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Good To Great

Why Some Companies Make the Leap...
and Others Don't

By
Jim Collins
Co-author of ‘Built To Last’
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The Big loea
Colins anc his team explore what goss into a company’s waastormation fiom meviocre 1o
excollent. Based on empiical evidence and volumes of data, the feam ncovers limeless
prticiples o6 now the Goad (o Great companies produced Sustained gréal res:ls and achieved
‘enciying gresiness, evoving into companies that were indeed Buit 1o Last

Chapter One “Good is the Enemy of Great”

The companies that made te final cut nto the “Good to Grear study had 1o satisty the fofiowsng
ciitera:

1. 15.year cumlative stock returrs 2t or beiow e general stock markel. punctuates y a
yansifion point, then cumulative re1UFnS a1 least 1ree bmes the market over Ihe next 15
years, wesding out e ‘one-itwonders' and the average tenure of CECS, removing the
possidiley Wat the company WOLEG cruible witbout the same ieader.

2 A company has to demonstrate a good-o-great pattern, indegendent of its maustry

THE GOOD 10 GREAT COMPANIES
Abba, Circalt City, Fanaie Mae, Gilltee, Kimberty-Clark, Kroger.
Nucor Philip Moris_Pitney Bowes, algreens. and Weils Farg

Key Question
VWit did the Gooc-o-gres! companies stiare in Common that distiguisned them o the
comparison companies?

“The Collins tear: buckles dowr: and selects 2 Sefs of COTpATson Companies:
1. Direct comparisons - Comparies in the same industry witk the same resources and
opportunities 35 1 good-10-reat Group but showed no ieap in performance.

Abbott versus Upjohn, Circuit Cey vs. Silo. Fanvie Mae vs. Great Wester, Gilette vs.
Wasner-:amben, Kinibery-Clark vs. Scott Paper, Kroger vs. ASP, Nucor vs. Bethishem
teel, Prilip Moitis vs. R Reynois, Piiney Sowes vs. Addressograph. Walgreens s
Ecxerd, Wells Fargo vs. Bank of America

2. Unsustained compansons — Companies that made a shorlerm Shif rom good 1o great
but faled 10 maintain: the tragectory.

Surroughs, Chrysier, Harrs, Hasbro, Rubbermaid. and Teledyne

The Research Method
Instead of beqinning with a 9isory and selling Out [0 prove i, the leam made empirice daductions
from data gathered. This book s the fesult of 5,000 aticies, 2,000 pages of nterview Hanscapls
‘and abou 10 people years of effort,

The Research Fndings:
1. Ten out of eleven good-to-great company leaders or CEOs came from the insice. They
were no: outsiders nired i 1o ‘save’ e company. They were either people who worked
many years at the company of were membess of the famie that owned the company.
2. The dats goes not support @y lnk 1o executive compensation in the process of gong
fram good o great.
tegy per se dic not sepasate the oo 10 greal companies from e conparison
groups.
4. Goot 10 great companies focus on what Not 1o o and what they should stop dog.
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5. Technology has nathing to do with the ransformation from good to great. It may hesp
accelerato . but Is ol e Cause of .

6. Mergers and acquisiions to not cause a transformation from good 1o reat

7. Goot 1o great companies paid It atlention 10 managing change of motiiating people.
dnder the fight condiions, these problems would naturslly go away.

8. Good 1o great wansformatiors did no: need any rew name. tagine, or lauch program
The seap was i the performance resuits, hol 3 revolutionary process.

9. Greatness i ot a function of CELMstance; it Gearly a malter of conscious CNCice.

The Framework
The Research Team designed this framenwars as 2 fiywheel where buls-up leads towards
breaktrougt:

Three Stages of Breasihrough
1. Sisciplined Peaple
« Level 5 Leagership
« Fitst Who, Ther: What
2. Disciplined Trought
+ Confront the Brutal Facts
+ Hesgenog Concept
3. Disciplined Acton
« Culture o Discigine
« Tethnology Accelerators

Wiy The Guest for Goo 1o Greal
@00t 10 Great answers the Search for eaduring excelience. ILis 1ol us! & buSiness probiem, if's &
human prablem. The principles withn IfiS bGOK can be apphed (0 otfier organzations, not us!
business enterprises. Good SCNOOIs Cac [63ih 1o become Great Schools. Good governmen:
‘agencies can learn ta be great government agericies.

Chapter Two “Level 5 Leadership"”

Level 5 leaers channe Iheir ego nesds away from themseives and into the larger goat of
building a great company. Their ambition s first and foremost for he institutiontorganization, not
themselves.

Level 1 Highly Capabie Indwidkie!
Maves procuctive conutions through talent, knowledge. skifs, and good work habits

Level 2 Contabuting Team Member
‘Contibute inividua; capabillies o the group ovjective, works weliin s group setting

Level 3 Competent Manager

‘Orgarizes people and resources toward effiient and effective pursuit of objeclives

Level 5 Effective Loader

‘Catalyst. vigorous pursus of vision. stiuiates higher performance standands

Level 5 Exerutive

Burks enduring grealness tough a paradodeat biend of persanal humiity and professionsl wik

David Maxwel of Fannis Mae, Dawin Smit: of Kimberly-Clark, ang Colian Mockier of Gifietie
‘exemlify 3 key trac. of Level 5 Jeaders: ambitior: for the company and concer for its success
father than one's own personal fartune. They think not In ternis of " b "We'

Level 5 = Hurilty + Professional Wil + odesty + Resoive + Detemmination
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Good 1o great leaders neves wanted to e farger-than-Ite icors of neroes. They were ordinary
peope quietly warking ang protucing extraordinary esaits.

Gond 1o Great Level § leaders:

o Are resdlloriented.

+ Possess mspred standargs. They Go not tolerate mediocrity

» Hlewer alow nepotism or seniority. They wib fire nor-performing famidy members ang
riends.

+ Are Insiders. They worked mary years Inside the comspany or are from the famiey that
owns the company. They are not saviors hired in fron: the oxsice.

+ Are Difigent. They are not show horses but plow horses.

+ Chaose good sucoessors because of their concern for the future of the company. They
Want 10 see  endure for generations.

» Possess Determinaton. Danwi: Smith soid the paper mills of Kimberly-Ciark to focus on
consumer praducts. Everyone else was sayng Il was a bad move, but they were wrong,
Cork Walgreen decided 10 get out of the food Dusiness and into the more hucrative

business of conenient drugstores.

The Wiindow and The Miror

Level 5 leaders give credit 1o outside factors when things. go well, fooking out the window) and
ake: Fil responsivility wher: things go poorly, {ooxing at the micror). The Companison companies’
learders biame outside factors whers NS G0 poorly, &nd tred the Company's Successes to

themsesves.

Two Sides of Level 5 Leaders

Prafessional VWiE

Tarsonal FoE

Creates supeb resalls
A catslyst in good to great transitior

Hodest. Shuns pubiC sdeation. Never
boasttul.

Trwavering (esave. Dogs whatever T Tkas 15
prosuce longterm esults

"Acts wilh quiet calrm determinalion. Retes
on insaired standards, not charsma, to
motivate,

Sets 16 s1anGard for buraing an endang
‘company. Setles for nothing fess.

‘Channes ambiion 0 e Compary ot
e self. Sets wp successors for sucoess in
the next generatior,

How goes one find polentiat Level 5 leaders?

Lok for siluations where extraordinary resulls exist yet o indivickial teps forth 1o ciaim the

credt.

Level 5 leaders practice self.reflection, nad goos parents, a significant Ife experience, s isvel 5

boss, or a great mentor

Key pints:
1

Every good 1o great company had Leves 5 leadership during pvotal wansition years.

2. Level Sieaders set up their sUSoessors for even greater success in the future, while
egocentrc ieves 4 leaders ofter: set up their successors fo faiiure.

3. Leves 5feaders display a compeling modesty, are selfeffacing and undersiated. In
contrast. two Rirds of the comparison companies nad leacers with pargantuan persons:
gos that contbuted 10 the Gerise or contrued Mediacely of the company,

4. Leves 5 eaders are fanaticaly dhwen, nfected with an incurable need 10 produce.
sustaines results. They are resowved to do whatever i takes to make the company great
o matter how big of hard the decisions.

5. One of the most damaging Yrends i recent history s the tendenty {especially of boards
of direstors) 1o select dazzing, celebrity aders and to de-select potential Levei 5
Ieaders.

6. Potentias Level § leacers exist all around us, we just hiave o &novw 1hat 1o ook for





