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Introduction

I f you run a team or an organization of any size, then there’s a seemingly 
intractable dilemma you face each day: Should you focus on making the 

numbers, often at the expense of the company’s future health, or should 
you prioritize longer- term strategies, your quarterly or annual perfor-
mance be damned?

Most corporate managers and executives choose the first option, 
running businesses quarter- to- quarter to the detriment of long- term 
performance. Leaders might value broader objectives like sustainability, 
competitiveness, and growth, and wax eloquent about their commit-
ment to these long- term goals, but when called upon to allocate scarce 
resources, they focus on the current year’s plan and do what it takes to 
meet their numbers. In their view, they have no choice: their job depends 
on pleasing bosses and shareholders today, not tomorrow.

The notion that there is no way to pursue long- and short- term goals 
at the same time, and therefore leaders have no choice but to embrace 
short- termism, is one of the most pernicious beliefs circulating in busi-
ness today. A McKinsey study found that firms that followed long- term 
strategies amassed $7 billion more in market capitalization between 2001 
and 2014, and generated 47 percent more revenue growth and 36 percent 
more earnings growth, on average, than companies that took a shorter- 
term approach.1 Nevertheless, as one 2014 study found, two- thirds of 
executives and directors reported that “pressure for short- term results 
had increased over the previous five years.”2 Short- termism has become 
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I N T R O D U C T I O N

so rampant that influential leaders are speaking out against it, with some 
advocating that we relax the reporting requirements on public firms so that 
leaders don’t feel such intense and constant pressure to make their numbers.

We can’t regulate our way to long- termism— the problem is too complex 
and deeply entrenched. Instead, we need a comprehensive mind- set shift on 
the part of leaders and managers at every level. Somehow we’ve convinced 
ourselves that we can only invest in the future if we let short- term perfor-
mance tank. But that’s not true. Strong short- and long- term performance 
only seem mutually exclusive. As a leader, you can and must pursue both at 
the same time. Unless you do, you and your team or organization will never 
reach your full potential.

M Y  B AT T L E  W I T H  S H O R T- T E R M I S M

Early in my career, when I worked in various finance and general manage-
ment positions at General Electric, my colleagues and I were hell- bent on 
hitting our numbers in the current quarter and year. We’d think about next 
year, but only when we had to. This obsessive focus on today at the expense 
of tomorrow didn’t make a lot of sense to me. Our business would perform 
well for most of a given year, and we’d hire a thousand people to help us 
grow. Then in October and November, we’d create our plans for the com-
ing year, only to realize we’d never make our numbers unless we laid off a 
thousand people. So we’d do that, disrupting our business and the lives of 
all those people. Why, I wondered, hadn’t we thought ahead and only hired, 
say, two hundred people instead of a thousand? And yet, like most leaders, 
we didn’t think we had a choice. We were working hard and doing the best 
we could, and we didn’t see another way.

My opportunity to change as a leader began in February 2002, when 
I became CEO of the industrial conglomerate Honeywell, a $22 billion 
company with interests in aerospace, control systems, automotive, and 
chemicals. The company was underperforming, having struggled in recent 
years thanks to a botched merger with AlliedSignal in 1999, a couple of CEO 
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transitions, and failed attempts to sell the company to United Technologies 
Corporation and then to General Electric. But from what recruiters, exec-
utives, and others had told me, and from what I could tell based on my 
own analysis, the company had some good businesses that had simply been 
poorly managed. Once someone stepped in, stabilized the organization, 
and got it focused on the future, Honeywell’s performance would bounce 
right back.

During my first months on the job, as I began to probe into the com-
pany and its operations, I discovered the company didn’t really have good 
fundamentals— it was all a façade. Honeywell was a train wreck and on the 
verge of failure. We had billions in unresolved environmental and asbes-
tos liabilities, a woefully underfunded pension, an entrenched “make the 
quarter” mind- set, an organization beset by cultural warfare, depleted lead-
ership ranks, no process initiatives in place to make us more efficient, no 
globalization initiatives to help us grow in the rest of the world, significant 
underinvestment in new products and services, and the list went on and on.

But it got worse. Strangely, the board and the outgoing CEO refused 
me any access to our financials until July 2002, when I became chairman. 
When I did gain access, I was hit almost immediately with a bombshell: 
our finance team informed me that we’d have to significantly reduce our 
earnings commitment for the year. We wound up lowering our second- half 
earnings projections twice by a cumulative 26 percent within a period of 
weeks, infuriating analysts and investors who already lacked confidence in 
me. Investors knew I hadn’t been a finalist in the competition to succeed Jack 
Welch as CEO at GE, and I hadn’t been the first choice to run Honeywell. By 
reducing our earnings estimates so early in my tenure, and by having to do 
so not once but twice, I had just reinforced the investor community’s worst 
fears that I was a lightweight and didn’t have it in me to run a big company 
like Honeywell.

Meanwhile, my own worst fears about Honeywell materialized as I 
probed why we had missed our numbers. It turned out that our accounting 
was at best unhealthy. No, we weren’t doing anything illegal— everything 
done fell within the parameters of permitted accounting practices— but the 
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entire organization was gaming the system to try to make their numbers 
each quarter (during the previous decade, for every dollar in earnings, we 
only generated 69 cents in cash, a fact that reflected aggressive bookkeeping). 
As a result, our leaders lacked a clear and honest picture of their businesses. 
Accounting is your primary information system for making decisions, so 
if that information is bad, your decisions will be bad too. Our leaders were 
going through the motions, only pretending to run their businesses strategi-
cally or even competently. It was all a big mess— short- termism run horribly 
amuck.

P U T T I N G  H O N E Y W E L L  O N  A  N E W  PAT H

I was flabbergasted, pissed, disgusted, and then some. But I wasn’t defeated. 
One day, in the heat of our financial mess, I turned on CNBC and heard 
the commentators lambasting me, opining that I wasn’t equipped to run 
Honeywell. I listened to them, shrugged my shoulders, and returned to what 
I had been doing. Someone in the room later told me how surprised they 
were that I didn’t throw a hard object at the screen. But I wasn’t angry. 
Rather, I was thinking to myself, I’m going to show them. I’m going to figure 
out these problems and turn this company around.

I was making a habit then of carving out time to sit by myself, put aside 
the daily pressures of my job, and just think about the company. During 
one of these “blue book” sessions, as I called them (on account of the blue- 
covered notebook I used), I challenged myself to identify steps I would need 
to take to put Honeywell on a better path. As I sat there pondering, it came 
to me that I would have to find a way to invest in new products, services, 
process improvement, geographical expansion, and so on. But given inves-
tors’ low opinion of me, I also had to deliver something for them in the short 
term— otherwise, I wouldn’t survive. I couldn’t push investment off to some 
unspecified future date, and I also couldn’t invest to such an extent that we 
fell short again of shareholder expectations. We would have to do both at the 
same time— win today and set ourselves up to win tomorrow.
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Further, I realized we could do both at the same time. Short- and long- 
term goals were more tightly intertwined than they appeared. By taking 
the right actions to improve operations now, we could position ourselves to 
improve performance later, while the reverse would also hold true: short- 
term results would validate that we were on the right long- term path. Beyond 
that, I theorized we would be able to win today and tomorrow if we followed 
Three Principles of Short- and Long- Term Performance that I’d developed.

Three Principles of Short- and Long- Term Performance
1. Scrub accounting and business practices down to what is real.
2. Invest in the future, but not excessively.
3. Grow while keeping fixed costs constant

First, we would address all of our unhealthy accounting and business 
practices, scrubbing the business down to what was real. Second, we would 
courageously sacrifice some earnings today to invest in our future, but not 
too many— we would still take care to do well enough in the short term. 
Third, and relatedly, we would become far more disciplined about our oper-
ations, challenging ourselves to run our businesses more efficiently and 
effectively so that we could keep our fixed costs constant as we grew. Doing 
so would provide us with the flexibility to deliver returns to investors while 
investing in operational improvements and growth initiatives. As those 
improvements and initiatives began to bear fruit, a virtuous cycle would 
take hold: we’d improve our ability to perform, which would allow us to 
generate even more cash to invest, which would lead to further performance 
gains, and so on.

That was my basic approach, and it turned out to be correct. Over the 
next several years, we did the seemingly impossible, stabilizing the com-
pany and progressing on a number of fronts simultaneously. We tightened 
up our aggressive accounting, tackled environmental liabilities and other 
legacy issues, improved our processes and our culture, and invested in a 
range of growth initiatives, including customers, mergers and acquisitions 
(M&A), research and development (R&D), and globalization. In essence, by 
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following these three principles, we forced ourselves to consider the long- 
and short- term implications in every decision we made, instilling cultural 
and operational norms that allowed our company to deliver more value at 
all times. We turned our company into a performance machine, one that 
satisfied shareholders’ quarterly cravings while also becoming much nim-
bler, more efficient, more innovative, and more customer- centric over the 
long term.

By 2008, when the Great Recession hit, we were already on firmer 
ground, but because we continued to implement a dual short- and long- term 
approach, we made a number of unorthodox moves that positioned us to 
expand rapidly once the recession ended. And expand we did. By 2018, when 
I left the company, our market capitalization had soared from $20 billion to 
$120 billion, Honeywell had generated returns of about 800 percent (beat-
ing the S&P 500 by about two and a half times), and the company had won 
high- profile awards for financial and environmental stewardship. We had 
also created 2,500 401(k) millionaires because employees had invested in 
Honeywell, with 95 percent of them below the executive level and the lowest 
compensated earning an annual salary of only $43,000.

If our experience proves anything, it’s that you don’t have to be a genius 
to achieve remarkable short- and long- term performance (we certainly wer-
en’t). You also don’t have to have some magic formula— we didn’t, beyond 
the Three Principles of Short- and Long- Term Performance. What you do 
have to do is believe you can achieve two seemingly conflicting things at 
the same time— short- term performance and investment in the future. And 
then, on a daily, operational level, you have to dedicate yourself to actually 
doing it, pushing yourself and others on your team and organization to go 
beyond what they think is possible, every small step of the way. Leadership 
matters— it really does. And the trick, as I like to say, is in the doing. Most 
leaders know what needs to happen operationally and strategically. They 
know they must do a good job for customers, come out with new products 
and services, pursue globalization, motivate their workforce, and so on. But 
most businesses don’t execute all that well. To perform well today while 
investing in tomorrow, your business has to do what everyone else claims 
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to be doing. And that will only happen if you as the leader demand it at the 
outset and accept no compromises.

A B O U T  T H I S  B O O K

The chapters that follow show you how to turn your business or organiza-
tion into a performance machine, in any season. I lay out ten key strategic 
and operational strategies we deployed in line with these Three Principles 
of Short- and Long- Term Performance. In part I, “Lay the Foundations,” I 
explore the intellectual basis required for achieving strong long- and short- 
term results at the same time. As we’ll see in chapter 1, you must first learn 
how to think about your business in a far more rigorous and demanding 
way, and how to help others around you do the same. That means chal-
lenging yourself and others to go beyond binary oppositions and do two 
conflicting things at the same time. In chapter 2, I’ll argue that you must 
also translate that mind- set of intellectual discipline and curiosity into your 
strategic planning, committing yourself to honesty and transparency and 
to having real conversations about your business or organization, its chal-
lenges, and its future.

Part  II of this book, “Optimize the Organization,” discusses invest-
ments you must make to free yourself of challenges that might be dragging 
down your performance. In chapter 3, I detail how we swallowed hard and 
addressed Honeywell’s longstanding pension, environmental, and asbes-
tos liability issues. In chapters 4, 5, and 6, I describe how we invested in 
improving our inefficient and ineffective processes, ending the culture wars 
that were hobbling us, and rebuilding and enhancing our depleted corps of 
leaders. Each of these efforts, funded by keeping fixed costs steady while 
growing our company, dramatically improved our ability to perform over 
both the short and long term.

Part III, “Invest to Grow,” deals with investment decisions you can make 
now to ensure your future expansion. In chapters 7 and 8, I explain how 
we invested in areas like customer experience, research and development, 
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globalization, and mergers and acquisitions, getting the most value for our 
investment without compromising short- term performance unduly. Part IV, 
“Protect Your Investments,” explores how to sustain a short- and long- term 
approach in challenging times. Chapter 9 reveals how we used this approach 
during the Great Recession to help us achieve explosive performance after-
ward, while chapter 10 examines how to think differently about leadership 
transitions, ensuring that superior long- and short- term performance can 
continue even after you’re gone. I close the book with an epilogue that calls 
on all of us to challenge ourselves and others to go beyond what seems 
possible so that we can achieve our fullest potential as leaders and help our 
teams and organizations out- perform.

As you read this book, I invite you to expand your horizons and break 
free of diminished expectations. Don’t assume you have to forego long- 
term investment to survive quarter- to- quarter, and don’t fall back on that 
as an excuse for failing to invest. Organizations of all sizes and all kinds— 
businesses and nonprofits— have it in them to perform much better than they 
currently do, over all time horizons. Leaders just have to believe this— and 
then start executing. Non- profits in particular seem to have a high tolerance 
for poor performance at the individual and organizational levels. If we at 
Honeywell could invest in the future while delivering short- term results at 
a failing company, think of what your team or organization could do.

Overcoming short- termism isn’t just an imperative for individual busi-
nesses but for the broader economy. Capitalism has been the greatest force 
for good the world has ever seen, raising billions of people out of poverty as 
governments enabled individual businesses to thrive, as businesses drove 
productivity gains, and as standards of living (which are linked to produc-
tivity) rose. But there’s no guarantee that economies will continue to thrive 
in the years ahead, or that American businesses will f lourish. As China 
continues its rise to power, competition in global markets will intensify, 
and US firms will have to sustain new levels of productivity and innova-
tion to remain on top, just as they did during the 1980s when they were in 
competition with Japanese companies. Yet shareholders will only fund the 
significant investments companies must make in research and development, 
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process improvement, and culture if they see adequate, short- term returns 
on their investments.

It’s thus incumbent on leaders to pursue growth and deliver quarterly 
results. Offering Honeywell as a case study, Winning Now, Winning Later 
shows how you can run organizations with a new kind of balance, discipline, 
rigor, and energy, investing in growth while performing well now. We can 
win against Chinese companies and turn our competition with those firms 
into a source of opportunity. We can take our own companies to new levels of 
performance. But only if we’re ready to demand more of our organizations— 
and of ourselves. So what are you waiting for? Go ahead and take a chance. 
You can do it. Let’s get started!
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3

C H A P T E R  O N E

Banish Intellectual Laziness

I n 2003, about a year after becoming Honeywell’s CEO, I traveled to the 
headquarters of our Aerospace division in Phoenix, Arizona, to conduct 

a review of the business. I was working hard at the time on implementing 
wide- ranging cultural change across Honeywell, and the Aerospace divi-
sion seemed reluctant to buy in. No surprise: the executive leading it— I’ll 
call him Rich— had interviewed unsuccessfully for my job, and likely har-
bored some resentment. In making the trip, I hoped to strengthen my 
relationship with Rich and his team, familiarize them with my desire to 
focus Honeywell on both short- and long- term goals, and offer up ideas 
for improving the division’s performance.

My visit began smoothly enough. Shaking hands with members of 
Rich’s team, I found them polite and seemingly happy to see me. We sat 
down in a conference room so that team members could present their 
strategic plan to me. A copy of the plan had been placed on the table 
facing each seat. Flipping through mine, I saw that it was thick— maybe 
150 pages long, full of charts and tables. Uh- oh, I thought, not good. I had 
found so far at Honeywell that executives and managers often made pres-
entations far longer than necessary, overwhelming audience members 
with facts, figures, and commentary in an effort to preempt sharp, critical 
questioning. “Looks like you guys have done a lot of thinking here,” I said, 
pointing to the thickness of the binder. “I can’t wait to hear it.”
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4

Rich nodded at a member of his team, who began running through the 
presentation. It started with a review of the market. So far, so good. But a 
few minutes later, when we were on page five, I stopped to inquire about the 
status of Primus Epic, a terrific new cockpit avionics system we were devel-
oping. The team assured me the project was proceeding on schedule and 
on budget. Then, a page or two later, I posed another question about main-
taining our lead in another product line of ours, auxiliary power units, the 
engines that provide power to an aircraft when it is on the ground. Although 
Rich’s team members answered my question and smiled politely at me, they 
seemed unhappy, exchanging glances with one another that seemed to say, 
“Can you believe this guy?” They continued with the presentation, but about 
five minutes later, when they were on page fourteen, I stopped them yet 
again, inquiring about overruns that had exceeded $800 million on our big-
gest programs.

Rich had had enough. “You know, Dave,” he said, “if you don’t mind, 
I’d really like the team to continue. We’ll get to that point soon enough.”

I glanced over at him. “I’d like to know about it now.”
“Really, we cover it later. I can assure you, all of your questions will be 

answered.”
“Okay,” I said, “I believe you. What page is it on?”
He glanced at one of his team members, who flipped through his copy 

of the presentation. “Top of page thirty- six,” this executive said.
I went to the top of page thirty- six and scanned the chart there. “Nope, 

that covers just Primus Epic overruns. I want to understand the root cause of 
our overrun problems. Is it bad estimating? Bad executing? Something else? 
I want to get us to the point where we can anticipate the real cost so that we 
can plan for it and execute.”

Rich shot me a hard look. “Dave, before we go any further, I have to 
object to how you’re running this meeting. We put a lot of time and effort 
into crafting this pitch for you. Please show us the courtesy of listening to 
it all the way through.”

“I understand, Rich,” I said, “but let’s discuss the purpose of this pres-
entation. If we’re here for the team to put on a show for me, then you’re 
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right, I should sit back and listen. But if the point is for me to learn about 
your business and its issues, then we need to conduct the presentation in a 
way that facilitates my learning. I need to ask questions right away, get the 
answers I need, and then move on. Can we do that?”

Rich relented, and I was able to review their business in a rigorous and 
productive way that ultimately uncovered opportunities for better short- and 
long- term management. What I learned, to my chagrin, was that Aerospace 
had become adept at lying to itself, shoehorning costs here and there into a 
budget without acknowledging them openly. This put enormous strain on 
the organization, which then had to patch together significant short- term 
fixes throughout the year, including more aggressive bookkeeping and spe-
cial deals with customers and others, to make its goals. A dysfunctional 
approach if I’d ever seen one.

Fundamentally, managing for both the short and long term isn’t about 
changing specific processes, policies, or strategies, but rather about adopting 
a different, more intellectual mind- set. Planting seeds for the future while 
also achieving short- term results is much harder to pull off than just aiming 
for one of these goals exclusively. It’s so hard, in fact, that many executives 
and managers throw up their hands. Absolving themselves of any respon-
sibility to achieve both short- and long- term goals, they shrink from asking 
tough questions and actively shield themselves and others from probing too 
deeply. Instead of finding new ways to support innovation and investment 
while achieving short- term goals, they content themselves with the same old 
strategies, policies, and procedures, relying on accounting sleight- of- hand 
to make it all work.

Don’t let this be you. You can achieve short- and long- term goals simulta-
neously, but that means you will need to puzzle it out, quarter after quarter, 
year after year. Challenge yourself, your team, and your organization to 
think harder about customers, markets, and processes than you previously 
have. Cultivate a mind- set of analytic rigor and attention to detail. Ask 
challenging questions of yourself and others, and push hard until you’ve 
uncovered satisfying answers, even if that means acknowledging difficult 

WinningNowWinningLater_1P.indd   5 2/6/20   1:33 PM

COPYRIG
HTED - D

O N
OT D

UPLIC
ATE



W I N N I N G  N O W ,  W I N N I N G  L A T E R

6

truths. Decide right now to become a serious, engaged, and honest scholar 
of your business instead of a passive overseer of it.

A C C O M P L I S H I N G  T W O  S E E M I N G LY  C O N F L I C T I N G 
T H I N G S  AT  T H E  S A M E  T I M E

My own heightened appreciation for intellectual rigor dates from the early 
1990s, when I served as CFO at General Electric’s major appliance business. 
We were trying to reduce the amount of capital we deployed in operating 
our businesses, and in line with that goal, my boss had decided that our 
business unit needed to reduce the $1 billion in inventory we maintained. 
Guess whose job it was to lead the inventory reduction effort? The assign-
ment caught me by surprise— I wasn’t sure how to proceed. I had seen other 
businesses flounder when pursuing such initiatives. The boss would decree 
that henceforth the company would only keep a certain amount of inventory 
on hand to shrink the amount of cash it had locked up. Months later, inven-
tory levels would creep back up, and the amount of cash locked up would 
increase as well— again.

I wanted to try a new approach, but I didn’t know what that would be. 
We convened a cross- functional team and asked them: Why did inventory 
reduction initiatives usually fail? What can we do differently? “If we’re going 
to fail,” I said, “let’s at least do it differently. The definition of insanity is 
doing the same thing over and over, always expecting a different result.” A 
manufacturing leader identified dissatisfied customers as the reason why 
these initiatives usually failed. Once a business reduced inventory, customer 
delivery usually suffered because we didn’t have the items we needed in 
stock. Customers complained, and the sales force applied pressure on the 
business to stock more product. Eventually inventory levels were right back 
where they had been. Inventory levels and customer satisfaction were directly 
related. You could have lower inventory levels, or high customer satisfaction, 
but not both. You had to choose between two seemingly conflicting things.

That, at least, was the conventional wisdom. We wondered if we could 
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find a way to reduce inventory levels while also keeping our products readily 
available and ready to ship so that customer satisfaction wouldn’t plum-
met. My team and I spent an entire day puzzling over it. At some point a 
team member urged us to take a step back and assess our entire process, 
from forecasting, to supply chain, to manufacturing, to transportation, to 
distribution. Running an analysis, we found that it took eighteen weeks 
end- to- end, from when a product was shipped out of the warehouse to the 
point when manufacturing was told to replace it and then it was produced, 
shipped, and replaced in the warehouse. That seemed like an extraordinarily 
long time. What if we could render the whole process more efficient, shrink-
ing our “cycle time,” as we called it, down to a couple of days? We’d be able 
to reduce warehouse inventory while still providing great customer delivery 
because we’d be able to replenish our stock much more quickly. The dra-
matically improved efficiency would also help us reduce a lot of operational 
cost. The overall impact could be huge!

Our team began working on improving our processes to reduce cycle 
time in forecasting, supply chain, production, and distribution. We began 
providing immediate feedback to plants on what had shipped that day, 
shortening supplier lead times, dramatically reducing lot sizes (the quantity 
of a product model we made during a given production run), and reducing 
transportation time to warehouses. Over a four- year period, these ongoing 
efforts reduced cycle time to about two weeks. We were able to cut inventory 
levels in half, while also improving our on- time delivery rate from the low 
80s to above 90 percent. By striving to achieve two seemingly conflicting 
goals at the same time, instead of just focusing on one goal, we had prompted 
ourselves to think far more carefully about our business as a whole, and 
to pose questions nobody had asked before. This fairly intense intellectual 
process led us to reengineer a significant part of our business so that it func-
tioned better across a range of metrics, not just one. Because our subpar 
process had been the underlying problem, and because we’d improved that 
process, we could sustain these gains over time.
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M Y  “A N Y  N I N N Y ”  T H E O R Y

Coming away from this episode, it was clear to me: leadership was, at its 
core, an intellectual activity. Any ninny could improve a given metric— 
that didn’t take much thought or creativity. The best leaders acknowledge 
the tensions that pop up all the time in organizations, and they get better 
results by probing deeper to resolve them. Conventional wisdom said that 
you could earn high margins on the goods or services you sold, but only 
at the expense of your sales volume. It said that you could empower front-
line employees to make decisions, but only at the expense of your ability 
to maintain control and prevent mishaps from happening. It said that you 
could improve customer delivery, but only at the expense of your inventory 
reduction efforts. Great leaders, I came to believe, challenge themselves and 
others to understand their businesses better and rethink them so that they 
can achieve two seemingly conflicting things at the same time. That same 
intellectual discipline— that mind- set of rigor and curiosity— allows lead-
ers to master what is arguably the most important conflict of all: attaining 
strong short- term results while also investing in the future to achieve great 
long- term results.

Even as I came to this realization, I was keenly aware that most executives 
and managers didn’t challenge themselves to pursue conflicting priorities, 
nor did they appreciate the intellectual effort this took. During the early 
1990s, leaders at General Electric were so pleased with our inventory reduc-
tion efforts that they asked us to speak with other GE businesses to share 
what we had learned. After hearing our presentation, audience members 
would raise their hands and ask, “So, what was the single big thing you did 
to achieve these great results?”

“Well,” I said, “there was no single best practice. It was a mind- set of 
intellectual rigor we had adopted that made the difference. It’s this mind- set 
that you should be striving to replicate in your own organization.”

Audience members would nod their heads, but they didn’t really get it. 
A few minutes later, someone would raise his or her hand and say, “Okay, 
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yeah, it was a mind- set. But tell me: What was the one thing you did that 
really made a difference?” Audience members wanted an easy answer that 
would excuse them from having to think hard about their businesses, when 
in truth, thinking hard was the only real answer.

I N T E L L E C T U A L  L A Z I N E S S  R U N  A M U C K

To my dismay, such intellectual laziness was endemic at Honeywell. When I 
arrived at the company a decade later, I stepped into an organization utterly 
unused to probing for root causes to problems and to advancing new and 
creative solutions. Executives and managers pursued goals along a single 
dimension, doing whatever it took to make their numbers in the current 
quarter without concern for their actions’ broader consequences. “We’ll 
worry about next quarter next quarter, and about next year next year,” people 
said. Businesses went around in circles, struggling to achieve short- term 
results and stagnating over the long term. Leaders never pushed themselves 
to develop the kind of new and interesting solutions that would permanently 
change their businesses for the better and achieve multiple goals at once.

Inevitably, such intellectual laziness coarsened the level of discourse that 
existed day- to- day. Many businesses operated the way Rich and his crew at 
our Aerospace division did. Lacking any drive to think deeply about their 
businesses, and unchallenged by leadership to do so, teams held meetings 
that were essentially useless, their presentations clogged up with feel- good 
jargon, meaningless numbers, and analytic frameworks whose chief pur-
pose was to hide faulty logic and make the business look good. When you 
did a bit of digging, you found that most executives and managers didn’t 
understand their businesses very well, or even at all.

Certainly they didn’t understand their customers. I’ll never forget a trip 
I took early on in my tenure to an air show to visit with a customer of our 
Aerospace unit. The team had briefed me on the visit, and I had gone into 
the meeting, along with the leader of the business unit, his product manager, 
and the salesperson, thinking we would discuss a great new product we 
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had. As is my practice, I kicked off the conversation by asking if Honeywell 
was meeting their expectations. “I’m glad you stopped by,” the customer 
CEO said, “because we have just about finalized the lawsuit we are filing 
against you for nonperformance on our development project.” What!? My 
colleagues looked at one another and at me in shock— none of them had 
known how angry this customer was. They had lacked the slightest bit of 
insight into how our customers were experiencing their relationship with 
us. I begged for time, and with a bit of scrambling on our part we were able 
to prevent the lawsuit from materializing.

But it wasn’t just this team, and it wasn’t just customers. Leaders at 
Honeywell hadn’t studied their operational processes in any depth. They 
didn’t understand the fundamentals of their technologies, their markets, or 
their business cycles. They didn’t know their supply chains. They weren’t in 
touch with how rank and file employees viewed the business. They didn’t 
understand key liabilities, such as the environmental lawsuits we faced. And 
they didn’t understand why their businesses were generating so little cash.

No wonder our company was performing so poorly.

M A K I N G  S M A R T E R ,  M O R E  I N F O R M E D  D E C I S I O N S

My first and most enduring challenge as CEO was to dramatically improve 
the quality of both our individual thinking and our group discussions. To 
convey how I did that, let me introduce a leadership framework I have long 
used. As I see it, leadership boils down to three distinct tasks. First, leaders 
must know how to mobilize a large group of people. Second, they must 
pick the right direction toward which their team or organization should 
move. And third, they must get the entire team or organization moving in 
that direction to execute against that designated goal. Most people associate 
leadership disproportionately with the first element: inspiring the group. 
They think of charismatic leaders like Steve Jobs delivering lofty speeches 
that blow people away and motivate them to perform. In truth, mobilizing 
people is only about 5 percent of the leader’s job. The best leaders dedicate 
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almost all of their time to the latter two elements: making great decisions 
and executing consistently with those decisions.

Leaders at Honeywell wouldn’t have known a good strategic decision if 
it bit them in the leg, because they weren’t putting in the time to understand 
their businesses and to regard them critically. To remedy this problem, I 
spent a great deal of time defining what it meant to make decisions in an 
honest, informed, deliberate way. The first and best way to do that, I real-
ized, was to model the process of critical inquiry myself. I’d make it clear 
that, yes, we were going to push ourselves to achieve two conflicting goals 
at the same time. But rather than simply dictate these goals, I’d start team 
members down the path to making a sound decision, asking them critical 
questions about their businesses and prompting them to generate creative 
solutions.

The conversation I had with Rich in Aerospace was typical. Rather 
than listening passively to a presentation, I’d interrupt— firmly at times, 
but politely— with questions about the business. I would pose key questions 
to teams in advance of our meetings for them to ponder. Listening closely to 
their answers, I’d follow up with still more queries, and make it clear when I 
wasn’t satisfied. Was I aggressive, demanding, maybe even a little (or more 
than a little) annoying? Absolutely. But, as the old saying goes, progress 
occurs because of the irrational demands of general management. I firmly 
believe that. Leaders must be demanding of their people, otherwise they’ll 
achieve only marginal results. People and organizations are capable of far 
more than they think possible. At the same time, leaders don’t have to be 
nasty about it. I always tried to pose my questions courteously, remember-
ing how as an employee I responded better when leaders showed me respect 
rather than telling me that I was wrong or barking out an order.

Day after day, meeting after meeting, I’d politely but persistently inquire 
about key elements of the business. Sometimes people took my politeness 
as a sign of weakness. When they did, I corrected that impression. Others 
reacted negatively to all of my questions. Over time, they either developed 
more intellectual rigor or left the company. Good leaders enjoyed sparring 
with me, even if they found it taxing.
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In 2006, I met several times over the course of a year with several senior 
leaders in our aerospace business tasked with improving the business unit’s 
software development efforts. For weeks before these meetings, the team 
researched questions I posed to them. Tim Mahoney, then Aerospace’s chief 
technology officer and now Honeywell’s senior vice president of enterprise 
transformation, remembered how at our first session together I pumme-
led them with follow- up questions for five hours. We talked through the 
nuances of the technology the software developers were using, the finan-
cials, and the talent his team was deploying. “Yes, it was fatiguing,” he said, 
“but it was also exhilarating.” When he left the meeting, he remembered 
being “even more excited about what we were going to achieve” than he had 
been when the team had walked in.1

N O  M O R E  F U Z Z Y  T H I N K I N G

In challenging other leaders intellectually, I strove specifically to push them 
beyond the incrementalism that usually exists inside organizations— the 
tendency to consider the short- term implications of a decision exclusively 
and to ignore the long term. When leaders were thinking of adding capacity 
to an existing high- cost plant, I would ask them why they hadn’t considered 
establishing a new presence in a low- cost, high- quality location. “Well,” they 
said, “it’s less expensive to simply build on to our existing plant.” Taking 
this particular short- term business situation in isolation, that might have 
been true. But when you considered how establishing a new presence else-
where might pave the way for future expansion, it actually might have made 
more sense to pay a little more now and build in a potentially lucrative new 
market.

Likewise, when leaders assessed which parts of their business were core 
and which were susceptible to outsourcing, they tended at first to regard 
95 percent of operations as core. When we dug into it, we found they defined 
some operational areas that way simply because they regarded it as too 
expensive for the company to outsource those areas. They failed to consider 
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the broader, long- term picture: the cost of managing these parts of the busi-
ness, the physical buildings required, the reduction in our ability to adapt 
to economic change, the cost of continuing to invest in these parts of the 
business, and so on. Factor in these hidden, long- term implications, and the 
cost equation often looked very different, making it far more desirable to 
outsource these supposedly core areas (in my experience, organizations can 
generally outsource between 30 and 70 percent of what they do).2

As CEO, I pushed leaders to think more deeply about the complex, long- 
term picture in every decision they faced. Further, I challenged them to think 
carefully about what might go wrong. It’s so easy to discount low- probability 
events in decision- making, even though these events might prove disastrous 
if they do occur. By considering the downside more aggressively, our teams 
often illuminated important issues we might otherwise have missed.

You might wonder how much thinking is too much. It depends on the 
business and the type of decision. Long- cycle businesses have a tendency 
to turn even simple decisions into projects. Short- cycle businesses tend to 
move quickly, proceeding with only a superficial understanding of issues. 
In encouraging leaders to think more carefully before deciding, I sought to 
make them aware of their intellectual tendency as either a short- or long- 
term business. If the consequences of a decision were minimal or reversible, 
they might have spared some of the analysis and erred on the side of making 
a quick decision. Otherwise I asked them to take the time they needed to 
wallow in the details before deciding.

Take Your Three Minutes

While reading a book about the construction of the Panama Canal, I came 
across an anecdote about the project’s chief engineer, whose math teacher 
used to say, “If you have five minutes to solve a problem, use the first three to 
figure out how you’re going to do it.” I repeated this story within Honeywell 
in an effort to get people to slow down and think about problems a bit more. 
On one occasion leaders of our Aerospace business unit were considering 

WinningNowWinningLater_1P.indd   13 2/6/20   1:33 PM

COPYRIG
HTED - D

O N
OT D

UPLIC
ATE



W I N N I N G  N O W ,  W I N N I N G  L A T E R

14

whether to proceed with a possible acquisition. At the end of the meeting 
I asked the team if they really wanted to go ahead with the deal and if they 
could guarantee the results. Most of the team said yes right away, but the 
head of Aerospace at the time, Tim Mahoney, said, “I’d like to take my three 
minutes. Can I get back to you Monday?” I loved that response and readily 
agreed. Tim pored through the details of the deal yet again, taking the time 
to identify additional opportunities, and decided to proceed. We spent $600 
million acquiring that company. About five months after the deal closed, Tim’s 
team landed a $2.4 billion order we hadn’t included when valuing the com-
pany. That extra three minutes really paid off!

P U S H I N G  O T H E R S  M E A N S  P U S H I N G  Y O U R S E L F

Asking our leaders to make decisions in a more rigorous way meant that I 
too had to put in more work. Not only did I spend time in advance of meet-
ings generating some key questions for teams, I also informed myself about 
the particular businesses involved, as well as broader trends affecting these 
businesses. During my fifteen years as CEO, I traveled to plants and custom-
ers in about a hundred countries to better understand our operations and 
the challenges they faced. Back at our headquarters, I read five newspapers 
a day as well as key business publications and books and magazines on a 
wide range of topics. I met with a variety of people— CEOs from outside our 
industry, financial types, investors, policy- makers— to understand how they 
were thinking about emerging trends. I also spent time during my blue book 
exercises sitting alone in my office thinking about our businesses. I posed 
questions to myself and tried to answer them, and I reflected on external 
trends affecting our markets, pondering how our businesses might have to 
adapt.

In keeping myself informed, I took it upon myself to develop a cer-
tain amount of functional expertise. Throughout my tenure at Honeywell, I 
would read up on diverse subjects such as information technology, law, and 
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social media. I knew trends in these areas were affecting our businesses, so 
I wanted to be able to talk about them. I hardly became an expert, but the 
questions I asked prompted team members who were experts to think in 
new and creative ways. Because they knew I’d be asking hard- hitting ques-
tions, they had to be ready to explain their business ideas to me in simple 
ways that even a layperson could understand— an exercise that forced them 
to refine their thinking. Simplicity and concision are tough. The French 
philosopher Blaise Pascal famously noted that he’d written a long letter, 
having lacked the time required to write a shorter one.3 As I believe, if you 
can’t convey a thought clearly and in few words, then your comprehension 
of it is probably lacking.

My efforts to inform myself in diverse fields also prompted nonexperts 
on our teams to read up on them. If the gray- haired CEO knew enough 
about the Internet of Things (IoT), say, to be dangerous, our senior execu-
tives in legal, HR, or operations needed to as well. Otherwise they would risk 
looking uninformed during our conversations.

A L I G N I N G  T H E  O R G A N I Z AT I O N  A R O U N D  T H E  S T R AT E G Y

Rigorous and informed decision- making is one thing, but it’s not enough. 
Just because a leader makes a decision doesn’t mean anything will happen. 
To achieve long- and short- term objectives at the same time— or any other 
two seemingly conflicting goals— leaders also have to take a rigorous and 
informed approach to execution. Too many leaders get lazy around execu-
tion because they feel it is beneath them. “That’s why I hire good people,” 
they say. “It’s their job to keep track of the operational details.” Leaders 
also believe they shouldn’t try to micromanage the business. As they see it, 
people further down in the organization need a sense of autonomy in order 
to thrive, so leaders should delegate and get out of the way.

Delegation and trust are of course vital— you can’t do everything your-
self, and you shouldn’t try. That said, you don’t want delegation to verge into 
a total abdication of authority on your part. You must verify that employees 
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and the organization are actually executing as they are supposed to. I learned 
this lesson the hard way when I served as vice president of General Electric’s 
consumer service division, which fixed the company’s appliances for custom-
ers. The business was fairly sizable— about $500 million in revenues— but 
demand was decreasing because of improving product quality (people didn’t 
need to repair their dishwashers or washing machines as often), and our 
labor costs were too high. To improve the business, I embarked on a restruc-
turing plan (a decision I only made thanks to numerous field visits with 
customers, service technicians, and others). I also invested heavily in a big 
information technology project to improve how we scheduled our service 
technicians. Once in place, this project would significantly boost customer 
service while reducing our costs.

Since I didn’t know much about IT, I relied on our IT leader to keep me 
informed on how the project was going. Everything seemed fine— until one 
day, when the project blew up. It became clear that the system wasn’t going 
to work and that we had wasted millions in developing it. What a disaster. 
Ever since, I made a practice of keeping far closer tabs on important projects.

The idea that as a leader you can focus on strategy and delegate its imple-
mentation to great people is a fallacy. You don’t want to micromanage, and 
you do need to tailor the amount of oversight you give to the leader in ques-
tion.4 But time is limited, and faced with urgent priorities, even the most 
talented people will let difficult, longer- term projects slide. Leaders must get 
out in the field to confirm that these projects are actually happening. They 
also must make sure the “machinery” works everyday— that employees have 
the tools and processes they need to execute their decisions, and further, that 
they’re working hard to improve these tools and processes.

Part of the intellectual discipline I instituted for leaders at Honeywell 
was remaining well- versed in the executional details. I made it my job to 
understand reality on the ground, in large part, as mentioned, by getting 
out there and talking to frontline staff, but also by talking to managers a 
couple of layers down from me to get their opinions on key business issues, 
and by routinely querying my team members about how we were executing 
and how we might do things better.
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T H E  L E A D E R  A S  P E R F O R M A N C E  C O A C H

Staying informed on execution isn’t just about holding people accountable. 
By asking probing questions, I was also serving our leaders as a performance 
coach, keeping them focused on operations and giving them an intellectual 
framework they could use to solve specific problems. It’s easy for a leader to 
say, “We need some new products. Here’s some money. Go do it.” But think 
of the benefit when a leader challenges people to think about how they’re 
going to innovate so that they don’t just fund a bunch of screwball projects. 
How will they set up ideation to ensure that lots of good ideas are generated? 
How will they determine which new product ideas to fund and which to 
jettison? Who will they assign to product development so that the organi-
zation takes it seriously? What will they do to ensure that technologists are 
interacting with the marketing team so that the market actually wants these 
new products? How will they understand the user, installer, and maintainer 
experience? Will a product manager own the product or service from the 
beginning to ensure that the introduction doesn’t get bogged down?

In posing such questions, I was giving leaders the benefit of my expe-
rience, alerting them to the kinds of operational issues they would likely 
encounter when undertaking specific projects. During my career, I had 
learned firsthand why manufacturing processes went awry, or why organ-
izations typically struggle with transformations, or why pricing increases 
didn’t hold. Reflecting on my own successes and failures, I had developed a 
practice of asking questions in various situations as they arose so as to avoid 
my previous mistakes. By posing these questions to team members rather 
than providing easy answers, I helped them understand their business better 
and put them in a better position to execute, leaving it to them to come up 
with answers that would work in their specific situations. Hopefully, the 
time and effort I spent would increase the odds that team members would 
succeed.

WinningNowWinningLater_1P.indd   17 2/6/20   1:33 PM

COPYRIG
HTED - D

O N
OT D

UPLIC
ATE



W I N N I N G  N O W ,  W I N N I N G  L A T E R

18

T I G H T E N  U P  Y O U R  M E T R I C S

As part of our intellectual discipline around execution, I insisted leaders 
apply a new scrutiny to metrics. When I arrived at Honeywell, every one 
of our plants had quality and delivery metrics that looked great. When we 
probed a bit, we learned every plant excluded harmful data that leaders didn’t 
feel represented their performance very well. Consider, for instance, our 
measurement of on- time delivery of products to customers. If a certain per-
centage of customers placed their order outside of a plant’s established lead 
time (how long it needed to deliver a product after an order was placed), or 
if their order hadn’t been entered properly, these customers might not have 
received the product on time. And yet the plant in question still would have 
reported a 99-percent on- time delivery result. It would have excluded these 
orders from the measurement, reasoning that these weren’t plant issues. 
Managers looking at this data in an attempt to understand our execution 
would have thought customers were entirely happy, even when a significant 
percentage weren’t.

Problems such as these were endemic, so to fix them we audited meas-
urement systems at every plant. I also prodded leaders to look closely at the 
metrics their teams were giving them and to ensure that they were building 
the right metrics into every operational plan they developed. I pushed them 
as well to look beyond the metrics in monitoring execution. Many people 
will say what gets measured gets done, but that’s not necessarily true. If you 
measure something, the metric will get better, but the underlying perfor-
mance might not improve at all. People will do whatever it takes to get the 
metric where it needs to be, losing sight of the business intent underlying the 
goal. It becomes “compliance with words,” as I like to say, not “compliance 
with intent.”

As leaders, we couldn’t take performance as indicated by the metrics for 
granted. We had to review operations rigorously to make sure improvements 
in metrics reflected real improvements in the underlying processes. Often 
we looked to put balancing metrics in place to ensure that one metric didn’t 
improve at the expense of other, critical parts of the business. In reducing 
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the cost of functions like finance, IT, legal, or HR, we didn’t want the support 
those functions provided across the organization to be compromised. So we 
conducted anonymous internal surveys to determine if customer service 
from those areas was improving.

Not infrequently, our insistence on rigorous metrics led to significant 
improvements. For years we had tried but failed to improve the diversity of 
our workforce. We had mobilized all of the “best practices” and had eked out 
short- term increases in the percentage of our employees from diverse back-
grounds in a given year, only to see those gains vanish soon afterward. Part 
of the problem was that we were forging policy at headquarters with only a 
limited knowledge of our workforce in local facilities. To remedy the situa-
tion, we created a sophisticated tool that combined our own data with data 
from the Department of Labor. The tool allowed us to track the availability 
of talent in local areas by job code, broken down by ethnicity and gender. 
Using this tool, we could compare diversity levels in particular plants and 
even in particular teams to the diversity in local talent pools. That allowed 
us to challenge managers who claimed, for one reason or another, they didn’t 
have access to well- qualified, diverse talent. We could hold local managers 
accountable in a whole new way, simply because we were tracking the data 
much more closely than we had been.

We also began to measure the opportunities a leader had to improve 
diversity by tracking what happened with new hires and with attrition. Were 
leaders doing enough to recruit and retain diverse talent who had come 
onboard? Every leader reported on his or her progress in this area twice 
annually to myself and my staff. As a result of these efforts, we made steady 
progress year after year, rather than simply maintaining the status quo, as 
we had previously.

As I reminded leaders at Honeywell, execution matters much more than 
it seems. “The trick is in the doing,” I said. It was great to make smart, 
informed decisions, but the real substance of any decision was getting it 
done. Leaders everywhere had more or less the same knowledge. We read the 
same books and periodicals. We talked to the same people. We had access 
to the same consultants. To gain an advantage, we at Honeywell needed to 
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execute better, and that meant understanding our operations better, look-
ing for ways to improve, and putting those improvements in place. Leaders 
couldn’t stand on the sidelines. That was the old way. They had to get out 
there in the field, immerse themselves in what their teams were doing, mon-
itor progress, and hold people accountable. Then they had to use all of that 
executional knowledge they amassed to help inform their decision- making 
going forward.

T H E  B E A U T Y  O F  “ X ”  D AY S

You might find the prospect of modeling intellectual rigor for your team or 
organization daunting. How do you do it with so many demands on your 
time? For starters, I heartily recommend you dedicate time each month to 
learning about your businesses and engaging in unstructured thinking. It’s 
hard to think, read, and learn when endless meetings clog up your day. I 
developed a practice of sitting down with my calendar at the beginning of 
each fiscal year and asking my assistants, Lois Brown and Debbie Mendillo, 
to designate two or three days each month as “X” days, during which they 
wouldn’t schedule any meetings. I’d spend some of those days alone think-
ing about our businesses. On other X days I’d make impromptu trips to 
learn about our businesses or pay a surprise visit to a facility. I’d also desig-
nate twelve additional days as “growth days,” holding intensive sessions with 
leadership teams to help them think through various growth or operations 
initiatives. My staff had to hold these growth days on their calendars as well 
so that we didn’t have to reconcile our calendars in the event we wanted to 
schedule a meeting (team members got these days back to use as they pleased 
if we wound up not holding a meeting that included them). Sometimes I had 
to schedule meetings on an X day, but anticipating that this would happen, I 
set aside more of these days at the beginning of the year than needed.

On my regularly scheduled days, I made sure to free up as much time 
and mind- space as I could for thinking. If you haven’t gotten serious about 
tightening up your calendar, now is the time to start. Do you really need all 
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those meetings? Are there ways to minimize the length of essential meetings 
and still make progress? I am not against meetings— they are essential for 
leaders, not least because they help us bring facts to the surface and generate 
good decisions. At the same time, so many meetings are excessively long, 
unnecessary, and inconclusive. One of my favorite techniques is to require 
that teams provide me with a summary page at the beginning of the meeting 
or beforehand so that I could get the gist of the issue up front as well as the 
team’s recommendations rather than waiting for the story to unfold.

“ B R I N G -  U P  N O T E S ”  A N D  B L U E  N O T E B O O K S

To minimize the number of follow- up meetings required to resolve issues, 
and thus maximize the time on your calendar for thinking, I recommend 
ending every meeting by establishing the who, what, and when of any fol-
low- up actions. Just because a team reaches consensus on an issue doesn’t 
mean a decision will actually be implemented. Be clear what the follow- up 
action is, and when it comes to the “who,” never accept “the team” as an 
answer. You want the name of someone who will stay awake nights to make 
sure the required work gets done. On “when,” remember Parkinson’s Law, 
which says that work expands to fill the time allotted. Don’t be afraid to 
create tight timelines, because sometimes the culture demands them. In 
one instance, I asked a finance person when they could perform a task for 
me. Clearly not used to being asked, the person responded, “Two weeks.” 
Pointing to my watch, I said, “What time today?” The task was handed in 
by 5:00 p.m. that day. Sometimes organizations get used to telling time with 
calendars instead of watches, and it has to stop.

Also be sure to make the most of your unstructured hours between 
meetings. A great technique to try is what I call “bring- up notes.” In their 
capacity as managers, most leaders keep track of all the deliverables people 
owe them and when. Rather than waste mental energy thinking about all 
that, I wrote down each deliverable and the due date on a separate piece 
of paper at the end of a meeting and had my assistant file it. Every day she 
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handed me “bring- up notes” for items that had been due the day before. If I 
had already received the deliverable, I tore up the note. If I hadn’t, I started 
inquiring about when I’d receive it. With bring- up notes, I was able to keep 
everyone accountable, allowing myself more time, energy, and mental space 
to read and think. Bear in mind, this began in an era before smartphones. 
These days productivity apps and other software can serve a similar func-
tion for you, especially if you don’t have an assistant.

To help myself think independently, and to stay fresh in my job, I also 
got in the habit of keeping what I called my “blue notebook,” a place to col-
lect all of the new ideas and questions I came up with during the course of 
my free- thinking X days. Every six months or so, I’d take an X day and ded-
icate it to thinking about the company, investors, business trends, financials, 
people, and so on, jotting down my thoughts. Then I’d go back and review 
the notes I’d made on a previous X day. Did my new ideas on that day get 
implemented? If so, what had happened? Had others slipped through the 
cracks? If so, were they still valid and worth pursuing? As for the questions 
I’d posed myself, how would I answer them? Had any new evidence emerged 
in the interim? The process of working through my blue notebook— and my 
experience in general on X days— allowed me to break free of my daily con-
text and look at our businesses from something approximating an outside 
perspective. On numerous occasions, ideas I’d written in my blue notebook 
led to new business initiatives that made a difference to our businesses. Most 
notably, our major process improvement initiatives, Honeywell Operating 
System and Functional Transformation (which I’ll discuss at length in chap-
ter 4), came out of questions I posed during a blue notebook session.

S E E K  O U T  I N C O N V E N I E N T  T R U T H S

It’s also important, especially as you rise in seniority, to make sure you’re 
not just always thinking, but are constantly questioning your own decisions. 
In public, you have to convey confidence in the moves you’ve made because 
teams and organizations don’t handle uncertainty very well. But that doesn’t 
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mean you can’t question your decisions in private. It’s vital to do that. It’s 
also critical to avoid falling prey to your own confirmation bias. We all tend 
to pay more attention to evidence that supports what we already think and 
discount data that conflicts with it. The remedy is to systematically seek 
out evidence that negates your hypotheses or beliefs. Throughout my time 
at Honeywell, I would push my own thinking further by listening hard to 
people with opinions contrary to mine or who were bringing “inconvenient” 
data to a conversation. When I visited our facilities around the world, I 
would ask people open- ended questions about our operations, honing in on 
any evidence that conflicted with my presumptions. I would also ask trusted 
friends and colleagues what they thought about my decisions, knowing that 
if they saw flaws in my thinking, they wouldn’t hesitate to let me know.

I wish I could say I was perfect at questioning my own beliefs, but I 
wasn’t. One of my greatest regrets from my time at Honeywell concerns how 
we implemented Six Sigma, a well- known quality improvement methodol-
ogy.5 While we invested a great deal in the implementation, as I’ll describe 
in a later chapter, it didn’t work as well as it should have. From what I could 
tell at the time, the program was working fine. However, the signs of failure 
were there— I just didn’t pay much attention to them. If I had been more 
disciplined in my thinking, I might have prodded myself to proactively run 
various analyses for the express purpose of testing my beliefs. For instance, I 
might have compared our quality levels for new products at various facilities 
with what those levels had been ten years earlier or compared quality fore-
casted at the design stage with what actually happened. But I didn’t subject 
my ideas to this kind of scrutiny, and as a result, this initiative underper-
formed for years. Never rest on your laurels. Always challenge yourself, 
asking, “What if my hypotheses, assumptions, beliefs, or decisions are 
wrong?” If you really are right, you’ll feel even more confident about it. And 
if you’re wrong, you’ll get the prodding you need to push your thinking— 
and your business— in a new direction.

If you set an example of rigor in your own thinking, you’ll see a trickle- 
down effect, first among your direct reports and then among employees 
at lower levels. Because I demanded a lot of the teams that reported to me, 
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those leaders became used to thinking harder and preparing more for meet-
ings. “We knew we needed to do the work at a certain level of rigor,” said 
Kate Adams, currently general counsel at Apple and formerly our general 
counsel, “because it was going to be subjected to a potentially very searching 
set of questions about its validity.”6 Sometimes people need a bit of prodding 
in order to think more broadly or deeply. At one point we hired a new tax 
leader who gave a presentation saying there wasn’t much we could do to 
address a particular tax issue we faced. My response: “I could have paid 
someone a lot less to give me that answer.” He got the message, challenged 
himself to offer more probing analyses, and became a star performer.

M I N D  Y O U R  M E E T I N G S

You can take additional steps to get your people thinking harder and to 
shift the level of intellectual discourse among teams. Pay more attention 
to how you run meetings. Do you tend to dominate the conversation and 
dictate answers to your team? If so, you’re reducing the amount or qual-
ity of thinking that is taking place. The quality of your decision- making 
will decline, and you’ll miss a valuable opportunity to enhance your team’s 
critical thinking capacity. The same holds true if you reveal your own opin-
ions on the issues before you too early: team members will come forward 
with ideas they think you’ll like and will fail to share opinions they perceive 
as at odds with your own. As I like to say, it’s important to be right at the end 
of a meeting, not at the beginning.7 If you embrace that mind- set, you’ll do 
a lot less talking in meetings, and focus instead on getting others to report 
facts and air their opinions. That of course means controlling your own ego. 
If you struggle in this area, remember: as a leader you get measured on the 
quality of your decisions and the results they produce, not on whether an 
idea was originally yours.8
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Controlling Your Ego: A Lesson from My Dad

My dad was a strong, tough guy— he had served in the US Navy in World 
War II, had seen a lot of action, and had been wounded. When I was a kid, I 
spent a lot of time working at the service station he ran. One day business 
was unusually slow, and we sat together on the curb waiting for something to 
happen. Sure enough, a car came screaming in. My dad went over and offered 
up his usual cheery greeting. The customer got out of the car, and for the 
next five minutes proceeded to berate my father for something he had done. 
I watched, incredulous and convinced my father would sock the man in the 
face. Dad was not the kind of guy to be pushed around. Instead, he became 
extremely apologetic, saying over and over again, “I’m sorry, I’ll make it right.” 
The customer drove off in a huff, and Dad came back to the curb. We sat there 
as he stared off into space— I sure wasn’t going to say anything. Dejectedly, 
he said, “Dave, sometimes in life and in business, you have to put your pride 
in your back pocket.”

That moment has always stuck with me. To be effective as leaders, we 
all have to put our egos to one side at times, no matter how tough or strong 
we might be.

At Honeywell, I would try to lead teams through an issue by posing a 
series of questions, seeking purposely to encourage a diversity of opinions 
(as the saying goes, if two people always agree, only one is thinking). When 
people made statements that ran counter to what I was thinking, I pushed 
them to develop those arguments to the fullest. When they articulated a 
view that conformed to my thinking, I held my tongue and didn’t rush to 
agree with them. I let the conversation run its course, making sure to really 
listen. Too often people tend to think about what they’ll say next when some-
one else is speaking. I developed a practice of listening all the way through 
and waiting three seconds to respond— it’s amazing how that small change 
allows you to really hear what someone is saying . . . or not saying. I also 
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registered the body language and facial expressions of others around the 
table, seeking valuable clues on whose opinion to solicit next.

As conversations unfolded, I did my best to draw out everyone present, 
including introverts who might have been struggling to participate. In so 
doing I tried to remain mindful of the specific situation I was confronting as 
a leader, and tailored my questions or comments accordingly. Many leaders 
tend to evoke the same persona in every meeting, but that’s a mistake. In 
one meeting you might need to come across as angry, in another pensive, 
in another friendly. It depends on what you’re trying to accomplish. Also, if 
you do get angry, it’s important not to let that frustration carry into the next 
meeting, as some leaders do, since the team there had nothing to do with 
the problem that upset you.

Once all the ideas were on the table, I went around and asked each par-
ticipant what decision they would make if they were me. To avoid junior 
employees from echoing what their bosses said, I started with the most jun-
ior people and continued until I’d heard from the senior- most person. Then, 
and only then, did I share the decision to which I’d come. I’d explain my 
thinking in some detail. That way people would understand my thought pro-
cess and would be better able to apply it to other decisions they might face.

To maintain the quality of our conversations, I made it clear we rewarded 
results, not effort. Too often individuals and teams want credit for working 
a hundred hours a week, irrespective of whether they actually accomplished 
anything. They confuse activity or effort with results, in the process dis-
tracting others from focusing on results and the actions required to achieve 
them. When people in my meetings tried to get credit for effort, I would 
always say something along the lines of, “That’s interesting but irrelevant. 
If there is no result, there is no story.” That might sound harsh, but it’s how 
the world works. I needed our people to understand that reality if we were 
to make quality decisions and execute well on them.

I also required people to back up their arguments with data to the extent 
possible. In one memorable meeting, members of our HR Benefits team kept 
arguing against a proposed change, prefacing their opinions with the words 
“I feel.” I ended the meeting by saying that if this decision came down to 
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feelings, mine would win and we’d go with the proposed change. Not only 
did they bring supporting data to the next meeting (which, by the way, sup-
ported my feelings), but the leader of the group, Brian Marcotte, provided 
me with a CD containing ten songs about feelings. The message about data’s 
importance reverberated throughout the HR organization, a welcome devel-
opment in a function that often neglected it.

A final way I tightened up meetings was to discourage people from com-
ing to my office afterward to tell me what they “couldn’t say in the meeting” 
on account of who was in the room. What kind of leader would I be if I 
suddenly changed my opinion based on statements from the last person with 
whom I spoke? When people did come to me after meetings, I explained 
that because they lacked the guts to speak up, we had just wasted an hour 
of everyone’s time and would now have to reconvene so that everyone could 
hear this new input. I only had to do that a couple of times before this balo-
ney stopped.

Beyond the standard meetings I would hold, I sometimes found it nec-
essary to lead teams through special exercises to spur their thinking around 
particular subjects. Even the best teams get stuck intellectually, and as CEO, 
I took it upon myself to perform some shock treatment and force a produc-
tive conversation. On one occasion I had asked the purchasing team in our 
Aerospace unit to provide me with a long list of ideas we could adopt over 
time to cut costs. Months passed, and after repeated requests on my part, 
they were “still working on it.” Having had enough, I ordered team members 
to cancel all of their meetings for the rest of the week. The next morning they 
were going to go into their conference room at 8:00 a.m. and stay there all 
day until they had analyzed $1.5 billion in current costs and came up with 
ideas for aggressively saving money in these areas. If they hadn’t generated 
these ideas by 5:00 p.m., they’d come in the next day to continue thinking 
on it. It wound up taking them two days, but they came up with the ideas. 
They just needed a little friendly encouragement from me.

When teams were struggling to envision a potentially different future, 
I would use a different technique, what I refer to as my “White Sheet of 
Paper” exercise. The name says it all: I asked teams to take a step back and 
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reimagine their businesses from scratch. Often when teams have trouble 
creatively it’s because their thinking is overly constricted by reality as they 
know it and they can only think of ideas that derive from the existing reality. 
To have a more productive discussion, they must become reanchored to a 
different position. I’d ask them to take a day and pretend they could build 
their business, process, or product from scratch. What would it look like? 
How would they design it? Usually suspending reality broke the logjam and 
allowed people to think of a future that was very different from the present.

In one instance, one of our union factories was struggling to redesign 
their inefficient work rules, all forty- three pages worth. Using the White 
Sheet of Paper exercise, they were able to pare their work rules down to only 
three pages, redesigning the work environment to be far more flexible and 
efficient. Once teams specify both their present position and desired desti-
nation, it becomes much easier to lay out the logical steps, the resources the 
team will need, and a realistic timeline for getting there.

I N S T I L L  A N  I N T E L L E C T U A L  M I N D -  S E T

In organizations beset by short- termism, leaders often fail to invest suffi-
ciently in research and development, process initiatives, and other growth 
programs. Spending there detracts from the quarterly numbers, and the 
returns don’t show up until many quarters, or even years, later. When I 
arrived at Honeywell, our businesses had been shorting research and devel-
opment spending and other potential growth initiatives for years. We needed 
to pump up that spending, but many leaders weren’t certain how we could 
do that while still delivering the short- term results we needed.

As I’ll describe in chapter 7, it turned out that we could deliver short- term 
results and plant seeds more productively for the future. In our aerospace 
business, for instance, we had traditionally taken a mindless approach to 
research and development, developing new products for as many new air-
craft models as we could, with little analysis of how lucrative these platforms 
would wind up being. Some of these investments paid off; some didn’t. Now, 

WinningNowWinningLater_1P.indd   28 2/6/20   1:33 PM

COPYRIG
HTED - D

O N
OT D

UPLIC
ATE



B A N I S H  I N T E L L E C T U A L  L A Z I N E S S

29

for the first time, we began performing a marketing segmentation analysis, 
ranking potential R&D programs for their market potential. We focused 
our spending accordingly, investing only in products for the big platforms 
that were most likely to pay off for us. That represented a cost savings, so we 
took those extra dollars, as well as some extra income generated from better- 
than- expected sales, and directed them toward what we called “short- cycle” 
product introductions— smaller investments that would result not in a new 
product per se but in incremental enhancements to existing products and 
services that would generate more sales now.

Overall, we took the same research and development budget and 
allocated it more efficiently, in a way that would deliver both short- and 
long- term results. The big new product development projects would take 
years to show a return, but the short- cycle product introductions (along 
with salespeople to support them) would deliver returns more quickly. The 
strategy worked. Within a couple of years, short- cycle product development 
began generating revenue, and today it is a highly profitable, billion- dollar 
business. Over time, our long- term investments also delivered big for us. 
We won 75 percent of the new programs we went after, instead of just half 
of them, as we had previously.

The quality of thought in a team or organization matters. If you want 
a business that performs both today and tomorrow, you need to take apart 
your business and put it back together again so that it works more efficiently 
and effectively. That means instilling an intellectual mind- set, spurring 
your people to think harder about every business decision they face. Set 
the standard for intellectual engagement. Demand that your people pursue 
two seemingly conflicting things at the same time. Make it your mission 
to understand the nuances of your businesses so that you can shape and 
guide your teams’ intellectual inquiry. Allocate your time thoughtfully; 
don’t become a victim of your calendar. Carve out time to read, research, 
and think. Turn your meetings into vigorous, instructive debates. As you’ll 
find, performing today and tomorrow is hard, but it’s not impossible. You 
just need to put your mind to it. You need the right mind- set.
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Q U E S T I O N S  T O  A S K  Y O U R S E L F

1. What level of intellectual discourse prevails in your team or organ-
ization? Be honest! Do you have the discipline required to pursue 
short- and long- term goals simultaneously?

2. How much time do you really spend thinking? Do you organize your 
calendar to ensure that you have blocked out enough time, or are you 
a victim of your calendar?

3. Are you implementing the three aspects of leadership to the fullest, 
or do you spend a disproportionate amount of your time focusing on 
motivating or inspiring others, which should comprise just 5 percent 
of the job?

4. Do you engage intellectually during presentations, or are you taking 
in the proceedings as you would a Broadway show? Are you training 
your people to think critically and push hard to pursue conflicting 
goals?

5. Are you using meetings as opportunities to debate pressing issues in 
a rigorous way? Do you just bark an order, or do you take the time 
to run people through a series of questions to help structure their 
thinking? Do you push others to articulate their ideas and the logic 
behind them and reserve your opinions until the end?

6. Do you strive to understand the drawbacks of a proposed decision, 
asking, “What could go wrong?” Do you solicit input from every par-
ticipant, even if it conflicts with your beliefs or the team’s consensus? 
In deciding how extensively to debate an issue, do you differenti-
ate between decisions that might have minimal consequences (thus 
potentially requiring less debate) and those that might produce 
extreme consequences (thus requiring more debate)?

7. Do you challenge yourself and others to think about execution, or 
are you content being a strategist? Are you delegating, or abdicating? 
Do you get out in the field enough to understand what’s happening 
in operations, with your customers, and with other aspects of your 
business?
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8. Can you spot opportunities to reanchor your people using the White 
Sheet of Paper exercise? Where might you profitably accelerate 
progress by “locking people in the room” and requiring that they 
produce a solution?

9. Are you as alert as you should be to evidence that conflicts with your 
own ideas or beliefs? What initiatives aren’t working as well as you 
might think? Get out there and find out!

10. Are your metrics real, or are people massaging them in ways that 
yield a distorted picture?

11. Do you tend to listen to the last person with whom you’ve spoken, 
after they didn’t take the opportunity to speak up during a meeting?
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C H A P T E R  T W O

Plan for Today and Tomorrow

I f there’s anything we expect a public company CEO to know, it’s infor-
mation about the organization’s performance. And yet, for months 

after I became Honeywell’s CEO in February 2002, I had no idea how we 
were doing. This might be hard to believe, but as I noted in the introduc-
tion, the board had restricted my access to the numbers until I formally 
became chairman four and a half months later. They wanted me to “learn 
the business,” they said, and not “worry about our performance.” The 
outgoing chairman, my predecessor as CEO, would monitor whether we 
were meeting our financial goals.

As I would soon learn, our company’s performance was indeed 
troubling. Upon taking over as chairman on July 1, I asked the finance 
team for an updated estimate of sales and earnings per share (EPS) for 
the year (we had previously forecasted $2.36 EPS), informing them that I 
intended to take our numbers down to something we could feel absolutely 
confident about achieving. (Given Wall Street’s negative views of me, I 
felt it was really important that I made my first commitments.) During 
the third week of July, our corporate finance team informed me that our 
results were rolling up to earnings of $2.27 to $2.32 per share. I chose to 
take guidance to an even lower number: $2.25 per share. The finance 
guys were irate, saying I would disappoint investors and destroy our 
stock price. But I wanted wiggle room in case we performed worse than 

Plan for Today and Tomorrow
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expected. It turned out that these two extra cents per share weren’t nearly 
enough. In mid- August, finance sheepishly advised me that our actual earn-
ings for the year would be— get ready for this— only $2.05 per share. And 
that was with over half the year already booked. We basically had projected 
earnings for the second half to come in at $1.36 per share; now they would 
only be $1.05.

What!?
Despite my reputation for colorful language, I promised myself I 

wouldn’t put cuss words in this book, or at least not too many, but you can 
imagine my reaction. How could our second- half performance decline by 
over 20 percent in just a few weeks? The finance team blamed me, saying I 
had “let our businesses off the hook” and wasn’t demanding that they per-
form. That made zero sense. No action of mine could have possibly affected 
our sales or costs by 20 percent in just three weeks.

I needed answers, so I called the leaders of our four business divisions at 
the time: Aerospace, Automation and Control Solutions, Specialty Materials, 
and Transportation Systems. “What the hell was going on?” I asked. Their 
response: “Well, the financial goals we’ve been trying to meet were never 
realistic to begin with.” Apparently my predecessor and our finance team 
had generated these targets by some unknown process. The business leaders 
had complained that the goals were excessive, but finance had brushed off 
their concerns and demanded they formally adopt these numbers anyway. 
“Just get it done,” finance had told them. “Do whatever you need to make 
the numbers.”

I was angry, but not entirely surprised: I had seen signs of untramme-
led short- termism and a compromised strategic planning process a couple 
weeks earlier while attending my first “make the quarter” meeting. This 
regular gathering with finance heads had existed under my predecessor and 
was replicated at lower levels throughout the organization. The purpose of 
this meeting was for leaders to approve a list of actions the company would 
have to take, in finance’s view, to meet our quarterly goals. Perusing the list 
set before me, I saw that none of these actions strengthened the company by 
either increasing sales or reducing costs. Rather, the actions were one- time 
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transactions designed to make Honeywell more profitable on paper. Finance 
wanted us to sell a business so that we could book a one- time gain. They 
wanted us to change how we accounted for certain items so as to book more 
income. They wanted us to approve deals with vendors that were specifically 
designed to pad our profits that quarter.

Such actions were perfectly legal under prevailing accounting rules, 
but decidedly unwise. While these transactions had allowed us to meet our 
short- term commitments, they hurt us in the long term. Every quarter we 
felt pressure to find additional, potentially destructive solutions not just to 
make comparable numbers but higher ones, because we needed to show 
increasing profits. As time passed and our businesses degraded, the pres-
sure ratcheted up, and we’d become stuck in a destructive cycle of our own 
making.

To overcome an entrenched short- termism, it’s not enough to inculcate 
a mind- set of intellectual inquiry and honesty into the organization. You 
also must embed this mind- set and a commitment to both short- and long- 
term goals deep into strategic planning. Unless leaders at every level and 
in every part of the business know they must take planning seriously as an 
intellectual exercise, and unless they are oriented toward planting seeds for 
the future even as they reap today’s harvests, they’ll give themselves a pass. 
They’ll sign on to unrealistic, long- term goals that make them look good to 
their superiors, then take ill- advised shortcuts to make short- term numbers. 
It’s up to leaders at every level to define what a proper strategy looks like, and 
to give the organization the processes, funding, and analytic tools it needs 
to deliver results. This isn’t easy or glamorous work, but as we’ll see in this 
chapter, it must be done if you want your business to perform well years into 
the future while pleasing investors today.

C L E A R  O U T  T H E  U N D E R B R U S H

The first step to improving the planning function is to eradicate the quick 
fixes that keep people stubbornly focused on today at tomorrow’s expense. 
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A couple of weeks after my horrendous “August surprise,” our finance team 
happened to be convening a hundred of our top finance people from around 
the world. I attended and used the opportunity to put a stake in the ground. 
I informed these executives that from then on, we wouldn’t hold any more 
“make the quarter meetings,” nor would we perform any more transactions 
designed to deliver one- time gains and an earnings boost. I couldn’t yet 
identify all of these transactions across our businesses, but I let finance 
know I wanted all of this aggressive accounting off of our books, effective 
immediately, and I didn’t care what it cost us in income.

After that meeting, executives began alerting me to specific financial 
transactions that served primarily to help us make the quarter. Some of 
these deals, I discovered, were especially widespread. There was distribu-
tor loading, in which we offered our product distributors special prices or 
payment terms during the last week of the quarter so that we could close 
transactions and book the revenue. The practice pumped up earnings, but 
at considerable cost. Distributors learned they could get better prices from 
us if they strategically timed their purchases. Instead of buying from us 
during the first weeks of a quarter, they piled all of their purchases into the 
last week, receiving a discount or better payment terms. These large orders 
disrupted our businesses, because in order to fulfill them we had to inflate 
our inventories, hoping we had made products the market wanted, and then 
scramble to ship everything on time. In some businesses, 25 percent of the 
quarter’s sales occurred in the last week. And because we had to replicate 
the performance in future quarters to grow earnings, the problem worsened 
over time.

Another practice that helped us make our short- term numbers was pro-
viding so- called “ship sets” to customers. When selling products like aircraft 
wheels and brakes, we would package free product into the deal as an incen-
tive. We might offer to provide the first hundred ship sets or product units 
for free, accounting for those ship sets by capitalizing them, spreading out 
the cost over the next ten or twenty years. The cash would exit our busi-
ness at the shipment, but we weren’t recording any immediate expense for 
it. Today’s earnings would look great, while future earnings would suffer. 
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Executives regarded these ship sets as “free money” they could dispense to 
lure business. To them, it was free, even though the cash was going out the 
door. A few years later, their successor would have to work harder in order 
to make their numbers.

Similarly, businesses were capitalizing R&D expenses to bolster their 
current earnings. Since the brunt of these costs would be felt over years, 
leaders didn’t scrutinize the spending to ensure they were getting the best 
possible value from it.

Still another way we boosted short- term profits without regard for our 
future was to structure contracts so that vendors front- loaded their costs. 
To obtain our business, vendors would agree to pay us a fee up front. Our 
businesses would book this payment as income now, looking good on paper, 
but saddling the business with higher costs years into the future. In many 
cases, these long- term contracts hurt our businesses— we were locking our-
selves in, becoming overly dependent on a single supplier or overpaying for 
goods. And yet leaders would sign these deals because they helped them 
make the quarter.

We also sometimes sold off businesses not because doing so would help 
us develop and sell more products, but because our income statement would 
see a nice boost that quarter from the gain on the sale. In one instance, our 
Aerospace division sought to sell our Technology Solutions business, which 
provided services to government customers. When I examined the busi-
ness, I found that it was in a decent position relative to some of our other 
businesses, and that with some investment on our part, we could grow it 
considerably over the next several years. We backed away from the sale, 
electing instead to operate and scale the company. Over a decade later, when 
we thought the business had peaked, we sold it and booked a much larger 
gain. By offsetting that gain with additional restructuring, we ensured that 
none of it fell through to income and could put it instead toward improving 
our long- term outlook.

At that initial meeting of global finance executives, I made myself clear: 
none of these common transactions were fair game any longer. No more dis-
tributor loading. No more capitalized ship sets or R&D. No more one- time 
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business sales for the sake of booking gains. And while we were at it, no more 
stretching payments to suppliers beyond our agreed- upon terms at the end 
of the quarter. No more selling receivables at the end of the quarter just to 
make cash flow look better.

The outcry from corporate finance was swift: How could I do this? If we 
implemented all of these transactional reforms to discourage short- termism, 
our earnings would decline, investors would sell our stock, and its price 
would tank. But I wasn’t backing down. We had to scrub our books and 
practices so that they reflected the reality of our underlying businesses. We 
also had to shake our executives out of their blinding fixation on quarterly 
results. Only then could we make planning decisions that supported long- 
term growth.

It took us eighteen months to do away with all of the aggressive and 
unhealthy accounting practices. On a number of occasions, leaders requested 
permission to complete a transaction that wasn’t in our best long- term inter-
ests but that would help them make their numbers. We declined every one of 
these requests, reminding leaders that if we allowed them leeway this time, 
they would be digging a hole for themselves, and feel even greater pressure 
in the future to pad the numbers. These were tough conversations— some 
business leaders and members of our finance team couldn’t stomach our 
rejection of short- termism. Ultimately, most came around, and those who 
didn’t were ushered out of the company. In 2003, we hired Dave Anderson 
from ITT as our new CFO. He strongly reinforced our message, making it 
clear he wouldn’t tolerate any end- of- quarter massaging of the numbers.

When communicating with investors, I acknowledged that our per-
formance would lag over the next year or two as we straightened out our 
business, but asserted that we’d rebound after that. Some investors believed 
in us during the early 2000s, while others shunned our stock, depressing 
its price by about 25 percent. That hurt, but we had to stand up for what we 
believed was best for the company while delivering at least some short- term 
results so that our stock wouldn’t go through the floor. Once we were run-
ning our businesses strategically rather than just pretending we were, our 
performance would track upward and shareholders would feel more bullish 
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about our company. As we’ll see elsewhere in this book, pursuing both short- 
and long- term performance requires a period of up- front investment, during 
which performance might lag for a little while. As a leader, you have to suck 
it up and make sure your investments pay off.

N O  M O R E  L A M E  P R E S E N TAT I O N S

Given what I’ve revealed about short- termism at Honeywell, you might won-
der if we had a formal strategic planning process in place. We certainly 
did. Each July our businesses made presentations to the CEO, with similar 
presentations taking place down through the ranks. These presentations 
were, in a word, bullshit. Leaders had no clue how they would run their 
businesses over the next five years, what big initiatives they would have to 
push to make their goals, or what changes in their industry they should 
anticipate, or better, lead. Rather than choosing goals thoughtfully, they 
picked ambitious targets they thought would please their bosses, without 
regard for whether the business could realistically achieve them. They might 
have factored in the benefit of downsizing, the introduction of new products 
or services, process improvement, or other cost- savings initiatives, but then 
didn’t include as an expense the funds to bankroll these initiatives because 
it would depress the outlook. To cover themselves, they threw around lofty 
language and piled on hundreds of pages of charts and tables, hoping to look 
smart. Without much critical analysis, leaders gave their blessings, leav-
ing the businesses to go execute whatever they wanted without follow- up 
or accountability. “Strategy,” such as it was, had no relevance. Operational 
considerations and making the quarter became daily concerns, with strategy 
fading to the background.

Former Pittway president and longtime Honeywell executive Roger 
Fradin remembered that many business leaders failed to take planning seri-
ously because they lacked basic knowledge about their market, customers, 
and competition. “General managers didn’t think their job actually was to 
spend time in the market with customers and salespeople,” he said in an 
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interview. “They also were not in their jobs for very long,” as it had become 
the norm to rotate general managers to new jobs every two years or so. In 
this context, “the plans were viewed as, ‘I got a day in the front of the CEO 
of the company. I’m going to tell a story that they’re going to find attractive. 
Then I’ll get back to delivering the same old lousy numbers I was planning 
to deliver. Or maybe I’ll come up with some ideas for a one- time special.’ ” 
When the day of reckoning arrived, leaders felt confident they wouldn’t 
be around to take responsibility.1 “There was no integrity to our planning 
process back then,” Fradin said. “It was total BS.”

One of my top priorities as CEO was to eradicate the BS and reinvent 
planning. Every year, starting in 2003, I required teams presenting to me 
to write a three- to- four- page executive summary that highlighted the basic 
plan. That document would allow us to cut through the pages of obfuscat-
ing charts and bullet points. I scrutinized every word and phrase in these 
summaries and other key parts of these plans. As Fradin recalled, the plan 
for his business, which accounted for roughly $15 billion in revenue, was just 
under a hundred pages long. Even so, when he presented it to me, I spent our 
entire meeting analyzing the opening charts. The message was clear: “If you 
say something, back it up with facts. If you don’t know, don’t bullshit. Just 
say you don’t know.”

When leaders tried to pretend they knew more than they did, I 
called them on it. A team would regale me with long lists of “competitive 
strengths”— an obvious red flag. A strong business is lucky to enjoy a couple 
of key advantages over its peers. These lists were just a bunch of words 
strung together. “Our competitive strength is our people,” one executive 
told me. Oh really. Yes, having good people is a competitive advantage. But 
when we looked, for example, at our business supplying fluorines to cus-
tomers, did our superior talent pool comprise our primary advantage, or 
was it the patents we held on certain fluorine molecules? Did we have data 
showing that our people were better than our competitors’? Confronted with 
questions like these, leaders often admitted that their supposed competitive 
strengths were traits their competitors also possessed, leaving us without a 
clear advantage in customers’ eyes.
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As I probed deeper into the realities of our businesses, I startled leaders at 
times by advocating radical change. In July 2004, the leader of our $3 billion 
chemicals business (our Performance Materials and Technologies business 
unit) argued that the organization couldn’t possibly grow any further or 
become more profitable, as it was already placing in the top 10 percent of its 
peers. I asked how big the chemical industry was. The answer: $800 billion. 
Meanwhile, their business accounted for only $3 billion of that. Couldn’t 
they find even a small piece of that $797 billion to claim for themselves? Of 
course they could.

In another instance, I asked leaders of our Specialty Materials business 
unit to create a chart that ranked each of the businesses they ran according 
to their profitability. Investors at the time were pressing us to sell this entire 
business. I disagreed. While Specialty Materials as a whole was underper-
forming, some of its component businesses were delivering well for us. Why 
should we sell them off, giving another company’s investors the payoff for 
work we could accomplish ourselves? When I saw the chart our leaders had 
prepared, I drew a line through the middle of the page. I told the leaders: 
“All of these businesses to the right of the line, I want you to dispose of. All 
the ones to the left of the line, I want you to keep and build.” The executive 
overseeing Specialty Materials protested, claiming they had been brought in 
to run a $3.5 billion business and double its size, and my cuts would shrink 
the business down to $2 billion. “I’m sorry about what you were told,” I said, 
“but we’re never going to grow with this existing portfolio. These business 
to the right of the line— they don’t have any real competitive advantages. So 
get rid of them.” Once this executive had a solid, albeit smaller portfolio of 
businesses to run, we made real headway generating growth.

As more leaders began analyzing proposed strategic plans critically, 
our plans became much sharper, more realistic, and more successful. Our 
sensors business (part of our Automation and Control Solutions business 
unit) manufactured a range of products within two broad categories that 
generated roughly equal amounts of revenue: electromechanical sensors 
that employed both electronic circuits as well as switches or other mechan-
ical parts, and sensors that used only electronic circuits. The latter was 
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cutting- edge technology that the business leaders felt would take over the 
market. During the early 2000s, we were investing almost all of the busi-
ness’s R&D on developing electronic sensors, even though that category 
only accounted for half of the business unit’s sales and none of its income. 
Meanwhile, we were investing almost nothing to refine and update our elec-
tromechanical sensors, sales of which were also growing and contributing 
half the revenue and all of the income. The strategy seemed to make sense— 
preparing for the future and to avoid being disrupted. But something didn’t 
sit right to me, so we asked our business leaders several questions. How 
long had it been since we began forecasting the decline of electromechanical 
sensors? Was the electromechanical industry really in decline, or was the 
outlook more positive than we had thought? Finally, what would it take to 
make money in electronic sensors?

Leaders responded that we’d been forecasting the demise of electro-
mechanical sensors for a long time, that they didn’t know if that industry 
segment was still growing, and that they’d have to take a look to figure out 
what we’d need to do to make money in electronic sensors. Their analyses, 
presented during our next scheduled Growth Day, turned up two interesting 
findings. First, our legacy electromechanical sensors were hardly a dying 
business, as our leaders had presumed. Demand for these products contin-
ued to grow about 3 to 4 percent per year. And second, our R&D spending 
on electronic sensors was unfocused. We were throwing money at an array 
of potential end markets rather than thinking hard about which ones would 
most likely create value for us. We decided to reallocate a good chunk of 
R&D spending to creating innovative electromechanical devices, and to 
limit our spending on electronic sensors to just a few end markets, like the 
medical industry, where we could claim a true competitive advantage. Years 
later, this revised strategy helped make our sensors business extremely prof-
itable, taking us from just a 5 percent margin to over 20 percent.
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M A K E  S T R AT E G Y  PA R T  O F  L E A D E R S ’  D A I LY  W O R K

Beyond our uncompromising stance toward presentations, we took steps to 
make our planning process itself more regular and substantive. By setting 
aside growth and operations days for myself (see chapter 1), I created time 
in my schedule as well as in that of my staff to hold follow- up consultations 
with our business leaders. These were one- to- two- hour- long meetings on a 
variety of topics, held every six weeks, and organized around presentations 
that were short (no more than ten pages long) and that contained up- to- date 
data on the business’s financial and operational performance. Our follow- up 
consultations forced leaders to gather and analyze data regularly throughout 
the year, since they now bore responsibility for reporting it to me. Strategy 
would no longer be a one- time annual event that everyone quickly forgot.

To further intensify this drumbeat of information, I asked the busi-
nesses to provide me with monthly reports on the Five Initiatives (which 
I’ll cover in more detail in chapter 5) that defined our overall corporate 
strategy: growth, productivity, cash, people, and improvement initiatives 
such as Honeywell Operating System (what we called “enablers”). I wanted 
leaders at all levels in our businesses thinking about their strategies in some 
fashion almost every week.

As Roger Fradin recalled, such focus helped his organization because it 
prompted everyone to pay more attention to their markets. “We were all over 
what was going on with our competitors every day in the market,” he said. 
“We were all over what was going on with our customers. I’m exaggerating 
by saying every day. But that was the culture. That was what the conversation 
was about.”

By checking in more frequently, we could also focus better on chal-
lenging, longer- term goals. Take our fluorines business. During the 1990s, 
we had invented a fluorine molecule called hydrofluorocarbon (HFC) to 
replace the hydrochlorofluorocarbons (HCFC) and chlorofluorocarbons 
(CFCs) that had been degrading the ozone layer. Used in industrial con-
texts as refrigerants, HFCs served as an excellent substitute because they 
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didn’t deplete the ozone layer at all. Unfortunately, they were 1,300 times 
more potent than carbon dioxide in their contribution to global warming. 
To stay ahead in the industry, we needed to create and patent yet another 
replacement agent that wouldn’t exacerbate climate change or deplete the 
ozone layer. That was a massive technical undertaking, requiring hundreds 
of millions of dollars in research and development spent over a number of 
years.

To assure that business leaders didn’t cut R&D funding over that time 
and that they continued to assign their best people to the effort, we held 
regular strategic update meetings in which we discussed the team’s efforts to 
date and any support the team needed. That oversight, along with an abso-
lutely superb technology effort, made all the difference, allowing us to make 
slow but steady progress. After five years of dedicated effort, we invented a 
breakthrough molecule called a hydrofluoroolefin (HFO) that, according 
to independent studies, had a global warming effect 20 percent lower than 
carbon dioxide. As a result of that invention and the long- term contracts 
we were able to secure, our fluorines business today is thriving and highly 
profitable, with sales of over $1 billion.

The monthly reporting updates on the Five Initiatives we required of 
various businesses also helped, again because they allowed leaders to stay 
engaged and hold teams accountable. Our government services business 
provided a range of technology- based services to law enforcement, the 
military, and other government agencies to help them monitor data in the 
field, communicate securely, track conditions and local facilities, and so 
on. Around 2005, this business had adopted a strategic goal of seeking out 
bigger contracts (over $100 million) with government agencies. Since the 
business wanted to expand in size, it seemed to make sense to pursue bigger 
contracts, and leaders were convinced we could execute on them.

Month after month, I’d read updates sent along by leaders of this busi-
ness. About eighteen months into the new strategy, it struck me that I hadn’t 
seen us land any big new contracts lately, so I asked our leaders to analyze 
results over the period. It turned out that we had bid on eleven contracts 
but had landed only one, and on this one we were already the incumbent. 
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That realization prompted us to reassess our strategy. We discovered that 
our customers didn’t believe we could execute on the bigger contracts, and 
that in any case, they found it overly burdensome to transfer their business 
from their existing partner to us. We changed our strategy, pursuing smaller 
contracts in hopes of winning a higher percentage of them. Before long, our 
business started growing again.

As I like to say, modifying a famous statement of Thomas Edison’s, 
“Business is 1 percent strategy and 99 percent execution.” Take the time 
you need up front to get the strategy right so that you can then get the exe-
cution right. In particular, when leaders present executive summaries for 
their strategies, have them highlight what has changed in comparison with 
previous strategies. Organizations that shift their strategy every couple years 
become directionless and ineffectual. By taking extra time to ensure that 
your strategy makes sense and spending just a bit of time on a daily basis 
validating it, your organization can spend 99 percent of its time executing 
instead of flailing.

C O N N E C T  O P E R AT I O N S  W I T H  L O N G - T E R M  G O A L S

In many companies, operations and strategy exist on different planes. 
Planning presentations take place in July, while operational budgets are 
formulated six months later, at year’s end. Often, it turns out, businesses 
have less money than anticipated to spend because in the intervening six 
months costs ran higher and/or some sales didn’t materialize. The business 
must then make short- term adjustments that can wreak havoc on long- term 
goals. As I recounted in the introduction, GE’s appliance business some-
times laid off thousands of workers on an emergency basis in November 
of a given year, all because profit estimates for the following year came in 
lower than anticipated. We’d scramble to get corporate to allocate money 
for us to perform these layoffs and restructure the business, a disruption we 
might have avoided.

At Honeywell, we asked business leaders to think not just about the 
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next five years when they presented strategic plans, as they traditionally 
did, but also to craft the following fiscal year’s plan. We began consulting 
in depth with business leaders about the next fiscal year’s strategy months 
before our July presentations. I did this casually, hopping on the phone with 
business leaders and sharing my strategic questions about their businesses, 
asking for their thoughts, and giving them my initial sense of what they 
should adopt as the following year’s financial targets. Prompted to think 
about their goals for the next year earlier, leaders could mobilize others in 
their businesses to consider operational steps required during the current 
fiscal year, not just over the next five years, to deliver on the strategy— the 
specific initiatives they would have to fund, the workforce they would need 
(including whether they would need people with specific technical skills), 
the marketplace trends that would impact their business, and so on.

When July arrived, their operational plans for the following fiscal year 
were much more substantive, and their projected strategic goals and five- year 
financial performance forecast more realistic. This made the operational 
budget in November easier to adopt and allowed us to avoid last- minute, 
“emergency” situations related to that budget. Additionally, during the stra-
tegic plan presentation, leaders would show a comparison of their several 
previous five- year sales and earnings forecasts with their business’s actual 
performance, gauging whether they had set and executed against the proper 
long- range strategic goals.

Business leaders initially disliked my focus on the next fiscal year. How 
could they possibly mire themselves in those details when they were still 
working hard to manage operations during the current fiscal year? I told 
them I assumed they would make their current year’s numbers, because 
they had thought long and hard about them before committing to them. 
That usually stopped them cold. Then I got them to see that thinking about 
next year’s operations now would help them succeed during the following 
year and on into the future. After all, the first priorities to lapse when a busi-
ness falls into a crisis are long- term investments. When November arrived, 
and our leaders had to lock in their budgets, I wanted them to be able to 
make their short- term numbers while still planting seeds for the future. 
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Ongoing operational planning guided by and infused with strategic think-
ing would prevent us from falling into a dynamic whereby “emergency” 
decision- making now made it harder in the future to achieve quarterly goals, 
leading to still more emergency decision- making and even fewer invest-
ments. By thinking ahead, we could pursue both long- and short- term goals 
simultaneously.

It took years for leaders throughout Honeywell to run their businesses 
at all times with long- and short- term perspectives in mind. I reinforced this 
approach constantly— at town halls, strategic planning meetings, annual 
operating meetings, training sessions, and other events. As I told people, 
succeeding in business often required them to do two seemingly conflicting 
things at the same time. We needed them to keep inventories low so we could 
save cash, but we also wanted to deliver for our customers. We needed to 
empower the people who worked for us, while also maintaining good con-
trols. And in both our long- term planning and operational budgeting, we 
needed to obtain results today while laying the groundwork for our future 
success. Little by little, by dint of sheer repetition, the message sank in. I 
would hear people talking about “doing two seemingly conflicting things 
at the same time” and feel like cheering. As we’ll see repeatedly throughout 
this book, driving change deeply into the organization requires consistency 
and relentless effort on leaders’ part. When it came to managing for today 
and tomorrow, I wasn’t giving in.

R E S T R U C T U R E  L I T T L E  B Y  L I T T L E

We’ve examined how to restructure the planning process, but what about 
the actual substance of strategic plans? The specifics will vary for businesses 
depending on their industry, size, market, and so on, yet one planning prin-
ciple applies universally to businesses, helping them achieve strong or at least 
acceptable results now while cultivating future growth. I call this principle 
“perpetual restructuring.” Traditionally, companies restructure their busi-
nesses periodically to cut costs, primarily through mass layoffs and closures. 
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Perpetual restructuring is a more gradual, moderate, and frankly humbler 
approach. Instead of slashing costs dramatically all at once, keep your fixed 
costs steady while growing sales year over year. Operate more efficiently, 
doing just a bit more each year with roughly the same resources you used 
the previous year. To achieve those efficiency gains, deploy a variety of 
smaller restructuring programs that support ongoing process- improvement 
initiatives. Push to get a bit better— more efficient, more effective, more 
innovative— each and every year. Over time, as your business grows, deliver 
part of the added profits to investors, but set aside a portion to fund addi-
tional investments in R&D, geographic expansion, process improvement, 
sales coverage, and strategic portfolio management (acquisitions, merg-
ers, and divestitures). When you realize one- time gains from the sale of a 
business or some other asset, invest those as well instead of using them to 
artificially inflate short- term profits.

The Magic of Holding Fixed Costs 
Constant While Growing Sales

In most businesses, variable margins run somewhere between 30 to 80 
percent. For every dollar of sales, between 30 and 80 cents goes to income, 
provided you hold fixed costs constant. If you allow fixed costs to increase, 
that margin gets chewed up. The chart below illustrates the impact. Just by 
holding fixed costs constant, we get 10 percent earnings growth instead of 
zero:
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In most businesses, labor comprises 70 to 80 percent of fixed costs. Every 
year wage and benefit increases alone could yield a 3-percent cost increase, 
assuming the headcount remains constant. That’s why process improvement 
initiatives are so important, and why you should always put good reporting 
systems in place to track revenues and labor costs. Leaders and organiza-
tions always push for more people. They often don’t examine what they could 
stop doing, do less of, or do better to make their existing staff more produc-
tive. Census constraints are thus vital to keeping fixed costs constant.

Perpetual restructuring won’t allow you to maximize quarterly results 
since you’ll always be investing some percentage of profits back into the 
business. But as time passes and those investments come to fruition, you’ll 
see additional and ever- increasing performance gains, which in turn enable 
additional investments. Growth becomes more robust, pleasing investors 
and allowing you to outperform competitors who haven’t been steadily 
investing. Once the long- term investment flywheel is turning fast due to 

FIXED COSTS CONSTANT
Year 1 Year 2

Sales 100 103
Variable Margin @40% 40 41
Fixed Costs 30 30
Operating Margin 10 11

10% growth

FIXED COSTS GROW WITH SALES
Year 1 Year 2

Sales 100 103
Variable Margin @40% 40 41
Fixed Costs 30 31
Operating Margin 10 10

0% growth
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your increasing annual investments, you can stop increasing the rate of 
investment. At that point, investors’ returns increase significantly because 
you can devote a greater portion of the income increases to them.

Most businesses don’t move from good to great— or in Honeywell’s 
case, from failing to great— all at once. They do it slowly, one year and one 
quarter at a time, in a disciplined fashion. Take our sensors business. By 
2005, a series of acquisitions had left the business with thirty- seven relatively 
small- scale (about five hundred employees each) plants around the world. 
Coordinating that many plants was unproductive, and we couldn’t deliver 
well for customers. Each plant also represented a considerable amount of 
fixed costs for us, including maintenance of the buildings, employee salaries, 
and the cost of running assembly lines.

I asked business leaders to imagine what their ideal production footprint 
would look like. After running through the White Sheet of Paper exercise 
described in chapter  1, they realized they could run the business quite 
well with only twelve plants. If we had taken a less thoughtful approach to 
planning, we might have decided to close all twenty- five plants all at once, 
swallowing a sizable restructuring charge in hopes of delivering short- term 
cost savings. We would have laid off thousands of workers simultaneously, 
unsettling the invisible processes at work that underpinned our operations 
(what is often called the “hidden factory”). We also would have temporarily 
disrupted customer service while transitioning to our new factory footprint.

Applying our perpetual restructuring philosophy, we spread our closure 
of these twenty- five plants over a decade, laying off just a few employees 
each year and gradually upgrading our production capacity. Along the way, 
our leaders improved a number of other areas, including R&D spending, 
as previously mentioned. All of this effort, managed while still delivering 
reasonably good quarterly returns, helped transform our sensors’ business 
from good to great.

We applied perpetual restructuring to all of our businesses and saw dra-
matic improvements in all of them. Traditionally, Honeywell Transportation 
Systems had manufactured turbochargers for diesel engines, serving cus-
tomers in the automobile industry. Leaders had resisted manufacturing 
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turbochargers for gasoline engines, feeling our technology afforded no 
great competitive advantage. In 2007, when a new executive took over the 
business, we made a move into gasoline turbochargers, reasoning that gas-
oline engines comprise half of the total market, and would continue to do 
so for the foreseeable future. But rather than embark on a crash course to 
develop gasoline turbocharger products, we applied the perpetual restruc-
turing philosophy and invested just a portion of our profits each year to 
R&D related to gasoline turbochargers. A decade later, we’re a major player 
in both diesel and gasoline turbochargers, claiming about 30 percent of the 
gasoline turbocharger market and generating an additional billion dollars 
in revenues. The business has done so well that we recently spun it off to 
shareholders as an independent public enterprise.

Stories like this have added up to sustained success at the enterprise level. 
Perpetual restructuring allowed us to boost our self- funded investment in 
research and development from 3.3 percent of sales in 2003 to 5.5 percent in 
2016. We also spent between $10 and $40 million each quarter on restruc-
turing (in addition to any one- time gains) to improve our processes. Sell- side 
analysts initially wondered when this restructuring would end, and they 
didn’t like our answer: never. One of Honeywell’s biggest investors under-
stood our approach, and good thing: over time we boosted our operating 
margins from about 8 percent in 2003 to about 16 percent in 2018, while 
almost doubling sales. Although Wall Street in 2002 had already thought 
of us as a “lean” company, we became far more efficient and profitable, all 
by devising strategies that worked in the short term while giving us the 
resources we needed to plant seeds for the future. Analysts who had formerly 
doubted perpetual restructuring became strong believers.

C H A N G E  H O W  Y O U  P L A N

If your business hasn’t planned for both today and tomorrow, start now. 
Clear out short- termism from your strategic thinking, banishing those 
easy, end- of- quarter fixes that might save you this quarter but compromise 
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performance later. Make your planning process more rigorous and keep 
everyone focused on the strategy even as they go about making daily oper-
ational decisions. Avoid those overly ambitious plans and instead adopt a 
measured approach, balancing short- term profits with investment in future 
growth. You might believe it’s too late to implement a specific long- term plan 
or strategy, and you might be right. But you probably aren’t. As I often told 
our leaders, “The best time to plant a tree is twenty years ago. The second 
best time is today.”

Honeywell didn’t learn all at once how to plan for today and tomorrow. 
In addition to the eighteen months we spent purging unhealthy account-
ing practices, it took us several more years before leaders internalized this 
new approach and adopted it as a cultural norm. You can expect a similar 
period of transition at your business. Ride it out by staying closely involved. 
When others ask you to authorize decisions whose only purpose seems to 
be “making the numbers,” hold your ground. When others propose massive, 
one- time improvement projects, ask them to rethink it, breaking these proj-
ects into smaller pieces that you can execute more easily. Demand that your 
teams run their businesses better each year, growing while relying on the 
same fixed- cost budgets they used the year before, or at least growing costs 
much less than sales. Your stance won’t be popular at first, but as results 
improve and the path to future growth becomes easier, people will see the 
wisdom of your approach. Strategic planning will shift from the pointless, 
burdensome exercise it might be today to your organization’s lodestar.

You can plan for today and tomorrow at any level— whether you lead 
a business unit, a department, or a small team. If you run the payroll 
department at a company, ask yourself each year how you could handle an 
increasing volume of work while keeping fixed costs steady. How can you 
redesign your processes and systems so that you reduce errors, use fewer 
people, and are generally more effective? Generate some ideas (I’ll focus 
on process improvement in greater depth in chapter 4), and then develop 
a strategic plan to implement them, as well as an operating budget. Find 
a way to reduce costs elsewhere within your organization to self- fund at 
least a portion of your ideas. Bring your ideas to your bosses and sell them, 
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describing how you’ll start slow, make sustainable progress, and see sizable 
performance gains over time.

This approach also works in small organizations and teams. Becoming 
more effective at planning and delivering both short- and long- term results 
gets you noticed by your superiors as someone who can think independently 
and make a difference. If that doesn’t happen, and if your bosses persist 
in holding you to unrealistic goals, then perhaps you should move to an 
organization that is more honest with itself and committed to high per-
formance. (Before reaching that conclusion, make certain that these goals 
really are misguided, and that your bosses aren’t just pushing you to think 
more broadly.)

WAT C H  Y O U R S E L F

As you pursue continuous restructuring, you might feel tempted to depart 
from the philosophy and allow businesses to boost profits occasionally by 
booking a juicy one- time gain. Don’t do it! Even occasional padding of 
profits can instill organizational laziness. The next year you’ll set unreal-
istic goals, and people will insist on taking similarly desperate measures 
to reach them. The craving for fiscal shortcuts is rather like alcoholism: 
when you stop, you need to do it cold turkey and permanently. If you take 
another drink, even years later, you risk relapsing. As a leader, adopt a pos-
ture of constant vigilance. Don’t ever assume that others have fully bought 
into continuous restructuring and responsible planning. Keep pounding 
away, pointing out at every opportunity that organizations really can— and 
must— plan carefully for short- and long- term goals simultaneously.

If you lead a public company, pay special attention to investors. Like 
executives in your organization, many investors won’t get perpetual restruc-
turing at first, and they probably won’t see the important steps you’re taking 
internally to reform strategic planning. Resist the urge to meet their earn-
ings expectations to the letter. Alert shareholders and analysts to the growth 
investments you’re making, explain their worth to the business, and give 
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shareholders and analysts some sense of how long it will take for investments 
to mature. Quarter by quarter, make your life easier by setting earnings 
goals conservatively. Adopt goals that run just under what you reasonably 
think your business can achieve but that are high enough so that investors 
won’t flee. If your business outperforms those goals, great— channel part 
of those earnings into additional restructuring. If your business runs into 
unanticipated challenges, you’ll have wiggle room and won’t feel tempted 
to resort to the sort of last- minute deals and accounting tricks that used to 
damage our business.

P L A N T I N G  T R E E S  I N S T E A D  O F  C U T T I N G  T H E M  D O W N

In 2002, after I eradicated our “make the quarter” meetings and banned the 
last- minute deals our people made to beef up their numbers, I wondered 
if these measures were changing reality on the ground. Using one of my X 
days, I paid a surprise visit to a chemical plant of ours in Louisiana to inspect 
the facility and talk to leaders and employees.

When I arrived, the plant manager greeted me and showed me around 
the inside of one of the facility’s buildings. As we walked, he explained 
how the plant operated, what it produced, and what difficulties it had been 
experiencing. After perhaps fifteen minutes, I asked if he had noticed any 
operational changes since we had eliminated our “make the quarter” meet-
ings. “Definitely,” he told me. “I used to spend hours every week putting 
together special deals so that we’d make our numbers. I’d waste time fig-
uring out other accounting ideas. I don’t have to do that anymore, so I can 
actually run the plant.”

We cracked open a door and walked outside to tour some of the plant’s 
extensive grounds. Glancing around, I saw great expanses of flat, open land 
extending to the horizon, all belonging to the plant. “Hey,” I said, turning 
back to him. “Do you have any examples of things you did to make the num-
bers? What are you doing differently now that you weren’t before?”
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“Yeah, I can be more specific,” he said. He pointed straight ahead. “See 
those fields out there?”

I nodded.
“Those all used to be trees— hundreds of acres worth. One time, to make 

the quarter, I had all those trees cut down and sold for timber. For most of 
the quarter, I spent my time on that transaction, as opposed to running the 
plant, because financially it was the biggest deal we had going. When that 
sale closed, it helped us reach our goals for the quarter. Would you believe, 
I actually got an award for creativity for coming up with the idea of selling 
the timber, and they started looking at all the other plants to see if they could 
do the same thing.”

I shook my head in disbelief. “Wow.”
“Yeah. But thanks to the changes we’ve implemented, I don’t have to 

spend my time doing that stuff anymore. I can focus on real issues, like get-
ting our customers the product they need in the most efficient way possible.”

Planning for today and tomorrow takes work. I spent a sizable chunk of 
my time as CEO following up with general managers on their strategic plans, 
analyzing them, and promoting our philosophy of perpetual restructuring. 
Other leaders did this too. But all that effort paid off. Instead of looking 
for quick fixes, jerry- rigging our businesses together quarter by quarter, 
we changed the way work got done and improved how our businesses ran. 
Instead of cutting down trees, we planted them.

Q U E S T I O N S  T O  A S K  Y O U R S E L F

1. What kind of short- term, “make the quarter” activities do you see in 
your organization? Are they hurting long- term effectiveness?

2. What can you do to generate funding for long- term initiatives while 
still generating adequate short- term results? Have you considered 
ways to hold fixed costs flat, or at least to have them grow at a rate 
far below that of sales growth?
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3. Is your planning process more of an annual event rather than a rig-
orous, ongoing examination of your strategy?

4. Is your CFO conservative in his or her outlook? If your CFO is an 
optimist, you’re in trouble!

5. How might you encourage people to reflect upon next year’s results 
at the beginning of this year rather than at the end?

6. Instead of always trying for a “big bang” of growth, have you consid-
ered areas where perpetual restructuring might help you?

7. In your day- to- day interactions, do you spark people to think about 
business basics like doing a great job for customers, generating real 
sales, cutting costs, and investing wisely for the future?

8. Do certain long- term initiatives never seem to generate short- term 
results? What can you do to fix them?
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