Peter Drucker - 2001
Objectives are the fundamental strategy of business.  Objectives must be set in eight key areas:
1. Marketing

2. Innovation

3. Human Resources

4. Financial Resources

5. Physical resources

6. Productivity

7. Social Responsibility

8. Profit Requirements

Objectives must be SMART!

Specific, Measurable, Attainable, Reasonable, & Time-bound

Joseph Antonini – Kmart  (October 1st, 1987 – 1995)
A bad example of setting objectives and confronting reality was Joseph Antonini as CEO of Kmart.  Antonini’s main goal was to build more stores, increase annual sales to $40 billion, and update existing stores.  But reality showed profits were tied to weather, and technology was clearly lacking.  Antonini further damaged his reputation by saying, “the masses are our target audience”.  On September of 1991 Antonini was proud to have fully implemented bar code scanning to keep track of inventory although Wal-Mart had already implemented the same technology in 1987.
Side note:  I remember Antonini saying he didn’t want to hear bad news.

Larry Bossidy led GE, Allied Signal, and Honeywell.  Larry also authored the books “Confronting Reality” and “Execution”.  The five ways people don’t confront reality.

1. Hang around people you agree with

2. Selective hearing

3. Wishful thinkers

4. Fearful of expressing yourself

5. Lose your objectivity in a project

Louis V. Gerstner, Jr. – IBM  (April 1st, 1993 – 2002)
1. Lost $800 million in first four months before he took office

2. Mainframe computers were 90% of profits and the competition was 30% to 40% lower in price.

3. In 1990 mainframe computers generated $13 billion dollars in revenue.
4. The Projections for 1993 mainframe computers were $7 billion dollars, and dropping rapidly.
WHERE ARE WE AT?

Thirty day assignment for each business unit leader (10 page report) 

1. Customer needs

2. Product line 

3. Competitive analysis

4. Technical outlook

5. Economics

6. Key issues-Long and Short

7. 1993 and 1994 outlook 

WHERE ARE WE GOING?
Five 90 day priorities

1. Stop hemorrhaging cash!

2. Make sure we are profitable in 1994, to send a message to our stakeholders.

3. Develop and implement customer strategy, for ’93 and ’94 convincing them that we are back.

4. Finish right sizing by the third quarter. (Three Months)
5. Develop an intermediate term business strategy

Quotes of confronting reality:

“If we fail, let it be because we moved too fast!”
“Don’t hide bad information, I hate surprises!”
An example of Gerstner confronting reality: 

· Louis Gerstner dropped the price of mainframes by 20 percent, for each of the next six years.

· 1993 Mainframe Computer Price = $63,000

· 2000 Mainframe Computer Price = $2,500

· By the end of 2001, IBM generated $19 billion dollars in revenue only from the mainframe computer.
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