
[image: Image Missing]


[image: Logo Missing]

[image: Logo Missing]


Copyright © 2001 Jack Welch

The right of Jack Welch to be identified as the Author of the Work has been asserted by him in accordance with the Copyright, Designs and Patents Act 1988.

Apart from any use permitted under UK copyright law, this publication may only be reproduced, stored, or transmitted, in any form, or by any means, with prior permission in writing of the publishers or, in the case of reprographic production, in accordance with the terms of licences issued by the Copyright Licensing Agency.

First published as an Ebook in the UK by Headline Publishing Group in 2014

Cataloguing in Publication Data is available from the British Library.

eISBN: 978 0 7553 6522 7

HEADLINE PUBLISHING GROUP

An Hachette UK Company

338 Euston Road

London

NW1 3BH

www.headline.co.uk

www.hachette.co.uk


About the Book

Jack Welch was perhaps the greatest corporate leader of the 20th century. When he first became CEO of General Electric in 1981 the company was worth $12 billion. Twenty years later it is worth a total of $280 billion. But Welch was more than just the leader of the most successful business in the world. He revolutionised GE’s entire corporate culture with his distinctive, highly personal management style: the individual appreciation of each of his 500 managers, the commitment to an informal but driven work style and the encouragement of candour were all part of the Welch approach. Following John Harvey Jones’s Making it Happen and Troubleshooter, Jack has already become the businessman’s bible for the 21st century – an inspiration for a new generation of corporate players.


About the Author

Jack Welch was born in 1935 in Peabody, Massachusetts, the son of a Boston & Maine train conductor. He joined the General Electric Co in 1960 and was CEO of the company from 1981 to 2001.
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Like successful companies, books are never the creation of one person, and this one is case in point. I want to thank the great friends, teachers, colleagues, and family members mentioned throughout its text. Without their love and support, you never would have heard of a guy named Jack Welch.

Four people in specific deserve special thanks because they helped get this book from vague idea to the printing press. My collaborator John Byrne spent more than a thousand hours with me and interviewed more than fifty people to jog my memory. His patience and curiosity were unending. My editor Larry Kirshbaum gave his all to this project, and his passion never faltered. I love him! Rick Wolff of Warner Books was also very helpful. I called him “The Trainmaster” because he made sure everything got to the station on time. Finally, from the day I launched this project, my assistant Rosanne Badowski kept my life running in perfect, seamless order, as she has for the past fifteen years. Ro is the eighth wonder of the world.

Finally, to the woman who has changed my life in every way for the better, who has taught me the meaning of love and made me the happiest man alive—Suzy, I thank you for everything.
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PRAISE FOR JACK: STRAIGHT FROM THE GUT

“All CEOs want to emulate Jack Welch. They won’t be able to, but they’ll come closer if they listen carefully to what he has to say.”

—Warren Buffett, chairman, 
Berkshire Hathaway

“True confessions of a CEO … of interest to anyone who really cares about business.”

—Newsday

“Jack Welch gave team leadership new meaning as he took an industrial giant and turned it into an industrial colossus with a heart and a soul and a brain.”

—Michael D. Eisner, chairman and CEO, 
The Walt Disney Company

“JACK: STRAIGHT FROM THE GUT is a good place to renew your faith in the success of free enterprise.”

—USA Today

“Riveting … electric … one of the best business books of the year.”

—Business Week

“Jack Welch, the brilliant business magician, has finally disclosed his mystery of management. Now we must accept the generosity of his challenge and try to match or exceed him.”

—Nobuyuki Idei, chairman and CEO, 
Sony Corporation

“An American treasure, Jack Welch teaches us how a leader with keen intellect, guts, and honor can impart courage to people around him, weather unexpected storms, inspire performance, and take an organization to greater and greater heights. His formula challenges all of us and any institution striving for excellence.”

—Bernadine Healy, M.D., former president and CEO, 
American Red Cross


To the hundreds of thousands of GE employees whose ideas and efforts made this book possible


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

I wanted to mention the names of all the people who took this journey with me. My editors kept beating me up, trying to get the names out. We finally agreed that it would be impossible to mention all the people involved so please remember that every time you see the word I in these pages, it refers to all those colleagues and friends and some I might have missed.


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

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

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

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

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

“Congratulations, Mr. Chairman!”

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

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

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

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

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

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

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

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

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

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

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

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

He missed by more than 20!

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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


1
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Building Self-Confidence

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

I never found out why.

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

There was no formulaic answer to that question.

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

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

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

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

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

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

GE invited me to Pittsfield, where I met with Dr. Dan Fox, a scientist in charge of the company’s new chemical concepts. That job appealed to me most. The development group was small. It was working on new plastics, and I liked the idea of going back to Massachusetts. Like my earlier professors, Fox struck me as someone who was smart and whom I could trust. In Fox, I saw a coach and a role model who brought the best out of
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Almost 20 years ago, I stood behind a podium at the Pierre Hotel in New York and gave my vision to Wall Street analysts for what I wanted GE to become. As high as my expectations were on that day, I never imagined that the company and the people in it would be able to achieve so much.

We took a bureaucracy and we shook it. We created a world-class organization, whose excellence is accepted on every continent. I believe the GE I’m leaving is a true meritocracy, a place filled with involved and excited people, with good values and high integrity.

It’s a company that lives for great ideas, a place where the people do get up every morning searching for a better way.

The journey has been a great one. Yet what GE became in 20 years is a small snapshot of a company’s lifetime. We built on the 100 years that came before us. What excites me even more is what the organization might become in the next 20 years. I know that its future will be guided by a spectacular team that will take the company to greater things.

At times, the first ten years of my journey felt like war. We were changing ahead of the curve, and we took our lumps for it.

There are no modest revolutions. There are no modest transformations of organizations, either.

Contrary to reputation, I’ve often been too cautious. I waited too long to get rid of managers who weren’t willing or able to face reality. I was hesitant with some acquisitions, slow to embrace the Internet, even timid about blowing up all the rituals and traditions of what once had been a bureaucracy.

Almost everything should and could have been done faster.

Nonetheless, GE has become an organization that relishes change, uses its size to take more risks and is focused outward on its customers—not itself. I’ve always believed that when the rate of change inside an institution becomes slower than the rate of change outside, the end is in sight.

The only question is when.

Learning to love change is an unnatural act in any century-old institution, but the GE I’m leaving does just that. Our passion to learn and share new ideas was facilitated by an operating system that allowed diverse businesses to grow faster and perform better than they would if they were on their own.

Great people, not great strategies, are what made it all work. We spent extraordinary time recruiting, training, developing, and rewarding the best. Our reach and our success would have been limited without the best people stretching to become better.

Globalization was one logical outcome of stretch. We’ve searched the globe for the best products and intellect. Our new Proteus radiology system from medical systems is a perfect example. The system, now being made in Beijing, is a product of an intercontinental supply chain that takes advantage of the best quality and lowest cost for every one of its 719 parts. The components are made in the United States, Canada, Mexico, North Africa, Morocco, Bangalore, Korea, Taiwan, and countries in western and eastern Europe. The scanner’s generator is built in India, its suspension system is made in Mexico, and the tube mechanism is produced in the United States. Those parts and many other components are then shipped to Beijing for assembly.

Six Sigma ties all the pieces together.

*  *  *

Books like this are supposed to end with predictions …

Predictions are difficult.

When I became chairman, the conventional wisdom could be distilled in three “inevitable” trends. Oil was at $35 a barrel and going to $100—if you could get it. The Japanese manufacturing juggernaut was going to take over America. And inflation, at 20 percent, would be in double digits forever.

So much for predictions.

There clearly are forces, however, that will change the way many of us think about markets, organizations, and management.

The capitalist genie is almost out of the bottle in China. This country will have enormous influence in the new century. Chinese entrepreneurs are open to change like never before. China’s leaders are managing their society as they unleash their economy.

For those of you sitting in conference rooms drawing pie charts of the competitive landscape, leave half the pie open for the Chinese. There are companies in China today you’ve never heard of that will emerge as competitive giants in the next decade, threatening your very existence.

China is a lot more than a market. It is rapidly becoming a massive competitor.

The country’s increasing economic power will complicate relationships among Europe, the United States, and Japan. Trade tensions will increase. I don’t know what form protectionism will take, but I do know the discussions over it will be long and heated.

Hierarchy is dead. The organization of the future will be virtually layerless and increasingly boundaryless, a series of information networks in which more electrons and fewer people will manage processes. Information will become transparent. No leader will be able to hoard the facts that once made the corner office so powerful.

Most of the information a manager will need to run a business will reside on a computer screen in a “digital cockpit.” It will contain every piece of real-time data, with automatic alerts spotlighting the trends requiring immediate attention.

While information will be available as never before, it will always be human judgment that will make the organization go.

One evening just a few months before I left GE, I was in a store on Fifth Avenue in New York to buy a new sweater. When the salesman helping me went downstairs to find my size in the stockroom, the manager of the store came up to me.

“Mr. Welch,” he said, “can I talk to you?”

He was a young African American who said he’d seen me being interviewed by Charlie Rose on television the night before. He said he had enjoyed my comments but wanted to ask me a follow-up question. During the Rose interview, I had noted how important it was for organizations to continually remove the bottom 10 percent of their employees.

The store manager brought me to a secluded section, under a staircase, where no one could hear us.

He explained that he had 20 people in his sales force.

“Mr. Welch,” he asked, “do I really have to let two go?”

“You probably do, if you want the best sales staff on Fifth Avenue.”

I had to laugh over the fact that I was hearing my words come back to me not from someone inside GE this time, but from the floor manager of a Fifth Avenue clothing store. I think he understood that if you want to become the best at what you do, it’s hard—really hard.

It takes self-confidence, courage, and a willingness to take the heat when you make the tough calls.

*  *  *

On a lighter note, the hookup between Bob Nardelli and Ken Langone at Home Depot has sparked a lot of funny banter among all of us. Ken is a larger-than-life figure. He’s big, loud, generous, opinionated, and smart—an ideal director. But I brought him on the GE board in 1999 because he knows everyone, absolutely everyone. I wanted Jeff to have in Ken what I had in Walter Wriston 20 years earlier, a cheerleader telling everyone that Jeff is going to be the best CEO in America.

It almost worked. A few weeks after Bob joined Home Depot, however, I heard Ken was going around New York bragging about the job Bob was doing. I called him on it.

“You caught me,” he said, laughing, “from now on it’ll be Jeff, Jeff, Jeff.”

Only a few weeks later, Fortune reporter Patty Sellers called on another story and mentioned she had interviewed Langone for an upcoming article on Home Depot. I asked her what Ken said about Jeff. She replied that he was full of praise for Bob—but never mentioned Jeff.

I had a witness now. I called Ken and gave him hell.

“You SOB,” I joked. “I heard that you’re still selling Bob. You promised me it’s Jeff, Jeff, Jeff!”

I know Ken justifiably has mixed emotions. As a founder of Home Depot and a director of GE, he gets to see two great CEOs. I just have to keep him “honest.”

Before leaving GE in September 2001, I had many opportunities to say good-bye. One of the more memorable farewells was the last meeting of GE’s 550 top leaders in Boca Raton in early January. After 33 years of attending these meetings—more than half my lifetime—this one would be the last.

I had taken over a very good company in 1981 that a lot of people had made better. I believed my successor would take over a great company and make it much greater. That’s what the chairman’s job is all about.

I wanted to make sure that the message got through in my closing remarks. I jotted down my thoughts on a yellow legal pad, just as I always did. It took me two days to develop what I wanted to say. I didn’t want to be maudlin or sentimental.

I wanted everyone to know that GE had to change more in the next two decades than it had in the past 20 years.

What I told them that morning could apply to any business. The message was simple: Forget what we’ve achieved together. Forget about yesterday.

“I got this job 20 years ago, and together we changed a lot,” I said. “It has been a fun, wonderful journey filled with great memories and lasting friendships. For much of what we’ve done, forget it. Today’s clippings wrap yesterday’s fish.

“This will be a whole new ball game: Change, as you have never seen it, at speeds you’ve never seen. What fun for those who relish it. What fear for those who don’t grasp it.”

I ended by telling everyone to turn the organization upside down, shake it up, and go blow the roof off.

The speech got a warm reaction. The ending was emotional for me and for many of my longtime friends.

The custom at Boca is that on the last of the three nights, Joyce Hergenhan, my former head of public relations and now president of the GE Fund, announces the afternoon’s golf and tennis scores.

It had been a windy and cold day on the course. Some actually quit after four holes because it was so cold. Joyce reported my score for the day and said, “I’m sure everyone here has a favorite Jack Welch story, but since I have the microphone, you’re going to hear mine.”

I thought—not another farewell.

“Thirteen years ago,” she said, “I was in the hospital in New Haven for major surgery. The day after the operation, I received a phone call from Jack saying he was coming to visit me. Instead of being thrilled, I told him I didn’t want to see him because my hair was a mess.

“His response was pure Jack: ‘I can’t believe you. I’m coming to cheer you up, Joyce, not to jump into bed with you!’ That kind of sums up Jack. There I was, thinking I was dying but worrying about my hair. Jack’s humor, candor, and friendship very quickly brought me back to reality.”

The 550 people in the ballroom roared, and my face turned a little red. What she said was certainly true. I guess it was something only the chairman of a really informal company, a corner grocery store, could ever say to an employee.

Jeff Immelt took over next as a bunch of waiters scrambled through the room with glasses filled with champagne. Jeff said some very nice things about me that night. He reflected on my remarks at the Pierre Hotel in 1981 when I told the analysts that my dream was to create a company where people could stretch beyond their limits. Jeff said he and everyone in the room had experienced things they’d never thought possible.

I was really touched by Jeff’s remarks, especially when everyone stood and applauded. Jeff fought his way through the maze of tables toward me. We hugged each other, and I sat down, hoping everyone else would, too.

They wouldn’t. I finally jumped on top of my chair, raised my glass, and toasted everyone in the room.

“Together, we’ve all done things we never imagined. We’ve all gone places we never thought we would see. We’ve all reached dreams we never thought possible. I came from a place just like most of you, and I got lucky thanks to all of your good work. Thanks for being so special. I love you all.”

It was some night. I wish my mother could have been there.
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