists want them dredged out. While recent environmental 
efforts have brought a large number of fi sh back to the 
Hudson, the striped bass are still inedible. 38  

 

But, claimed Welch, GE was innocent:

  “There’s no question that nobody who polluted in the 
’50s and ’60s knew a thing about the fact that they 
were polluting. I was a Ph.D. chemical engineer from 
a great school. I came to Pittsfi eld, Massachusetts, and 
 bathed  in Phenol in those days. We never had one 
course from ’57 to ’60 dealing with the environment. It 
wasn’t part of the chemicals we did. We worked in it, 
we bathed in it. We did things. I can see trucks driving 
out of my plant now with waste chemicals that I sold 
to a waste company. I don’t know where the hell they 
went. Now we say how bad they were, those polluters. 
It was not mean.”  39  

    NOTE : GE also had a pollution problem on the Housatonic 
River in Massachusetts. In 1998, GE reached an agree-
ment with the Environmental Protection Agency (EPA) 
to clean up the Housatonic at a cost of $200 million. After 
25 years and millions of dollars spent in resistance, in 
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2002, the EPA ordered GE to restore a 40-mile stretch of 
the Hudson River at an estimated cost of $500 million. 
The Hudson work is yet to be completed. 

 A lesson was learned from the mistakes of the 1950s 
and 1960s, Welch said:

  “[W]hen you go into a country and the [environmental] 
laws aren’t there, you’ve just got to know that the laws 
are going to be there, because it’s the right thing to do. 
Today, our awareness must be translated globally. We 
can’t go into Mexico unless we put in good water sys-
tems, treatment centers, all those things. Even though 
their laws aren’t there, 20 years from now the laws 
will be there. And it’s the right thing to do.”  40  

  

 Long before politicians took it up as a rallying cry, GE 
workers were encouraged to volunteer to make their 
communities better places to live. In 1990, GE was given 
Harvard’s George S. Dively Award for Leadership in 
Corporate Public Initiative. 
  Welch often praised GE volunteers, especially those 
who helped raise education standards in the communi-
ties in which they live and work:

  “American business did not cause what’s happening in 
our inner cities and rural schools—this waste of so 
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many young minds. World economic forces, technol-
ogy, and demographic factors are at its root; but we 
will be accessories if we do nothing to change things. 
None of us can escape the social costs and pressures 
this waste is generating.”  41  

   Welch received a letter describing a high school gradua-
tion ceremony in Burkville, Alabama, one of the poorest 
rural areas in the country and home to a GE plastics plant. 
Many graduating seniors received GE scholarships:

  “The woman who wrote the letter described the scene 
as dozens of GE scholars, poor kids who never would 
have had a chance to attend college, marched up the 
aisle to receive their scholarships. The cheers, tears, 
joy, and hope she described made for as moving a 
scene as you could imagine.”  42  

  

 Welch takes special pride in the transition of a GE fra-
ternal organization, Elfun, which took place under his 
watch.  Elfun  is short for “Electrical Funds,” a mutual 
fund in which its members could invest. Membership in 
Elfun was considered a rite of passage into GE manage-
ment. However, the group didn’t do much except hold 
dinners where people went to rub elbows with those 
higher up in the organization. Welch didn’t care much 
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for the society or its goals. He said so when he was asked 
to speak at a gathering of local leaders from around the 
United States:

  “I can’t fi nd any value in what you’re doing. You’re a 
hierarchical society and political club. I’m not going 
to tell you what you should do or be. It’s your job to 
fi gure out a role that makes sense for you and GE.”  43  

   There was an astonished silence in the audience; but a 
month later, the Elfun president met with Welch to out-
line his vision that Elfun be transformed into a cadre of 
GE community volunteers. 

   “One of the fi rst high schools they tackled was in 
 Cincinnati, Ohio, the home of our aircraft engines busi-
ness. This particular school was sending three students 
a year to college out of a graduating class of 305—1 per-
cent—but it had a zealot named Jack Schroder as prin-
cipal, who is committed to improving things. With his 
support, over a hundred of our people—long-time 
employees, new hires, retirees—linked up with  students 
who wanted help and acted as mentors, advisers, help-
ing with problems, academic or otherwise. They were 
always a phone call away—and they cared. They 
were a window into a world these kids had never really 
experienced—a world of work, study, achievement, and 
success. They didn’t bat 1000, but one statistic tells the 
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story: The school that in 1985 sent 3 to college sent 73 
this year [1990]—from 1 in 100 to 1 in 4—and they are 
committed to 1 in 2 by 1994.”  44  

   One of the students who benefi ted was a Cincinnati girl 
whose parents opposed her going to college. 

   “Encouraged by her GE mentor, she is now in the fourth 
year of a fi ve-year architecture program at the Univer-
sity of Kentucky.”  45  

  

 In explaining GE’s commitment to volunteerism, espe-
cially in education, Welch said:

  “The global battles in virtually every manufacturing 
industry are now being won or lost on productivity, on 
speed, on responsiveness to change. The low-skilled, 
well-paid work of the postwar era has been designed 
out, automated, or is done in low-wage areas overseas. 
Companies can no longer hire people who cannot 
quickly add the type of value required by an ever-more-
demanding and competitive marketplace. 

 “This upward racheting of required entry skills, in 
combination with the awful pathologies of our inner-city 
and rural school systems, have moved the bottom rung 
of that American ladder so far beyond the grasp of many 
of our young people that they no longer even bother to 
reach. This is at a time when American industries, beset 
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by brutal competition and buffeted by change, need 
fresh, eager, creative young minds that are excited by 
change rather than frightened or paralyzed by it. How 
applicable the motto of the United Negro College Fund: 
‘A mind truly is a terrible thing to waste.’ We are wasting 
them by the millions.”  46  

  

 Welch loves volunteerism but dislikes government 
bureaucracy:

  “People say that now that the Soviet Union is out of busi-
ness, we have no more truly dangerous enemies. They’re 
wrong. The Soviets couldn’t beat us; but economically, 
the bureaucracy and bureaucrats still can.”  47  

  

 On the other hand:

  “It’s not enough to complain about bloat and fat in the 
federal budget when we have it in our own budgets . . . 
or to complain about government bureaucracy when 
we’re up to our ears in staff . . . or to demand incentives 
to invest and then fail to invest aggressively . . . or to 
approach Washington as a pack of clamoring special-
interest groups with little thought for a coherent policy 
that’s best for all.”  48  
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 What are Welch’s personal politics? Though he often 
praised Presidents Reagan and Bush while they were in 
offi ce, he seldom mentioned President Clinton publicly, 
though he did play golf and visit the Clinton White 
House. Welch describes his personal politics this way:

  “I’m to the right of center fi scally and to the left of center 
socially. I used to be left of center fi scally. When I fi rst got 
this job, I thought—with the exception of Reg Jones—
there were a bunch of raving right-wingers running this 
company. As you stay with the company a long time and 
deal with government, fi scally you move to the right. I 
hope I don’t sound as bad as they did, but I sound more 
like them 17 years later than I did when I started.”  49

   By “left of center” on social issues, Welch means:

  “[ I ]’m a big supporter of soft landings for employees. I 
do believe strongly that we’ve got to give people more 
equal opportunity. We’ve got to do everything we can 
to break down the barriers. I meet twice a year with 
the African-American forum. The women’s issue has 
taken care of itself—we used to have all these dinners 
and we had one recently. But, generally speaking, it’s 
an African-American issue in terms of movement, sup-
ply, opportunity. 

 “We just concluded our sixth labor contract [under 
my watch and 10 overall] without a blip. We do that 
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because we believe in fair treatment. We kept manage-
ment rights that we want, and yet we’re a wealthy 
company enough to pay; and if they’re wounded [by 
layoffs], if anyone has got 30 years service and 
impacted, they get benefi ts. We like our labor force. We 
don’t have these contentious relations. We’re all part-
ners in the same game.”  50  

     WORK/LIFE BALANCE 
   “No one—myself included—would ever call me an 
authority on work/life balance. For 41 years, my oper-
ating principle was work hard, play hard, and spend 
time as a father.”  51  

 Welch says his children were raised mostly by their 
mother alone. He worked Monday through Saturday 
and then played golf. It never dawned on him that those 
under him wouldn’t want to do the same. 

 “I never once asked anyone, ‘Is there someplace you 
would rather be—or need to be—for your family or 
favorite hobby or whatever?’”  52  

 

“Saying no is incredibly liberating. Try it on anything 
and everything that is not part of your deliberately 
chosen work/life balance.”  53  
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     HOW MUCH IS LEADERSHIP WORTH? 
 At GE’s 1997 annual meeting, Teamsters union pension 
fund managers proposed that in the future, Jack Welch’s 
salary be capped at $1 million per year unless put to a 
shareholders’ vote. In 1996, Welch received $6.3 million 
in salary, $15.1 million from a long-term incentive pro-
gram, and $6.2 million by exercising options on GE 
stock, for a total pay package of $28.2 million. Addition-
ally, Welch was paid almost $600,000 in benefi ts, such 
as life insurance. His wage, complained the unions, was 
148 times that paid to the average GE worker. 
   Business Week  estimated that Welch also held another 
$107 million in unexercised stock options. Welch told 
shareholders:

  “The issue is the competitive marketplace. The market 
is willing to pay at a certain level.” 

The proposal restricting Welch’s pay failed with only 
9 percent of shareholders voting in favor of it. 54  

  

 A year earlier Welch, the 15th-highest-paid CEO in the 
United States, explained his situation to a Japanese 
business magazine:

  “We CEOs also live in a market economy. A company 
can trade a capable CEO for $20 million, just like with 

c09.indd   222c09.indd   222 9/25/07   11:44:04 AM9/25/07   11:44:04 AM



Taking Stock 223

a professional baseball player. A new word called a 
‘CEO market’ has arrived in the United States”  55  

  

 Andrew Bary, “The Trader” columnist for  Barron’s , said 
that Welch earned his pay: “Welch has come under fi re 
for his compensation, which last year totaled $21 million; 
but under his leadership, GE has created more wealth for 
shareholders than any other company in America.”  56  
  Allan Sloan,  Newsweek  business columnist, saw it dif-
ferently. In writing about executive salaries, Welch’s 
included, Sloan said: “To Wall Street, these guys are 
gods who can’t be overpaid. To Main Street, though, this 
isn’t pay for performance; it’s just plain piggery.”  57  

 To continue its battle against excessive executive pay 
packages, the AFL-CIO launched a World Wide Web site 
( www.ctsg.com/ceopay ) to keep both workers and inves-
tors informed.   

      WHAT MADE JACK WELCH A SUCCESS? 
  Jack Welch was the personifi cation of the three E’s he 

drilled into other GE managers: They must have  Energy , 

they must  Energize  others, and they must be able to 

 Execute  their plans. These qualities and abilities have 
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been keys to his success. But Welch also knows that self-

confi dence, making himself stand apart and above his 

competitors, and plain dumb luck went into his success 

formula. 

     Self-Confi dence:  From an early age, Welch learned to 

trust himself, trust his own instincts. He didn’t spend 

much time second-guessing himself or looking back. 

However, he warns:

  “There is a fi ne line between arrogance and self-

confi dence. Legitimate self-confi dence is a winner. The 

true test of self-confi dence is the courage to be open—to 

welcome change and new ideas regardless of their 

sources.”  58  

      Differentiation:  From the beginning of his career, Welch 

strove to fi nd ways to set himself apart and above his 

competitors:

  “In manufacturing, we try to stamp out variance (all 

product should be identical). With people, variance is 

everything.”  59  

      Luck:  Welch attributes his luck to a beat-up leather attaché 

case he’s carried ever since he won it in an Atlanta golf 

tournament in 1977. His lucky attaché case wasn’t the 

best looking accessory, but he clung to it because:

    “I just never want to push my luck.”  60           
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   The Rocky 
Road to Retirement 

       THE RACE FOR JACK’S JOB 
 Two years after having quintuple-bypass heart surgery, 
Welch said:

  “[ T]he doctors tell me I’ve never been better. I exercise 
every morning, I do three miles on a very steep tread-
mill at a good pace. I play 36 holes of golf, and I play 
comfortably. I walk the whole way. I’d say I have more 
energy than I had 10 years ago.”  1  

   Welch traveled extensively and maintained a demanding 
work schedule. Nevertheless, at the end of the year 2000, 
he was scheduled to retire from GE. Welch deftly defl ected 
questions about his succession plans. When asked 
what he was thinking about for the future: “I’m thinking 
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about Six Sigma,” he fl ashed back, in reference to GE’s 
all-encompassing quality-improvement program. 
  When Welch was hospitalized with heart trouble, 
succession at GE became an issue. Welch fi rst under-
went angioplasty; and while recuperating, he sent a 
memo to two dozen top executives. According to  For-
tune : “He pointed out that the day after news of his heart 
problem hit Wall Street, GE stock climbed nearly a  dollar. 
While the run-up was convincing evidence of investors’ 
confi dence in GE’s management team, Welch told offi -
cers he had no intention of pulling a stunt like that again 
just to prove them right.” 2  
  Ten days later, Welch underwent quintuple-bypass 
surgery, and the stock held steady; but newspapers 
screamed that a crisis was at hand, since there was 
no apparent successor to Welch. That was far from 
the truth. In an interview with the French magazine 
 L’Expansion , Welch painted the real picture:

  “It’s like an obsession. I’m always talking about it with 
Paolo Fresco [the vice chairman], even when we go 
out for a drink: What’s so-and-so like; can he take a 
balanced view of things; or to what extent does he 
bring in new ideas? It’s on my mind constantly, and 
fi nding the right person is the most important thing I 
can do for my group at the moment.”  3  

   In another interview, Welch said:
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    “Directors probe the managers’ strengths and weak-
nesses, contribute suggestions for their development, 
and debate future assignments. Should the day come 
to open the envelope, the board will be prepared to 
make a considered decision, rather than rubber-stamp 
an insider’s recommendation.” 4  

   Because of his high energy, his passion for GE, and the 
way he dodged the issue, there was widespread specu-
lation that Welch would fi nd it diffi cult to retire. He may 
have avoided the topic of his succession because he 
didn’t want people to focus on it the way they did when 
he was in the running for CEO. Back then, the process 
was grueling and stressful; and it diverted attention 
from the ongoing operation of the company. 
 Welch said he intended to choose a successor less 
stressfully:

   “I hope so. But you know, the process ended up, for bet-
ter or worse, okay. We lost talent, but I think you’d lose 
talent if you did it nicely because these people are just 
too strong. I’m going to try to do it differently; I’m not 
going to have it quite as glaringly a race. And so far—
knock on wood—we don’t see any signs of it affecting 
teamwork. Things got to a point the last time of becom-
ing very political . . . with each other. Not with Reg 
[Reginald Jones, Welch’s predecessor]. Reg handled it 
beautifully. The people were all just siding with each 
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other; camps were being formed in the company. Pray 
to God that doesn’t happen.”  5  

   Welch made it clear to the contenders that if there was 
any throat cutting, it would be the person’s own throat 
that got cut, said insiders. Yet, the tongue wagging and 
speculation began. In the summer of 1997, a half-dozen 
top GE offi cials were shuffl ed from one job to another, 
apparently to give them more experience and allow 
them to be evaluated in new ways. A  Forbes  article 
eliminated any GE executive over the age of 51 as a 
candidate, since it is traditional for a GE CEO to spend 
12 to 15 years in the corner offi ce, with a view of the 
woods surrounding GE headquarters. 

   “A GE chief executive doesn’t have to serve 15 to 20 
years; but I think you need to serve 10 years, otherwise 
you get these insane moves. I’ve seen some companies 
like that. During my time as CEO, there have been fi ve 
CEOs in some places; six in some places. You show up 
at meetings, and there’s another one there. When the 
people are only there a couple of years, everybody’s try-
ing to do something, make their stamp quickly. And so 
I think you should live with your errors, work on them. 
Business is a series of processes; they’re not perfect.”  6  

   Considering the amount of time and money GE spends 
grooming executives, a candidate clearly would be 
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HOW THE CONTENDERS HAVE DONE
When Welch knew who the three fi nalists for his job were, 

he called them with a message: If they were not chosen 

for GE’s new CEO, they would have to resign immediately. 

“[A]re you telling me that I’m either up or out?” asked 

one.”8 That was exactly what Welch meant.

 Within hours after hearing he’d been passed over for 

Welch’s job, Bob Nardelli accepted a position as CEO of 

Home Depot. Nardelli joined the company during a 

housing boom, and sales and profi ts went through the 

 chosen from inside the company. The front list included 
David Calhoun, 40, CEO of GE Lighting; David Cote, 44, 
CEO of Appliances; Jeffrey Immelt, 41, CEO of Medical 
Systems; James McNerney, 47, CEO of GE Aircraft 
Engine; Robert Nardelli, 49, CEO of Power Systems; 
Gary Reiner, 42, senior vice president, chief information 
offi cer, GE; and James Rogers, 48, CEO of, Industrial 
Control.   Ultimately, Jeff Immelt, Jim McNerney, and Bob 
Nardelli were the contenders. Technically, the board of 
directors chooses a company’s chief executive; but 
according to GE tradition, the chairman recommends 
his replacement and the board invariably concurs.   

   “The day I go home, I’ll disappear from the place; and 
the person who comes in will do it their way.”  7  
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     THE HONEYWELL HUSTLE 
 But wait—fate interfered, and Jack did not leave on sched-
ule. What happened came as a surprise to everyone. 
  Welch was on the fl oor of the New York Stock 
Exchange on October 19, 2000, helping an old business 
friend publicize the listing of his company on the 
exchange. A CNBC reported, Bob Pisani, stuck a micro-
phone in Welch’s face and asked what he thought of a 
breaking report that United Technologies might buy 
Honeywell. Welch managed a little repartee, but:

roof. Then came a housing slowdown and eroding 

fi nancials. Investors wanted Nardelli’s $38.1 a million 

yearly compensation and his $210 million retirement 

package tied to performance, but Nardelli stubbornly 

refused to make signifi cant concessions. Business Week 

noted that Nardelli’s management style was marked by 

“callousness and heavy-handedness.” He resigned under 

pressure from Home Depot in 2007.9

 Within 10 days after losing out to Jeff Immelt, 

McNerney was named head of 3M Corp. He since has 

gone on to head Boeing, one of GE’s biggest customers in 

the aircraft engine business. According to various news 

reports, McNerney is respectful and nurturing to his 

employees.

c10.indd   230c10.indd   230 9/25/07   11:44:28 AM9/25/07   11:44:28 AM



The Rocky Road to Retirement 231

  “Fact is, I damn near fell on the fl oor. I looked up at 
the ticker and saw that Honeywell’s stock was up 
nearly $10 a share. The news from Bob Pisani came as 
a complete surprise—and it really grabbed me.” 10  

   Welch went back to the offi ce, started making telephone 
calls, and that very afternoon got the ball in action on 
one of the strangest events in GE history. Questions 
have shrouded the deal every since. Had Welch, less 
than six months from retirement, found a plausible 
excuse for delaying his departure from GE? There had 
always been speculation that he would have diffi culty 
leaving, even though he knew it was the best thing for 
GE. Had he suddenly spotted the vehicle he believed 
would take him out on a blaze of glory? Or was it such a 
magnifi cent deal that he would be doing GE a disser-
vice if he passed it up? Welch sees it as the last of these 
scenarios. 
  In February 2000, GE had studied the possibility of a 
merger with Honeywell. They found the two companies 
to be a good fi t in three areas: aircraft engines, indus-
trial systems, and plastics. However, Honeywell shares 
were trading in the $50-to-$60 range, and GE’s analysts 
thought it was too pricey. 
  But circumstances had changed. Larry Bossidy 
(a former GE manager) had stepped down as Honeywell’s 
CEO. The company didn’t make its earnings estimates, 
and shares had plummeted to $36. This meant that 
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 Honeywell’s market value had declined from $50 billion 
to $35 billion in just eight months. Welch called a few GE 
executives; and they all, especially those who hoped to 
replace him, agreed it was a great opportunity. 
  Honeywell’s CEO Michael Bonsignore literally was in 
the boardroom with his United Technology counterparts 
hammering out terms; but Welch had two advantages:

  “[T ]he terms of the UT acquisition had been leaked. We 
knew what we were up against.”  11  

 “Luckily, my executive assistant, Rosanne Badowski, 
knew Mike’s assistant, who had been Larry Bossidy’s 
backup administrative assistant. Ro called [ Mike’s 
assistant] and convinced her it was urgent. She relayed 
my message that I would put out a press release imme-
diately making an offer for Honeywell if she didn’t 
break into the meeting.”  12  

   The $44 billion attempted acquisition would have made 
history, increasing GE’s size by nearly 30 percent. The deal 
would have given GE an additional $25 billion in revenues 
and 120,000 employees. If they had combined, GE and 
Honeywell would possess a near monopoly in small jet 
engines, large regional jet engines, and leasing services. 
  Welch and his team battled mightily to win Honeywell, 
shuttling back and forth between Europe and the United 
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States, holding endless strategy meetings and dreaming 
of the new, massively bigger GE. But it was to no avail. 
  Both the U.S.–based United Technologies and British 
Rolls Royce urged regulators to require divestitures 
before the merger could move forward. United States 
antitrust offi cials approved the deal in May 2001; but as 
many analysts expected, the European Commission 
(EC) would not buy in, despite Welch’s personal appeal 
to the commissioners and heavy lobbying by President 
George W. Bush and his administration. 
  The EC did not specifi cally deny the merger; it sim-
ply insisted that GE and Honeywell divest signifi cant 
assets before operating in Europe. The divestitures 
were such that the deal was no longer attractive to GE. 
It was the fi rst time a proposed merger between two 
U.S. companies had been quashed solely by European 
regulators. Welch was clearly disgusted and bitter:

  “This shows you’re never too old to get surprised. The 
European regulators’ demands exceeded anything I or 
our European advisers imagined and differed sharply 
from antitrust counterparts in the U.S. and Canada.”  13  

   The Honeywell acquisition was an early sign of strain 
on the Welches’ marriage. When Welch told the board 
he would stay on the job for another year to see the deal 
through, he hadn’t consulted with Jane, who already 
had their retirement plans underway: 14 
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  “We had began designing a new, smaller house in Fair-
fi eld; and only a week earlier, I had signed the lease for 
an offi ce in Shelton, Connecticut. We also were plan-
ning a 10-day vacation in Capri, Italy, for June.”  15  

     HONEYWELL AFTER  GE  
 Although GE spent undetermined millions pushing the 
merger through, it remained a healthy company in 
the end. Honeywell, which was already facing diffi cul-
ties, was deprived of its opportunity for a more compati-
ble merger with United Technologies. Company offi cials 
also said their bottom line suffered because Honeywell 
delayed ridding itself of underperforming businesses 
that it had been planning to ditch. Honeywell found no 
other merger partner and continues as an independent 
company. 
  Ironically, while GE did not get Honeywell, Honey-
well got a piece of GE. David Cote, a popular contender 
for Welch’s job, now is Honeywell’s chief executive 
offi cer. 

    GE  AFTER JACK 
 Despite Welch’s charismatic leadership, Steve Kerr pre-
dicted: “The company will do well after Welch because 
the company has always done well.” 16  
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  In the end, Welch’s legacy will be the business. He 
hoped to leave behind “a company that’s able to change at 
least as fast as the world is changing and people whose 
real income is secure because they’re winning and 
whose psychic income is rising because every person is 
participating.” 17  
  When Jeff Immelt took over from Jack Welch as the 
head of General Electric, there was no doubt that 
he faced a challenge. But Immelt felt he was up to it. 
“I’m decisive. I’m accountable. I have good discipline. I 
believe in people; I know the difference between a 
good [person] and a bad one. A big job is how you pick 
people. I love change. I love trying new things. I really 
bring to the job a complete growth headset.” 18  
  Within a week after succeeding Welch, Immelt had 
the opportunity to prove his mettle. On September 11, 
terrorists attacked the Pentagon and the World Trade 
Center. GE lost two employees at ground zero, two air-
lines to which GE supplied aircraft engines fi led for 
bankruptcy, and 9/11 cost GE’s insurance business $600 
million. In Immelt’s fi rst year, GE’s earnings growth fell 
below 10 percent for the fi rst time in a decade, and the 
stock price suffered. 
  Immelt continued to move forward, putting his own 
imprint on the company. He has bought and sold units as 
he shifts away from mature businesses into the high-
growth arena, such as health care and entertainment. 
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In 2003, GE purchased Vivendi Universal Entertainment, 
owner of assets including Universal Pictures movie 
 studio, TV channels, and a string of amusement parks in 
the United States, Japan, and Spain, for $14 billion. 
  Even as he repositions GE, Immelt emphasizes growth 
from within rather than acquisitions and  willingly 
works toward a greener GE. Immelt sees protecting the 
environment as good business. He pledged to double 
revenue from environmentally conscious technology 
from $10 billion in 2004 to $20 billion by 2010. “In its 
essence, it’s a way to sell more products and services,’’ 
he explained. 19  
  While profi ts are good and have gotten better, they 
have not consistently met the 13 percent to 15 percent 
annual increases investors came to expect under Welch. 
The company’s share price has remained fairly fl at. Yet 
Immelt is slowly turning battleship GE in a direction 
that seems more compatible with the economic needs 
of the twenty-fi rst century.  Barron’s  and other business 
publications call Immelt one of the world’s best CEOs.   
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         The Reinvention 
of  Jack Welch 

       FALLING IN LOVE 
   “I sometimes fell in love too fast. But if the ideas weren’t 
working, I could fall out of love just as fast.” 1  

   Jack Welch was talking about company acquisitions 
when he made this comment, but the words may apply 
equally well to his personal life. The Suzy Wetlaufer 
story began October 11, 2001, when Suzy, editor of the 
 Harvard Business Review , met with recently retired 
Welch to do an interview for an article. Said Jack:

  “It was the most spectacular, fun interview. We’re one of 
the few couples in the world who have a tape recording 
of our fi rst meeting, of our fi rst ‘Hi, how are you?’ We 
sat in Nantucket two summers ago, and we played it.”  2  
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   Suzy agreed that when they replayed the tape, the elec-
tricity between them was obvious. That, no doubt, is the 
reason the special date is engraved on her wedding band. 
  Suzy wrote the  Harvard Business Review  (HBR) arti-
cle, submitted it, and then went to New York for a photo 
shoot with Welch. That day, they met at the 21 Club for 
lunch—a very long lunch—and then again for dinner. 
  Clearly, the stars were in proper alignment for 
romance. Suzy was just a year away from her divorce; 
and Jack had retired a month earlier from GE, follow-
ing the disappointment of the failed Honeywell merger. 
From information that came out later in his divorce, 
things were not going well in his marriage to Jane. The 
romance with Suzy went very fast. Suzy told Charlie 
Rose that she knew right away that Jack, two dozen 
years her senior, was right for her: “It was like I’d met 
this person I’d been waiting for my whole life.” 3  
  The relationship may have been clandestine at fi rst, 
but it wasn’t a secret for long. Jack’s wife, Jane Welch, 
apparently overheard the two talking on the phone; and 
when she checked his Blackberry, she discovered an 
intimate e-mail exchange between Jack and Suzy, her 
fi rst clue that there was another woman in his life. She 
called Suzy at work the day after Christmas 2001 and 
questioned her about the ethics of publishing a story 
about the man with whom a journalist is having an 
affair. Would that not color the writer’s objectivity? The 
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next day Suzy told her superiors about the relationship 
and withdrew the story. 

   BACK AT HARVARD BUSINESS REVIEW: 
A MORAL DILEMMA 
 Suzy cancelled the story but did not resign her $277,000-
a-year position as editor. Suzy soon became an “editor 
at large”; but the confl ict was escalating, and she was 
asked not to come to the offi ce. By March, the relation-
ship was splashed everywhere from  the Wall Street 
 Journal  to  the Daily News . 
  The situation soon moved to crisis level for  HBR , one 
of the most respected business publications in the world. 
Staffers were outraged that by becoming romantically 
involved with the subject of a story and not revealing the 
fact until forced to do so, Suzy fl ew in the face of journal-
ism ethics. The breach was unacceptable to them; two 
senior editors submitted their resignations in protest. 
  The confl ict was complicated by the fact that  HBR  
ultimately was under the control of Harvard Business 
School’s then dean James Cash, whom Welch had 
appointed to GE’s board of directors. Cash has since 
retired from Harvard but remains on the GE board. 
Also, Steve Kerr, who was GE’s chief learning offi cer 
under Welch, is a member of the board of directors of 
Harvard Business School Publishing. 
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  Suzy’s sister and best friend, Della Cushing, seemed 
particularly unconcerned about her sister’s integrity. 
“She fell in love. What’s the big deal?” Della asked. 
“Everything they [the  HBR  staff ] used to love her for, 
now they hate her for. I think she should start a new 
magazine called  Jack .” 4  
  Jack encouraged Suzy to hang in and keep going to 
work, insisting that the staff  ’s anger would blow over. 
He felt that based on her excellent job appraisals, she 
would be given a second chance. The editor in chief 
seemed inclined to forgive the breach, but the staff 
wouldn’t have it. Finally, Jack hired a Boston lawyer 
who’d worked for GE, Bob Popeo, to help Suzy negotiate 
a departure package. 
  Both Jack and Suzy expressed regret about not going 
public with their relationship sooner and more openly. 
They both say they wished she’d resigned immediately. 
  The worst part of the experience, said Suzy, was 
 trying to explain the situation to her children and not 
being able to protect them from aggressive photogra-
phers. And then there was “the disconnect of what you’d 
read about and what our day-to-day experience was,” 
said Suzy, “not that there weren’t dreadful times. But . . . 
 during that time, Jack and I were falling in love and 
building our new life together. There was great joy.” 5  
  Despite the trauma, Suzy had no doubts. She said she 
knew it was working; otherwise she wouldn’t have gone 
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through it. She never thought of ending the affair: “We 
were grown-ups, we weren’t kids, this wasn’t a crush. . . . 
These were two people whose lives were now changed,” 
said Suzy. “I should have quit the next day. That was my 
mistake.” 6  

   WHO IS SUZY? 
 Suzanne Rebekah Spring Wetlaufer is a “mega-achiever” 
with impeccable credentials. She was born in Portland, 
Oregon, as her architect father was moving around the 
country building his career. Her mother was a Ph.D. 
teacher and school administrator. The Spring children 
were well educated, thanks partly to a grandfather who 
made a fortune in real estate. Suzy attended the exclu-
sive New England Philips Exeter Academy and then 
studied journalism at Harvard. She played in the band, 
was captain of the squash team, and worked on the 
  Harvard Crimson . Fellow classmates described her as 
popular, even as a big shot with a “good eye for the cute 
guys.” 7  After stints as an intern at the  Washington Post , 
a reporter at the  Miami Herald  and Associated Press, 
and as a novelist, she went back to Harvard for an MBA. 
She became a writer at the  Harvard Business Review  
and, four years later, its editor. Said Jack:

  “She’s the smartest person I know. I told her that on 
our second date.”  8  
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    Suzy’s smart and also complicated. As she was 
building her career, she married and had four chil-
dren with Eric Wetlaufer, a money manager she fi rst 
met when they were students at Philips Exeter. Suzy 
taught  Sunday school and attended Bible study courses; 
but she also has a fl air for personal drama and a taste 
for French manicures, designer clothes, and pricey 
restaurants. Following her divorce from Wetlaufer in 
2000, there were stories of fl ings with a 24-year-old 
intern at  HBR  and with Ford Motor Company chief 
executive offi cer Jacques Nasser, whom she met dur-
ing an  HBR  interview. Nasser denies having an affair 
with Suzy. 
  One thing is for sure. Once she and Jack fell in love, 
Suzy threw her intellect and energy into becoming a 
close and involved partner in his post–GE identity and 
new life. 

   THE DIRTY DIVORCE 
 If Jack and Suzy’s timing was off, Jane Welch’s timing 
was superb. The prenuptial agreement she and Jack 
signed at the time of their marriage had expired in 1999, 
giving her deep access to his billion-dollar-plus fortune. 
  Jane may have hailed from little Pratt Station, 
 Alabama; but she had been a corporate lawyer. She 
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rejected Jack’s list of suggested divorce counsel. Instead, 
she hired  William Zabel, a lawyer in New York who 
had represented many celebrities, including fi nancier 
George Soros and novelist Michael Crichton. Angered 
and afraid that she would fi le in New York where 
laws were more to her advantage, Jack jumped ahead, 
 waiting at home one evening to personally serve her 
with divorce papers. 
  She fi red back, this time revealing a list of sumptuous 
postretirement perks Welch was receiving from GE. In 
addition to his $86,000-a-year fee as a GE consultant, 
the perks included, among other things, cell phones, 
cable TV services, fl owers, security systems, vitamins, 
charge accounts at pricey restaurants, an apartment 
overlooking New York’s Central Park, and liberal use of 
a GE corporate jet. 
  Jack was irate that Jane sneered at the $35,000-a-
month alimony he offered. After all, she was a second 
wife of only 13 years. No children were involved; and, 
by Jack’s reckoning, she had the perfect life. But his 
own words worked against him. In his autobiography, 
 Jack: Straight from the Gut  ( Warner, 2001), he described 
her as bright, tough, and witty. She gave up her job at a 
major New York law fi rm to marry him; she accompa-
nied him on business trips; she learned to play golf so 
they could spend more time together; and she literally 
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saved his life when he suffered a heart attack: “She’s 
become the perfect partner,” he wrote. 9  And in the 
book’s acknowledgments, he stated:

  “I fi rst need to thank my wife, Jane, for her patience 
and love. She’s my best friend and confi dante.”  10  

   After Jane spilled the beans about Jack’s perks, he 
 circulated the story that Jane had had an affair a year 
earlier with an Italian bodyguard. Finally, sanity took 
hold, and the Welches reached an out-of-court settle-
ment just days before the embarrassingly public trial 
was to begin. It was reported that Jane Welch received a 
divorce  settlement of around $180 million. 

   PASSING BACK THE PERKS 
 Investors and the business world were aghast when 
they learned about Welch’s postretirement side benefi ts. 
There had always been questions about Welch’s com-
pensation when he was GE CEO. Was his retirement 
pay egregious, or was it his just due for the outstanding 
value he’d brought to the company? 
  At the very least, investors thought GE should have 
disclosed the terms of the agreement with Welch. It 
would be incorrect to say that GE kept Welch’s retire-
ment package a secret; it is more accurate to say the 
company was vague on the details. 
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  Jack defended his benefi ts, saying that after his open 
heart surgery in 1995, the board asked him to stay on 
the job until 2000. They offered him a generous pay 
package to do so. He asked instead to maintain his life-
style, specifi cally his perks, after retirement. . . . 

     “the plane, the apartment, the car, et cetera. And if you 
give me that when I retire that’s all I need. I work for a 
company for 40 years. I love this company. I got two 
choices. Give the money back, renounce the perk. Then 
if I do that, I look like I did something wrong. I shouldn’t 
have had it. Or keep the perk. Then I look like a greedy 
pig. Now, take those two choices, OK? That’s a beauti-
ful dilemma to be sitting on. So I decide I’ll give it back, 
and GE got completely out of the press.”  11  

   Welch continued to use the Trump Tower apartment 
and the corporate jet, but he now pays GE $2 million a 
year for their use. 

   THE WEDDING 
 Jack, 68, and Suzy, 44, rented a 20,000-square-foot 
brownstone on Boston’s prestigious Beacon Hill, moved 
in together, and were married in 2004, nearly three 
years after the fateful interview. 
  The wedding, a gala celebration with 92 guests, 
including Matt Lauer and Charlie Rose, was covered 
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by  People  magazine. The couple held a mock wedding 
for her children (ages 9 through 15), who were consid-
ered too young to attend the real event. Suzy showed 
up at the rehearsal dinner decked out in a wedding 
dress and veil. 

   THE NEW COUPLE 
 Jack describes the feeling of being in love and starting a 
new life like having “the world by the ass.” 12  
  In his previous two marriages, Jack worked obses-
sively and, in much of his spare time, played golf. He 
and Suzy still maintain a harried schedule, but it’s dif-
ferent now. They spent almost every day together, 
 working on books, writing magazine and newspaper 
columns, traveling on the speaking circuit, doing fam-
ily things, and just having a “wacky” time. She is an 
executive in residence at Babson College, where she 
teaches classes on leadership. Jack teaches at the Sloan 
School of Management at the Massachusetts Institute of 
Technology. When they must spend the night apart, 
they talk on the phone for hours and both say they have 
trouble sleeping. They are news junkies and claim to 
agree on almost everything, from business principles 
to politics. Surely there are issues on which Suzy and 
Jack disagree. Yes, says Suzy: “Chinese food. Truly, we 
are very similar.” 13  

c11.indd   246c11.indd   246 9/25/07   11:44:57 AM9/25/07   11:44:57 AM



       The Reinvention of  Jack Welch  247

  While some may speculate that the dynamic of the 
relationship seems odd, some of his friends are happy 
that Jack is happy. “I hope Jack never wakes up,” said 
one friend. Andrew Lack, a friend and CEO of Sony 
Music Entertainment, says, “I think they will be deeply 
in love with each other, as the saying goes, as long as 
they both shall live. I don’t have any doubt about 
that.” 14    

 THE JOHN F. WELCH COLLEGE OF BUSINESS 
 It seemed obvious that there would be a business school 

somewhere in the United States named after Welch. The 

surprise was that Welch stuck close to home and to his 

Catholic roots when choosing a namesake. 

  Sacred Heart University in Fairfi eld, Connecticut, won 

the honor of hosting the John F. Welch College of Business. 

Along with the name, Sacred Heart received the largest 

gift in the university’s history, a grant that would provide 

student fi nancial assistance and would foster research 

and faculty development. Said Welch:

  “The University is poised for greatness, and I want to be 

part of the next phase of its transformation and 

growth.”  15  

   Sacred Heart is a relatively small and young institution, 

founded in 1963, the fi rst Catholic university in the United 
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   JACK’S NEW CAREER 
 Krypton Jack didn’t seem so invincible after the Suzy 
Wetlaufer episode. But the setbacks proved to be only 
temporary. Jack Welch, famous for reinventing a vener-
able corporation well before problems developed, now 
went to work reinventing himself. 
  He has become one of the most sought-after speak-
ers, consultants, writers, and business thinkers of the 
day. Welch, explains the  International Herald Tribune , 
has made himself into an independent brand: “[I]f Jack 
Welch LLC, the name of his consulting fi rm, were a 
stock, it would be hitting a record high.” 
  Welch maintains the bountiful energy and drive he 
used to build GE into the industrial/fi nancial power-
house it is today. It is estimated that he now earns more 
than $10 million each year, much of it coming from 
 current income. Welch is:

States designed to be led and staffed by laypeople. Of its 

5,600 students, 28 percent major in business; and more 

than one-third of the graduate degrees it grants are 

Masters of Business Administration. 

  Although the amount of money Welch gave to Sacred 

Heart was undisclosed, shortly afterward, Welch donated 

$1 million to his hometown school, Salem State University. 
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   An author, about to publish his third book. He 
received $7.1 million for the fi rst and a $4 million 
advance to write the second. The second and third 
have been written in collaboration with his wife, 
Suzy.  
  A paid consultant to G100, a club for high-powered 
CEOs that meets twice a year.  
  A paid adviser to Barry Diller, CEO of IAC/
InterActiveCorp and to Clayton, Dubilier & Rice, a 
U.S. private-equity fi rm  .
  A professor of management at Sloan School of Man-
agement at Massachusetts Institute of Technology.  
  A columnist for both the  New York Times Syndicate  
and  Business Week .  
  A speaker an average of four times a month  .

         

•

•

•

•

•

•
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   Summing Up 

       After he becoming chairman of GE, Welch continued 
to grow and evolve, which many people say was his 
greatest strength. Wrote Noel Tichy: “Having started 
out as the man with the bullhorn, in effect yelling at 
subordinates who couldn’t keep pace, he evolved into 
a coach, willing to pause (for a nanosecond or two) to 
help others along.” 1  
  What does Welch think of his life at GE? 

   “I’ve been in a series of lucky places. It takes a lot of 
experiences, a lot of luck. Luck is at least 60 percent.”  2  

   Welch sees himself as part of a continuing story:

  “I didn’t fi x GE. I’m often described as ‘fi xing’ GE. All 
I did was take GE and get it ready for the next period 
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of time. But GE didn’t need a lot of fi xing. It was well 
done by my predecessor.”  3  

   What would Welch tell a young person who aspires 
to become chief executive offi cer at a company like 
 General Electric? 

   “I would never tell anyone how to become CEO of GE 
because I don’t know how it happens. But I would say 
the things I talk about when I teach [the Crotonville 
leadership] course . . . all about energy, energize, and 
edge—E cubed, I call it. You’ve got to have incredible 
energy to lead any organization. You’ve got to be on 
fi re, if you will. It’s a part of it. You’ve got to be able to 
energize people. You’ve got to care about them; they 
have to believe you care about them. You can have all 
the energy in the world; but if you don’t get other people 
energized, nothing happens. The ability to energize, 
excite, bring in, share—it is the most exciting thing.”  4  

   Welch takes pride in how GE, through such devices as 
the employee stock option plan, helps people make 
their dreams come true:

  “Think about it! Their kids can go to school; they can 
build a second home—every dream. So we’ve changed 
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the game of this bureaucracy so that more people are 
participating.”  5  

   There is no question that Welch left his mark on the 
business world when he retired from GE. Paolo Fresco, 
the second in command at GE, said Welch already is the 
most imitated business leader anywhere: “If Jack decided 
to start walking on his head one morning,  everyone 
would do likewise.” 6    

    GENERAL ELECTRIC AND JACK WELCH—
A CHRONOLOGY 

   1878:  Edison Electric Light Co. was founded with $300,000 

to commercialize Thomas A. Edison’s breakthrough in 

electricity, the incandescent lamp. The fi rst practical 

application of the technology was the lighting of the 

steamship  Columbia  in 1880. Soon afterward, Edison 

Electric built an individual lighting system for the 

Holborn Viaduct in London and the Pearl Street Station 

in New York City. 

  1889:  Edison Electric merged with Thomson-Houston 

Electric Co. to form the General Electric Co. Edison 

was disappointed that the company did not retain his 

name and attended only one board meeting. He con-

tinued to serve as a consultant and to collect royalties 

on his inventions. 
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  1895:  GE began to manufacture the most powerful loco-

motive in the world. 

  1896:  The Dow Jones Industrial Index was created. Gen-

eral Electric was among the 30 companies included. 

  1899:  GE paid its fi rst quarterly dividend. Dividends have 

been paid each quarter since. 

  1900:  GE established the fi rst industrial laboratory in the 

United States. 

  1905:  GE made the fi st electric toaster. 

  1915:  GE produced the fi rst electric refrigerator. 

  1919:  GE formed an alliance with AT&T and Westinghouse 

to form the Radio Corporation of America (RCA) to 

develop radio technology. 

  1930:  GE sold its RCA holdings in compliance with govern-

ment antitrust action. 

  1932:  The consumer credit division of GE was formed to 

fi nance refrigerators. The fi rst washing machine was 

rolled out. 

  1935:  John Francis Welch Jr. was born November 19 in 

Peabody, Massachusetts, to John Francis and Grace 

Welch. 

  1942:  GE manufactured its fi rst aircraft engine, and to 

supply Allied forces in World War II, factories worked 

to capacity. 

  1954:  GE designed the fi rst jet engine that propelled an 

airplane at twice the speed of sound. 

  1956:  The GE Management Development Institute at 

Crotonville, New York, was established. 
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  1957:  Jack Welch graduated with honors from the Uni-

versity of Massachusetts, a BS in chemical engineering.  

 GE won a license from the Atomic Energy Commission 

to operate a nuclear power plant. 

  1959:  Welch married Carolyn B. Osburn in November. 

Several senior GE executives were found guilty of a 

price-fi xing scheme with Westinghouse. The execu-

tives were fi red, but the incident raised questions about 

CEO Ralph Cordiner’s aggressive “management by objec-

tives” program.   Suzanne Spring Wetlaufer was born. 

  1960:  Welch earned a doctorate in chemical engineering at 

the University of Illinois. Welch joined General Electric’s 

plastics division in Pittsfi eld, Massachusetts. He was 

responsible for the technical development of Noryl, a 

plastic resin. 

  1961:  Following a lukewarm raise at GE Plastics, Welch 

accepted a position as a chemical engineer in Chicago. 

Before he started the new job, GE induced Welch back 

with a raise and a promotion. 

  1963:  Welch was placed in charge of the chemical 

development operation. 

  1968:  At age 33, Welch became GE’s youngest general 

manager ever. He was given charge of the plastics 

business department, which included new products 

like Lexan and Noryl. 

  1972:  Welch was promoted to vice president. 

  1973:  At age 37, Welch became group executive for the 

$1.5 billion components and materials group, which 

included all of plastics, plus GE Medical Systems. 
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  1977:  Welch was named senior vice president and sector 

executive for the consumer products and services 

sector. At the same time, he became vice chairman of 

GE Credit Corporation. 

  1978:  GE built the world’s largest nuclear power plant, 

Tokai-Mura in Japan. 

  1979:  Welch was named vice chairman and executive 

offi cer. The Three Mile Island nuclear power plant 

accident destroyed already shaky consumer confi dence 

in nuclear energy. Orders evaporated for GE-built 

nuclear reactors. 

  1980:  GE opened a new dishwasher plant in Louisville, 

Kentucky, in the fi rst phase of a $1 billion investment in 

major appliances. 

  1981:  On April 1, John F. Welch, 45, became the eighth 

chairman of GE. GE’s shares, adjusted for splits, were 

trading at around $4; and the company’s market value 

was $12 billion, eleventh in the stock market. Earnings 

were $1.65 billion on sales of $27.24 billion. 

  1982:  Welch’s phase 1, or “hardware,” restructuring 

began. GE invested $300 million in automating its 

locomotive business and another $130 million to 

expand the R&D center in Schenectady, New York. The 

air-conditioning business was sold. The television 

show  60 Minutes  criticized GE for closing a clothes iron 

plant in Ontario, California, that seemed to be making 

money. 

  1983:  GE sold its housewares division to Black & Decker 

for about $300 million. 
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  1984:   Fortune  magazine called Welch the “Toughest Boss 

in America.” GE sold Utah International mining opera-

tions to BHP of Australia for $2.4 billion and acquired. 

Employers Reinsurance Corporation for $1.1 billion. 

  1985:  In December, GE announced it would buy the 

 Radio Corporation of America for $6.3 billion in cash. 

NBC Television was an RCA subsidiary. GE sold its 

 interest in Australian coal fi elds for $390 million. The 

hardware phase of the Welch revolution was com-

pleted. As a  precursor to phase 2, Welch began “delay-

ering” and then reshuffl ing top management. GE was 

indicted and pleaded guilty to improper time-card 

charges on a defense contract. Welch and his wife, 

Carolyn,  divorced after 28 years of marriage, a report-

edly  amicable separation. 

  1986:  GE acquired Employers Reinsurance for $1.1 billion, 

as well as an 80 percent stake in Kidder Peabody. 

  1987:  GE acquired a Miami television station for $270  

 million and D&K Financial for $100 million, swapped 

its consumer electronics business for the medical equip-

ment business of Thomson S.A., and acquired Geico 

Corp. for $250 million. GE sold North America Co. for 

Life & Health for $200 million. 

  1988:  Welch began the “software” revolution at GE in 

earnest. The concept of “workout” was born. The 

semiconductor business was sold to Harris Corporation. 

GE also sold RCA Global Communications for $160 

million and fi ve radio stations for $122 million. GE 

acquired Montgomery Ward’s credit card operation for 
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$1 billion, Roper Corp. for $510 million, and  Borg-

Warner’s plastics business for $2.3 billion. 

  1989:  In April, Welch and his second wife, investment 

lawyer Jane Beasley, were married.   GE launched its 

innovative workout program. 

  1991:  GE passed IBM as the nation’s most valued cor-

poration. 

  1993:  Joe Jett’s phantom trading scheme bilked Kidder 

Peabody for $210 million in net income. 

  1994:  Kidder Peabody’s trading operation was liquidated, 

and the investment fi rm was swapped for 25 percent 

equity in Paine Webber. 

  1995:  Welch underwent quintuple-bypass heart surgery. 

GE launched its Six Sigma quality control effort. 

  1996:  GE achieved $150 billion market capitalization, 

largest of any company in the world. It was the most 

profi table company in the United States. 

  1997:  GE was the fi rst company in the world to achieve a 

$200 billion market capitalization. Welch was inducted 

into the National Business Hall of Fame in Cincinnati. 

  1999:   Fortune  magazine named Jack Welch “Manager of 

the Century.” Jack and Jane Welch’s 10-year prenuptial 

agreement expired. 

  2000:  Jack Welch was expected to retire but did not. He 

stayed on for a failed attempt to purchase Honeywell 

from Allied Signal.  

  2001:  In September, Welch retired from GE after 41 years 

of service. On October 11, Welch met  Harvard Business 

Review  editor Suzy Wetlaufer. Welch was ranked on 
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Forbes 400 Richest Americans, a position he held 

through 2004.   His autobiography,  Jack: Straight from 

the Gut , was published by HarperCollins. 

  2002:  Welch and his second wife, Jane, were divorced. 

  2004:  Jack and Suzy Wetlaufer were married. 

  2005:   Winning , Welch’s second book, was published by 

Random House. 

  2006:  Welch gave his name to Sacred Heart University 

for the business school to be called the “John F. Welch 

College of Business.”       
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