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Author’s Note

This may seem a strange way to begin an autobiography. A confession: I hate having to use the first person. Nearly everything I’ve done in my life has been accomplished with other people. Yet when you write a book like this, you’re forced to use the narrative “I” when it’s really the “we” that counts.

I wanted to mention the names of all the people who took this journey with me. My editors kept beating me up, trying to get the names out. We finally struck a compromise. That’s why the acknowledgments in the back of the book are somewhat long. Please remember that every time you see the word I in these pages, it refers to all those colleagues and friends and some I might have missed.




Prologue

I spent most of the Saturday morning after Thanksgiving 2000 waiting for the “New Guy.” That was the secret code for my successor, the future chairman and CEO of General Electric.

On Friday night, the board had unanimously approved Jeff Immelt to succeed me. I called him right away.

“I have some good news. Can you and your family come to Florida tomorrow and spend the weekend?”

Obviously, he knew what was going on. But we left it at that and went quickly to the arrangements to get him to Florida.

On Saturday morning, I could hardly wait to see him. The long CEO succession process was over. I was already outside when Jeff pulled into my driveway. He had a big smile on his face and was barely out of the car before I had my arms around him, saying exactly what Reg Jones said to me 20 years earlier:

“Congratulations, Mr. Chairman!”

As we hugged, I felt we were closing the loop.

In that moment, my memories took me straight back to the day when Reg walked into my Fairfield, Connecticut, office and embraced me, in just the same way.

Bear hugs, or any hugs, were not natural gestures for Reg. Yet here he was with a smile on his face and his arms wrapped tightly around me. On that December day in 1980, I was the happiest man in America and certainly the luckiest. If I could pick a job in business, this one would be it. It gave me an unbelievable array of businesses, from aircraft engines and power generators to plastics, medical, and financial services. What GE makes and does touches virtually everyone.

Most important, it is a job that’s close to 75 percent about people and 25 percent about other stuff. I worked with some of the smartest, most creative, and competitive people in the world—many a lot smarter than I was.

When I joined GE in 1960, my horizons were modest. As a 24-year-old junior engineer fresh from a Ph.D. program, I was getting paid $10,500 a year and wanted to make $30,000 by the time I was 30. That was my objective, if I had one. I was pouring everything I had into what I was doing and having a helluva good time doing it. The promotions started coming, enough of them to raise my sights so that by the mid-1970s I began to think that maybe I could run the place one day.

The odds were against me. Many of my peers regarded me as the round peg in a square hole, too different for GE. I was brutally honest and outspoken. I was impatient and, to many, abrasive. My behavior wasn’t the norm, especially the frequent parties at local bars to celebrate business victories, large or small.

Fortunately, a lot of people at GE had the guts to like me. Reg Jones was one of them.

On the surface, we could not have been more different. Trim and dignified, he was born in Britain and had the bearing of a statesman. I had grown up just 16 miles north of Boston, in Salem, Massachusetts, the only son of an Irish-American railroad conductor. Reg was reserved and formal. I was earthy, loud, and excitable, with a heavy Boston accent and an awkward stutter. At the time, Reg was the most admired businessman in America, an influential figure in Washington. I was unknown outside of GE, and inexperienced in policy issues.

Still, I always felt a vibration with Reg. He rarely revealed his feelings, never providing even a hint. Yet I had a feeling that he understood me. In some ways, we were kindred spirits. We respected each other’s differences and shared some important things. We both liked analysis and numbers and did our homework. We both loved GE. He knew it had to change, and he thought I had the passion and the smarts to do it.

I’m not sure he knew how much I wanted GE to change—but his support for all I did over 20 years never wavered.

The competition to succeed Reg had been brutal, complicated by heavy politics and big egos, my own included. It was awful. At first, there were seven of us from various parts of the company who were put in the spotlight by the very public contest for Reg’s job. He hadn’t intended it to be the divisive and highly politicized process that it turned out to be.

I made a few mistakes in those years, none fatal. When Reg got the board to approve me as his successor on December 19, 1980, I still wasn’t the most obvious choice. Not long after the announcement was made, one of my GE friends walked into the Hi-Ho, the local watering hole near headquarters, and overheard one of the oldtime staffers repeating glumly into a martini, “I’ll give him two years—then it’s Bellevue.”

He missed by more than 20!

Over all the years that I was chairman, I received widespread attention in the media—both good and bad. But a lengthy cover story in Business Week magazine in early June 1998 prompted a flood of mail that inspired me to write this book.

Why? Because of the magazine article, literally hundreds of total strangers wrote me moving and inspirational letters about their careers. They described the organizational pressures they felt to change as individuals, to conform to something or become someone they weren’t, in order to be successful. They liked the story’s contention that I never changed who I was. The story implied that I was able to get one of the world’s largest companies to come closer to acting like the crowd I grew up with.


Together with thousands of others, I tried to create the informality of a corner neighborhood grocery store in the soul of a big company.

The truth, of course, is more complex. In my early years, I tried desperately to be honest with myself, to fight the bureaucratic pomposity, even if it meant that I wouldn’t succeed at GE. I also remember the tremendous pressure to be someone I wasn’t. I sometimes played the game.

At one of my earliest board meetings in San Francisco shortly after being named vice chairman, I showed up in a perfectly pressed blue suit, with a starched white shirt and a crisp red tie. I chose my words carefully. I wanted to show the board members that I was older and more mature than either my 43 years or my reputation. I guess I wanted to look and act like a typical GE vice chairman.

Paul Austin, a longtime GE director and chairman of the Coca-Cola Co., came up to me at the cocktail party after the meeting.

“Jack,” he said, touching my suit, “this isn’t you. You looked a lot better when you were just being yourself.”

Thank God Austin realized I was playing a role—and cared enough to tell me. Trying to be somebody I wasn’t could have been a disaster for me.

Throughout my 41 years at GE, I’ve had many ups and downs. In the media, I’ve gone from prince to pig and back again. And I’ve been called many things.

In the early days, when I worked in our fledging plastics group, some called me a crazy, wild man. When I became CEO two decades ago, Wall Street asked, “Jack who?”

When I tried to make GE more competitive by cutting back our workforce in the early 1980s, the media dubbed me “Neutron Jack.” When they learned we were focused on values and culture at GE, people asked if “Jack has gone soft.” I’ve been No. 1 or No. 2 Jack, Services Jack, Global Jack, and, in more recent years, Six Sigma Jack and e-Business Jack.


When we made an effort to acquire Honeywell in October 2000, and I agreed to stay on through the transition, some thought of me as the Long-in-the-Tooth Jack hanging on by his fingertips to his CEO job.

Those characterizations said less about me and a lot more about the phases our company went through. Truth is, down deep, I’ve never really changed much from the boy my mother raised in Salem, Massachusetts.

When I started on this journey in 1981, standing before Wall Street analysts for the first time at New York’s Pierre Hotel, I said I wanted GE to become “the most competitive enterprise on earth.” My objective was to put a small-company spirit in a big-company body, to build an organization out of an old-line industrial company that would be more high-spirited, more adaptable, and more agile than companies that are one-fiftieth our size. I said then that I wanted to create a company “where people dare to try new things—where people feel assured in knowing that only the limits of their creativity and drive, their own standards of personal excellence, will be the ceiling on how far and how fast they move.”

I’ve put my mind, my heart, and my gut into that journey every day of the 40-plus years I’ve been lucky enough to be a part of GE. This book is an effort to bring you along on that trip. In the end, I believe we created the greatest people factory in the world, a learning enterprise, with a boundaryless culture.

But you judge for yourself whether we ever reached the destination I described in my “vision” speech at the Pierre in 1981.

This is no perfect business story. I believe that business is a lot like a world-class restaurant. When you peek behind the kitchen doors, the food never looks as good as when it comes to your table on fine china perfectly garnished. Business is messy and chaotic. In our kitchen, I hope you’ll find something that might be helpful to you in reaching your own dreams.

There’s no gospel or management handbook here. There is a philosophy that came out of my journey. I stuck to some pretty basic ideas that worked for me, integrity being the biggest one. I’ve always believed in a simple and direct approach. This book attempts to show what an organization, and each of us, can learn from opening the mind to ideas from anywhere.

I’ve learned that mistakes can often be as good a teacher as success.

There is no straight line to anyone’s vision or dream. I’m living proof of that. This is the story of a lucky man, an unscripted, uncorporate type who managed to stumble and still move forward, to survive and even thrive in one of the world’s most celebrated corporations. Yet it’s also a small-town American story. I’ve never stopped being aware of my roots even as my eyes opened to see a world I never knew existed.

Mostly, though, this is a story of what others have done—thousands of smart, self-confident, and energized employees who taught each other how to break the molds of the old industrial world and work toward a new hybrid of manufacturing, services, and technology.

Their efforts and their success are what have made my journey so rewarding. I was lucky to play a part because Reg Jones came into my office 21 years ago and gave me the hug of a lifetime.




SECTION I



EARLY YEARS




1



Building Self-Confidence

It was the final hockey game of a lousy season. We had won the first three games in my senior year at Salem High School, beating Danvers, Revere, and Marblehead, but had then lost the next half dozen games, five of them by a single goal. So we badly wanted to win this last one at the Lynn Arena against our archrival Beverly High. As co-captain of the team, the Salem Witches, I had scored a couple of goals, and we were feeling pretty good about our chances.

It was a good game, pushed into overtime at 2–2.

But very quickly, the other team scored and we lost again, for the seventh time in a row. In a fit of frustration, I flung my hockey stick across the ice of the arena, skated after it, and headed back to the locker room. The team was already there, taking off their skates and uniforms. All of a sudden, the door opened and my Irish mother strode in.

The place fell silent. Every eye was glued on this middle-aged woman in a floral-patterned dress as she walked across the floor, past the wooden benches where some of the guys were already changing. She went right for me, grabbing the top of my uniform.

“You punk!” she shouted in my face. “If you don’t know how to lose, you’ll never know how to win. If you don’t know this, you shouldn’t be playing.”

I was mortified—in front of my friends—but what she said never left me. The passion, the energy, the disappointment, and the love she demonstrated by pushing her way into that locker room was my mom. She was the most influential person in my life. Grace Welch taught me the value of competition, just as she taught me the pleasure of winning and the need to take defeat in stride.

If I have any leadership style, a way of getting the best out of people, I owe it to her. Tough and aggressive, warm and generous, she was a great judge of character. She always had opinions of the people she met. She could “smell a phony a mile away.”

She was extremely compassionate and generous to friends. If a relative or neighbor visited the house and complimented her on the water glasses in the breakfront, she wouldn’t hesitate to give them away.

On the other hand, if you crossed her, watch out. She could hold a grudge against anyone who betrayed her trust. I could just as easily be describing myself.

And many of my basic management beliefs—things like competing hard to win, facing reality, motivating people by alternately hugging and kicking them, setting stretch goals, and relentlessly following up on people to make sure things get done—can be traced to her as well. The insights she drilled into me never faded. She always insisted on facing the facts of a situation. One of her favorite expressions was “Don’t kid yourself. That’s the way it is.”

“If you don’t study,” she often warned, “you’ll be nothing. Absolutely nothing. There are no shortcuts. Don’t kid yourself!”

Those are blunt, unyielding admonitions that ring in my head every day. Whenever I try to delude myself that a deal or business problem will miraculously improve, her words set me straight.

From my earliest years in school, she taught me the need to excel. She knew how to be tough with me, but also how to hug and kiss. She made sure I knew how wanted and loved I was. I’d come home with four As and a B on my report card, and my mother would want to know why I got the B. But she would always end the conversation congratulating and hugging me for the As.

She checked constantly to see if I did my homework, in much the same way that I continually follow up at work today. I can remember sitting in my upstairs bedroom, working away on the day’s homework, only to hear her voice rising from the living room: “Have you done it yet? You better not come down until you’ve finished!”

But it was over the kitchen table, playing gin rummy with her, that I learned the fun and joy of competition. I remember racing across the street from the schoolyard for lunch when I was in the first grade, itching for the chance to play gin rummy with her. When she beat me, which was often, she’d put the winning cards on the table and shout, “Gin!” I’d get so mad, but I couldn’t wait to come home again and get the chance to beat her.

That was probably the start of my competitiveness, on the baseball diamond, the hockey rink, the golf course, and business.

Perhaps the greatest single gift she gave me was self-confidence. It’s what I’ve looked for and tried to build in every executive who has ever worked with me. Confidence gives you courage and extends your reach. It lets you take greater risks and achieve far more than you ever thought possible. Building self-confidence in others is a huge part of leadership. It comes from providing opportunities and challenges for people to do things they never imagined they could do—rewarding them after each success in every way possible.

My mother never managed people, but she knew all about building self-esteem. I grew up with a speech impediment, a stammer that wouldn’t go away. Sometimes it led to comical, if not embarrassing, incidents. In college, I often ordered a tuna fish on white toast on Fridays when Catholics in those days couldn’t eat meat. Inevitably, the waitress would return with not one but a pair of sandwiches, having heard my order as “tu-tuna sandwiches.”


My mother served up the perfect excuse for my stuttering. “It’s because you’re so smart,” she would tell me. “No one’s tongue could keep up with a brain like yours.” For years, in fact, I never worried about my stammer. I believed what she told me: that my mind worked faster than my mouth.

I didn’t understand for many years just how much confidence she poured into me. Decades later, when looking at early pictures of me on my sports teams, I was amazed to see that almost always I was the shortest and smallest kid in the picture. In grade school, where I played guard on the basketball squad, I was almost three-quarters the size of several of the other players.

Yet I never knew it or felt it. Today, I look at those pictures and laugh at what a little shrimp I was. It’s just ridiculous that I wasn’t more conscious of my size. That tells you what a mother can do for you. She gave me that much confidence. She convinced me that I could be anyone I wanted to be. It was really up to me. “You just have to go for it,” she would say.

My relationship with my mother was powerful and unique, warm and reinforcing. She was my confidante, my best friend. I think it was that way partly because I was an only child, born to her late in life (for those days), when she was 36 and my dad was 41. My parents had tried unsuccessfully to have children for many years. So when I finally arrived in Peabody, Massachusetts, on November 19, 1935, my mother poured her love into me as if I were a found treasure.

I wasn’t born with a silver spoon. I had something better—tons of love. My grandparents on both sides were Irish immigrants, and neither they nor my parents graduated from high school. I was nine when my parents bought our first house, a modest two-story masonry home on 15 Lovett Street, in an Irish working-class section of Salem, Massachusetts.

The house was across the street from a small factory. My father would often remind me that was a real plus. “You always want a factory for a neighbor. They’re not around on the weekends. They don’t bother you. They’re quiet.” I believed him, never recognizing that he was engaging in some confidence building himself.

My dad worked hard as a railroad conductor on the Boston & Maine commuter line between Boston and Newburyport. When “Big Jack” went off in the early morning at five in his pressed dark blue uniform, his white shirt starched to perfection by my mother, he looked like he could salute God himself. Nearly every day was the same, a ticket-punching journey through the same ten depots, over and over again: Newburyport, Ipswich, Hamilton/Wenham, North Beverly, Beverly, Salem, Swampscott, Lynn, the General Electric Works, Boston. And then back again, over some 40 miles of track. Later, I would get a kick out of knowing that one of his regular stops was at GE’s aircraft engines’ complex in Lynn, just outside Boston.

Every workday, he looked forward to climbing back on the B&M train that he always thought of as his own. My father loved greeting the public and meeting interesting people. He moved through the center aisles of those passenger cars like an ambassador, with good humor, punching tickets and welcoming the familiar faces in the bench seats as if they were close friends.

During every rush hour, he traded smiles and hellos with passengers and spread a good bit of Irish blarney. His cheerful disposition on the train would often contrast with his quiet and withdrawn behavior at home. This would annoy my mother, who would complain, “Why don’t you bring some of that baloney you pass out on the train home?” He seldom did.

My father was a diligent worker who put in long hours and never missed a day of work. If he got a bad weather report, he’d ask my mother to drive him to the station the night before. He would sleep in one of the cars on his train, so he’d be ready to go in the morning.

Rarely would he get home before seven at night, always picked up at the station in the family car by my mother. He’d come home with a bundle of newspapers under his arm, all of them left by his passengers on the train. From the age of six, I got my daily dose of current events and sports, thanks to the leftover Boston Globes, Heralds, and Records. Reading the papers every night became a lifelong addiction. I’m a news junkie to this day.

My father not only got me started on knowing what was going on outside Salem, he also taught me, through example, the value of hard work. And he did something else that would last a lifetime—he introduced me to golf. My father told me that the big shots on his train were always talking about their golf games. He thought I ought to learn about this instead of the baseball, football, and hockey I was playing. Caddying was something the older kids in the neighborhood were doing. So with his push, I started early, caddying at the age of nine at the nearby Kernwood Country Club.

I was incredibly dependent on my parents. Many times, when my mother left the house to pick up my dad, the train would be late. When I was 12 or 13, the delays would drive me crazy. I’d run out of the house and down Lovett Street, my heart racing, to see if they were around the corner on the way home, out of fear that something had happened to them. I just couldn’t lose them. They were my world.

It was a fear I shouldn’t have had, because my mother raised me to be strong, tough, and independent. She always feared she would die young, a victim of the heart disease that struck down everyone in her family. So in my early teens, my mother encouraged me to be independent. She’d push me to take trips to Boston on my own to see a ball game or catch a movie. I thought I was cool in those days until my mother left the house to pick up my dad at the train depot and they were late coming home.

Salem was a great place for a boy to grow up. It was a town with a strong work ethic and good values. In those days, no one locked their doors. On Saturdays, parents didn’t worry when their kids walked downtown to the Paramount, where a quarter bought you two movies and a box of popcorn, and you still had enough left for an ice cream on the way home. On Sundays, the churches were filled.

Salem was a scrappy and competitive place. I was competitive, and my friends were, too. All of us were jocks, living to play one sport or another. We’d organize our own neighborhood baseball, basketball, football, and hockey games, playing at the Pit, a dusty piece of flat land surrounded by trees and backyards off North Street. We’d sweep the gravel flat in the spring and summer, choose up sides and teams, even schedule our own tournaments. We’d play from early in the morning until the town whistle blew at quarter to nine. The whistle was the signal to get home.

In those days, the city was broken up into neighborhood schools, which led to intense rivalries in every sport—even at the primary school level. I was the quarterback on the six-man Pickering Grammar School football team. I was pathetically slow, but I had a pretty good arm and a pair of teammates who could really run. We won the championship at Pickering. I also was the pitcher on our baseball team and learned to throw a sweeping curveball and a sharp drop.

At Salem High School, however, I found out that I peaked very early in both football and baseball. I was too slow to play football, and my devastating curve and drop at 12 didn’t come with any more break at 16. My fastball couldn’t crack a pane of glass. Hitters would just sit there and wait for it. I went from being a starting pitcher as a freshman to the bench as a senior. I was lucky to be an okay jock in hockey, as captain and leading scorer of the high school team, but in college my lack of speed got me again. I had to give it up.

Thank goodness for golf, a sport that doesn’t demand speed. It was my father’s early encouragement that led me to Kernwood Country Club, where I began to caddy. On Saturday mornings, my friends and I would sit on the curb outside the gate to Green Lawn Cemetery, waiting for a member of the golf club to pick us up in his car and bring us a few miles to the course. On the hottest summer days, we’d sneak off to a secluded spot we called “Black Rock,” strip naked, and cool off with a swim in the Danvers River.

Mostly, though, we’d sit on the grassy hill by the caddy shack and wait for “Swank” Sweeney, the caddy master, to shout our names. A tall, thin man with curly hair and glasses, Sweeney would take the bags out of the caddy shack, put them on a half door, and yell, “Welch!” I’d rush off from a game of cards or a wrestling match for my assignment.

Nearly everyone hoped to carry Ray Brady’s clubs because he was the big tipper on the course, where tips were generally scarce. Otherwise, the $1.50 fee for a single 18 holes was about all you saw. We really worked for Monday mornings, when the grounds crew fixed the course. That was caddies’ morning, when we would take the lost balls we found and use our taped-up clubs to play 18 holes. We’d get there at the crack of dawn because they threw us off promptly at noon.

Caddying gave me the chance to make some money and, more important, learn the game. I also got early exposure to people who had achieved some level of success. I got a very early look at how attractive or how big a jackass someone can be by watching their behavior on a golf course.

Besides caddying, I worked a number of jobs. For a while, I delivered the Salem Evening News. I worked at the local post office during the holiday season. For about three years, I sold shoes on commission at the Thom McCan store on Essex Street. We got seven cents a pair for selling regular shoes. If you sold the “turkeys,” the 11E wingtips with the purple toes and the white trim, you’d get a quarter or fifty cents. I’d always bring them out, fit them to a pair of stinky feet, and say, “These look good on you.” What I’d say for an extra quarter in those days!

One summer job really taught me a lesson. It convinced me what I didn’t want to do. I was operating a drill press at the Parker Brothers game plant in Salem. My job was to take a small piece of cork, drill a hole through it by pushing down a pedal with my foot, and then toss the cork into a big round cardboard drum. Every day, I did thousands of them.

To pass the time, I’d play a game by trying to cover the bottom of the barrel with corks I drilled before the foreman came along to empty it out. I rarely made it. Talk about frustration. I’d go home with headaches. I hated it. I didn’t last three weeks, but it taught me a lot.

My early years were spent with my nose pressed up against the glass. Every summer before I was old enough to work, the kids from the Salem playground took a special train to Old Orchard Beach, an amusement park in Maine. This was our summer highlight. We’d board the train at six-thirty A.M. and arrive there two hours later. Within a couple of hours, by running from ride to ride, most of us had used up the five bucks or so that we brought.

We still had a full day ahead of us and were broke. My friends and I would them comb the beach for returnable bottles, going from blanket to blanket asking sunbathers for their empties. At two cents a bottle, that got us enough money for a hot dog and a few more rides before returning home.

On the other hand, I never felt deprived. I didn’t want for much of anything. My parents made many sacrifices for me, making sure I had a great baseball glove or a good bicycle. And my father allowed my mother to spoil me, without ever taking any of the credit. And she did.

She took me to the bleachers in Fenway Park to watch Ted Williams play left field for the Boston Red Sox. She’d pick me up at school in the early afternoon and drive me over to the country club so I could get a head start on the other caddies. A devout Catholic, she’d drive me to St. Thomas the Apostle Church so I could serve the six A.M. mass as an altar boy, with her praying in the first row of the right pew.

She became my most enthusiastic cheerleader, calling up the local newspapers and asking them to carry items about my small triumphs, from graduating from the University of Massachusetts to earning my Ph.D. Then she’d paste each clipping into a big scrapbook. She was shameless that way.

My mother was clearly the disciplinarian in the family. When my father once caught me on his train headed home after I’d skipped school to celebrate St. Patrick’s Day in South Boston, he didn’t say anything in front of my friends—even though all of us were juiced on some cheap 50-cents-a-bottle muscatel.

Instead he simply told my mother, who confronted me and doled out the punishment. Another time, I cut altar boy practice to play hockey on the frozen pond at Mack Park near my home. During the game, I fell through the ice and got completely soaked. To try to cover up what happened, I stripped off my wet clothes and hung them on a tree over a fire we built. We shivered in the January cold, waiting for our clothes to dry.

It was, I thought, a rather clever cover-up—until I walked through the front door.

It took a second for my mother to smell the smoke on my clothes. Ducking altar boy practice was a big deal to someone who hung a crucifix on the wall, prayed the rosary, and considered Father James Cronin, the longtime pastor of our church, a saint. So she sat me down, forced out a confession, and then delivered her own penance: whacking me with a damp shoe she’d just taken off my foot.

While she could be strict, she could also be a real “softie.” Once, when I was not much more than 11 years old, I stole a ball from a carnival that came through town. You know, the type of lousy ball you throw to knock metal milk bottles off a pedestal to win a Kewpie doll.

It didn’t take long before my mother found the ball and asked me where I got it. When I admitted that I had stolen it, she insisted that I go to Father Cronin, return the ball to him, and then confess what I did. Since all the priests knew me as an altar boy, I was convinced that they’d recognize me in the confessional the second I opened my mouth. I was scared of them.

I asked my mother if I could take the ball down to the North Canal, a murky river that ran through town, and toss it away. After negotiating with her, she let me have my way. She drove down to the bridge on North Street and watched as I threw the ball into the water.

Another time, when I was a senior in high school, I was caddying for one of the stingiest members of the Kernwood Country Club. By that time, I had been a caddy there for eight years—which was probably a little too long for my own good. We got to the sixth hole, a tee where the drive had to go only about a hundred yards to carry the pond. This day, my guy topped his ball straight into the water. It landed at least ten feet into the muddy pond. He asked me to take my shoes and socks off and wade into the pond after his ball.

I refused, and when he insisted I told him to go to hell. I tossed his clubs into the water, told him to get his ball and clubs himself, and ran off the course.

It was a stupid thing to do, even worse than flinging my hockey stick across the ice. Even though my mother was disappointed, because this incident cost me the club’s caddy scholarship, she seemed to understand what I felt and didn’t make as much of a big deal out of it as she might have.

An even greater disappointment was losing an opportunity to go to four years of college for free on a naval ROTC scholarship program. Three of us at Salem High passed the naval exam: me and two of my best friends, George Ryan and Mike Tivnan. My dad got state representatives to send letters of recommendation on my behalf, and I went through a battery of interviews for the program. My friends made it. George got a free ride to Tufts. Mike went to Columbia. I was hoping to go to Dartmouth or Columbia, but the Navy turned me down.


I never found out why.

Ironically, the rejection turned out to be a great break. At Salem High, I was a good student who worked hard for his grades, but no one would have accused me of being brilliant. So I applied to the University of Massachusetts at Amherst, the state school, where the tuition was fifty bucks a semester. For less than $1,000, including room and board, I could get a degree.

Except for a cousin, I was the first in my family to go to college. I had no family role models to follow, other than my uncle Bill Andrews, who worked as an “engineer” at the power station in Salem. Being an engineer sounded good to me. I found out early that I liked chemistry, so I took up chemical engineering.

I knew so little about college that I almost didn’t get there. I didn’t take the SATs, assuming instead that the scores on my ROTC naval exams were enough. I didn’t get my acceptance letter from UMass until June, just a few days before I graduated from high school. I must have been on the wait list—but I never realized it. Getting into a less competitive school, rather than the Columbia or Dartmouth I wanted, would in the end give me a tremendous advantage. The caliber of the competition I faced at UMass in those days made it easier to shine.

And though I was never short on confidence, my first week at college in the fall of 1953 was a tough one. I was so homesick that my mother had to drive three hours to the Amherst campus to see me. She tried to pump me up.

“Look at these kids around here. They’re not thinking about coming home. You’re just as good as they are, even better.”

She was right. Back in Salem, I had been playing ball, doing a little bit of everything, from being treasurer of my senior class to captain of the hockey and golf teams, but I had never really been away from home, not even to an overnight camp. Here I thought I was this macho guy, supposedly street smart and independent, and I was totally wiped out by the experience of going away to school. I wasn’t anywhere near as prepared for college as some of the other students. There were kids from New England prep schools and prestigious Boston Latin who were way ahead of me in math. I also found physics very hard.

My mother would have none of it. The pep talk worked. My anxieties went away within a week.

I struggled through my freshman year but did well on my exams, posting something like a 3.7 grade-point average, and made the dean’s list every one of my four years. In my sophomore year, I pledged Phi Sigma Kappa and moved into their fraternity house by the campus pond. Our fraternity, ranked at or near the top in beer consumption, had more late night poker games and better parties than most.

It was a great crowd of guys, and although we were on probation once or twice, I was able to play hard and still get the work done. I loved the atmosphere there.

I also had my professors at UMass, especially Ernie Lindsey, head of the Chemical Engineering Department, making me something of a pet project. He liked me and pushed me through the program, as if I were his son. As with my mother, his support gave me a lot of confidence. I got summer jobs in chemical engineering at Sun Oil near Swarthmore, Pennsylvania, and at Columbia Southern, now PPG Industries, in Ohio. In 1957, I was one of the university’s two best students graduating with a degree in chemical engineering. If I’d gone to MIT, I might have been in the middle of the pile. My proud parents bought me a brand-new Volkswagen Beetle as a graduation present.

During my senior year, I was being courted by many different companies. I had lots of good offers. But my professors convinced me to go to graduate school. I turned down the corporate offers and decided to go to the University of Illinois at Champaign, where I was offered a fellowship. The school was consistently ranked among the top five graduate programs in chemical engineering. It was a great school for my major.

I had been on campus no more than two weeks when I met a pretty girl and asked her out. Our Saturday night date went so well that we ended up just off a campus parking lot in the woods. The windows in my VW had gotten foggy when all of a sudden a light flashed through. It was the campus police, and we were caught in an awkward position. I froze, terrified of the consequences.

In those days, things were quite different. The 1950s were conservative times, and we were in the conservative Midwest. The police took us both down to the campus station and kept us there until four or five in the morning before sending us home.

My life flashed before me. I thought I was about to lose everything: my fellowship, my chance to get a graduate degree, my career. But most of all, I thought about my mother’s reaction when she found out what I had done. My fate would be decided after a Monday meeting with the university provost, who would determine the disciplinary action.

On Sunday morning, I gathered up the nerve to call the chairman of the Chemical Engineering Department, Dr. Harry Drickamer. I knew him only by his gruff reputation. Scared as I was, I thought he was my only hope.

“Dr. Drickamer,” I said, “I have a real problem. The campus police caught me messing around. I’m devastated by it, and I need help.”

I was practically wetting my pants telling him what had happened.

“Damn,” he responded. “Of all the graduate students I’ve had here, you are the first guy to do something like that. I’ll take care of this, but you better keep your pants on from now on!”

Whatever Drickamer did saved my butt. I still had to go through a difficult meeting with the provost, but I wasn’t thrown out of the school. Yet that frightening incident got me much closer to Harry. We formed a wonderful relationship. He, too, treated me like a son. We bet on football games. We argued over things in the news. In the hallways, Harry would tease me mercilessly, always ragging me about the Red Sox or my already thinning hair.


He became an important influence in my life, a mentor throughout my graduate years. I needed the help. At Illinois, I wasn’t as well prepared as the kids from Brooklyn Polytechnic, Columbia, or Minnesota. So in my first year, I struggled there as well. I had to really fight for my grades. I wasn’t by any stretch of the imagination a star.

After my first year at Illinois in 1958, when I was to graduate with my master’s degree, the country was in a recession. Instead of having twenty job offers, I got two: one from an Oklahoma oil refinery near Tulsa and another from the Ethyl Corp. in Baton Rouge, Louisiana. On the airplane for my Ethyl interview, I was traveling with one of my associates from the University of Illinois when something odd happened. The stewardess came back and said, “Mr. Welch, would you like a drink?” She then turned to my colleague and said, “Dr. Gaertner, would you like a drink?”

I thought that “Dr.” Gaertner sounded a lot better than “Mr.” Welch. All I had to do was stay a couple of more years. So with not much more foresight than that, I stayed at the university and went for my Ph.D. It helped that the job market wasn’t very good. It also helped that I really liked my Illinois professors, especially Drickamer and my thesis adviser, Dr. Jim Westwater.

In graduate school, especially in a Ph.D. program, you live in the lab. You come in at eight in the morning and go home at eleven at night. Sometimes you felt like you were judged on the number of hours your lights were on. My thesis was on condensation in steam-supply systems. So I spent hours vaporizing water and watching it condense on a copper plate.

Day after day, I snapped high-speed photographs of the geometry of the condensing drops on the surface. I developed heat-transfer equations from these experiments. The funny thing about a graduate thesis is that you get so hooked on it, you think you’re doing Nobel Prize work.

With Jim Westwater’s strong support, I got my Ph.D. in three years, faster than almost anyone. It took the typical grad student four to five years to get a Ph.D. I was hardly the program’s resident genius. To pass the program’s two-language requirement, one summer I studied French and German day and night for three straight months. I went into an exam room and tipped my head. Everything I had put in my brain poured out the other side. I managed to pass the exams, but if you asked me one word in French or German a week later, I was done. My “knowledge” emptied the moment I handed in those exams.

Despite not being the smartest, I did have the focus to get the work done. Some of the more intelligent people in the program had trouble finishing their theses. They couldn’t bring them to a conclusion. My impatience helped me.

I have always felt that chemical engineering was one of the best backgrounds for a business career, because both the classwork and required thesis teach you one very important lesson: There are no finite answers to many questions. What really counted was your thought process. A typical exam question went something like this: An ice-skater weighs 150 pounds and is doing figure-eights on ice an inch thick. The temperature is rising a degree every ten minutes to 40 degrees, and the wind is blowing 20 miles an hour. When will the skater fall through the ice?

There was no formulaic answer to that question.

The same is true for most business problems. The process helps you get closer to the darker shade of gray. There are rarely black-or-white answers. More often than not, business is smell, feel, and touch as much as or more than numbers. If we wait for the perfect answer, the world will pass us by.

By the time I left Illinois in 1960, I had decided what I liked and wanted to do and, just as important, what I wasn’t so good at. My technical skills were pretty good, but I wasn’t the best scientist by any means. Compared to many of my classmates, I was outgoing, someone who loved people more than books, and sports more than scientific developments. I figured those skills and interests were best suited for a job that bridged the laboratory and the commercial world.

Knowing that was a little bit like knowing I was a pretty good athlete—but far from a very good one. What I wanted to do made me something different from most Ph.D.s. They usually went into university classrooms to teach or corporate laboratories to do research. I toyed with the idea of teaching, and even interviewed at Syracuse and West Virginia Universities, but in the end I decided against that option.

Besides a degree, long-term friendships, and a way of thinking through problems, Illinois gave me something else: a great wife. I first spotted Carolyn Osburn at the Catholic church on-campus doing the Stations of the Cross during Lent. She attended mass, just as I did. I didn’t meet her, however, until a mutual friend introduced us in a bar in downtown Champaign.

Carolyn was tall, pretty, sophisticated, and intelligent. She had graduated with honors from Marietta College and was on a $1,500-a-year fellowship at Illinois, getting her master’s in English literature. After our first date at a basketball game in January 1959, we were always together. Five months later, we were engaged, and on November 21, two days after my 24th birthday, we were married in her hometown of Arlington Heights, Illinois.

We spent the bulk of our honeymoon driving my Volkswagen across the country and into Canada, with me interviewing for jobs. I was lucky enough to have several offers, but two fit: one from Exxon, to work in a development laboratory in Baytown, Texas, and one from GE, to work in a new chemical development operation in Pittsfield, Massachusetts.

GE invited me to Pittsfield, where I met with Dr. Dan Fox, a scientist in charge of the company’s new chemical concepts. That job appealed to me most. The development group was small. It was working on new plastics, and I liked the idea of going back to Massachusetts. Like my earlier professors, Fox struck me as someone who was smart and whom I could trust. In Fox, I saw a coach and a role model who brought the best out of everyone who worked with him.

He was already something of a hero inside GE because he had discovered Lexan plastic for the company. GE began selling Lexan in 1957. A potential replacement for glass and metal, it was used for everything from electric coffeemakers to the light covers on the wings of supersonic aircraft.

Fox, like most inventors, was already on to the next project, becoming champion for a new thermoplastic called PPO (polyphenylene oxide). He convinced me that PPO was going to be the next great thing. He described its unique ability to withstand high temperatures. It had the potential to replace hot-water copper piping and stainless-steel medical instruments. He capped off the selling job by telling me that I would be the first employee in charge of getting the plastic out of the lab and into production. I accepted within a week.

What I didn’t know when I showed up for work my first day on October 17, 1960, was how quickly I would become frustrated.

In just one year, GE’s bureaucracy would nearly drive me out of the company.
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Getting Out of the Pile

In 1961, I had been working at GE for a year as an engineer making $10,500 when my first boss handed me a $1,000 raise. I was okay with it—until I found out later that day that I got exactly what all four of us sharing an office received. I thought I deserved more than the “standard” increase.

I talked to my boss, and the discussion went nowhere.

Frustrated, I started looking for another job. I began scanning the “Help Wanted” ads in Chemical Week magazine and The Wall Street Journal, hoping to find a quick escape. I felt trapped in the “pile” near the bottom of a big organization. I wanted out. I got a nice offer from International Minerals & Chemicals in Chicago, not far from where my wife’s mother lived. It seemed like a chance to escape.

The standard predetermined raise was just a part of my irritation at what I saw as the company’s stingy behavior. When GE recruited me, the company had laid out a cushy red carpet. They convinced me I was just what they were looking for to help develop a new plastic—PPO.

When Carolyn and I arrived in Pittsfield, Massachusetts, I was expecting at least a little of the seductive treatment to continue. We came to GE with little more than change in our pockets. We had driven 950 miles from Illinois in my fading black Volkswagen. When I joined GE in October 1960, the local union was on strike. In order to avoid the picket line, I reported for work with the title of “process development specialist” in a local warehouse.

Quickly, my new boss, Burt Coplan, made it clear that the wooing process was over. Coplan, a thin, forty-something development manager, asked me if my wife and I had already found an apartment in town. When I told him we were staying at the local hotel, he said, “Well, we don’t cover that, you know.”

I couldn’t believe it. If it hadn’t been my first week in the job, I would have let him have it. But I wasn’t about to blow it. Coplan could not have been more charming during the interview process. In fact, he was a decent guy. He just saw it as his job to try to scrimp on everything.

He acted as if GE were on the verge of bankruptcy.

The romance that brought me to GE was evaporating. We moved out of the hotel. I checked into a cheaper motel, while Carolyn went to live with my parents in Salem for a couple of weeks until we could find an apartment. We eventually moved into a small, first-floor flat in a two-story wood-frame house on First Street, where the landlady was so chintzy with the heat that we had to knock on the walls to get her to put the thermostat up. Even then, she’d often shout through the paper-thin walls for Carolyn or me to “wear a sweater!” To help furnish the place, my parents gave us $1,000 to buy a couch and a bed.

Everything that first year wasn’t awful. There were things I liked: the autonomy to design and build a new pilot plant for PPO and the sense of being part of a team in what felt like a small company.

I worked closely with Dr. Al Gowan, who joined GE the same month as I did. He ran the earliest experiments on the new plastic in beakers. I designed the kettles to test the bigger batches and built them at a local machine shop. We constructed a pilot plant from scratch in a small outbuilding in the back of our offices. Each day, we’d run several experiments, testing different processes.

For someone just off a college campus, it was a real adventure.

Working with a new plastic like PPO, we needed all the scientific help we could get. So at least twice a month, I’d jump into my car and drive 55 miles to GE’s central research and development lab in Schenectady, New York, where the plastic was invented. I’d spend the day working with researchers and scientists, always trying to excite them about the product’s potential.

In those days, the central lab was funded entirely by corporate, so there was no direct incentive for the lab’s scientists to focus their efforts on any one business or, for that matter, any commercialization. The scientists liked doing advanced research. The game was to get them to put time into the development of your project after the invention phase. I had no authority. It was all persuasion. It was easy to get attention from Al Hay, the inventor of the plastic, and several of his associates. But some weren’t interested in commercializing products.

I looked forward to those trips to the R&D lab because it was fun “selling” my project—and the lab was a real help. These trips turned out to be relatively lucrative. I could make the trip in my VW for a buck of gas—four gallons at 25 cents a gallon—and GE would pay me seven cents a mile to use my own car. So I’d pocket something like seven bucks on every trip I made to Schenectady. It seems crazy now, but all of us would drive somewhere at the drop of a hat to get a little extra cash.

In spite of the good stuff, I was getting more frustrated every day. The penny-wise behavior that started that first week continued. In a redbrick building on Plastics Avenue, four of us shared a small, cramped office. We had to make do with only two phones, scrambling to pass them around the desks. On business trips, Burt asked us to double up in hotel rooms.

For me, the “standard” $1,000 raise was the proverbial last straw.


So I went to Coplan and quit. Just as I was about to drive my car back across the country again, Coplan’s boss called me. Reuben Gutoff, a young executive based in Connecticut, invited Carolyn and me out to a long dinner at the Yellow Aster in Pittsfield.

Gutoff was no stranger. We had met in several business reviews. We had made a connection because I would always give him more than he expected. As a junior development engineer, I had given him a complete cost and physical property analysis of our new plastic versus every major competing product offered by the DuPonts, Dows, and Celaneses of the world. It projected the long-range product costs of nylon, polypropylene, acrylic, and acetel against our products.

It was by no means an earth-shattering analysis, but it was more than the usual from a guy in a white lab coat.

What I was trying to do was “get out of the pile.” If I had just answered his questions, it would have been tough to get noticed. Bosses usually have answers in mind when they hand out questions. They’re just looking for confirmation. To set myself apart from the crowd, I thought I had to think bigger than the questions posed. I wanted to provide not only the answer, but an unexpected fresh perspective.

Gutoff obviously noticed. Over dinner, for four straight hours, he was hell-bent on keeping me at GE. He made his pitch, promising to get me a bigger raise and, more important, vowing to keep the bureaucracy of the company out of my way. I was surprised to learn that he shared my frustration with the bureaucracy.

This time I was lucky, because many GE bosses would have been happy to let me go. I undoubtedly was a pain in the ass to Coplan. Fortunately, Gutoff didn’t see it that way (but he didn’t have to deal with me every day). The dinner with him went on without an answer. During his two-hour drive back home to Westport, Connecticut, he stopped at a pay phone next to the highway to continue selling. It was one A.M., Carolyn and I were already in bed, and Reuben was still making his case.


By putting more money on the table (adding $2,000 to the $1,000 raise Coplan gave me), by promising an increase in responsibility and air cover from the bureaucracy, Gutoff showed me he really cared.

A few hours after daybreak, on the morning before my going-away party, I decided to stay. That night, surrounded by a pile of gifts at what was supposed to be my farewell celebration at Coplan’s house, I told my colleagues that I was not leaving after all. Most of them seemed happy, although I saw massive anxiety from Burt at the thought of having me back. I don’t remember if I kept the gifts, but I think I did.

Gutoff’s recognition—that he considered me different and special—made a powerful impression. Ever since that time, differentiation has been a basic part of how I manage. That standard raise I got over four decades ago has probably driven my behavior to an extreme. But differentiation is all about being extreme, rewarding the best and weeding out the ineffective. Rigorous differentiation delivers real stars—and stars build great businesses.

Some contend that differentiation is nuts—bad for morale.

They say that differential treatment erodes the very idea of teamwork. Not in my world. You build strong teams by treating individuals differently. Just look at the way baseball teams pay 20-game winning pitchers and 40-plus home run hitters. The relative contributions of those players are easy to measure—their stats jump out at you—yet they are still part of a team.

Everybody’s got to feel they have a stake in the game. But that doesn’t mean everyone on the team has to be treated the same way.

From my days in the Pit, I learned that the game is all about fielding the best athletes. Whoever fielded the best team there won. Reuben Gutoff reinforced that it was no different in business. Winning teams come from differentiation, rewarding the best and removing the weakest, always fighting to raise the bar.

I was lucky to get out of the pile and learn this my very first year at GE—the hard way, by nearly quitting the company.
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Blowing the Roof Off

Years before I was given the nickname Neutron Jack, I had actually blown up a factory—for real.

It was 1963, early in my GE career. I was 28 years old and had been with the company for all of three years. I can remember that spring day as if it were yesterday. It was one of the most frightening experiences of my life.

I was sitting in my office in Pittsfield, just across the street from the pilot plant, when the explosion occurred. It was a huge blast that blew the roof off the building and knocked out all the windows on the top floor. It shook everyone, especially me, to their very toes.

With the sound of the explosion still ringing in my ears, I raced out of my office and toward the redbrick plant 100 yards away on Plastics Avenue. Oh, my God, I thought, I hope no one got hurt. Roof shingles and shards of glass were scattered everywhere. Clouds of smoke and dust hung over the building.

I ran up the stairs to the third floor. I was scared as hell. My heart was pounding, and I was bathed in sweat. The wreckage the explosion caused was worse than I expected. A big chunk of roof and ceiling had collapsed onto the floor.


Miraculously, no one was seriously injured.

We were experimenting with a chemical process. We were bubbling oxygen through a highly volatile solution in a large tank. An unexplainable spark set off the explosion. We were lucky because the safety bolts let go as designed and allowed the top to shoot straight up through the ceiling.

As the boss, I was clearly at fault.

The next day, I had to drive 100 miles to Bridgeport, Connecticut, to explain to a corporate group executive, Charlie Reed, why the accident occurred. He was over my direct boss, Reuben Gutoff, the guy who had persuaded me not to leave GE. Gutoff would also attend the meeting, but I was the guy on the line, and I was prepared for the worst.

GE’s bosses had all sorts of expectations of their managers. They expected them to come up with new ideas for products. They expected them to enter new markets and increase revenues. They did not expect someone to blow up a plant.

I knew I could explain why the blast went off, and I had some ideas on how to fix the problem. But I was a nervous wreck. My confidence was shaken almost as much as the building I had destroyed.

I didn’t know Charlie Reed that well. Yet from the first minute I walked into his office in Bridgeport, Reed made me feel completely at ease. A Ph.D. in chemical engineering from MIT, Charlie was a brilliant scientist with a professorial bent. In fact, he had been on the MIT faculty as a teacher of applied mathematics for five years before joining GE in 1942. He was a balding fellow of medium height and build, with an ever-present glitter in his eye.

He also had a passion for technology. A bachelor married to the corporation, he was the highest-ranking GE executive with hands-on experience in chemicals. Charlie understood what could happen when you were working at high temperatures with volatile materials.

That day, he was incredibly understanding. He took an almost Socratic approach in dealing with the accident. His concern was what I had learned from the explosion and if I thought I could fix the reactor process. He questioned whether we should continue to move forward on the project. It was all intellect, no emotion or anger.

“It’s better that we learned about this problem now rather than later when we had a large-scale operation going,” he said. “Thank God no one was hurt.”

Charlie’s reaction made a huge impression on me.

When people make mistakes, the last thing they need is discipline. It’s time for encouragement and confidence building. The job at this point is to restore self-confidence. I think “piling on” when someone is down is one of the worst things any of us can do. It’s a standard joke during GE operating reviews that if one of the business CEOs is getting heat and someone in the room jumps on the bandwagon, the staff team will typically pull out the white handkerchief, toss it in the air, and flag the person for piling on.

Piling on during a weak moment can force people into what I call the “GE Vortex.” It can happen anywhere. You see the “Vortex” when leaders lose their confidence, begin to panic, and spiral downward into a hole of self-doubt.

I’ve seen it happen to strong, bright, and self-confident general managers of billion-dollar businesses. They were doing just fine in good times but then missed an operating plan or made a bad deal—not for the first time—and self-doubt began to creep in. They became willing to agree to anything just to get out of the room and make it through another day.

It’s a terrible thing to see. Few ever recover from the “Vortex.” I’ve tried to do everything to help people through it—or better yet, avoid it.

Don’t get me wrong. I enjoy challenging a person’s ideas. No one loves a good and passionately fought argument more than I do. This isn’t about being tough-minded and straightforward. That’s the job. But so is sensing when to hug and when to kick. Of course, arrogant people who refuse to learn from their mistakes have to go. If we’re managing good people who are clearly eating themselves up over an error, our job is to help them through it.

That doesn’t mean you have to take it easy on your top performers. A perfect example involves one of our real A players, an executive with global R&D responsibility for a major GE business. Just last year, he and I were chatting casually over cocktails the night before our annual officers meeting. I had recently returned from a tour of our R&D operations in India and was excited by what I had seen. As I described my impression of his operations, this guy told me I was given a load of BS on my trip.

“They aren’t doing anywhere near the quality of work in India you think,” he said.

His comment irritated me. I couldn’t believe him. The engineers and scientists in India were on his payroll, yet he was making a distinction between his people “here” in the United States, where he was located, and “there” in India. I always knew we had a problem getting the whole organization’s mind-set around the idea of global intellect, tapping every great mind in the world no matter where it was located. When I got that reaction from one of my best, I knew it was a helluva lot bigger problem than I’d thought.

Without naming him, I launched into that story the next morning in front of 170 of GE’s top executives. I used it as an example of how our company wasn’t getting what maximizing global intellect is all about. I challenged everyone in the room to look at themselves in the mirror to make sure they weren’t in the same boat. We could not have the R&D teams in the United States doing all of the advanced, fun work while farming out the lower-value projects to places like India. My visits to India convinced me that their research labs were filled with scientists equal to or better than those in the United States—and in a lot more disciplines than software.


Understandably, the guy felt I had clobbered him in public, and in front of his peers. I wouldn’t have done that if he weren’t one of the brightest and most confident executives in the company. He was a GE all-star, not a turkey.

Within a day or two of the meeting, he sent me a note explaining that he had inadvertently “diminished the significant progress made by his team in India” and had left me with the wrong impression. I immediately called to thank him for his note and assured him that he had not screwed up.

Obviously, this negative role-model act doesn’t work with everyone. You can do it with your very best—as long as they know they’re your best. Using role models always helped me make the point to a larger group.

The same applies to people who take what I call a “big swing” at something and miss. One of the real advantages of a big company is the ability to take on big projects with huge potential. The quickest way to neutralize that advantage is to go after the scalps of those who dare to dream and reach—but fail. That just reinforces a risk-averse culture.

The best way to support dreams and stretch is to set apart small ideas with big potential, then give people positive role models and the resources to turn small projects into big businesses. A good example of this was our early attempt in the late 1970s to develop a revolutionary new light bulb called Halarc. It was an ambitious effort to create a light bulb that lasted ten times longer than the typical product at a fraction of the energy. It appeared to be a perfect environmental solution.

This was a big $50 million swing.

Problem was, no one wanted to pay $10.95 for a single light bulb, no matter how “green” or revolutionary, and our project failed. Instead of “punishing” those involved in the Halarc effort, we celebrated their great try. We handed out cash management awards and promoted several Halarc players to new jobs. While no one was happy with the results, we made a big point of rewarding the people on the team. We wanted everyone in the company to know that taking a big swing and missing was okay.

 

By 1964, our project to make a new plastic had come a long way. We were getting close to a product we could sell. Gutoff assigned a general manager named Bob Finholt to run it. He was a dreamer and big thinker who quickly sold his bosses on the idea that we had something going in Pittsfield. Charlie Reed got the board to approve our new plastics plant in 1964.

The $10 million factory would produce the PPO product that brought me to GE in the first place, the same product that led to the disaster in the pilot plant. We got the money on the basis that we had a breakthrough plastic that was a step beyond GE’s first engineered plastic, Lexan, which had just set a new performance standard.

It was a hard sell, in part because we didn’t want to move to Mount Vernon, Indiana, where our first Lexan plastics plant had been built. Instead, we picked a 450-acre site in Selkirk, New York. I found it on a Sunday afternoon drive over from Pittsfield with my wife and three kids in the car. The five of us got out and walked all over the site. It was a beautiful piece of land, a former marshaling yard for the New York Central Railroad with a right-of-way on the Hudson River. I loved the site and wouldn’t leave until the kids gave out.

Some GE executives were skeptical of the location because it was only 30 miles away from Schenectady, where GE already had one of our largest and oldest manufacturing plants. There was a lot of selfishness in our request, too. We wanted to run our own show and stay where we were. To justify it, we argued that we were creating a highly technical product and needed access to the chemists and scientists in GE’s R&D center in Schenectady as well as our own research lab in Pittsfield, some 50 miles away.

We won the argument and the money. By this time, Bob Finholt’s more creative bent earned him a promotion to strategic planning at headquarters.

With the general manager’s slot open, I went after it.

After a dinner in Selkirk with Gutoff and the rest of our team, I followed Gutoff to his car behind the Stone Ends restaurant and jumped into the front seat of his Volkswagen convertible.

“Why not me for Bob’s job?” I said.

“Are you kidding?” Gutoff asked. “Jack, you don’t know anything about marketing. That’s what this new product introduction is all about.”

I wouldn’t take no for an answer. I stayed in Gutoff’s car on that dark and cold evening for well over an hour, pounding him with my qualifications for the job—thin as they might be.

It was my turn to sell Gutoff and sell him hard. I reminded him of the time when he sold me on staying at GE. He didn’t give me an answer that night, but when we drove out of that parking lot, Gutoff knew how badly I wanted the job.

Over the next seven days or so, I called him with additional arguments to bolster my case. Within a week, he called and asked me to come down to his office in Bridgeport.

“You SOB,” he said. “You convinced me to give you the job, and I’m going to do it. You better deliver.”

I went back to Pittsfield that day as the new general manager of the polymer products operation.

I didn’t have long to celebrate.

Just after getting the new job and breaking ground on the site, we found out that our PPO product had a serious flaw. Aging tests began to show that over time it became brittle and cracked under the high temperatures it was designed to withstand. There was just no way that it would make it as a replacement for hot-water copper pipes—one of its biggest potential markets.

I had lobbied myself into a potentially career-killing challenge. There is a moment forever frozen into my memory. I was standing at the Selkirk site on a cold winter day in 1965 with Gutoff and Allan Hay, the bow-tied GE corporate research lab scientist who invented PPO. In our overcoats and gloves, we stood at the top of a massive hole in the ground that must have been 30 feet deep, enough to bury all of us.

With the product’s newly found technical flaws and the gaping hole in front of us, my GE career flashed before me.

“Al, you’ve got to help us fix this thing or we’re all dead,” I said.

Hay turned to us and replied calmly, “Hey, guys, don’t worry about it. I have a couple of new plastics coming along.”

I felt like throwing him in the hole. I wondered what I had gotten myself into. We were way ahead of ourselves. This was a $10 million investment in a business that the company didn’t really understand. Now it became clear we didn’t have a working product for the plant to produce. Even worse, the scientist who invented the product had no idea how to fix it.

It took six frantic months before we worked our way out of the problem. I practically lived in the lab during that time. We tried everything. We were sticking every compound we could think of into PPO to see if it would stop the cracking. Dan Fox, the chemist who convinced me to join GE, led a team of chemists in Pittsfield who eventually found the solution by blending PPO with low-cost polystyrene and some rubber.

We had to juggle the plant design to take care of the blending process, but it worked.

The story had a happy ending. The blended plastic was called Noryl and eventually became a winning product that today does more than $1 billion in worldwide sales.

What made it work was a crazy band of people who believed we could do almost anything. We were scared to death but filled with dreams—and just nuts enough to try anything to get the plastic to work. We may have been in one of the world’s largest corporations, but in Pittsfield or Selkirk we saw ourselves as a very small, family business, with a “bank” behind us.

Talk about luck. This whole experience in the plastics business was like God coming down and saying, “Jack, this is your moment. Take it.”

I was still pretty new at this. I can remember the first time a salesman took Carolyn and me to dinner. I thought that was big stuff. I was a project manager and bought raw materials from his company, Pittsburgh Consolidated Coal. He took us out for drinks and dinner at the Mill on the Floss, the best restaurant in the area, and it was free!

It might seem naive today, but everything was a new experience. I loved every minute of it, and I found pleasure in the smallest things. We used to fly a two-engine United Caravelle jet from Hartford, Connecticut, to Chicago on our way to the plastics plant that made Lexan in Mount Vernon, Indiana. On every trip, the stewardess would hand each of us a can of macademia nuts and two tiny bottles of Scotch. We’d look forward to that treat all the way to the airport.

At times, I couldn’t believe that I was being paid to do all these things. Neither could my mother. When I traveled to Europe for the first time in 1964 on a business trip, she was petrified that GE might not reimburse me.

“Are you sure they are going to pay you for it?” she asked.

All these new experiences were part of growing a business from scratch, and we made just about every one of them an excuse for celebration. When we landed an order of $500 for plastic pellets, we’d stop off for beers on the way home to celebrate. We posted the names of every customer who bought $500 or more on the wall in what we called our “500 Club.” Whenever we’d add ten new customers to the club—it was time for another party.

Beer kegs and pizza parties were standard practice in Silicon Valley, but they were also standard for Selkirk and Pittsfield in the mid-1960s!

Every early promotion, every bonus, and every raise were also cause for celebration. When I got a $3,000 bonus in 1964, I threw a party for all the employees at the new house we had just purchased on Cambridge Avenue, a working-class area of Pittsfield. The very next Monday, I treated myself to my first convertible, a greenish Pontiac LeMans. Boy, was I feeling on top of the world—but I’d quickly get a reminder of how things can change.

Besides the car, I also bought a new suit. I liked to differentiate myself from the rest of the pack in those early days. In the summer I would often wear tan poplin suits made by Haspel with blue button-down shirts and striped ties. Silly as it now seems, I even liked the ring of hearing someone address me as “Dr. Welch.”

After work on one beautiful spring day, I went to the parking lot and got into my shiny new car. I pushed the lever to put the top down for the first time. All of a sudden, the hydraulic hose sprang a leak. Dark, grungy oil shot up onto my suit and ruined the paint job on the front of my beautiful new car.

I couldn’t believe it. There I was, thinking I was bigger than life, and smack came the reminder that brought me back to reality. It was a great lesson. Just when you think you’re a big shot, something happens to wake you up. It would by no means be the last time this would happen.

Even so, the family business continued to grow, and so did I. Once we had the Selkirk plant up and began selling Noryl, sales took off. We grew rapidly from 1965 to 1968 and then I got the next big break. In early June of 1968, nearly eight years after joining GE, I was promoted to general manager of the $26 million plastics business. This was a big deal, making me, at 32, the company’s youngest general manager.

The move put me into the big leagues with all the trimmings—an annual invitation to the company’s top management meeting every January in Florida and my first stock options.

I was on my way.
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Flying Below the Radar

Life appeared to be perfect. There was only one regret.

I could no longer share my success with my parents.

My mother had died on January 25, 1965, which was the saddest day of my life. She was only 66 years old but had been suffering from heart trouble for many years. I had been an undergraduate at UMass in Amherst when she had her first heart attack.

I was so upset then that after my aunt called with the news, I literally rushed out of the dorm and began running down the highway to Salem, about 110 miles away. I was too filled with emotion to stand and wait by the side of the road as I was thumbing a ride back home.

After a three-week stay in the hospital, she went home, rested, and recovered. This was all before beta-blockers and bypass surgery. (They would save my own life years later.) She suffered another heart attack three years later and went through the same routine. Three years after that, she had her third and final one. She and my father were in Florida on vacation at the time. I had given them $1,000 out of my bonus that year to help them escape a tough New England winter.


That money meant a lot to both of us. When I handed it to her, she burst with pride. She had always provided me with everything I had from the day I was born. My modest $1,000 gift was a chance to finally give her something in return. To her, it reflected the success “her product” was enjoying. She was so proud of me. Thank God I did it. One of my life’s great regrets is not being able to give her all the things I could if she were alive today.

When my father told me that my mother was in a Fort Lauderdale hospital, I immediately flew down from Pittsfield and went straight to her room. She was in bad shape, weak and frail. The night she died, I remember sitting with her when she asked me to wash her back. I sponged her back clean with warm water and soap, and she was so happy I would do that. Afterward, my dad and I returned to the one-bedroom efficiency motel where they had been staying.

We never saw her alive again.

I was devastated. My father and aunt returned to Salem by train with my mother’s body, while I drove my dad’s car back home. I drove north all night long. I stopped for some rest at a highway motel in North Carolina but stayed there for only four hours, tossing and turning. I was so restless and so angry. I cried and kicked the car the whole way. I felt cheated, angry, and mad at God for taking my mother from me.

By the time I got home, I had cried myself out. The wake and funeral at St. Thomas the Apostle Church were really a celebration of her life. At a funeral parlor in Salem, all our relatives, neighbors, and hundreds of friends I didn’t know showed up, each with a story my mother told about her son, Jackie.

Inevitably, every story she bored her friends with spoke of her pride in me.

My father also took her death hard. He was a good and generous man. He had bought me a new car when he couldn’t afford it. His job and my mother’s overwhelming personality kept him from having much of an impact on my life. But I loved him. Now it was so sad to see him refuse to adjust to life without her.

Without my mother, he was a lost soldier. She had kept him on a strict salt-free diet because he was suffering from edema. Now he became indifferent about what he ate; soon the water retention made his face puffy, and he began to gain weight.

He just ate himself to death with the wrong foods. He retained so much water that he was put in the hospital. I rushed back from a business trip in Europe. He was alive when I walked into the hospital elevator to get to his floor. By the time I reached his bedside, he had died. Just 15 months after my mother’s death, on April 22, 1966, my father passed away. He was 71 years old.

I was thrown for a loop. My mother and father were gone, and I was feeling awfully sorry for myself. I was lucky to have my wife, Carolyn, there to pick up the pieces. She was strong, quick-witted, and always supportive. She reminded me how lucky I was to have a great family, with three healthy kids, Kathy, John, and Anne. (Mark would come later in April of 1968.) She was a real rock for me, not only then but on many other occasions.

When I worried about the consequences of rocking the boat at work, Carolyn would encourage me to do exactly what I thought was right—regardless of what others at GE might think. After each promotion, she and the kids would celebrate by decorating the house and driveway with colorful streamers.

 

Following my promotion to general manager of plastics, I had a 1969 interview with the Monogram, the company magazine. When the writer came out to Pittsfield for our interview, he referred to me as “Dr. Welch.” I shot back, “I don’t make house calls, so call me Jack!”—a quote he included in the article.

I was now ready to act as a businessman and not an engineer, so I was anxious to bag the Dr. Welch moniker. I bragged that my employees were “a turned-on bunch” who generated their own “electricity.” I boasted that we grew the plastics business more in my first year as general manager than in the previous ten years. “There’s gold here, and we were lucky enough to come along and dig the mine.”

What an ass I was—so completely full of myself. Without regard for any of the previous leaders of the business, I claimed we would break all the sales and profit records. Those who read the article must have damn near choked. Fortunately, I was below the radar, insulated from the GE bureaucracy.

When I got the entire plastics operation, which included Lexan, I really believed I had inherited gold. Compared to Noryl, Lexan was a thoroughbred. It was clear as glass and tough as steel. It was flame resistant and lightweight. Boeing put 4,000 pounds of Lexan into every 747 jumbo jet it made in those days. Half of its applications replaced metal.

For years, we had been selling a blended product in Noryl, and we were always trying to get it to work. We were the second-class citizens with the second-class product. With a lower selling price, we managed to get it into business machine housings, lawn sprinklers, hair dryers, disposable razor cartridges, and color televisions. But we had to fight for every 500-pound order. When we finally got Lexan, I thought we could take on the world and was cocky enough to say so.

The statement was even more outrageous since the company’s view of plastics was a lot less flattering. The guy who had been running the business was promoted to general manager of silicones, then about 50 percent larger than plastics. Silicones was very profitable, while plastics was just getting to breakeven.

Nevertheless, the future looked very bright. This was a time when forecasters believed that plastics would be the fastest-growing industry over the next decade—faster than computers and electronics. Even the movies were getting into it. In The Graduate, Dustin Hoffman was encouraged to get a career in “plastics!”


We added marketing people and began promoting the plastics business as if it were Tide detergent.

We hired St. Louis Cardinal pitcher Bob Gibson to be in our ads. We filmed a TV commercial with a bull in a china shop, except all the china made from Lexan plastic didn’t break when the bull wreaked havoc on the set. We hired radio comedians Bob and Ray to plug our plastics in Detroit during prime time. We’d air the radio spots between seven-thirty and eight A.M., when our target customers, the automotive engineers, were stuck in traffic jams on their way to their General Motors, Ford, and Chrysler offices. We had billboards promoting Lexan on all the roads leading to work.

Denny McLain, at that time a thirty-game winner with the Detroit Tigers, hurled fastballs at me while I was holding up a Lexan plastic sheet in the parking lot of our Detroit office. The local press covered the event. All this promotion got a lot of attention because it was really different marketing for an industrial plastic.

We wanted to replace every metal part in a car with Lexan, from the trim on the dashboard to the crank handles on the windows. Because our five-person office in Detroit was competing against DuPont’s 40-person office, we had to be faster and more creative. We took on the big chemical companies and did well because we could outrun them. We were using the strength of a big company and trying to run with the speed of a small company.

We were flying. By 1970, we had beaten my boastful prediction by more than doubling the plastics business in less than three years. Despite the obvious success, I was clearly ruffling the feathers of some powerful people at corporate headquarters.

One of them was Roy Johnson, the head of GE’s human resources department. Johnson was the keeper of the keys, reporting directly to Chairman Fred Borch at the time and eventually to Reg Jones, and he had a big impact on hiring decisions.

Years later, I found a memo that Johnson wrote in July 1971 to Vice Chairman Herm Weiss. At the time, I was being considered for another promotion to vice president of the chemical and metallurgical division, a $400 million (sales) group of businesses. In the memo, Johnson concluded that I deserved the promotion but that the appointment “carries with it more than the usual degree of risk. Despite his many strengths, Jack has a number of significant limitations. On the plus side, he has a driving motivation to grow a business, natural entrepreneurial instincts, creativeness and aggressiveness, is a natural leader and organizer, and has a high degree of technical competence.

“On the other hand,” continued Johnson, “he is somewhat arrogant, reacts (or overreacts) emotionally—particularly to criticism—gets too personally involved in the details of his business, tends to overrely on his quick mind and intuition rather than on solid homework and staff assistance in getting into and out of complex situations, and has something of an ‘anti-establishment’ attitude toward General Electric activities outside his own sphere.”

I’m glad I found this evaluation later or I might have done something stupid—even if he had some pretty good points. At the time, I probably wouldn’t have accepted the criticism. Johnson chalked up my “limitations” to “youthfulness and lack of maturity” but fortunately didn’t block me for the division job. Thank goodness Herm Weiss supported me.

Looking back, there were enough reasons for Johnson and others to have reservations. Obviously, I wasn’t a natural fit for the corporation. I had little respect or tolerance for protocol. I was an impatient manager, especially with people who didn’t perform.

I was blunt and candid and, some thought, rude. My language could be coarse and impolitic. I didn’t like sitting and listening to canned presentations or reading reports, preferring one-on-one conversations where I expected managers to know their businesses and to have the answers.

I loved “constructive conflict” and thought open and honest debates about business issues brought out the best decisions. If an idea couldn’t survive a no-holds-barred discussion, the marketplace would kill it. Larry Bossidy, a good friend and former GE vice chairman, would later liken our staff meetings to Miller Lite commercials. They were loud, raucous, and animated.

And I never hid my thoughts or feelings. During a business discussion, I could get so emotionally involved that I’d stammer out what others might consider outrageous things. A couple of favorites were “My six-year-old kid could do better than that!” or “Don’t Walter Cronkite me!” (That was understood by everyone to mean: “You report the bad news, but you don’t tell me how you’re going to fix it.”)

People who couldn’t fit into this informal and entrepreneurial environment left or were asked to leave. I cut my losses quickly on bad hires that didn’t perform. People who were arrogant or pompous didn’t last very long. Those who delivered took home outsize salary increases and bonuses, just as I now did.

I “kicked,” but I also “hugged.”

These differences cast me as a rebel of sorts and led to all kinds of ridiculous scuttlebutt. Most of the rumors about me were just that—rumors. They made for some fun conversations around the water cooler but had little basis in reality. The gossips claimed that I’d jump on top of desks or conference tables like some kind of temperamental bully.

That was a crock.

Yet I kept moving higher. Despite Johnson’s reservations, I got the job as head of the chemical and metallurgical division in 1971, and it brought a bunch of new challenges. I had spent 11 years in GE working in the plastics arena. Now I had to figure out how to run a whole portfolio of materials businesses, including carbide cutting tools, industrial diamonds, insulating materials, and electro-materials products—and do it all with very different people.

My first job was to get a close look at my team. With a couple of exceptions, I found them wanting. I’m the first to admit I could be impulsive in removing people during those early days. But over the years, I learned a lot about how to do it. It’s the toughest and most difficult thing we ever do. It’s never easy, and it doesn’t ever become easier.

If I learned anything about making this easier, it’s seeing to it that no one should ever be surprised when they are asked to leave. By the time I met with managers I was about to replace, I would have had at least two or three conversations to express my disappointment and to give them the chance to turn things around. I would follow up every business review with a handwritten note.

Some may not have appreciated my candor, but they always knew exactly where they stood.

That first talk is when the surprise and disappointment, if any, should occur—not when the person is asked to leave. I can’t remember a single instance where someone felt shocked or blind-sided when our final conversation took place.

“Look,” I’d say, “we gave this thing a good run. We both know it’s not working out. It’s time to wrap it up.”

Inevitably, there’s some disappointment. More often than not, there’s relief. When it’s time for the final conversation, the subject quickly gets to “What’s my deal?” I’ve been lucky enough all my life to work for a company with the financial resources to be able to soften the blow.

At that point, the biggest challenge is to get everyone focused on the future. Assure them that this is another transition in their life when they can make a new start—just like the transition from high school to college, or from college to the first job. They can move on to another environment where all past warts are forgotten.

I’ve seen many people go on to better and happier lives after leaving jobs that just weren’t working. All of us have a responsibility to try to make that happen.

 

I eventually had to deliver the bad news to three of the executives who reported to me in the new job in 1971. I also had a few keepers. I replaced myself in plastics with Tom Fitzgerald, a wild Irishman. Most of us in plastics were engineers. Tom was the only true peddler.

He and I were great friends as well as business soul mates. I took out the manager of our silicones business and found someone from my past: Walt Robb, the Ph.D. research engineer who recruited me at Illinois. Walt had already moved out of the lab and into an operating role as head of a small medical development business.

Into our laminating business, where I replaced the manager, I put Chuck Carson, an associate from plastics who had been my finance chief and later head of our Lexan sheet business. Laminates was a difficult business. Our major competitor, American Cyanamid’s Formica brand, dominated the market and overwhelmed our brand, Textolite. We had the weakest distributors. Chuck was as strong as they make them. He was so tough we called him “Frank Nitti,” after the rough guy on The Untouchables, a popular TV show at the time. Chuck always made the numbers in the budget but couldn’t do much to improve the business’s low margins or weak competitive position.

He and I tried everything to make a silk purse out of this sow’s ear. It was the first time I saw the sadness in people grinding it out in a lousy business, going head-to-head with a nearly invincible competitor, with little hope of making it better.

Until then, I thought all businesses could be exciting. I believed that if you poured research and money into things, new products came, and with them future growth and success. It was my first look at the real world of bad businesses, a lesson that over my career would come to have an enormous impact. Luckily, though, our other businesses had pretty good margins, especially plastics—the real driver of growth.

I dove in to understand the people in these new businesses. In our metallurgical business in Detroit, for example, I asked to see the sales management team during an early human resources review. I could not believe the quality of the team. They came in with dull, formal presentations. They had no passion for their jobs and couldn’t answer the most routine questions. I considered them the ultimate “milk run” sales force—salesmen who couldn’t find new accounts to save their lives.

After the review, two managers were removed, but I met one special guy, John Opie, then market development manager. He was 35 years old and had been in the business for a dozen years. I gave him the first of many “battlefield promotions,” making him national sales manager the day I met him. After having seen all his “new” regional sales managers, I told Opie that if I were him, I’d ask all six of them to leave over the next year. Eventually, five did.

That was obviously out of the ordinary—far out of the ordinary. But it jolted the team, and Opie used it to energize the business. Hardworking and totally unselfish, Opie would go on to become one of GE’s best operating executives, ending up as one of my vice chairmen.

I didn’t go out of my way to thumb my nose at the bureaucracy, but I was different and threatening to some of the headquarters people. Roy Johnson’s comments reflected my own conflict with the corporate staff in New York. Whenever I wanted to hire a key person, corporate would serve up their slate of candidates for the “corporate dotted-line positions” in finance, human resources, and legal. In those functions, I had to fight for every person I wanted to hire.

I didn’t always get to pick the ones I wanted. On several occasions, I had to settle for someone on the corporate slate. A couple of finance managers I was forced to take weren’t even close to capable, and I eventually had to remove them. A big fight I lost was the time I tried to promote a young lawyer, Bob Wright, as general counsel for the plastics business.

I thought he was a lot more than a lawyer. Bob was 27 years old and had just come from private practice. When I was promoted to the division job, I brought Art Puccini with me as general counsel. Bob was the perfect candidate to succeed Art in the plastics business. GE’s general counsel had a different view. He felt that Bob’s age and experience made him unqualified, so he stuffed me with a slate of his cronies.

I took one of them. I solved the problem of promoting Bob Wright by asking him to take on strategy development for plastics in 1973. I could fill that position without corporate interference. Although it was an unlikely job for a lawyer, Bob was sensational in it. He had a million ideas and brought new life to the position. In 18 months, we made him the national sales manager for plastics. His quick wit and extroverted personality made him a natural fit for the job and gave him experience he would use forever. Bob eventually became president of NBC. Today he is a vice chairman of GE—a long road from being a “corporate reject” for the legal job in a business doing less than $100 million a year in sales.

Tension between the headquarters and the field is common in every organization. In Bob Wright’s case, I found a way to beat the system without openly defying it. For the past 20 years, I hoped every day that GE people were making the case for the people they wanted—even if my staff and I were trying to stuff our own candidates down their throats.

While the bureaucracy often frustrated me, I tried hard not to be a very visible critic of it—especially not to the higher-ups. By the early 1970s, I had started to think about the possibility of running GE. I actually said it in 1973 when I presumptuously wrote in my performance review that my long-range career objective was to become CEO. I was determined not to blow my dream by tilting at windmills. If I bitched and moaned about the system, the system would get me.

I was fortunate. The system bent. The company gave me an incredible number of different experiences. For the most part, it let me be myself.
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Getting Closer to the Big Leagues

During June of 1973, I got my next big break. Reuben Gutoff was promoted to head of strategic planning for the entire company, and I got his job as group executive. The promotion meant that I had to move to corporate headquarters. Besides the chemical and metallurgical division I already managed from Pittsfield, I was now responsible for a number of other businesses: medical systems in Milwaukee, appliance components in Fort Wayne, electronic components in Syracuse.

It was a diverse portfolio of products with over $2 billion in annual sales. The group employed 46,000 people and had 44 factories in the United States, plus operations in Belgium, Ireland, Italy, Japan, the Netherlands, Singapore, and Turkey.

The promotion was a big deal. Only 16 months earlier, I was named a GE vice president at the age of 36. This new job put me on the radar screen. I was becoming a real player. I went to the New York headquarters to look at sample offices that had been set up similar to those in the company’s planned new offices in Fairfield. GE would move there in August 1974. I picked out the furniture for my office, with a set number of ceiling tiles signifying one’s status in the corporation.


There was only one problem—a very big one. I didn’t want to move to the new headquarters in Fairfield.

Over the 13 years I had lived in Pittsfield, I had constructed the ideal life for my family and me. I loved the Berkshires. From our cramped apartment in 1960, Carolyn and I had moved into a succession of homes until we owned what I thought was one of the best houses in town.

We had a network of good friends. Our four children were still young and in local public schools. Pittsfield was a great place to bring up kids, with mountains and lakes just minutes away. I had a spectacular group of friends at the Pittsfield Country Club, where we played “life and death” games of golf and paddle tennis. I played hockey in a town pickup league well into my thirties. I knew just about everybody.

I really felt like the big fish in a little pond. I didn’t want to give it up. Pittsfield had another advantage: It kept me out of the rat race at headquarters.

I flew to New York that summer to see Herm Weiss, then a vice chairman. As a group executive, I would report to Herm. He was a large and imposing man, tall with broad shoulders. An unassuming guy, Herm had been a star college athlete in football and baseball and was honored by Sports Illustrated as one of its Silver Anniversary Award winners.

I really liked him. We both loved golf, wisecracking, and betting on Sunday football games. First a boss, then an ally and friend, Herm took me under his wing. It seemed everywhere I went I found a mentor. I wasn’t searching for a surrogate father, but good people always seemed to crop up and give me their support.

I usually looked forward to every meeting with Herm. This time I arrived in his office scared stiff. I went there to ask him to let me stay in Pittsfield. I argued that most of my time would be spent in the field with the businesses. I promised I would never be late for the monthly meetings at headquarters.


In a moment of weakness or charity, or both, Herm finally said yes. I practically jumped up and kissed him. I got out of his office in a hurry, before he could change his mind or report his decision to Reg, who I was sure wanted me at headquarters. When Reg found out, he couldn’t believe Herm had let me stay in the field.

I moved out of my old office on Plastics Avenue and set up shop with a five-person staff in a suite of offices on the second floor of the Berkshire Hilton in Pittsfield. Over the next five years, I kept my promise to Herm never to miss a meeting. When Pittsfield’s weather threatened to close down the airport, I would go down the night before. If we got a weather surprise, I’d jump in the car at 5 A.M. and drive like a maniac to New York in time for the start of a business review.

This group executive job was my best to date. The new $2 billion business mix gave me a large playpen to practice what I had learned. The chemical and metallurgical division, which included plastics, was growing. The appliance components business was a set of motors and widgets with good profits, but half of the sales were internal to GE. The electronic components business was a real mixed bag, from semiconductors to TV tubes and capacitors. Several of these electronic products were doing well, while others just bled red ink. The medical business, selling primarily X-ray equipment, had great potential but in 1973 was losing money.

This new job gave me the chance to put together a new team. I found a staff of bright, savvy, street-smart people with complementary skills in finance, human resources, strategy, and law. After being stuffed for years by corporate with candidates who were less than the best, I was lucky to finally get two strong GE executives from “the system”: Tom Thorsen and Ralph Hubregsen.

Tom, my finance guy, was exceptionally smart, handsome, tough, and fun-loving. Ralph, my human resources person, was an unmade bed. Craggy-faced, he smoked cigars until their very end, scattering ashes everywhere. He was an administrative nightmare, often staying up all night long to finish the books for our presentations at headquarters. But you couldn’t find anyone with a better nose for people.

I went outside for my strategic planner and found Greg Liemandt from Booz • Allen & Hamilton. He was the first of many smart people I hired from the consulting industry, which was ironic because I disliked consulting. Greg lived far outside the box, always challenging conventional thinking.

Last, I again promoted Art Puccini, my former general counsel, to the top legal job in the group. Born in Brooklyn, with degrees in pharmacy and law, Art had joined GE just a few years before. He brought a good mix of smarts and street savvy.

You couldn’t have found a more diverse band of characters—some GE insiders and a pair from the outside world. All of us were earthy, without pretense or formality—always blunt.

Along with half a dozen support staff, we moved into a 3,600-square-foot group office suite at the Hilton. Without a corporate boss in sight, we wore sweaters and jeans to work. We shouted back and forth through the open doors. The place had the feel of a college dorm.

On Friday nights, we’d often go to the hotel’s rooftop lounge to rehash the week over a few beers. We’d get up there about 6:30 P.M., and our wives would show up two hours later. By then, we had nearly exhausted all our exaggerated tales from the week. Listening to our war stories wasn’t the biggest treat for any of them, but they were great sports. They liked one another as much as we did. Often, we’d get together on the weekends for Saturday night dinner or Sunday afternoon parties, many times with our kids.

We were having the time of our lives—and getting paid for it.

We spent most of our time in the field doing people and strategy reviews. We chartered a Citation jet that got us around easily. I was so excited to have a plane.

Carolyn saw it another way. “Jack, you’re such a fool,” she said. “They let you have the plane so you can work yourself to death.”


She had a point, but I loved it, anyway. Often, we’d leave on a Monday morning and wouldn’t return until Friday night. We’d visit Fort Wayne, Indiana, Milwaukee, Wisconsin, and Columbus, Ohio, as if they were towns next door. I’m sure some of the managers must have thought, Damn, here they come again. We’d spend hours locked in a room, peeling back the onion until all the issues were exposed. While some enjoyed the sessions and called them great intellectual combat, I’m sure others looked forward to them like they would to a root canal.

We had the best of both worlds. We had the resources of a big company, but with the same family atmosphere of my earlier years in the plastics business. Trying to oversee these diverse businesses in remote locations, I realized—more than ever before—how much my success would depend on the people I hired. From my first days in plastics, I understood the importance of getting the right people. It was clear that when I found someone great, it made all the difference in the world.

I learned a lot of this the hard way—by making some big mistakes. The inconsistency of my first hires was laughable. One of my most common errors was to hire on appearances. In marketing, I’d sometimes recruit good-looking, slick-talking packages. Some of those were good, and some were just empty suits.

I made other “beauties.” I was 30 when I began hiring in Asia. Obviously, I couldn’t speak Japanese. I had little feel for the culture. So I did the obvious. If a Japanese candidate spoke English well, I usually hired him. It took me a while to find out that using language as a “hiring screen” was a marginal idea at best.

Many of my hiring mistakes reflected my own silly prejudices. Probably because I went to UMass—a former agricultural school that was just emerging in engineering—academic pedigrees impressed me. For engineering talent, I’d try to hire MIT, Princeton, and Cal Tech graduates. I should have reminded myself where I had come from. Often, I found out that where they came from wouldn’t determine how good they’d be.


In the early days, I fell in love with great résumés filled with degrees in different disciplines. They could be bright and intellectually curious, but they often turned out to be unfocused dabblers, unwilling to commit, lacking intensity and passion for any one thing.

In the hands of the inexperienced, résumés are dangerous weapons.

Eventually, I learned that I was really looking for people who were filled with passion and a desire to get things done. A résumé didn’t tell me much about that inner hunger. I had to “feel” it.

In this new group job, I discovered that the only business I would ever know in my blood was plastics. This was a big transition in my thinking. I could no longer have fingertip control of all the details. That made my obsession about people even more intense.

My HR partner, Ralph Hubregsen, and I began going out to the businesses, spending a full day in a room first with the general manager and his HR executive and then with all his direct reports. After 10 or 12 hours of heated discussion, I’d come away with a pretty good sense of the talent we had at the top two or three levels of the business.

The reaction was total shock. No one was used to these intense personal discussions about the strengths and weaknesses of every individual on their team.

The leaders in the field who bore the brunt of these exchanges were the four divisional vice presidents who reported to me: Julian Charlier in medical, Walt Robb in chemical and metallurgical, George Farnsworth in electronic components, Fred Holt in appliance components.

Farnsworth was a real savvy GE insider who was truly his own man. He flew open-cockpit planes, was cynical yet funny, and was someone I got to like very much. Holt was another wise GE veteran. He played every corporate game there was and had been doing so for years. More often than not, he pretty much got what he wanted. Fred was probably 20 years older than me and had seen and heard it all. He saw me like a stomachache that would soon pass.


George and Fred were the first two mainstream GE corporate officers I ever managed. They often thought I was off the wall but seemed to respect my enthusiasm, if nothing else. Fred clearly was in his final job, and George was not obsessed with career advancement, although he would later get a big promotion to run our aerospace business.

Charlier, a Belgian who came from a small medical acquisition in Liège, Belgium, now ran the medical business. I had watched him for a couple of years when we both reported to Gutoff. Charlier was an urbane European who had a grandiose idea every minute but wasn’t much into following up on them. He had built a beautiful new headquarters building for medical outside Milwaukee that gave the business new panache. There was a part of his bon vivant and creativity that I liked, but his inability to deliver results, which had bothered me as a peer, really drove me nuts when he began reporting to me.

I tried to stay with Charlier because I enjoyed him, but his 50,000-foot-high view of everything didn’t work. We had several discussions about this and the lousy performance of the business until we finally decided that he would be better back in Europe at another company.

To replace him, I made a phone call on a Sunday night to Walt Robb. During my early days in plastics, he often called me on Sunday nights, offering support, gossip, and advice. This time I made the Sunday phone call to Walt and asked him to take over the medical business. My offer damn near knocked him on the floor. “You love technology, and you’re curious,” I said. “You’re the perfect guy to run the medical business.”

Walt thought I was crazy. In 20 months, he had gone from being head of a small $7.5 million (sales) medical development business to manager of the chemical and metallurgical division, one of GE’s biggest and most profitable businesses, with $500 million in sales.

He had been in that job only four months and liked it. Now I was asking him to take over our medical business with half the revenue—and it was losing money. Walt had trouble seeing my offer to run an unprofitable business making X-ray equipment, pacemakers, and heart monitors in the middle of Wisconsin as “the opportunity of a lifetime.” He took the job, intrigued by the technology and some of my own BS.

Walt inherited a business that primarily sold X-ray equipment to both radiologists and dentists. Shortly after Walt got there, EMI, the English electronics company (now the music company), had a major breakthrough, the CT (computed tomography) scanner. The advance posed a major threat to our existing X-ray business, but it was a huge challenge and really got our competitive juices flowing.

Walt, who had gotten his start at GE’s research lab, went right back to his scientist friends in Schenectady for help. It was easy to excite the lab about the opportunity, since the EMI invention had captured the attention of the scientific world. My only contribution was to follow the team’s progress weekly, serving at times as a cattle prod and on other occasions a cheerleader. About 80 people worked round-the-clock to create a product that would give us faster and better images than the EMI model. Everything about this had “start-up” written over it. Researchers practically lived in the lab, eating out of pizza boxes, and we made our first scanners out of a rented grocery store in Milwaukee.

By early 1976, they were taking orders for the $650,000 machine.

Once again I saw the benefits of acting like a small company. Giving the project visibility, putting great people on it, and giving them plenty of money continues to be the best formula for success.

The CT changed the medical business forever. An unprofitable operation with $215 million in sales when Walt took it over is now, in 2000, one of GE’s jewels, with operating profit of $1.7 billion on over $7 billion of sales.

I broke up the chemical and metallurgical division that Walt had been running and spun out the high-growth plastics business. I put Chuck Carson, who had run our laminates business, over the slower-growing but highly profitable remaining materials businesses.

The plastics business posed something of a dilemma. My friend Tom Fitzgerald was now running silicones and was the obvious internal choice for the plastics job. But he was my closest business friend, and as a result I saw both his strengths and his weaknesses more than anyone else. I decided to compare Tom with the best I could find on the outside.

I’ve said that I’ve made my share of hiring mistakes. None would be bigger than the one I was about to make.

I passed over Tom for the job and brought in an outsider who had once run GE’s silicone operations. As a young manager in the plastics business in the early 1960s, I was blown away by the presentations he gave at divisionwide meetings. He was the most articulate of all the leadership. His speaking skills were particularly impressive to me because I couldn’t deliver a speech to save my life. Before reading my first speech in front of a few hundred GE executives in Cooperstown, New York, I twice had to leave the front row of the auditorium to run to the bathroom.

I was really pleased with myself for enticing him back. He seemed the perfect package: well-dressed, articulate, someone who made a great first impression. He had left GE for a bigger opportunity in the chemical industry, which only impressed me more. Bringing him back as a corporate vice president was a big deal. To do this, I had to get approval from our corporate human resources people in Fairfield as well as from Herm and Reg.

It didn’t take very long to realize that my new man wasn’t up to the job. I had hired someone from an image I’d had 15 years ago. I knew I had to make a change. It was a real dilemma. I thought I was a candidate in the succession race for Reg’s job. By hiring this outsider, I had gone against Roy Johnson, the HR head, who always favored the inside candidates. This could have been a disaster for me.

Within six months, I had to go to headquarters and tell Roy Johnson, Herm Weiss, and Reg Jones that I had screwed up and needed to remove him. Talk about a tough day. I had gone against the system. I hadn’t hired one of my friends who expected and, in retrospect, deserved the promotion. I was embarrassed for the person I had recruited because it was so obvious this was the wrong job for him.

Herm’s reaction was supportive. “You made a mistake. I’m glad you moved fast to correct it.” Reg simply said, “Okay,” but was otherwise guarded with his thoughts. Johnson used it as another example of my immaturity.

 

Holt and Farnsworth were not only good guys, they were savvy, and they knew how the GE system worked. This was my first real look inside the “traditional GE.” Their insights opened my eyes to this other world.

There are a thousand Holt stories, but the one I liked best involves people evaluations. In Fort Wayne, one day during an HR review, Fred was giving a glowing appraisal of a guy I knew.

“Fred, how the hell could you write this? He’s not that good. We both know this guy is a turkey. This appraisal is ridiculous.”

To my surprise, Fred agreed.

“Do you want to see the real one?” he asked. “I can’t send this to headquarters. They’d want me to kill this guy.”

Fred wasn’t alone in those days. He thought he was being a nice guy, protecting people who weren’t up to their jobs. That’s just the way it was. No one wanted to deliver bad news. In those days it was standard to fill out your appraisal form by writing that your career objective was at least your boss’s job. The boss’s response usually was “fully qualified to assume next position”—even if they both knew it wasn’t true.

Many of these “kind” performance appraisals would come back to haunt me in the early 1980s when we had to downsize the company. That “false kindness” only misled people and made their layoff an even greater shock than it should have been.


From George Farnsworth and his electronic components business, I got two things: One was my first hard look at semiconductors, a business I disliked immediately. Yes, it had high growth, but it was too cyclical for me and ate up enormous amounts of capital. It took me close to a decade to get out of it.

The other thing I got from George would stay with me for the next 25 years: the controversy over PCBs (polychlorinated biphenyls). George managed the capacitor business in Hudson Falls, New York, which used PCBs as electrical insulators. It was my first experience dealing with the government.

 

From 1971 to 1977, my responsibility broadened continually, from running a $100 million business to a $400 million division and soon a $2 billion group. I learned the importance of people, supporting the best and removing the weakest. I learned to support high-growth businesses like medical and plastics and how to squeeze everything out of slow-growth operations. It was a great set of experiences.

Toward the end of 1977, I got a phone call in Pittsfield. It was from Reg in Fairfield. He wanted to see me, and it was urgent. I was there the next morning.

“I think highly of you,” Reg said, “but Jack, you don’t understand General Electric. You’ve only seen 10 percent of the company. GE’s a lot more than that. I have a new job for you—sector executive for the consumer products businesses. But Jack, this job is in Fairfield. You can’t be a big fish in a small pond anymore. If you want to be considered for bigger things, you’re going to have to come here.”

I was thrilled to get another promotion—even if it meant that I would finally have to leave Pittsfield. Carolyn was eager to move on. She was looking forward to a fresh start in a new place and felt the move would help our four kids grow.

By now, two of our four kids, Kathy and John, were in high school, Anne was in the ninth grade, and Mark was in the fifth. Despite my crazy work habits, we were a close family. We always took a week off to ski in the winter during spring break and never missed renting a house on the Cape for a two-week vacation in the summer.

I admit I had a tough time taking a complete vacation from the job. When we were on the Cape, I’d often sneak off the beach to a pay phone to check into the office a couple of times a day. When we skied, I’d pop into the lodge to do the same.

Nonetheless, these vacations gave us lots of time to hang out together. We spent hours playing board games and sports. I’d tried to put as much fun and competition as possible into the games by egging all of them on. When we returned home, I always made up wooden plaques for the “Best Sport,” “Best Miniature Golfer,” or “Best Krypto Player” and handed them out to the kids. I guess I was trying to duplicate my mother’s gin rummy games. Some of my kids were like me—they didn’t take losing all that well.

Like most teenagers, they weren’t excited to pick up and leave. Things had been good for them there. They all did well in school, and they had plenty of friends.

But it wasn’t always easy for them. One morning, my son John was sitting on the school bus when it stopped to make its next pickup. A classmate climbed aboard and went straight at John, taking an unexpected swing at him. The fight broke up quickly, but poor John, then not much more than eight or nine years old, had no idea why it happened.

It wasn’t until he told the story at the dinner table that night that I explained that I had asked the boy’s dad to leave GE. We all felt awful for John—especially me, who still remembers that story as if it occurred yesterday.

Excited as I was about the new job, I was as sad as the kids about leaving Pittsfield. To keep a tie to the place, just before moving out, I bought five acres of inexpensive land on a mountaintop in nearby Lenox. In fact, the day we left town with our Buick station wagon packed to the gills, with our four kids in the back, we stopped off at the real estate agent’s office to complete the purchase. For some reason, it made me feel better.

My promotion to Fairfield brought me to a new organizational layer as a “sector executive.” There was a hierarchy at GE, like any other large company, and I had been lucky to climb through it. Sometimes it felt like the civil service, with all its 29 levels and dozens of titles and promotions, from a lab to a unit to a subsection to a section to a department, then a division and a group. The sector jobs were rated level 27, just two small steps from the 29th level attached to Reg’s own job.

This was a big move. It put me in the race for Reg’s job. I was excited by the possibilities, but apprehensive about whether the Pittsfield act would play in the Fairfield bureaucracy.
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Swimming in a Bigger Pond

Early one December morning in 1977, I drove past the security guard at the front gate of GE’s headquarters in Fairfield and up the winding driveway. All the trees were bare and the grounds were covered with snow that day. I turned into the concrete underground garage, parked my car in an empty slot, got in the elevator, and went to the third floor of the west building. I walked down the wide hallway to a corner office with a glass door, the farthest office away from Chairman Reg Jones.

The place was very quiet and formal—cold and unwelcoming. I had no secretary and no staff, other than three managers who had worked for one of my chief rivals for Reg’s job. I didn’t know many of the hundreds of people who worked in Fairfield headquarters. Reuben Gutoff, the man who had once convinced me to stay at GE, had himself left the company two years earlier in late 1975.

There were only a couple of friendly and familiar faces. Charlie Reed, the executive who had been so supportive when I blew up the Pittsfield plant, was now in Fairfield as the company’s chief technologist. Mike Allen, a former McKinsey & Co. consultant whom I had first met in my plastics days, had moved to headquarters to work in strategic planning. Both men were far away from my office and busy with other things.

What really made me feel alone was the loss of my good friend and supporter in Fairfield. Herm Weiss, one of GE’s vice chairmen, had died a year earlier from lung cancer. He had been my only real link to the top brass of the corporation. In a final show of support, Herm walked three holes with me during the board of directors’ July golf outing. Six weeks later, in September 1976, he died at New York Hospital. I subsequently discovered that in his final days he had told Reg to keep his eye on me because I was “the person who was going places.”

Talk about lonely. Forget about all that “small fish in big pond” stuff. I felt like a minnow in an ocean. Of course, I had been here many times doing various dog-and-pony routines. Even then, by the end of the day, after presenting a business plan or asking for the cash to build a new plant, I was always happy to return to Pittsfield.

This time, of course, it would be different. This was permanent.

What a difference from going to the office every day in a sweater and blue jeans, working with five of my close friends. By hiring people who became my friends and actively socializing with them and their families, I had probably broken the rules of corporate behavior.

But we got the job done, and we enjoyed doing it. We felt like a “family” instead of a business. Now all that was gone. To add to my “out there” feeling, for the next four months, I lived out of a suitcase at the Stamford Marriott, until Carolyn and our four kids could move to our new home in Connecticut. There was one positive side effect. It allowed me to bury myself in my new job.

The move to Fairfield came with a big promotion to a newly created layer of management. I was now one of five sector executives, who had all been publicly identified as candidates in a horse race for Reg’s job, along with two corporate staffers, Al Way, GE’s chief financial officer, and Bob Frederick, the senior vice president for corporate planning.


The four other sector heads were John Burlingame, a physicist who ran GE’s international businesses; Ed Hood, a nuclear engineer who ran the technical products and services sector; Stan Gault, a longtime veteran of the appliance business who had the industrial sector; and finally, Tom Vanderslice, a former Fulbright scholar who ran power systems.
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Reg put in this new layer as part of his succession process to test our skills and abilities in running multibillion-dollar portfolios that we weren’t familiar with. I drew consumer products and services, the only existing sector that had been created a year earlier by Reg to try out the idea. The job put me in charge of a group of businesses with $4.2 billion in revenues, about 20 percent of the company’s total sales. The businesses included major appliances, air conditioners, lighting products, housewares and audio products, television receivers, radio and TV stations, and GE Credit Corp.

The structure was a great idea to help Reg choose his successor, but there was one problem for me. My new direct boss, Vice Chairman Walter “Dave” Dance, favored another candidate in the race—his longtime protégé, Stan Gault, who, like Dance, had invested virtually his entire career in our appliance businesses.

Dance’s support for Gault was obvious and visible. He was certainly entitled to his opinion, but it made my life difficult. It was the first time in my 17 years at GE that I had a boss who was not rooting for me. Nor did it help that Gault had run my sector the previous year. So I was in a position where every move I made could appear to second-guess him or Dance.

The other vice chairman, Jack Parker, also had his favorites in the race. I was not one of them. Parker was one of the aircraft engine pioneers at GE who always supported that business and the people in it. He favored his two direct reports: Burlingame and Hood. This left Tom Vanderslice and me as the odd men out.

What gave me hope was that the two vice chairmen, Dance and Parker, didn’t have much of a relationship with each other or with Reg, who hadn’t chosen them in the first place. Reg had inherited both vice chairmen from his predecessor. Both had been rivals for the job. They weren’t bad guys—but they were disappointed that they didn’t get Reg’s job.

There is probably nothing worse in business than to work for a boss who doesn’t want you to win. This can happen anywhere, at any level—and probably occurs more often than we think. Until I came to work for Dance, I had never had it happen to me. I survived the experience only by doing what I thought was right. I trusted Reg and the system to be fair.

Had it been a “forever” assignment, I would have dumped it. I wouldn’t have ruined my career or my sanity by sticking around. In my case, it was easier than it might be for others. I knew what I wanted, and it wasn’t going to take long to find out if I was going to get it.

From day one, the succession process was thick with politics. You could feel the tension in the building every day. The five sector heads were all located in what was known as the west building of the two-building Fairfield complex. Each of us had a corner office, a conference room, and space for several support staff. Whenever we were in town, we’d usually end up in an uncomfortable situation in the corporate dining room for lunch. We’d munch on sandwiches, always being careful about what we said.

It was awful.

The field became my refuge from the politics. Fortunately, to do the job right, I needed to spend as little time in Fairfield as possible. The team behind me was talented—and mobile. David Orselet, my human resources executive, had a perfect nose for sniffing out talent and was someone everyone trusted—a priceless trait in an HR person.

I didn’t know it at the time, but Dave’s support of me in the final selection would be very important. Dick Schlegel, a warm man and very savvy finance guy, was also in place.

Dick helped me find two people who would play critical roles in my career: Dennis Dammerman from GE Credit, and Bob Nelson, a financial analyst who had spent years in appliances.

Dennis grew up on a farm in Grand Mound, Iowa. As a kid, he was lifted and dumped into burlap bags so he could tamp down the newly shorn wool from the family’s herd of sheep. As a teen, he began working for another electric company—as an electrician’s apprentice at his father’s company, Dammerman Electric: “Everything Electrical.”

After graduating from the University of Dubuque in 1967, Dennis found himself visiting friends in Bloomington, Illinois, where a GE factory made electrical parts. He approached the security guard at the plant’s gate and asked about a job. Luckily, he was referred to a manager inside who hired Dennis for GE’s financial management program. He was brilliant, tough, and as dependable a person as anyone could ever count on. Dennis had enormous capacity and loved to take on any difficult assignment.

Bob Nelson was the intellectual in the crowd. A graduate of Carleton College, he is a political science and history buff with a fabulous analytical mind. Bob seemed headed for a life as a college professor. He got a master’s degree in general studies and humanities at the University of Chicago and began work on a Ph.D. in American studies. He took a detour into business, joining GE’s financial management program in 1966.

Together, Dennis and Bob would become my financial tutors, and I would rely on their good judgments until the day I retired from GE. Dennis would become my chief financial officer, CEO of GE Capital Services, and a vice chairman of the company. Bob would become vice president for financial analysis.

I also brought in a friend from Pittsfield, Norm Blake, as my manager of business development. Norm was a bright, tenacious, and hyperactive entrepreneur who had held the same job with me in plastics. He would become an executive vice president at GE Capital and in 1984 left the company to become chairman of Heller International.

I went after this new job just as I always had in Pittsfield. Only now we’d fly out from Fairfield to get to know the new businesses and the people in them. We’d typically start a review at 7:30 A.M. and then spend hours peeling back the onion again. Rarely would we finish before 8 or 9 at night, when we’d go out to dinner together to review the day’s session and size up the talent in each business.

Because of the lack of support from my boss, I went at my job as if he weren’t there. The most difficult issues to deal with would be in the appliance business. Changes in direction could be perceived as shots at my predecessors Dance and Gault. They had run the appliance operations for more than a decade. For years, it had been a sweetheart business of GE. Dance and Gault had plans for massive expansion of our Appliance Park in Louisville, Kentucky. They had started by building an Appliance Park East in Columbia, Maryland, and there was talk of an Appliance Park West in Salt Lake City, Utah.

Their ambitious plans reflected the company’s conventional view of the business’s potential. It had been driven by the glow of the postwar era, when a rising middle class filled its new kitchens with new appliances. There was no question that the business would continue to grow. The real questions, however, were how fast that growth would be and how well positioned we were against our major U.S. and global competitors. My new associates Bob Nelson and Dennis Dammerman, who had both spent time in the appliance business, tore apart the numbers and the conventional assumptions.

Our look said that growth would slow. The big expansion plans needed to be reexamined. In fairness, I think Dance and Gault were coming to the same conclusion. Even more important than the expansion was our situation in Louisville. We had to improve it. While sales and profits were okay, productivity was steadily declining.

For years, headquarters had been hearing a fairly optimistic view of appliances. In Louisville, an army of economists, strategic planners, and finance people were believers in and advocates for the business. They didn’t want to admit that the days of postwar growth were rapidly changing. They weren’t alone. Their expansive view was shared by much of American industry.

In Louisville, the leadership team in appliances had moved out of our manufacturing and engineering center to an office suite on the top floor of a 15-story high rise five miles away. This was symbolic—they were sitting in an ivory tower while all the “doers” were back at Appliance Park making white appliance boxes.

Armed with my group’s analysis, I went to Dance to recommend a significant cutback in the business he had managed for so many years. I was prepared for Dance to fight, but he didn’t. Instead, I think he might have seen my recommendation as further proof of my impulsiveness. He approved my plan.

We moved quickly to make the business in Louisville more competitive by significantly downsizing what we had, scrapping plans for building additional Appliance Parks.

The layoffs were not popular in Louisville. I was fortunate to have an ally in Dick Donegan, a Dance and Gault appointee, who was running the appliance business. He bought into the new plans and had the courage to act on them—in spite of his prior relationships. Though the painful changes at Appliance Park still didn’t solve all the cost problems, they did make us more competitive, improved our profitability, and kept us going.

In appliances, similar actions have gone on for more than 20 years. A business that employed just over 47,000 people in 1977 today employs less than half that total, some 19,800 salaried and hourly workers. These downsizings are awful, as hardworking people get hammered by competitive change. In difficult businesses these changes never end. I can’t tell you how often I was asked in the early 1980s, “Is it over now?”

Unfortunately, it’s never over.

A lot of the products that fueled the postwar boom simply became commodities, products with wafer-thin margins in slow-growing markets. Those changes drove many competitors out of the appliance business, from Ford Motor’s Philco and GM’s Frigidaire to Westinghouse. GE chose to stay and fight in a very tough industry. In order to stay alive in the business, however, we had to manufacture more of these products outside the United States. The price of a refrigerator today is $700 to $800 down from an average of $1,000 to $1,200 in 1980.

The only good thing about this fiercely competitive industry is that Asian competitors up to now have made few inroads into the U.S. market. That appliance experience contrasts with the experience of the U.S. automotive industry, where steady price increases invited all kinds of foreign competition.

 

Of all the businesses I was given as a sector executive in 1977, none seemed more promising to me than GE Credit Corp. Like plastics, it was well out of the mainstream, and like plastics, I sensed it was filled with growth potential.


No one paid much attention to GE Credit. It was the orphan child in a manufacturing company. We entered the business in 1933 almost by default, helping our appliance dealers move their inventories of refrigerators and stoves in the midst of the Depression by providing consumers with credit. We also financed furniture sales because most of our dealers carried those lines as well. But that’s about all we did for the first 20 years, from the 1930s until the 1950s.

Then we branched out and financed Caterpillar construction equipment, what we called Yellow Iron. It wasn’t until the late 1960s that we started leasing other equipment. By the late 1970s, GE Credit had become diversified but was still small. By then, we were financing manufactured houses, second mortgages, commercial real estate, industrial loans and leases, and private-label credit cards.

In those early days, I didn’t understand the intricacies of finance. I had the staff prepare a book that translated all the jargon into layman’s terms. I called it “finance for little folks,” but it was just what I needed. I studied it like I was back in grad school, so I could be conversant with the people in the business.

My gut told me that compared to the industrial operations I did know, this business seemed an easy way to make money. You didn’t have to invest heavily in R&D, build factories, and bend metal day after day. You didn’t have to build scale to be competitive. The business was all about intellectual capital—finding smart and creative people and then using GE’s strong balance sheet. This thing looked like a “gold mine” to me.

Leveraging brainpower is easier than grinding out products. Nowhere was the finance/manufacturing comparison more obvious than in profits per employee. With fewer than 7,000 employees, GE Credit’s net income in 1977 was $67 million. In contrast, it took a payroll of more than 47,000 employees in appliances to make $100 million.

I’m sure this is obvious to almost everyone today—but to me it was a big insight in 1977. After all, I was a chemical engineer who had known only about “making things.”


GE Credit wasn’t doing badly in the late 1970s. Its profits and business grew every year. I just didn’t think it was growing fast enough given its vast opportunity. In my early meetings with the leaders of the business in the spring of 1978, I was underwhelmed by the people in the organization. I’d gather them together in a room—several layers’ worth of management—and grill them about the ins and outs of their business. “Let’s pretend we’re in high school,” I said. “Take me through the basics.”

During one of the more memorable instances, I recall asking a pretty simple question of one of our insurance leaders. During his presentation, he had been using a couple of terms that I was unfamiliar with. So I interrupted him to ask: “What’s the difference between ‘facultative’ and ‘treaty’ insurance?” After fumbling through a long answer for several minutes, an answer I wasn’t getting, he finally blurted out in exasperation, “How do you expect me to teach you in five minutes what it has taken me 25 years to learn!”

Needless to say, he didn’t last long.

The insurance anecdote wasn’t an isolated incident. It was par for the course. If GE Credit could make as much money as it did with the existing people, I wondered how much more potential the business would have if it were filled with nothing but A players.

We didn’t have enough stars to capitalize on what looked to me like easy pickings. John Stanger, who was then leading the business, was a shrewd deal maker. He was a product of the system and didn’t want to rock the boat. John had a tendency to take what he was given in people, and he hadn’t been exposed to the talent pool in many other parts of the company.

During the Session C human resources reviews in the spring of 1978, I challenged all of the GE Credit managers. We had a rough first day. After the review, we invited everyone to the nearby Landmark Club in Stamford to get a better feel for them in a social atmosphere. In general, most didn’t look any better after hours than they did during the day.


Stanger was plenty smart. All we had to do was get him exposed to better people. Once he got them, he flourished. Over the next couple of years, we changed more than half the leadership team in GE Credit. Many of the newcomers were recruited from other parts of GE. Many came from deep down in the organization. They made a big difference.

There was one executive in place at GE Credit who stood out like no other. He was a brusque, smart, funny, quick-talking guy who ran the commercial and industrial financing operation. His name was Larry Bossidy, and when I first met him, I thought, Where the hell did you come from?

I met him in early 1978 in Hawaii at a management meeting for GE Credit. Somehow we found ourselves playing a game of Ping-Pong at an outside table. We were playing as if our lives depended on it, diving into hedges and sweating bullets. It was intense, with each of us whacking the heck out of this little white ball. Carolyn was calling from the balcony of our hotel room to remind me we had to catch a plane. I didn’t want to leave. I was excited by this guy who was so full of life and so competitive.

After the game, I couldn’t let go of him. He impressed me with his quick wit and sharp observations that reinforced my instincts about the lackluster quality of middle management at GE Credit. After thinking I had found a star—Larry dropped a bomb. He confided that he was ready to leave the company for a job at Lone Star Cement. He was just as frustrated with the bureaucracy as I was years before.

I asked him to hang on.

“What the hell do you want to go to a cement company for?”

“This place is driving me nuts!” he replied.

“Give me a chance,” I said. “You’re just what we need. This is going to be a different place.”

Bossidy stayed. A year later, in 1979, with Reg’s support, I made him chief operating officer of GE Credit. He and Stanger set the stage for what would become our most important growth business. After I became chairman, Larry moved to Fairfield as a sector executive in 1981 and three years later became one of my vice chairmen. He would be a great partner for the next seven years before leaving to run his own show as CEO of AlliedSignal.

Larry’s early role at GE Capital was essential. From that small base in 1977, a business earning $67 million with fewer than 7,000 employees, GE Capital has grown explosively. In 2000, the business had $5.2 billion in earnings, with more than 89,000 employees—thanks to an incredible succession of leaders.

Not everything I touched turned out so well. In the middle of the succession race, I pursued a major acquisition to increase our exposure in the broadcast business. I negotiated, with my business development head Norm Blake, the purchase of the Cox Communications cable and broadcasting operations.

In the spring of 1978, I sold the board of directors on the deal, confident that the acquisition was a very good one for GE. We already owned a few TV stations, and GE was, in fact, one of the pioneers in cable. The company had decided to exit the cable business in the 1970s because it believed the industry was too regulated. Norm and I felt differently. We believed cable had a great future and was on the verge of breaking out. Reg agreed.

Over the next 14 months, as we worked to get all the necessary approvals at the Federal Communications Commission (FCC), cable TV began to explode. I wanted to get a head start on Cox, so I transferred Bob Wright from plastics down to Cox’s Atlanta headquarters to head up the cable interests in anticipation of our taking control of Cox Broadcasting. Having seen Bob’s leadership in plastics sales, I thought his outgoing personality and legal background would be perfect for the rapidly expanding cable industry. The Cox management loved Bob, but as time for FCC approval dragged on, the Cox family began to raise the price tag on the deal. It was becoming increasingly clear to me that they regretted signing the contract with us.


The Cox team had done some clever lawyering. Our agreement turned out to be less a contract to buy the business and more an option for Cox to sell at their discretion. The contract allowed Cox an out. Perhaps I should have caught this, but I didn’t.

I had gone out on a limb to convince Reg and the board that this deal, at several hundred million dollars, was a good one. Now, with the price escalating every time Norm and I met with the Cox people, I was coming to the conclusion the deal couldn’t get done at any price. The Cox family had changed their mind about selling and was using the price as a way to end it. Losing this big deal in the politically charged atmosphere of a succession race was a potential disaster.

With all that was riding on it—the acquisition and my own future at GE—we wanted the deal badly. Norm and I spent hours agonizing over whether they would ever close. We didn’t want to give up. Norm had been with me in the plastics business, and our families were close. For about ten days, we never stopped debating it, in the office or at each other’s homes. After all that soul-searching, I finally decided we had to walk.

I informed Reg about my decision during the summer of 1979. He agreed but asked me to explain the rationale to the full board at its next meeting, which was in St. Louis. Now I not only had to bare my soul to Reg, I also had to face all of the company’s directors. The upcoming board meeting was the time of an annual golf outing of senior executives and board members. This only added to the drama of having to go in and eat crow on a deal I had been touting so hard for over a year. I didn’t know what to expect. But I put my best face on what was a difficult situation.

In an early morning board session, I made the case for not chasing the deal. The directors asked lots of questions, including “Why not keep raising the price?” Having dealt with the Cox negotiators for the last six weeks, I felt down to my toes that the Cox family wasn’t going to sell to us, no matter what, but I couldn’t prove it. Continuing to chase it wasn’t right for GE.


I thought the meeting went well. I was hoping the directors would overlook my inability to close the deal and appreciate that I faced a tough call. I had little idea what they really thought. I got a somewhat positive reaction that afternoon when I was playing golf with three of them. As I was teeing up my ball on a short par three, one of the board members, Dick Baker, former head of Ernst & Whinney and a man with a great sense of humor, quipped, “I hope the fact that you screwed up today won’t bother you on this shot!”

My seven iron fell out of my hands, and I yelled, “Foul!” The other two directors in the foursome broke out in laughter. I took it as a positive sign, because it was the first time I had seen this crowd of generally serious people joking around. I didn’t think they’d be doing it at my expense if I weren’t in good shape. Later I found out that some directors, concerned about my competitiveness, liked the fact that I could walk away from a deal.
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