	HOW JACK WELCH RUNS GE

A Close-up Look at How America's #1 Manager Runs GE 
Whisked by chopper from New York City, Jack Welch arrives early at the (GE) training center at Croton-on-Hudson. He scoots down to The Pit--the well of a bright, multitiered lecture hall--peels off his blue suit jacket, and drapes it over one of the swivel seats. 

This is face-to-face with Jack, not so much as the celebrated chairman and chief executive of GE, the company he has made the most valuable in the world, but rather as Professor Welch, coach and teacher to 71 high-potential managers attending a three-week development course. 

The class sits transfixed as Welch's laser-blue eyes scan the auditorium. He hardly appears professorial. With his squat, muscular, five-foot, eight-inch frame, pasty complexion, and Boston accent, the 62-year-old balding man looks and sounds more like the guy behind the wheel of a bus on Beacon Hill. And he isn't there to deliver a monologue to a polite group. For nearly four hours, he listens, lectures, cajoles, and questions. The managers push right back, too. They grouse that despite the rhetoric about managing for the long term at GE, they are under too much pressure to produce short-term results. They say that for all the Welch talk about ''sharing best practices'' and ''boundaryless behavior,'' they are missing many opportunities to learn and sell services across the vast network of GE companies. Some worry that the company's gargantuan Six Sigma program, the largest quality initiative ever mounted in Corporate America, is allowing bureaucracy to creep back into GE. 

Pacing the floor with a bottle of water in hand, Welch passionately attacks each question. 

''You can't grow long-term if you can't eat short-term,'' he states flatly. ''Anybody can manage short. Anybody can manage long. Balancing those two things is what management is.'' 

''I think someone is smoking pot here,'' he quips about the complaint over the lack of synergy among GE units. ''We've got enormous sharing going on.'' 

As for the concern over Six Sigma, Welch retorts: ''I don't give a damn if we get a little bureaucracy as long as we get the results. If it bothers you, yell at it. Kick it. Scream at it. Break it!'' 

In this classroom, where Welch has appeared more than 250 times in the past 17 years to engage some 15,000 GE managers and executives, something extraordinary happens. The legendary chairman of GE, the take-no-prisoners tough guy who gets results at any cost, becomes human. His slight stutter, a handicap that has bedeviled him since childhood, makes him oddly vulnerable. The students see all of Jack here: the management theorist, strategic thinker, business teacher, and corporate icon who made it to the top despite his working-class background. No one leaves the room untouched. 

If leadership is an art, then surely Welch has proved himself a master painter. Few have personified corporate leadership more dramatically. Fewer still have so consistently delivered on the results of that leadership. For 17 years, while big companies and their chieftains tumbled like dominoes in an unforgiving global economy, Welch has led GE to one revenue and earnings record after another. 

''The two greatest corporate leaders of this century are Alfred Sloan of General Motors (GM) and Jack Welch of GE,'' says Noel Tichy, a longtime GE observer and University of Michigan management professor. ''And Welch would be the greater of the two because he set a new, contemporary paradigm for the corporation that is the model for the 21st century.'' 

It is a model that has delivered extraordinary growth, increasing the market value of GE from just $12 billion in 1981 to about $280 billion today. No one, not Microsoft's (MSFT) William H. Gates III or Intel's (INTC) Andrew S. Grove, not Walt Disney's (DIS) Michael D. Eisner or Berkshire Hathaway's (BKR.A) Warren E. Buffett, not even the late Coca-Cola (KO) chieftain Roberto C. Goizueta or the late Wal-Mart (WMT) founder Sam Walton has created more shareholder value than Jack Welch. So giddy are some Wall Street analysts at GE's prospects that they believe that when Welch leaves at the end of the year 2000, GE's stock could trade at $150 to $200 a share, up from $82 now, and the company could be worth $490 billion to $650 billion. ''This guy's legacy will be to create more shareholder value on the face of the planet than ever--forever,'' says Nicholas P. Heymann, a onetime GE auditor who follows the company for Prudential Securities. 

Of course, GE's success is hardly Welch's alone. The company boasts what most headhunters believe to be the most talent-rich management bench in the world. Gary C. Wendt has led GE Capital Corp. to extraordinary heights, where it contributes nearly 40% of the company's total earnings. Robert C. Wright has managed an astonishing turnaround at NBC, leading it to a fifth straight year of double-digit earnings gains in 1997 and a No.1 position in prime-time ratings. Nor does Welch's magic work everywhere in GE. The huge appliance operation, for instance, saw operating earnings fall 39% last year, to $458 million, largely due to restructuring charges. Nonetheless, Welch has led and managed GE to nearly unprecedented prosperity. 

Much has been said and written about how Welch has transformed what was an old-line American industrial giant into a keenly competitive global growth engine, how he has astutely moved the once-Establishment maker of things into services. Welch has reshaped the company through more than 600 acquisitions and a forceful push abroad into newly emerging markets. 

Less well understood, however, is how Jack Welch is able to wield so much influence and power over the most far-flung, complex organization in all of American business. Many managers struggle daily to lead and motivate mere handfuls of people. Many CEOs wrestle to squeeze just average performance from companies a fraction of GE's size. How does Welch, who sits atop a business empire with $304 billion in assets, $89.3 billion in sales, and 276,000 employees scattered in more than 100 countries around the globe, do it? 

He does it through sheer force of personality, coupled with an unbridled passion for winning the game of business and a keen attention to details many chieftains would simply overlook. He does it because he encourages near-brutal candor in the meetings he holds to guide the company through each work year. And he does it because, above all else, he's a fierce believer in the power of his people. 

Welch's profound grasp on General Electric stems from knowing the company and those who work for it like no other. First off, there are the thousands of ''students'' he has encountered in his classes at the Croton-on-Hudson campus, which everyone at GE just calls Crotonville. Then there's the way he spends his time: More than half is devoted to ''people'' issues. But most important, he has created something unique at a big company: informality. 

Welch likes to call General Electric the ''grocery store.'' The metaphor, however quirky for such a colossus, allows Welch to mentally roll up his sleeves, slip into an apron, and get behind the counter. There, he can get to know every employee and serve every customer. ''What's important at the grocery store is just as important in engines or medical systems,'' says Welch. ''If the customer isn't satisfied, if the stuff is getting stale, if the shelf isn't right, or if the offerings aren't right, it's the same thing. You manage it like a small organization. You don't get hung up on zeros.'' 

You don't get hung up on formalities, either. If the hierarchy that Welch inherited, with its nine layers of management, hasn't been completely nuked, it has been severely damaged. Everyone, from secretaries to chauffeurs to factory workers, calls him Jack. Everyone can expect--at one time or another--to see him scurry down an aisle to pick through the merchandise on a bottom shelf or to reach into his pocket and surprise with an unexpected bonus. ''The story about GE that hasn't been told is the value of an informal place,'' says Welch. ''I think it's a big thought. I don't think people have ever figured out that being informal is a big deal.'' 

Making the company ''informal'' means violating the chain of command, communicating across layers, paying people as if they worked not for a big company but for a demanding entrepreneur where nearly everyone knows the boss. It has as much to do with Welch's charisma as it has to do with the less visible rhythms of the company--its meetings and review sessions--and how he uses them to great advantage. 

When he became CEO, he inherited a series of obligatory corporate events that he has since transformed into meaningful levers of leadership. These get-togethers--from the meeting in early January with GE's top 500 executives in Boca Raton, Fla., to the monthly sessions in Croton-on-Hudson--allow him to set and abruptly change the corporation's agenda, to challenge and test the strategies and the people that populate each of GE's dozen divisions, and to make his formidable presence and opinions known to all. 

Welch also understands better than most the value of surprise. Every week, there are unexpected visits to plants and offices, hurriedly scheduled luncheons with managers several layers below him, and countless handwritten notes to GE people that suddenly churn off their fax machines, revealing his bold yet neat handwriting. All of it is meant to lead, guide, and influence the behavior of a complex organization. 

''We're pebbles in an ocean, but he knows about us,'' says Brian Nailor, a fortysomething marketing manager of industrial products who was at the Croton-on-Hudson session. ''He's able to get people to give more of themselves because of who he is. He lives the American dream. He wasn't born with a silver spoon in his mouth. He got himself out of the pile. He didn't just show up.'' 

THE PROMISE
John Francis Welch Jr. had worked for General Electric not much more than a year when in 1961 he abruptly quit his $10,500 job as a junior engineer in Pittsfield, Mass. He felt stifled by the company's bureaucracy, underappreciated by his boss, and offended by the civil service-style $1,000 raise he was given. Welch wanted out, and to get out he had accepted a job offer from International Minerals & Chemicals in Skokie, Ill. 

But Reuben Gutoff, then a young executive a layer up from Welch, had other ideas. He had been mightily impressed by the young upstart and was shocked to hear of his impending departure and farewell party just two days away. Desperate to keep him, Gutoff coaxed Welch and his wife, Carolyn, out to dinner that night. For four straight hours at the Yellow Aster in Pittsfield, he made his pitch: Gutoff swore he would prevent Welch from being entangled in GE red tape and vowed to create for him a small-company environment with big-company resources. These were themes that would later dominate Welch's own thinking as CEO. 

''Trust me,'' Gutoff remembers pleading. ''As long as I am here, you are going to get a shot to operate with the best of the big company and the worst part of it pushed aside.'' 

''Well, you are on trial,'' retorted Welch.
''I'm glad to be on trial,'' Gutoff said. ''To try to keep you here is important.'' 

At daybreak, Welch gave him his answer. ''It was one of my better marketing jobs in life,'' recalls Gutoff. ''But then he said to me--and this is vintage Jack--'I'm still going to have the party because I like parties, and besides, I think they have some little presents for me.''' Some 12 years later, Welch would audaciously write in his annual performance review that his long-term goal was to become CEO (page 104). 

Gutoff's story is cute, but it contains within it hints of Welch's future management style. Indeed, the decades have failed to diminish for Welch the potency of combining big-company might with small-company nimbleness. If Gutoff, who remained Welch's boss until 1973, could do that for Welch--and he did--then Welch could do that for others, many others. And so for much of his professional life, as he climbed the corporate totem, Welch has been preoccupied with harnessing the brute strength of bigness while ridding GE of big-company paralysis. 

Just look at the Corporate Executive Council (CEC) sessions, where GE's top 30 officers gather before the close of each financial quarter. The antithesis of the staid, staged off-site meeting, these sessions earn descriptions from executives like ''food fights'' and ''free-for-alls.'' They are where Welch collects unfiltered information, challenges and tests his top players, and makes sure that the organization's triumphs and failures are openly shared. ''I may be kidding myself,'' says Welch, ''but going to a CEC meeting for me is like going to a fraternity party and hanging around friends. When I tell my wife I can hardly wait to go, she says, 'Well, why wouldn't you? You hired them all!' If you like business, sitting in that room with all these different businesses, all coming up with new ideas, is just a knockout.'' 

If Welch's intellect and fervor made a strong impression on Gutoff, it is his near spiritual belief in the promise of the individual that made his early mentor really sit up and take notice. Welch believes that efficiencies in business are infinite, a faith grounded in the belief that there are no bounds to human creativity. ''The idea flow from the human spirit is absolutely unlimited,'' Welch declares. ''All you have to do is tap into that well. I don't like to use the word efficiency. It's creativity. It's a belief that every person counts.'' 

It is not surprising, then, that Welch chose to embrace--as the ultimate expression of those beliefs--the largest corporate quality initiative ever undertaken. GE's Six Sigma program, Welch is convinced, can add up to $5 billion to GE's net earnings through the year 2000. 

For years, Welch had been skeptical of the quality programs that were the rage in the 1980s. He felt that they were too heavy on slogans and too light on results. That was before he heard former GE Vice-Chairman Lawrence A. Bossidy, a longtime friend, wax on about the benefits he was reaping from a quality initiative he had launched at AlliedSignal Inc., where he has been CEO since 1991. Bossidy had borrowed the Six Sigma program from Motorola Inc. and reported that the company was lowering costs, increasing productivity, and realizing more profits out of operations. 

Welch invited Bossidy to share his story with GE's top management at the June, 1995, CEC meeting. As it turned out, that was the only one Welch ever missed--he was home recovering from open-heart surgery. However, Bossidy's presentation won such rave reviews that when Welch returned to work in August, he agreed to pursue it. 

A Six Sigma quality level generates fewer than 3.4 defects per million operations in a manufacturing or service process. GE is running at a Sigma level of three to four. The gap between that and the Six Sigma level is costing the company between $8 billion and $12 billion a year in inefficiencies and lost productivity. 

Still, it was no small decision to launch a quality initiative because it called for massive investment in training tens of thousands of employees in a disciplined methodology heavily laden with statistics. To make the ideas take hold throughout General Electric would require the training of so-called master black belts, black belts, and green belts to impose the quality techniques on the organization. 

Welch launched the effort in late 1995 with 200 projects and intensive training programs, moved to 3,000 projects and more training in 1996, and undertook 6,000 projects and still more training in 1997. So far, the initiative has been a stunning success, delivering far more benefits than first envisioned by Welch. Last year, Six Sigma delivered $320 million in productivity gains and profits, more than double Welch's original goal of $150 million. This year, he expects GE to get about $750 million in net benefits. ''Six Sigma has spread like wildfire across the company, and it is transforming everything we do,'' boasts Welch. 

SHOW AND TELL
The success of the program was evident this January at Boca Raton, where Welch kicks off each year with a confab for the top 500 executives. Amid the ocean breezes and palms, it is Welch's opportunity to set the year's agenda and toast the company's newest heroes. An invitation by Welch to pitch in front of GE's most accomplished executives is like winning an Olympic medal in GE's intense locker-room culture. This past January, 29 managers gained the privilege, most of whom spoke glowingly about their Six Sigma projects. 

With Welch in the front row of the auditorium furiously scribbling notes on a yellow pad, the managers recounted how they used new ideas to squeeze still more profit out of the lean machine that is GE. One after another explained how quality efforts cut costs and mistakes, enhanced productivity, led to greater market share, and eliminated the need for investment in new plant and equipment. 

It's more than a bragging fest. The show-and-tell routine allows managers in plastics to exchange lessons with their counterparts in GE Capital. It's a place, like Croton-on-Hudson, where ''best practices'' get transferred among GE's differing businesses. In between sessions, managers who make bulbs or locomotives swap ideas with those who finance cars and service credit-card accounts. 

Welch seldom disappears early. One night, for example, he was up until 3, shooting the breeze with 20 executives--half of them fast-rising women. But the main event is Welch's wrap-up comments when he steps out onto the stage under a spotlight and a pair of video cameras. Even though GE had just ended a record year, with earnings up 13%, to more than $8.2 billion, Welch wants more. Most CEOs would give a feel-good, congratulatory chat. But Welch dispenses with the kudos and warns the group that it will face one of the toughest years in a decade. It's no time to be complacent, he says, not with the Asian economic crisis, not with deflation in the air. 

''The one unacceptable comment from a GE leader in '98 will be 'Prices are lower than we thought, and we couldn't get costs out fast enough to make our commitments.' Unacceptable,'' he shouts, like a preacher. ''Unacceptable behavior, because prices will be lower than you're planning, so you better start taking action this week.'' 

Then, after asking every GE business to resubmit annual budgets by the end of the month to account for deflation, the ideas tumble out of him for how they can combat it. ''Don't add costs,'' he advises. ''Increase inventory turns. Consolidate acquisitions. Use intellectual capital to replace plant and equipment investment. Raise approvals for price decisions. Make it harder to give away prices.'' 

Welch then throws out yet another challenge. ''The market is rewarding you like Super Bowl winners or Olympic gold medalists,'' he says. ''I know I have such athletes reporting to me. Can you put your team against my team? Are you proud of everyone who reports to you? If you aren't, you can't win. You can't win the game.'' 

When the executives return to work on Friday morning, a videotape of Welch's talk is already on their desks along with a guide for how to use it with their own teams. Within one week, more than 750 videos in eight different languages, including Mandarin and Hungarian, are dispatched to GE locations around the world. Welch's words will be absorbed and reinforced by as many as 150,000 employees by month's end. 

ROSES AND CHAMPAGNE
What happens in Boca, in the management development courses at Crotonville, or in the quarterly CEC sessions promptly spills down into the organization's guts, where people at every layer digest it. William Woodburn, a 47-year-old former McKinsey & Co. consultant who heads GE's industrial diamonds business in Worthington, Ohio, was one of this year's heroes at Boca. Since taking over the business four years ago, Woodburn had increased the operation's return on investment fourfold and halved the cost structure. 

Employing Six Sigma ideas, he and his team have squeezed so much efficiency out of their existing facilities that they believe they have eliminated the need for all investment in plant and equipment for a decade. Some 300 other managers from GE have visited the plant to learn directly how Woodburn has done it so they, too, can transfer the ideas to their own operations. 

Like so many GE managers raised in Welch's intense hothouse, Woodburn's tough talk is pure Welch. To get the improvements, he has had to ''take out'' over a third of the workforce, including more than half the salaried staff. ''We've been open and fair,'' he insists. ''That doesn't mean being easy. You perform, or you're gone. There's tension in the rubber band.'' 

On Monday, after returning from Boca, Woodburn gathers his 15 direct reports and uses Welch's video as the centerpiece for a discussion of what he learned in Florida. They then do the same with their staffs. On Wednesday, Woodburn uses the video again with 100 staffers in the plant. A week later, he goes through the process yet again with the region's ''orphans''--GE staffers in the area who aren't in a major facility. ''They see the tape. They hear the message. It gets people pumped up,'' he says. 

Most great leaders, of course, are masters at communicating their desires. In his early years as chief executive, Welch discovered that you can't will things to happen, nor can you simply communicate with a few hundred people at the top and expect change to occur. So he doggedly repeats the key messages over and over again, reinforcing them at every opportunity. 

Welch is uncommonly conscious of the signals and symbolism of leadership. Rarely does he miss a chance to make his presence felt. His handwritten notes sent to everyone from direct reports to hourly workers possess enormous impact, too, because they are intimate and spontaneous. Moments after Welch lifts his black felt-tip pen from the chairman's stationery, they are sent via fax direct to the employee. Two days later, the original arrives in the mail. 

They are written to inspire and motivate as often as to stir and demand action. Two years ago, for example, Woodburn turned down a promotion from Welch that would have required a transfer because he didn't want to move his teenage daughter out of school. Woodburn does not report directly to Welch but to Gary L. Rogers, CEO of GE Plastics. Yet Welch spoke to Woodburn about the decision on the telephone and within a day dashed off a personal note to him. 

''Bill,'' wrote Welch, ''we like you for a lot of reasons--one of them is that you are a very special person. You proved it again this morning. Good for you and your lucky family. Make Diamonds a great business and keep your priorities straight.'' To Woodburn, the note was an important gesture. ''It showed me he cared about me not as a manager but as a person,'' he says. ''That means a lot.'' 

Not everyone sees that side of Welch. Some rank-and-file employees, for example, grumble about the unrelenting pressure on them to perform, and they summon up the moniker Neutron Jack. ''No matter how many records are broken in productivity or profits, it's always 'What have you done for me lately?''' says Stephen Tormey, who negotiates the United Electrical Workers contract for some 6,000 GE employees. ''The workers are considered lemons, and they are squeezed really dry.'' 

Other critics have questioned whether the pressure Welch imposes leads some employees to cut corners, possibly contributing to some of the defense-contracting scandals that have plagued GE or the humiliating Kidder, Peabody & Co. bond-trading scheme of the early 1990s that generated bogus profits. 

Few would dispute that Welch is seen as a demanding, no-nonsense executive who arouses a mixture of awe and fear. Aware of the daunting effect he can have on people, Welch works hard to counter that image. Not long ago, recalls human-relations chief William J. Conaty, one manager who had to make a presentation before Welch was so jittery he was shaking. It was the first time he had met Welch, who was swinging through St. Louis to meet with 10 different managers. ''I'm so nervous,'' the manager confessed to Welch. ''And my wife has told me she'll throw me out of the house if I can't get through this presentation.'' 

At day's end, when Welch was back on the corporate plane, he immediately arranged for a dozen roses and a bottle of Dom Perignon to be delivered to the man's home. He then penned a note to the wife: ''Your husband did a fantastic job today. We're sorry we put him and you through this for a couple of weeks.'' 

There are no form letters from Welch, not to employees, managers, executives, or even directors in the GE boardroom. Every salary increase or decrease, every bonus, and every stock-option grant to Welch's 20 or so direct reports comes with a candid talk about expectations and performance. ''There are carrots and sticks here, and he is extraordinarily good at applying both,'' says Gary M. Reiner, senior vice-president. ''When he hands you a bonus or a stock option, he lets you know exactly what he wants in the coming year.'' 

Rarely do surprises occur. Welch sets precise performance targets and monitors them throughout the year. And every one of Welch's direct reports--from his three vice-chairmen to each of the operating heads of GE's 12 businesses--also receives a handwritten, two-page evaluation of his performance at the end of every year. ''I do the evaluations on Sunday nights in my library at home,'' says Welch. ''It gives me a chance to reflect on each business.'' Attached to the detailed notes are his jottings from a year earlier, with new comments written in red pencil in the margins: ''Nice job.'' ''Still needs work.'' 

As if in lockstep, each business chieftain then emulates the behavior of his boss, and their reports, in turn, do the same. After Welch's Boca meeting in January, for instance, Lloyd G. Trotter, CEO of GE's electrical-distribution and -control business, had his own 2 1/2 day leadership conference in Orlando with his top 250 people. And in February, after Welch gave him his bonus and reiterated the targets for the remainder of the year, Trotter then followed through in similar fashion with the 97 people in his organization who received cash bonuses. Other GE businesses follow the same format. As Thomas E. Dunham, who runs services in GE Medical Systems, puts it, ''Welch preaches it from the top, and people see it at the bottom.'' The result: Welch's leadership style is continually reinforced up and down the organization. 

Above all, however, Welch skillfully uses rewards to drive behavior. Those rewards are not inconsequential at GE, in part because of Welch's determination not to hand out the kind of standard $1,000 raise that he got back in 1961. To this day, Welch demands that the rewards a leader disburses to people be highly differentiated--especially because GE is in so many different businesses. ''I can't stand nondifferential stuff,'' he says. ''We live in differentiation. You can't run these 12 businesses as if they were one institution.'' 

Although GE set an overall 4% salary increase as a target last year, base salaries can rise by as much as 25% in a year without a promotion. Cash bonuses can increase as much as 150% in a year, to between 20% and 70% of base pay. Stock options, once reserved for the most senior officers at GE, have been broadly expanded under Welch. Now, some 27,000 employees get them, nearly a third of GE's professional employees. More than 1,200 employees, including over 800 below the level of senior management, have received options that are now worth over $1 million. 

Unlike many companies that hand out options as automatic annual grants, Welch doesn't want GE's program to be perceived as a ''dental plan.'' So everyone who receives option grants doesn't necessarily get them every year. In fact, Welch insists that at least 25% of the employees receiving options should be getting them for the first time, and no more than 50% of the executives should get more than three grants in a row. 

Welch, of course, along with every CEO of every major company in America, has been a major beneficiary of stock options. Last year alone, he exercised options that brought him $31.8 million. Yet few things energize Welch as much as reviewing a list of GE employees who cash in their rewards. Combing through the names, Welch can hardly contain his enthusiasm--not for how well his company's stock has performed but for the wealth he has put into the hands of people whose names are unfamiliar to him. In the first quarter of this year alone, some 3,900 employees exercised 8.7 million options with a net value of $520 million. ''It means that everyone is getting the rewards, not just a few of us,'' he says. ''That's a big deal. We're changing their game and their lives. They've got their kids' tuition or they've got a second house. That's a real kick. We've all got plenty. We're fat cats.'' 

SURPRISE, SURPRISE
Welch's reach is long, frequent, and idiosyncratic. ''It's part of living with Jack,'' a former General Electric executive says. ''If you're doing well, you probably have more freedom than most CEOs of publicly traded companies. But the leash gets pulled very tightly when a unit is underperforming.'' 

Truth is, it often gets pulled, period. Outside of the obvious--a $200 million-plus acquisition, a new strategic initiative like Six Sigma, or the naming of a top executive--it's almost impossible to predict when Welch will swoop down. How does he decide what to involve himself in? ''It's this,'' laughs Welch, putting his forefinger to his nose. ''I smell it. I try to pick out what matters.'' 

When Welch intervenes, he is rarely indecisive. ''Welch will say yes. Welch will say no. But he never says maybe. A lot of CEOs do, and decisions lay there like three-legged horses that no one wants to shoot,'' says George Stalk Jr., a partner with Boston Consulting Group Inc. who has worked with GE. Late last year, for instance, GE Capital argued in favor of buying AT&T Universal Card, the credit-card operation of AT&T (T). Within 24 hours of the presentation, Welch vetoed the idea and sent a note to the GE Capital manager who had spent hundreds of hours studying it. Welch wanted her to know that despite his decision, he had been impressed with the quality of her analysis and her presentation. 

Welch understands that an organization can be as impressionable as an individual. Every time he intervenes, the stories reverberate through the company. Barely four weeks before CNBC and Dow Jones & Co. (DJ) formally launched their joint- venture cable program on Apr. 1, for example, Welch called up NBC head Robert C. Wright to tell him he wanted to examine the blueprint for the launch. Less than 24 hours later, a group of managers and programmers marched into Welch's New York office for a detailed presentation. ''They had a month before the launch, and I think that's an important moment,'' says Welch. ''That [request] will create a frenzy, and we'll have a discussion about it. Not that I'll add a helluva lot of value, but I'll be there banging away at it,'' he adds, clearly satisfied that the hustle he provoked will give the project a renewed intensity that can only favor its success. 

Or consider how Welch became involved in the excruciating details of the tubes that go into GE's X-ray and CAT-scan machines. Five years ago, Welch, who spends 15% to 20% of his time interacting with customers, heard some gripes about the poor quality of the tubes. The product was averaging little more than 25,000 scans, less than half what competing tubes were getting. 

To fix the problem, Welch reached two levels down into the organization in mid-1993 and summoned to corporate headquarters Marc Onetto, 48, who had been general manager for service and maintenance in Europe. His marching orders, recalls Onetto, were simple and direct: ''Fix it,'' Welch demanded. ''I want 100,000 scans out of my tubes!'' 

For the next four years, Onetto faxed weekly reports direct to Welch, detailing his progress. Back would come notes from Welch every three to four weeks. Some would nearly growl for greater progress; others would flatter and cajole. ''You're not going fast enough,'' Welch scrawled at one point. 

The experience astonished Onetto, a Frenchman who had joined GE in early 1988. ''I was just running a little business here, about $450 million in revenues, and I was so amazed that he could find the time to read my reports and then even send me back notes,'' he says. Since then, Onetto's team has created versions of the tubes that average between 150,000 and 200,000 scans. The improvements added about $14 million in productivity benefits to the division last year. ''It's a double-edged sword to be under Jack's detailed look,'' says Onetto. ''If you do well, it's great. If you don't, it's bad news. Jack is not famous for patience--which is an understatement.'' 

NO TURKEYS
While analysts on Wall Street or GE's own investors view Welch's likely legacy as creating the world's most valuable company in stock market terms, Welch himself sees things quite differently. The man who spends more than 50% of his time on people issues considers his greatest achievement the care and feeding of talent. ''This place runs by its great people,'' says Welch. ''The biggest accomplishment I've had is to find great people. An army of them. They are all better than most CEOs. They are big hitters, and they seem to thrive here.'' 

He believes he has to know people well enough to trust them and their judgments. ''I don't know how to build an aircraft engine,'' he says. ''I don't know what should run on NBC at 9 p.m. on Thursday nights. We're in the cat-and-dog insurance business in England. I don't really want to be in that business, but the guy who brought me that idea wanted to be in it, and I trust him. He'll take it and make it work.'' 

Welch knows by sight the names and responsibilities of at least the top 1,000 people at GE. ''He knows their names. He knows what they do. That's an incredible reinforcement to the individual that he or she counts,'' says Dunham of GE's Medical Systems business. 

His premium on people knows no bounds. Three years ago, GE's transportation business, struggling to attract topnotch talent at its headquarters in Erie, Pa., began recruiting junior military officers. So successful were they that other GE units did the same. When GE had 80, Welch asked all of them to come to Fairfield, where he spent an entire day with them. Impressed with the quality and track record of the recruits, he insisted that the company hire 200 junior military officers annually. In less than three years, GE now has 711 of them on the payroll and many have already gained significant promotions. 

While many companies profess to run as meritocracies, in reality, they are often conscious of both class and credentials. At GE, however, many of the company's most successful executives were, like Welch, the first in their families to earn college degrees and rarely boast Ivy League diplomas. They are promoted without regard to titles or seniority. When it came time to pick a new CFO, for instance--a key position with some 7,800 finance people reporting to it--Welch passed over several candidates in line for the job in favor of then 38-year-old Dennis D. Dammerman two layers down in the ranks because he was impressed with how he had handled other tough assignments. ''What counts is what you deliver,'' insists Welch. 

That message has been consistently hammered home by Welch since he became CEO in 1981. Nowhere does Welch put greater focus on people and performance than in the company's annual Session C reviews that begin in April and last through May. With three of his senior executives, Welch travels into the field to each of his 12 businesses to review the progress of the company's top 3,000 executives and keeps closest tabs on the upper 500. 

Typically, Session C reviews begin at 8 a.m. and end at 10 p.m., with the CEO of the business and his senior human-resources executive. These are intensive reviews that force those running the units to identify their future leaders, make bets on early-career ''stretch'' assignments, develop succession plans for all key jobs, and decide which high-potential executives should be sent to Croton-on-Hudson for leadership training. 

How can Welch possibly weigh in with intelligent comments about so many diverse managers and executives? Largely, it's because he has met so many of them. In an average year, Welch directly meets and interacts with several thousand GE employees. At the session, moreover, he sits behind a briefing book that contains every employee's assessment of their strengths and weaknesses, developmental needs, and short- and long-term goals, together with their supervisor's analysis. Photos of the employees being tracked and reviewed accompany the package. 

At lunch, the officers of every business are expected to bring the women and minority managers they are currently mentoring so Welch can get to know them better. Moving women and minorities through the pipeline is a priority because there are so few in GE's ranks. No women occupy the top 20 jobs at the company, and of the 120 highest-ranking executives in operating management, only four are women. While GE's macho culture may be off-putting to some women, Welch insists that their poor representation reflects the industries in which GE has traditionally competed. Adds a high-ranking female executive who recently left GE: ''It's the pipeline issue. I didn't see anything that discouraged women or put up real or perceived cultural barriers.'' 

Throughout the day, Welch will openly challenge upcoming promotions, assignments, and succession plans. ''Guys will pick guys, and I'll have an argument about it, and finally I'll say, 'This is your call,''' says Welch. '''You want him? You can have him. But this is what I think about him....'If I am right, they'll have to do something. If they are right, God bless them.'' 

In every potential leader, Welch is looking for what he now calls ''E to the fourth power.'' That's his term for people who have enormous personal energy, the ability to motivate and energize others, ''edge''--the GE code word for being instinctively competitive--and the skill to execute on those attributes. He's also pressuring leaders to ditch their C players. ''He doesn't suffer fools gladly, and he doesn't have a high tolerance for mediocrity, that's for sure,'' says director Gertrude G. Michelson. 

Some critics say that Welch can even be mean-spirited and petty, rushing to quick judgments about people on the scantest of experience. ''He'll go to a meeting and someone will be intimidated by his presence and won't say anything,'' says a former GE executive. ''He'll turn around and tell everyone after the meeting that the guy is a dud. He'll have to be convinced he's not.'' Yet, the executive says, the good news is that Welch can be convinced. 

THE COFFEE POT
Welch didn't always get rave reviews. When he first came to The Pit shortly after succeeding the statesmanlike Reginald Jones, Welch stared into a sea of scornful faces. They could not fathom why a stable and highly profitable company should ditch businesses and one out of four workers to comply with Welch's dictum that GE be No.1 or No.2 in every business. 

''I went there when 60% of the audience would sneer at me,'' recalls Welch of the days when he was in the midst of massive layoffs. ''Most of them wondered, 'Is this guy a nut? Should he be arrested?' It was difficult.'' 

Yet, if Welch has regrets, it is that he moved too slowly at first. ''What I did then compared to what's been done in the revolutions at IBM (IBM), GM, and other places was toy stuff,'' he says. He remembers seeing GE skewered in a 1981 60 Minutes segment for closing a steam iron plant employing 650 workers in Ontario, Calif. ''American society accepts competitiveness today.... It's getting out of the old and getting into the new. That's the game.'' 

The rules for this game have been honed and taught at Crotonville, ironically a place that Welch never came to as a student. When he bolted up the corporate ladder, Crotonville was hardly a mandatory stop. It was, in Welch's words, more of a ''consolation prize'' for many who failed to get promotions. 

After becoming CEO, however, Welch made the place a central part of his mission to transform GE into an informal learning organization. Its courses were directly linked to the strategic priorities of the company, and executives went there to work on issues that perplexed them back at the office. ''Jack calls Crotonville the coffee pot,'' says Steven Kerr, vice-president of leadership development. ''It doesn't just percolate. It gives off aromas that draw people from all over the company.'' 

Welch's frequent teaching assignments at Croton-on-Hudson are clearly one of the favorite parts of his job. He typically appears at these three-week courses toward the end, after an array of other GE executives have psyched the group up to ask Welch tough questions. His appearance is unscripted, without notes. If there aren't a dozen hands up wanting to take a swat at Welch at any time, the CEO would consider the group a dull bunch, a group of turkeys. 

Nearly four hours after this session at Croton-on-Hudson began, when the class disbands at 5 p.m., Welch doesn't just head for the chopper on the nearby pad. Instead, as he always does, he invites the class to have a drink with him at the White House, the spacious rec center on campus. There, at the bar, with a Buckler nonalcoholic beer bottle in hand, Welch is just one of the guys. ''I was expecting this halo above him, this deity,'' says Robert Callahan, who has been with GE Plastics for six years. ''It was like talking to your grandfather. You feel comfortable around him. You don't expect him to be so down-to-earth.'' 

END GAME
Back in his office at 30 Rockefeller Plaza, Welch can't contain his excitement. ''Ro!'' he shrieks through a sliding door to his secretary, Rosanne Badowski. ''Bring it in! You know what it is. Bring it in!'' he shouts. ''This is the most exciting thing that has ever happened to me.'' 

A few moments pass and the sliding door disappears into a wall with a whoosh. His secretary gives Welch a scorecard from his latest golf game. He hides the results with his hand and jumps into the story. ''I'm playing golf, O.K.?'' he says. ''And the players are Jack, Matt Lauer, Bob Wright, Greg Norman, and Wayne Huizenga at Wayne's course. Greg plays terrific. He shoots a 70, two under par.'' 

Welch's hand slowly slides down the scorecard to reveal Norman's name and score. ''Bob has a 96. Wayne has a 92. Matt has a 78. And Jack has a 69 and beats Greg Norman!'' declares Welch, finally revealing his total score. ''Isn't that the greatest thing? Is that a turn-on? That's everything! The rest of it is all nonsense. This is the real stuff. If you are going to shoot a 69, what better moment?'' 

Indeed. The Irish-Catholic kid who learned to play golf as a 12-year-old caddy beat a champion. ''If I had my preference,'' Welch says, ''I would have loved to have been a great professional golfer. Oh, God! But if you've got to pick a job in business, this is the best job God ever created. Every day is a whole new event. You're not dealing with products as much here as you're dealing with people. It's a kick.'' 

In 2 1/2 years, Welch will lose that kick when he steps down as chairman and CEO of General Electric after nearly 20 years at the top, as he reaches the mandatory retirement age of 65. No one, not even Welch, knows who his successor will be. Nonetheless, Welch's leadership style has become so embedded in the organization that even his retirement is unlikely to erode his impact. 

As for what Welch will do next, he doesn't hesitate to answer the question. While he will consider teaching an occasional business course, he has no intention of amassing corporate directorships. Instead, he intends to play golf with his second wife, Jane. Clearly, he will miss the job, the action, and the fun. ''A lot,'' he says, ''a lot. But succession is part of the rebirth of an organization. I'm not going to be around. I am not going to be near the board. It's a free swing for a new team.'' But can anyone ever run this company with the power and influence of a Jack Welch? Don't count on it.

EARLY JANUARY
Sets agenda for the year with top 500 executives at a session in Boca Raton, Fla. 

MARCH
Tracks progress and swaps ideas with top 30 executives at quarterly Corporate Executive Council in Croton-on-Hudson. 

APRIL/MAY
Goes into the field to each of GE's 12 businesses for full-day Session C meetings to personally review the performance and developmental plans for GE's top 3,000 managers. Also sends out a survey to thousands of employees to find out what they're thinking. 

JUNE
Quarterly CEC meeting at Croton-on-Hudson.

JUNE/JULY
Spends full day with leadership of each of GE's businesses to review their three-year strategic plans at headquarters in Fairfield. 

SEPTEMBER
Quarterly CEC meeting at Croton-on-Hudson.

OCTOBER
Convenes top 140 executives in Croton-on-Hudson at corporate officers' meeting to set the stage for the upcoming Boca meeting. 

OCTOBER/NOVEMBER
Invests full day with leadership of each of GE's businesses to review budgets and follow up on human-resource reviews earlier in year. 

DECEMBER
Quarterly CEC meeting at Croton-on-Hudson.





'I HAD A PAL IN MY MOM'

It had taken him 21 hard years and a bruising succession battle to make it to the top. But finally, in 1981, Jack Welch achieved his greatest ambition. At 45, the long-shot candidate became the youngest chief executive in General Electric Co.'s (GE) history. The climax to his ascension was his first shareholders' meeting in Phoenix. After holding forth for two hours, the triumphant Welch walked offstage, his blue eyes moist with tears. ''I wish my mother had been here,'' he whispered to GE director and friend Silas S. Cathcart. 

Jack Welch, sentimental? In time, he become known as Neutron Jack, the man who cut GE's workforce by more than 100,000 employees in his first five years as CEO. But that moniker suggested a one-dimensional character, failing to shed light on a far more complex and private individual. Welch has always been more: a dutiful son who worshiped an adoring Irish mother, a loyal friend who still returns to Salem, Mass., for high school reunions, and a witty, self-deprecating husband and father of four. 

A typical remark from those who know Welch well is how little he has changed since boyhood, when pals called him Jackie. GE-watchers often applaud Welch by saying he is one of the few corporate leaders to reinvent himself through his 17-year reign at the top. They point to the metamorphosis of his public image from remorseless cost-cutter to a business icon and champion of ''soft'' people values. Truth is, Welch hasn't changed at all. 

Growing up in Salem, Welch was as he is today: unpretentious, demanding, and feisty, quick to use obscene language when his temper flares, but also remarkably compassionate and caring. His decisions to lay off employees to sharpen GE's competitiveness, say insiders, were painful and anguished. 

His force of will in the game of business was just as strong in the scrappy games of hockey and baseball he played as a teenager. ''Most people change when they go to work for a big company,'' says George W. Ryan, a longtime friend and high-school buddy. ''They are forced to conform to survive. Not Jack. He forced the company to change.'' 

His mother, Grace, whom he strongly resembles, gave him the confidence to refuse to conform. Welch learned much from her--including pure persistence. It took 16 years before she and husband John Sr. saw the birth of their only child on Nov. 19, 1935, in Peabody, Mass. John Sr., a Boston & Maine train conductor and union leader, worked long hours, often leaving for work at 5:30 a.m. and not returning until 7:30 at night. 

Welch and his mother would drive to the train station together, sit in the car in the dark, and talk while waiting for his dad to arrive. She convinced him that he didn't speak with a stutter, even though he did. She told him to aim for the sky. She took him to Fenway Park and helped cultivate his near lifelong passion for the Boston Red Sox. She nurtured his competitive instincts in games of blackjack and gin rummy around the kitchen table. And when she beat him, Welch recalls, she'd slam the cards on the table and shout ''Gin!'' in the loudest voice possible. ''I had a pal in my mom, you know,'' he says. ''We had a great relationship. It was a powerful, unique, wonderful, reinforcing experience.'' 

Young Jack, described in his high- school yearbook as a boy with ''a keen wit, a wise look, and an answer always ready,'' won a reputation as a bright and popular student but also as a jokester eager to pull off one caper or another. For the Senior Revue at Salem High School, Welch and his friends were wheeled onstage in baby carriages dressed in diapers and combat boots to sing Baby Face. 

Grace shared his achievements in high school, where Jack was co-captain of the golf team and treasurer of the senior class. She encouraged him through the University of Massachusetts and the University of Illinois. And when he earned his PhD in chemical engineering from Illinois, she called the newspaper in Salem to report on the event. ''She was putting stuff in the local paper like: 'Dr. Welch Receives His PhD,''' Welch remembers with a laugh. ''She was impossible.'' 

Grace died in 1966, shortly after Welch gave her $1,000 from the bonus he got at a time when he was making not much more than $20,000 a year. She used the money to go to Florida for the winter, and that was where she passed away. ''She was so excited to get something from me, so excited that I did that,'' remembers Welch. ''The only tragedy is...all the things I could do now for her. That's the tragic thing.'' 

To this day, Welch considers his mother's passing long before he gained much acclaim or financial success to be the single greatest disappointment of his life. The second might be the end of his first marriage, to Carolyn B. Osborn, whom he had met at a Lenten Mass at the University of Illinois. They divorced amicably after 28 years, in 1987. Friends say the Welches simply found themselves on different paths. After raising four children--Katherine, John, Anne, and Mark--Carolyn returned to school for a law degree. 

BLIND DATE. Welch met second wife Jane Beasley, a mergers-and-acquisitions lawyer at Shearman & Sterling, on a blind date arranged by Walter B. Wriston, longtime head of Citicorp who was then a GE director, and wife Kathy. The four met for dinner at Tino's, an Italian restaurant in New York, with Jack and Jane leaving the Wristons at 10 p.m. and going on to close the bar at Cafe Luxembourg at 4 a.m. 

It took a second date over burgers at Smith & Wollensky's in New York--both arrived wearing leather jackets and blue jeans--to make it stick. Some 18 months later, in April, 1989, they married. Jane quit her position as an associate to make Welch her full-time occupation and frequently travels with him. Like Welch, Alabama-born Beasley, 45, is bright, tough, witty, and unpretentious. The only daughter of a farmer and a schoolteacher, she grew up a tomboy in a family with three brothers. So she's a great sparring partner for Jack. She also has adapted to his passions, skiing and golf, while encouraging him to learn about hers. ''His wife promised to learn to ski if he would go to the opera,'' says Gertrude G. Michelson, a GE director and friend. ''I can tell you she has skied more than he has gone to the opera.'' 

The private Welch is a sports fanatic, a movie buff, and a media junkie engaged equally by scuttlebutt and facts. After a vigorous 45-minute workout in his home at 5:30 a.m., he begins every weekday by scanning the ''What's News'' column of The Wall Street Journal, then glancing at the index in the B section for GE stories. Immediately afterward, he goes to his favorite newspaper, the New York Post. An incorrigible gossip himself, Welch says he typically finds ''at least five good stories there,'' especially on media and entertainment. 

But there's no escaping GE business, even on vacations and weekends, when there are almost always faxes, telephone calls, and a stack of paperwork to mull over. In the evenings, he usually sits in front of the TV, watching MSNBC or CNBC while going through a foot-high pile of memos and reports. His favorite shows are NBC's Frasier and now off-the-air Seinfeld, though he has a formidable appetite for watching sports on TV, even--to the amazement of his wife--bowling. 

Above all, though, Welch is a golf nut. He learned the game as a 12-year-old caddy who studied the swing and stance of the best golfers. Welch also helped teach Jane, who had never played golf before meeting him. She has now won two club championships in a row on Nantucket, where the Welches maintain a summer home. 

The pair also purchased a house across the street from the Country Club of Fairfield. Meanwhile, Welch has lowered his handicap to five, though some partners say it's more like three. 

He attacks golf as he does everything: with vigor and abandon. On a recent three-day weekend, Welch and his wife squeezed in 90 holes of golf at Augusta, where he is a member. And on a golf trip to Ireland with three other couples the summer after his open-heart surgery in 1995, he played six courses in six days. That's Welch to a tee--always seeking a game, eager to best the competition. Just the can-do attitude to make a mother proud.

