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Get the Most Out of Executive Coaching

by Steven Berglas

Remember “light bulb” jokes? My favorite was, “How many 
shrinks does it take to change a light bulb? One, but the light 
bulb must want to change.” It’s true: Unless or until a person 
decides to commit to change wholeheartedly, no coach can 
help move him or her one-millimeter off the dime.

Worse yet is the fact that, unlike light bulbs that lack the ca-
pacity for self-deception, humans bamboozle themselves all 
the time. Whether it’s a smoking cessation program or work-
ing with a coach to improve management skills, people claim 
they want to change or drop dysfunctional behaviors from 
their lives, but then fight like Ninja warriors to defend them. 
Worst of all, irrespective of how intelligent or professionally 
powerful a person is, it is a virtual certainty that after embark-
ing on a change process, they will be partially or fully derailed 
by the feeling, “Better the devil I know than the devil I don’t 
know.”

The reason why backsliding on our ostensible commitments 
to change is so common is because most change is the result 
of compliance to a demand, incentive, or threat. “Lose weight 
or you’ll suffer a heart attack” coming from an M.D. is a direc-
tive most folks won’t ignore. Unfortunately, when incentivized 
to change in this manner falling off the wagon is common be-
cause our motivation wasn’t to change, it was to avoid a pre-
mature death.

Psychologists who have studied intrinsic and extrinsic motiva-
tion since the 1970s — most notably, Professor Edward L. 
Deci — demonstrate that when a person acts in response to 
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extrinsic motivators — the promise of 
money; the threat of punishment — com-
mitment to a behavior is short-lived. This is 
why when the cat’s away, mice will play. 
Mice don’t want to change their behavior, 
i.e. playing games, but they do when cats 
are present. However, since change (the 
cessation of play) was instigated by an ex-
trinsic force — Tabby — if Tabby isn’t moni-
toring the mice, thse rodents instantly re-
vert to form.

What, then, should you do if you think you 
want to change and, like so many of your 
peers, put your faith (and a huge financial 
commitment) in a coach? Is it possible to 
develop an authentic commitment to ex-
ecutive coaching through sheer willpower 
alone? No. But what you can do is develop 
a mindset — i.e. new “automatic” cogni-
tive messages — that will help you counter 
your own resistance to change.

What follows are the exercises I use most 
often to help new clients initiate coaching 
with the best mindset possible. If, prior to 
the onset of coaching you experience the 
attitude adjustments they are designed to 
foster, the change process should be pro-
foundly less anxiety- and resistance-
provoking for you than it is for those who 
dive in unprepared.

1. Ask yourself, “Cui bono?”

Recall a golf lesson or the clumsiness you 
suffered during an introductory yoga class. 
Now recall how you responded when the 
club pro or yogacharya gave you critical 
feedback. No big deal, right? Well if you’ve 
never been to an executive coach, I guar-
antee that the first critique you receive will 
not be a NBD experience. Why? Golf or 
yoga are peripheral to an executive’s defini-
tion of self. Being a stellar manager is cen-
tral, so when someone pokes that realm of 
your self-concept the usual reaction is 
“ouch!”

The best way to reduce the possibility of 
being stung by an executive coach’s con-
structive critical feedback is to remind your-
self that it is (a) not ad hominem and as 
such, (b) comparable to the club pro’s ef-
forts to correct your slice. To do this with 
ease, learn to employ the Latin phrase 
“Cui bono?” — literally, “as a benefit to 
whom?” — after each critique you receive. 
The rational portion of your brain knows 
that no competent coach would gratui-
tously put you down. Now you need to 
train the more primitive, more reactionary 
parts of your brain to think that way too. 
By making “Cui bono?” the mantra you 
bring to assessment sessions with your 
coach, you can learn to accept that any 
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and all feedback from him or her is in-
tended to be helpful, not hurtful.

2. Be sure you wouldn’t rather hire a cheer-
leader than a coach.

Many consultants and coaches know that 
they can build lucrative client bases by 
treating protégés the way Little League 
coaches deal with their pre-teen charges: 
Everything the kid does evokes a “good 
job” or “atta boy!”

The problem with an automatic “good job” 
reaction is that it is useless and often — 
even by pre-teens — seen for what it is: 
Balm for under-developed egos. An 11-
year-old with burgeoning self-esteem 
would much rather hear “keep your eye on 
the ball” after striking out than “good job,” 
but if you want to hear cheering regardless 
of how you perform, caveat emptor. An 
ethical coach doesn’t bring pom-poms to 
meetings with clients, so hire to your 
needs.

3. Learn the difference between participation 
and commitment.

Having spent 30 years as a psychothera-
pist and coach, I can assure you that act-

ing the role of a “participant in a change 
process” is not nearly the same as being 
committed to actually changing yourself. 
Many people claim to be involved in a 
change process when, in fact, they are 
holding their true selves in abeyance. 
Years ago, many gay men married women 
because they held the deluded belief that 
the process of being part of an intimate 
heterosexual dyad would change who they 
were. In time, virtually all discovered that 
suppression doesn’t work and that role-
playing without conviction has no chance 
of effecting change.

Coaching cannot change you one iota un-
less or until you’re really committed — un-
til you have skin in the game. Before I work 
with a client who needs to make major 
changes, I share the aphorism my baseball 
coach once told me to drive home the dis-
tinction between authentic commitment 
vs. going through the motions: “There’s a 
huge difference between participating in 
baseball and being committed to it; it’s like 
a bacon and egg breakfast. The chicken 
participates in the breakfast. The pig, on 
the other hand, was fully committed.”

Since you won’t change unless you really 
want to, and nothing — not the highest-
priced coach or public declarations about 
your intention to change (which, presuma-

4



bly, will humiliate you if you fail) — will help you to succeed, it 
behooves you to learn how to thwart your worst tendencies in 
advance of tackling change. This is what cartoonist/
philosopher Walt Kelly, in his possum persona, Pogo, was re-
ferring to when he said, “We have met the enemy and he is 
us.” If you accept this fact of life, coaching — and every other 
change process you initiate — will become surprisingly sim-
ple.

Coaching is releasing 

a person’s potential to 

maximize their own 

performance.  It is 

helping them to learn 

rather than teaching 

them. 
 
- Anonymous
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People Before Strategy

People Before Strategy: A New Role for the CHRO

by Ram Charan, Dominic Barton and Dennis Carey

CEOs know that they depend on their company’s human resources to achieve success. 
Businesses don’t create value; people do. But if you peel back the layers at the vast major-
ity of companies, you find CEOs who are distanced from and often dissatisfied with their 
chief human resources officers (CHROs) and the HR function in general. Research  by 
McKinsey and the Conference Board consistently finds that CEOs worldwide see human 
capital as a top challenge, and they rank HR as only the eighth or ninth most important 
function in a company. That has to change.
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It’s time for HR to make the same leap that 
the finance function has made in recent 
decades and become a true partner to the 
CEO. Just as the CFO helps the CEO lead 
the business by raising and allocating finan-
cial resources, the CHRO should help the 
CEO by building and assigning talent, es-
pecially key people, and working to un-
leash the organization’s energy. Managing 
human capital must be accorded the same 
priority that managing financial capital 
came to have in the 1980s, when the era 
of the “super CFO” and serious competi-
tive restructuring began.

CEOs might complain that their CHROs 
are too bogged down in administrative 
tasks or that they don’t understand the 
business. But let’s be clear: It is up to the 
CEO to elevate HR and to bridge any gaps 
that prevent the CHRO from becoming a 
strategic partner. After all, it was CEOs 
who boosted the finance function beyond 
simple accounting. They were also respon-
sible for creating the marketing function 
from what had been strictly sales.

Elevating HR requires totally redefining the 
work content of the chief human resources 
officer—in essence, forging a new contract 
with this leader—and adopting a new 
mechanism we call the G3—a core group 
comprising the CEO, the CFO, and the 

CHRO. The result will be a CHRO who is 
as much a value adder as the CFO. Rather 
than being seen as a supporting player 
brought in to implement decisions that 
have already been made, the CHRO will 
have a central part in corporate decision 
making and will be properly prepared for 
that role.

These changes will drive important shifts 
in career paths for HR executives—and for 
other leaders across the company. Moreo-
ver, the business will benefit from better 
management of not just its financial re-
sources but also its human ones. We say 
this with confidence, based on our experi-
ence with companies such as General Elec-
tric, BlackRock, Tata Communications, 
and Marsh, all of which act on their com-
mitment to the people side of their busi-
nesses.

The CEO’s New Contract with the CHRO

A CFO’s job is partly defined by the invest-
ment community, the board, outside audi-
tors, and regulators. Not so for the CHRO 
role—that’s defined solely by the CEO. The 
chief executive must have a clear view of 
the tremendous contribution the CHRO 
could be making and spell out those expec-
tations in clear, specific language. Putting 
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things in writing ensures that the CEO and 
CHRO have a shared understanding of ap-
propriate actions and desirable outputs.

To start redefining the job, the CEO should 
confer with his or her team and key board 
members, particularly the board’s compen-
sation committee (more aptly called the tal-
ent and compensation committee), and 
ask what they expect in an ideal CHRO. 
Beyond handling the usual HR responsibili-
ties—overseeing employee satisfaction, 
workforce engagement, benefits and com-
pensation, diversity, and the like—what 
should an exemplary CHRO do?

Here are three activities we think are criti-
cal: predicting outcomes, diagnosing prob-
lems, and prescribing actions on the peo-
ple side that will add value to the business. 
Some of these things may seem like the 
usual charter for a CHRO, but they are 
largely missing in practice, to the disap-
pointment of most CEOs.

Predicting outcomes.

CEOs and CFOs normally put together a 
three-year plan and a one-year budget. 
The CHRO should be able to assess the 
chances of meeting the business goals us-
ing his knowledge of the people side. How 
likely is it, for example, that a key group or 
leader will make timely changes in tune 

with rapid shifts in the external environ-
ment, or that team members will be able to 
coordinate their efforts? CHROs should 
raise such questions and offer their views.

Because a company’s performance de-
pends largely on the fit between people 
and jobs, the CHRO can be of enormous 
help by crystallizing what a particular job 
requires and realistically assessing 
whether the assigned person meets those 
requirements. Jobs that are high leverage 
require extra attention. Many HR proc-
esses tend to treat all employees the same 
way, but in our observation, 2% of the peo-
ple in a business drive 98% of the impact. 
Although coaching can be helpful, particu-
larly when it focuses on one or two things 
that are preventing individuals from reach-
ing their potential, it has its limits. Nothing 
overcomes a poor fit. A wide gap between 
a leader’s talents and the job requirements 
creates problems for the leader, her boss, 
her peers, and her reports. So before se-
vere damage is done, the CHRO should 
take the initiative to identify gaps in behav-
ior or skills, especially among those 2% 
and as job requirements change.

The CHRO, with the CFO, should also con-
sider whether the key performance indica-
tors, talent assignments, and budgets are 
the right ones to deliver desired outcomes. 
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If necessary, the pair should develop new 
metrics. Financial information is the most 
common basis for incentivizing and assess-
ing performance, because it is easy to 
measure, but the CHRO can propose alter-
natives. People should be paid according 
to how much value they contribute to the 
company—some combination of the impor-
tance of the job and how they handle it. Fi-
nance and HR should work together to de-
fine ahead of time the value that is ex-
pected, using qualitative as well as quanti-
tative factors. Imagine the leaders of those 
functions discussing a business unit man-
ager and triangulating with the CEO and 
the group executive to better understand 
what the manager needs to do to outper-
form the competition in the heat of battle. 
For example, to move faster into digitiza-
tion, will he have to reconstitute the team 
or reallocate funds? Predicting success 
means weighing how well-attuned the man-
ager is to outside pressures and opportuni-
ties, how resilient he would be if the econ-
omy went south, and how quickly he could 
scale up into digitization. The specific met-
rics would be designed accordingly.

As another example, a top marketing man-
ager might have to build capability for us-
ing predictive data in advertising. The CFO 
and CHRO should recognize that if the 
manager fails to steep herself in the funda-

mentals of data analytics and is slow to 
hire people with that expertise, new com-
petitors could come in and destroy value 
for the company. Metrics should reflect 
how quickly the marketing head acts to re-
orient her department. One set of metrics 
would focus on the recruiting plan: What 
steps must the marketing manager take by 
when? These become milestones to be 
met at particular points in time. Another 
set of metrics might focus on budget allo-
cations: Once the new people are hired 
and assimilated, is the manager reallocat-
ing the marketing budget? And is that 
money in fact helping to increase revenue, 
margins, market share in selected seg-
ments, or brand recognition? Such im-
provements are measurable, though with a 
time lag.

The CHRO should also be able to make 
meaningful predictions about the competi-
tion. Just as every army general learns 
about his counterpart on the enemy side, 
the CHRO should be armed with informa-
tion about competitors and how their key 
decision makers and executors stack up 
against those at the CHRO’s organization. 
Predictions should include the likely im-
pact of any changes related to human re-
sources at rival companies—such as modi-
fications to their incentive systems, an in-
crease in turnover, or new expertise they 
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are hiring—and what those changes might 
signify about their market moves. In 2014, 
for instance, Apple began to hire medical 
technology people—an early warning sign 
that it might make a heavy push to use its 
watch and perhaps other Apple devices 
for medical purposes. Such activity could 
have implications for a health care busi-
ness, a medical device manufacturer, or a 
clinic. Similarly, a competitor’s organiza-
tional restructuring and reassignment of 
leaders might indicate a sharper focus on 
product lines that could give your com-
pany a tougher run.

Intelligence about competitors is often 
available through headhunters, the press, 
employees hired from other companies, 
suppliers, or customers’ customers. Even 
anecdotal information, such as “The mar-
keting VP is a numbers guy, not a people 
guy,” or “She’s a cost cutter and can’t 
grow the business,” or “The head of their 
new division comes from a high-growth 
company,” can improve the power of pre-
diction. For example, Motorola might have 
been able to anticipate the iPhone if the 
company’s CHRO had alerted the CEO 
when Apple began trying to recruit Mo-
torola’s technical people.

The CHRO should make comparisons unit 
by unit, team by team, and leader by 

leader, looking not only at established com-
petitors but also at nontraditional ones that 
could enter the market. Is the person who 
was promoted to run hair care at X com-
pany more experienced and higher-energy 
than our new division head? Does the de-
velopment team in charge of wireless sen-
sors at Y company collaborate better than 
we do? The answers to such questions will 
help predict outcomes that will show up as 
numbers on a financial statement some-
time in the future.

Diagnosing problems.

The CHRO is in a position to pinpoint pre-
cisely why an organization might not be 
performing well or meeting its goals. CEOs 
must learn to seek such analysis from their 
CHROs instead of defaulting to consult-
ants.

The CHRO should work with the CEO and 
CFO to examine the causes of misses, be-
cause most problems are people prob-
lems. The idea is to look beyond obvious 
external factors, such as falling interest 
rates or shifting currency valuations, and 
to link the numbers with insights into the 
company’s social system—how people 
work together. A correct diagnosis will sug-
gest the right remedy and avoid any knee-
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jerk replacements of people who made 
good decisions but were dealt a bad hand.

If the economy slumped and performance 
lagged compared to the previous year, the 
question should be, How did the leader re-
act? Did he get caught like a deer in the 
headlights or go on the offensive? How 
fast did he move, relative to the competi-
tion and the external change? This is 
where the CHRO can help make the criti-
cal distinction between a leader’s misstep 
and any fundamental unsuitability for the 
job. Here too the CHRO will learn new 
things about the leader, such as how resil-
ient he is—information that will be useful in 
considering future assignments.

But focusing on individual leaders is only 
half the equation. The CHRO should also 
be expert at diagnosing how the various 
parts of the social system are working, sys-
tematically looking for activities that are 
causing bottlenecks or unnecessary fric-
tion. When one CEO was reviewing the 
numbers for an important product line, he 
saw a decline in market share and profits 
for the third year in a row. The medical di-
agnostic product that the group was count-
ing on to reverse the trend was still not 
ready to launch. As he and his CHRO dug 
in, they discovered that the marketing 
team in Milwaukee and the R&D team in 

France had not agreed on the specifica-
tions. On the spot, they arranged a series 
of face-to-face meetings to resolve the dis-
connect.

There is great value in having the CHRO di-
agnose problems and put issues on the ta-
ble, but such openness is often missing. 
Behaviors such as withholding information, 
failing to express disagreement but refus-
ing to take action, and undermining peers 
often go unnoticed. Some CEOs look the 
other way rather than tackle conflicts 
among their direct reports, draining energy 
and making the whole organization indeci-
sive. Take, for example, problems that 
arise when collaboration across silos 
doesn’t happen. In such situations, no 
amount of cost cutting, budget shifting, or 
admonition will stem the deterioration. 
Thus CHROs who bring dysfunctional rela-
tionships to the surface are worth their 
weight in gold.

At the same time, the CHRO should watch 
for employees who are energy creators 
and develop them. Whether or not they are 
directly charged with producing results, 
these are the people who get to the heart 
of issues, reframe ideas, create informal 
bonds that encourage collaboration, and in 
general make the organization healthier 
and more productive. They may be the hid-
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den power behind the group’s value crea-
tion.

Prescribing actions to add value.

Agile companies know they must move 
capital to where the opportunities are and 
not succumb to the all-too-typical impera-
tives of budgeting inertia (“You get the 
same funding as last year, plus or minus 
5%”). When McKinsey looked at capital al-
location patterns in more than 1,600 U.S. 
companies over 15 years, it found  that ag-
gressive reallocators—companies that 
shifted more than 56% of capital across 
businesses during that time—had 30% 
higher total shareholder returns than com-
panies that shifted far less.

Companies should be similarly flexible with 
their human capital, and CHROs should be 
prepared to recommend actions that will 
unlock or create value. These might in-
clude recognizing someone’s hidden talent 
and adding that individual to the list of 
high potentials, moving someone from one 
position to another to ignite growth in a 
new market, or bringing in someone from 
the outside to develop capability in a new 
technology. Although capital reallocation is 
important, the reassignment of people 
along with capital reallocation is what 
really boosts companies.

Responding to the external environment to-
day sometimes requires leaders with capa-
bilities that weren’t previously cultivated, 
such as knowledge of algorithms, or psy-
chological comfort with digitization and 
rapid change. The company might have 
such talent buried at low levels. To have im-
pact, those individuals might need to be 
lifted three organizational levels at once 
rather than moved incrementally up exist-
ing career ladders. The CHRO should be 
searching for people who could be future 
value creators and then thinking imagina-
tively about how to release their talent. 
Judging people must be a special skill of 
the CHRO, just as the CFO has a knack for 
making inferences from numbers.

Dow Chemical found that aggressively hir-
ing entrepreneurial millennials was the fast-
est way to create more “short-cycle innova-
tion” alongside the company’s traditional 
long-cycle R&D processes. The share of 
employees under age 30 went from 9% in 
2004 to 15% in 2014. To benefit from this 
new talent, the company also revamped its 
career paths to move the 20- and 30-
somethings into bigger jobs relatively 
quickly, and it invited them to global leader-
ship meetings relatively early.

Another way to unlock value is to recom-
mend mechanisms to help an individual 
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bridge a gap or enhance her capacity. 
These might include moving her to a differ-
ent job, establishing a council to advise 
her, or assigning someone to help shore 
up a particular skill. For example, to build 
the technology expertise of the small start-
ups he funded, the famed venture capital-
ist John Doerr used his huge relationship 
network to connect the people running 
those businesses with top scientists at Bell 
Labs. In the same vein, CHROs could 
make better use of their networks with 
other CHROs to connect people with oth-
ers who could build their capacity.

CHROs should recommend ways to use hu-
man capital to unlock or create value.

The CHRO might also recommend splitting 
a division into subgroups to unleash 
growth and develop more P&L leaders. He 
might suggest particular skills to look for 
when hiring a leader to run a country unit 
or big division. Other prescriptions might 
focus on improving the social engine—the 
quality of relationships, the level of trust 
and collaboration, and decisiveness. The 
CHRO could, for instance, work with busi-
ness divisions to conduct reviews once a 
month rather than annually, because reduc-
ing the time lag between actions and feed-
back increases motivation and improves 
operations.

What not to do.

In addition to spelling out clearly what is 
expected in the way of making predictions, 
diagnosing problems, and prescribing 
beneficial actions, the CHRO’s new con-
tract should define what she is not re-
quired to do. This helps provide focus and 
free time so that she can engage at a 
higher level. For example, the transactional 
and administrative work of HR, including 
managing benefits, could be cordoned off 
and reassigned, as some companies have 
begun to do. One option is to give those 
responsibilities to the CFO. At Netflix, tradi-
tional HR processes and routines are or-
ganized under the finance function, while 
HR serves only as a talent scout and 
coach (see the “Further Reading” list). An-
other model we see emerging is to create 
a shared service function that combines 
the back-office activities of HR, finance, 
and IT. This function may or may not report 
to the CFO.

Compensation has traditionally been the 
purview of CHROs, but it may be hard for 
them to appreciate the specific issues busi-
ness leaders face, just as it is hard for the 
CFO to understand the nuances of the so-
cial engine. Because compensation has 
such an enormous impact on behavior and 
on the speed and agility of the corporation, 
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the best solution is for the CEO and CFO 
to also get involved. While the CHRO can 
be the lead dog, compensation decisions 
should be made jointly by the three—and, 
given the increasingly active role of institu-
tional investors, with the board’s engage-
ment.

The CHRO’s fit.

With a new contract in hand, the chief ex-
ecutive should assess how well the CHRO 
meets the job specifications now and 
where he needs to be in three years. Most 
CHROs have come up through the HR 
pipeline. While some have had line jobs, 
most have not; Korn Ferry research indi-
cates that only 40 of the CHROs at For-
tune 100 companies had significant work 
experience outside HR before they came 
to lead that function. This might leave a 
gap in terms of predicting, diagnosing, and 
prescribing actions that will improve busi-
ness performance. However, inclusion in 
broader discussions will expand a CHRO’s 
understanding of the business. CEOs 
should give their CHRO a chance to grow 
into the newly defined role, and they 
should assess progress quarter by quarter.

Measuring the performance of the CHRO 
has long been problematic. HR leaders are 
usually judged on accomplishments such 

as installing a new process under budget, 
recruiting a targeted number of people 
from the right places, or improving reten-
tion or employee engagement. Yet such ef-
forts are not directly tied to value creation. 
In keeping with recasting HR as a value 
creator rather than a cost center, perform-
ance should be measured by outputs that 
are more closely linked to revenue, profit 
margin, brand recognition, or market 
share. And the closer the linkage, the bet-
ter.

A CHRO can add value by, for example, 
moving a key person from one boss to an-
other and improving his performance; ar-
ranging for coaching that strengthens a 
crucial skill; bringing a person from the out-
side into a pivotal position; putting two or 
three people together to create a new busi-
ness or initiative to grow the top or bottom 
line; reassigning a division manager be-
cause she will not be able to meet the chal-
lenge two years out; or discovering and 
smoothing friction where collaboration is 
required. Such actions are observable, veri-
fiable, and closely related to the com-
pany’s performance and numbers.

Here’s a case in point: When a promising 
young leader was put in charge of three di-
visions of a large company, replacing an ex-
ecutive vice president with long tenure, the 
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divisions took off. The new EVP, who was 
growth-oriented and digitally savvy, seized 
on commonalities among the three busi-
nesses in technology and production and 
nearly halved the product development cy-
cle time. In three years the divisions over-
took the competition to become number 
one.

Creating a G3

To make the CHRO a true partner, the CEO 
should create a triumvirate at the top of 
the corporation that includes both the CFO 
and the CHRO. Forming such a team is the 
single best way to link financial numbers 
with the people who produce them. It also 
signals to the organization that you are lift-
ing HR into the inner sanctum and that the 
CHRO’s contribution will be analogous to 
the CFO’s. Although some companies may 
want the CHRO to be part of an expanded 
group that includes, say, a chief technol-
ogy officer or chief risk officer, the G3, as 
we call it, is the core group that should 
steer the company, and it should meet 
apart from everyone else. The G3 will 
shape the destiny of the business by look-
ing forward and at the big picture while oth-
ers bury their heads in operations, and it 
will ensure that the company stays on the 

rails by homing in on any problems in exe-
cution. It is the G3 that makes the connec-
tion between the organization and busi-
ness results.

At Marsh, a global leader in insurance bro-
kerage and risk management, CEO Peter 
Zaffino often has one-on-one discussions 
with his CFO, Courtney Leimkuhler, and 
his CHRO, Mary Anne Elliott. In April 2015 
he held a meeting with both of them to as-
sess the alignment of the organization with 
desired business outcomes. The G3 began 
this meeting by selecting a business in the 
portfolio and drawing a vertical line down 
the middle of a blank page on a flip chart. 
The right side was for the business per-
formance (Leimkuhler’s expertise); the left 
side for organizational design issues (Elli-
ott’s expertise). A horizontal line created 
boxes for the answers to two simple ques-
tions: What is going well? What is not go-
ing well?

The CEO should form a G3—a core steering 
team—with the CFO and the CHRO.

“Peter could have filled in the entire two-
by-two chart on his own,” Elliott says, “but 
doing it together really added value.” 
Zaffino adds, “The whole meeting took 
about 15 minutes. We found the exercise 
to be very worthwhile. We already run the 
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business with disciplined processes. We 
conduct deep dives into the organization’s 
financial performance through quarterly op-
erational reviews, and we conduct quar-
terly talent reviews, where we focus on the 
human capital side. So you might not think 
we’d want to introduce another process to 
evaluate how we are managing the busi-
ness. But this G3 process provided us with 
a terrific lens into the business without add-
ing bureaucracy.”

Working together to synthesize disparate 
data points into one flip chart helped the 
team identify items on the organizational 
side that would predict business perform-
ance in the next four to eight quarters. Sig-
nificant value came from the dialogue as 
connections emerged naturally. Zaffino 
says, “We constantly drill down deep to un-
derstand why a business is performing the 
way it is. In those instances, we are drilling 
vertically, not horizontally, when there 
could be some items identified on the or-
ganizational side that are actually driving 
the performance.” Zaffino cited the imple-
mentation of a new sales plan, which HR 
was working on, as one example. His con-
cern was making sure business results 
were aligned with remuneration “so we 
didn’t have sales compensation becoming 
disconnected from the overall financial re-
sult of the business,” he explains. “We also 

didn’t want to drive top-line growth with-
out knowing how to invest back in the busi-
ness and increase profitability.” The CHRO 
was thinking it through from her perspec-
tive: Is this sales plan motivating the right 
behaviors so that it moves business per-
formance to the “going well” category?

Seeing the interconnections also helped 
the trio identify what mattered most. “It’s 
easy enough to list everything we want to 
do better,” Leimkuhler says, “but it’s hard 
to know where to start. When you under-
stand which things on the organizational 
side are really advancing business perform-
ance, it makes it easier to prioritize.” For 
example, managing the transition of re-
gional business leaders was a big issue for 
HR—one that, because of its difficulty, 
would have been easy to push off. Seeing 
the extent to which inaction could be hold-
ing back business performance created a 
greater sense of urgency.

“In the HR world, we talk about under-
standing and integrating with the busi-
ness,” Elliott notes. “G3 meetings are a 
pragmatic activity. When you’re sitting with 
the CEO and CFO, there’s no place for aca-
demic HR. It’s all about understanding 
what the organization needs to do to drive 
business performance and how to align 
those key variables.”
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“There’s something to be said for peeling 
off into a smaller group,” Leimkuhler adds. 
“It would be unwieldy to have this discus-
sion with the full executive committee, 
which at Marsh consists of 10 executives. 
In any case, it’s not one or the other; it’s ad-
ditive.” Says Zaffino, “This was a stream-
lined way to get a holistic view of the busi-
ness. Each of us left the first G3 meeting 
feeling comfortable that the organization 
and the business were aligned and that we 
have a very good handle on the business.”

Vinod Kumar, CEO of Tata Communica-
tions, also uses an informal G3 mecha-
nism. Kumar’s company supplies communi-
cation, computing, and collaboration infra-
structure to large global companies, includ-
ing many telephone and mobile operators. 
In 2012 there were price drops of 15% to 
20%, and disruptive technologies were par 
for the course. To keep pace, Tata Commu-
nications had to transform its business 
very quickly, which meant building critical 
new capabilities by hiring from the outside, 
at least in the short term—an effort that 
would hardly help the company deal with 
rising costs. Something had to give, and 
Kumar enlisted then-CFO Sanjay Baweja 
and CHRO Aadesh Goyal to help chart a 
path forward while taking into account 
both financial and talent considerations.

Frequent discussions among the G3 led to 
a consensus: Tata Communications would 
restructure roles that had become redun-
dant or were out of sync with the com-
pany’s new direction, and it would move 
jobs to the right geographical locations. 
These actions would reduce staffing costs 
by 7%. The company would use the sav-
ings to build the necessary capabilities, 
mainly by making new hires, especially in 
sales, marketing, and technology.

The G3 next went to work on changes that 
would occur over a longer time. Tata Com-
munications launched a companywide pro-
gram in late 2013 aimed at continuously im-
proving productivity. The initial objective 
was to reduce the cost base by $100 mil-
lion, but the overall intention was to seed a 
new culture. The G3 began by creating a 
cross-functional team that employees 
joined part-time. Ultimately more than 500 
people participated, working on ideas in 
50 categories and achieving even more 
cost reductions than originally targeted. In 
short, the project was a big success, and it 
continues to produce results.

Dialogue—both institutionalized and infor-
mal—between the CHRO, the CFO, and 
the CEO is now a way of life at Tata Com-
munications. In time, as CHRO Goyal’s 
grasp of the business became evident, Ku-

18



mar made a bold move: He gave Goyal the 
additional responsibility of managing one 
of the company’s high-growth subsidiaries 
and made him part of the Innovation Coun-
cil, which identifies opportunities to invest 
in and incubate new businesses.

Regular G3 Meetings

If a G3 is to be effective, the CEO has to 
ensure that the triumvirate meets on a regu-
lar basis.

Weekly temperature taking.

The CEO, CFO, and CHRO should get to-
gether once a week to discuss any early 
warning signals they are picking up inter-
nally or externally about the condition of 
the social engine. Each of them will see 
things through a different lens, and pooling 
their thoughts will yield a more accurate 
picture. The three don’t have to be to-
gether physically—they can arrange a con-
ference call or video chat—but meeting fre-
quently is important. After about six 
weeks, and with discipline, such sessions 
could be finished in 15 to 20 minutes.

The CEO has to set the tone for these re-
views, ensuring that the discussion is bal-
anced and that intellectual honesty and in-

tegrity are absolute. It’s a given that both 
the CFO and the CHRO must be politically 
neutral to build trust, and they must never 
sacrifice their integrity to be the CEO’s 
henchmen. They must be willing to speak 
up and tell it like it is. Over time, each G3 
member will have a better understanding 
of the others’ cognitive lenses, discussions 
will be more fluid, and all three will learn a 
lot about the intricacies of the business. 
They will also become more comfortable 
correcting one another’s biases, more 
skilled at reading people, and more likely 
to get the right people in the right jobs.

Looking forward monthly.

The G3 should spend a couple of hours 
every month looking four and eight quar-
ters ahead with these questions in mind: 
What people issues would prevent us from 
meeting our goals? Is there a problem with 
an individual? With collaboration? Is a sen-
ior team member unable to see how the 
competition is moving? Is somebody likely 
to leave us?

Companies do operational reviews, which 
are backward-looking, at least quarterly. 
The objective here is to be predictive and 
diagnostic, looking forward not just at the 
numbers but also at the people side, be-
cause most failures and missed opportuni-
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ties are people-related. There may be or-
ganizational issues, energy drains, or con-
flicts among silos, particularly in the top 
two layers. Conflicts are inherent in matrix 
organizations; the G3 needs to know 
where they exist, whether they could affect 
progress on a new initiative, and how the 
leaders in charge are handling them. Prob-
ing such matters is not micromanagement 
or a witch hunt. It’s a means of finding the 
real causes of both good and poor perform-
ance and taking corrective action promptly 
or preemptively.

Planning three years out.

It is common practice to plan where the 
company needs to be in three years and to 
decide what new projects to fund and 
where to invest capital. Often missing from 
that process is exploration of the people 
questions: Will we have employees with 
the right skills, training, and temperament 
to achieve the targets? Will our people 
have the flexibility to adapt to changing cir-
cumstances? In most strategic planning, 
there is zero consideration of the critical 
players in the organization—or those work-
ing for competitors.

Discussion of people should come before 
discussion of strategy. (This is a practice 
that General Electric is known for.) What 

are employees’ capabilities, what help 
might they need, and are they the very 
best? The CEO and the CHRO of one com-
pany decided that for every high-leverage 
position that opened, they should have five 
candidates—three from inside, two from 
outside. Talent should always be viewed in 
a broad context. Consider who is excel-
ling, being let go, or being lured away, 
along with any other information that could 
affect your competitiveness or your rivals’.

New HR Leadership Channels

Some CEOs might be holding back on ele-
vating their CHROs because they lack con-
fidence in the HR leader’s business judg-
ment and people acumen. There’s a fear 
that HR chiefs aren’t prepared to discuss 
issues beyond hiring, firing, payroll, bene-
fits, and the like. That reservation must be 
met head-on by providing rich opportuni-
ties for CHROs to learn. Give them more 
exposure to the business side through 
meetings of the G3, and provide some 
coaching. If knowledge or skills gaps per-
sist, ask the CHRO how she might fill 
them. Some CHROs will rise to the occa-
sion. Others won’t measure up, and the 
supply of suitable replacements might be 
scarce at first. (The same issue applied in 
the 1980s to finding the right CFO types 
from the ranks of accounting.)
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An enduring solution is to create new ca-
reer paths for HR leaders to cultivate busi-
ness smarts and for business leaders to 
cultivate people smarts. Every entry-level 
leader, whether in HR or some other job, 
should get rigorous training in judging, re-
cruiting, and coaching people. And those 
who begin their careers in HR leadership 
should go through rigorous training in busi-
ness analysis, along the lines of what 
McKinsey requires for all its new recruits. 
There should be no straight-line leadership 
promotions up the functional HR silo. Aspir-
ing CHROs should have line jobs along the 
way, where they have to manage people 
and budgets.

All leaders headed for top jobs should alter-
nate between positions in HR and in the 
rest of the business. Make it a requirement 
for people in the top three layers of the 
company to have successfully worked as 
an HR leader, and the function will soon be-
come a talent magnet. Be sure that it isn’t 
just ticket punching. Those who have no 
feel for the people side are unlikely to suc-
ceed for long in high-level jobs.

The Transition to the New HR

Any CEO who is sold on the idea that peo-
ple are the ultimate source of sustainable 
competitive differentiation must take the 
rejuvenation and elevation of the HR func-
tion very seriously. Creating a mechanism 
that knits the CFO and the CHRO together 
will improve the business and expand the 
CEO’s personal capability. It won’t happen 
overnight—three years seems to us the 
minimum time required to achieve a shift 
of this magnitude. 

Stating the new expectations for the 
CHRO and the human resources function 
is a good place to begin. Creating ways to 
blend business and people acumen should 
follow. And redesigning career tracks and 
talent reviews will take the company fur-
ther still. But none of this will happen un-
less the CEO personally embraces the chal-
lenge, makes a three-year commitment, 
and starts executing.
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What trials unite not only Harry Potter or Frodo Baggins but 
many of literature's most interesting heroes? And what do ordi-
nary people have in common with these literary heroes? Mat-
thew Winkler takes us step-by-step through the crucial events 
that make or break a hero.

Movie 1.2  What makes a hero? - Matthew Winkler



Executive Coaching

The Very Real Dangers of Executive Coaching

by Steven Berglas

Over the past 15 years, it has become more and more popular to hire coaches for promis-
ing executives. Although some of these coaches hail from the world of psychology, a 
greater share are former athletes, lawyers, business academics, and consultants. No 
doubt these people help executives improve their performance in many areas. But I want 
to tell a different story. I believe that in an alarming number of situations, executive 
coaches who lack rigorous psychological training do more harm than good. By dint of their 
backgrounds and biases, they downplay or simply ignore deep-seated psychological prob-
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lems they don’t understand. Even more 
concerning, when an executive’s problems 
stem from undetected or ignored psycho-
logical difficulties, coaching can actually 
make a bad situation worse. In my view, 
the solution most often lies in addressing 
unconscious conflict when the symptoms 
plaguing an executive are stubborn or se-
vere.

Consider Rob Bernstein. (In the interest of 
confidentiality, I use pseudonyms through-
out this article.) He was an executive vice 
president of sales at an automotive parts 
distributor. According to the CEO, Bern-
stein caused trouble inside the company 
but was worth his weight in gold with cli-
ents. The situation reached the breaking 
point when Bernstein publicly humiliated a 
mail clerk who had interrupted a meeting 
to get someone to sign for a parcel. After 
that incident, the CEO assigned Tom Davis 
to coach Bernstein. Davis, a dapper 
onetime corporate lawyer, worked with 
Bernstein for four years. But instead of ex-
ploring Bernstein’s mistreatment of the sup-
port staff, Davis taught him techniques for 
“managing the little people”—in the most 
Machiavellian sense. The problem was 
that, while the coaching appeared to score 
some impressive successes, whenever 
Bernstein overcame one difficulty, he inevi-
tably found another to take its place.

Roughly six months after Bernstein and 
Davis finished working together, Bern-
stein’s immediate boss left the business, 
and he was tapped to fill the position. True 
to his history, Bernstein was soon em-
broiled in controversy. This time, rather 
than alienating subordinates, Bernstein 
was suspected of embezzlement. When 
confronted, he asked to work with his 
coach again. Fortunately for Bernstein, the 
CEO suspected that something deeper 
was wrong, and instead of calling Davis, 
he turned to me for help.

After just a few weeks of working with 
Bernstein, I realized that he had a serious 
narcissistic personality disorder. His behav-
ior was symptomatic of a sense of entitle-
ment run amok. It is not at all uncommon 
to find narcissists at the top of workplace 
hierarchies; before their character flaws 
prove to be their undoing, they can be very 
productive. Narcissists are driven to 
achieve, yet because they are so grandi-
ose, they often end up negating all the 
good they accomplish. Not only do narcis-
sists devalue those they feel are beneath 
them, but such self-involved individuals 
also readily disregard rules they are con-
temptuous of.

No amount of executive coaching could 
have alleviated Bernstein’s disorder. Narcis-
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sists rarely change their behavior unless 
they experience extraordinary psychologi-
cal pain—typically a blow to their self-
esteem. The paradox of Bernstein’s circum-
stance was that working with his executive 
coach had only served to shield him from 
pain and enhance his sense of grandiosity, 
as reflected in the feeling, “I’m so impor-
tant that the boss paid for a special coach 
to help me.” Executive coaching further 
eroded Bernstein’s performance, as often 
occurs when narcissists avoid the truth.

My misgivings about executive coaching 
are not a clarion call for psychotherapy or 
psychoanalysis. Psychoanalysis, in particu-
lar, does not—and never will—suit every-
body. Nor is it up to corporate leaders to 
ensure that all employees deal with their 
personal demons. My goal, as someone 
with a doctorate in psychology who also 
serves as an executive coach, is to 
heighten awareness of the difference be-
tween a “problem executive” who can be 
trained to function effectively and an “ex-
ecutive with a problem” who can best be 
helped by psychotherapy.

Many executive coaches, especially those 
who draw their inspiration from sports, sell 
themselves as purveyors of simple an-
swers and quick results.

The issue is threefold. First, many execu-
tive coaches, especially those who draw 
their inspiration from sports, sell them-
selves as purveyors of simple answers and 
quick results. Second, even coaches who 
accept that an executive’s problems may 
require time to address still tend to rely 
solely on behavioral solutions. Finally, ex-
ecutive coaches unschooled in the dynam-
ics of psychotherapy often exploit the pow-
erful hold they develop over their clients. 
Sadly, misguided coaching ignores—and 
even creates—deep-rooted psychological 
problems that often only psychotherapy 
can fix.

The Lure of Easy Answers

The popularity of executive coaching owes 
much to the modern craze for easy an-
swers. Businesspeople in general—and 
American ones in particular—constantly 
look for new ways to change as quickly 
and painlessly as possible. Self-help manu-
als abound. Success is defined in 12 sim-
ple steps or seven effective habits. In this 
environment of quick fixes, psychotherapy 
has become marginalized. And executive 
coaches have stepped in to fill the gap, of-
fering a kind of instant alternative. As man-
agement guru Warren Bennis observes, “A 
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lot of executive coaching is really an ac-
ceptable form of psychotherapy. It’s still 
tough to say, ‘I’m going to see my thera-
pist.’ It’s okay to say, ‘I’m getting counsel-
ing from my coach.’” more

To achieve fast results, many popular ex-
ecutive coaches model their interventions 
after those used by sports coaches, em-
ploying techniques that reject out of hand 
any introspective process that can take 
time and cause “paralysis by analysis.” 
The idea that an executive coach can help 
employees improve performance quickly is 
a great selling point to CEOs, who put the 
bottom line first. Yet that approach tends 
to gloss over any unconscious conflict the 
employee might have. This can have disas-
trous consequences for the company in 
the long term and can exacerbate the psy-
chological damage to the person targeted 
for help.

Consider Jim Mirabella, an executive ear-
marked for leadership at an electronic 
games manufacturer. Ever since the CEO 
had promoted him to head of marketing, 
Mirabella had become impossible to work 
with. Colleagues complained that he 
hoarded information about company strat-
egy, market indicators, sales forecasts, 
and the like. The theory circulating through 
the grapevine was that Mirabella’s aim was 

to weaken junior executives’ ability to 
make informed contributions during inter-
divisional strategic-planning sessions. He 
was assigned an executive coach.

At first meeting, coach Sean McNulty was 
impressive. He had a bodybuilder’s phy-
sique and a model’s face. Although he had 
been cocaptain of the football team at the 
Big Ten university he had attended, 
McNulty always knew that he was too 
small for professional sports and not studi-
ous enough for medicine or law. But realiz-
ing he had charisma to spare, McNulty de-
cided, while an undergraduate business 
major minoring in sports psychology, that 
he would pursue a career in executive 
coaching. After earning an MBA from a 
leading university, McNulty soon became 
known in the local business community as 
a man who could polish the managerial 
skills of even the ugliest of ducklings.

McNulty’s mandate was to shadow Mira-
bella 24/7 for as long as needed to ensure 
that he would grow into his position. From 
the start of their relationship, McNulty and 
Mirabella had two private meetings a day 
during which McNulty analyzed Mirabella’s 
behavior and role-played effective styles 
for mastering interpersonal situations that 
Mirabella did not handle well. True to his 
jock background, McNulty reacted to Mira-
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bella’s avowals of ineptitude and anxiety 
with exhortations. “Quitters never win, and 
winners never quit” was a favorite com-
ment of his, but at times McNulty would 
also chide Mirabella for being a “weakling” 
who needed to “act like a man” to deal 
with the demands of his preordained role 
within the company.

By dint of McNulty’s force of personality or 
indefatigability, Mirabella stopped fighting 
his coach’s efforts to toughen him up. To 
all outward appearances, Mirabella began 
acting like the assertive executive he 
wasn’t. Once McNulty saw Mirabella’s be-
havior change, he told the CEO that Mira-
bella was now up to the job. But within a 
week of ending his meetings with McNulty, 
Mirabella became severely depressed. At 
that point, he turned to me for help.

I soon realized that Mirabella wasn’t trying 
to sabotage his colleagues in order to get 
ahead. In fact, he felt he was moving 
ahead too fast. Mirabella was convinced 
that he had only been promoted because, 
like the company’s CEO, he was an Italian-
American. Mirabella believed that he 
hadn’t earned his success but had it im-
posed on him because of the CEO’s wish 
for an appropriate heir to the throne. As a 
result, Mirabella felt enormously anxious 
and angry. “Why should I be forced to over-

achieve just so I can fulfill my boss’s 
dream to keep the company in the hands 
of Italians?” he demanded.

An even more important component of 
Mirabella’s emotional struggle, though, 
was his morbid fear of failure. He ob-
sessed that the leadership style he had de-
veloped belonged to his coach—not to 
him—and he dreaded being exposed as a 
fake.

Had Mirabella’s coach been less sports 
driven—or better versed in interpersonal 
psychology—he could have anticipated 
that all the learned bravado in the world 
could never prepare Mirabella for the role 
he was assigned to fill. Mirabella needed 
someone who would listen to his fears and 
analyze their origins. In the end, Mirabella 
could function effectively only if his ad-
vancement was predicated on his own de-
sires and leadership style—not on some-
one else’s. Once he was able to deal with 
his inner conflicts related to those issues, 
Mirabella’s career proceeded without inci-
dent.

The Snare of Behaviorism

Even when coaches adopt a more empiri-
cally validated approach than McNulty did, 
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they still tend to fall into the trap of treating 
the symptoms rather than the disorder. 
That’s because they typically derive their 
treatments from behavioral psychology. Of 
course, behaviorism has been a great 
boon to psychiatry in recent years. Find-
ings from this discipline have helped peo-
ple enormously in controlling specific be-
haviors and learning to cope in particular 
situations. But treatments derived from be-
havioral psychology are sometimes too lim-
ited to address the problems that disrupt 
executives’ ability to function.

One of the most popular behaviorist solu-
tions is assertiveness training. This tech-
nique is most often used to help individu-
als cope with situations that evoke intense 
negative feelings—for example, helping 
drug addicts to “just say no” to tempta-
tion. Executive coaches use assertiveness 
training in a number of contexts. For in-
stance, many coaches working with execu-
tives who appear to be lacking confidence 
employ the technique in an effort to get 
them to perform better. Unfortunately, 
learning effective responses to stressors 
often fails to help corporate executives 
deal with their intrapsychic pressures.

Take Jennifer Mansfield, vice president of 
training and development at a large soft-
ware manufacturer. An acknowledged 

workaholic, Mansfield had followed a tradi-
tional path within her corporation, rising 
through the ranks by fulfilling every assign-
ment with stellar results. When she was 
promoted to a managerial position, how-
ever, Mansfield’s self-confidence began to 
slip. As a boss, she found it hard to dele-
gate. Accustomed to delivering 110%, she 
was loath to cede control to her direct re-
ports. She also found it impossible to give 
negative feedback. As a consequence, her 
work and that of her subordinates started 
to suffer, and she was missing deadlines.

Her boss presumed Mansfield was having 
an assertiveness problem, so he hired a 
coach from a consulting firm that special-
ized in behavioral treatments to work with 
her. The coach assumed that Mansfield 
needed to learn to set limits, to construc-
tively criticize her subordinates, and to 
avoid the trap of doing other people’s work 
for them. Within two months of what her 
coach deemed successful training, Mans-
field began to lose weight, grow irritable, 
and display signs of exhaustion. At the 
time, I happened to be coaching the soft-
ware company’s COO, and he asked me to 
talk to her. It didn’t take long to see how as-
sertiveness training had unearthed a prob-
lem Mansfield had managed to keep under 
wraps for years.
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Companies have a very tough time dealing 
with workaholics like Mansfield. Such indi-
viduals tend to sacrifice social and avoca-
tional pursuits in favor of work, and busi-
nesses value their productivity. It’s hard to 
realize that these people have struck a 
Faustian bargain: trading success for “a 
life.” 

Mansfield became a workaholic because 
she harbored a tremendous fear of inti-
macy. Although she was young, attractive, 
and likable, her parents’ divorce and her 
mother’s subsequent emotional suffering 
(communicated to Mansfield as “all men 
are bastards”) left her fearful of forming inti-
mate relationships with men. Those were 
easy for her to avoid when she managed 
discrete projects by putting in 80-hour 
work-weeks. But Mansfield could no 
longer do so when she became the man-
ager of 11 professionals, seven of whom 
were men. For the first time in her career, 
males were showering her with attention, 
and the consequences were extremely dis-
ruptive.

Mansfield could neither comprehend nor 
cope with the attention she received once 
promoted to the role of boss. While most 
managers would view the schmoozing and 
lobbying for attention that her reports en-
gaged in as office politics, Mansfield saw 

these attempts at currying favor as trial bal-
loons that might lead to dating. She was 
not being sexually harassed; Mansfield 
was merely experiencing interpersonal ad-
vances that threatened the protective for-
tress she had erected against feelings of 
intimacy. The better Mansfield managed 
the men in her division—and the more her 
constructive feedback improved their 
work—the more intimate they appeared to 
become as a natural outcome of their ap-
preciation.

I passed this diagnosis along to the execu-
tive vice president of human resources, 
and he concurred. Mansfield’s coaching 
ceased, and after her boss and I con-
ducted a carefully crafted intervention he 
agreed to seek outpatient psychotherapy. 
Several years later, Mansfield was thriving 
as a manager, and she had developed a 
more fulfilling personal life.

Not all executive coaches are as indifferent 
as Mansfield’s was to underlying psycho-
logical disturbances. But those oversights 
are common when coaches focus on prob-
lems rather than people. Such coaches 
tend to define the problems plaguing an ex-
ecutive in the terms they understand best. 
If all you have is a hammer, everything 
looks like a nail.
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The Trap of Influence

Executive coaches are at their most dan-
gerous when they win the CEO’s ear. This 
puts them in a position to wield great 
power over an entire organization, a sce-
nario that occurs with disturbing fre-
quency. Since many executive coaches 
were corporate types in prior lives, they 
connect with CEOs far more readily than 
most psychotherapists do. They are fluent 
in business patois, and they move easily 
from discussions of improving an individ-
ual’s performance to conducting interven-
tions that can help entire business units 
capture or retain market share. Unless 
these executive coaches have been 
trained in the dynamics of interpersonal re-
lations, however, they may abuse their 
power—often without meaning to. Indeed, 
many coaches gain a Svengali-like hold 
over both the executives they train and the 
CEOs they report to, sometimes with disas-
trous consequences.

Many coaches gain a Svengali-like hold 
over both the executives they train and the 
CEOs they report to, sometimes with disas-
trous consequences.

Take Rich Garvin, the CEO of an athletic 
shoe manufacturing company with sales in 
excess of $100 million a year. Despite his 

company’s size, Garvin had never hired a 
coach for any of his direct reports. He 
knew that his HR director used trainers 
and coaches, but Garvin was a finance 
guy first and foremost. And since the ath-
letic shoe industry was flying high, he left 
personnel matters to those who were paid 
to worry about them. But in the late 1990s, 
the market for athletic shoes collapsed. In 
Garvin’s world, the most immediate casu-
alty was his COO, who snapped under the 
strain of failing to meet sales estimates for 
three consecutive quarters. The COO be-
gan venting his frustration on store manag-
ers, buyers, and suppliers.

Garvin was under the gun during this diffi-
cult time, so he skipped the usual steps 
and sought the services of an executive 
coach on his own. He picked someone he 
knew well: Karl Nelson, whom Garvin had 
worked with at a major consulting firm 
when they were both starting their careers 
as freshly minted MBAs. Garvin thought he 
could trust Nelson to help manage his 
COO’s anger and to mentor him through 
the storm. He also liked the sound of Nel-
son’s coaching approach. It was based on 
a profiling system that diagnosed manag-
ers’ strengths and weaknesses and 
charted career tracks that would optimize 
individual managers’ productivity. This sys-
tem was similar to the Myers-Briggs inven-
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tory, with many of psychologist Abraham 
Maslow’s self-actualization principles 
thrown in. Garvin believed that Nelson and 
his system could help the COO.

Within six months of taking the assign-
ment, Nelson claimed that the once-raging 
COO was calm and capable of fulfilling his 
duties. While this successful outcome was 
aided in large part by the athletic shoe in-
dustry’s recovery, Garvin was nevertheless 
impressed with his friend’s accomplish-
ments. When Nelson suggested that he ap-
ply the profiling system to all the com-
pany’s key executives, Garvin didn’t give it 
a second thought.

During the next year, Nelson suggested a 
number of personnel changes. Since those 
came with the CEO’s backing, the HR di-
rector accepted them, no questions asked. 
Because she was afraid to buck the CEO’s 
handpicked adviser, the personnel director 
also said nothing about the problems that 
ensued. These stemmed from Nelson’s ex-
clusive reliance on his profiling system. For 
example, in recommending the promotion 
of one East Coast store manager to re-
gional director of West Coast sales, Nelson 
ignored the man’s unfamiliarity with the re-
gion and the people he was appointed to 
manage. Not surprisingly, that move—and 
many of Nelson’s other ill-conceived selec-

tions—bombed. To compound the prob-
lem, word of Nelson’s status and his often 
horrific recommendations circulated 
through the company like wildfire, leading 
many people to both fear and resent his un-
due influence over Garvin. The negative 
emotions Nelson generated were so in-
tense that underperforming, newly pro-
moted managers became the targets of an 
undeclared, but uniformly embraced, pat-
tern of passive-aggressive behavior by the 
rank and file. Such behaviors ranged from 
not attending meetings to botching orders 
to failing to stock goods in a timely man-
ner.

Psychiatrists who’ve studied the Vietnam 
War are all too familiar with this type of hos-
tile reaction to ineffectual leaders. Lieuten-
ants fresh from ROTC training were hazed, 
sometimes even killed, by veteran troops 
who resented what they perceived to be 
an illegitimate attempt by the “F—ing New 
Guy” (FNG) to exercise authority. Military 
psychiatrists soon realized that these FNG 
lieutenants, clueless about the laws that 
governed life on the front lines, had been 
pulling rank in an effort to assert authority. 
The troopers did not take this well. In their 
view, the new lieutenants did not stack up 
to their predecessors, who had learned to 
let their hair down. To address the FNG 
syndrome, the military cautioned lieuten-
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ants to take it easy until the troopers ac-
cepted that they had developed field cre-
dentials.

When Garvin was confronted by a second 
decline in sales, this one precipitated by 
the FNG syndrome, he had no idea that 
Nelson’s activities had caused the prob-
lem. In fact, because he believed that Nel-
son was expert in all matters of personnel 
functioning and efficiency, Garvin in-
creased his reliance on his friend’s coun-
sel. He had become a victim of what, in 
the language of psychiatry, is called “trans-
ference”—a dynamic that gave Nelson ex-
traordinary psychological power over 
Garvin.

Most people understand transference as 
“falling in love” with one’s therapist. While 
this can be a manifestation, it paints an in-
complete picture of the phenomenon. 
Transference can be positive or negative. 
Essentially, it is a powerful feeling for some-
one whose traits mirror those of a signifi-
cant person—typically a parent—from 
one’s past. Garvin formed a positive trans-
ference toward Nelson (who “saved” his 
COO). That placed Garvin in the role of an 
information-dependent child vis-à-vis an 
expert parent. Garvin relied on his coach 
to come up with best practices for han-
dling problem executives. CEOs often form 

these sorts of relationships with their 
coaches.

Not all CEOs experience transference. 
Even so, coaches can easily expand their 
influence—from training to all-purpose ad-
vising—because CEOs don’t like to lose 
face. Company leaders understand what 
coaches do and often feel personally re-
sponsible for selecting them. As a result, 
they feel more accountable for their 
coaches’ successes or failures than they 
would if a psychotherapist were assigned 
to the case. 

In the same vein, when the CEO personally 
endorses a business plan, a number of psy-
chological factors conspire to make it diffi-
cult to abandon that plan. Garvin was con-
fronted with that situation when he author-
ized systemwide use of Nelson’s personnel 
development procedures.

Garvin’s story had a happy ending. Eventu-
ally he was persuaded to bring in a consult-
ing firm to address the problems besetting 
his company. On the consultants’ recom-
mendation, he terminated Nelson’s con-
tract, and the FNG syndrome ceased. Not 
all CEOs are that lucky.
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The Importance of Expertise

To best help their executives, companies need to draw on the 
expertise of both psychotherapists and executive coaches 
with legitimate skills. At a minimum, every executive slated to 
receive coaching should first receive a psychological evalua-
tion. By screening out employees not psychologically pre-
pared or predisposed to benefit from the process, companies 
avoid putting executives in deeply uncomfortable—even dam-
aging—positions. Equally important, companies should hire in-
dependent mental health professionals to review coaching out-
comes. This helps to ensure that coaches are not ignoring un-
derlying problems or creating new ones, as Nelson did.

Psychological assessment and treatment are no silver bul-
let—and can in fact be gratuitous. For instance, a coach who 
trains executives to enhance their strategic-planning abilities 
need not be a psychiatrist. But don’t assume that all execu-
tives who have planning problems lack the necessary skills. 
Can a psychological disorder interfere with developing a busi-
ness plan? Absolutely, if the client suffers from clinical depres-
sion, which is known to block one’s ability to engage in con-
structive, goal-oriented behavior. Without safeguards to pre-
vent coaches from training those whose problems stem not 
from a lack of skills but from psychological problems, the ex-
ecutives being coached and the companies they work for will 
suffer.

I’m not telling you it’s 

going to be easy, i’m 

telling you it’s going to 

be worth it. 
 
- Anonymous
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The Economics of Executive Coaching

Executive coaching is a major growth industry. At least 10,000 
coaches work for businesses today, up from 2,000 in 1996. 
And that figure is expected to exceed 50,000 in the next five 
years. Executive coaching is also highly profitable; employers 
are now willing to pay fees ranging from $1,500 to $15,000 a 
day. That’s a lot more than any psychotherapist could even 
dream of charging. Why are companies willing to pay so much 
more for their coaches?

The answer is simple: Executive coaches offer seemingly 
quick and easy solutions. CEOs tell me that what they fear 
most about psychotherapy is not the cost in dollars but the 
cost in time. A coaching engagement typically lasts no more 
than six months. Psychotherapy, by contrast, is seen as a 
long-term treatment; people joke that it takes six months for 
therapist and patient just to say hello. What’s more, therapy re-
quires a greater time commitment than the standard 50-
minute sessions; it also involves travel to and from the thera-
pist’s office, taking even more time away from work.

If coaching fails to cure a problem in six months, it can be-
come very expensive indeed. Take the case of Tom Davis, the 
coach who worked with Rob Bernstein, the executive VP of 
sales at an automotive parts distributor. Let’s assume Davis 
charged a relatively low per diem of $1,500. Over the four 
years of his engagement—which ultimately did not solve Bern-
stein’s problems—he would have picked up at least $45,000 
in fees. That sum would have purchased 450 hours with a 
competent therapist—about ten years’ worth of weekly ses-
sions.

It’s not only what we 

do, but also what we 

don’t do, for which we 

are accountable. 
 
- Moliere
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Dirtiest Hotels of 2009 by Dan Heath

I got a broadcast email one day from TripAdvisor. I was just 
about to delete it when I noticed the subject line: The Dirtiest 
Hotels of 2009. That gave me pause. I read some of the quotes 
from people who’d stayed in these hotels: One said: "I have 30 
bites from bugs in Room 919." And I had to click through. I had 
no choice. I had to know what the hotels were—and had I 
stayed at any of them? Are any of them in my hometown? You 
got me, TripAdvisor.

This ad worked because it made me curious. And believe it or 
not, there’s actually a theory of how you can generate curiosity. 
It’s from George Loewenstein at Carnegie Mellon University. 
He said curiosity comes from a gap between what we know 
and what we want to know. And if you make people aware that 
the gap exists, it causes a kind of itch—it’s unpleasant. To 
make that itch go away, we’ll do some work to find the answer. 
TripAdvisor opened a gap in mind that I had to close—I had to 
know what those hotels were, and I was willing to work to get 
the answer. I suspect their click-thru rates on that ad were 
crazy.

Movie 1.3  A Lesson in Sparking Curiosity



Wild West

The Wild West of Executive Coaching

by Stratford Sherman and Alyssa Freas

When the senior vice president for organizational development at a leading U.S. bank first 
sought executive coaches for a few senior leaders, she faced a stampede. Kicking up dust 
were hundreds of applicants with wildly diverse qualifications, each expecting an inter-
view. To make the selection process manageable, the VP established arbitrary criteria: Can-
didates needed some sort of coaching certification, plus five years of coaching experience 
at Fortune 500 financial services companies. The executive readily admitted to having no 
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evidence that these criteria would identify 
good coaches. “I have to screen people 
somehow,” she said. “So I am making stuff 
up.”

Such is life in the untamed terrain of execu-
tive coaching. Like the Wild West of yester-
year, this frontier is chaotic, largely unex-
plored, and fraught with risk, yet im-
mensely promising. Reliable information 
about executive coaching is scarce, mainly 
because major companies did not use 
coaching much before the 1980s. Last 
year, Anthony M. Grant, who teaches 
coaching psychology at the University of 
Sydney, Australia, surveyed research on 
coaching of all kinds. He located only 131 
peer-reviewed studies published since 
1937. Of these, just 56 were empirical, and 
few met standards of reliable methodol-
ogy. “In general,” Grant said, “the quality 
of the research is extremely poor.” Al-
though capable scholars are now crowd-
ing into the field, years may pass before 
they can map out authoritative guides for 
coaching.

Meanwhile, companies that use coaches 
to help their top executives become more 
effective must chart their own courses. No 
one has yet demonstrated conclusively 
what makes an executive coach qualified 
or what makes one approach to executive 

coaching better than another. Barriers to 
entry are nonexistent—many self-styled ex-
ecutive coaches know little about busi-
ness, and some know little about coach-
ing. At best, the coaching certifications of-
fered by various self-appointed bodies are 
difficult to assess, while methods of meas-
uring return on investment are question-
able. “I don’t think ROI is ever going to be 
able to measure the true success of coach-
ing, so we assess the value with qualitative 
data,” says Wendy Gabriel, the manager of 
executive coaching at Deloitte & Touche 
USA. What is clear is that the market has 
spoken. Many of the world’s most admired 
corporations, from GE to Goldman Sachs, 
invest in coaching. Annual spending on 
coaching in the United States is estimated 
at roughly $1 billion.

No one has yet demonstrated conclusively 
what makes an executive coach qualified or 
what makes one approach to executive 
coaching better than another.

The growing popularity of executive coach-
ing is a response to compelling needs. 
Many of the new business practices that 
so greatly improved productivity in recent 
decades also introduced contradictions 
into the relationships between corpora-
tions and their top executives. The most 
bedeviling of these has been a gradual 
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warping of the traditional alignment of com-
panies and their leaders. Developing more 
fruitful ways for businesses and executives 
to work together has become a priority 
and a new source of economic value.

It was long overdue. For centuries, busi-
nesses thrived while treating employees as 
commodities. Laborers were “hands,” a 
status scarcely superior to that of horses 
or oxen. With the publication of The Princi-
ples of Scientific Management in 1911, Fre-
derick Winslow Taylor extended this dehu-
manization to include executives, arguing 
that even great individual leaders will be 
bested by efficiently organized groups of 
“ordinary men.” He wrote, “In the past the 
man has been first; in the future the sys-
tem must be first.” By 1956, when William 
Whyte styled the executive of his age as 
the “organization man,” the transformation 
of leaders into commodities had gone 
about as far as it could.

What might be called the rehumanization 
of executives began during the 1970s, 
when successive waves of change—includ-
ing the globalization of competition, a 
growing demand for services, and the ac-
celeration and restructuring of business 
processes through information technol-
ogy—battered traditional organizations. 
Struggling to respond, U.S. corporations 

launched a vast, decades-long rethinking 
of organizational structures and work proc-
esses. Among the casualties were employ-
ees suddenly deemed redundant. The de-
mise of job security created a new career 
model—Me, Inc.—which eliminated loyalty 
to employers.

Nowhere did this idea take hold more pow-
erfully than in the executive suite. At the 
same time, companies seeking speed and 
competitive agility were granting leaders 
unprecedented influence by delegating to 
them vastly more autonomy and authority. 
Increasingly, attention was focused on the 
unique value embodied in specific human 
beings. That balding CFO was no longer a 
commodity but a living vessel of “intellec-
tual capital”—a resource regarded as no 
less precious than money itself.

For their part, managers of leaner, faster-
moving organizations began to recognize 
the need for a subtler set of competencies: 
the communication and relationship skills 
required to influence and energize employ-
ees, adaptability to rapid change, and re-
spect for people of diverse backgrounds. 
Today, executives expect emotional intelli-
gence from supervisors and colleagues 
but find it’s in scarce supply. more
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Despite all the progress made in other busi-
ness disciplines, and all the preaching by 
charismatic business gurus, today’s corpo-
rations remain ill-equipped to resolve 
whole categories of employee-related di-
lemmas. For instance, objective assess-
ments and candid feedback are seen as es-
sential to executives’ development, yet su-
pervisors of all ranks generally don’t pro-
vide such feedback to subordinates. Why 
don’t they? Candor generates emotion, 
and emotion can be scary.

Some companies have found new ways to 
structure mutually satisfactory relation-
ships with their best people and to foster 
their employees’ development in line with 
organizational goals. Many others have 
not. Companies still groping for solutions 
need something management science 
lacks: a systematic means of engaging 
with senior leaders as individuals.

Enter executive coaching.

Why Executive Coaching Works

Unlike most business processes, which 
tend to reduce information to abstractions, 
executive coaching engages with people 
in customized ways that acknowledge and 
honor their individuality. It helps people 
know themselves better, live more con-
sciously, and contribute more richly. The 

essentially human nature of coaching is 
what makes it work—and also what makes 
it nearly impossible to quantify.

Executive coaching is distinct from other 
types of coaching. The broader field of 
coaching includes life planning, career 
counseling, health and nutritional advice, 
New Age aura readings, and training in 
skills from public speaking to flirtation. We 
don’t do that stuff. Our role is to help 
“coachees”—the people being coached—
produce business results for their employ-
ers. Executive coaching is also distinct 
from psychotherapy; indeed, people who 
need therapy tend to make poor candi-
dates for coaching. That said, most execu-
tive coaching is intellectually indebted to a 
small number of disciplines, including con-
sulting, management, organizational devel-
opment, and psychology.

At the most basic level, coaches serve as 
outsourced suppliers of candor, providing 
individual leaders with the objective feed-
back needed to nourish their growth. The 
data often come from 360-degree surveys 
of the people who work most closely with 
a given individual—a boss, peers, and di-
rect reports—and sometimes customers or 
family members. Well-constructed 360s 
can identify particular behaviors with great 
precision and link them to corporate goals, 
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values, and leadership models. By aggre-
gating subjective judgments and making 
them anonymous, 360s generate statistical 
data with a helpful patina of objectivity and 
legitimacy. While the judgments are not al-
ways fair, they represent actual percep-
tions. For that reason, 360s can provide 
priceless insight into the subject’s interper-
sonal environment. Even coaches of mod-
est attainment can add value by delivering 
such information.

It is remarkable how many smart, highly 
motivated, and apparently responsible peo-
ple rarely pause to contemplate their own 
behavior. Often more inclined to move on 
than to reflect deeply, executives may 
reach the top ranks without addressing 
their limitations. Coaching gets them to 
slow down, gain awareness, and notice 
the effects of their words and actions. That 
enables coachees to perceive choices 
rather than simply react to events; ulti-
mately, coaching can empower them to as-
sume responsibility for their impact on the 
world.

Coach ing doesn ’t end w i th se l f -
awareness. It is a form of active learning 
that transfers essential communication 
and relationship skills. Strategic coaching 
should integrate personal development 
and organizational needs. This approach 

can help leaders adapt to new responsibili-
ties, reduce destructive behaviors, improve 
retention with a perceived perk, enhance 
teamwork, align individuals to collective 
goals, facilitate succession, and support 
organizational change. Systematic coach-
ing programs, reaching whole cadres of ex-
ecutives, provide a disciplined way for or-
ganizations to deepen relationships with 
their most important employees while in-
creasing their effectiveness. The most valu-
able coaching fosters cultural change for 
the benefit of the entire organization. more

Working the Triangle

Our executive coaching consists of highly 
personal one-on-one and team interven-
tions between coaches and senior execu-
tives, and it usually lasts several months. 
Such coaching is fundamentally a busi-
ness proposition. Its purpose is to produce 
learning, behavioral change, and growth in 
the coachee for the economic benefit of a 
third party—the client that employs the 
coachee. On a personal level, we are 
deeply committed to helping our coachees 
lead better lives, but coaching succeeds 
only when that benefit comes in addition 
to business results.

Coaching creates a triangular relationship 
between the coach who provides the serv-
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ice, the coachee who receives the coach-
ing, and the client that pays the coaching 
bills. The client actually is a collection of in-
terested parties, usually including the 
coachee’s boss—a key player—and the hu-
man resources department. The work suc-
ceeds when all the people involved agree 
on explicit goals that genuinely further 
their own interests as well as the common 
good.

To understand how the triangular relation-
ship works, consider Saphra Marker (we 
have changed all the names in our exam-
ples to protect our clients’ identities), an ex-
ecutive vice president at a leading financial 
services company: forward-thinking, ra-
tional, extremely competent—and volatile. 
When her coaching began, she was up for 
a promotion to a high rank on the firm’s 
leadership council. Saphra’s boss, Will 
Powers, was her strongest supporter, but 
he also perceived she had significant devel-
opment issues. The company was dedi-
cated to teamwork, but Saphra, a hard-
driving former accountant, was reluctant to 
share resources, frequently abrasive with 
colleagues, and often “too busy” to de-
velop her direct reports. A couple of Sa-
phra’s colleagues were consciously avoid-
ing her in an unspoken standoff that was 
gumming up important work. The client de-
cided to get involved. Will asked an HR 

specialist to get Saphra a coach. From a 
roster selected by HR to match her needs, 
Saphra chose someone to work with.

Coaching persuaded Saphra to take stock. 
Her 360-degree feedback confirmed both 
her outstanding abilities and the problems 
Will had observed. Analyzing the feedback 
with her coach, Saphra realized that her be-
havior was inhibiting her progress. Like 
most coachees, she was stung by the 
straight talk and needed courage and com-
passionate support to confront herself. 
Once she digested the feedback, though, 
Saphra was ready to change. Together 
with her coach, she focused on three ar-
eas for improvement: maintaining compo-
sure under pressure, mentoring direct re-
ports, and developing more trusting rela-
tionships with peers.

Saphra took the coaching plan to Will and, 
after incorporating his suggestions, won 
his agreement. Then Saphra and her 
coach began their private work together. 
For example, Saphra’s coach asked her to 
keep a journal, noting each time she lost 
her cool, along with the person involved, 
the provocation, her responses, and the 
outcome. By discussing her issues more 
or less candidly with Will and her col-
leagues, Saphra created a network of peo-
ple interested in supporting her ongoing 
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growth. Simple stuff, but it was enough to 
help Saphra dig herself out of the hole. By 
the end of her coaching, Saphra had mas-
tered the basic mechanics of keeping her 
cool, mentoring subordinates, and 
strengthening relationships with peers. 
She also had acquired a precious new 
skill: the ability to monitor her behavior and 
consciously adjust it as needed. And, yes, 
she got the promotion.

In this instance, the coaching worked be-
cause the triangular nature of the coaching 
relationship was acknowledged right from 
the start. The coach focused on business 
objectives. Will helped shape those objec-
tives. And, significantly, Saphra was deter-
mined to learn and change. The stars were 
aligned.

Qualification, Qualification, Qualification

The intervention with Saphra succeeded, 
but what about bad coaching? Obviously, 
it is widely available, wastes lots of money, 
and can even do harm. All three parties in 
a triangular relationship—the coach, the 
coachee, and the client—can contribute to 
failure. The best way to maximize the likeli-
hood of good results is to qualify all three 
parties. Even novice clients recognize the 
need to assess coaches’ qualifications, 
though they may not know how to do it. 

But clients are far less likely to consider 
coachees’ qualifications—or their own.

Let’s start with the client. Long before se-
lecting a vendor, a potential client should 
candidly examine itself and ask, “What is 
the point of the coaching program?” Com-
panies can back into coaching with no 
plan at all. A senior executive hears good 
things about coaching and unilaterally de-
cides to try it. Or HR arranges coaching, in 
ones and twos, for individuals at risk of de-
railing. Only after a tangle of inconsistent, 
ad hoc coaching reveals itself does any-
one stop to establish policies and goals. 
more

Start with clear intentions about how 
coaching will further important goals. Once 
the end is in mind, design systems to sup-
port it. If you want coaching to advance 
strategic aims or embed values, think 
about how to integrate coaching with other 
initiatives and systems, such as compensa-
tion, evaluation, and job assignment. Many 
HR professionals struggle to sustain coach-
ing programs on their own, but they 
shouldn’t have to do that. For coaching to 
command serious attention from the busy 
executives it aims to help, it needs top-
level support and visible links to business 
imperatives.
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Let’s turn now to the coaches. The best 
ones ground their work in the coachee’s en-
vironment: relationships at all levels, plus 
the values, goals, and dynamics of the cli-
ent’s business. An effective coach helps a 
coachee achieve agreed-upon goals, while 
also transferring the knowledge and skills 
needed to sustain ongoing development. 
Like good parents, good coaches foster in-
dependence.

Great coaches sniff out hidden truths. 
They tend to be curious and ask penetrat-
ing questions. The ability to turn over 
rocks and discover what lies beneath is 
critical because business conversa-
tions—including briefings to coaches—of-
ten omit essential issues. For instance, the 
CEO of a privately held manufacturer 
brought us in without revealing that he 
wanted his son to replace him as CEO—or 
that the other family members on the com-
pany’s board of directors viewed the son 
as unqualified. This set of hidden agendas 
proved to be far more important than the 
overt issues our coaching program was 
supposed to address.

Accomplished coaches that have different 
backgrounds, relying on widely varying 
techniques, can produce similar results. 
Until a body of knowledge about coaching 
wins acceptance, we’ll remain skeptical of 

current efforts to introduce universal stan-
dards and high barriers to entry. For now, 
clients will best serve their needs by evalu-
ating coaches individually.

Because no universally reliable credential 
exists to identify capable coaches, that 
task requires subtlety. References from pre-
vious clients and coachees always merit 
careful review. But coaching remains as 
much art as science, best practiced by indi-
viduals with acute perception, diplomacy, 
sound judgment, and the ability to navi-
gate conflicts with integrity. Perhaps the 
most important qualifications are character 
and insight, distilled as much from the 
coach’s personal experience as from for-
mal training. Pay close attention to chemis-
try and the matching of coach to coachee. 
In certain situations, a coach’s doctorate 
degree, or prior experience as a CEO, or 
background in psychology may indeed be 
highly relevant. In other situations, a coach 
with the same credentials may be inappro-
priate. Mental health professionals are 
swelling the ranks of executive coaches 
and many do excellent work. But a skilled 
psychologist may be, for example, too na-
ive about business to win an executive’s 
trust.

Finally, it’s important to qualify the execu-
tive to be coached. More companies 
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should adopt the systematic approach of 
LSG Sky Chefs, a Lufthansa subsidiary 
that provides food services globally. No 
leader at LSG Sky Chefs gets coaching un-
til an internal panel has evaluated his readi-
ness and suitability for coaching and ap-
proved a preliminary plan showing how 
coaching will deliver results. In a less ideal 
environment, a client can try to identify 
coaching candidates by answering these 
basic questions: Is the executive moti-
vated? Can we identify an important devel-
opment need? Is the executive coachable? 
Does she have support? Is he valuable 
enough to justify the cost of coaching?

When qualifying potential candidates, re-
member that people need motivation and 
commitment to benefit from coaching. 
Think about it: The coachee does the hard 
work, while everyone else contributes from 
the sidelines. The only time we’d recom-
mend inducing someone to get coaching 
involuntarily is when an entire layer of man-
agement receives coaching as part of a 
larger strategic effort.

Clients should consider coaching to meet 
candidates’ development needs—to ad-
dress potential problems and growth op-
portunities. For instance, coaching can 
help leaders in transition, such as those 
moving from jobs in operations to posi-

tions of enterprise leadership that require 
“soft” interpersonal skills as well as execu-
tion ability. But coaching cannot amelio-
rate deep-seated psychological problems, 
such as chronic depression. We try not to 
take on problems we can’t solve, and 
when an executive needs help that we 
can’t provide, we suggest engaging profes-
sionals with appropriate qualifications. 
Whatever the situation, when qualifying an 
executive, clients should make sure that 
coaching is something the executive really 
wants—and that her efforts to change and 
grow will be appreciated and nourished by 
her boss and critical colleagues. Such sup-
port is what sustains and enhances the 
benefits of coaching.

Hakim Alaoui was a gifted financier hired 
from outside who had undercut his suc-
cess with a brusque, seemingly selfish 
manner that alienated his new colleagues. 
The CEO, who valued Hakim, wanted him 
“fixed.” In this case, the coach had to de-
termine whether Hakim, who knew he was 
in trouble, actually wanted to cultivate a 
more collegial style. Discussing his options 
with the coach, Hakim realized that com-
bining his outstanding professional skills 
with better relationships at work could 
make him substantially more valuable—re-
gardless of which company employed him. 
So he committed himself to the coaching 
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process with a zeal that reflected his out-
sized ambition and favorably impressed 
the CEO. After three months of coaching 
and corporate support, Hakim started help-
ing colleagues. He began sponsoring 
teams that worked across organizational 
boundaries, even in cases where the 
teams’ work helped the company at the ex-
pense of Hakim’s own area. People started 
to enjoy collaborating with him. Last we 
heard, Hakim was still with the company 
and thriving.

It goes without saying that in qualifying 
coaching candidates, clients should look 
at the specific business payoffs the coach-
ing will provide. Experienced clients are 
less likely than newcomers to invest coach-
ing dollars in repairing people problems, 
preferring to concentrate coaching invest-
ments on their best employees. That 
makes sense for two reasons. Extended 
one-on-one coaching can be far more 
costly, per capita, than many other learn-
ing techniques. And executives flee from 
coaching when it becomes a badge of ca-
reer trouble. Most clients will find it easy to 
decide whether a particular executive is 
valuable enough to justify the cost of 
coaching. Many, including Raytheon CEO 
William H. Swanson, believe that execu-
tives with high potential should receive 

coaching as early in their careers as possi-
ble.

Contract Early—and Often

Triangular relationships generate conflict. 
As in the classic film comedy Ninotchka, 
Russia’s communist bureaucrats once sent 
emissaries abroad in groups of three, on 
the theory that if one wanted to defect, at 
least one of the others would squeal. The 
coaching triangle needn’t be so Machiavel-
lian, but it does generate productive ten-
sions. The key to exploiting them is 
through effective contracting. By “contract-
ing,” we mean not just documenting the le-
gal and financial aspects of coaching, but 
also defining the goals, roles, and account-
ability of each party. It works when each 
term gains the uncoerced agreement of all 
concerned: client, coach, and coachee.

Triangular relationships generate produc-
tive tensions. The key to exploiting them is 
through effective contracting: defining the 
goals, roles, and accountability of each 
party.

Central to our contracting philosophy is 
the action plan, a living document that 
fleshes out the goals initially defined in the 
legal contract. We recommend setting 
measurable goals, usually three, that 
coaching realistically can achieve. Typi-
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cally, action plans are expressed in terms 
of specific behaviors: Being a good lis-
tener, for instance, comes up all the time. 
Evidently, listening isn’t what business 
schools teach.

Together, the three parties should choose 
goals that maximize mutual interests. If the 
client has a strategic objective and the ex-
ecutive has a career objective, for exam-
ple, they must identify a goal that inte-
grates both aims. Here’s how it worked for 
Ellen Rinaldo, a manufacturing executive 
operating near the top of a complex matrix 
organization. She underwent a 360-degree 
evaluation, which showed that she was in-
effective at engaging groups led by others. 
Her response was tactical: She proposed a 
goal of improving her presentations before 
large groups. Her boss and coach trans-
formed that into a strategic goal of work-
ing more effectively across organizational 
boundaries.

The more explicit these conversations are, 
the better. We encourage vigorous, candid 
debate, clear boundaries of confidentiality, 
and defined accountabilities for each par-
ticipant. Indeed, making things explicit is a 
best practice in itself. No standard tem-
plate for coaching action plans or metrics 
exists; our process induces coaching par-
ticipants to devise terms that will produce 

the specific outcomes they want. Design-
ing action plans is an iterative process that 
should continue as new insights emerge. 
We may renegotiate plans months after 
they’re set if new information reveals a 
path that will produce significantly better 
results. That adaptability sometimes sur-
prises clients and coachees accustomed 
to off-the-rack solutions. Too bad. Our 
service is tailored and requires fittings.

To produce results, coaching goals should 
be measurable. If your goal is to stop infuri-
ating colleagues, after coaching you’d bet-
ter ask those colleagues whether you still 
infuriate them. If a CEO wants leaders to 
embody professed values, we would de-
fine particular behaviors that express 
those values; incorporate questions about 
them into a 360-degree instrument; and, 
once feedback is in, base individual coach-
ing goals on the particular values in which 
each person falls short. After coaching, we 
would measure feedback on precisely the 
same key behaviors. Measurements 
should take human complexities into ac-
count, such as how the coachee achieves 
results. We often create custom mini-360 
assessments, narrowly focused on specific 
coaching goals. Using the same people to 
rate the executives before and after coach-
ing, these assessments measure the 
amount of perceived change on each 
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scale. A secondary value of follow-up as-
sessments is that they give colleagues a 
chance to reconsider their views. Other-
wise, first impressions tend to stick. It’s 
sometimes easier to improve a coachee’s 
behavior than it is to win acknowledgment 
of positive change.

Coaching contracts should reflect the sen-
sitive nature of the task. Ours usually in-
clude a no-fault escape clause, permitting 
any party to terminate a coaching relation-
ship that isn’t working. When we find our-
selves in an engagement that isn’t working 
for one reason or another, we exit. That’s 
awkward, but it saves clients money and 
improves results. more

Good contracting generates discussions 
that test interpersonal chemistry, while sub-
jecting the potentially wild and woolly proc-
ess of coaching to businesslike discipline. 
Reaching explicit agreements about goals, 
measures, and accountabilities brings the 
parties into closer alignment even before 
the supposed real work of coaching has 
begun. The contracting process enables 
the coach to engage the boss’s active par-
ticipation and to start indoctrinating the 
boss in coaching techniques. These con-
versations lead the people at each point of 
the triangle to contemplate the unfamiliar 

terrain of coaching and increase their readi-
ness for the hard work ahead.

The contracting process enables the peo-
ple at each point of the triangle to contem-
plate the unfamiliar terrain of coaching and 
increase their readiness for the hard work 
ahead.

While our approach to contracting requires 
effort up front, our advice is to do the hard 
work and don’t be shy about it. Discuss 
what needs to be discussed—and do it 
candidly. Insist on genuine commitments. 
Identify conflicts and iron them out. Be ex-
plicit. And when the stars are not aligned 
for a particular coaching intervention, don’t 
be afraid to give up. The triangular nature 
of coaching generates friction, but it is also 
the source of great benefits. Take full ad-
vantage of it.

Coaching for Strategic Change

Worthy as it is to help one person or team, 
the most valuable executive coaching 
comes from developing an organization’s 
entire senior executive rank. In most organi-
zations, lasting change usually proceeds 
slowly, one person at a time, gaining mo-
mentum as more people buy in. To acceler-
ate change and make it stick, we recom-
mend systematically coordinating one-on-
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one coaching interventions that serve a 
larger strategic objective.

When an organizationwide perspective 
guides coaching, you don’t fully qualify in-
dividual candidates; instead, you qualify 
the circumstances under which such a 
coaching program makes sense. You want 
to have a compelling business reason why 
executives should participate wholeheart-
edly in being coached. That could be as 
simple as making sure leaders live the com-
pany’s values or as subtle as planting the 
seeds of a companywide culture of coach-
ing.

It’s best to launch any coaching program 
only after it has won enthusiastic endorse-
ments from top management, preferably 
including the CEO—who should be inter-
ested in those executives who are senior 
or promising enough to merit coaching. Be-
cause coaching, by its nature, brings un-
comfortable subjects to light, these pro-
grams need an active champion with the 
power (including staying power) to protect 
them. CEO participation is good for ordi-
nary coaching, but it’s essential for coach-
ing programs that support significant or-
ganizational change. That is why we recom-
mend that such programs start with the 
CEO and top management and then 
spread across organizational boundaries. 

When senior leaders serve as role models 
and champions, coaching programs gain 
traction and credibility.

If the responsible chief is not involved, we 
always ask why. To be frank, we don’t al-
ways get good answers. Two years before 
his mandatory retirement, one CEO, the 
head of a major technology company, or-
dered coaching for his top team to ad-
dress succession issues. His HR staff 
handpicked a team of coaches from di-
verse sources who had not collaborated 
before. The program the company de-
signed did not touch on team development 
or alignment with the organization’s strate-
gic intention. The CEO chose not to re-
ceive coaching himself. Outcome? Al-
though each coachee benefited personally, 
the strategic impact on the organization 
was nil.

However, when a business chief truly com-
mits to a thoughtful coaching process, the 
results can be outstanding. Just ask Harry 
Minkowski, president of an extremely suc-
cessful multibillion-dollar unit that pro-
duces much of the profit at a premier enter-
tainment company. “To make a project like 
this work,” he said, “you need a top man-
ager who is really putting his heart and 
soul into this thing, letting people know it 
is a requirement, and making sure people 
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face the consequences if they don’t fully 
participate in the process.”

The problem at Harry’s organization was 
familiar. During the previous two years, the 
complexity of the business had increased 
tenfold while headcount remained steady. 
Everyone was working flat out. “We should 
have had perfect harmony because our re-
sults were great and getting better,” he re-
called. “But we were seeing the worst of 
people’s behavior. And I noticed some-
thing: Every single person had a clear win-
dow onto everyone else. Their complaints 
about others were dead on. But they had 
no insight into themselves. They all had a 
great window and a bad mirror. That’s 
what I wanted to fix.” more

We collaborated with Harry to design a 
coaching program that fit his needs. It in-
cluded 360-degree feedback and coaching 
for all top managers, Harry included, as 
well as team coaching for the group. Each 
manager was obliged to develop an action 
plan based on individual feedback, share it 
with her supervisor and colleagues, and, 
after several months, demonstrate results 
via a mini-360. The managers also created 
and pursued a team action plan. Along the 
way, we ran custom workshops to explain 
and support the process.

Here’s Harry’s account of the result: “I said 
that if half the people changed half their be-
haviors half the time, I’d be thrilled. But we 
have changed 95% of the behaviors in 
100% of the people 95% of the time. No-
body learned anything they didn’t know al-
ready—the difference now is that they act 
on it. The result was the most profound, in-
credible change. They treat each other bet-
ter. They get into fewer conflicts. And 
when they do get into a conflict, they usu-
ally resolve it without coming to me.” 
Much of the credit for these improvements 
goes to Harry.

There’s another advantage to starting at 
the top: Once senior leaders have changed 
their behavior, it’s easier for them to influ-
ence subordinates to do the same. Then 
change can cascade down from the top. 
João Morais, the CEO of an overseas 
consumer-products outfit that had famous 
brands but not enough oomph, set a strate-
gic goal of increasing revenue growth. He 
created a three-year, companywide cam-
paign to improve managers’ coaching 
skills. First, he and all his division presi-
dents underwent 360-degree feedback 
evaluations, followed by six months of 
coaching to help the leaders become bet-
ter coaches themselves. Phase two was a 
leader-as-coach program that introduced 
coaching skills into the organization, layer 
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by layer. It succeeded because João and the senior leaders 
served as role models. The widely observed changes in their 
behavior convinced others that the program was for real. Over 
time, the accumulation of managers with coaching skills im-
proved the work environment for thousands of employees.

When you create a culture of coaching, the results may not be 
directly measurable in dollars. But we have yet to find a com-
pany that can’t benefit from more candor, less denial, richer 
communication, conscious development of talent, and disci-
plined leaders who show compassion for people.

The Wild West of executive coaching isn’t for everyone. Some 
individuals can’t overcome their discomfort with personal in-
quiry, just as some organizations can’t muster the necessary 
respect for people. But for those who recognize the value of 
bringing individuals and organizations into alignment, the con-
siderable difficulties and uncertainties of executive coaching 
are outweighed by the benefits of creating a new kind of enter-
prise that knows how to capitalize on the human qualities of 
its employees.

As long as there are human beings doing the work, busi-
nesses can profit by creating more fruitful relationships with 
them.

We start as fools and 

become wise through 

experience. 
 
- African Proverb
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How can an antihero teach us about the heroic--and some-
times,the unheroic--characteristics that shape a story's protago-
nist? From jealousy to self-doubt, Tim Adams challenges us to 
consider how antiheroes reflect the very mortal weaknesses 
that can be found within all of us. 

Movie 1.4  An antihero of one's own - Tim Adams



Get Results

Leadership That Gets Results

by Daniel Goleman

Ask any group of businesspeople the question “What do effective leaders do?” and you’ll 
hear a sweep of answers. Leaders set strategy; they motivate; they create a mission; they 
build a culture. Then ask “What should leaders do?” If the group is seasoned, you’ll likely 
hear one response: the leader’s singular job is to get results.

But how? The mystery of what leaders can and ought to do in order to spark the best per-
formance from their people is age-old. In recent years, that mystery has spawned an entire 
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cottage industry: literally thousands of 
“leadership experts” have made careers of 
testing and coaching executives, all in pur-
suit of creating businesspeople who can 
turn bold objectives—be they strategic, fi-
nancial, organizational, or all three—into re-
ality.

Still, effective leadership eludes many peo-
ple and organizations. One reason is that 
until recently, virtually no quantitative re-
search has demonstrated which precise 
leadership behaviors yield positive results. 
Leadership experts proffer advice based 
on inference, experience, and instinct. 
Sometimes that advice is which precise 
leadership behaviors yield positive results. 
Leadership experts proffer advice based 
on inference, experience, and instinct. 
Sometimes that advice is right on target; 
sometimes it’s not.

But new research by the consulting firm 
Hay/McBer, which draws on a random 
sample of 3,871 executives selected from 
a database of more than 20,000 execu-
tives worldwide, takes much of the mys-
tery out of effective leadership. The re-
search found six distinct leadership styles, 
each springing from different components 
of emotional intelligence. The styles, taken 
individually, appear to have a direct and 
unique impact on the working atmosphere 

of a company, division, or team, and in 
turn, on its financial performance. And per-
haps most important, the research indi-
cates that leaders with the best results do 
not rely on only one leadership style; they 
use most of them in a given week—seam-
lessly and in different measure—depend-
ing on the business situation. Imagine the 
styles, then, as the array of clubs in a golf 
pro’s bag. Over the course of a game, the 
pro picks and chooses clubs based on the 
demands of the shot. Sometimes he has to 
ponder his selection, but usually it is auto-
matic. The pro senses the challenge 
ahead, swiftly pulls out the right tool, and 
elegantly puts it to work. That’s how high-
impact leaders operate, too.

Emotional intelligence—the ability to man-
age ourselves and our relationships effec-
tively—consists of four fundamental capa-
bilities: self-awareness, self-management, 
social awareness, and social skill. Each ca-
pability, in turn, is composed of specific 
sets of competencies. Below is a list of the 
capabilities and their corresponding traits.

What are the six styles of leadership? 
None will shock workplace veterans. In-
deed, each style, by name and brief de-
scription alone, will likely resonate with any-
one who leads, is led, or as is the case 
with most of us, does both. Coercive lead-
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ers demand immediate compliance. 
Authoritative leaders mobilize people to-
ward a vision. Affiliative leaders create 
emotional bonds and harmony. Demo-
cratic leaders build consensus through par-
ticipation. Pacesetting leaders expect ex-
cellence and self-direction. And coaching 
leaders develop people for the future.

Close your eyes and you can surely imag-
ine a colleague who uses any one of these 
styles. You most likely use at least one 
yourself. What is new in this research, 
then, is its implications for action. First, it 
offers a fine-grained understanding of how 
different leadership styles affect perform-
ance and results. Second, it offers clear 
guidance on when a manager should 
switch between them. It also strongly sug-
gests that switching flexibly is well ad-
vised. New, too, is the research’s finding 
that each leadership style springs from dif-
ferent components of emotional intelli-
gence.

Measuring Leadership’s Impact

It has been more than a decade since re-
search first linked aspects of emotional in-
telligence to business results. The late 
David McClelland, a noted Harvard Univer-
sity psychologist, found that leaders with 

strengths in a critical mass of six or more 
emotional intelligence competencies were 
far more effective than peers who lacked 
such strengths. For instance, when he ana-
lyzed the performance of division heads at 
a global food and beverage company, he 
found that among leaders with this critical 
mass of competence, 87% placed in the 
top third for annual salary bonuses based 
on their business performance. More tell-
ing, their divisions on average outper-
formed yearly revenue targets by 15% to 
20%. Those executives who lacked emo-
tional intelligence were rarely rated as out-
standing in their annual performance re-
views, and their divisions underperformed 
by an average of almost 20%.

Our research set out to gain a more mo-
lecular view of the links among leadership 
and emotional intelligence, and climate 
and performance. A team of McClelland’s 
colleagues headed by Mary Fontaine and 
Ruth Jacobs from Hay/McBer studied data 
about or observed thousands of execu-
tives, noting specific behaviors and their 
impact on climate.1 How did each individ-
ual motivate direct reports? Manage 
change initiatives? Handle crises? It was in 
a later phase of the research that we identi-
fied which emotional intelligence capabili-
ties drive the six leadership styles. How 
does he rate in terms of self-control and so-
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cial skill? Does a leader show high or low 
levels of empathy? more

The team tested each executive’s immedi-
ate sphere of influence for its climate. “Cli-
mate” is not an amorphous term. First de-
fined by psychologists George Litwin and 
Richard Stringer and later refined by 
McClelland and his colleagues, it refers to 
six key factors that influence an organiza-
tion’s working environment: its flexibili-
ty—that is, how free employees feel to in-
novate unencumbered by red tape; their 
sense of responsibility to the organization; 
the level of standards that people set; the 
sense of accuracy about performance feed-
back and aptness of rewards; the clarity 
people have about mission and values; 
and finally, the level of commitment to a 
common purpose.

We found that all six leadership styles have 
a measurable effect on each aspect of cli-
mate. (For details, see the exhibit “Getting 
Molecular: The Impact of Leadership 
Styles on Drivers of Climate.”) Further, 
when we looked at the impact of climate 
on financial results—such as return on 
sales, revenue growth, efficiency, and prof-
itability—we found a direct correlation be-
tween the two. Leaders who used styles 
that positively affected the climate had de-
cidedly better financial results than those 

who did not. That is not to say that organ-
izational climate is the only driver of per-
formance. Economic conditions and com-
petitive dynamics matter enormously. But 
our analysis strongly suggests that climate 
accounts for nearly a third of results. And 
that’s simply too much of an impact to ig-
nore.

The Styles in Detail

Executives use six leadership styles, but 
only four of the six consistently have a 
positive effect on climate and results. Let’s 
look then at each style of leadership in de-
tail. (For a summary of the material that fol-
lows, see the chart “The Six Leadership 
Styles at a Glance.”)

The Coercive Style.

The computer company was in crisis 
mode—its sales and profits were falling, its 
stock was losing value precipitously, and 
its shareholders were in an uproar. The 
board brought in a new CEO with a reputa-
tion as a turnaround artist. He set to work 
chopping jobs, selling off divisions, and 
making the tough decisions that should 
have been executed years before. The 
company was saved, at least in the short-
term.
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From the start, though, the CEO created a 
reign of terror, bullying and demeaning his 
executives, roaring his displeasure at the 
slightest misstep. The company’s top eche-
lons were decimated not just by his erratic 
firings but also by defections. The CEO’s 
direct reports, frightened by his tendency 
to blame the bearer of bad news, stopped 
bringing him any news at all. Morale was 
at an all-time low—a fact reflected in an-
other downturn in the business after the 
short-term recovery. The CEO was eventu-
ally fired by the board of directors.

It’s easy to understand why of all the lead-
ership styles, the coercive one is the least 
effective in most situations. Consider what 
the style does to an organization’s climate. 
Flexibility is the hardest hit. The leader’s ex-
treme top-down decision making kills new 
ideas on the vine. People feel so disre-
spected that they think, “I won’t even bring 
my ideas up—they’ll only be shot down.” 
Likewise, people’s sense of responsibility 
evaporates: unable to act on their own ini-
tiative, they lose their sense of ownership 
and feel little accountability for their per-
formance. Some become so resentful they 
adopt the attitude, “I’m not going to help 
this bastard.”

Coercive leadership also has a damaging 
effect on the rewards system. Most high-

performing workers are motivated by more 
than money—they seek the satisfaction of 
work well done. The coercive style erodes 
such pride. And finally, the style under-
mines one of the leader’s prime tools—mo-
tivating people by showing them how their 
job fits into a grand, shared mission. Such 
a loss, measured in terms of diminished 
clarity and commitment, leaves people al-
ienated from their own jobs, wondering, 
“How does any of this matter?”

Given the impact of the coercive style, you 
might assume it should never be applied. 
Our research, however, uncovered a few 
occasions when it worked masterfully. 
Take the case of a division president who 
was brought in to change the direction of a 
food company that was losing money. His 
first act was to have the executive confer-
ence room demolished. To him, the 
room—with its long marble table that 
looked like “the deck of the Starship Enter-
prise”—symbolized the tradition-bound for-
mality that was paralyzing the company. 
The destruction of the room, and the sub-
sequent move to a smaller, more informal 
setting, sent a message no one could 
miss, and the division’s culture changed 
quickly in its wake. more

That said, the coercive style should be 
used only with extreme caution and in the 
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few situations when it is absolutely impera-
tive, such as during a turnaround or when 
a hostile takeover is looming. In those 
cases, the coercive style can break failed 
business habits and shock people into 
new ways of working. It is always appropri-
ate during a genuine emergency, like in the 
aftermath of an earthquake or a fire. And it 
can work with problem employees with 
whom all else has failed. But if a leader re-
lies solely on this style or continues to use 
it once the emergency passes, the long-
term impact of his insensitivity to the mo-
rale and feelings of those he leads will be 
ruinous.

The Authoritative Style.

Tom was the vice president of marketing at 
a floundering national restaurant chain that 
specialized in pizza. Needless to say, the 
company’s poor performance troubled the 
senior managers, but they were at a loss 
for what to do. Every Monday, they met to 
review recent sales, struggling to come up 
with fixes. To Tom, the approach didn’t 
make sense. “We were always trying to fig-
ure out why our sales were down last 
week. We had the whole company looking 
backward instead of figuring out what we 
had to do tomorrow.”

Tom saw an opportunity to change peo-
ple’s way of thinking at an off-site strategy 
meeting. There, the conversation began 
with stale truisms: the company had to 
drive up shareholder wealth and increase 
return on assets. Tom believed those con-
cepts didn’t have the power to inspire a 
restaurant manager to be innovative or to 
do better than a good-enough job.

So Tom made a bold move. In the middle 
of a meeting, he made an impassioned 
plea for his colleagues to think from the 
customer’s perspective. Customers want 
convenience, he said. The company was 
not in the restaurant business, it was in the 
business of distributing high-quality, 
convenient-to-get pizza. That notion—and 
nothing else—should drive everything the 
company did.

With his vibrant enthusiasm and clear vi-
sion—the hallmarks of the authoritative sty-
le—Tom filled a leadership vacuum at the 
company. Indeed, his concept became the 
core of the new mission statement. But 
this conceptual breakthrough was just the 
beginning. Tom made sure that the mission 
statement was built into the company’s 
strategic planning process as the desig-
nated driver of growth. And he ensured 
that the vision was articulated so that local 
restaurant managers understood they were 
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the key to the company’s success and 
were free to find new ways to distribute 
pizza.

Changes came quickly. Within weeks, 
many local managers started guaranteeing 
fast, new delivery times. Even better, they 
started to act like entrepreneurs, finding in-
genious locations to open new branches: 
kiosks on busy street corners and in bus 
and train stations, even from carts in air-
ports and hotel lobbies.

Tom’s success was no fluke. Our research 
indicates that of the six leadership styles, 
the authoritative one is most effective, driv-
ing up every aspect of climate. Take clarity. 
The authoritative leader is a visionary; he 
motivates people by making clear to them 
how their work fits into a larger vision for 
the organization. People who work for 
such leaders understand that what they do 
matters and why. Authoritative leadership 
also maximizes commitment to the organi-
zation’s goals and strategy. By framing the 
individual tasks within a grand vision, the 
authoritative leader defines standards that 
revolve around that vision. When he gives 
performance feedback—whether positive 
or negative—the singular criterion is 
whether or not that performance furthers 
the vision. The standards for success are 
clear to all, as are the rewards. Finally, con-

sider the style’s impact on flexibility. An 
authoritative leader states the end but gen-
erally gives people plenty of leeway to de-
vise their own means. Authoritative leaders 
give people the freedom to innovate, ex-
periment, and take calculated risks.

An authoritative leader states the end but 
gives people their own means.

Because of its positive impact, the authori-
tative style works well in almost any busi-
ness situation. But it is particularly effec-
tive when a business is adrift. An authorita-
tive leader charts a new course and sells 
his people on a fresh long-term vision. 
more

The authoritative style, powerful though it 
may be, will not work in every situation. 
The approach fails, for instance, when a 
leader is working with a team of experts or 
peers who are more experienced than he 
is; they may see the leader as pompous or 
out-of-touch. Another limitation: if a man-
ager trying to be authoritative becomes 
overbearing, he can undermine the egalitar-
ian spirit of an effective team. Yet even 
with such caveats, leaders would be wise 
to grab for the authoritative “club” more of-
ten than not. It may not guarantee a hole in 
one, but it certainly helps with the long 
drive.
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The Affiliative Style.

If the coercive leader demands, “Do what I 
say,” and the authoritative urges, “Come 
with me,” the affiliative leader says, “Peo-
ple come first.” This leadership style re-
volves around people—its proponents 
value individuals and their emotions more 
than tasks and goals. The affiliative leader 
strives to keep employees happy and to 
create harmony among them. He manages 
by building strong emotional bonds and 
then reaping the benefits of such an ap-
proach, namely fierce loyalty. The style 
also has a markedly positive effect on com-
munication. People who like one another a 
lot talk a lot. They share ideas; they share 
inspiration. And the style drives up flexibil-
ity; friends trust one another, allowing habit-
ual innovation and risk taking. Flexibility 
also rises because the affiliative leader, like 
a parent who adjusts household rules for a 
maturing adolescent, doesn’t impose un-
necessary strictures on how employees 
get their work done. They give people the 
freedom to do their job in the way they 
think is most effective.

As for a sense of recognition and reward 
for work well done, the affiliative leader of-
fers ample positive feedback. Such feed-
back has special potency in the workplace 
because it is all too rare: outside of an an-

nual review, most people usually get no 
feedback on their day-to-day efforts—or 
only negative feedback. That makes the af-
filiative leader’s positive words all the more 
motivating. Finally, affiliative leaders are 
masters at building a sense of belonging. 
They are, for instance, likely to take their 
direct reports out for a meal or a drink, 
one-on-one, to see how they’re doing. 
They will bring in a cake to celebrate a 
group accomplishment. They are natural 
relationship builders.

Joe Torre, the heart and soul of the New 
York Yankees, is a classic affiliative leader. 
During the 1999 World Series, Torre 
tended ably to the psyches of his players 
as they endured the emotional pressure 
cooker of a pennant race. All season long, 
he made a special point to praise Scott 
Brosius, whose father had died during the 
season, for staying committed even as he 
mourned. At the celebration party after the 
team’s final game, Torre specifically sought 
out right fielder Paul O’Neill. Although he 
had received the news of his father’s death 
that morning, O’Neill chose to play in the 
decisive game—and he burst into tears the 
moment it ended. Torre made a point of ac-
knowledging O’Neill’s personal struggle, 
calling him a “warrior.” Torre also used the 
spotlight of the victory celebration to 
praise two players whose return the follow-
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ing year was threatened by contract dis-
putes. In doing so, he sent a clear mes-
sage to the team and to the club’s owner 
that he valued the players immensely—too 
much to lose them.

Along with ministering to the emotions of 
his people, an affiliative leader may also 
tend to his own emotions openly. The year 
Torre’s brother was near death awaiting a 
heart transplant, he shared his worries with 
his players. He also spoke candidly with 
the team about his treatment for prostate 
cancer.

The affiliative style’s generally positive im-
pact makes it a good all-weather ap-
proach, but leaders should employ it par-
ticularly when trying to build team har-
mony, increase morale, improve communi-
cation, or repair broken trust. For instance, 
one executive in our study was hired to re-
place a ruthless team leader. The former 
leader had taken credit for his employees’ 
work and had attempted to pit them 
against one another. His efforts ultimately 
failed, but the team he left behind was sus-
picious and weary. The new executive man-
aged to mend the situation by unstintingly 
showing emotional honesty and rebuilding 
ties. Several months in, her leadership had 
created a renewed sense of commitment 
and energy.

Despite its benefits, the affiliative style 
should not be used alone. Its exclusive fo-
cus on praise can allow poor performance 
to go uncorrected; employees may per-
ceive that mediocrity is tolerated. And be-
cause affiliative leaders rarely offer con-
structive advice on how to improve, em-
ployees must figure out how to do so on 
their own. When people need clear direc-
tives to navigate through complex chal-
lenges, the affiliative style leaves them rud-
derless. Indeed, if overly relied on, this 
style can actually steer a group to failure. 
Perhaps that is why many affiliative lead-
ers, including Torre, use this style in close 
conjunction with the authoritative style. 
Authoritative leaders state a vision, set 
standards, and let people know how their 
work is furthering the group’s goals. Alter-
nate that with the caring, nurturing ap-
proach of the affiliative leader, and you 
have a potent combination.

The Democratic Style.

Sister Mary ran a Catholic school system 
in a large metropolitan area. One of the 
schools—the only private school in an im-
poverished neighborhood—had been los-
ing money for years, and the archdiocese 
could no longer afford to keep it open. 
When Sister Mary eventually got the order 
to shut it down, she didn’t just lock the 
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doors. She called a meeting of all the 
teachers and staff at the school and ex-
plained to them the details of the financial 
crisis—the first time anyone working at the 
school had been included in the business 
side of the institution. She asked for their 
ideas on ways to keep the school open 
and on how to handle the closing, should it 
come to that. Sister Mary spent much of 
her time at the meeting just listening. more

She did the same at later meetings for 
school parents and for the community and 
during a successive series of meetings for 
the school’s teachers and staff. After two 
months of meetings, the consensus was 
clear: the school would have to close. A 
plan was made to transfer students to 
other schools in the Catholic system.

The final outcome was no different than if 
Sister Mary had gone ahead and closed 
the school the day she was told to. But by 
allowing the school’s constituents to reach 
that decision collectively, Sister Mary re-
ceived none of the backlash that would 
have accompanied such a move. People 
mourned the loss of the school, but they 
understood its inevitability. Virtually no one 
objected.

Compare that with the experiences of a 
priest in our research who headed another 

Catholic school. He, too, was told to shut 
it down. And he did—by fiat. The result 
was disastrous: parents filed lawsuits, 
teachers and parents picketed, and local 
newspapers ran editorials attacking his de-
cision. It took a year to resolve the dis-
putes before he could finally go ahead and 
close the school.

Sister Mary exemplifies the democratic 
style in action—and its benefits. By spend-
ing time getting people’s ideas and buy-in, 
a leader builds trust, respect, and commit-
ment. By letting workers themselves have 
a say in decisions that affect their goals 
and how they do their work, the demo-
cratic leader drives up flexibility and re-
sponsibility. And by listening to employees’ 
concerns, the democratic leader learns 
what to do to keep morale high. Finally, be-
cause they have a say in setting their goals 
and the standards for evaluating success, 
people operating in a democratic system 
tend to be very realistic about what can 
and cannot be accomplished.

However, the democratic style has its draw-
backs, which is why its impact on climate 
is not as high as some of the other styles. 
One of its more exasperating conse-
quences can be endless meetings where 
ideas are mulled over, consensus remains 
elusive, and the only visible result is sched-
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uling more meetings. Some democratic 
leaders use the style to put off making cru-
cial decisions, hoping that enough thrash-
ing things out will eventually yield a blind-
ing insight. In reality, their people end up 
feeling confused and leaderless. Such an 
approach can even escalate conflicts.

When does the style work best? This ap-
proach is ideal when a leader is himself un-
certain about the best direction to take 
and needs ideas and guidance from able 
employees. And even if a leader has a 
strong vision, the democratic style works 
well to generate fresh ideas for executing 
that vision.

The democratic style, of course, makes 
much less sense when employees are not 
competent or informed enough to offer 
sound advice. And it almost goes without 
saying that building consensus is wrong-
headed in times of crisis. Take the case of 
a CEO whose computer company was se-
verely threatened by changes in the mar-
ket. He always sought consensus about 
what to do. As competitors stole custom-
ers and customers’ needs changed, he 
kept appointing committees to consider 
the situation. When the market made a sud-
den shift because of a new technology, the 
CEO froze in his tracks. The board re-
placed him before he could appoint yet an-

other task force to consider the situation. 
The new CEO, while occasionally demo-
cratic and affiliative, relied heavily on the 
authoritative style, especially in his first 
months.

The Pacesetting Style.

Like the coercive style, the pacesetting 
style has its place in the leader’s repertory, 
but it should be used sparingly. That’s not 
what we expected to find. After all, the hall-
marks of the pacesetting style sound admi-
rable. The leader sets extremely high per-
formance standards and exemplifies them 
himself. He is obsessive about doing 
things better and faster, and he asks the 
same of everyone around him. He quickly 
pinpoints poor performers and demands 
more from them. If they don’t rise to the oc-
casion, he replaces them with people who 
can. You would think such an approach 
would improve results, but it doesn’t. more

In fact, the pacesetting style destroys cli-
mate. Many employees feel overwhelmed 
by the pacesetter’s demands for excel-
lence, and their morale drops. Guidelines 
for working may be clear in the leader’s 
head, but she does not state them clearly; 
she expects people to know what to do 
and even thinks, “If I have to tell you, 
you’re the wrong person for the job.” Work 
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becomes not a matter of doing one’s best 
along a clear course so much as second-
guessing what the leader wants. At the 
same time, people often feel that the pace-
setter doesn’t trust them to work in their 
own way or to take initiative. Flexibility and 
responsibility evaporate; work becomes so 
task focused and routinized it’s boring.

As for rewards, the pacesetter either gives 
no feedback on how people are doing or 
jumps in to take over when he thinks 
they’re lagging. And if the leader should 
leave, people feel directionless—they’re so 
used to “the expert” setting the rules. Fi-
nally, commitment dwindles under the re-
gime of a pacesetting leader because peo-
ple have no sense of how their personal ef-
forts fit into the big picture.

For an example of the pacesetting style, 
take the case of Sam, a biochemist in R&D 
at a large pharmaceutical company. Sam’s 
superb technical expertise made him an 
early star: he was the one everyone turned 
to when they needed help. Soon he was 
promoted to head of a team developing a 
new product. The other scientists on the 
team were as competent and self-
motivated as Sam; his métier as team 
leader became offering himself as a model 
of how to do first-class scientific work un-
der tremendous deadline pressure, pitch-

ing in when needed. His team completed 
its task in record time.

But then came a new assignment: Sam 
was put in charge of R&D for his entire divi-
sion. As his tasks expanded and he had to 
articulate a vision, coordinate projects, 
delegate responsibility, and help develop 
others, Sam began to slip. Not trusting 
that his subordinates were as capable as 
he was, he became a micromanager, ob-
sessed with details and taking over for oth-
ers when their performance slackened. In-
stead of trusting them to improve with guid-
ance and development, Sam found himself 
working nights and weekends after step-
ping in to take over for the head of a floun-
dering research team. Finally, his own boss 
suggested, to his relief, that he return to 
his old job as head of a product develop-
ment team.

Although Sam faltered, the pacesetting 
style isn’t always a disaster. The approach 
works well when all employees are self-
motivated, highly competent, and need lit-
tle direction or coordination—for example, 
it can work for leaders of highly skilled and 
self-motivated professionals, like R&D 
groups or legal teams. And, given a tal-
ented team to lead, pace-setting does ex-
actly that: gets work done on time or even 
ahead of schedule. Yet like any leadership 
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style, pacesetting should never be used by 
itself.

The Coaching Style.

A product unit at a global computer com-
pany had seen sales plummet from twice 
as much as its competitors to only half as 
much. So Lawrence, the president of the 
manufacturing division, decided to close 
the unit and reassign its people and prod-
ucts. Upon hearing the news, James, the 
head of the doomed unit, decided to go 
over his boss’s head and plead his case to 
the CEO.

What did Lawrence do? Instead of blowing 
up at James, he sat down with his rebel-
lious direct report and talked over not just 
the decision to close the division but also 
James’s future. He explained to James 
how moving to another division would help 
him develop new skills. It would make him 
a better leader and teach him more about 
the company’s business.

Lawrence acted more like a counselor than 
a traditional boss. He listened to James’s 
concerns and hopes, and he shared his 
own. He said he believed James had 
grown stale in his current job; it was, after 
all, the only place he’d worked in the com-
pany. He predicted that James would blos-
som in a new role. more

The conversation then took a practical 
turn. James had not yet had his meeting 
with the CEO—the one he had impetu-
ously demanded when he heard of his divi-
sion’s closing. Knowing this—and also 
knowing that the CEO unwaveringly sup-
ported the closing—Lawrence took the 
time to coach James on how to present 
his case in that meeting. “You don’t get an 
audience with the CEO very often,” he 
noted, “let’s make sure you impress him 
with your thoughtfulness.” He advised 
James not to plead his personal case but 
to focus on the business unit: “If he thinks 
you’re in there for your own glory, he’ll 
throw you out faster than you walked 
through the door.” And he urged him to put 
his ideas in writing; the CEO always appre-
ciated that.

Lawrence’s reason for coaching instead of 
scolding? “James is a good guy, very tal-
ented and promising,” the executive ex-
plained to us, “and I don’t want this to de-
rail his career. I want him to stay with the 
company, I want him to work out, I want 
him to learn, I want him to benefit and 
grow. Just because he screwed up doesn’t 
mean he’s terrible.”

Lawrence’s actions illustrate the coaching 
style par excellence. Coaching leaders 
help employees identify their unique 
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strengths and weaknesses and tie them to 
their personal and career aspirations. They 
encourage employees to establish long-
term development goals and help them 
conceptualize a plan for attaining them. 
They make agreements with their employ-
ees about their role and responsibilities in 
enacting development plans, and they give 
plentiful instruction and feedback. Coach-
ing leaders excel at delegating; they give 
employees challenging assignments, even 
if that means the tasks won’t be accom-
plished quickly. In other words, these lead-
ers are willing to put up with short-term fail-
ure if it furthers long-term learning.

Of the six styles, our research found that 
the coaching style is used least often. 
Many leaders told us they don’t have the 
time in this high-pressure economy for the 
slow and tedious work of teaching people 
and helping them grow. But after a first ses-
sion, it takes little or no extra time. Leaders 
who ignore this style are passing up a pow-
erful tool: its impact on climate and per-
formance are markedly positive.

Admittedly, there is a paradox in coach-
ing’s positive effect on business perform-
ance because coaching focuses primarily 
on personal development, not on immedi-
ate work-related tasks. Even so, coaching 
improves results. The reason: it requires 

constant dialogue, and that dialogue has a 
way of pushing up every driver of climate. 
Take flexibility. When an employee knows 
his boss watches him and cares about 
what he does, he feels free to experiment. 
After all, he’s sure to get quick and con-
structive feedback. Similarly, the ongoing 
dialogue of coaching guarantees that peo-
ple know what is expected of them and 
how their work fits into a larger vision or 
strategy. That affects responsibility and 
clarity. As for commitment, coaching helps 
there, too, because the style’s implicit mes-
sage is, “I believe in you, I’m investing in 
you, and I expect your best efforts.” Em-
ployees very often rise to that challenge 
with their heart, mind, and soul.

The coaching style works well in many 
business situations, but it is perhaps most 
effective when people on the receiving end 
are “up for it.” For instance, the coaching 
style works particularly well when employ-
ees are already aware of their weaknesses 
and would like to improve their perform-
ance. Similarly, the style works well when 
employees realize how cultivating new abili-
ties can help them advance. In short, it 
works best with employees who want to 
be coached.

By contrast, the coaching style makes little 
sense when employees, for whatever rea-
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son, are resistant to learning or changing 
their ways. And it flops if the leader lacks 
the expertise to help the employee along. 
The fact is, many managers are unfamiliar 
with or simply inept at coaching, particu-
larly when it comes to giving ongoing per-
formance feedback that motivates rather 
than creates fear or apathy. Some compa-
nies have realized the positive impact of 
the style and are trying to make it a core 
competence. At some companies, a signifi-
cant portion of annual bonuses are tied to 
an executive’s development of his or her 
direct reports. But many organizations 
have yet to take full advantage of this lead-
ership style. Although the coaching style 
may not scream “bottom-line results,” it de-
livers them.

Leaders Need Many Styles

Many studies, including this one, have 
shown that the more styles a leader exhib-
its, the better. Leaders who have mastered 
four or more—especially the authoritative, 
democratic, affiliative, and coaching 
styles—have the very best climate and 
business performance. And the most effec-
tive leaders switch flexibly among the lead-
ership styles as needed. Although that 
may sound daunting, we witnessed it more 

often than you might guess, at both large 
corporations and tiny start-ups, by sea-
soned veterans who could explain exactly 
how and why they lead and by entrepre-
neurs who claim to lead by gut alone. 
more

Leaders who have mastered four or mo-
re—especially the authoritative, democratic, 
affiliative, and coaching styles—have the 
best climate and business performance.

Such leaders don’t mechanically match 
their style to fit a checklist of situa-
tions—they are far more fluid. They are ex-
quisitely sensitive to the impact they are 
having on others and seamlessly adjust 
their style to get the best results. These 
are leaders, for example, who can read in 
the first minutes of conversation that a tal-
ented but underperforming employee has 
been demoralized by an unsympathetic, 
do-it-the-way-I-tell-you manager and 
needs to be inspired through a reminder of 
why her work matters. Or that leader might 
choose to reenergize the employee by ask-
ing her about her dreams and aspirations 
and finding ways to make her job more 
challenging. Or that initial conversation 
might signal that the employee needs an 
ultimatum: improve or leave.
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For an example of fluid leadership in ac-
tion, consider Joan, the general manager 
of a major division at a global food and 
beverage company. Joan was appointed 
to her job while the division was in a deep 
crisis. It had not made its profit targets for 
six years; in the most recent year, it had 
missed by $50 million. Morale among the 
top management team was miserable; mis-
trust and resentments were rampant. 
Joan’s directive from above was clear: turn 
the division around.

Joan did so with a nimbleness in switching 
among leadership styles that is rare. From 
the start, she realized she had a short win-
dow to demonstrate effective leadership 
and to establish rapport and trust. She 
also knew that she urgently needed to be 
informed about what was not working, so 
her first task was to listen to key people.

Her first week on the job she had lunch 
and dinner meetings with each member of 
the management team. Joan sought to get 
each person’s understanding of the current 
situation. But her focus was not so much 
on learning how each person diagnosed 
the problem as on getting to know each 
manager as a person. Here Joan em-
ployed the affiliative style: she explored 
their lives, dreams, and aspirations.

She also stepped into the coaching role, 
looking for ways she could help the team 
members achieve what they wanted in 
their careers. For instance, one manager 
who had been getting feedback that he 
was a poor team player confided his wor-
ries to her. He thought he was a good 
team member, but he was plagued by per-
sistent complaints. Recognizing that he 
was a talented executive and a valuable as-
set to the company, Joan made an agree-
ment with him to point out (in private) 
when his actions undermined his goal of 
being seen as a team player.

She followed the one-on-one conversa-
tions with a three-day off-site meeting. Her 
goal here was team building, so that every-
one would own whatever solution for the 
business problems emerged. Her initial 
stance at the off-site meeting was that of a 
democratic leader. She encouraged every-
one to express freely their frustrations and 
complaints.

The next day, Joan had the group focus on 
solutions: each person made three specific 
proposals about what needed to be done. 
As Joan clustered the suggestions, a natu-
ral consensus emerged about priorities for 
the business, such as cutting costs. As the 
group came up with specific action plans, 
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Joan got the commitment and buy-in she 
sought.

With that vision in place, Joan shifted into 
the authoritative style, assigning account-
ability for each follow-up step to specific 
executives and holding them responsible 
for their accomplishment. For example, the 
division had been dropping prices on prod-
ucts without increasing its volume. One ob-
vious solution was to raise prices, but the 
previous VP of sales had dithered and had 
let the problem fester. The new VP of sales 
now had responsibility to adjust the price 
points to fix the problem.

Over the following months, Joan’s main 
stance was authoritative. She continually 
articulated the group’s new vision in a way 
that reminded each member of how his or 
her role was crucial to achieving these 
goals. And, especially during the first few 
weeks of the plan’s implementation, Joan 
felt that the urgency of the business crisis 
justified an occasional shift into the coer-
cive style should someone fail to meet his 
or her responsibility. As she put it, “I had to 
be brutal about this follow-up and make 
sure this stuff happened. It was going to 
take discipline and focus.”

The results? Every aspect of climate im-
proved. People were innovating. They 

were talking about the division’s vision and 
crowing about their commitment to new, 
clear goals. The ultimate proof of Joan’s 
fluid leadership style is written in black ink: 
after only seven months, her division ex-
ceeded its yearly profit target by $5 million.

Expanding Your Repertory

Few leaders, of course, have all six styles 
in their repertory, and even fewer know 
when and how to use them. In fact, as we 
have brought the findings of our research 
into many organizations, the most com-
mon responses have been, “But I have 
only two of those!” and, “I can’t use all 
those styles. It wouldn’t be natural.”

Such feelings are understandable, and in 
some cases, the antidote is relatively sim-
ple. The leader can build a team with mem-
bers who employ styles she lacks. Take 
the case of a VP for manufacturing. She 
successfully ran a global factory system 
largely by using the affiliative style. She 
was on the road constantly, meeting with 
plant managers, attending to their pressing 
concerns, and letting them know how 
much she cared about them personally. 
She left the division’s strategy—extreme 
efficiency—to a trusted lieutenant with a 
keen understanding of technology, and 
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she delegated its performance standards 
to a colleague who was adept at the 
authoritative approach. She also had a 
pacesetter on her team who always visited 
the plants with her.

An alternative approach, and one I would 
recommend more, is for leaders to expand 
their own style repertories. To do so, lead-
ers must first understand which emotional 
intelligence competencies underlie the 
leadership styles they are lacking. They 
can then work assiduously to increase 
their quotient of them.

For instance, an affiliative leader has 
strengths in three emotional intelligence 
competencies: in empathy, in building rela-
tionships, and in communication. Empa-
thy—sensing how people are feeling in the 
moment—allows the affiliative leader to re-
spond to employees in a way that is highly 
congruent with that person’s emotions, 
thus building rapport. The affiliative leader 
also displays a natural ease in forming new 
relationships, getting to know someone as 
a person, and cultivating a bond. Finally, 
the outstanding affiliative leader has mas-
tered the art of interpersonal communica-
tion, particularly in saying just the right 
thing or making the apt symbolic gesture 
at just the right moment.

So if you are primarily a pacesetting leader 
who wants to be able to use the affiliative 
style more often, you would need to im-
prove your level of empathy and, perhaps, 
your skills at building relationships or com-
municating effectively. As another exam-
ple, an authoritative leader who wants to 
add the democratic style to his repertory 
might need to work on the capabilities of 
collaboration and communication. Such ad-
vice about adding capabilities may seem 
simplistic—”Go change yourself”—but en-
hancing emotional intelligence is entirely 
possible with practice. (For more on how 
to improve emotional intelligence, see the 
sidebar “Growing Your Emotional Intelli-
gence.”)

More Science, Less Art

Like parenthood, leadership will never be 
an exact science. But neither should it be 
a complete mystery to those who practice 
it. In recent years, research has helped par-
ents understand the genetic, psychologi-
cal, and behavioral components that affect 
their “job performance.” With our new re-
search, leaders, too, can get a clearer pic-
ture of what it takes to lead effectively. And 
perhaps as important, they can see how 
they can make that happen. more
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The business environment is continually changing, and a 
leader must respond in kind. Hour to hour, day to day, week to 
week, executives must play their leadership styles like a pro—
using the right one at just the right time and in the right meas-
ure. The payoff is in the results.

A genuine leader is not 

a searcher of 

consensus, but a 

molder of consensus. 
 
- Martin Luther King
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Growing Your Emotional Intelligence

Unlike IQ, which is largely genetic—it changes little from childhood—the skills of emotional 
intelligence can be learned at any age. It’s not easy, however. Growing your emotional intel-
ligence takes practice and commitment. But the payoffs are well worth the investment.

Consider the case of a marketing director for a division of a global food company. Jack, as 
I’ll call him, was a classic pacesetter: high-energy, always striving to find better ways to 
get things done, and too eager to step in and take over when, say, someone seemed 
about to miss a deadline. Worse, Jack was prone to pounce on anyone who didn’t seem 
to meet his standards, flying off the handle if a person merely deviated from completing a 
job in the order Jack thought best.

Jack’s leadership style had a predictably disastrous impact on climate and business re-
sults. After two years of stagnant performance, Jack’s boss suggested he seek out a 
coach. Jack wasn’t pleased but, realizing his own job was on the line, he complied.

The coach, an expert in teaching people how to increase their emotional intelligence, be-
gan with a 360-degree evaluation of Jack. A diagnosis from multiple viewpoints is essen-
tial in improving emotional intelligence because those who need the most help usually 
have blind spots. In fact, our research found that top-performing leaders overestimate 
their strengths on, at most, one emotional intelligence ability, whereas poor performers 
overrate themselves on four or more. Jack was not that far off, but he did rate himself 
more glowingly than his direct reports, who gave him especially low grades on emotional 
self-control and empathy.

Initially, Jack had some trouble accepting the feedback data. But when his coach showed 
him how those weaknesses were tied to his inability to display leadership styles depend-
ent on those competencies—especially the authoritative, affiliative, and coaching styles—
Jack realized he had to improve if he wanted to advance in the company. Making such a 
connection is essential. The reason: improving emotional intelligence isn’t done in a week-
end or during a seminar—it takes diligent practice on the job, over several months. If peo-
ple do not see the value of the change, they will not make that effort.
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Once Jack zeroed in on areas for improvement and committed himself to making the ef-
fort, he and his coach worked up a plan to turn his day-to-day job into a learning labora-
tory. For instance, Jack discovered he was empathetic when things were calm, but in a cri-
sis, he tuned out others. This tendency hampered his ability to listen to what people were 
telling him in the very moments he most needed to do so. Jack’s plan required him to fo-
cus on his behavior during tough situations. As soon as he felt himself tensing up, his job 
was to immediately step back, let the other person speak, and then ask clarifying ques-
tions. The point was to not act judgmental or hostile under pressure.

The change didn’t come easily, but with practice Jack learned to defuse his flare-ups by 
entering into a dialogue instead of launching a harangue. Although he didn’t always agree 
with them, at least he gave people a chance to make their case. At the same time, Jack 
also practiced giving his direct reports more positive feedback and reminding them of how 
their work contributed to the group’s mission. And he restrained himself from micromanag-
ing them.

Jack met with his coach every week or two to review his progress and get advice on spe-
cific problems. For instance, occasionally Jack would find himself falling back on his old 
pacesetting tactics—cutting people off, jumping in to take over, and blowing up in a rage. 
Almost immediately, he would regret it. So he and his coach dissected those relapses to 
figure out what triggered the old ways and what to do the next time a similar moment 
arose. Such “relapse prevention” measures inoculate people against future lapses or just 
giving up. Over a six-month period, Jack made real improvement. His own records 
showed he had reduced the number of flare-ups from one or more a day at the beginning 
to just one or two a month. The climate had improved sharply, and the division’s numbers 
were starting to creep upward.

Why does improving an emotional intelligence competence take months rather than days? 
Because the emotional centers of the brain, not just the neocortex, are involved. The neo-
cortex, the thinking brain that learns technical skills and purely cognitive abilities, gains 
knowledge very quickly, but the emotional brain does not. To master a new behavior, the 
emotional centers need repetition and practice. Improving your emotional intelligence, 
then, is akin to changing your habits. Brain circuits that carry leadership habits have to un-
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learn the old ones and replace them with the new. The more 
often a behavioral sequence is repeated, the stronger the un-
derlying brain circuits become. At some point, the new neural 
pathways become the brain’s default option. When that hap-
pened, Jack was able to go through the paces of leadership 
effortlessly, using styles that worked for him—and the whole 
company.

Emotional 
Intelligence is the 

ability to create a 

balance between 

knowing what you 

don’t know, and that 

what you do know, can 

be improved upon. 
 
- Anonymous
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Then, Ryan Duffy talks with veterans from Iraq and Afghanistan 
who are struggling with mental illness, addiction, and PTSD—
often over-prescribed narcotics and other pharmaceuticals that 
bring their own sets of problems.

Movie 1.5  VICE on HBO Season 2: No Man Left Behind



Social Network

How One Company Reduced Email by 64%

by Andrew Shipilov and Robert J. Crawford

If you’re going to achieve growth in the knowledge economy, your employees need to be 
able to quickly find people inside and outside the company whose expertise can help 
them solve critical business problems. That takes a highly effective communication tool.

Oh, we already have that, you might say: email.

Email is indeed good for enabling employees to communicate with colleagues they al-
ready know. But it hasn’t changed much in all these years, and it remains ill-suited for help-
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ing employees find experts they don’t 
know, particularly in other companies.

And as younger employees join the work-
force, who are used to communicating 
with friends via Facebook and Twitter, they 
find it restrictive to have to rely on email at 
work.

Frustrated by these limitations, the global 
information-technology service provider 
Atos, headquartered in France, sought an 
internal collaboration system that would 
do away with email’s “closed” form of com-
munication.

It acquired social-software maker blueKiwi 
and combined the acquired company’s ap-
plication with two from Microsoft, creating 
a platform that allows individuals and 
teams, including those in partners and cli-
ents, to enter virtual “communities” where 
they can collaborate on complex projects.

The platform functions like a wiki, with 
members of a community — which might 
be based on a project, client, or topic — 
editing documents together and getting ap-
proval for changes from community mem-
bers and other stakeholders. Each commu-
nity has a volunteer leader who pledges to 
promote the community among col-
leagues. The platform ties together strands 
of communication such as messages and 

microblogs with discussion groups. It also 
helps participants maintain CVs that list 
past positions and projects, so that other 
community members can find people with 
needed skills.

The collaboration platform grew out of a 
2011 announcement by Atos CEO Thierry 
Breton that the firm would become a “zero 
internal email” company over the next 
three years. Critics scoffed, but Atos took 
the challenge seriously, investing heavily in 
an alternative to serve its 86,000 employ-
ees in 66 countries. Gartner estimates that 
the company invested 500 times more 
than an average organization invests in so-
cial collaboration.

Despite the initial skepticism, by the end of 
May 2013 approximately 4,000 communi-
ties were up and running on the platform. 
By 2014, users had created more than 
10,000 communities, some of which linked 
Atos to its business partners. By this year, 
80,000 individuals were connected.

The investment is paying off. Atos employ-
ees now routinely use the platform for find-
ing experts internally. For example, some 
of the company’s executives set up an in-
ternal “social help desk” to enable its SAP 
experts to increase their knowledge 
through exchanges with other SAP ex-
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perts. The leader of this community of 
2,000 members had previously tried creat-
ing the same function via email, but the 
SAP experts rarely read email queries, so 
askers weren’t getting responses. With the 
collaboration platform, Atos’s SAP special-
ists post a note with a question, and other 
experts within the community readily reply.

In another case, a corporate customer’s 
managers were expressing doubts about 
Atos’s value and were openly discussing 
dropping Atos and opening an internal IT-
consulting unit. To increase the customer’s 
awareness of Atos’s contributions while im-
proving communication with the customer, 
one Atos executive created a community 
that connected Atos employees to those 
working for the customer. By engaging 
with Atos’s experts directly through the col-
laboration platform, the customer’s execu-
tives exchanged knowledge with Atos, 
posted questions, and shared their experi-
ences. This community helped the clients 
recognize that they were working toward a 
common goal with Atos. A better under-
standing of who they were working with at 
Atos also helped the customer’s execu-
tives to speed up problem solving. Thus 
the community helped Atos retain an im-
portant client.

Atos has grown through numerous acquisi-
tions, and the platform has been helpful in 
enabling the firm to integrate its acquired 
companies. Atos finds that it now achieves 
a better level of integration, faster, than be-
fore the platform was implemented.

In the end Atos wasn’t able to hit that 
zero-email goal, but the platform did help 
the company reduce email by 64% — a 
big plus for employees who were suffering 
from email overload. Not only does the col-
laboration platform reduce email, it also en-
ables community participants to filter con-
tent according to their individual needs 
and professional interests.

Atos’s experience is evidence that an effec-
tive collaboration platform isn’t just a tool 
for communication, it’s a key to achieving 
smooth, integrated growth and competi-
tive advantage in the knowledge economy.
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Facebook was created to make the world more open and con-
nected. Every one at Facebook is focused on our mission and 
building real value for people around the world in everything 
we do. Hear from Facebook employees about our unique cul-
ture and why we’re passionate about connecting the world.

Movie 1.6  The Facebook Delusion
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Successful Startups... 

Don’t Make Money Their Primary Mission

by Kevin Laws

Some people look at Silicon Valley and see 
a world filled with fortune-seekers come to 
strike it rich.

Yes, the Valley has its share of mercenar-
ies. But you’ve never heard of the compa-
nies they founded or ran, because those 
start-ups couldn’t attract or retain good tal-
ent, win solid investment backing, or earn 
customers’ good will.

What drives the most successful start-ups 
isn’t the money, it’s the mission. The foun-
ders who go on to create the greatest 
value for themselves and their investors 
are those with a vision of changing the 
world in some way.

People outside Silicon Valley are often puz-
zled by the apparent contradiction be-
tween the idea of companies having mis-
sions and the goal of big returns for inves-
tors.

As Jim Barksdale put it when he was CEO 
of Netscape, “saying that the purpose of a 
company is to make money is like saying 
that your purpose in life is to breathe.” Of 
course, if you’re not breathing, it doesn’t 

much matter what your purpose in life is. If 
you believe in your mission, then it’s part 
of your moral imperative to attach a busi-
ness model to it. There’s no faster way to 
achieve your lofty goals. But that’s the or-
der for it: The business model exists to 
serve the mission, not the other way 
around. That’s how Google managed to or-
ganize so much of the world’s information 
in a few decades, and Facebook managed 
to connect the wired world in just one.

But for founders who are in it just for the 
money, there are too many reasons and 
ways to quit before the company becomes 
a massive success.

After all, starting a new institution from 
scratch is really, really hard. Sometimes 
people stop because there’s no more 
money, or customers don’t like the prod-
uct. High-profile secret-sharing app Secret 
just shuttered its virtual doors and gave its 
remaining money back to investors when 
customers started leaving.

Other forms of quitting are less obvious. 
When a social-mission company sells out 
to a big corporation, the founders all get 
rich and sometimes the investors even 
make a little money. But that’s quitting too; 
no company ever changed the world by 
selling early. Often what happens is the ac-
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quiring company eventually shuts down 
the project and reassigns or lays off the 
employees.

The selling-early kind of quitting is actually 
more dangerous and represents a greater 
loss for investors than the giving-up-
under-hardship kind. For a start-up inves-
tor, losing the entire investment is the ex-
pected outcome. For good investors the 
losses are more than covered by the few 
massive successes — but a company with 
fantastic potential can’t become a massive 
success if it sells early.

Larry Page and Sergey Brin grew Google 
to its current dominance by sticking to 
their information-organizing mission. It was 
a mission they believed in enough to turn 
down an offer of $1 billion for their com-
pany from Yahoo. Google is worth over 
$350 billion today.

Yahoo also offered Mark Zuckerberg a bil-
lion dollars for Facebook while it was still 
an exclusive site that didn’t let most peo-
ple join. He turned the offer down (along 
with many larger offers, including from 
Google). His mission to connect everybody 
wasn’t done yet. The company is worth 
over $200 billion today.

Imagine if Google and Facebook had sold 
to Yahoo for a billion each — a great out-

come by any measure. But inside Yahoo, 
would Google have continued its crazy mis-
sionary projects, like scanning the world’s 
libraries or organizing all scholarly papers? 
Would Facebook have connected every-
body with social news feeds and a con-
stant flow of new mobile products?

In each case, the company’s greater mis-
sion and its financial success were inter-
twined.

Employees also have to be inspired by the 
mission. If employees are just mercenaries, 
they will disappear as soon as a better of-
fer comes along. For investments to have a 
chance of becoming unicorns — billion dol-
lar companies — they need management 
teams and talent that will persevere 
through the tough times and not sell out 
early in the good ones. Experienced inves-
tors know this — John Doerr at Kleiner 
Perkins often talks about looking for mis-
sionary founders rather than mercenary 
founders.

Of course every company has the obliga-
tion to become a successful financial busi-
ness, but the reason it exists is its mission. 
Lose sight of that, and you lose the com-
pany.
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TEDActive 2012 Giving Project, hosted by TOMS; "How do we 
get communities, businesses and individuals more engaged in 
the act of giving?"

Movie 2.1  Giving Project



Corporate Vision

Communicating a Corporate Vision to Your Team

by Kelly Decker and Ben Decker

Amit* manages a team of 40 people around the globe for a massive tech company. After 
months of furiously working on a new product to be the first to market, his boss told him 
that the company’s strategy had shifted. The product’s launch plans were then delayed, 
and competitors began gobbling up market share. Amit’s team felt deflated. Instead of 
celebrating a launch, they found themselves mired in more contract negotiations, tactical 
challenges, and follow-up calls. They doubted the new strategy. Amit had to restore their 
trust and motivation. He needed to communicate vision.
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Let’s clear something up. Amit’s big task 
was not to set the vision. In this case, the 
product strategy had changed at the top. 
His job was to translate the executives’ 
thinking behind the changes, so his team 
could understand why things had changed 
and how they were supposed to redirect 
their efforts. After all, they were now being 
told to scrap all the work that was done, 
go back to the drawing board, and renego-
tiate every painstaking contract. Without 
clarity around the why and how, it would 
be hard for them execute the new strategy.

There are two things to remember when try-
ing to communicate an organizational vi-
sion to your team. First, you have to target 
your message. Your team in IT has differ-
ent needs than Susan’s team in marketing. 
Leaders are responsible for translating the 
same vision into different messages that 
their unique teams will respond to. Sec-
ond, augment logical reasoning with an 
emotional appeal to inspire. That’s how 
you get buy-in, and how you shift the 
team’s response from “I have to,” to “I 
want to.”

We’ve developed a communication ap-
proach that breaks this down into four key 
components to be addressed: listeners, 
point of view, actions, and benefits:

Understand your listeners. Step back and 
think about your team. Sure, you know the 
player roster well, but attitudes change 
over time (e.g., from the beginning of a pro-
ject to the end). Before you start on the vi-
sion, take a few minutes to answer the fol-
lowing questions about your team:

• What do they know about the current 
status of your project or goal or bigger 
strategy? What are they expecting? How 
do they feel about the team and organiza-
tion right now?

• How would they challenge the vision? 
What would make them resistant?

• How can I help them? What problems am 
I trying to solve that will make their lives 
better in some way?

Find the lede of your story. With the 
broader vision in mind, it’s time to develop 
the specific point of view for your team. 
Think of this as the why behind the mes-
sage. What is the one thing that you want 
everyone to walk away knowing? (Warn-
ing: Don’t get too granular or tactical. 
You’re looking for a motivator—some way 
to get the team to nod their heads and ac-
cept the change.)

For Amit’s team, he couldn’t default to 
something as narrow as, “We need to ne-

86



gotiate new contracts for the new changes 
to our product.” Yes, that was a key ele-
ment (and it needed motivation!), but that 
wasn’t an inspiring vision. Instead, he had 
to make it bigger. “Our current product 
faced a massive risk of being commodi-
tized. Our products have never been com-
modities! We must always position our-
selves as the leader in this space.”

Point the way. After you have developed 
your point of view, it’s time to zero in on 
your next challenge: converting vision into 
action—or pointing your team toward the 
right direction so they can make some-
thing happen. You don’t have to lay out 
every step that leads to your ultimate goal, 
but you have to be specific and set bench-
marks and deadlines. Action steps have to 
be physical, timed, and measurable to 
pave a way toward the vision that the team 
can actually see.

For instance, Amit’s team had much work 
to complete over the next quarter. To get 
them started on renegotiating the con-
tracts immediately, he asked each of them 
to schedule meetings with three key stake-
holders by the end of the week.

Give them a reason to believe. Your mes-
sage also has to address what’s in it for 
them—each of them. Too often we provide 

a laundry list of general benefits that are 
far too removed to really motivate anyone. 
Better ROI, increased top-line growth, and 
greater customer satisfaction are all great 
for the organization … they just don’t 
mean that much to us as individuals.

Team leaders have to drive the benefit 
down to the individual level as much as 
possible. The best way to do this is to con-
nect the dots. Go back to how you de-
scribed your team. Amit could appeal to 
his team’s pride in leading the industry, or 
the accolades they would add to their pro-
fessional trophy cases: “Look at what 
you’ll create.” This individual focus en-
gages people’s emotions and moves them 
to action.   After all, logic makes us think, 
emotion drives us to act.

Emotion can also come from analogies, 
stories, or concrete examples that illus-
trate what success looks like. As Chip and 
Dan Heath describe in Switch, you want to 
create a destination postcard, or “a vivid 
picture from the near-term future that 
shows what could be possible.” Describe 
exactly what success will look like for your 
team, so everyone envisions the same 
goal. They should reach the same answers 
for questions like: How will a customer feel 
when they use the product? What will the 
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analysts say? How about kudos from the top? What do the ratings and reviews show?  

In order to get his team’s buy-in, Amit had to be more transparent about why the company 
was shifting to the new plan. He also had to demonstrate that he was listening. So, he ex-
plained how individual strengths and contributions from team members would move them 
forward. This approach helped Amit’s team feel proud and invested, yet again. The change 
in morale was noticeable across emails and check-ins. His team started building momen-
tum again.

As a team leader, you’re not always the one to set the grand overarching vision, but your 
role – communicating it and casting it in a way that motivates your team – is essential. Get-
ting your team to see how their work matters on an organizational level will keep them mo-
tivated and productive—especially during times of change. It will also reflect well on you 
as their manager. That’s the value of the vision.
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Does Brainstorming Work?

This is the question psychologists have been baffled by for 
nearly half a century and we're still on the path of discovering 
whether brainstorming is a technique that extracts the best out 
of people or if it's a method that suppresses creativity.

Journalist and author, Jonah Lehrer, argues that brainstorming 
produces less original ideas than those people who work by 
themselves. From Alex Osborn, the father of brainstorming, to 
Charlen Nemeth, Jonah explains why brainstorming just 
doesn't work. 

Movie 2.2  Jonah Lehrer on Brainstorming



Business Plan

How to Write a Great Business Plan

by William A. Sahlman

Few areas of business attract as much attention as new ventures, and few aspects of 
new-venture creation attract as much attention as the business plan. Countless books and 
articles in the popular press dissect the topic. A growing number of annual business-plan 
contests are springing up across the United States and, increasingly, in other countries. 
Both graduate and undergraduate schools devote entire courses to the subject. Indeed, 
judging by all the hoopla surrounding business plans, you would think that the only things 
standing between a would-be entrepreneur and spectacular success are glossy five-color 
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charts, a bundle of meticulous-looking 
spreadsheets, and a decade of month-by-
month financial projections.

Nothing could be further from the truth. In 
my experience with hundreds of entrepre-
neurial startups, business plans rank no 
higher than 2—on a scale from 1 to 10—as 
a predictor of a new venture’s success. 
And sometimes, in fact, the more elabo-
rately crafted the document, the more 
likely the venture is to, well, flop, for lack of 
a more euphemistic word.

What’s wrong with most business plans? 
The answer is relatively straightforward. 
Most waste too much ink on numbers and 
devote too little to the information that 
really matters to intelligent investors. As 
every seasoned investor knows, financial 
projections for a new company—especially 
detailed, month-by-month projections that 
stretch out for more than a year—are an 
act of imagination. An entrepreneurial ven-
ture faces far too many unknowns to pre-
dict revenues, let alone profits. Moreover, 
few if any entrepreneurs correctly antici-
pate how much capital and time will be re-
quired to accomplish their objectives. Typi-
cally, they are wildly optimistic, padding 
their projections. Investors know about the 
padding effect and therefore discount the 
figures in business plans. These maneu-

vers create a vicious circle of inaccuracy 
that benefits no one.

Don’t misunderstand me: business plans 
should include some numbers. But those 
numbers should appear mainly in the form 
of a business model that shows the entre-
preneurial team has thought through the 
key drivers of the venture’s success or fail-
ure. In manufacturing, such a driver might 
be the yield on a production process; in 
magazine publishing, the anticipated re-
newal rate; or in software, the impact of us-
ing various distribution channels. The 
model should also address the break-even 
issue: At what level of sales does the busi-
ness begin to make a profit? And even 
more important, When does cash flow turn 
positive? Without a doubt, these questions 
deserve a few pages in any business plan. 
Near the back.

What goes at the front? What information 
does a good business plan contain?

If you want to speak the language of inves-
tors—and also make sure you have asked 
yourself the right questions before setting 
out on the most daunting journey of a busi-
nessperson’s career—I recommend basing 
your business plan on the framework that 
follows. It does not provide the kind of 
“winning” formula touted by some current 
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how-to books and software programs for 
entrepreneurs. Nor is it a guide to brain sur-
gery. Rather, the framework systematically 
assesses the four interdependent factors 
critical to every new venture:

• The People. The men and women starting 
and running the venture, as well as the 
outside parties providing key services or 
important resources for it, such as its law-
yers, accountants, and suppliers.

• The Opportunity. A profile of the business 
itself—what it will sell and to whom, 
whether the business can grow and how 
fast, what its economics are, who and 
what stand in the way of success. more

• The Context. The big picture—the regula-
tory environment, interest rates, demo-
graphic trends, inflation, and the like—ba-
sically, factors that inevitably change but 
cannot be controlled by the entrepreneur.

• Risk and Reward. An assessment of every-
thing that can go wrong and right, and a 
discussion of how the entrepreneurial 
team can respond.

The assumption behind the framework is 
that great businesses have attributes that 
are easy to identify but hard to assemble. 
They have an experienced, energetic mana-
gerial team from the top to the bottom. 

The team’s members have skills and experi-
ences directly relevant to the opportunity 
they are pursuing. Ideally, they will have 
worked successfully together in the past. 
The opportunity has an attractive, sustain-
able business model; it is possible to cre-
ate a competitive edge and defend it. 
Many options exist for expanding the scale 
and scope of the business, and these op-
tions are unique to the enterprise and its 
team. Value can be extracted from the busi-
ness in a number of ways either through a 
positive harvest event—a sale—or by scal-
ing down or liquidating. The context is fa-
vorable with respect to both the regulatory 
and the macro-economic environments. 
Risk is understood, and the team has con-
sidered ways to mitigate the impact of diffi-
cult events. In short, great businesses 
have the four parts of the framework com-
pletely covered. If only reality were so 
neat.

The People

When I receive a business plan, I always 
read the résumé section first. Not because 
the people part of the new venture is the 
most important, but because without the 
right team, none of the other parts really 
matters.
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I read the résumés of the venture’s team 
with a list of questions in mind. (See the in-
sert “Who Are These People, Anyway?”) 
All these questions get at the same three 
issues about the venture’s team members: 
What do they know? Whom do they 
know? and How well are they known?

What and whom they know are matters of 
insight and experience. How familiar are 
the team members with industry players 
and dynamics? Investors, not surprisingly, 
value managers who have been around the 
block a few times. A business plan should 
candidly describe each team member’s 
knowledge of the new venture’s type of 
product or service; its production proc-
esses; and the market itself, from competi-
tors to customers. It also helps to indicate 
whether the team members have worked 
together before. Not played—as in roomed 
together in college—but worked.

Investors also look favorably on a team 
that is known because the real world often 
prefers not to deal with start-ups. They’re 
too unpredictable. That changes, however, 
when the new company is run by people 
well known to suppliers, customers, and 
employees. Their enterprise may be brand 
new, but they aren’t. The surprise element 
of working with a start-up is somewhat 
ameliorated.

Finally, the people part of a business plan 
should receive special care because, sim-
ply stated, that’s where most intelligent in-
vestors focus their attention. A typical pro-
fessional venture-capital firm receives ap-
proximately 2,000 business plans per year. 
These plans are filled with tantalizing ideas 
for new products and services that will 
change the world and reap billions in the 
process—or so they say. But the fact is, 
most venture capitalists believe that ideas 
are a dime a dozen: only execution skills 
count. 

As Arthur Rock, a venture capital legend 
associated with the formation of such com-
panies as Apple, Intel, and Teledyne, 
states, “I invest in people, not ideas.” Rock 
also has said, “If you can find good peo-
ple, if they’re wrong about the product, 
they’ll make a switch, so what good is it to 
understand the product that they’re talking 
about in the first place?” more

Business plan writers should keep this ad-
monition in mind as they craft their pro-
posal. Talk about the people—exhaus-
tively. And if there is nothing solid about 
their experience and abilities to herald, 
then the entrepreneurial team should think 
again about launching the venture.
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The Opportunity

When it comes to the opportunity itself, a 
good business plan begins by focusing on 
two questions: Is the total market for the 
venture’s product or service large, rapidly 
growing, or both? Is the industry now, or 
can it become, structurally attractive? En-
trepreneurs and investors look for large or 
rapidly growing markets mainly because it 
is often easier to obtain a share of a grow-
ing market than to fight with entrenched 
competitors for a share of a mature or stag-
nant market. Smart investors, in fact, try 
hard to identify high-growth-potential mar-
kets early in their evolution: that’s where 
the big payoffs are. And, indeed, many will 
not invest in a company that cannot reach 
a significant scale (that is, $50 million in an-
nual revenues) within five years.

As for attractiveness, investors are obvi-
ously looking for markets that actually al-
low businesses to make some money. But 
that’s not the no-brainer it seems. In the 
late 1970s, the computer disk-drive busi-
ness looked very attractive. The technol-
ogy was new and exciting. Dozens of com-
panies jumped into the fray, aided by an 
army of professional investors. Twenty 
years later, however, the thrill is gone for 
managers and investors alike. Disk drive 
companies must design products to meet 

the perceived needs of original equipment 
manufacturers (OEMs) and end users. Sell-
ing a product to OEMs is complicated. The 
customers are large relative to most of 
their suppliers. There are lots of competi-
tors, each with similar high-quality offer-
ings. Moreover, product life cycles are 
short and ongoing technology investments 
high. The industry is subject to major shifts 
in technology and customer needs. In-
tense rivalry leads to lower prices and, 
hence, lower margins. In short, the disk 
drive industry is simply not set up to make 
people a lot of money; it’s a structural dis-
aster area.

The information services industry, by con-
trast, is paradise. Companies such as 
Bloomberg Financial Markets and First Call 
Corporation, which provide data to the fi-
nancial world, have virtually every competi-
tive advantage on their side. First, they can 
assemble or create proprietary con-
tent—content that, by the way, is like life’s 
blood to thousands of money managers 
and stock analysts around the world. And 
although it is often expensive to develop 
the service and to acquire initial custom-
ers, once up and running, these compa-
nies can deliver content to customers very 
cheaply. Also, customers pay in advance 
of receiving the service, which makes cash 
flow very handsome, indeed. In short, the 

95



structure of the information services indus-
try is beyond attractive: it’s gorgeous. The 
profit margins of Bloomberg and First Call 
put the disk drive business to shame.

Thus, the first step for entrepreneurs is to 
make sure they are entering an industry 
that is large and/or growing, and one that’s 
structurally attractive. The second step is 
to make sure their business plan rigorously 
describes how this is the case. And if it 
isn’t the case, their business plan needs to 
specify how the venture will still manage to 
make enough of a profit that investors (or 
potential employees or suppliers, for that 
matter) will want to participate.

Once it examines the new venture’s indus-
try, a business plan must describe in detail 
how the company will build and launch its 
product or service into the marketplace. 
Again, a series of questions should guide 
the discussion. (See the insert “The Oppor-
tunity of a Lifetime—or Is It?”)

Often the answers to these questions re-
veal a fatal flaw in the business. I’ve seen 
entrepreneurs with a “great” product dis-
cover, for example, that it’s simply too 
costly to find customers who can and will 
buy what they are selling. Economically vi-
able access to customers is the key to 
business, yet many entrepreneurs take the 

Field of Dreams approach to this notion: 
build it, and they will come. That strategy 
works in the movies but is not very sensi-
ble in the real world.

It is not always easy to answer questions 
about the likely consumer response to new 
products or services. The market is as 
fickle as it is unpredictable. (Who would 
have guessed that plug-in room deodoriz-
ers would sell?) One entrepreneur I know 
proposed to introduce an electronic news-
clipping service. He made his pitch to a 
prospective venture-capital investor who 
rejected the plan, stating, “I just don’t think 
the dogs will eat the dog food.” Later, 
when the entrepreneur’s company went 
public, he sent the venture capitalist an 
anonymous package containing an empty 
can of dog food and a copy of his prospec-
tus. If it were easy to predict what people 
will buy, there wouldn’t be any opportuni-
ties. more

The market is as fickle as it is unpredictable. 
Who would have guessed that plug-in room 
deodorizers would sell?

Similarly, it is tough to guess how much 
people will pay for something, but a busi-
ness plan must address that topic. Some-
times, the dogs will eat the dog food, but 
only at a price less than cost. Investors al-
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ways look for opportunities for value pric-
ing—that is, markets in which the costs to 
produce the product are low, but consum-
ers will still pay a lot for it. No one is dying 
to invest in a company when margins are 
skinny. Still, there is money to be made in 
inexpensive products and services—even 
in commodities. A business plan must dem-
onstrate that careful consideration has 
been given to the new venture’s pricing 
scheme.

The list of questions about the new ven-
ture’s opportunity focuses on the direct 
revenues and the costs of producing and 
marketing a product. That’s fine, as far as 
it goes. A sensible proposal, however, also 
involves assessing the business model 
from a perspective that takes into account 
the investment required—that is, the bal-
ance sheet side of the equation. The follow-
ing questions should also be addressed so 
that investors can understand the cash 
flow implications of pursuing an opportu-
nity:

• When does the business have to buy re-
sources, such as supplies, raw materials, 
and people?

• When does the business have to pay for 
them?

• How long does it take to acquire a cus-
tomer?

• How long before the customer sends the 
business a check?

• How much capital equipment is required 
to support a dollar of sales?

Investors, of course, are looking for busi-
nesses in which management can buy low, 
sell high, collect early, and pay late. The 
business plan needs to spell out how close 
to that ideal the new venture is expected 
to come. Even if the answer is “not ve-
ry”—and it usually is—at least the truth is 
out there to discuss. more

The opportunity section of a business plan 
must also bring a few other issues to the 
surface. First, it must demonstrate and ana-
lyze how an opportunity can grow—in 
other words, how the new venture can ex-
pand its range of products or services, cus-
tomer base, or geographic scope. Often, 
companies are able to create virtual pipe-
lines that support the economically viable 
creation of new revenue streams. In the 
publishing business, for example, Inc. 
magazine has expanded its product line to 
include seminars, books, and videos about 
entrepreneurship. Similarly, building on the 
success of its personal-finance software 
program Quicken, Intuit now sells software 
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for electronic banking, small-business ac-
counting, and tax preparation, as well as 
personal-printing supplies and on-line infor-
mation services—to name just a few of its 
highly profitable ancillary spin-offs.

Now, lots of business plans runneth over 
on the subject of the new venture’s poten-
tial for growth and expansion. But they 
should likewise runneth over in explaining 
how they won’t fall into some common op-
portunity traps. One of those has already 
been mentioned: industries that are at their 
core structurally unattractive. But there are 
others. The world of invention, for exam-
ple, is fraught with danger. Over the past 
15 years, I have seen scores of individuals 
who have devised a better mouse-
trap—newfangled creations from inflatable 
pillows for use on airplanes to automated 
car-parking systems. Few of these idea-
driven companies have really taken off, 
however. I’m not entirely sure why. Some-
times, the inventor refuses to spend the 
money required by or share the rewards 
sufficiently with the business side of the 
company. Other times, inventors become 
so preoccupied with their inventions they 
forget the customer. Whatever the reason, 
better-mousetrap businesses have an un-
canny way of malfunctioning.

Whatever the reason, better-mousetrap 
businesses have an uncanny way of mal-
functioning.

Another opportunity trap that business 
plans—and entrepreneurs in gener-
al—need to pay attention to is the tricky 
business of arbitrage. Basically, arbitrage 
ventures are created to take advantage of 
some pricing disparity in the marketplace. 
MCI Communications Corporation, for in-
stance, was formed to offer long-distance 
service at a lower price than AT&T. Some 
of the industry consolidations going on to-
day reflect a different kind of arbi-
trage—the ability to buy small businesses 
at a wholesale price, roll them up together 
into a larger package, and take them pub-
lic at a retail price, all without necessarily 
adding value in the process.

Taking advantage of arbitrage opportuni-
ties is a viable and potentially profitable 
way to enter a business. In the final analy-
sis, however, all arbitrage opportunities 
evaporate. It is not a question of whether, 
only when. The trick in these businesses is 
to use the arbitrage profits to build a more 
enduring business model, and business 
plans must explain how and when that will 
occur.
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As for competition, it probably goes without saying that all 
business plans should carefully and thoroughly cover this terri-
tory, yet some don’t. That is a glaring omission. For starters, 
every business plan should answer the following questions 
about the competition:

• Who are the new venture’s current competitors?

• What resources do they control? What are their 
strengths and weaknesses?

• How will they respond to the new venture’s decision to 
enter the business?

• How can the new venture respond to its competitors’ re-
sponse?

• Who else might be able to observe and exploit the same 
opportunity?

• Are there ways to co-opt potential or actual competitors 
by forming alliances?

Business is like chess: to be successful, you must anticipate 
several moves in advance. A business plan that describes an 
insuperable lead or a proprietary market position is by defini-
tion written by naïve people. That goes not just for the compe-
tition section of the business plan but for the entire discussion 
of the opportunity. All opportunities have promise; all have vul-
nerabilities. A good business plan doesn’t whitewash the lat-
ter. Rather, it proves that the entrepreneurial team knows the 
good, the bad, and the ugly that the venture faces ahead.

Failing to plan is 

planning to fail.  
 
Hope is not a plan. 
 
- Harrison Jones
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The Context

Opportunities exist in a context. At one 
level is the macroeconomic environment, 
including the level of economic activity, in-
flation, exchange rates, and interest rates. 
At another level are the wide range of gov-
ernment rules and regulations that affect 
the opportunity and how resources are 
marshaled to exploit it. Examples extend 
from tax policy to the rules about raising 
capital for a private or public company. 
And at yet another level are factors like 
technology that define the limits of what a 
business or its competitors can accom-
plish.

Context often has a tremendous impact on 
every aspect of the entrepreneurial proc-
ess, from identification of opportunity to 
harvest. In some cases, changes in some 
contextual factor create opportunity. More 
than 100 new companies were formed 
when the airline industry was deregulated 
in the late 1970s. The context for financing 
was also favorable, enabling new entrants 
like People Express to go to the public mar-
ket for capital even before starting opera-
tions.

Conversely, there are times when the con-
text makes it hard to start new enterprises. 
The recession of the early 1990s combined 

with a difficult financing environment for 
new companies: venture capital disburse-
ments were low, as was the amount of 
capital raised in the public markets. (Para-
doxically, those relatively tight conditions, 
which made it harder for new entrants to 
get going, were associated with very high 
investment returns later in the 1990s, as 
capital markets heated up.)

Sometimes, a shift in context turns an unat-
tractive business into an attractive one, 
and vice versa. Consider the case of a 
packaging company some years ago that 
was performing so poorly it was about to 
be put on the block. Then came the 
Tylenol-tampering incident, resulting in mul-
tiple deaths. The packaging company hap-
pened to have an efficient mechanism for 
installing tamper-proof seals, and in a mat-
ter of weeks its financial performance 
could have been called spectacular. Con-
versely, U.S. tax reforms enacted in 1986 
created havoc for companies in the real es-
tate business, eliminating almost every 
positive incentive to invest. Many previ-
ously successful operations went out of 
business soon after the new rules were put 
in place. more

Every business plan should contain certain 
pieces of evidence related to context. 
First, the entrepreneurs should show a 
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heightened awareness of the new ven-
ture’s context and how it helps or hinders 
their specific proposal. Second, and more 
important, they should demonstrate that 
they know the venture’s context will inevita-
bly change and describe how those 
changes might affect the business. Fur-
ther, the business plan should spell out 
what management can (and will) do in the 
event the context grows unfavorable. Fi-
nally, the business plan should explain the 
ways (if any) in which management can af-
fect context in a positive way. For example, 
management might be able to have an im-
pact on regulations or on industry stan-
dards through lobbying efforts.

Risk and Reward

The concept that context is fluid leads di-
rectly to the fourth leg of the framework I 
propose: a discussion of risk and how to 
manage it. I’ve come to think of a good 
business plan as a snapshot of an event in 
the future. That’s quite a feat to begin 
with—taking a picture of the unknown. But 
the best business plans go beyond that; 
they are like movies of the future. They 
show the people, the opportunity, and the 
context from multiple angles. They offer a 
plausible, coherent story of what lies 

ahead. They unfold possibilities of action 
and reaction.

Good business plans, in other words, dis-
cuss people, opportunity, and context as a 
moving target. All three factors (and the re-
lationship among them) are likely to 
change over time as a company evolves 
from start-up to ongoing enterprise. There-
fore, any business plan worth the time it 
takes to write or read needs to focus atten-
tion on the dynamic aspects of the entre-
preneurial process.

Of course, the future is hard to predict. 
Still, it is possible to give potential inves-
tors a sense of the kind and class of risk 
and reward they are assuming with a new 
venture. All it takes is a pencil and two sim-
ple drawings. (See the insert “Visualizing 
Risk and Reward.”) But even with these 
drawings, risk is, well, risky. In reality, there 
are no immutable distributions of out-
comes. It is ultimately the responsibility of 
management to change the distribution, to 
increase the likelihood and consequences 
of success, and to decrease the likelihood 
and implications of problems.

One of the greatest myths about entrepre-
neurs is that they are risk seekers. All sane 
people want to avoid risk.
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One of the great myths about entrepre-
neurs is that they are risk seekers. All sane 
people want to avoid risk. As Harvard Busi-
ness School professor (and venture capital-
ist) Howard Stevenson says, true entrepre-
neurs want to capture all the reward and 
give all the risk to others. The best busi-
ness is a post office box to which people 
send cashier’s checks. Yet risk is unavoid-
able. So what does that mean for a busi-
ness plan?

It means that the plan must unflinchingly 
confront the risks ahead—in terms of peo-
ple, opportunity, and context. What hap-
pens if one of the new venture’s leaders 
leaves? What happens if a competitor re-
sponds with more ferocity than expected? 
What happens if there is a revolution in Na-
mibia, the source of a key raw material? 
What will management actually do?

Those are hard questions for an entrepre-
neur to pose, especially when seeking capi-
tal. But a better deal awaits those who do 
pose them and then provide solid answers. 
A new venture, for example, might be 
highly leveraged and therefore very sensi-
tive to interest rates. Its business plan 
would benefit enormously by stating that 
management intends to hedge its expo-
sure through the financial-futures market 
by purchasing a contract that does well 

when interest rates go up. That is the 
equivalent of offering investors insurance. 
(It also makes sense for the business it-
self.)

Finally, one important area in the realm of 
risk/reward management relates to harvest-
ing. Venture capitalists often ask if a com-
pany is “IPOable,” by which they mean, 
Can the company be taken public at some 
point in the future? Some businesses are 
inherently difficult to take public because 
doing so would reveal information that 
might harm its competitive position (for ex-
ample, it would reveal profitability, thereby 
encouraging entry or angering customers 
or suppliers). Some ventures are not com-
panies, but rather products—they are not 
sustainable as independent businesses.

Therefore, the business plan should talk 
candidly about the end of the process. 
How will the investor eventually get money 
out of the business, assuming it is success-
ful, even if only marginally so? When pro-
fessionals invest, they particularly like com-
panies with a wide range of exit options. 
They like companies that work hard to pre-
serve and enhance those options along 
the way, companies that don’t, for exam-
ple, unthinkingly form alliances with big 
corporations that could someday actually 
buy them. Investors feel a lot better about 
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risk if the venture’s endgame is discussed 
up front. There is an old saying, “If you 
don’t know where you are going, any road 
will get you there.” In crafting sensible en-
trepreneurial strategies, just the opposite 
is true: you had better know where you 
might end up and have a map for getting 
there. A business plan should be the place 
where that map is drawn, for, as every trav-
eler knows, a journey is a lot less risky 
when you have directions.

The Deal and Beyond

Once a business plan is written, of course, 
the goal is to land a deal. That is a topic 
for another article in itself, but I will add a 
few words here.

When I talk to young (and old) entrepre-
neurs looking to finance their ventures, 
they obsess about the valuation and terms 
of the deal they will receive. Their explicit 
goal seems to be to minimize the dilution 
they will suffer in raising capital. Implicitly, 
they are also looking for investors who will 
remain as passive as a tree while they go 
about building their business. On the food 
chain of investors, it seems, doctors and 
dentists are best and venture capitalists 
are worst because of the degree to which 

the latter group demands control and a 
large share of the returns.

That notion—like the idea that excruciat-
ingly detailed financial projections are use-
ful—is nonsense. From whom you raise 
capital is often more important than the 
terms. New ventures are inherently risky, 
as I’ve noted; what can go wrong will. 
When that happens, unsophisticated inves-
tors panic, get angry, and often refuse to 
advance the company more money. 

Sophisticated investors, by contrast, roll 
up their sleeves and help the company 
solve its problems. Often, they’ve had lots 
of experience saving sinking ships. They 
are typically process literate. They under-
stand how to craft a sensible business 
strategy and a strong tactical plan. They 
know how to recruit, compensate, and mo-
tivate team members. They are also famil-
iar with the Byzantine ins and outs of go-
ing public—an event most entrepreneurs 
face but once in a lifetime. This kind of 
know-how is worth the money needed to 
buy it.

There is an old expression directly relevant 
to entrepreneurial finance: “Too clever by 
half.” Often, deal makers get very creative, 
crafting all sorts of payoff and option 
schemes. That usually backfires. My experi-
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ence has proven again and again that sen-
sible deals have the following six character-
istics:

• They are simple.

• They are fair.

• They emphasize trust rather than le-
gal ties.

• They do not blow apart if actual dif-
fers slightly from plan.

• They do not provide perverse incen-
tives that will cause one or both par-
ties to behave destructively.

• They are written on a pile of papers 
no greater than one-quarter inch 
thick.

But even these six simple rules miss an im-
portant point. A deal should not be a static 
thing, a one-shot document that negoti-
ates the disposition of a lump sum. In-
stead, it is incumbent upon entrepreneurs, 
before they go searching for funding, to 
think about capital acquisition as a dy-
namic process—to figure out how much 
money they will need and when they will 
need it.

How is that accomplished? The trick is for 
the entrepreneurial team to treat the new 

venture as a series of experiments. Before 
launching the whole show, launch a little 
piece of it. Convene a focus group to test 
the product, build a prototype and watch it 
perform, conduct a regional or local rollout 
of a service. Such an exercise reveals the 
true economics of the business and can 
help enormously in determining how much 
money the new venture actually requires 
and in what stages. Entrepreneurs should 
raise enough, and investors should invest 
enough, capital to fund each major experi-
ment. Experiments, of course, can feel ex-
pensive and risky. But I’ve seen them pre-
vent disasters and help create successes. I 
consider it a prerequisite of putting to-
gether a winning deal.

Beware the Albatross

Among the many sins committed by busi-
ness plan writers is arrogance. In today’s 
economy, few ideas are truly proprietary. 
Moreover, there has never been a time in 
recorded history when the supply of capi-
tal did not outrace the supply of opportu-
nity. The true half-life of opportunity is de-
creasing with the passage of time.

A business plan must not be an albatross 
that hangs around the neck of the entrepre-
neurial team, dragging it into oblivion. In-
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stead, a business plan must be a call for action, one that recognizes management’s re-
sponsibility to fix what is broken proactively and in real time. Risk is inevitable, avoiding 
risk impossible. Risk management is the key, always tilting the venture in favor of reward 
and away from risk.

A plan must demonstrate mastery of the entire entrepreneurial process, from identification 
of opportunity to harvest. It is not a way to separate unsuspecting investors from their 
money by hiding the fatal flaw. For in the final analysis, the only one being fooled is the en-
trepreneur. more

We live today in the golden age of entrepreneurship. Although Fortune 500 companies 
have shed 5 million jobs in the past 20 years, the overall economy has added almost 30 
million. Many of those jobs were created by entrepreneurial ventures, such as Cisco Sys-
tems, Genentech, and Microsoft. Each of those companies started with a business plan. Is 
that why they succeeded? There is no knowing for sure. But there is little doubt that craft-
ing a business plan so that it thoroughly and candidly addresses the ingredients of suc-
cess—people, opportunity, context, and the risk/reward picture—is vitally important. In the 
absence of a crystal ball, in fact, a business plan built of the right information and analysis 
can only be called indispensable.
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The Opportunity of a Lifetime—or Is It?

Nine Questions About the Business Every Business Plan Should Answer

1. Who is the new venture’s customer?

2. How does the customer make decisions about buying this product or service?

3. To what degree is the product or service a compelling purchase for the customer?

4. How will the product or service be priced?

5. How will the venture reach all the identified customer segments?

6. How much does it cost (in time and resources) to acquire a customer?

7. How much does it cost to produce and deliver the product or service?

8. How much does it cost to support a customer?

9. How easy is it to retain a customer?
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Who Are These People, Anyway?

Fourteen “Personal” Questions Every Business Plan Should Answer

1. Where are the founders from?

2. Where have they been educated?

3. Where have they worked—and for whom?

4. What have they accomplished—professionally and personally—in the past?

5. What is their reputation within the business community?

6. What experience do they have that is directly relevant to the opportunity they are 
pursuing?

7. What skills, abilities, and knowledge do they have?

8. How realistic are they about the venture’s chances for success and the tribulations 
it will face?

9. Who else needs to be on the team?

10. Are they prepared to recruit high-quality people?

11. How will they respond to adversity?

12. Do they have the mettle to make the inevitable hard choices that have to be 
made?

13. How committed are they to this venture?

14. What are their motivations?
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Business Plans: For Entrepreneurs Only?

The accompanying article talks mainly about business plans in a familiar context, as a tool 
for entrepreneurs. But quite often, start-ups are launched within established companies. 
Do those new ventures require business plans? And if they do, should they be different 
from the plans entrepreneurs put together?

The answer to the first question is an emphatic yes; the answer to the second, an equally 
emphatic no. All new ventures—whether they are funded by venture capitalists or, as is the 
case with intrapreneurial businesses, by shareholders—need to pass the same acid tests. 
After all, the marketplace does not differentiate between products or services based on 
who is pouring money into them behind the scenes.

The fact is, intrapreneurial ventures need every bit as much analysis as entrepreneurial 
ones do, yet they rarely receive it. Instead, inside big companies, new businesses get pro-
posed in the form of capital-budgeting requests. These faceless documents are subject to 
detailed financial scrutiny and a consensus-building process, as the project wends its way 
through the chain of command, what I call the “neutron bomb” model of project govern-
ance. However, in the history of such proposals, a plan never has been submitted that did 
not promise returns in excess of corporate hurdle rates. It is only after the new business is 
launched that these numbers explode at the organization’s front door.

That problem could be avoided in large part if intrapreneurial ventures followed the guide-
lines set out in the accompanying article. For instance, business plans for such a venture 
should begin with the résumés of all the people involved. What has the team done in the 
past that would suggest it would be successful in the future, and so on? In addition, the 
new venture’s product or service should be fully analyzed in terms of its opportunity and 
context. Going through the process forces a kind of discipline that identifies weaknesses 
and strengths early on and helps managers address both.

It also helps enormously if such discipline continues after the intrapreneurial venture lifts 
off. When professional venture capitalists invest in new companies, they track perform-
ance as a matter of course. But in large companies, scrutiny of a new venture is often in-
consistent. That shouldn’t or needn’t be the case. A business plan helps managers ask 

108



such questions as: How is the new venture doing relative to projections? What decisions 
has the team made in response to new information? Have changes in the context made ad-
ditional funding necessary? How could the team have predicted those changes? Such 
questions not only keep a new venture running smoothly but also help an organization 
learn from its mistakes and triumphs.

Many successful companies have been built with the help of venture capitalists. Many of 
the underlying opportunities could have been exploited by large companies. Why weren’t 
they? Perhaps useful lessons can be learned by studying the world of independent ven-
tures, one lesson being: Write a great business plan.
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What Makes a Leader

What Makes a Leader?

by Daniel Goleman

Editor’s Note: It was Daniel Goleman who first brought the term “emotional intelligence” to 
a wide audience with his 1995 book of that name, and it was Goleman who first applied 
the concept to business with his 1998 HBR article, reprinted here. In his research at nearly 
200 large, global companies, Goleman found that while the qualities traditionally associ-
ated with leadership—such as intelligence, toughness, determination, and vision—are re-
quired for success, they are insufficient. Truly effective leaders are also distinguished by a 
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high degree of emotional intelligence, 
which includes self-awareness, self-
regulation, motivation, empathy, and social 
skill.

These qualities may sound “soft” and un-
businesslike, but Goleman found direct 
ties between emotional intelligence and 
measurable business results. While emo-
tional intelligence’s relevance to business 
has continued to spark debate over the 
past six years, Goleman’s article remains 
the definitive reference on the subject, with 
a description of each component of emo-
tional intelligence and a detailed discus-
sion of how to recognize it in potential lead-
ers, how and why it connects to perform-
ance, and how it can be learned.

Every businessperson knows a story about 
a highly intelligent, highly skilled executive 
who was promoted into a leadership posi-
tion only to fail at the job. And they also 
know a story about someone with so-
lid—but not extraordinary—intellectual abili-
ties and technical skills who was promoted 
into a similar position and then soared.

Such anecdotes support the widespread 
belief that identifying individuals with the 
“right stuff” to be leaders is more art than 
science. After all, the personal styles of su-
perb leaders vary: Some leaders are sub-

dued and analytical; others shout their 
manifestos from the mountaintops. And 
just as important, different situations call 
for different types of leadership. Most 
mergers need a sensitive negotiator at the 
helm, whereas many turnarounds require a 
more forceful authority.

I have found, however, that the most effec-
tive leaders are alike in one crucial way: 
They all have a high degree of what has 
come to be known as emotional intelli-
gence. It’s not that IQ and technical skills 
are irrelevant. They do matter, but mainly 
as “threshold capabilities”; that is, they are 
the entry-level requirements for executive 
positions. But my research, along with 
other recent studies, clearly shows that 
emotional intelligence is the sine qua non 
of leadership. Without it, a person can 
have the best training in the world, an inci-
sive, analytical mind, and an endless sup-
ply of smart ideas, but he still won’t make 
a great leader.

In the course of the past year, my col-
leagues and I have focused on how emo-
tional intelligence operates at work. We 
have examined the relationship between 
emotional intelligence and effective per-
formance, especially in leaders. And we 
have observed how emotional intelligence 
shows itself on the job. How can you tell if 
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someone has high emotional intelligence, 
for example, and how can you recognize it 
in yourself? In the following pages, we’ll ex-
plore these questions, taking each of the 
components of emotional intelligence—
self-awareness, self-regulation, motivation, 
empathy, and social skill—in turn.

Evaluating Emotional Intelligence

Most large companies today have em-
ployed trained psychologists to develop 
what are known as “competency models” 
to aid them in identifying, training, and pro-
moting likely stars in the leadership firma-
ment. The psychologists have also devel-
oped such models for lower-level posi-
tions. And in recent years, I have analyzed 
competency models from 188 companies, 
most of which were large and global and 
included the likes of Lucent Technologies, 
British Airways, and Credit Suisse.

In carrying out this work, my objective was 
to determine which personal capabilities 
drove outstanding performance within 
these organizations, and to what degree 
they did so. I grouped capabilities into 
three categories: purely technical skills like 
accounting and business planning; cogni-
tive abilities like analytical reasoning; and 
competencies demonstrating emotional in-

telligence, such as the ability to work with 
others and effectiveness in leading 
change.

To create some of the competency mod-
els, psychologists asked senior managers 
at the companies to identify the capabili-
ties that typified the organization’s most 
outstanding leaders. To create other mod-
els, the psychologists used objective crite-
ria, such as a division’s profitability, to dif-
ferentiate the star performers at senior lev-
els within their organizations from the aver-
age ones. Those individuals were then ex-
tensively interviewed and tested, and their 
capabilities were compared. This process 
resulted in the creation of lists of ingredi-
ents for highly effective leaders. The lists 
ranged in length from seven to 15 items 
and included such ingredients as initiative 
and strategic vision.

When I analyzed all this data, I found dra-
matic results. To be sure, intellect was a 
driver of outstanding performance. Cogni-
tive skills such as big-picture thinking and 
long-term vision were particularly impor-
tant. But when I calculated the ratio of 
technical skills, IQ, and emotional intelli-
gence as ingredients of excellent perform-
ance, emotional intelligence proved to be 
twice as important as the others for jobs at 
all levels.
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Moreover, my analysis showed that emo-
tional intelligence played an increasingly 
important role at the highest levels of the 
company, where differences in technical 
skills are of negligible importance. In other 
words, the higher the rank of a person con-
sidered to be a star performer, the more 
emotional intelligence capabilities showed 
up as the reason for his or her effective-
ness. When I compared star performers 
with average ones in senior leadership po-
sitions, nearly 90% of the difference in 
their profiles was attributable to emotional 
intelligence factors rather than cognitive 
abilities.

Other researchers have confirmed that 
emotional intelligence not only distin-
guishes outstanding leaders but can also 
be linked to strong performance. The find-
ings of the late David McClelland, the re-
nowned researcher in human and organiza-
tional behavior, are a good example. In a 
1996 study of a global food and beverage 
company, McClelland found that when sen-
ior managers had a critical mass of emo-
tional intelligence capabilities, their divi-
sions outperformed yearly earnings goals 
by 20%. Meanwhile, division leaders with-
out that critical mass underperformed by 
almost the same amount. McClelland’s 
findings, interestingly, held as true in the 

company’s U.S. divisions as in its divisions 
in Asia and Europe.

In short, the numbers are beginning to tell 
us a persuasive story about the link be-
tween a company’s success and the emo-
tional intelligence of its leaders. And just 
as important, research is also demonstrat-
ing that people can, if they take the right 
approach, develop their emotional intelli-
gence.

Self-Awareness

Self-awareness is the first component of 
emotional intelligence—which makes 
sense when one considers that the Delphic 
oracle gave the advice to “know thyself” 
thousands of years ago. Self-awareness 
means having a deep understanding of 
one’s emotions, strengths, weaknesses, 
needs, and drives. People with strong self-
awareness are neither overly critical nor un-
realistically hopeful. Rather, they are hon-
est—with themselves and with others.

People who have a high degree of self-
awareness recognize how their feelings af-
fect them, other people, and their job per-
formance. Thus, a self-aware person who 
knows that tight deadlines bring out the 
worst in him plans his time carefully and 
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gets his work done well in advance. An-
other person with high self-awareness will 
be able to work with a demanding client. 
She will understand the client’s impact on 
her moods and the deeper reasons for her 
frustration. “Their trivial demands take us 
away from the real work that needs to be 
done,” she might explain. And she will go 
one step further and turn her anger into 
something constructive.

Self-awareness extends to a person’s un-
derstanding of his or her values and goals. 
Someone who is highly self-aware knows 
where he is headed and why; so, for exam-
ple, he will be able to be firm in turning 
down a job offer that is tempting financially 
but does not fit with his principles or long-
term goals. A person who lacks self-
awareness is apt to make decisions that 
bring on inner turmoil by treading on bur-
ied values. “The money looked good so I 
signed on,” someone might say two years 
into a job, “but the work means so little to 
me that I’m constantly bored.” The deci-
sions of self-aware people mesh with their 
values; consequently, they often find work 
to be energizing.

How can one recognize self-awareness? 
First and foremost, it shows itself as can-
dor and an ability to assess oneself realisti-
cally. People with high self-awareness are 

able to speak accurately and openly—
although not necessarily effusively or con-
fessionally—about their emotions and the 
impact they have on their work. For in-
stance, one manager I know of was skepti-
cal about a new personal-shopper service 
that her company, a major department-
store chain, was about to introduce. With-
out prompting from her team or her boss, 
she offered them an explanation: “It’s hard 
for me to get behind the rollout of this serv-
ice,” she admitted, “because I really 
wanted to run the project, but I wasn’t se-
lected. Bear with me while I deal with 
that.” The manager did indeed examine 
her feelings; a week later, she was support-
ing the project fully.

Such self-knowledge often shows itself in 
the hiring process. Ask a candidate to de-
scribe a time he got carried away by his 
feelings and did something he later regret-
ted. Self-aware candidates will be frank in 
admitting to failure—and will often tell their 
tales with a smile. One of the hallmarks of 
self-awareness is a self-deprecating sense 
of humor. more

Self-awareness can also be identified dur-
ing performance reviews. Self-aware peo-
ple know—and are comfortable talking 
about—their limitations and strengths, and 
they often demonstrate a thirst for con-
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structive criticism. By contrast, people 
with low self-awareness interpret the mes-
sage that they need to improve as a threat 
or a sign of failure.

Self-aware people can also be recognized 
by their self-confidence. They have a firm 
grasp of their capabilities and are less 
likely to set themselves up to fail by, for ex-
ample, overstretching on assignments. 
They know, too, when to ask for help. And 
the risks they take on the job are calcu-
lated. They won’t ask for a challenge that 
they know they can’t handle alone. They’ll 
play to their strengths.

Consider the actions of a midlevel em-
ployee who was invited to sit in on a strat-
egy meeting with her company’s top execu-
tives. Although she was the most junior 
person in the room, she did not sit there 
quietly, listening in awestruck or fearful si-
lence. She knew she had a head for clear 
logic and the skill to present ideas persua-
sively, and she offered cogent suggestions 
about the company’s strategy. At the same 
time, her self-awareness stopped her from 
wandering into territory where she knew 
she was weak.

Despite the value of having self-aware peo-
ple in the workplace, my research indi-
cates that senior executives don’t often 

give self-awareness the credit it deserves 
when they look for potential leaders. Many 
executives mistake candor about feelings 
for “wimpiness” and fail to give due re-
spect to employees who openly acknowl-
edge their shortcomings. Such people are 
too readily dismissed as “not tough 
enough” to lead others.

In fact, the opposite is true. In the first 
place, people generally admire and re-
spect candor. Furthermore, leaders are 
constantly required to make judgment calls 
that require a candid assessment of capa-
bilities—their own and those of others. Do 
we have the management expertise to ac-
quire a competitor? Can we launch a new 
product within six months? People who as-
sess themselves honestly—that is, self-
aware people—are well suited to do the 
same for the organizations they run.

Self-Regulation

Biological impulses drive our emotions. We 
cannot do away with them—but we can do 
much to manage them. Self-regulation, 
which is like an ongoing inner conversa-
tion, is the component of emotional intelli-
gence that frees us from being prisoners of 
our feelings. People engaged in such a 
conversation feel bad moods and emo-
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tional impulses just as everyone else does, 
but they find ways to control them and 
even to channel them in useful ways.

Imagine an executive who has just 
watched a team of his employees present 
a botched analysis to the company’s 
board of directors. In the gloom that fol-
lows, the executive might find himself 
tempted to pound on the table in anger or 
kick over a chair. He could leap up and 
scream at the group. Or he might maintain 
a grim silence, glaring at everyone before 
stalking off.

But if he had a gift for self-regulation, he 
would choose a different approach. He 
would pick his words carefully, acknowl-
edging the team’s poor performance with-
out rushing to any hasty judgment. He 
would then step back to consider the rea-
sons for the failure. Are they personal—a 
lack of effort? Are there any mitigating fac-
tors? What was his role in the debacle? Af-
ter considering these questions, he would 
call the team together, lay out the inci-
dent’s consequences, and offer his feel-
ings about it. He would then present his 
analysis of the problem and a well-
considered solution.

Why does self-regulation matter so much 
for leaders? First of all, people who are in 

control of their feelings and impulses—that 
is, people who are reasonable—are able to 
create an environment of trust and fair-
ness. In such an environment, politics and 
infighting are sharply reduced and produc-
tivity is high. Talented people flock to the 
organization and aren’t tempted to leave. 
And self-regulation has a trickle-down ef-
fect. No one wants to be known as a hot-
head when the boss is known for her calm 
approach. Fewer bad moods at the top 
mean fewer throughout the organization.

Second, self-regulation is important for 
competitive reasons. Everyone knows that 
business today is rife with ambiguity and 
change. Companies merge and break 
apart regularly. Technology transforms 
work at a dizzying pace. People who have 
mastered their emotions are able to roll 
with the changes. When a new program is 
announced, they don’t panic; instead, they 
are able to suspend judgment, seek out in-
formation, and listen to the executives as 
they explain the new program. As the initia-
tive moves forward, these people are able 
to move with it.

Sometimes they even lead the way. Con-
sider the case of a manager at a large 
manufacturing company. Like her col-
leagues, she had used a certain software 
program for five years. The program drove 
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how she collected and reported data and 
how she thought about the company’s 
strategy. One day, senior executives an-
nounced that a new program was to be in-
stalled that would radically change how in-
formation was gathered and assessed 
within the organization. While many people 
in the company complained bitterly about 
how disruptive the change would be, the 
manager mulled over the reasons for the 
new program and was convinced of its po-
tential to improve performance. She ea-
gerly attended training sessions—some of 
her colleagues refused to do so—and was 
eventually promoted to run several divi-
sions, in part because she used the new 
technology so effectively.

I want to push the importance of self-
regulation to leadership even further and 
make the case that it enhances integrity, 
which is not only a personal virtue but also 
an organizational strength. Many of the 
bad things that happen in companies are a 
function of impulsive behavior. People 
rarely plan to exaggerate profits, pad ex-
pense accounts, dip into the till, or abuse 
power for selfish ends. Instead, an opportu-
nity presents itself, and people with low im-
pulse control just say yes.

By contrast, consider the behavior of the 
senior executive at a large food company. 

The executive was scrupulously honest in 
his negotiations with local distributors. He 
would routinely lay out his cost structure in 
detail, thereby giving the distributors a real-
istic understanding of the company’s pric-
ing. This approach meant the executive 
couldn’t always drive a hard bargain. Now, 
on occasion, he felt the urge to increase 
profits by withholding information about 
the company’s costs. But he challenged 
that impulse—he saw that it made more 
sense in the long run to counteract it. His 
emotional self-regulation paid off in strong, 
lasting relationships with distributors that 
benefited the company more than any 
short-term financial gains would have.

The signs of emotional self-regulation, there-
fore, are easy to see: a propensity for reflec-
tion and thoughtfulness; comfort with ambi-
guity and change; and integrity—an ability to 
say no to impulsive urges.

Like self-awareness, self-regulation often 
does not get its due. People who can mas-
ter their emotions are sometimes seen as 
cold fish—their considered responses are 
taken as a lack of passion. People with 
fiery temperaments are frequently thought 
of as “classic” leaders—their outbursts are 
considered hallmarks of charisma and 
power. But when such people make it to 
the top, their impulsiveness often works 
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against them. In my research, extreme dis-
plays of negative emotion have never 
emerged as a driver of good leadership.

Motivation

If there is one trait that virtually all effective 
leaders have, it is motivation. They are 
driven to achieve beyond expecta-
tions—their own and everyone else’s. The 
key word here is achieve. Plenty of people 
are motivated by external factors, such as 
a big salary or the status that comes from 
having an impressive title or being part of a 
prestigious company. By contrast, those 
with leadership potential are motivated by 
a deeply embedded desire to achieve for 
the sake of achievement. more

If you are looking for leaders, how can you 
identify people who are motivated by the 
drive to achieve rather than by external re-
wards? The first sign is a passion for the 
work itself—such people seek out creative 
challenges, love to learn, and take great 
pride in a job well done. They also display 
an unflagging energy to do things better. 
People with such energy often seem rest-
less with the status quo. They are persis-
tent with their questions about why things 
are done one way rather than another; they 

are eager to explore new approaches to 
their work.

A cosmetics company manager, for exam-
ple, was frustrated that he had to wait two 
weeks to get sales results from people in 
the field. He finally tracked down an auto-
mated phone system that would beep 
each of his salespeople at 5 pm every day. 
An automated message then prompted 
them to punch in their numbers—how 
many calls and sales they had made that 
day. The system shortened the feedback 
time on sales results from weeks to hours.

That story illustrates two other common 
traits of people who are driven to achieve. 
They are forever raising the performance 
bar, and they like to keep score. Take the 
performance bar first. During performance 
reviews, people with high levels of motiva-
tion might ask to be “stretched” by their su-
periors. Of course, an employee who com-
bines self-awareness with internal motiva-
tion will recognize her limits—but she 
won’t settle for objectives that seem too 
easy to fulfill.

And it follows naturally that people who 
are driven to do better also want a way of 
tracking progress—their own, their team’s, 
and their company’s. Whereas people with 
low achievement motivation are often 
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fuzzy about results, those with high 
achievement motivation often keep score 
by tracking such hard measures as profit-
ability or market share. I know of a money 
manager who starts and ends his day on 
the Internet, gauging the performance of 
his stock fund against four industry-set 
benchmarks.

Interestingly, people with high motivation 
remain optimistic even when the score is 
against them. In such cases, self-
regulation combines with achievement mo-
tivation to overcome the frustration and de-
pression that come after a setback or fail-
ure. Take the case of an another portfolio 
manager at a large investment company. 
After several successful years, her fund 
tumbled for three consecutive quarters, 
leading three large institutional clients to 
shift their business elsewhere.

Some executives would have blamed the 
nosedive on circumstances outside their 
control; others might have seen the set-
back as evidence of personal failure. This 
portfolio manager, however, saw an oppor-
tunity to prove she could lead a turn-
around. Two years later, when she was pro-
moted to a very senior level in the com-
pany, she described the experience as 
“the best thing that ever happened to me; I 
learned so much from it.”

Executives trying to recognize high levels 
of achievement motivation in their people 
can look for one last piece of evidence: 
commitment to the organization. When 
people love their jobs for the work itself, 
they often feel committed to the organiza-
tions that make that work possible. Com-
mitted employees are likely to stay with an 
organization even when they are pursued 
by headhunters waving money.

It’s not difficult to understand how and 
why a motivation to achieve translates into 
strong leadership. If you set the perform-
ance bar high for yourself, you will do the 
same for the organization when you are in 
a position to do so. Likewise, a drive to sur-
pass goals and an interest in keeping 
score can be contagious. Leaders with 
these traits can often build a team of man-
agers around them with the same traits. 
And of course, optimism and organiza-
tional commitment are fundamental to lead-
ership—just try to imagine running a com-
pany without them.

Empathy

Of all the dimensions of emotional intelli-
gence, empathy is the most easily recog-
nized. We have all felt the empathy of a 
sensitive teacher or friend; we have all 
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been struck by its absence in an unfeeling 
coach or boss. But when it comes to busi-
ness, we rarely hear people praised, let 
alone rewarded, for their empathy. The 
very word seems unbusinesslike, out of 
place amid the tough realities of the mar-
ketplace.

But empathy doesn’t mean a kind of “I’m 
OK, you’re OK” mushiness. For a leader, 
that is, it doesn’t mean adopting other peo-
ple’s emotions as one’s own and trying to 
please everybody. That would be a night-
mare—it would make action impossible. 
Rather, empathy means thoughtfully con-
sidering employees’ feelings—along with 
other factors—in the process of making in-
telligent decisions.

For an example of empathy in action, con-
sider what happened when two giant bro-
kerage companies merged, creating redun-
dant jobs in all their divisions. One division 
manager called his people together and 
gave a gloomy speech that emphasized 
the number of people who would soon be 
fired. The manager of another division 
gave his people a different kind of speech. 
He was up-front about his own worry and 
confusion, and he promised to keep peo-
ple informed and to treat everyone fairly.

The difference between these two manag-
ers was empathy. The first manager was 
too worried about his own fate to consider 
the feelings of his anxiety-stricken col-
leagues. The second knew intuitively what 
his people were feeling, and he acknowl-
edged their fears with his words. Is it any 
surprise that the first manager saw his divi-
sion sink as many demoralized people, es-
pecially the most talented, departed? By 
contrast, the second manager continued 
to be a strong leader, his best people 
stayed, and his division remained as pro-
ductive as ever.

Empathy is particularly important today as a 
component of leadership for at least three 
reasons: the increasing use of teams; the 
rapid pace of globalization; and the growing 
need to retain talent.

Consider the challenge of leading a team. 
As anyone who has ever been a part of 
one can attest, teams are cauldrons of bub-
bling emotions. They are often charged 
with reaching a consensus—which is hard 
enough with two people and much more 
difficult as the numbers increase. Even in 
groups with as few as four or five mem-
bers, alliances form and clashing agendas 
get set. A team’s leader must be able to 
sense and understand the viewpoints of 
everyone around the table.
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That’s exactly what a marketing manager 
at a large information technology company 
was able to do when she was appointed to 
lead a troubled team. The group was in tur-
moil, overloaded by work and missing 
deadlines. Tensions were high among the 
members. Tinkering with procedures was 
not enough to bring the group together 
and make it an effective part of the com-
pany.

So the manager took several steps. In a se-
ries of one-on-one sessions, she took the 
time to listen to everyone in the group—
what was frustrating them, how they rated 
their colleagues, whether they felt they had 
been ignored. And then she directed the 
team in a way that brought it together: She 
encouraged people to speak more openly 
about their frustrations, and she helped 
people raise constructive complaints dur-
ing meetings. In short, her empathy al-
lowed her to understand her team’s emo-
tional makeup. The result was not just 
heightened collaboration among members 
but also added business, as the team was 
called on for help by a wider range of inter-
nal clients. more

Globalization is another reason for the ris-
ing importance of empathy for business 
leaders. Cross-cultural dialogue can easily 
lead to miscues and misunderstandings. 

Empathy is an antidote. People who have 
it are attuned to subtleties in body lan-
guage; they can hear the message be-
neath the words being spoken. Beyond 
that, they have a deep understanding of 
both the existence and the importance of 
cultural and ethnic differences.

Consider the case of an American consult-
ant whose team had just pitched a project 
to a potential Japanese client. In its deal-
ings with Americans, the team was accus-
tomed to being bombarded with questions 
after such a proposal, but this time it was 
greeted with a long silence. Other mem-
bers of the team, taking the silence as dis-
approval, were ready to pack and leave. 
The lead consultant gestured them to stop. 
Although he was not particularly familiar 
with Japanese culture, he read the client’s 
face and posture and sensed not rejection 
but interest—even deep consideration. He 
was right: When the client finally spoke, it 
was to give the consulting firm the job.

Finally, empathy plays a key role in the re-
tention of talent, particularly in today’s in-
formation economy. Leaders have always 
needed empathy to develop and keep 
good people, but today the stakes are 
higher. When good people leave, they take 
the company’s knowledge with them.
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That’s where coaching and mentoring 
come in. It has repeatedly been shown 
that coaching and mentoring pay off not 
just in better performance but also in in-
creased job satisfaction and decreased 
turnover. But what makes coaching and 
mentoring work best is the nature of the re-
lationship. Outstanding coaches and men-
tors get inside the heads of the people 
they are helping. They sense how to give 
effective feedback. They know when to 
push for better performance and when to 
hold back. In the way they motivate their 
protégés, they demonstrate empathy in ac-
tion.

In what is probably sounding like a refrain, 
let me repeat that empathy doesn’t get 
much respect in business. People wonder 
how leaders can make hard decisions if 
they are “feeling” for all the people who 
will be affected. But leaders with empathy 
do more than sympathize with people 
around them: They use their knowledge to 
improve their companies in subtle but im-
portant ways.

Social Skill

The first three components of emotional in-
telligence are self-management skills. The 
last two, empathy and social skill, concern 

a person’s ability to manage relationships 
with others. As a component of emotional 
intelligence, social skill is not as simple as 
it sounds. It’s not just a matter of friendli-
ness, although people with high levels of 
social skill are rarely mean-spirited. Social 
skill, rather, is friendliness with a purpose: 
moving people in the direction you desire, 
whether that’s agreement on a new market-
ing strategy or enthusiasm about a new 
product.

Socially skilled people tend to have a wide 
circle of acquaintances, and they have a 
knack for finding common ground with peo-
ple of all kinds—a knack for building rap-
port. That doesn’t mean they socialize con-
tinually; it means they work according to 
the assumption that nothing important 
gets done alone. Such people have a net-
work in place when the time for action 
comes.

Social skill is the culmination of the other 
dimensions of emotional intelligence. Peo-
ple tend to be very effective at managing 
relationships when they can understand 
and control their own emotions and can 
empathize with the feelings of others. Even 
motivation contributes to social skill. Re-
member that people who are driven to 
achieve tend to be optimistic, even in the 
face of setbacks or failure. When people 
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are upbeat, their “glow” is cast upon con-
versations and other social encounters. 
They are popular, and for good reason.

Because it is the outcome of the other di-
mensions of emotional intelligence, social 
skill is recognizable on the job in many 
ways that will by now sound familiar. So-
cially skilled people, for instance, are 
adept at managing teams—that’s their em-
pathy at work. Likewise, they are expert 
persuaders—a manifestation of self-
awareness, self-regulation, and empathy 
combined. Given those skills, good per-
suaders know when to make an emotional 
plea, for instance, and when an appeal to 
reason will work better. And motivation, 
when publicly visible, makes such people 
excellent collaborators; their passion for 
the work spreads to others, and they are 
driven to find solutions.

But sometimes social skill shows itself in 
ways the other emotional intelligence com-
ponents do not. For instance, socially 
skilled people may at times appear not to 
be working while at work. They seem to be 
idly schmoozing—chatting in the hallways 
with colleagues or joking around with peo-
ple who are not even connected to their 
“real” jobs. Socially skilled people, how-
ever, don’t think it makes sense to arbitrar-
ily limit the scope of their relationships. 

They build bonds widely because they 
know that in these fluid times, they may 
need help someday from people they are 
just getting to know today.

For example, consider the case of an ex-
ecutive in the strategy department of a 
global computer manufacturer. By 1993, 
he was convinced that the company’s fu-
ture lay with the Internet. Over the course 
of the next year, he found kindred spirits 
and used his social skill to stitch together 
a virtual community that cut across levels, 
divisions, and nations. He then used this 
de facto team to put up a corporate Web 
site, among the first by a major company. 
And, on his own initiative, with no budget 
or formal status, he signed up the com-
pany to participate in an annual Internet in-
dustry convention. Calling on his allies and 
persuading various divisions to donate 
funds, he recruited more than 50 people 
from a dozen different units to represent 
the company at the convention.

Management took notice: Within a year of 
the conference, the executive’s team 
formed the basis for the company’s first 
Internet division, and he was formally put 
in charge of it. To get there, the executive 
had ignored conventional boundaries, forg-
ing and maintaining connections with peo-
ple in every corner of the organization.
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Is social skill considered a key leadership capability in most 
companies? The answer is yes, especially when compared 
with the other components of emotional intelligence. People 
seem to know intuitively that leaders need to manage relation-
ships effectively; no leader is an island. After all, the leader’s 
task is to get work done through other people, and social skill 
makes that possible. A leader who cannot express her empa-
thy may as well not have it at all. And a leader’s motivation will 
be useless if he cannot communicate his passion to the organi-
zation. Social skill allows leaders to put their emotional intelli-
gence to work.

It would be foolish to assert that good-old-fashioned IQ and 
technical ability are not important ingredients in strong leader-
ship. But the recipe would not be complete without emotional 
intelligence. It was once thought that the components of emo-
tional intelligence were “nice to have” in business leaders. But 
now we know that, for the sake of performance, these are in-
gredients that leaders “need to have.”

It is fortunate, then, that emotional intelligence can be learned. 
The process is not easy. It takes time and, most of all, commit-
ment. But the benefits that come from having a well-
developed emotional intelligence, both for the individual and 
for the organization, make it worth the effort.

We build too many 

walls and not enough 

bridges. 
 
- Anonymous
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Can Emotional Intelligence Be Learned?

For ages, people have debated if leaders are born or made. So too goes the debate about 
emotional intelligence. Are people born with certain levels of empathy, for example, or do 
they acquire empathy as a result of life’s experiences? The answer is both. Scientific in-
quiry strongly suggests that there is a genetic component to emotional intelligence. Psy-
chological and developmental research indicates that nurture plays a role as well. How 
much of each perhaps will never be known, but research and practice clearly demonstrate 
that emotional intelligence can be learned.

One thing is certain: Emotional intelligence increases with age. There is an old-fashioned 
word for the phenomenon: maturity. Yet even with maturity, some people still need training 
to enhance their emotional intelligence. Unfortunately, far too many training programs that 
intend to build leadership skills—including emotional intelligence—are a waste of time and 
money. The problem is simple: They focus on the wrong part of the brain.

Emotional intelligence is born largely in the neurotransmitters of the brain’s limbic system, 
which governs feelings, impulses, and drives. Research indicates that the limbic system 
learns best through motivation, extended practice, and feedback. Compare this with the 
kind of learning that goes on in the neocortex, which governs analytical and technical abil-
ity. The neocortex grasps concepts and logic. It is the part of the brain that figures out how 
to use a computer or make a sales call by reading a book. Not surprisingly—but mistak-
enly—it is also the part of the brain targeted by most training programs aimed at enhanc-
ing emotional intelligence. When such programs take, in effect, a neocortical approach, 
my research with the Consortium for Research on Emotional Intelligence in Organizations 
has shown they can even have a negative impact on people’s job performance.

To enhance emotional intelligence, organizations must refocus their training to include the 
limbic system. They must help people break old behavioral habits and establish new ones. 
That not only takes much more time than conventional training programs, it also requires 
an individualized approach.

Imagine an executive who is thought to be low on empathy by her colleagues. Part of that 
deficit shows itself as an inability to listen; she interrupts people and doesn’t pay close at-
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tention to what they’re saying. To fix the problem, the execu-
tive needs to be motivated to change, and then she needs 
practice and feedback from others in the company. A col-
league or coach could be tapped to let the executive know 
when she has been observed failing to listen. She would then 
have to replay the incident and give a better response; that is, 
demonstrate her ability to absorb what others are saying. And 
the executive could be directed to observe certain executives 
who listen well and to mimic their behavior.

With persistence and practice, such a process can lead to last-
ing results. I know one Wall Street executive who sought to im-
prove his empathy—specifically his ability to read people’s re-
actions and see their perspectives. Before beginning his 
quest, the executive’s subordinates were terrified of working 
with him. People even went so far as to hide bad news from 
him. Naturally, he was shocked when finally confronted with 
these facts. He went home and told his family—but they only 
confirmed what he had heard at work. When their opinions on 
any given subject did not mesh with his, they, too, were fright-
ened of him.

Enlisting the help of a coach, the executive went to work to 
heighten his empathy through practice and feedback. His first 
step was to take a vacation to a foreign country where he did 
not speak the language. While there, he monitored his reac-
tions to the unfamiliar and his openness to people who were 
different from him. When he returned home, humbled by his 
week abroad, the executive asked his coach to shadow him 
for parts of the day, several times a week, to critique how he 
treated people with new or different perspectives. At the same 
time, he consciously used on-the-job interactions as opportu-
nities to practice “hearing” ideas that differed from his. Finally, 

More people would 

learn from their 

mistakes if they 

weren’t so busy 

denying them. 
 
- Harold J. Smith
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the executive had himself videotaped in meetings and asked 
those who worked for and with him to critique his ability to ac-
knowledge and understand the feelings of others. It took sev-
eral months, but the executive’s emotional intelligence did ulti-
mately rise, and the improvement was reflected in his overall 
performance on the job.

It’s important to emphasize that building one’s emotional intelli-
gence cannot—will not—happen without sincere desire and 
concerted effort. A brief seminar won’t help; nor can one buy 
a how-to manual. It is much harder to learn to empathize—to 
internalize empathy as a natural response to people—than it is 
to become adept at regression analysis. But it can be done. 
“Nothing great was ever achieved without enthusiasm,” wrote 
Ralph Waldo Emerson. If your goal is to become a real leader, 
these words can serve as a guidepost in your efforts to de-
velop high emotional intelligence.

Everybody love a thing 

more if it has cost him 

trouble. 
 
- Stever Berry
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"Winning the Story Wars" by Jonah Sachs. Created by Free 
Range studios, this visually compelling animation communi-
cates some of the core wisdom in the book, and explores the 
concept of the 'myth gap', introducing the audience to 'empow-
erment marketing.' The approach, inspired by timeless mythol-
ogy and shadow puppetry, brings a fascinating topic to life, and 
grabs the audience's attention, making them a integral part of 
the adventure.

Movie 2.4  Winning the Story Wars - The Myth Gap



Level 5 Leadership

Level 5 Leadership: The Triumph of Humility and Fierce Resolve

by Jim Collins

If there’s one management expert who is synonymous with the term “high-performance or-
ganization,” it is Jim Collins, who has spent the past 20 years trying to understand how 
some companies are able to sustain superlative performance.

It may seem surprising that of the seven factors Collins identified as essential to take a 
company from good to great, he chose to focus on leadership in this 2001 piece. How-
ever, even a casual rereading of the article will convince you that he was right to do so.
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Collins argues that the key ingredient that 
allows a company to become great is hav-
ing a Level 5 leader: an executive in whom 
genuine personal humility blends with in-
tense professional will. To learn that such 
CEOs exist still comes as a pleasant 
shock. But while the idea may sound coun-
terintuitive today, it was downright hereti-
cal when Collins first wrote about it—the 
corporate scandals in the United States 
hadn’t broken out, and almost everyone be-
lieved that CEOs should be charismatic, 
larger-than-life figures. Collins was the first 
to blow that belief out of the water.

In 1971, a seemingly ordinary man named 
Darwin E. Smith was named chief execu-
tive of Kimberly-Clark, a stodgy old paper 
company whose stock had fallen 36% be-
hind the general market during the previ-
ous 20 years. Smith, the company’s mild-
mannered in-house lawyer, wasn’t so sure 
the board had made the right choice—a 
feeling that was reinforced when a 
Kimberly-Clark director pulled him aside 
and reminded him that he lacked some of 
the qualifications for the position. But CEO 
he was, and CEO he remained for 20 
years.

What a 20 years it was. In that period, 
Smith created a stunning transformation at 
Kimberly-Clark, turning it into the leading 

consumer paper products company in the 
world. Under his stewardship, the com-
pany beat its rivals Scott Paper and Proc-
ter & Gamble. And in doing so, Kimberly-
Clark generated cumulative stock returns 
that were 4.1 times greater than those of 
the general market, outperforming vener-
able companies such as Hewlett-Packard, 
3M, Coca-Cola, and General Electric.

Smith’s turnaround of Kimberly-Clark is 
one the best examples in the twentieth cen-
tury of a leader taking a company from 
merely good to truly great. And yet few 
people—even ardent students of business 
history—have heard of Darwin Smith. He 
probably would have liked it that way. 
Smith is a classic example of a Level 5 
leader—an individual who blends extreme 
personal humility with intense professional 
will. According to our five-year research 
study, executives who possess this para-
doxical combination of traits are catalysts 
for the statistically rare event of transform-
ing a good company into a great one. (The 
research is described in the sidebar “One 
Question, Five Years, 11 Companies.”)

“Level 5” refers to the highest level in a hi-
erarchy of executive capabilities that we 
identified during our research. Leaders at 
the other four levels in the hierarchy can 
produce high degrees of success but not 
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enough to elevate companies from medioc-
rity to sustained excellence. (For more de-
tails about this concept, see the exhibit 
“The Level 5 Hierarchy.”) And while Level 5 
leadership is not the only requirement for 
transforming a good company into a great 
one—other factors include getting the right 
people on the bus (and the wrong people 
off the bus) and creating a culture of disci-
pline—our research shows it to be essen-
tial. Good-to-great transformations don’t 
happen without Level 5 leaders at the 
helm. They just don’t.

Not What You Would Expect

Our discovery of Level 5 leadership is 
counterintuitive. Indeed, it is countercul-
tural. People generally assume that trans-
forming companies from good to great re-
quires larger-than-life leaders—big person-
alities like Lee Iacocca, Al Dunlap, Jack 
Welch, and Stanley Gault, who make head-
lines and become celebrities.

Good-to-great transformations don’t happen 
without Level 5 leaders at the helm. They 
just don’t.

Compared with those CEOs, Darwin Smith 
seems to have come from Mars. Shy, un-
pretent ious, even awkward, Smith 

shunned attention. When a journalist 
asked him to describe his management 
style, Smith just stared back at the scribe 
from the other side of his thick black-
rimmed glasses. He was dressed unfash-
ionably, like a farm boy wearing his first 
J.C. Penney suit. Finally, after a long and 
uncomfortable silence, he said, “Eccen-
tric.” Needless to say, the Wall Street Jour-
nal did not publish a splashy feature on 
Darwin Smith.

But if you were to consider Smith soft or 
meek, you would be terribly mistaken. His 
lack of pretense was coupled with a fierce, 
even stoic, resolve toward life. Smith grew 
up on an Indiana farm and put himself 
through night school at Indiana University 
by working the day shift at International 
Harvester. One day, he lost a finger on the 
job. The story goes that he went to class 
that evening and returned to work the very 
next day. Eventually, this poor but deter-
mined Indiana farm boy earned admission 
to Harvard Law School.

He showed the same iron will when he was 
at the helm of Kimberly-Clark. Indeed, two 
months after Smith became CEO, doctors 
diagnosed him with nose and throat can-
cer and told him he had less than a year to 
live. He duly informed the board of his ill-
ness but said he had no plans to die any-

133



time soon. Smith held to his demanding 
work schedule while commuting weekly 
from Wisconsin to Houston for radiation 
therapy. He lived 25 more years, 20 of 
them as CEO.

Smith’s ferocious resolve was crucial to the 
rebuilding of Kimberly-Clark, especially when 
he made the most dramatic decision in the 
company’s history: selling the mills.

To explain: Shortly after he took over, 
Smith and his team had concluded that 
the company’s traditional core busi-
ness—coated paper—was doomed to me-
diocrity. Its economics were bad and the 
competition weak. But, they reasoned, if 
Kimberly-Clark were thrust into the fire of 
the consumer paper products business, 
better economics and world-class competi-
tion like Procter & Gamble would force it to 
achieve greatness or perish.

And so, like the general who burned the 
boats upon landing on enemy soil, leaving 
his troops to succeed or die, Smith an-
nounced that Kimberly-Clark would sell its 
mills—even the namesake mill in Kimberly, 
Wisconsin. All proceeds would be thrown 
into the consumer business, with invest-
ments in brands like Huggies diapers and 
Kleenex tissues. The business media 
called the move stupid, and Wall Street 

analysts downgraded the stock. But Smith 
never wavered. Twenty-five years later, 
Kimberly-Clark owned Scott Paper and 
beat Procter & Gamble in six of eight prod-
uct categories. In retirement, Smith re-
flected on his exceptional performance, 
saying simply, “I never stopped trying to 
become qualified for the job.”

Not What We Expected, Either

We’ll look in depth at Level 5 leadership, 
but first let’s set an important context for 
our findings. We were not looking for Level 
5 or anything like it. Our original question 
was, Can a good company become a 
great one and, if so, how? In fact, I gave 
the research teams explicit instructions to 
downplay the role of top executives in their 
analyses of this question so we wouldn’t 
slip into the simplistic “credit the leader” or 
“blame the leader” thinking that is so com-
mon today.

But Level 5 found us. Over the course of 
the study, research teams kept saying, 
“We can’t ignore the top executives even if 
we want to. There is something consis-
tently unusual about them.” I would push 
back, arguing, “The comparison compa-
nies also had leaders. So what’s different 
here?” Back and forth the debate raged. 

134



Finally, as should always be the case, the 
data won. The executives at companies 
that went from good to great and sus-
tained that performance for 15 years or 
more were all cut from the same cloth—
one remarkably different from that which 
produced the executives at the compari-
son companies in our study. It didn’t mat-
ter whether the company was in crisis or 
steady state, consumer or industrial, offer-
ing services or products. It didn’t matter 
when the transition took place or how big 
the company. The successful organizations 
all had a Level 5 leader at the time of transi-
tion.

Furthermore, the absence of Level 5 leader-
ship showed up consistently across the 
comparison companies. The point: Level 5 
is an empirical finding, not an ideological 
one. And that’s important to note, given 
how much the Level 5 finding contradicts 
not only conventional wisdom but much of 
management theory to date.

Humility + Will = Level 5

Level 5 leaders are a study in duality: mod-
est and willful, shy and fearless. To grasp 
this concept, consider Abraham Lincoln, 
who never let his ego get in the way of his 
ambition to create an enduring great na-

tion. Author Henry Adams called him “a 
quiet, peaceful, shy figure.” But those who 
thought Lincoln’s understated manner sig-
naled weakness in the man found them-
selves terribly mistaken—to the scale of 
250,000 Confederate and 360,000 Union 
lives, including Lincoln’s own.

It might be a stretch to compare the 11 
Level 5 CEOs in our research to Lincoln, 
but they did display the same kind of dual-
ity. Take Colman M. Mockler, CEO of Gil-
lette from 1975 to 1991. Mockler, who 
faced down three takeover attempts, was 
a reserved, gracious man with a gentle, al-
most patrician manner. Despite epic bat-
tles with raiders—he took on Ronald Perel-
man twice and the former Coniston Part-
ners once—he never lost his shy, courte-
ous style. At the height of crisis, he main-
tained a calm business-as-usual de-
meanor, dispensing first with ongoing busi-
ness before turning to the takeover. more

And yet, those who mistook Mockler’s out-
ward modesty as a sign of inner weakness 
were beaten in the end. In one proxy bat-
tle, Mockler and other senior executives 
called thousands of investors, one by one, 
to win their votes. Mockler simply would 
not give in. He chose to fight for the future 
greatness of Gillette even though he could 
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have pocketed millions by flipping his 
stock.

Consider the consequences had Mockler 
capitulated. If a share flipper had accepted 
the full 44% price premium offered by 
Perelman and then invested those shares 
in the general market for ten years, he still 
would have come out 64% behind a share-
holder who stayed with Mockler and Gil-
lette. If Mockler had given up the fight, it’s 
likely that none of us would be shaving 
with Sensor, Lady Sensor, or the Mach 
III—and hundreds of millions of people 
would have a more painful battle with daily 
stubble.

Sadly, Mockler never had the chance to en-
joy the full fruits of his efforts. In January 
1991, Gillette received an advance copy of 
Forbes. The cover featured an artist’s rendi-
tion of the publicity-shy Mockler standing 
on a mountaintop, holding a giant razor 
above his head in a triumphant pose. Walk-
ing back to his office just minutes after see-
ing this public acknowledgment of his 16 
years of struggle, Mockler crumpled to the 
floor and died of a massive heart attack.

Even if Mockler had known he would die in 
office, he could not have changed his ap-
proach. His placid persona hid an inner in-
tensity, a dedication to making anything he 

touched the best—not just because of 
what he would get but because he 
couldn’t imagine doing it any other way. 
Mockler could not give up the company to 
those who would destroy it, any more than 
Lincoln would risk losing the chance to 
build an enduring great nation.

A Compelling Modesty

The Mockler story illustrates the modesty 
typical of Level 5 leaders. (For a summary 
of Level 5 traits, see the exhibit “The Yin 
and Yang of Level 5.”) Indeed, throughout 
our interviews with such executives, we 
were struck by the way they talked about 
themselves—or rather, didn’t talk about 
themselves. They’d go on and on about 
the company and the contributions of 
other executives, but they would instinc-
tively deflect discussion about their own 
role. When pressed to talk about them-
selves, they’d say things like, “I hope I’m 
not sounding like a big shot,” or “I don’t 
think I can take much credit for what hap-
pened. We were blessed with marvelous 
people.” One Level 5 leader even asserted, 
“There are a lot of people in this company 
who could do my job better than I do.”

By contrast, consider the courtship of per-
sonal celebrity by the comparison CEOs. 
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Scott Paper, the comparison company to 
Kimberly-Clark, hired Al Dunlap as CEO—
a man who would tell anyone who would 
listen (and many who would have preferred 
not to) about his accomplishments. After 
19 months atop Scott Paper, Dunlap said 
in BusinessWeek, “The Scott story will go 
down in the annals of American business 
history as one of the most successful, 
quickest turnarounds ever. It makes other 
turnarounds pale by comparison.” He per-
sonally accrued $100 million for 603 days 
of work at Scott Paper—about $165,000 
per day—largely by slashing the work-
force, halving the R&D budget, and putting 
the company on growth steroids in prepara-
tion for sale. After selling off the company 
and pocketing his quick millions, Dunlap 
wrote an autobiography in which he boast-
fully dubbed himself “Rambo in pin-
stripes.” It’s hard to imagine Darwin Smith 
thinking, “Hey, that Rambo character re-
minds me of me,” let alone stating it pub-
licly.

Granted, the Scott Paper story is one of 
the more dramatic in our study, but it’s not 
an isolated case. In more than two-thirds 
of the comparison companies, we noted 
the presence of a gargantuan ego that con-
tributed to the demise or continued medi-
ocrity of the company. We found this pat-
tern particularly strong in the unsustained 

comparison companies—the companies 
that would show a shift in performance un-
der a talented yet egocentric Level 4 
leader, only to decline in later years.

Lee Iacocca, for example, saved Chrysler 
from the brink of catastrophe, performing 
one of the most celebrated (and deserv-
edly so) turnarounds in U.S. business his-
tory. The automaker’s stock rose 2.9 times 
higher than the general market about half-
way through his tenure. But then Iacocca 
diverted his attention to transforming him-
self. He appeared regularly on talk shows 
like the Today Show and Larry King Live, 
starred in more than 80 commercials, enter-
tained the idea of running for president of 
the United States, and promoted his auto-
biography, which sold 7 million copies 
worldwide. Iacocca’s personal stock 
soared, but Chrysler’s stock fell 31% be-
low the market in the second half of his ten-
ure. more

And once Iacocca had accumulated all the 
fame and perks, he found it difficult to 
leave center stage. He postponed his retire-
ment so many times that Chrysler’s insid-
ers began to joke that Iacocca stood for “I 
Am Chairman of Chrysler Corporation Al-
ways.” When he finally retired, he de-
manded that the board continue to provide 
a private jet and stock options. Later, he 
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joined forces with noted takeover artist 
Kirk Kerkorian to launch a hostile bid for 
Chrysler. (It failed.) Iacocca did make one 
final brilliant decision: He picked a modest 
yet determined man—perhaps even a 
Level 5—as his successor. Bob Eaton res-
cued Chrysler from its second near-death 
crisis in a decade and set the foundation 
for a more enduring corporate transition.

An Unwavering Resolve

Besides extreme humility, Level 5 leaders 
also display tremendous professional will. 
When George Cain became CEO of Abbott 
Laboratories, it was a drowsy, family-
controlled business sitting at the bottom 
quartile of the pharmaceutical industry, liv-
ing off its cash cow, erythromycin. Cain 
was a typical Level 5 leader in his lack of 
pretense; he didn’t have the kind of inspir-
ing personality that would galvanize the 
company. But he had something much 
more powerful: inspired standards. He 
could not stand mediocrity in any form and 
was utterly intolerant of anyone who would 
accept the idea that good is good enough. 
For the next 14 years, he relentlessly im-
posed his will for greatness on Abbott 
Labs.

Among Cain’s first tasks was to destroy 
one of the root causes of Abbott’s mid-
dling performance: nepotism. By systemati-
cally rebuilding both the board and the ex-
ecutive team with the best people he could 
find, Cain made his statement. Family ties 
no longer mattered. If you couldn’t be-
come the best executive in the industry 
within your span of responsibility, you 
would lose your paycheck.

Such near-ruthless rebuilding might be ex-
pected from an outsider brought in to turn 
the company around, but Cain was an 18-
year insider—and a part of the family, the 
son of a previous president. Holiday gather-
ings were probably tense for a few years in 
the Cain clan—“Sorry I had to fire you. 
Want another slice of turkey?”—but in the 
end, family members were pleased with 
the performance of their stock. Cain had 
set in motion a profitable growth machine. 
From its transition in 1974 to 2000, Abbott 
created shareholder returns that beat the 
market 4.5:1, outperforming industry super-
stars Merck and Pfizer by a factor of two.

Another good example of iron-willed Level 
5 leadership comes from Charles R. 
“Cork” Walgreen III, who transformed 
dowdy Walgreens into a company that out-
performed the stock market 16:1 from its 
transition in 1975 to 2000. After years of 
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dialogue and debate within his executive 
team about what to do with Walgreens’ 
food-service operations, this CEO sensed 
the team had finally reached a watershed: 
The company’s brightest future lay in con-
venient drugstores, not in food service. 
Dan Jorndt, who succeeded Walgreen in 
1988, describes what happened next:

Cork said at one of our planning commit-
tee meetings, “Okay, now I am going to 
draw the line in the sand. We are going to 
be out of the restaurant business com-
pletely in five years.” At the time we had 
more than 500 restaurants. You could have 
heard a pin drop. He said, “I want to let 
everybody know the clock is ticking.” Six 
months later we were at our next planning 
committee meeting and someone men-
tioned just in passing that we had only five 
years to be out of the restaurant business. 
Cork was not a real vociferous fellow. He 
sort of tapped on the table and said, “Lis-
ten, you now have four and a half years. I 
said you had five years six months ago. 
Now you’ve got four and a half years.” 
Well, that next day things really clicked 
into gear for winding down our restaurant 
business. Cork never wavered. He never 
doubted. He never second-guessed.

Like Darwin Smith selling the mills at 
Kimberly-Clark, Cork Walgreen required 

stoic resolve to make his decisions. Food 
service was not the largest part of the busi-
ness, although it did add substantial prof-
its to the bottom line. The real problem was 
more emotional than financial. Walgreens 
had, after all, invented the malted milk 
shake, and food service had been a long-
standing family tradition dating back to 
Cork’s grandfather. Not only that, some 
food-service outlets were even named af-
ter the CEO—for example, a restaurant 
chain named Corky’s. But no matter; if Wal-
green had to fly in the face of family tradi-
tion in order to refocus on the one arena in 
which Walgreens could be the best in the 
world—convenient drugstores—and termi-
nate everything else that would not pro-
duce great results, then Cork would do it. 
Quietly, doggedly, simply.

One final, yet compelling, note on our find-
ings about Level 5: Because Level 5 lead-
ers have ambition not for themselves but 
for their companies, they routinely select 
superb successors. Level 5 leaders want 
to see their companies become even more 
successful in the next generation and are 
comfortable with the idea that most people 
won’t even know that the roots of that suc-
cess trace back to them. As one Level 5 
CEO said, “I want to look from my porch, 
see the company as one of the great com-
panies in the world someday, and be able 
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to say, ‘I used to work there.’ ” By con-
trast, Level 4 leaders often fail to set up 
the company for enduring success. After 
all, what better testament to your own per-
sonal greatness than that the place falls 
apart after you leave?

In more than three-quarters of the compari-
son companies, we found executives who 
set up their successors for failure, chose 
weak successors, or both. Consider the 
case of Rubbermaid, which grew from ob-
scurity to become one of Fortune’s most 
admired companies—and then, just as 
quickly, disintegrated into such sorry 
shape that it had to be acquired by Newell.

The architect of this remarkable story was 
a charismatic and brilliant leader named 
Stanley C. Gault, whose name became syn-
onymous in the late 1980s with Rubber-
maid’s success. Across the 312 articles col-
lected by our research team about the 
company, Gault comes through as a hard-
driving, egocentric executive. In one arti-
cle, he responds to the accusation of be-
ing a tyrant with the statement, “Yes, but 
I’m a sincere tyrant.” In another, drawn di-
rectly from his own comments on leading 
change, the word “I” appears 44 times, 
while the word “we” appears 16 times. Of 
course, Gault had every reason to be 
proud of his executive success: Rubber-

maid generated 40 consecutive quarters of 
earnings growth under his leadership—an 
impressive performance, to be sure, and 
one that deserves respect.

But Gault did not leave behind a company 
that would be great without him. His cho-
sen successor lasted a year on the job and 
the next in line faced a management team 
so shallow that he had to temporarily shoul-
der four jobs while scrambling to identify a 
new number-two executive. Gault’s succes-
sors struggled not only with a manage-
ment void but also with strategic voids that 
would eventually bring the company to its 
knees.

Of course, you might say—as one Fortune 
article did—that the fact that Rubbermaid 
fell apart after Gault left proves his great-
ness as a leader. Gault was a tremendous 
Level 4 leader, perhaps one of the best in 
the last 50 years. But he was not at Level 
5, and that is one crucial reason why Rub-
bermaid went from good to great for a 
brief, shining moment and then just as 
quickly went from great to irrelevant.

The Window and the Mirror

As part of our research, we interviewed 
Alan L. Wurtzel, the Level 5 leader respon-
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sible for turning Circuit City from a ram-
shackle company on the edge of bank-
ruptcy into one of America’s most success-
ful electronics retailers. In the 15 years af-
ter its transition date in 1982, Circuit City 
outperformed the market 18.5:1.

We asked Wurtzel to list the top five fac-
tors in his company’s transformation, 
ranked by importance. His number one fac-
tor? Luck. “We were in a great industry, 
with the wind at our backs,” he said. But 
wait a minute, we retorted, Silo—your com-
parison company—was in the same indus-
try, with the same wind and bigger sails. 
The conversation went back and forth, 
with Wurtzel refusing to take much credit 
for the transition, preferring to attribute it 
largely to just being in the right place at the 
right time. Later, when we asked him to dis-
cuss the factors that would sustain a 
good-to-great transformation, he said, 
“The first thing that comes to mind is luck. 
I was lucky to find the right successor.”

Luck. What an odd factor to talk about. Yet 
the Level 5 leaders we identified invoked it 
frequently. We asked an executive at steel 
company Nucor why it had such a remark-
able track record for making good deci-
sions. His response? “I guess we were just 
lucky.” Joseph F. Cullman III, the Level 5 
CEO of Philip Morris, flat out refused to 

take credit for his company’s success, cit-
ing his good fortune to have great col-
leagues, successors, and predecessors. 
Even the book he wrote about his ca-
reer—which he penned at the urging of his 
colleagues and which he never intended to 
distribute widely outside the compa-
ny—had the unusual title I’m a Lucky Guy.

At first, we were puzzled by the Level 5 
leaders’ emphasis on good luck. After all, 
there is no evidence that the companies 
that had progressed from good to great 
were blessed with more good luck (or 
more bad luck, for that matter) than the 
comparison companies. But then we be-
gan to notice an interesting pattern in the 
executives at the comparison companies: 
They often blamed their situations on bad 
luck, bemoaning the difficulties of the envi-
ronment they faced.

Compare Bethlehem Steel and Nucor, for 
example. Both steel companies operated 
with products that are hard to differentiate, 
and both faced a competitive challenge 
from cheap imported steel. Both compa-
nies paid significantly higher wages than 
most of their foreign competitors. And yet 
executives at the two companies held com-
pletely different views of the same environ-
ment.
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Bethlehem Steel’s CEO summed up the 
company’s problems in 1983 by blaming 
the imports: “Our first, second, and third 
problems are imports.” Meanwhile, Ken Iv-
erson and his crew at Nucor saw the im-
ports as a blessing: “Aren’t we lucky; steel 
is heavy, and they have to ship it all the 
way across the ocean, giving us a huge ad-
vantage.” Indeed, Iverson saw the first, 
second, and third problems facing the U.S. 
steel industry not in imports but in manage-
ment. He even went so far as to speak out 
publicly against government protection 
against imports, telling a gathering of 
stunned steel executives in 1977 that the 
real problems facing the industry lay in the 
fact that management had failed to keep 
pace with technology.

The emphasis on luck turns out to be part 
of a broader pattern that we have come to 
call “the window and the mirror.” Level 5 
leaders, inherently humble, look out the 
window to apportion credit—even undue 
credit—to factors outside themselves. If 
they can’t find a specific person or event 
to give credit to, they credit good luck. At 
the same time, they look in the mirror to as-
sign responsibility, never citing bad luck or 
external factors when things go poorly. 
Conversely, the comparison executives fre-
quently looked out the window for factors 

to blame but preened in the mirror to credit 
themselves when things went well.

The funny thing about the window-and-
mirror concept is that it does not reflect re-
ality. According to our research, the Level 
5 leaders were responsible for their compa-
nies’ transformations. But they would 
never admit that. We can’t climb inside 
their heads and assess whether they 
deeply believed what they saw through the 
window and in the mirror. But it doesn’t 
really matter, because they acted as if they 
believed it, and they acted with such con-
sistency that it produced exceptional re-
sults.

Born or Bred?

Not long ago, I shared the Level 5 finding 
with a gathering of senior executives. A 
woman who had recently become chief ex-
ecutive of her company raised her hand. “I 
believe what you’ve told us about Level 5 
leadership,” she said, “but I’m disturbed 
because I know I’m not there yet, and 
maybe I never will be. Part of the reason I 
got this job is because of my strong ego. 
Are you telling me that I can’t make my 
company great if I’m not Level 5?”
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“Let me return to the data,” I responded. 
“Of 1,435 companies that appeared on the 
Fortune 500 since 1965, only 11 made it 
into our study. In those 11, all of them had 
Level 5 leaders in key positions, including 
the CEO role, at the pivotal time of transi-
tion. Now, to reiterate, we’re not saying 
that Level 5 is the only element required 
for the move from good to great, but it ap-
pears to be essential.”

She sat there, quiet for a moment, and you 
could guess what many people in the 
room were thinking. Finally, she raised her 
hand again. “Can you learn to become 
Level 5?” I still do not know the answer to 
that question. Our research, frankly, did 
not delve into how Level 5 leaders come to 
be, nor did we attempt to explain or codify 
the nature of their emotional lives. We 
speculated on the unique psychology of 
Level 5 leaders. Were they “guilty” of dis-
placement—shifting their own raw ambi-
tion onto something other than them-
selves? Were they sublimating their egos 
for dark and complex reasons rooted in 
childhood trauma? Who knows? And per-
haps more important, do the psychological 
roots of Level 5 leadership matter any 
more than do the roots of charisma or intel-
ligence? The question remains: Can Level 
5 be developed?

My preliminary hypothesis is that there are 
two categories of people: those who don’t 
have the Level 5 seed within them and 
those who do. The first category consists 
of people who could never in a million 
years bring themselves to subjugate their 
own needs to the greater ambition of some-
thing larger and more lasting than them-
selves. For those people, work will always 
be first and foremost about what they 
get—the fame, fortune, power, adulation, 
and so on. Work will never be about what 
they build, create, and contribute. The 
great irony is that the animus and personal 
ambition that often drives people to be-
come a Level 4 leader stands at odds with 
the humility required to rise to Level 5.

The great irony is that the animus and per-
sonal ambition that often drives people to be-
come a Level 4 leader stands at odds with 
the humility required to rise to Level 5.

When you combine that irony with the fact 
that boards of directors frequently operate 
under the false belief that a larger-than-life, 
egocentric leader is required to make a 
company great, you can quickly see why 
Level 5 leaders rarely appear at the top of 
our institutions. We keep putting people in 
positions of power who lack the seed to 
become a Level 5 leader, and that is one 
major reason why there are so few compa-
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nies that make a sustained and verifiable 
shift from good to great. more

We keep putting people in positions of 
power who lack the seed to become a Level 
5 leader, and that is one major reason why 
there are so few companies that make a sus-
tained and verifiable shift from good to great.

The second category consists of people 
who could evolve to Level 5; the capability 
resides within them, perhaps buried or ig-
nored or simply nascent. Under the right 
circumstances—with self-reflection, a men-
tor, loving parents, a significant life experi-
ence, or other factors—the seed can begin 
to develop. Some of the Level 5 leaders in 
our study had significant life experiences 
that might have sparked development of 
the seed. Darwin Smith fully blossomed as 
a Level 5 after his near-death experience 
with cancer. Joe Cullman was profoundly 
affected by his World War II experiences, 
particularly the last-minute change of or-
ders that took him off a doomed ship on 
which he surely would have died; he con-
sidered the next 60-odd years a great gift. 
A strong religious belief or conversion 
might also nurture the seed. Colman Mock-
ler, for example, converted to evangelical 
Christianity while getting his MBA at Har-
vard, and later, according to the book Cut-
ting Edge by Gordon McKibben, he be-

came a prime mover in a group of Boston 
business executives that met frequently 
over breakfast to discuss the carryover of 
religious values to corporate life.

We would love to be able to give you a list 
of steps for getting to Level 5—other than 
contracting cancer, going through a relig-
ious conversion, or getting different par-
ents—but we have no solid research data 
that would support a credible list. Our re-
search exposed Level 5 as a key compo-
nent inside the black box of what it takes 
to shift a company from good to great. Yet 
inside that black box is another—the inner 
development of a person to Level 5 leader-
ship. We could speculate on what that in-
ner box might hold, but it would mostly be 
just that: speculation.

In short, Level 5 is a very satisfying idea, a 
truthful idea, a powerful idea, and, to make 
the move from good to great, very likely an 
essential idea. But to provide “ten steps to 
Level 5 leadership” would trivialize the con-
cept.

My best advice, based on the research, is 
t o p r a c t i c e t h e o t h e r g o o d - t o -
greatdisciplines that we discovered. Since 
we found a tight symbiotic relationship be-
tween each of the other findings and Level 
5, we suspect that conscientiously trying 
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to lead using the other disciplines can help you move in the right direction. There is no 
guarantee that doing so will turn executives into full-fledged Level 5 leaders, but it gives 
them a tangible place to begin, especially if they have the seed within.

We cannot say for sure what percentage of people have the seed within, nor how many of 
those can nurture it enough to become Level 5. Even those of us on the research team 
who identified Level 5 do not know whether we will succeed in evolving to its heights. And 
yet all of us who worked on the finding have been inspired by the idea of trying to move to-
ward Level 5. Darwin Smith, Colman Mockler, Alan Wurtzel, and all the other Level 5 lead-
ers we learned about have become role models for us. Whether or not we make it to Level 
5, it is worth trying. For like all basic truths about what is best in human beings, when we 
catch a glimpse of that truth, we know that our own lives and all that we touch will be the 
better for making the effort to get there.

145



The Yin and Yang of Level 5

Personal Humility

• Demonstrates a compelling modesty, shunning public adulation; never boastful.

• Acts with quiet, calm determination; relies principally on inspired standards, not inspiring 
charisma, to motivate.

• Channels ambition into the company, not the self; sets up successors for even more 
greatness in the next generation.

• Looks in the mirror, not out the window, to apportion responsibility for poor results, never 
blaming other people, external factors, or bad luck.

Professional Will

• Creates superb results, a clear catalyst in the transition from good to great.

• Demonstrates an unwavering resolve to do whatever must be done to produce the best 
long-term results, no matter how difficult.

• Sets the standard of building an enduring great company; will settle for nothing less.

• Looks out the window, not in the mirror, to apportion credit for the success of the compa-
ny—to other people, external factors, and good luck.

Not by Level 5 Alone

Level 5 leadership is an essential factor for taking a company from good to great, but it’s 
not the only one. Our research uncovered multiple factors that deliver companies to great-
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ness. And it is the combined package—Level 5 plus these other drivers—that takes com-
panies beyond unremarkable. There is a symbiotic relationship between Level 5 and the 
rest of our findings: Level 5 enables implementation of the other findings, and practicing 
the other findings may help you get to Level 5. We’ve already talked about who Level 5 
leaders are; the rest of our findings describe what they do. Here is a brief look at some of 
the other key findings.

First Who

We expected that good-to-great leaders would start with the vision and strategy. Instead, 
they attended to people first, strategy second. They got the right people on the bus, 
moved the wrong people off, ushered the right people to the right seats—and then they fig-
ured out where to drive it.

Stockdale Paradox

This finding is named after Admiral James Stockdale, winner of the Medal of Honor, who 
survived seven years in a Vietcong POW camp by hanging on to two contradictory beliefs:

His life couldn’t be worse at the moment, and his life would someday be better than ever. 
Like Stockdale, people at the good-to-great companies in our research confronted the 
most brutal facts of their current reality, yet simultaneously maintained absolute faith that 
they would prevail in the end. And they held both disciplines—faith and facts—at the same 
time, all the time.

Buildup-Breakthrough Flywheel

Good-to-great transformations do not happen overnight or in one big leap. Rather, the 
process resembles relentlessly pushing a giant, heavy flywheel in one direction. At first, 
pushing it gets the flywheel to turn once. With consistent effort, it goes two turns, then 
five, then ten, building increasing momentum until—bang!—the wheel hits the break-
through point, and the momentum really kicks in. Our comparison companies never sus-
tained the kind of breakthrough momentum that the good-to-great companies did; in-
stead, they lurched back and forth with radical change programs, reactionary moves, and 
restructurings.
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The Hedgehog Concept

In a famous essay, philosopher and scholar Isaiah Berlin described two approaches to 
thought and life using a simple parable: The fox knows a little about many things, but the 
hedgehog knows only one big thing very well. The fox is complex; the hedgehog simple. 
And the hedgehog wins. Our research shows that breakthroughs require a simple, 
hedgehog-like understanding of three intersecting circles: what a company can be the 
best in the world at, how its economics work best, and what best ignites the passions of 
its people. Breakthroughs happen when you get the hedgehog concept and become sys-
tematic and consistent with it, eliminating virtually anything that does not fit in the three cir-
cles.

Technology Accelerators

The good-to-great companies had a paradoxical relationship with technology. On the one 
hand, they assiduously avoided jumping on new technology bandwagons. On the other, 
they were pioneers in the application of carefully selected technologies, making bold, far-
sighted investments in those that directly linked to their hedgehog concept. Like turbo-
chargers, these technology accelerators create an explosion in flywheel momentum.

A Culture of Discipline

When you look across the good-to-great transformations, they consistently display three 
forms of discipline: disciplined people, disciplined thought, and disciplined action. When 
you have disciplined people, you don’t need hierarchy. When you have disciplined 
thought, you don’t need bureaucracy. When you have disciplined action, you don’t need 
excessive controls. When you combine a culture of discipline with an ethic of entrepreneur-
ship, you get the magical alchemy of great performance.

_____

The Level 5 leader sits on top of a hierarchy of capabilities and is, according to our re-
search, a necessary requirement for transforming an organization from good to great. But 
what lies beneath? Four other layers, each one appropriate in its own right but none with 
the power of Level 5. Individuals do not need to proceed sequentially through each level of 
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the hierarchy to reach the top, but to be a full-fledged Level 5 requires the capabilities of 
all the lower levels, plus the special characteristics of Level 5.

Level 5

• Executive

• Builds enduring greatness through a paradoxical combination of personal humility plus 
professional will.

Level 4

• Effective Leader

• Catalyzes commitment to and vigorous pursuit of a clear and compelling vision; stimu-
lates the group to high performance standards.

Level 3

• Competent Manager

• Organizes people and resources toward the effective and efficient pursuit of predeter-
mined objectives.

Level 2

• Contributing Team Member

• Contributes to the achievement of group objectives; works effectively with others in a 
group setting.

Level 1

• Highly Capable Individual

• Makes productive contributions through talent, knowledge, skills, and good work habits.
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Discover how digital tools are returning humanity to a new oral 
tradition and what kinds of stories will work in this new era of 
empowerment marketing. Inspired by Joseph Campbell's 
Hero's Journey, Sachs lays out a story model any brand or 
cause can use to get its message heard, and explains why sto-
ries must be not just told, but lived.

Movie 2.5  Winning the Story Wars - The Hero's Journey



Leading Smarter People

Leading People When They Know More than You Do

by Wanda T. Wallace and David Creelman

If you’re a manager in a knowledge-driven industry, chances are you’re an expert in the 
area you manage. Try to imagine a leader without this expertise doing your job. You’ll 
probably conclude it couldn’t be done. But as your career advances, at some point you 
will be promoted into a job which includes responsibility for areas outside your specialty. 
Your subordinates will ask questions that you cannot answer and may not even under-
stand. How can you lead them when they know a lot more about their work than you do? 
Welcome to reality: You are now the leader without expertise—and this is where you, possi-
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bly for the first time in your career, find 
yourself failing. You feel frustrated, tired 
and disoriented, even angry. This is the 
point where careers can derail. If you get 
to this point, or see yourself headed in this 
direction, what can you do?

First, you need to resist your natural inclina-
tion, which is to put your head down and 
work harder to master the situation. Lead-
ers who come up an expertise track al-
most always derail here because they re-
act to the challenge by relying on their 
core strengths: high intelligence and the ca-
pacity for hard work. They frame the chal-
lenge this way: “I need to master this sub-
ject. Okay, no problem, I’m smart. I can 
learn.” And so they buckle down, and dive 
into the mastering the details so they can 
be an expert again. This is the road to dis-
aster.

It is a disaster because if it took ten or 
twenty years to master your specialty you 
are not going to achieve a similar mastery 
in a new domain in the first 90 days—and 
90 days may be all you have before you 
have to show results. Your staff, who know 
a lot more about their domain than you do, 
won’t respect you, your lack of confidence 
in the details will show when you talk to 
top management, and your attempt to 

work twice as hard as you already are will 
wear you down.

So what should you do instead? To suc-
ceed in this situation, you must learn and 
practice a new leadership style. Your old 
style of management, which I call “special-
ist management”, depended on expertise. 
You need to put that behind you and adopt 
a new style of management: the generalist 
style. Based on my work with leaders who 
have successfully made the transition, 
here are the four key skills to develop and 
practice:

1) Focus on relationships, not facts

One of the profound differences between 
the two managerial styles is that the spe-
cialist leader focuses on facts, whereas the 
generalist leader focuses on relationships. 
A specialist manager knows what to do; 
the generalist manager knows who to call. 
The specialist leader tells her staff the an-
swer, the generalist brings them together 
to collectively find the answer.

How to focus on relationships: The single 
best tip for building relationships is to think 
about how you build relationships with cli-
ents and apply those same skills to col-
leagues. Spend a lot of time, face to face, 
getting to know people as individuals. In 
the generalist style you are constantly 
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adapting your approach to the individual 
and the situation and that means knowing 
people very, very well. Flying overseas just 
to have dinner with an important colleague 
is not a waste of time—any more than it 
would be a waste of time to do so for a 
key client.

2) Add value by enabling things to happen, 
not by doing the work 

As the expert leader it was easy to see 
your contribution: you were making deci-
sions based on your unique knowledge. As 
a generalist you cannot do the work di-
rectly, but you can enable things to hap-
pen. A big part of enabling things to hap-
pen when you are not the expert involves 
knowing when to leave things alone and 
when to intervene. This isn’t easy because 
you have a broad array of responsibilities 
and you need to be able to tell at a glance 
where trouble lurks.

How to know where to intervene: How do 
you know where trouble lurks? One useful 
tactic is to sit in on a meeting between a 
direct report and his  subordinates. If the 
conversation is two-way, that’s a good 
sign. If the manager does all the talking 
and the subordinates are passive, that’s a 
bad sign and you need to dig more deeply. 
Notice that you don’t need any expertise 

on the subject they are discussing; you 
just need to decide if the conversation is 
healthy.

Another tactic is to get feedback from your 
network—a network which exists because 
in the generalist style you focus on relation-
ships. If your network says one of your 
teams isn’t delivering, but the team leader 
insists everything is on track, then you 
know there is a problem. Notice that if 
both the team leader and your network 
agree things are on track then you proba-
bly don’t need to intervene—the team 
leader will ask for your help if she needs it.

3) Practice seeing the bigger picture, not 
mastering the details

As a generalist leader much of your value 
comes from your ability to see the big pic-
ture better than others around you. You 
might think of the specialist leader as 
heads-down, deep in concentration, plot-
ting a detailed course on a map, while the 
generalist is heads-up, looking around and 
noticing what is going on.

How to develop a generalist perspective: A 
useful tactic from consultant Rob Kaiser is 
to take the problem you are focusing on 
and see how it is affecting the people two 
levels below you. Then think how the prob-
lem is affecting people two levels above 
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you. It’s a simple tactic to describe, but it 
really challenges you to think deeply, and 
you can develop a perspective that will 
make a real difference to the organization. 
Having a perspective that makes a differ-
ence is the value generalist leaders bring 
to the organization and one that may be no-
ticeably absent in heads-down specialist 
leaders.

4) Rely on “executive presence” to project 
confidence, not on having all the facts or an-
swers 

When you make a presentation in your 
area of expertise you are confident in the 
facts and the facts speak for themselves. 
But what is it that “speaks” when the facts 
can’t do it for themselves? Where does the 
confidence come from when you are out-
side your area of expertise? As a generalist 
you must draw on that elusive quality of 
“executive presence” to inspire confidence 
in others.

How to develop executive presence: Ex-
ecutive presence isn’t a mystery any more 
than project planning is; it is a skill you de-
velop. The most useful thing you can do is 
pay attention to presence. When someone 
who has presence walks into a meeting no-
tice how they dress, how they speak, how 
they stand—these are not personality 

traits, they are skills. Watch some videos 
of world leaders on the World Economic 
Forum website. The specialist manager in 
you will want to pay attention to what they 
are saying, but the generalist should want 
to see how they are creating executive 
presence. Notice the relaxed body stance, 
the calmness in their voice, how their sen-
tences are crisp and to the point. Notice 
how they connect to the audience through 
sincere emotion. Notice the behaviors, 
practice them, and get feedback—that’s 
the path to executive presence.

The transition to generalist management 
can signal the end for successful specialist 
managers. But if you realize that you no 
longer have to be, or even should be, the 
expert, this can be the most fulfilling and 
satisfying moment in your career. Your role 
as a leader is to bring out the best in oth-
ers, even when they know more than you. 
The good news is that the tactics de-
scribed above have helped many leaders 
across this treacherous gap, and they can 
work for you too.
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In the wake of the shooting of Michael Brown in Ferguson, MO, 
John Oliver explores the racial inequality in treatment by police 
as well as the increasing militarization of America’s local police 
forces.

Movie 2.6  Last Week Tonight: Police Militarization


