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Introduction

In almost all the large corporations with whom I have worked,
several individuals stand out. They are frequently pointed to as
having done something exceptional to move the company
along, change its direction or, most important, put the compa-
ny or a significant part of it on a new path of growth, renewed
energy, and profitability.

Sometimes, they outlast the disruption and creative
destruction that often accompanies their tenure, and some-
times they do not. They are generally spoken about respectful-
ly and are often held in awe, because they do not appear to be
the average manager or organizational leader. Not many exist in
large organizations, but the few who do have proven that with
strong passion, a clever mind, bureaucracy-avoidance skills,
determination, and sometimes help from a mentor or two, they
can bring significant value to the organization—not only
through their abilities to inspire and lead but more important-
ly because they are significant new-value creators known as
entrepreneurial leaders.

This book is about those entrepreneurial leaders: who they
are, what they do, and how large companies can benefit signif-
icantly from identifying, developing, and supporting these new
corporate leaders. Entrepreneurial leaders share many traits
with start-up entrepreneurs, yet they are different. They want
to ply their trade within an already existing company. Rather
than beginning from scratch, they prefer to be given a “head
start.” They are able to think and act in ways that are similar to

ix




X Introduction

start-up entrepreneurs, but have the added talent that I call
“corporate radar.” Often, they are able to run the corporate
gauntlet better than their peers, and they know how to get
things done despite bureaucratic rules and regulations. Few of
these entrepreneurial leaders go outside their companies to
start a brand-new business. Rather than going it alone, they
prefer to push and prod their current organizations into action,
often in directions about which the organization is ambivalent.

Entrepreneurial leaders create economic value for the
organization because their drive and energy is focused on iden-
tifying, developing, and capturing new business opportunities.
Sometimes this energy is focused externally, on market oppor-
tunities, and sometimes it is focused internally on creative
asset management (which in turn results in growth and the
creation of economic value). But creative they are—often
doing and seeing things that others have missed.

Leading like an entrepreneur does not require some gift
from heaven or the right genes at birth. Most managers who
want to act in more entrepreneurial ways can learn to do so.
The key is wanting to. Without the desire, leading like an entre-
preneur is a nonstarter. But with desire, the entrepreneurial
mindset and skill set can be learned and applied in a corporate
environment. This book examines people who have the natural
inclination to lead like entrepreneurs and people who have
developed into entrepreneurial leaders despite their own self-
perception of having not one entrepreneurial bone in their
body.

Whether these talents are natural or learned, organizations
derive huge benefit from finding, developing, and supporting
this kind of leadership behavior, because it directly affects the
organization’s ability to survive, thrive, and create economic
value. As companies get larger, they often lose sight of their
entrepreneurial origins and become suffocated by their own
process and procedural weight. Entrepreneurial leaders are the
perfect antidotes to this kind of organizational stagnation
because they bring to the table risk taking, bureaucracy bust-
ing, opportunity focus, and a passion for making money that
most organizations wish all their managers had.
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The personal profiles included in this book should give
hope to every organizational employee who ever said, “Well,
that could never happen here.” Organizations don’t make
things happen—people do. And entrepreneurial leaders make
significant things happen. If you are a CEQ, look for and devel-
op more people who can lead like entrepreneurs. As you will
see, it doesn’t take many of these people to make a significant
difference to both the top and bottom lines.

Managers take heart: As you read this book, you will see
that many ways exist to outwit, outmaneuver, and overcome the
bureaucratic impediments that get in the way of your success.
There is no need to wring your hands, curse the gods—or
blame senior management. This book will show you examples
and techniques used by successful entrepreneurial leaders to
get around, through, in between, or over these types of hurdles.
Cleverness is also a key entrepreneurial trait, and you will see
much of it in my examples.

Education does make a difference. In this book, you will
learn about an educational investment of about $2 million in
entrepreneurial leadership that led to first-year new business
worth $250 million—not a bad return on investment. You will
also see several examples of an educational program developed
at Babson’s School of Executive Education that involves edu-
cation wrapped around real-time new business development. It
was designed to teach managers to become entrepreneurial
leaders and has shown some spectacular successes.

These programs not only demonstrate the amount of entre-
preneurial leadership than can be learned by corporate man-
agers, they also demonstrate that, when this education is
integrated with the identification and pursuit of real opportu-
nities, both the organization and the individual benefit. If this
type of behavior is supported and replicated, it provides the
best defense against organizational lethargy, stagnation, and
eventual decline.
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Chapter One

In Search of

Entrepreneurial

Spirit

About 10 years ago, we began to notice that something new
was happening with many of our executive education clients at
Babson College (which has a reputation as one of the world’s
leading educational institutions in the field of start-up entre-
preneurship). We started getting calls from top executives at
large companies wanting our help in figuring out how to take
the widely perceived “magic” of start-up entrepreneurship and
infuse it into their managers and the fabric of their organiza-
tions. They wanted to make their managers more entrepre-
neurial as leaders and their organizations more entrepreneurial
as entities. These first few requests, which grew into a steady
stream by the end of the 1990s, were our introduction to the
realm of “applied corporate entrepreneurship.”

In all honesty, we didn't really know where to start at the
time. The whole notion of corporate entrepreneurship and the
development of entrepreneurial leaders within large companies
had only been introduced to the business world in 1985, when
Gifford Pinchot wrote a groundbreaking work on something
labeled “intrapreneurship.”! This concept was broadly charac-
terized as an attempt to apply those entrepreneurship princi-
ples derived from research on start-ups to already existing
medium- and large-sized companies.
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For the most part, only other academics read this work;
thus, little in the way of real implementation of the concept
was apparent in large established companies. Some of my col-
leagues in the start-up side of entrepreneurship actually told
me there was no such thing as corporate entrepreneurship.
They said it was an oxymoron, like “jumbo shrimp.” And they
were right: oxymoronic is a perfect term to describe the concept
of corporate entrepreneurship.

The words corporate and entrepreneurship seem somehow
incompatible. We often associate corporate with words like
large, organized, bureaucratic, formal, stiff, and hierarchical.
Entrepreneurial, in contrast, conjures up associations like cre-
ative, inventive, small, quick, driven, winning. These associa-
tions have a positive connotation in our society; whereas
corporate, as in corporate headquarters, seems to have a more
negative aura around the water cooler.

But corporate entrepreneurship, or something like it, was
the perceived solution many of our corporate clients were
requesting. While several forms of corporate entrepreneurship
have since evolved, in the early days, what most of these com-
panies actually wanted was for their managers to act more like
entrepreneurs in their leadership roles.

So, what stops companies from staying entrepreneurial?
Most were started by entrepreneurs, but somewhere along the
way, this essential spirit was eroded, sometimes to the point of
disappearing completely. And the erosion process often is not
obvious. It can be slow, happening over years of policy making,
structure building, and the development of an increasingly
risk-averse culture. In the remainder of this chapter, we look
at this erosion process to understand why many companies
need to rekindle their entrepreneurial roots.

Symptoms of Corporate Inertia

One of the first questions we posed to those pioneers who
sought our help in making their corporations more entrepre-
neurial was, “If you think corporate entrepreneurship is th
answer, what’s the problem?” Before recommending a dose of
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entrepreneurship or to help managers lead like entrepreneurs,
we needed to know exactly what organizational ills they thought
this medicine might help them cure.

In many respects, their answers were similar to what a doctor
hears when the patient says, “I don’t know exactly what’s wrong,
but I just don't feel well.” And, as with many patients, these com-
panies had myriad presenting symptoms. We heard things like:

+ “Our employees just don’t seem to take initiative.”

- “Our managers usually wait for someone higher up to make
decisions.”

+ “Our growth has been flat for the past 2 years.”

« “Competitors are kicking our butt.”

- “We just don't seem to be able to attract the bright young
graduates anymore.”

- “We have gone through so many cost-cutting exercises that
people are worn out and very cynical about the overused
mantra of doing more with less.”

+ “We need our managers and our employees to think and act
more like owners.”

The underlying systemic disease that these symptoms
revealed was, of course, a lack of both sustained profitable
growth and the creation of economic value for the owners.
Organizations that are not able to grow or create economic
value don'’t last very long.

That Lost Entrepreneurial Spirit

It was ironic that many of the struggling companies who came
to us for help were founded by entrepreneurs—people who had
an innovative idea, saw an opportunity in the marketplace, and
turned their dreams into a shining reality.

But, at some point in the growth process, these same com-
panies became overlarge, multilayered, highly structured, and
bureaucratic. The founding entrepreneurs were no longer pres-
ent, and these companies started to evolve into entities in
which the ability to nurture new ideas into real products and
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customer-attracting services was often hindered by processes,
procedures, structures, systems, executive perks, and the main-
tenance of power. In many respects, these organizations were
increasingly trapped by their own success. Often, people in
these organizations agreed that they needed more entrepre-
neurial spirit, increased cleverness, and enhanced innovation,
but feared that their company could not get out of its own way
to accomplish these things.

Over time, these established organizations often get so focused
on doing things the right way that they lose sight of doing the right
things. For instance, in bad economic times, opportunity focus
gives way to cost focus, with companies bringing in “hired guns”
famous for management styles steeped in deconstruction. DEC'’s
Robert Palmer, Robert Allen at AT&T, “Chainsaw” Al Dunlap at
Sunbeam, and others have brought their gunslinger’s approach to
the top seats in organizations. (A few leaders—longtime GE chair-
man and CEO Jack Welch and Lou Gerstner at IBM—have been
able to rekindle entrepreneurial spirit in their organizations from
the ashes of deconstruction, but most have been unable to find or
sustain a new spark of innovation.)

While gunslingers can be effective at cutting costs, they
usually are not equally effective in creating sustained value.
For example, Procter & Gamble (P&G) went through a major
cost-cutting program and found that, while it improved the bot-
tom line, it did not really help them with new product devel-
opment. As a result, they created a department called
Corporate New Ventures,? which was well-funded and report-
ed to the highest levels in the company. This department was
able to foster greater innovation and had an entrepreneurial
orientation aimed at finding the next million-dollar hit product.

The Cost of Cost Savings

A brief story from my own experience illustrates the kind of
decisions often made by many large, bureaucratized organiza-
tions when they become more concerned with cost savings
than with seizing new business opportunities.
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Several years ago, | was about to begin a new fall semester
teaching my college’s required organizational behavior (OB)
class. Book salespeople often visit faculty members to show-
case their latest textbooks. So, it was not unusual that Rich, a
salesman from a prominent publisher, visited my office regu-
larly with updates on his company’s latest entries into the field.
In mid-August—only a few weeks from the start of the semes-
ter—he showed me a new OB textbook, one that I was quite
keen to use in the upcoming semester. I had several sections of
this course, as did my colleagues. We agreed to use the book
and asked Rich to order it for us.

Several days later, he called to tell us that there was a prob-
lem. The book was new and was being printed. It would be ready
just before classes started, but the book would have to be
shipped via overland truck—it would be approximately 2 to 3
weeks late for the start of the semester. This was, of course, a
real problem considering the fact that this was a 14-week course.
So, I suggested to Rich that he send the books by air freight. He
told me that the company had a policy against air shipments.

I patiently explained that, if we did not get the books in
time for the start of the course, I would have to choose a more
readily available text from another publisher. Rich appealed to
his manager and to his manager’s manager to countermand the
policy in this case—but to no avail. Both higher level managers
agreed that this was an unfortunate policy, but both said their
hands were tied. Clearly, at this company, efficiency and
expense control had “evolved” to the degree at which they
stood in the way of business growth and value creation.

The upshot of all of this was that the publisher lost a sig-
nificant order, as well as the potential for ongoing future
orders, as a direct result of a rigid cost-containment policy.
And, the lost opportunity goes much further than our book
orders. The academic world is very small, and I have told many
of my peers outside the school’s walls about this incident.
Perhaps worst of all, the company also lost a dynamic sales-
person when Rich left in disgust shortly after this incident.

This vignette illustrates how a company can lose sight of its
real purpose and how managers and employees can become so
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distant from this purpose that they fail to act in ways that actu-
ally help protect their long-term employment. Following the
“ship only by truck” rule kept these managers out of trouble
today, but will surely put them in harm’s way tomorrow. Thus,
the absence of an entrepreneurial viewpoint and the failure of
managers to lead like entrepreneurs can have dire conse-
quences for large organizations struggling to survive in an
increasingly turbulent and competitive environment.

The Challenge of Turbulent Environments

In addition to the tendency for long established companies to
be suffocated by their own processes and procedures, living in
turbulent times and environments only exacerbates the prob-
lems. Figure 1.1 shows a scale that I frequently use in my cor-
porate entrepreneurship courses and speaking engagements.
As you can see, it is really a five-point scale that moves from
Steady and stable (1) to Chaotic and unpredictable (5). I ask
course participants to use this scale to rate for their particular
companies the turbulence in the industry or marketplace. By
“turbulence,” I mean the speed at which market conditions
change, the frequency of the arrival of new competitors on the
scene, and the rate of change in the technology involved in
their particular business.

Over the last 10 years, in my executive development pro-
grams and speeches, only two people have rated the turbulence
of their company’s environment as stable or changing slowly.
One of these people worked for the Registry of Motor Vehicles
(no surprise there!) and the other for the India Coal Company.

The India Coal Company manager actually shocked the
class when he described his organization as a huge bureaucra-
cy hoping to grow even larger and more cumbersome. I had just
finished sermonizing about the need for speed in large compa-
nies when he told us that 500,000 people were working direct-
ly and indirectly for the company and that it hoped to add as
many employees as possible. In fact, he informed us, he and his
co-workers wanted to have a bloated bureaucracy with many
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f% Environmental Turbulence

« Steady and stable

« Increasing rate of change with some predictability,

% « Slowly changing, predictable, trends are evident
E unforeseen trends appear
3

. Rapid change, little predictability, many surprises

¥
v Y « Chaotic and unpredictable
/i
¥

FIGURE 1.1 Rating scale for environmental turbulence.

layers of management, and were not the least bit interested in
being more entrepreneurial.

The explanation for the company’s rampant bureaucracy? It
is government-supported and directed more toward creating
employment than making money. The government subsidizes
the company, the manager explained, as a means of employing
thousands of people, keeping crime under control, and feeding
hungry mouths.

Notwithstanding these two exceptions, everyone else I've
asked this question of in the past 10 years has rated their
industries at 3 or higher, ranging from Some predictability to
Chaotic and unpredictable.

Why should this state of affairs drive companies to seek out
and develop entrepreneurial leaders? Well, as environments
become less predictable, some of our most favored and widely
hyped models of strategic planning and control become less
effective, perhaps even obsolete. It is interesting to note that
many large companies use very static planning and diagnostic
models—like Michael Porter's “Five Forces”*—even when
operating in dynamic environments. It is almost as if their
“genetic code” forces them into yet another process-oriented
approach with the hope that this will somehow stabilize an
unstable environment.
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EVA as an Innovation Driver

Simply put, EVA is a company's net operating profit after
taxes and after deducting the cost of capital. The capital is
all the money tied up in such things as heavy equipment,
real estate, and computers, plus so-called working capital—
mainly cash, inventories, and receivables. The cost of capi-
tal is the minimum rate of return demanded by lenders and
shareholders, and it varies with the riskiness of the compa-
ny. When you are making more money than your cost of
doing business plus your cost of capital, you are creating
wealth for your shareholders.*

With the arrival of EVA, the playing field has become both more
level and more visible. The formula can be applied unemotion-
ally and uniformly. The advent of EVA has put tremendous pres-
sure on companies to demonstrate that they are adding value.
Cost cutting does not do this any more than downsizing does.
Only the development of new products, services, and markets
achieves this added value for shareholders. And—as anyone
who follows the markets knows—the vast number of options
open to investors means they will not spend a single cent on a
company that is not consistently adding value to its shares.

It is no wonder then, that large, publicly traded companies
increasingly stress the importance of EVA to their managers
and ask them to focus their activities around this concept.
Although increasing numbers of critics now question whether
the search for EVA has become too limiting and short-sighted,
it seems that this concept is here to stay. Value creation is and
always will be the domain of entrepreneurs, because they know
they must accomplish it for themselves, their investors, and for
society. Thus, developing a cadre of entrepreneurially focused
organizational leaders seems a prudent action in today’s EVA-
driven, turbulent environment.

Strategic Plans or Strategic Handcuffs?

Consultants and academics have made an awful lot of money
creating a science out of strategic planning. Managers anc
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executives are fully immersed in the lingo of strategic planning.
They know about competitor analysis, Porter’s “Five Forces,”
scenario planning, and so on. Most organizations follow some
sort of strategic thought process. In many cases, large compa-
nies have found that strategic plans, and the budgeting process
that often accompanies this sort of planning, also can create
strategic handcuffs. This is largely because static models aren’t
valuable tools in planning for dynamic markets. They can cer-
tainly help to identify a company’s strengths and weaknesses
and outline certain current opportunities and threats. But
building an inflexible three- to five-year plan based on current
realities could become a very dangerous approach in a rapidly
changing and chaotic environment.

Companies can be so thoroughly engaged in planning that
they miss real opportunities. Managers at at a well-known glob-
al conglomerate with over 400,000 employees often lament
that, by the time the budgeting process has been completed,
they have to wave bye-bye to some good new opportunities
because they no longer have the time, resources, or energy to
go after them. Perhaps this is one of the reasons why this com-
pany is now investing so heavily in innovation and entrepre-
neurial leadership development, and they are seeing a return
on this investment.

Strategic planning can, in fact, limit opportunities unless
the strategy builds in opportunity focus. Some companies are
actually creating internal venture capital funds so that they can
exploit unforeseen opportunities as they arise or are identified.
Not all these efforts have been successful, mostly due to the
“business as usual” bureaucratic handling of internal venture
capital funds, but this is a move in the right direction.
Entrepreneurial leaders recognize the importance of having an
opportunistic mindset, and they push and prod their organiza-
tions to be ready when a good opportunity comes along. Often,
these entrepreneurial leaders seek outside funds if their own
budgeting and planning processes get in the way. We will see
some good examples of this in later chapters.

I am not advocating the elimination of plans or budgets.
Without them, a corporation’s finances would be sheer chaos.
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