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Praise for HOT SEAT


“Jeff has delivered the most insightful perspective on GE over a remarkable period of change and growth with the same intellectual energy, self-reflection, and bold leadership that he used in running the company for more than sixteen years. This book is the definitive account of how it all unfolded.”

—Geoff Beattie, chairman and CEO, Generation Capital

“Hot Seat is bravely honest in a way few CEO books have ever been. Jeff shows deep humility, taking you inside the boardroom during an extraordinary time in GE, and American, history. It is fascinating insight from a career filled with incredible highs and lows, and Jeff does not shy away from any of it. This is a must-read book for every CEO, aspiring business leader, or anyone who has to manage teams, big and small.”

—Jeff Zucker, president, CNN

“Hot Seat provides a detailed inside view of the intense challenges in leading the most successful diversified industrial company of the twentieth century into a turbulent twenty-first century. The book reveals the enormous energy, passion, and commitment needed to navigate a highly complex and global business. Jeff’s energetic and charismatic leadership style, based on his unwavering commitment to innovation, customers, and employees, is seen through incredible events and business portfolio challenges. Hot Seat also provides many insightful business and leadership lessons.”

—Joseph M. Hogan, president and CEO, Align Technology

“Hot Seat is an interesting and captivating read. It chronicles Jeff Immelt’s career at GE, how he spent his time, especially as CEO, how he himself grew over time and helped develop others. The book provides useful background and perspective on the many critical decisions he made—selecting leaders, buying and selling businesses, where to invest and where not to. Like any big company, people may or may not agree with his decisions, but Jeff’s rationale is explained clearly. The lessons learned about business leadership are extremely valuable and thought-provoking. We can all learn something from Hot Seat. I recommend it highly.”

—Omar Ishrak, executive chairman, former CEO, Medtronic

“The metric that matters in a business leadership book is how many pages you underline things on because you know you want to remember and refer back to them. Hot Seat scored one hundred and ninety-two for me. If you’re looking for a ‘How great was I?’ memoir, move to the next book. If you want the real lessons of leading one of the world’s most complex companies through sixteen of the world’s most challenging and least predictable years, take a seat and turn to page one.”

—Andrew Robertson, president and CEO, BBDO Worldwide

“Read this book. You’ll be a better leader for it.”

—David Rogier, founder and CEO, MasterClass

“In this artfully told biography, Jeff Immelt offers a master class to today’s CEOs who are building global businesses as they encounter unprecedented pace of change and tail risks. The reader is afforded a rare window to see how lonely leadership can be at critical times and teaches key leadership lessons that are both timely and timeless. We learn so much on how to run our businesses more effectively and be better human beings, making this not only a must-read book but a go-to reference.”

—K. R. Sridhar, founder and CEO, Bloom Energy
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Dedicated to my family






PROLOGUE

In October 2017, as I stepped down after thirty-five years at General Electric, I wasn’t sure I could write this book. My sixteen years as CEO had given me a front-row seat to history, and I’d learned some tough lessons I believed others could benefit from. But my tenure had ended badly. Many business books begin with a tacit promise: “Let me tell you how to be like me: an unmitigated success!” Clearly, I couldn’t say that.

My legacy was, at best, controversial. GE won in the marketplace but not in the stock market. I made thousands of decisions impacting millions of people, often in the midst of blinding uncertainty and second-guessed by countless critics. I was proud of my team and what we’d accomplished, but as CEO, I’d been about as brilliant as I was lucky, by which I mean: too often I was neither. Maybe it would be better not to write a book at all.

Then, in June 2018, something happened that changed my mind.

I’d agreed to teach a class at the Stanford Graduate School of Business. Its title was a mouthful—Systems Leadership for the Digital Industrial Transformation—but at the class’s core, it was about perseverance through change. I’d never been a professor before, but my co-instructor, a venture capitalist and longtime Stanford lecturer named Rob Siegel, was there to help me. Together we recruited leaders from the world’s biggest companies to give our sixty-seven students firsthand accounts of the challenges they faced, and so far, the guests had all been terrific. The CEO of Align Technology had told our students about using 3D printers to create custom-made trays to straighten customers’ teeth; the CEO of John Deere had explained why trust is key to selling tractors; and the former CEO of Legendary Entertainment (the maker of films like Jurassic World) had explained his plan to use artificial intelligence to “wake up” sleepy businesses not known for innovation.

Then, mid-semester, Fortune magazine published a lengthy article under the headline “What the Hell Happened at GE?” The story, by Geoff Colvin, had what I perceived to be many errors of both fact and implication. The story suggested that there had been no succession planning to find my replacement (there had), and it laid the problems caused by GE’s financial arm, GE Capital, solely at my feet (many were inherited). But most striking was its histrionic tone. GE, it said, was an “unholy mess,” while I was “inept.” I suspected more than one of Colvin’s sources were people I’d fired—not exactly impartial. But readers had no way of knowing that.

No one is immune to criticism; certainly not me. There’d been a lot of negative media coverage since I’d left GE, and I’d often winced while reading it. But this time I saw an opportunity. I’d been struck by how little patience our students seemed to have for rehearsed speeches or simplistic lists of how-tos. Their favorite question seemed to be “How did you figure it out?” They were hungry to learn how to survive in an uncertain world, and now I realized I was preeminently qualified to weigh in.

So I asked my co-instructor to send out an email inviting all the business school’s students to a previously unscheduled forum. The title: “Jeff Immelt—Unplugged.” The assignment: ask me anything.

At 5 p.m. the following Friday, the school’s biggest classroom was packed. One of our students had volunteered to bring wine and cupcakes, so the mood was oddly festive. “A lot has been written about me lately, and about GE,” I said, kicking things off. “I thought you might have questions.”

For the next hour or so, they asked, and I answered. The queries started off polite, like, “What’s the hardest thing you dealt with as a leader?” I talked about some of GE’s struggles—after 9/11, through the financial crisis of 2008 and 2009, and the meltdown of Fukushima’s nuclear reactors (which had been designed by GE). Another student asked about one of my favorite topics, globalization. I described how my team had made GE more nimble by building capable teams on the ground throughout the world and moving decision-making power to them in their markets.

But other students were more pointed. “What went wrong in GE Power?” asked one. Another bore down on the Wall Street Journal’s assertion that I’d created a culture of “success theater” within GE, encouraging people to paint a positive picture, no matter what.

I remember the sun was starting to set on the trees outside the classroom windows when a student raised his hand. I could see a printout of the Fortune story on his desk. “How could you let this happen?” he asked. All I could tell him was the truth: I’d worked hard not to let it. “I feel terrible about the company’s troubles,” I said. “I know some feel that I have let them down, and that will weigh on me for the rest of my life. But merely blaming the past isn’t helping GE win, nor is letting lies go unchallenged and be treated as truth. GE is losing customers and talent. They aren’t fixing the right problem.”

I wanted the students that day to see that I could own not being perfect, and I could also defend myself when merited, without sounding thin-skinned. That is what leaders do.

Only later did I realize that the forum had had an unintended consequence. It had made me see, for the first time, not only that I could write this book but that I should.

I approached the project as an interrogation—of myself and of my tenure. Everybody, including me, remembers a “truth” that includes their best self. It’s a human defense mechanism. The reason to do a book like this, I felt, was to go deeper and not rely merely on my own recollection of events. With the help of my cowriter, I sought out and interviewed more than seventy people, inside and outside GE, who had insights and memories that made this book better. Some of them told stories I hadn’t remembered until I heard them again. Others corrected errors. Most vital, many of these people pushed me to confront some of the questions my critics have asked. Questions such as: Why, when GE got out of the insurance business, did we not sell our long-term-care assets? Why did I so strongly support GE’s acquisition of the French power company Alstom when the world seemed to be moving toward cleaner energy? Why did my immediate successor have such a short tenure (and what did that say about my succession process)? And yes, with a nod to my Stanford students, what the hell happened at GE Power?

In 2001, I’d become CEO of a company where perception didn’t equal reality. The company I had inherited from Jack Welch had a strong culture and great people. But we had run out of ideas. A year before, while I was running GE Healthcare, I had tried to buy an ultrasound company called Acuson, but Jack said no because it was located in Mountain View, California, and “people are crazy out there.” I disagreed; its location would have given us a foothold (as it did for our rival Siemens, which later bought it) in Silicon Valley, a place famous for innovation. While some within GE believed that the company would always be guaranteed great results, I worried that we’d become too entrenched and not curious enough.

For at least a decade, we’d used our financial-services colossus, GE Capital, to fuel our growth and support our industrial businesses. But when I took over, few observers grasped how little we’d been investing in those industrial businesses. We were a sprawling conglomerate that encompassed everything from jet engines to TV networks to insurance policies for cats and dogs. Yet we were valued like a tech company, trading substantially above the value of the businesses we had.

So as CEO, I threw myself into improving the company, reinvesting in the industrial portfolio, improving our technology, and expanding our global footprint. And I did it without speaking a single negative word about Jack Welch.

This was a risky choice. It’s difficult to drive change while your team feels everything is already perfect. But at the time, that approach felt right. My predecessor was viewed as the best CEO in history. My hope was to preserve his legacy by fixing what I saw to be broken before it caught up with us. But too often during my tenure, our desire to protect GE by growing it would take a back seat when crises threatened the company’s success—and sometimes even its survival.

The GE story could not be more personal for me. I’m the son of a man who worked as a GE purchasing agent for thirty-eight years. Before becoming CEO, I’d worked my way up within the company, learning inside three GE divisions. I was the ultimate grinder—a true believer, with a tattoo of the GE “meatball,” as insiders call the company logo, on my left hip to prove it. (More on that later.) I was the guy who worked every weekend, who never spent a penny to decorate his office, who brought his own stamps to work to stick on personal mail. If I’d had a mantra, it would have been: it isn’t about me, it’s about GE.

During the five decades I’d experienced GE up close, first through the lens of my father’s experience and then through my own, its culture had always been about teamwork and confronting problems, not about pointing fingers. I had the privilege of leading this iconic American company during a pivotal time. I knew world leaders—Obama, Putin, Merkel, Xi, and yes, Trump—because GE’s preeminence in so many industries made it worth their while to know me. I can’t tell you how many times as CEO that I wanted to say, “Okay, what the heck are we going to do now?” But just like in that classroom at Stanford, I always showed up. I never once went to work with a frown on my face or blamed others for a problem that I could help fix.

Leadership is an intense journey into yourself. If you can go to bed feeling beaten up and rise the next morning ready to keep listening and learning, then I believe you can lead. I like to quote Mike Tyson: “Everybody has a plan until they get punched in the mouth.” The trick is to stay open to new ideas, even when your ears are ringing. You’re not going to get everything right. I sure didn’t. If all you want to do is cover your ass, you shouldn’t sign up to be CEO.

When trouble erupts on a global scale and disruption is constant, leaders often lack control. In situations like this, all you have is your willingness to make decisions and to persevere. The goal is survival, by which I mean progress, not perfection. Here’s the bottom line: leaders’ biggest decisions are always scrutinized, and mine were no exception. I only wish you could stand in my shoes and see what I saw in the crucial moments—there were probably ten thousand of them—when my team had to act. I’d be curious to see what you’d do.

When I give speeches these days, I ask my audiences two questions. “How many of you are geniuses?” I say, and no one moves. “How many of you think you’re lucky?” I continue, and a few people raise their hands. “Okay,” I say, “if you’re not a genius and you’re not lucky, my story is for you.”

I know that some will read this book with an eye toward how I treat Jack Welch. I’ll confess that following him had its challenges. But my decisions were my own. The times in which we led were so different that comparing them was never a priority to me. I leave that to others. But readers will see how much I learned from Jack, and how much I admired him, even though I knew he had flaws.

This book is my account of what I learned in my time atop one of America’s biggest and most-heralded corporations—of what it meant to be in the hot seat, having full responsibility for one of the most rewarding, most challenging, most scrutinized jobs in the world. I’ve tried to capture how I think the business world has changed over the past two decades. I’ve called out some ideas we championed that succeeded at GE, and some that didn’t. I’ve explained how we survived both. No one hands a CEO a manual on his or her first day that spells out how to make difficult decisions. My hope is that by talking about the lonely job of leadership, I can encourage readers to keep pushing forward. I’ve been frank about the obstacles I faced as I sought the path forward, even when I was in my own way. My story is raw but always honest. And it begins on my first Monday as CEO: September 10, 2001.






CHAPTER 1 Leaders Show Up


In the summer of 2001, just weeks before I stepped into the CEO’s job at GE, I went on a golf trip with some of my college buddies. I’m not a great golfer, but my friends had invited me to the Skokie Country Club outside of Chicago, and I was looking forward to a little R & R. Ducking into the locker room to change my shoes, I encountered a club member who introduced himself and asked what I did. “I work for GE,” I said, omitting my new job title on purpose.

The man didn’t skip a beat. “Ah, GE! Jack Welch!” he replied. “I feel sorry for the poor son of a bitch who’s taking his place.” I don’t remember how I played that day, but I do recall that my friends and I laughed for four hours about that guy. Everybody seemed to know I was taking over for the most famous CEO in history.

Every CEO’s relationship with his or her predecessor is complicated. It’s a little like my relationship with my late mother-in-law: we both loved my wife, but in different ways. Jack and I both loved GE, but not in the same way. We were of different generations; when I’d first come to GE and for years after, he was my hero. I loved having him as my boss. I paid attention to how easily he could talk to anyone—foremen on the factory floor, customers, other CEOs. He was accessible and informal, and that was seductive. Everyone at GE felt they worked for Jack, and they knew what to expect from him. I marveled at his ability to connect.

Jack could be bombastic—he upped the theater quotient in many meetings—but people enjoyed his directness. Meanwhile, metrics mattered. Yes, we sometimes got buried in them. But mostly they kept us accountable. Jack knew how to set priorities and stick to them. That, I wanted to emulate.

But there were other Welchisms I didn’t plan to copy. Over the years Jack had collected a group of idol worshippers and sycophants around and outside the company who fostered an unrealistic view of GE and of Jack himself. They loved to tell Jack Welch stories, reliving the past over and over. Jack’s 1980s mantra “Only be in businesses in which you rank number one or number two” was fine in principle, but it had become outdated. GE needed to grow, and to do that, we had to enter businesses in which we were behind. I tried to be respectful of what had come before but not kneel to it. And I had little tolerance for those who objected to change by saying, “But this isn’t the way we used to do it.”

Jack had announced I would be his successor just after Thanksgiving 2000. Over the next ten months, as CEO-in-waiting, I spent a lot of time with him. He and I attended a business dinner in London, for instance, just a few months before he stepped down. At one point during the meal, Sir George Simpson, a legendary British executive known for turning around struggling companies, leaned across the table and teased, “Jack, how do you do it? How do you get a 50 PE with that bag of shit you’ve got?”

I laughed, but I was shocked to hear Simpson joke about something that no one within GE would have ever dared say. A company’s PE, or price-to-earnings ratio, reflects how much confidence the market has in the company’s future growth. The more investors are willing to pay per share relative to the company’s current earnings, the higher that company’s perceived potential. In 2001, if you’d divided the price of GE stock by its earnings per share (EPS), you would, indeed, have gotten a ratio of fifty. But that obscured the fact that several of GE’s businesses were pretty average; the luster of GE inflated their value. In Jack’s twenty years at GE’s helm, the company’s value had risen a staggering 4,000 percent. But Jack led GE during a time of consistent economic expansion, and that streak was about to end.

GE was founded by one of the greatest inventors the world has ever seen, Thomas Edison, and for most of the twentieth century, even until 1986, GE had more patents than any other corporation. But the company had deemphasized technology, and GE was not even in the top-twenty ranking of companies holding patents. Instead of innovation, Jack had been focused more on management techniques such as Six Sigma that were used to eliminate mistakes.

Six Sigma is a data-driven methodology invented by a Motorola engineer named Bill Smith in 1980. It trains managers to be experts (called Black Belts) in improving business processes to reduce product defects. Given that GE made machines that could not fail (aircraft engines and MRI scanners, for instance), it’s easy to understand why in 1995, Jack made Six Sigma’s five systems (Define, Measure, Analyze, Improve, and Control) central to his business strategy. Six Sigma helped to reinforce a culture of efficiency, but it wouldn’t help us grow.

Other than Six Sigma, Jack’s primary focus was financial services, which gave GE most of its profit growth. By the time he stepped down, among GE top officers there were five times more finance leaders than engineers. I feared that during times of slowing growth, relying on money lending over innovation would be a recipe for failure.

THREADING THE NEEDLE

My first Monday as CEO was September 10, 2001, and that meant introducing myself, via simulcast, to GE’s three hundred thousand employees. I’d spent months getting ready for this moment, weighing how much to say and how to say it. When you replace somebody famous, especially somebody you respect and admire, you have to thread a very particular kind of needle. My plan was to express optimism and pride in our company, while also signaling coming change.

I knew that GE’s people wanted to follow their leader. If a new leader was merely critical and denounced his or her predecessor’s legacy, a couple of things would happen. First, a culture of blame would infect people at all levels of the company. Second, accountability would evaporate. Those associated with the predecessor’s “mistakes” would come to work feeling unmotivated. GE’s people wanted to be led forward with confidence, not to look backward in shame.

I was proud of GE’s preeminence in aircraft engines, gas turbines, railroad locomotives, and medical imaging equipment. Nonetheless, as I walked onstage at the John F. Welch Leadership Development Center (a place GE people call Crotonville), I was worried about what I saw as looming headwinds.

I knew that our biggest industrial business—GE Power—was in the midst of a bubble. In a normal year, we shipped twenty to thirty gas turbines in the United States. But this was the era of deregulation and blackouts in California. From 1999 to 2002, we would ship a thousand heavy-duty turbines domestically, pulling forward a huge amount of demand. There was about to be a major lull in that market that would last an entire generation.

I also had concerns about how we ran our insurance business and about our pension earnings. Because the stock market had been so strong in the late 1990s, the investment returns from our pension plan far exceeded the amount we needed to fund it. That excess accounted for 10 percent of our earnings per share, but I worried that wasn’t going to last.

Crotonville is GE’s corporate university—some within the company simply call it GE’s soul. The campus is located on a tree-filled fifty-nine acres up the Hudson River, an hour north of New York City, in Ossining, NY. It is a place I visited many times over my nineteen years as a manager in GE’s Plastics, Appliances, and Healthcare businesses. Now, as I entered the sunken auditorium, a place known as “the Pit,” I settled into a director’s chair next to the event’s moderator, CNBC anchor Sue Herera, who introduced me as GE’s new CEO.

It was humbling to look out into the faces of the hundreds of GE employees who filled the room and to know that hundreds of thousands more around the world were watching. I could see some of them, too, displayed on huge TV monitors. The folks from Power Systems, based in Atlanta, Georgia, waved hello, as did members of the Plastics team in Bergen op Zoom, the Netherlands. The GE Capital group piped in from Stamford, Connecticut; the Aircraft Engines team from Cincinnati, Ohio; and the Medical Systems people from outside of Milwaukee, Wisconsin. Associates in Scotland and Wales, as well as other teams around the United States, were also watching.

I started my remarks with some personal history. My older brother and I were raised in Cincinnati by my father, Joe, and my mother, Donna, a third-grade teacher. Both my parents grew up during the Depression, and I never forgot how lucky my father felt to have a job as a middle manager at GE’s Aircraft Engines division. For many of those years, he went to work in GE Aviation Building 800, a World War II–era structure that was built underground to protect it from enemy artillery. (He might as well have been a coal miner, he often joked, for all the sunshine he saw.) Every day, he took his lunch—two boiled eggs—and ate it in the break room.

I remembered many Saturdays sitting next to him on the front seat of the family Buick, which he would park just outside the gates of our municipal airfield, Lunken Airport. Built in 1930, the airport is a beaut, with an art deco terminal. The Beatles landed there during their first US tour in 1964. But for my dad and me, Lunken was all about aircraft. Peering together through the chain-link fence, we’d watch planes land as he narrated the action: “That’s a 707—the same plane the president of the United States has,” he’d say. Or: “That’s a 727. It’s got three engines, but they aren’t ours—they’re Pratt & Whitney.” (Pratt & Whitney was GE Aviation’s big rival in those days.) I also remembered that whenever my dad had a great boss, he was motivated, and when he had a lousy boss, he was neither challenged nor happy. The worst kind of boss, he always used to say, was one who criticized all day long but never offered solutions.

I wanted to be a great boss. So I told my colleagues that I believed the CEO should be the most competitive person at the company—to establish, from the top, the will to win. As I’d risen at GE, I’d often wondered why it had become a company that didn’t respect engineers. We had adapted a “fast-follower” strategy—we left innovation to other companies, and then we hurried to catch up—so we had let our research center erode. We had refused to do any tech acquisitions for fear that they would dilute our quarterly earnings, lowering the stock price. Now I told GE’s people that I wanted technology to be our core competitive advantage. I wanted GE, once again, to be a place where innovation could thrive.

After my remarks, I fielded questions from employees around the world for about half an hour. Then I jumped in the car and headed to GE’s then headquarters in Fairfield, Connecticut. Stepping into what had been Jack’s third-floor office there, I experienced a sort of déjà vu. I’d been in the windowed room so many times over the years to meet with Jack. Now the massive oak desk was mine to scribble on and the sweeping views were mine to survey. The place was beautiful, but I didn’t plan to spend much time there. I did my best work out of the office.

STOKING GE’S GROWTH ENGINE

For the remainder of that first Monday as CEO, the phone wouldn’t stop ringing. One key call was from Denis Nayden, the head of GE Capital. Nayden was intense. He’d spent his whole career at GE, starting in air-rail financing after graduating from the University of Connecticut. At GE Capital, Nayden had come up under CEO Gary Wendt and developed a reputation as Wendt’s pit bull, before succeeding him in 1998. “Gary’s more strategic,” Nayden explained to one interviewer. “I’m good at execution.” Now Nayden had something he wanted to execute on: he told me he’d reached a final agreement with Xerox to buy its credit company.

GE had created GE Capital to provide in-house financing for some of GE’s most expensive products, such as railroad locomotives and airplane engines. But in the years before I took over, GE Capital had grown into a humongous enterprise that provided credit services to every industry imaginable, from automotive to consumer electronics, flooring, healthcare, home furnishings, insurance, jewelry, landscaping and irrigation, mobile homes, outdoor power equipment, pool and spa, power sports, recreational vehicles, sewing, sporting goods, travel, vacuum, and water treatment. If you had a credit card from Walmart or the Home Depot or Lowe’s or even Harrods, it was really from GE Capital. We made car loans in Europe and invested in commercial real estate in Florida. We were the world’s biggest lessor, with hundreds of thousands of cars, trucks, railcars, airplanes, and satellites.

In 1980 GE Capital accounted for 20 percent of GE’s earnings; twenty years later, it contributed more than twice that. And for many years, it had a strong business model. We had low financing costs, supported by GE’s industrial cash. We were a very good, hands-on commercial lender, feeding off the weaknesses of banks. We’d help niche businesses with operations, floor plans—anything to give them an edge. For ten years running, GE Capital’s earnings grew about 20 percent a year. Best of all: because our financial arm was linked to our industrial businesses, its earnings were accorded the premium multiple of an industrial company, not the typical discount of a finance business. Had GE Capital been a stand-alone bank, its PE would have been 12 to 15. Under the umbrella of Big GE, which borrowed money inexpensively, GE Capital’s earnings were accorded a 30 or 40 PE. That translated into about $250 billion more value for our investors.

When I took over, however, GE Capital was seen as something of a mystery by analysts, by investors, and even by executives within the company. Jack Welch himself had long used a phrase that prescribed how we should assess GE Capital: “The Blob Theory.” That meant: don’t look at the elements that make up the Blob, just look at the results. It may sound crazy now, but that was how people in and outside the company valued GE Capital.

Even good ideas can be taken to bad extremes. Our investments in insurance, particularly, were indicators of how far we’d gotten off track. In the late nineties, GE Capital had loaded up on primary-care insurance, reinsurance (property and casualty) assets, and long-term care insurance. Insurance had become our largest business within GE Capital. It seemed to me that we had overpaid for acquisitions, leveraged them too aggressively, and sold investments to make our quarterly earnings. And due to the long-tail nature of the assets, a complete exit would be impossible.

And yet… especially after you added in real estate loans and credit card debt, business was booming at GE Capital, which generated nearly 50 percent of GE’s earnings in 2001. Nayden’s phone call about Xerox at the end of my first Monday as CEO only confirmed that he wanted to drive that number higher.

I left the office and boarded a GE jet bound for Seattle, where I was due to speak at an aeronautical conference the next day. Upon arrival, I checked into a hotel and fell into bed exhausted but pleased that Day One had gone well. I was asleep before midnight.

WAKING TO A NIGHTMARE

Tuesday morning, September 11, I awakened just after 5 a.m. so I could hit the gym before paying a visit to one of GE’s best customers, Boeing. When I turned on the TV above my stair-climber machine, however, every channel was broadcasting images of a fire burning on the 110-story north tower of the World Trade Center. The first reports I heard speculated that a small private aircraft had mistakenly veered off course. But as I kept stepping—right, left, right, left—a second plane hit the south tower, and this one was anything but small. Thanks in part to my dad’s tutelage at Lunken Airport, I knew how to recognize a Boeing 767. Something was horribly wrong.

I left the gym and hurried to my room. I knew my wife, Andy, and my fourteen-year-old daughter, Sarah, were in New Canaan, Connecticut, where we’d just moved from Milwaukee. Assured my family was safe, I flipped on the TV and made my first call, to GE’s chief financial officer, Keith Sherin. He was watching the news, too, and at first we didn’t say much as the unfathomable images sunk in. Would anyone above the damaged floors escape, Sherin and I wondered, and if so, how? Meanwhile, both of us knew that GE held all the reinsurance on 7 World Trade Center, a forty-one-story building right next to the twin towers. We had insured the insurance company that held that policy.

At 6:59 a.m. Seattle time, the south tower collapsed. I couldn’t believe what I was seeing. Twenty-nine minutes later, the north tower fell, and 7 World Trade Center would soon crumble as well, leveled by the incredible force with which the twin towers had crashed down. Soot and an eerie white ash engulfed all of Lower Manhattan.

I called Andy Lack, the number-two executive at NBC, which GE owned. Because his boss, Bob Wright, was traveling, I designated Lack to be our point person in New York City. He was getting feedback from the news division that the two planes that had hit the twin towers, along with another that struck the Pentagon and a fourth that had crashed in a field in Pennsylvania, were coordinated hijackings—acts of terrorism. This was gut-wrenching for the nation. It also had immediate implications for GE’s Aviation division. For the first time ever, a plane had been used as a weapon, and we owned twelve hundred of them. The jet engine business was core to GE’s future.

As our newscasters began to report estimates of the number of lives lost, I tracked down Wright, the CEO of NBC, in Los Angeles. Together we decided that the network would broadcast ad-free until further notice. It could cost millions of dollars, but it was an easy call. Nearly three thousand people were dead, more than six thousand were injured, and our country was on the brink of war. It just didn’t feel right to have advertisements punctuating what at this point was near-constant coverage of the attacks.

We’d soon learn that GE was connected to nearly every part of the tragedy. Planes powered by GE engines had just destroyed real estate that was insured by GE-held policies. The TV network I was watching—NBC—was owned by GE. Two GE employees—an NBC technician who worked at the top of one of the twin towers and a woman from our Aviation division who was on one of the downed flights—had lost their lives.

The towers fell on a Tuesday. On Wednesday, Andy Lack and I got the idea that GE should donate $10 million to the families of the firefighters and other first responders. I had Mayor Rudy Giuliani’s cell phone number, so I dialed. I thought I’d get his assistant, but Giuliani answered on the second ring. I told him our idea and that we wanted to do it quietly. Giuliani wasn’t having it. “Bullshit, Jeff!” he said. “I’m going to use your donation to shame other companies into giving!” In an hour or two, he had created a fund and announced our gift. He would use GE’s seed money to raise hundreds of millions of dollars.

While that felt good, it didn’t erase the terror I was feeling. By the end of my first week as CEO, GE’s shares had dropped 20 percent, decreasing the company’s market capitalization by $80 billion.

Sometime during this period I called up G. G. Michelson, the pioneering R. H. Macy executive who was then on GE’s board of directors, for a reality check. Michelson was a rock. She’d broken through many a glass ceiling, attending Columbia Law School when few women did, negotiating with Teamsters and other union leaders on behalf of the Macy’s department store chain, often serving as the only woman on the corporate boards that clamored for her time. She’d had a rough upbringing—she spent some time in orphanages while her mother, who would die when she was eleven, battled tuberculosis. I sensed that, as somebody who’d weathered the worst storms, she’d give solid advice. When I told her how I was analyzing GE’s priorities, she was encouraging. “You’re doing great,” she said. “Trust your instincts.” I was so grateful that I admitted something I hadn’t planned to reveal: “Look,” I told her. “I feel like I want to vomit all the time.”

FACING DISASTER

The first days after 9/11 were a blur. The nation’s airspace had been deemed unsafe for commercial flight, and that left my executive team stuck in different cities. I was in Seattle; Keith Sherin—GE’s CFO—was in Boston; Dennis Dammerman, GE’s vice chairman and former CFO, was in Palm Beach; Bob Wright was in LA. So my team and I began having conference calls every six hours.

Keeping on top of all the issues we faced was mind-boggling. We had a customer named Atta who’d used one of our flight simulators. We needed to find out if he was the hijacker Mohamed Atta, who’d piloted the American Airlines flight that crashed into the north tower. (It took us a while, but the answer was, thankfully, no.) Next we needed to determine what our exposure was for the reinsurance on 7 World Trade Center. (We’d soon take a $1 billion write-down.) I reached out to the families of the GE employees who had died and composed an email of reassurance to be sent to GE’s people—the first time in history that an all-employee email was sent within GE. I was worried about my country, my company, and my family, all at the same time. The length of my to-do list was both terrifying and motivating.

I was determined to protect GE’s most vulnerable customers: the nation’s airlines, which bought our aircraft engines and leased our planes. My approach was the inverse of the spiel we’ve all heard before takeoff, when flight attendants advise you, in case of emergency, to put on your own oxygen mask before helping others. I knew the best way to protect GE was to put the airlines’ welfare first, though that would prove to be difficult.

I couldn’t get home to Connecticut until Thursday night, more than forty-eight hours after the attack. I was glad to be reunited with my wife and our daughter, who was starting her freshman year in a new high school. Our move from Milwaukee, where I’d been running GE Healthcare, had already uprooted her, and I knew that was tough for a teenager. But being the new kid in a place shaken by tragedy would prove even harder.

Six days after the attacks, on a Monday, the stock market opened for the first time since 9/11. By the end of that week, the Dow Jones Industrial Average had fallen 14.3 percent, then the largest one-week point drop in history. That meant $1.2 trillion in value, gone. I tried to stay calm, but GE was getting crushed. I heard from several shareholders, including our biggest one: “We didn’t realize GE was so big in insurance!” I wanted to say, “We’ve never hidden it. Didn’t you examine our holdings when you bought our stock?” Instead I kept quiet.

Every day I woke up and got on the stair-step machine, trying to assert normalcy one footfall at a time. That was also my motivation for approving a full-page ad that GE placed in the New York Times, the Wall Street Journal, and nearly every major newspaper in the country. It featured a drawing of a solemn-faced Statue of Liberty, rolling up one sleeve and appearing to step off her pedestal. “We will roll up our sleeves,” the ad said. “We will move forward together. We will overcome. We will never forget.”

Even when flights began to return to normal schedules, few customers wanted to fly. The airlines were hurting, and that wasn’t good for GE. As I finish this book, in 2020, the coronavirus has had a similar impact on the industry—and maybe even worse. Then as now, I believed it was important to solve our own problems, while also helping our customers. In the toughest times, you always remember who extended a helping hand.

Most evenings during this period, my executive team would get on the phone to discuss our exposure. Every night brought a new challenge—and when I say “new,” I’m not kidding. At times I felt like I was learning to speak a second language. Someone would say, “Okay, we’ve got to buy a billion dollars of American Airlines EETCs tomorrow or else they’re going to go bankrupt.” EETCs, enhanced equipment trust certificates, are a type of bond. “Hey,” I asked Dammerman the first time he used the acronym in my presence, “what the fuck is an EETC?” My learning curve could not have been steeper.

Dennis Dean Dammerman, who we all called by his nickname “Triple D,” was as tough-minded a finance guy as they come. In 1984, he’d been just thirty-eight when Jack Welch made him the youngest CFO in GE history, and by 2001, he’d seen it all. Maybe that’s why he was so calm in the face of chaos. He’d been a mentor to me; he was the first person at GE to interview me when I was still in business school, and I’d always been grateful for his support. Now, though, I was even more grateful for his unflappability.

ABSORBING FEAR

The best leaders absorb fear. I’m not talking about soothing people by blowing smoke or giving false assurances. I’m talking about giving people the truth but also giving them a way forward. In the wake of 9/11, GE’s people needed to hear, and to believe, that we had a plan and that, working together, they could help us execute it. They didn’t need to hear that I was so agitated that I struggled to keep food down.

True leaders are frank, but they don’t traffic in panic. The best leaders acknowledge mistakes, but they don’t tear their colleagues down just to ease their own discomfort. Transparency is an admirable goal. But the real goal is to solve problems. When leaders merely unload their burdens without offering a plan of action, that’s selfishness masquerading as candor—the arrogance of false piety.

GE couldn’t afford for the airlines to fail, so between September 11 and December 1, GE lent them tens of billions of dollars. Even as we bailed them out, however, we also had to play the heavy. At this point, airlines could fly internationally only into and out of countries that had passed a special terrorism exception to insurance. In those early days, only a few countries had done so. We needed to be sure that if a leased GE airplane was used in a future terrorist attack, we wouldn’t be liable. So at the end of each workday, we’d have to place calls to airlines in countries that hadn’t passed the test.

Night after night, we’d dial up either the airline CEOs or the presidents of the countries themselves and deliver the bad news: “You can’t fly GE airplanes tomorrow, because you haven’t passed the terrorism exception.” Dammerman would call up the leader of Poland or Japan or Australia and say, “Hey, tomorrow you can’t fly those eight GE planes you lease from us.” The leader would say that was unacceptable, and Triple D would counter that he wasn’t asking; he was telling. Sometimes these calls got heated. “That’s bullshit,” the guy on the other end of the phone would yell, to which Triple D would bark, “Hey, don’t fly the goddamned planes or you’re going to get sued!” I’ll never forget watching Triple D slam down the phone one night after one of these contentious back-and-forths. I waited a beat before I turned to him with a smile. “Can you make my next call?” I asked. “Because you do it so well!”

I was also dealing with stuff that had been underway before the tragedy. The Xerox deal that Denis Nayden had pitched me on September 10 had not been completed, and soon, I heard from Ann Mulcahy, the company’s new CEO. She knew we had the right to walk away, and given what had just happened, we had every reason to. But I knew that would put Xerox in a difficult spot. I invited Mulcahy to lunch, and with her assurances, I decided we’d proceed. Did GE need to absorb another credit company in this business climate? No. But America’s corporations—like the nation itself—were under siege. We had to stick together. (In the end, we made a little money on the deal, and Xerox stayed in business.)

Another issue that had been simmering was GE Capital’s role in financing the bankruptcy restructuring of the steel industry, which had been overleveraged when 9/11 triggered a steep decline in steel prices. We were among a consortium of investors involved in rescuing Bethlehem Steel, led by the private-equity firm of Wilbur Ross (much later, he’d become the nation’s secretary of commerce, appointed by President Donald Trump). Decisions had to be made by late September, and the deal’s urgency necessitated that I get personally involved. During one difficult meeting in New York City, we were all getting hung up on tiny details when Ross looked up from across the huge conference table and declared, “Let’s do the easy things first. We can tackle the tough ones later, once we get momentum.” It was such helpful, commonsense advice.

Friday, September 21, was my first meeting with analysts as CEO. I came prepared with five or six charts that illustrated how we would survive if the airlines went bankrupt. I’d played offensive tackle in college, and I tend toward football metaphors. So as I walked analysts through our thinking, I said, “I’ll play a little offense here. We didn’t dust off the playbook and start practicing on September eleventh.” I stressed that GE had been trimming costs for more than a year and that the power market—though showing signs of a coming crater—was still in a good cycle. Our diversified portfolio would enable us to offset losses in insurance and aircraft engines. That was the beauty of a conglomerate, I said—when one sector was down, chances were another was up. Everyone gave me high fives that morning. Even Jim Cramer, the voluble, wild-eyed former hedge fund manager and prognosticator on CNBC’s Mad Money, praised my performance.

After the analysts meeting, I did an interview on CNBC, and then started to make my way down to Ground Zero. I’d been offered an up-close tour of the devastation. On the way, I stopped at St. Vincent’s Hospital, where GE had sent some of our portable CT scanners on the morning of the attacks. The hospital administrators I met explained that, while they were grateful, they hadn’t had much use for the scanners. After about 11 a.m. on September 11, ambulances stopped delivering injured people. You either lived or you died that morning, they said.

I continued south, to Wall Street. Beth Comstock, GE’s head of corporate communications, was with me. Placing our full-page Lady Liberty ad in the nation’s newspapers had been Comstock’s idea, so we were both truly moved when we walked onto the floor of the New York Stock Exchange and were greeted with a cheer. The ad was taped to the walls of many traders’ kiosks.

Minutes later, we arrived at Ground Zero, where we were given hard hats, work boots, and face masks to protect our lungs. I met Thomas Von Essen, the fire chief who was coordinating the cleanup. He led us into the twisted wreckage, and I was stunned to see that ten days after the attack, fires were still blazing. The smell of incinerated plastic and wire was so sharp it hurt to breathe. Von Essen had been among the first responders. Listening to this bone-weary public servant, still so professional even amid his grief, I was overwhelmed.

Mathematicians use proofs called “existence theorems” to conclude there is only one solution to a particular problem with a particular set of conditions. I was a math major in college, so this is a familiar concept to me. But during this period I remember thinking that there was no existence theorem for this particular set of conditions because it was so abnormal. As my team rallied in the short term to support part of our customer base (the airlines), we were also trying to think about how our industrial company needed to change for the long term. All we could do was make decisions, one by one. Standing amid the smoldering wreckage, I told Von Essen that GE’s leadership training program would help the New York Fire Department try to replace the many leaders it had lost. It was the least we could do.

PUTTING CUSTOMERS FIRST

On September 22, President George W. Bush signed into law the Air Transportation Safety and System Stabilization Act, which aimed to maintain a “safe, efficient and viable” commercial aviation system in the United States. In addition to providing immediate cash infusions to the airlines and liability protection for the carriers whose jets had been hijacked on 9/11, the act created a board to evaluate and approve loan guarantees to airlines that needed it—essentially providing credit that was not otherwise available. That bailout board was made up of Alan Greenspan, the chairman of the Federal Reserve, Secretary of the Treasury Paul O’Neill, and Secretary of Transportation Norman Mineta. Greenspan was in full bloom at that time, at the height of his power. O’Neill had run Alcoa, the aluminum company, and Mineta was the former secretary of commerce. I think he thought his second cabinet position would be an easy, cushy gig. How hard could it be to oversee the nation’s highways and flyways? Suddenly he had one of the most difficult jobs on earth.

I would soon be making regular trips to DC to plead the airlines’ case to Greenspan, O’Neill, and Mineta. You may wonder why the CEOs of the airlines didn’t do this themselves, but given their financial challenges, which included having too much debt, they hadn’t been hugely respected even before 9/11. Most of the airlines had been on their backs before the attacks, so afterward, no one believed their lobbying efforts would be effective.

GE, meanwhile, was overexposed to aviation. In the boom times of the late nineties, we’d turbocharged our aircraft purchases and ended up with a fleet of twelve hundred aircraft—significantly more than any other company. So I had an incentive to become the airlines’ de facto spokesman.

What GE did for a struggling Phoenix-based airline called America West is a terrific example of how we tried to impact the aviation industry during this time. Doug Parker was America West’s CEO in 2001, and before the attacks, he’d managed to line up some much-needed financing with the help of GE and the European aeronautics company Airbus. When 9/11 made that financing disappear—no one wanted to lend to an overleveraged airline whose business has dropped 80 percent—America West seemed headed for liquidation. That’s when I encouraged Henry Hubschman, the head of the GE Capital Aviation Services division, to get involved. Ever unruffled and logical, Hubschman put the head of our Washington division on the case, and GE’s lobbyists helped Parker convince Greenspan, O’Neill, and Mineta that this smaller carrier did, indeed, deserve loan guarantees. The result: America West survived. That may not mean much to those who’ve never heard of the airline, but it had many positive ripple effects. First, America West’s thirteen thousand employees kept their jobs. Four years later, when US Airways was about to go under, America West pulled together a plan—again with GE’s help—to bring them out of bankruptcy, saving another thirty thousand jobs. Arguably, America West ushered in a period of industry consolidation that would benefit not just individual carriers but also consumers. Parker is now CEO of American Airlines.

Another story: Right after 9/11, a thirty-seven-year-old Malaysian entrepreneur named Tony Fernandes approached GE Capital seeking to lease two Boeing 737s. Fernandes believed the time was right to enter the no-frills travel market. He’d mortgaged his home to buy AirAsia, a heavily indebted subsidiary of the Malaysian government, and he needed to lease some planes. Because he had no collateral, GE Capital told him no. But he wouldn’t be denied, which I found out when, somehow, he showed up in my office.

“Look, I know you’ve got a million things going on right now,” he said. “But I can do this if you just get me some planes!” I must have been late for a meeting on bankruptcy or some other dreaded fiasco, because his optimism swayed me. “I’m so swamped, let’s just do it,” I said.

Man, did my people excoriate me for that later—and rightly so. They’d already shown him the door! But Fernandes made good on his promise. AirAsia was out of debt in just one year, he became a multibillionaire, and from that point on, GE got all of AirAsia’s business.

I couldn’t have known it then, but 9/11 would mark the end of an era—and an abrupt one. No American executives my age had ever before encountered tail risk—which is basically something that is unlikely to happen, but then does happen. Once you encounter tail risk, though, you never forget it. The tranquil nineties—when the world was at peace, China was still a sleeping giant, and the US economy was growing 4.5 percent a year like clockwork—had been the “trust me” decade. But after the terrorist attacks, and the faltering economy and shoddy business behavior that soon followed, trust evaporated.

As I finish this book in 2020, I see the next generation of leaders grappling with the COVID-19 crisis. They are learning that especially in a crisis, people want to be led. They don’t expect perfection, but they want to know where you stand. They want to hear you articulate what drives your thinking. They want simple words based on trust, honesty, and consequences. That’s how I tried to communicate in 2001.

About two weeks after the attacks, I remember looking out my office window and feeling, for the first time, like the worst might be over. “We’re going to make it through this,” I said out loud. I swear it was only minutes later that the phone rang. It was Bob Wright calling from NBC and his voice was grave. Our Nightly News anchor Tom Brokaw had just received an envelope containing a threatening handwritten note: “09-11-01,” read the letter, which also included what looked like anthrax spores. “This is next. Take Penacilin [sic] now. Death to America. Death to Israel. Allah is great.” I put Wright on hold for a moment while I let out a scream. The hits, they just kept coming.

Three days later, on September 28, Brokaw’s personal assistant Erin O’Conner came down with flu-like symptoms and broke out with reddish-black sores. It had, indeed, been anthrax in that envelope. That would have been terrible news about any employee, but O’Conner was a new mom, so it felt even worse. While she ultimately would recover, those events only heightened the fear and uncertainty within GE. As we revamped our corporate security company-wide, I continued to think about how 9/11 would alter my plans to move GE into the future.






CHAPTER 2 Leaders Learn Every Day


In the months following 9/11 it was hard not to feel untethered, as if anything could happen. An October 2001 editorial in the New York Daily News sticks out in my mind. “To the city and the nation, the events of Sept. 11 were apocalyptic,” the piece began. “To General Electric, they apparently were a convenient diversion.” The paper then went on to accuse GE of using this national catastrophe as an opportunity to negotiate with the Environmental Protection Agency “under cover of a distracted public.” Our alleged goal: to “weasel out” of our obligation to clean up the polluted Hudson River.

Maybe I was just tired, but the piece made me angry, and I wrote to the newspaper’s owner, real estate investor Mort Zuckerman, to tell him so. It was crass, I said, to imply that GE, which for eighty-plus years had worked closely with the US military to build jet engines to keep America safe, would use the murder of 2,996 Americans as a negotiating tactic. It wouldn’t be the last time I’d shake my head in disbelief.

On October 11, 2001, one month after the terrorist attacks, GE reported its third-quarter earnings. Thankfully, they had risen 3 percent over the same period the previous year. There was more good news: while stocks in general were up about 11 percent since hitting rock bottom three weeks earlier, GE’s share price had risen about 29 percent.

But just when I thought I could catch my breath, the world learned that Enron’s earnings were a sham. In the year 2000, the Texas energy corporation had been the world leader in electricity, natural gas, and other related products and services, with reported revenues of $111 billion. Now, just a year later, its complex, obfuscating financial statements and its unethical misrepresentations of its earnings would cause it to collapse, rocking much of the corporate landscape, and especially GE Capital.

You’re a “trust me” company until you’re not. When Enron executive Jeffrey Skilling testified in front of Congress and compared Enron to GE, I knew we were in trouble. While GE wasn’t guilty of the kind of financial scamming that Enron was accused of, the scandal shined new light on the complexity of some of our holdings. Watchdogs were calling for increased corporate transparency. I needed to move fast to get GE in line with changing norms.

In January 2002, I was watching TV in CNN’s green room, waiting to do an interview about GE’s just-announced fourth-quarter earnings. I watched as CNN’s anchors grilled the on-air guest who preceded me: Joseph Berardino, the CEO of Arthur Andersen, one of the Big Five accounting firms. My whole life, I’d heard Arthur Andersen referred to with nothing but respect. But now, since the firm had been discovered to have shredded documents relating to its audits of Enron, it was an embarrassment. Within months, Arthur Andersen would surrender its licenses to practice as CPAs. It was unprecedented.

A month later, in February 2002, the GE board met in Salt Lake City during the Winter Olympics. The Enron scandal had made it essential that we dig deep, together, into the GE Capital balance sheet. At this meeting, I grasped for the first time how much more work our board and senior executives needed to do in order to fully understand the nitty-gritty workings of GE Capital.

We also dissected many of the esoteric financial materials we owned, including special purpose vehicles, or SPVs, the incorrect use of which was at the center of Enron’s misdeeds. We had a lot of them, and while we had been using them correctly, we realized we needed to have fewer of them. I remember during this twelve-hour marathon of a meeting, I looked over at Shelly Lazarus, a great advertising leader who had just joined the GE board. I could tell she was thinking to herself, “What have I gotten myself into?” I could relate, to some degree.

More than 9/11 or the dot-com bubble bursting, Enron’s failure transformed GE’s business forever. Before Enron, neither analysts nor investors ever asked us how GE Capital worked. And then it changed in an instant—and we responded.

In the first half of 2002, we added Bob Swieringa, a former member of the Financial Accounting Standards Board, to the GE board. We asked longtime GE director Douglas “Sandy” Warner, the former chairman of the board of J.P. Morgan & Co., to chair our audit committee (and the corporate audit staff began reporting directly to the board). For the first time, we began requiring board members to visit several GE businesses each year without me or any other corporate executive present. The goal: to ensure transparency between the board members and our division heads. Finally, we instituted a fifteen-person “disclosure committee” that approved all public investor statements. By the time the Sarbanes-Oxley Act became law in the summer of 2002, reforming the rules that determined what public companies had to share with investors, these practices were underway at GE, and we never wavered.

If the back-to-back challenges of 9/11 and the Enron debacle had taught me anything, it was that in crisis, you can bring to bear only the tools you have in your toolbox. In my twenty years at General Electric, I’d worked in three divisions: Plastics, Appliances, and Healthcare. Each had taught me important lessons about leadership and about myself. I’d also participated in a grueling, three-way runoff to determine who would be Jack’s successor. That process in itself was an education you won’t get in any business school. I’d always believed an important determinant of success could be found in how one answered three questions: How fast can you learn? How much can you take? And what will you give to those around you? I knew a lot of my strengths and weaknesses, but did I have all the tools I needed? It was time to take stock—to examine the lessons I’d learned and the areas in which I still needed to grow.

“DON’T COMPLAIN—FIX IT!”

My parents’ own upbringings had left no room for laziness. My maternal grandmother was a full-time secretary in the 1940s, having been widowed when my mom was twelve. My dad, the youngest of ten children, began working before he finished high school, making Helldiver bombers for Curtiss-Wright, the aircraft manufacturer. At eighteen in 1946 he joined the navy and spent time on a destroyer in the Pacific.

My parents taught my older brother, Stephen, and me that it was up to each individual to make his or her way in the world. They never took a steady job for granted or, say, the ability to buy a house. They’d never been bailed out by anyone, and they made clear that we shouldn’t expect to be either. They were not didactic people, but they wanted us to never see ourselves as victims. If my brother or I came home with a complaint, they would say, “Don’t complain—fix it!”

They also instilled in us the importance of being yourself. “Phony” was the worst thing they could say about somebody. There weren’t a lot of phonies in Finneytown, the suburb of Cincinnati where, in 1961, my parents paid twenty-three thousand dollars for a yellow three-bedroom brick split-level on a cul-de-sac. I was five years old then, Steve was nine, and our tidy but chockablock housing development was nearly brand-new. Our address was 9060 Cotillion Drive, and several of the surrounding street names shared a similar cheerful grandeur: Cherry Blossom Lane, Fontainebleau Terrace. But Finneytown wasn’t grand. It was solidly middle-class.

The moms of the kids I hung out with mostly stayed home to raise them (my mom had quit teaching when Steve was born). The dads included an insurance salesman, a schoolteacher, a pharmaceutical salesman, and a GE machinist—what people back then called “respectable” jobs. My dad’s job was no different. As a frontline manager in the sourcing department at GE Aircraft Engines, he was a white-collar professional.

I’ve often joked that while we lived on Cotillion Drive, not one of my neighbors would ever attend a cotillion. Hell, we didn’t even have air-conditioning. When I was a freshman in high school, I used to come home after football practice during the hottest Ohio months and head straight to the basement to lie on the cool concrete floor. It was the only way I knew to stop sweating. I remember when I was sixteen, my dad finally sprang for central AC. The day it was installed will always be one of the most vibrant, happy moments of my life, right up there with marrying my wife and welcoming the birth of my daughter.

I loved football, but it was baseball that instilled in me the connection between teamwork and mutual respect. It was my senior year in high school, circa 1973, and I was on the pitcher’s mound. I was a six-foot-four-inch, curly-haired seventeen-year-old, decked out in my white uniform with a big red Finneytown F over my heart.

I looked into the stands, where my parents were sitting, as always. Whether I was here or on the football field or the basketball court, I was used to looking up and catching my dad’s eye after a good play. Steve was in college by this point, so the Immelt pride was focused laser-like on me. It felt good.

I was in the zone that day. I just kept striking batters out. I was on track for a great game. Still, at one point, when our shortstop made an error, I couldn’t hide my frustration. Tugging off my glove, I threw it into the dirt. For me the moment was fleeting; I retrieved my catcher’s mitt and moved on. Next time I glanced toward the fan section, however, I noticed my dad was missing. That was odd. As we won the game, I wondered what was wrong.

After our coach sent us home, I set off across the athletic field on foot. Dad used to say our house was just a driver and a nine iron from the high school (he had no golf club membership; he liked to whack balls off our front porch). So it took me all of five minutes to walk to Cotillion Drive. I found him in our kitchen. “Dad, where did you go?” I asked, a little steamed. “That was the best game I’ve had all year.” He didn’t hesitate, and he didn’t hold back. “You know,” he said, “if you’re going to make an ass of yourself and embarrass one of your teammates, I don’t have to sit there and watch it.” My dad is not a massive guy—I had three inches on him by then. But I felt puny when he told me, “That is not the way I expect you to behave. You should never show up anyone on your team. Not ever.”

I don’t remember the score of that game. What I do remember is how hot my face felt. The sting of shame. My dad had called me out for behaving like someone I didn’t want to be. He always urged us to treat people with respect, no matter where they came from or how much money they had.

Dad likes to joke that his sons were raised out of the Book of Proverbs, by which he meant a set of truisms he repeated (and lived by). Deal with a problem when it’s small—that was one of his favorites. Another one was: you either make it for yourself or you don’t; no one will do it for you. And then, of course, my father’s favorite saying: fair is fair. These fundamentals would later color my management style.

BE WILLING TO STAND APART

I was a good athlete but not a gifted one. All my successes came from working hard. All summer long I’d be running and weight training, and all that conditioning paid off: my senior year of high school, I had the most varsity letters of anyone at Finneytown High, and several terrific colleges recruited me to play football. When I visited Dartmouth, however, I felt like I’d found a new home. In the end, it came down to Dartmouth and Vanderbilt, which offered me a better financial-aid package. But I was smitten. I told my dad if he’d let me join the Dartmouth Big Green, I’d borrow as much money as I could and work during the summers to make up the difference.

I kept that promise. On summer breaks during college, I worked construction, helped out at a scrap yard, and made and warehoused parts for Ford Motor Company. I’d come home right after finals, throw down my dirty laundry, and the next day report to work on an assembly line in a Ford parts depot. I made eight dollars an hour—big money for me. I think I pocketed three thousand dollars that summer.

During the school year back in New Hampshire, meanwhile, I worked closely with mathematician and computer scientist John G. Kemeny, the Hungarian émigré who was best known for codeveloping the BASIC programming language. He was a genius teacher and also the president of Dartmouth in the years I was there. But my time on the football team taught me as many enduring lessons as my professors did. During my sophomore year, for example, our team had been favored to win the Ivy League, but we’d been playing poorly. We’d lost two games in a row when the team gathered for our regular Monday meeting.

Mike Briggs was the first to speak. Mike was a senior—a second-string quarterback who worked his ass off in practice but always rode the bench. “I’ve got something I need to say,” he said, “and Reggie”—he looked at a teammate named Reggie Williams—“it’s about you.”

We all held our breath. Reggie, ripped like a Greek god, was a superathlete who always started. But he didn’t expend much effort except during games. “You’ve got God-given talent,” Mike told Reggie. “I mean, you’re easily the best player on the team. But you just don’t give a shit about any of us.” Reggie didn’t know what to do. He’d been raised, I think, not to show any weakness. But that reluctance to be vulnerable—to admit the team mattered to him—was costing him in ways he hadn’t understood. I found out later that another teammate of ours, a guy named Harry Wilson, took Reggie out after practice and told him he needed to face it: Mike’s criticism was spot-on.

That moment changed Reggie. He became a great team member and leader, and he would go on to play in the NFL for fourteen years. (Harry Wilson, meanwhile, would have a son, Russell, who is a quarterback for the Seattle Seahawks.) I absorbed the lesson: if you have something to say, speak up, even when it’s difficult.

CHOOSE PURPOSE OVER MONEY

After I graduated college in 1978, I applied to Harvard Business School. I still had some growing up to do—I’d enjoyed my frat partying days—and I thought grad school would help me buckle down. Thanks in large part to one of my football coaches, Jake Crouthamel, who wrote me a strong recommendation, Harvard let me in. But I needed to save some money, so I deferred for two years and headed home to Cincinnati for a job at Procter & Gamble.

I worked in brand management for P&G’s Duncan Hines division, and one of my bullpen mates was Steve Ballmer, who would later become employee number two at Microsoft. Had you seen us then, flinging paper clips at each other over the walls of our cubicles, you’d never have guessed that we’d both become CEOs before we turned fifty. Instead of poster boys for upward mobility, Ballmer and I were more like something you’d see in a Dilbert cartoon.

Still, we worked long hours at those shiny Formica desks. Our big three products were boxed mixes for blueberry muffins, brownies, and Moist & Easy Snack Cake. The goal: for Duncan Hines to take market share away from Betty Crocker. There were many strategic discussions about how best to do that. To match Betty Crocker’s brownies signature—a little can of Hershey’s chocolate in every box—Duncan Hines had added a “liquid flavor packet” to its mix. It was our job to sell it. We debated whether we should focus our promotional efforts on areas of the country where Duncan Hines was already strong or try to force our way into Betty Crocker territory. We also learned to think analytically about pricing. If you could sell two boxes of muffin mix by offering thirty cents off, that was better than selling one at full price.

Ballmer and I were both headed to grad school. He left first for Stanford. I’d stick around a little longer before going east. Stepping onto that redbrick campus in Cambridge I was wowed: at Harvard there was actual ivy. But belying my soon-to-be fancy pedigree was this reality: I was broke. I had a credit card with a two-hundred-dollar limit, and Visa seemed always to be asking me to cut it in half and mail it back to them. To keep costs down, I volunteered to be the fourth guy in a three-bedroom apartment in a place called Peabody Terrace. My room was, literally, a closet.

I enjoyed HBS. The case-study approach was invigorating. So were my fellow students. Classrooms had tiered, amphitheater-like seating, and my friends and I snagged seats in the back row, an area HBS folks call “the Skydeck.” We Skydeckers could size up everyone below us and whisper a little more without getting scolded. I sat next to Judy Kent (who I introduced to Jamie Dimon, another classmate in our second year; he later married her—and became chairman and CEO of JPMorgan Chase, the largest of the big four American banks). On the other side of me was Sue Zadek, who my roommate Steve Mandel would eventually wed. (Steve would become a hedge fund manager and philanthropist; he founded Lone Pine Capital after serving as managing director at Tiger Management.) Other classmates of mine would go on to similar heights: Steve Burke would become CEO of NBCUniversal; Scott Malkin would found Value Retail; and my best friend Pete Maglathlin and his wife, Laurie, would lead the mail-order giant MBI.

I didn’t have a grand plan for my career. If you’d asked me then what I read regularly, I would have answered: Sports Illustrated. When I graduated in 1982, it seemed everybody was going into investment banking. But not me. I’d worked one summer at Boston Consulting Group, and while I liked my colleagues there, I found the job unsatisfying. Ultimately BCG offered me a job that paid fifty thousand dollars a year. Morgan Stanley made a similar offer. That was good money in 1982, and I had student loans from both Dartmouth and HBS to pay down. But the abstract nature of that kind of work held no appeal to me. I wanted to work at a place that made things that made customers’ lives better.

When GE offered me a job that paid thirty thousand dollars a year, my reaction was “Okay! Let’s go!” I loved GE, having grown up in its embrace.

Around that time I met a famous banker at Morgan Stanley, a guy named Joe Fogg. When I told him I was going to work for GE, he scoffed. “If you worked for Morgan Stanley, you would be presenting to Jack Welch in your first year,” he said. “If you go to work for GE, you’re not going to meet him for twenty years.”

I never forgot that, even as I proved Fogg wrong: about a year after I began at GE, I would meet Jack face-to-face when he summoned six young managers to his office. He told us our supervisors had recommended us, and for about an hour, he talked with us about GE’s goals and how to get there. I was exhilarated, at twenty-seven years old, to have that time with him. Afterward, he sent me a handwritten note that said, “Hey, great job. Really impressive.” I sent a copy of it to my parents, but I kept the original. I still have it.

SEE THROUGH YOUR CUSTOMER’S EYES

When I arrived at GE in 1982, my first big assignment was in the Plastics division. I moved to Dallas to become sales manager of the Southwestern district. I managed an office that sold a product called Noryl—little pellets of plastic—to businesses that molded them into instrument panels or car bumpers or hundreds of other products. Our main customers were independent automotive and computer companies across seven states.

I managed eight salespeople. If you’ve seen the TV series The Office, you can imagine the cast of characters. There was one tall Texan sales rep who wore cowboy boots and didn’t have a college degree. There was another guy whose male-model good looks seemed always to open doors before he even asked. There was one woman who was so intense she seemed always on the brink of suing someone, but her fearsomeness worked for her. And then there was Andy, the woman I would eventually marry. She likes to tell the story of how she and the other salespeople greeted me my first day. The short version is: with suspicion. Part of the problem was sartorial. My wardrobe consisted of five Brooks Brothers suits. They pegged me as a stuck-up Harvard guy.

I listened when the boot-wearing sales rep confided, “You’ve gotta lose the suits. You look like a dork.” He took me shopping for blazers and khakis and, yes, my own pair of cowboy boots. I’d often say to my people: “I’ll come out on sales calls with you, if that will help. But you’re going to get me the business.” After that, they realized I would pitch in, not just give orders.

Andy and I became friendly colleagues in Texas that year. Born in Panama, as a small child she’d moved around South America—Venezuela, Brazil—because her dad worked for Ford Motor Company exports. When she was ten, the family moved to Birmingham, Michigan, outside of Detroit. Living around the world, Andy had learned how to talk to anyone. I always tell people: “There’s nobody who doesn’t like my wife.” She is genuine. No BS. And she was a hell of a saleswoman.

The culture of the Plastics division was wild and crazy and proud of it. Some guys would drink four martinis at lunch. Not for nothing did we call ourselves “Mad Dog Plastics.” As a chemical engineer, Jack Welch himself had started in the Plastics division, and he’d helped create the work-hard-play-hard culture in part because that approach gave us a competitive advantage. Our chief rivals were German chemical companies—Bayer, BASF—whose salespeople tended to be buttoned-up rule followers. By contrast, GE Plastics led with its lack of bureaucracy. We’d do almost anything to get a sale.

I think Jack gave Plastics a loose rein because he saw its business as unique. In most sectors, you compete with your competitors to enlarge your slice of an existing pie. But in the 1980s in Plastics, it wasn’t about fighting over market share; it was about creating market share. We wanted to bake a bigger pie—to expand the number of products that could be made of plastic—and we were always inventing new polymers and resins. If you made something out of metal, we would find a way to make it better out of plastic.

I’ve never been a huge drinker. I’m the guy at the table who orders a glass of merlot to fit in, takes a sip, and then flags down the waitress to request a Diet Coke. My bigger vice in those years was Dunkin’ Donuts. But I understood the power of camaraderie. I’d show up at the parties, stay for a while, then head home.

During these years, I learned how to sell by doing it. My mentor was my boss, Patrick Dane Baise, or “P.D.” He was one of the best belly-to-belly salesmen I’ve ever seen—street smart, strategic, and blunt. “Get your shoes shined,” he’d bark. “You won’t book orders with dirty shoes.” He had incredible instincts. How do you seal a deal? When do you walk away? P.D. had answers. He taught me how to choreograph our team’s pitches to potential buyers and what to say when we got an initial “No!” He taught me not to waste time on irrelevant stuff.

Here’s a classic P.D. story. One day, one of GE’s strategic planners called him up with a question. “P.D.,” he said, “what’s GE’s share of polycarbonate in the Western region?” P.D. didn’t hesitate. “Hang on,” he said, putting his hand over the phone for a second. “Forty-seven percent!” The guy thanked him, and P.D. slammed down the phone. “I don’t really know the exact answer,” he admitted, “but if that guy knew it, he wouldn’t call me. And why should we spend a couple of weeks figuring out if it’s forty-six or forty-eight? What’s the difference?”

This, too, is pure P.D.: he used to mock boast about his alma mater, Marshall University, which he called “the Harvard of West Virginia.” P.D.’s confidence and lack of pretention was disarming. And man, what a teacher he was.

P.D. taught me that real leaders make timely decisions, and then stand behind them, even when criticized. Being a good manager wasn’t a popularity contest. It demanded bravery and the willingness to be accountable. P.D. tutored me in the art of figuring out and catering to customers’ needs, while also making a profit. And he showed me how important it is to take a chance on your people, by taking a chance on me.

These were the early days of maquiladoras. There was a tax-free zone in Mexico and people were building factories there. I told P.D. that our customers were sometimes frustrated by the time it took us to deliver our products. I wanted to store inventory nearby, in Mexico. “If you give me forty-five thousand bucks to buy a warehouse down there, and let me stock it, I will lose fewer orders,” I told him. P.D. said yes, we bought the warehouse, and I never lost an order again.

Soon, I’d be transferred to Chicago, where I was responsible for selling those same plastic pellets to the whole western half of the United States. Andy and I started dating then, and given what good friends we were already, our relationship moved pretty fast. We got married in February 1986, and a lot of our Plastics buddies were there to cheer us on. Our daughter, Sarah, was born a year later.
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