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Good to Great

The Main Idea

Collins and his team explore what goes into a
company’s transformation from mediocre to
excellent. The team uncovers principles on how
the Good to Great companies produced sustained
great results and achieved enduring greatness,
evolving into companies that were indeed ‘Built
to Last’.

Chapter 1 _“Introduction”

The companies that made the final cut into the
‘Good to Great’ study had to satisfy the following
criteria:

15-year cumulative stock returns at or below the
general stock market, followed by a transition
point, then cumulative returns at least three times
the market over the next 15 years.

O The “Good to Great” Companies

Abbott Circuit City
Fannie Mae Gillette
Kimberly-Clark ~ Kroger
Nucor Philip Morris
Pitney Bowes Walgreens
Wells Fargo.

O Key Question:

What did the good-to-great companies share
in common that distinguished them from the
comparison companies?

The Collins team selects 2 sets of comparison

companies:

1. Direct comparisons — Companies in the
same industry with the same resources and
opportunities as the good-to-great group but
showed no leap in performance.

2. Non-continuing comparisons — Companies
that made a short-term shift from good to
great but failed to maintain the trajectory.

0 The Research Method

Instead of beginning with a theory and setting out
to prove it, the team made empirical deductions
from data gathered. This book is the result of 6,000
articles, 2,000 pages of interview transcripts and
about 10 people years of effort.

[2]
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(0 The Research Findings:

1. Ten out of eleven good-to-great company
leaders or CEOs came from the inside.
They were not outsiders hired in to ‘save’
the company. They were either people who
worked many years at the company or were
members of the family that owned the
company.

2. The data does not support any link to
executive compensation (salary) in the
process of going from good to great.

3. Strategy did not separate the good to great
companies from the comparison groups.

4. Good to great companies focus on what not
to do and what they should stop doing.

5. Technology has nothing to do with the
transformation from good to great. It may
help accelerate it but is not the cause of it.

6. Mergers and acquisitions do not cause a
transformation from good to great.

7. Good to great companies paid little attention
to managing change or motivating people.
Under the right conditions, these problems
would naturally go away.

8. Good to great transformations did not need
any new name or launch program. The
leap was in the performance results, not a
revolutionary process.

9. Greatness is not a function of circumstance;
it is clearly a matter of conscious choice.

O The Outline

The Research Team discovered the following
principles which are the outline for the following
chapters.

Three Stages of Breakthrough
1. Disciplined People
- Level 5 Leadership
+ First Who, Then What
2. Disciplined Thought
- Confront the Brutal Facts
- “Simple Focus” Concept
3. Disciplined Action
- Culture of Discipline
- Technology Accelerators

Chapter 2 “Level 5 Leadership”

Level 5 leaders channel their ego needs away
from themselves and into the larger goal of
building a great company. Their ambition is first
and foremost for the institution/organization, not
themselves.

[ 3]
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Level 1 Highly Capable Individual
Makes productive contributions through talent,
knowledge, skills, and good work habits
Level 2 Contributing Team Member
Contribute individual capabilities to the group
objective, works well in a group setting
Level 3 Competent Manager
Organizes people and resources toward
efficient and effective pursuit of objectives
Level 4  Effective Leader
Catalyst, vigorous pursuit of vision,
stimulates higher performance standards
Level 5 Executive
Builds enduring greatness through a
paradoxical blend of personal humility and
professional will

Level 5 leaders have ambition for the company
and concern for its success rather than their own
personal fortune. They think not in terms of “I”
but “We”.

Level 5= Humility + Professional Will +
Modesty + Resolve + Determination

Good to great leaders never wanted to be
larger-than-life icons or heroes. They were
ordinary people quietly working and producing
extraordinary results.

Good to Great Level 5 leaders:

= Are result-oriented.

= Possess inspired standards. They do not
tolerate mediocrity.

= Never allow nepotism or seniority. They
will fire non-performing family members
and friends.

= Are insiders. They worked many years inside
the company or are from the family that
owns the company. They are not saviors
hired in from the outside.

= Are diligent. They are not show horses but
plow horses.

= Choose good successors because of their
concern for the future of the company.
They want to see it endure for generations.

= Possess Determination. Even if others
disagreed with their strategy, these leaders
moved forward.

O The Window and The Mirror

Level 5 leaders give credit to outside factors when
things go well, (looking out the window) and take
full responsibility when things go poorly, (looking
atthe mirror). The Comparison companies’ leaders
blame outside factors when things go poorly, and
credit the company’s successes to themselves.

[ 4]
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O Two Sides of Level 5 Leaders

= Professional Will

- Creates superb results. A catalyst in good to
great transition.

- Unwavering resolve. Does whatever it takes
to produce long-term results.

- Sets the standard for building an enduring
company. Settles for nothing less.

= Personal Humility

- Modest. Shuns public adulation.
Never boastful.

- Acts with quiet, calm determination.
Relies on inspired standards, not charisma,
to motivate.

+ Channels ambition into the company not

self. Sets up successors for success in the
next generation.

O How do you find potential Level 5 Leaders?

= [ook for situations where extraordinary
results exist yet no individual steps forth
to claim the credit.

= [evel 5 leaders practice self-reflection, had
good parents, a significant life experience,
a level 5 boss, or a great mentor.

Chapter 3 “First Who, Then What”

GET THE RIGHT PEOPLE ON THE BUS
FIRST, AND THE WRONG PEOPLE OFF THE
BUS, THEN FIGURE OUT WHAT DIRECTION
TO DRIVE THE COMPANY.

O Exercise rigor in people decisions

Good-to-great companies build deeply committed,
strong managementteams. Comparison companies
had the “genius with a thousand helpers” model.
This model fails when the genius departs.

The data showed no pattern linking executive
compensation to the process of going from
good to great. It proves that it is not how you
compensate your executives. The right executives
will do everything in their power to build a great
company, not because of what they will get in
terms of incentives and compensation, but because
they simply cannot imagine settling for anything
less. Their moral code is “Excellence for its own
sake”.

THE RIGHT PEOPLE WILL DO THE RIGHT
THINGS AND DELIVER THE BEST RESULTS
REGARDLESS OF THE INCENTIVE
SYSTEM.

[5]
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The Nucor Company work ethic is one good
example. The company based its operations in
‘real farmers’ states such as Indiana, Nebraska,
and Utah. These were places where people rose
at dawn to milk the cows and got down to work
everyday without much fanfare. The work ethic
was quite easily translated from farming into
Nucor’s business - steel.

Good-to-great companies know people aren’t
your most important asset, the right people are.
Good-to-great companies placed greater weight
on character than education, skills, or experience
when hiring. The reason: you can teach skills,
but character, basic intelligence, work ethic, and
dedication to fulfilling commitments are values
that are ingrained in a person.

How to be Rigorous: Three Practical Disciplines

1. When in doubt, don’t hire. Keep looking.

2. When you know you need to make a
people change, act.

3. Put your best people on your biggest
opportunities, not your biggest problems.

LETTING THE WRONG PEOPLE STAY IS
UNFAIR TO ALL THE RIGHT PEOPLE.

How do you know if the person should get off the
bus or stay on?
1. Ask yourself, would you hire that person
again?
2. If she came to you saying she was leaving
to pursue a new opportunity, would you be
greatly disappointed or secretly relieved?

EVERY MINUTE DEVOTED TO PUTTING
THE PROPER PERSON IN THE PROPER SLOT
IS WORTH WEEKS OF TIME LATER.

— Colman Mockler, CEO Gillette

O Put Your Best People on Your
Biggest Opportunities

An example of this discipline is best illustrated
in the Philip Morris versus RJ Reynolds case. In
the 1960s both companies derived the majority of
their revenues from domestic sales. Joe Cullman
at Philip Morris identified the international market
as the single best opportunity for long-term
growth, despite the fact the company only derived
1% of its earnings from overseas. He then took
his number one executive George Weissman off
the domestic business, and put him in charge of
overseas business. Weismann turned out to be the
best person for the job. He built the international
market of Philip Morris into the fastest-growing
part of the company.
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O Personal Balance

Yes, you can build a great company while
maintaining a balanced personal life.The key is
assembling the right people so the leader need not
be there all hours to watch over her people.

O Good-to-Great Team Members Tend
to Become Friends for Life.

Philip Morris executives still kept dropping by the
office long after retirement, just to see each other
and talk.

Chapter 4  “Confront the Brutal Facts”
(Yet Never Lose Faith)

Good-to-great companies always displayed two
distinctive forms of disciplined thought.

First, they confronted the facts. When the effort
to determine the facts had been made, decisions
were self-evident.

Secondly, these companies did not create
charismatic leaders. People hide the brutal facts
from a charismatic leader. They worry more about
how the leader will react to the facts rather than
speaking up for the good of the company. The
moment a leader allows himself to become the
primary issue that people worry about, you have a
recipe for mediocrity.

O Create a Climate where the Truth is Heard

How do you create a climate where the truth is
heard?

1. Lead with questions, not answers. In order
to gain an understanding of the facts, leaders
use questions to gain information, not as
a way to manipulate or put down others.
Have the humility to grasp the fact you do
not yet understand enough to have the
answers and then ask questions that will
lead to the best possible results.

2. Engage in dialogue and debate, not
coercion. Nucor transformed itself from an
awful company with only one money-
earning division into one of America’s best
steel companies through good decisions that
were the fruit of countless debates and
heated discussions — all in search of the
best possible answers.

3. Analyze failures without blame. Philip
Morris used its failed 7Up venture to study
what went wrong; executives related stories
to the research team without blaming others.
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4. Build ‘red flag’ mechanisms. The red flag is
anything that will warn you before you lose
your customers. Granite Rock Company
allowed its customers to encircle any item
on an invoice they were not satisfied with,
and pay only for the remaining items. This
gave the company information about its
customer satisfaction. There is no evidence
that the Good-to-Great companies had more
or better information than the comparison
companies. The key lies not in better
information, but in turning information into
data that simply cannot be ignored.

O Facing Adversity

There is a sense of exhilaration that comes in
facing head-on facts and saying “We will never
give up. It may take time but we will find a way
to prevail.”

People fall into 3 categories with adversity.
1. Those who are permanently dispirited
by the event.
2. Those who get their life back to normal.
3. Those who use the experience as a defining
event that made them stronger. Good-to-
Great companies fall into this third category.

Face the harshness of your current reality, but
never lose faith you will prevail. What separates
great people or companies from the mediocre is
not the absence of difficulties, but how they deal
with the inevitable difficulties of life.

Chapter 5 “Simple Focus”

Focus on one simple “what you do best” concept.
Everything else is irrelevant. See what is essential,
and ignore the rest.

Those who built good-to-great companies were
in varying degrees were focused. Comparison
companies, however, tended to be scattered,
diffused, and inconsistent.

To be focused, ask yourself these 3 questions:

1. What can you be the best in the world at?

2. What drives your economic engine (what
do customers pay for)?

3. What are you passionate about?

To achieve greatness, the three answers to the
above questions need to intersect.

[ 8]
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“They stick with what they understand, and let
their abilities, not their egos determine what they

should attempt.”
- Warren Buffet on Wells Fargo Bank

Chapter 6

= Avoid bureaucracy and hierarchy. Instead,
create a culture of discipline with an ethic
of entrepreneurship.

= Build a culture around the balance of
freedom and responsibility, within a
framework of your simple focus.

= Fill that culture with self-disciplined people
willing to go to extreme lengths to fulfill
their responsibilities.

= Don’t confuse a culture of discipline with
a tyrannical disciplinarian.

= (Create a “Stop Doing” list as well as a
“To-do” list. Stop any extraneous activities.
Have clear constraints.

= Hire people who don’t need to be managed,
so you manage the system, not the people.

“A Culture of Discipline”

Disciplined People — Disciplined Thought —
Disciplined Action

O Good-to-Great Vocabulary

Disciplined Fastidious Focused
Rigorous Systematic Accountable
Determined Methodical Responsible
Dogged Workmanlike  Precise
Diligent Demanding Consistent

The above words were consistently found present
in data, articles, or interviews on the Good to Great
companies, but sorely absent in the materials on
comparison companies.

Everyone would like to be the best, but most
organizations lack the discipline to figure out with
egoless clarity what they can be the best at and the
will to do whatever it takes to turn that potential
into reality.

Chapter 7 “Technology Accelerators”

PAUSE — THINK — CRAWL —
WALK — RUN

If you ever find yourself thinking technology
alone holds the key to success, then think of the
US-Vietnam war. The Americans lost to the Viet-
namese despite superior technology.
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THE GOOD-TO-GREAT ARE MOTIVATED
BY A DEEP CREATIVE URGE FOR SHEER
EXCELLENCE FOR ITS OWN SAKE.
THOSE WHO BUILD AND PERPETUATE
MEDIOCRITY ARE MOTIVATED BY FEAR
OF BEING LEFT BEHIND.

= (Good-to-great companies reactions to new
technology are calm, quiet, and deliberate
steps in the right direction, sticking closely
to their core focus. Mediocre companies
react in a frantic, fearful manner.

= Good-to-great organizations avoid
technology fads, yet they become pioneers
in the application of carefully selected
technologies.

= Does the technology fit in with your core
focus? If yes, you need to pioneer in the
application of that technology. If no, then
you can ignore it entirely.

= Good-to-great companies use technology as
an accelerator of momentum, not a creator
of it.

= Across 84 interviews with good to great
executives, fully 80% didn’t even mention
technology as one of the top five factors in
the transformation.

Chapter 8 “ Momentum” and
“Momentum Killers”

O An Overnight Success is usually the Result
of a Decade of Hard Work

Good-to-great companies slowly built their
momentum. There was no defining action,
innovation, launch event, clever tagline or miracle
moment. The breakthrough came from an overall
accumulation of consistent effort over time.

Pulled quotes from interviews:

Abbott

“It wasn’t a blinding flash or sudden revelation
from above.” Our change was a major change,
and yet in many respects it was simply a series
of incremental changes — this is what made that
change successful.

Circuit City

“The transition to focus on the “superstore” didn’t
happen overnight. We first considered the concept
in 1974, but we didn’t convert fully to Circuit City
superstores until about ten years later, after we’d
refined the concept and built enough momentum

[10]
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to bet our whole future on it.”

O Momentum Killers

A company may have been gaining some
momentum for a while, then a new fad, new leader,
or new acquisition comes in, and progress stops.
The company then loses direction and focus.

Chapter 9 “Conclusions”

O Conclusions

1. Most great companies have used these
principles to build their greatness.

2. Discover your core values and purpose
beyond just making money and combine
this with progress and change. Here is an
example from the Disney Company.

Preserve Core Values Stimulate Progress

Disney Magic. 20’s Short Cartoons.
Happiness to Millions. 30’s Movies.
Creative imagination. 50’s Television.
Fanatic attention to detail. 60’s Theme parks.
Abhorrence of cynicism.  80’s International.

90’s Cruise Line.

3. Great companies don’t exist merely to
deliver returns to shareholders. Indeed, in
a truly great company, profits and cash flow
become like blood and water to a healthy
body. They are absolutely essential for life,
but they are not the purpose of life.

O Why Achieve Greatness

= [fyou are doing something you care
deeply about, it is impossible to not want
to make it great.

= [f you have to ask “Why should we try
to make it great?” then you’re probably
in the wrong line of work.

= You will have the ultimate satisfaction of
knowing that your short time here on earth
was well spent and that it mattered.
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