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INTRODUCTION




In April 2005, we published a book called Winning. To our minds, its purpose couldn’t have been more straightforward: we wanted to codify our thinking about the myriad insightful, probing, and often urgent questions we had received while traveling around the world for three years, speaking to hundreds of thousands of people about their work, career, and life challenges. We wanted, basically, to write a book that was both a philosophical treatise on fundamental business principles and gritty how-to manual in one, and in doing so, pretty much wrap up what had felt like a great, extended conversation.

Little did we know that Winning wouldn’t wrap up anything—just the opposite!

There was the book tour, of course, and you expect some action doing that—you’re out looking for it! But along with the usual TV and radio appearances, we also visited thirty-seven business schools across the United States and in Europe, and spoke to more than one hundred business groups in cities around the world. Winning, we quickly discovered, wasn’t the “Hmm, very well then, thank you” summary event we had anticipated. It was a “Hey, wait a minute, what about—” kind of affair.

Winning, in essence, proved to us once again that people have an insatiable thirst to talk about work. They want to understand it better, debate its every nuance, and find a way to do it better. Even after the book tour ended, the questions kept coming.

In the past year alone, we have heard several thousand questions. It is an understatement to say the topics run the gamut. There is the very macro, as in, “How can developed nations compete with China?” and “What is the role of Wal-Mart in society?” And the very micro, as in, “How do I overcome my fear of public speaking?” and “How do I manage the team I was a part of—until yesterday?” An IT manager in Michigan asked us about the future of the European Union, and a CEO from New Jersey asked us to list the most important characteristics to look for when hiring a sales force. Hundreds of people have asked about how to get ahead in their careers, dozens about surviving a difficult boss, and two about the appropriate use of candor with elderly workers. We’ve heard from scads of employees at family-owned companies frustrated with an incompetent aunt or cousin at the helm, or otherwise at the end of their rope with nepotism. In a letter filled with poignancy, a recent college graduate from South Africa asked us how to acquire self-confidence. She said she was starting from zero. In another filled with bittersweet reflection, a British correspondent asked us how he could regain his, which he’d lost after being fired for poor performance. Some letters have been amusing, like the one from the Indonesian manager who asked us how she could stop her team from explaining all their decisions with the excuse “It was gut instinct!” And others dead serious, like the one from the Milwaukee engineer who said, “The time has come for me to advise my grandchildren what to do with their lives. So, what is the next big thing out there?”

Indeed, there has been so much give-and-take since Winning’s publication that we’ve often been reminded of what a Dutch entrepreneur told us during a visit to Amsterdam in 2002. “Every day in life,” she said, “there is a new question.”

She was more right than we could have ever predicted!

About a year ago, we realized that we had actually fallen in love with the continuing conversation sparked by Winning. For two people who get a kick out of talking and meeting people, it was pure fun. But more than that, it was fascinating. With every new encounter, we learned what people—young, old, and in between—working in completely different kinds of businesses and in vastly different parts of the world, cared about most passionately. We learned that in Africa, for most people, it’s about starting anew. People are desperate to find ways to launch companies and careers; they dream of breaking out of the survivalist lifestyle. In more developed nations, the concerns more commonly come from deeply dug trenches, with questions like, “How do we take the nonsense out of the budgeting process?” and “What can we do to make our HR department more effective?”

The continuing conversations after Winning also pushed us to delve into our own thinking more deeply and to explore more than a few business and career issues that we hadn’t included in the book. Both were mind-expanding activities, to say the least. And finally, opportunities to talk to global audiences that followed Winning allowed us to keep spreading a message we think isn’t proclaimed nearly enough—that business is the great engine of society. It creates jobs, pays taxes, and opens up economic opportunity like no other institution. Yes, government plays a huge supporting role—we couldn’t live in a civilized world without its services. But with its ability to provide for families, build careers, and give back, business, we believe, is the foundation of a thriving world.

And so, in September 2005, we took the New York Times Syndicate up on an invitation and started to write a weekly Q & A column that now appears in forty newspapers in countries around the world, from England and Japan, to South Africa and Mexico, to Sri Lanka and Bulgaria. In the United States, the column appears every Friday on the back page of Business Week magazine.

The book you now hold in your hands draws on the questions to our weekly columns, but also includes questions from our book tour, as well as questions we have received during recent speeches and classroom discussions. (We both now teach, Jack at MIT’s Sloan School of Management and Suzy at Babson College’s Center for Women’s Leadership.) In general, all these questions fall into three categories.

The first is questions about the ideas that originally appeared in Winning, but with a twist—or a shove. For instance, many people have told us they agree with Winning’s message that candor makes business (and life) immensely better, but they cannot understand how it can be implemented in various situations, such as the polite cultures of Asia. Similarly, hundreds of people have written us about Winning’s case for differentiation, the ranking of employees into the top 20 percent of performers, the middle 70, and the bottom 10. Good idea, many said, but how can differentiation possibly be implemented at small companies, or growing companies, or sinking companies, or family companies, or Swedish companies, or you-name-it companies? (All possible, we said, as you’ll see.)

The second category includes questions on topics not covered in Winning itself. These mainly coalesce around entrepreneurship and family business, but there are also questions about work and career situations so specific it didn’t dawn on us to include them. One of our favorites is from a secretary who, after getting her MBA at night, still finds her company won’t promote her. This entirely common problem of “embedded reputation” should have been in Winning. It’s here instead. Thanks to questions from readers around the world, we also get a chance in this book to write about the important topics of what really motivates people, the challenge of suddenly becoming the boss of your former peers, and the three performance measurements we think make the most sense for general managers.

The final category of questions in this book concerns current events. With their long lead times, books in general do not tackle breaking news, and Winning was no exception. Our columns have allowed us to do that, with some incendiary results. Indeed, the questions (or, should we say, the answers!) in this book that have sparked the most debate are those we wrote on why women don’t become CEOs more often, Wal-Mart’s role in society, and the Enron verdict. With the first of these, we received numerous e-mails, most of them very thoughtful, about our assertion that women’s careers are changed, not necessarily for the worse, by biology, i.e., having babies. The reaction was not nearly so civilized when we wrote about what we consider Wal-Mart’s positive impact on the world. Yes, 65 percent of the letters that poured in supported the giant retailer and bemoaned its regular beating in the media. But the rest lambasted us and thoroughly decried the company as a destroyer of communities. Finally, much to our chagrin, our Enron answer was met with general negativity. We’d said the company was a rare case of corporate malfeasance. Dozens of e-mails from around the world made the case otherwise.

A word on how this book is organized, which is not by the three categories just outlined! Instead, to help you navigate targeted areas of interest, it is organized by subject matter. Every question we receive is unique, of course, but that said, many do fall into topical buckets. That is why one section of this book includes the best, most representative questions we have received about global competition, another focuses on working in a family business environment, and another on leadership. In all, there are six sections, about as wide-ranging in their scope as business itself.

This book, incidentally, features seventy-four questions and answers. There could have been more, but we’ve learned that it would be folly to try to be all-inclusive in any book about work. The questions that follow cover dozens of important topics, and perhaps every topic that is important to you.

But they do not cover everything.

Like life, the conversation about work will go on and on. It has to. Economies rise and fall. Competitive dynamics never stop changing. Careers zig and zag. And so, questions will keep coming.

We look forward to listening to them all.










    
GLOBAL COMPETITION

On the Brave New World





When we wrote Winning, we assumed that globalization had so incontrovertibly arrived that people were past resisting it and had moved on to vigorous adaptation. We were partially right. Most people do now grasp globalization’s opportunities, such as expanding markets, but many still struggle with the other side of the equation—that is, how to combat “the fast-moving global competitors,” as one exasperated manager put it, “popping up everywhere.”

And pop up they will from here on out. With the emergence of India and China, and the gradual reawakening of Europe, the global economic system will only become more integrated. And as the answers that follow suggest, companies can’t really delay. You have to get in the game now.



    

1

TAKING ON CHINA…AND EVERYONE ELSE



You’ve said that it is necessary to reduce costs by 30 to 40 percent to compete with China, with its negligible wages and undervalued currency. But how can you prevent the Chinese from then copying whatever method you come up with to achieve your goal?

—NEWCASTLE UPON TYNE, ENGLAND






You can’t! You can’t prevent the Chinese from copying any of your efficiency-boosting processes, and guess what, you can’t prevent the Romanians, Mexicans, or the Americans, either. In fact, you have to assume that every one of your competitors, from Indonesia to Ireland, is eager and able to imitate your best practices. And that they will.

Which is why your question is worrisome. It sounds as if you might be getting that no-option-but-surrender feeling about today’s competitive environment. But such defeatism kills companies. Instead, you have to get yourself energized by the challenge of finding breakthrough ideas and processes. Today’s competitive dynamic has to make you want to run faster, think bigger, and work smarter.

And to what end? The answer is simple: innovation. There are, of course, other ways to compete, but without doubt, innovation is the most sustainable in today’s global marketplace.

Luckily, there are two ways to innovate, and together they can deliver a real knockout punch.

The first form of innovation is exactly what you would expect: the discovery of something original and useful—a new molecule, a breakthrough piece of software, a game-changing technology. This kind of classic innovation, of course, can happen by accident (in a garage, say), but far more often, it occurs when companies actively build a culture where new ideas are celebrated and rewarded. It happens, in fact, when companies basically define themselves as laboratories for new products or services. Think of Procter & Gamble and Apple. Both epitomize the innovation culture—and its competitive advantages.

But there is a second, less glorified way of innovation that is just as effective. It is the continuous, aggressive improvement of what you already sell or how you already do business. Yes, people must innovate by discovering totally new concepts, as we’ve just described. But companies can (and must!) also innovate by searching for best practices, adapting them, and continuously improving them. It is that activity, in particular around costs, quality, and service, which will most effectively drive the 30 to 40 percent cost reductions required in today’s competitive environment.

The process of continuous improvement really has no boundaries or limits. It is an R & D team finding a new way to make a long-established molecule do something different, and a software engineer finding new applications for an upgraded piece of old software. It is people throughout the organization pushing relentlessly to take established products and services to the next level, blowing up the status quo of “that’s how it’s done around here,” and replacing it with a mind-set that shouts, “We are never done looking for a better way.”

A best-practices culture, in other words, has no endpoint. Once a company thinks it has left the competition somewhere in the dust, it needs to start searching again for the “new and improved,” always staying one or two steps ahead.

If the search is continuous, it also has to be as wide as you can make it. Don’t just seek out best practices hiding under a rock in your own backyard, that is, down the hall in another department or a hundred miles away in another division. Look at other companies in your industry—and outside too. GE learned the nitty-gritty of lean manufacturing by visiting Toyota factories around the world. It learned the art and science of improving inventory turns by studying best practices at American Standard, a plumbing and air-conditioning company. In fact, if there is one thing you can be sure of, it is that companies—if they are not direct competitors, of course—love to share success stories. They are proud to showcase what they are doing well. All you have to do is ask. And ask is what people in best-practices cultures do—all the time.

At this point, perhaps, you are thinking that it is easy to extol the virtues of a best-practices culture but much harder to put one in place. You are absolutely right. Too often, companies resort to sloganeering on this front. They give best practices the old motherhood and apple pie treatment. Best practices are good, they say, we believe in best practices, and so on. Of course, this kind of generic cheerleading results in…nothing.

In real best-practices cultures, the fanatic pursuit of new ideas is baked into the mission of the company. Moreover, searching for best practices and the desire to continuously learn and improve are behaviors that are evaluated in every performance appraisal and rewarded financially. In best-practices cultures, leaders hire and promote only people who have a thirst for continuous learning.

Without doubt, putting an innovation culture in place is hard. But doing so is not one of those choices you can sit around and debate. Either you buy into discovery plus continuous, never-ending improvement as a way of life in your company, or you can wave at your competitors—as they pass you by.







    

2

IS CHINA FOR EVERYONE?



We are a successful Canadian company whose two main competitors have just moved aggressively into China. We know they’re losing money there. But still I worry that we’re making a mistake by staying local—should I?

—ONTARIO, CANADA






Actually, don’t just worry. Be afraid—be very afraid.

In a global world, scale is a competitive weapon you cannot ignore. And scale is what China can give you, with its vast markets, low-cost manufacturing, and increasingly strong technical talent. No wonder companies from around the world, including, it seems, your two main competitors, are tripping over themselves to get a foothold there.

It is also no surprise that your competitors, in their early efforts, are not yet profitable in China. Most foreign companies haven’t yet figured out how to take the pain out of entry there. Regardless, even if your competitors appear to be in that category, remain paranoid. Because if they eventually do find a way to take advantage of China’s opportunities, they could leap into another competitive league, leaving you far behind.

So, our first advice is to channel the energy you spend worrying to ask yourself a number of hard questions about why your competitors have gone to China. What exactly do they see? Is it just the huge market? Or do they have a unique product or service offering the Chinese will jump at? Is it a manufacturing cost edge, or is it a low-cost, low-investment process that will change the game? Is it access to new technologies that might change your product’s functionality or design appeal to customers? Is it potential partnerships with Asian companies that will, in due time, send imports of your product back to Canada and the rest of the world?

Throughout this soul-searching process, your operating assumption must be that your competitors know something about China’s upside that your company does not.

Even though that may not end up being true.

The fact is: China is littered with the wrecks of companies that went to China just to go to China. They went, for instance, because their two main competitors had gone, and someone in the organization (like you, perhaps) couldn’t get a good night’s sleep because of it. They went because the “China or bust” mantra is invoked everywhere these days, from business school classrooms to boardrooms, all duly reported in the media. They went because, well, there is just a pervasive sense that everyone is going.

None of these are good enough reasons.

Yes, the allure of China’s scale is enormous, and the competitive power of scale is real. But there is no point going to China if you don’t know how China’s scale is going to make you a better, more productive, more profitable company. In that way, the decision to go to China is just like the decision to enter any new market, be it over a state line or across an ocean. It has to make strategic and financial sense. Maybe not immediately, but in a reasonable amount of time.

So, our final advice to you is where we started—that you should indeed worry. In fact, you should assume that your competitors have figured out how China’s scale will improve their market position and economics going forward. Then take that fear and use it to start a conversation in your company about why you haven’t figured out your company’s China advantage.


It could be that there isn’t one. Not every company has to go to China, but most do and most should.

As long as they know why.
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REGARDING RUSSIA



Everybody’s so excited about China. My company recently signed a joint venture there, but we’re also thinking of moving into Russia. What do you think about its potential?

—CHARLOTTE, NORTH CAROLINA






Your comfort level with doing business in Russia depends on how much stomach and capacity you have for risk. Russia has huge potential for opportunity but plenty for disappointment too. You could say the same thing about China, perhaps, but it seems to us that by comparison, Russia has less upside and more obvious downside.

To start with, let’s look at what’s promising about Russia. Sure, it’s a fraction of China’s size, with China’s one billion head count, but with 140 million people, Russia is bigger than every single-country market in Europe, not to mention Japan.


And without doubt, some sort of economic transformation is occurring in Russia. GDP growth has averaged more than 6 percent per year for the past six years. Compare that to France or Germany! Meanwhile, over the last five years, capital spending has averaged annual gains of greater than 10 percent, and personal income 12 percent.

The driver of all this growth has been Russia’s enormous store of natural resources—timber, minerals, and most of all, oil. In fact, Russia has enough oil to make itself not only energy self-sufficient, but a significant exporter as well.

The Russia picture darkens, however, when you look at other facts. Something like a quarter of Russia’s economy is underground, riddled with corruption, and impervious to any kind of regulation that makes business fair and transparent. We have long railed against regulation as a hallmark of bureaucracy, but for an outside investor, Russia makes a compelling case for the opposite view. You can really come to love regulation when you try to do business in a country that doesn’t have any.

Russia, of course, doesn’t have a lock on lawlessness. China has a veritable army of pirates, and many foreign companies trying to do business there have been stymied (or worse) by what we would consider blatant violations of intellectual property law. Chinese lawlessness, however, is somewhat surreptitious compared to Russia’s, which we would take as a (small) sign that it is less accepted by officialdom.

Two more points of comparison about Russia and China bear quick mention. The first is manufacturing. China’s is thriving. Russia’s factories remain stuck in a state of grim Communist-era disrepair. There just hasn’t been significant investment in bringing these facilities into the twenty-first century. Meanwhile in China, new factories are being built with an eye toward the future.

The second is social stratification. Russia is cash rich—that oil!—but its distribution of wealth is a throwback to the days of the czars. A tiny number of people have a ton of money; most people, especially those in the vast countryside, have very little. There is virtually no in-between. China, by contrast, has a growing consumer base of more than one hundred million people—almost as large as Russia’s total population. Their purchasing power will increasingly be able to support a healthy, sustainable economy.

Now, we don’t want to sound too pessimistic about Russia and too bullish on China. Both countries are in the midst of grand experiments. Russia is trying to create some mix of capitalism and democracy while using a totalitarian approach to fighting both general lawlessness and the scourge of terrorism. China is trying to create a form of society with no antecedent: a market-driven (i.e., free) economy within a Communist superstructure that limits personal freedom. Who knows where either of these works in progress will end up ten years from now, let alone fifty.

But when you come right down to it, China does have an edge for outside investors. Its population is bigger by almost a factor of ten, for starters. Second, its culture is more entrepreneurial; in our experience, there are simply more people in China than in Russia who are energized to win, creative, fierce, and ambitious. Third, China provides a more attractive export base, given its broad manufacturing and technology capabilities. And finally, and perhaps most important, China is focused on the industries of the future—electronics, medical devices, and other forms of technology. After oil and other natural resources, Russia’s major industries are machine building and metalworking. Those are more yesterday’s stories.

All in all, that’s why for us, it feels hard to get as excited
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