General Electric Case and Readings

Note: Since the only articles for this session were related stories about GE, this will all be brief.

Main take-aways from the GS case discussion:

· GE’s strengths are in management expertise (human capital) and knowledge sharing, which allows them to have a more broad and diverse product line

· Synergies not as critical if rationale is general mgmt

· GE corporate strategy is unclear, but the business unit strategies are very clear

· Diverse product lines allow for smoothing of earnings, which has been valuable

· Keys of GE organization:

· Crotonville

· Clear, communicable vision

· Reality and candor

· GE culture

· Loyalty

· GE’s responsibility to its people

· Central R&D

· Values

General Electric (case)

The case describes the history of Welch Welch’s reign at GE.  It details the changes Welch made when he became CEO, from destaffing to selling off business units.  It describes Welch’s framework (the three circles) for GE’s businesses and overall strategy, but the synergies between the three circles are unclear and there are many businesses outside the circles that were kept.  Welch’s mandate that each business needed to be able to be number one or two in its market was also somewhat ambiguous.  There is also detail on GE’s organization structure, which is mainly business units organized along product lines and some allocation of capital done at the corporate level.

“WELCH—A close up at how America’s #1 Manager Runs GE”

This article begins with a discussion of the Crotonville classes, the role Welch plays there, and the candor of the GE culture.  It also goes into Welch’s hands-on nature and his intense questioning of all GE employees, with the expectation that they will do the return with him.  Welch says he spends 50% of his time on people issues, and he meets thousands of employees every year.  He is well known for his personal, faxed notes to employees at any level whose contributions have stood out.

“Last Conglomerate: Can House Jack Built Stand When He Goes?”

Discussion of the increased complexity of GE over the past 20 years, and implication that this means that Welch’s successor will have a hard time.  The article questions how critical Jack is for the success and holding-together of the organization.

“Running the House that Jack Built”

More discussion of whether GE can survive with Welch, and the value of a strong corporate leader.  Since GE is so lean and profitable, it is hard to imagine how much a new CEO will be able to do in order to sustain GE’s growth rate.  Also includes a brief discussion of potential changes in the organization that might be made by Welch’s successor.

“Changing of the Guard”

This is the story of how Immelt was chosen as Welch’s successor.  The succession planning was long-term and involved numerous steps.  The board was far more hands-on and involved with this process than at most other firms, including having the board members get to know each candidate on a personal level.  The process was praised for being very genuine.

