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Connecting Leading Business Thought with Coaching Solutions
“Seven Surprises for New CEOs”

Harvard Business Review – October 2004

By Michael E. Porter, Jay W. Lorsch, and Nitin Nohria
(Highlighted phrases indicate areas where an experienced

 business coach can make a difference)
SYNOPSIS

The CEO’s job is different and more complicated than even the best-prepared new chief executive imagines.  The authors discuss the following: 

SURPRISE #1: You Can’t Run the Company
· Working with outside constituencies – analysts, media, lobbyists, charities, other companies’ boards – become your new priorities and no one can substitute for you

· You need to delegate the day-to-day operations to your general managers

· Your influence shifts from direct to indirect means – articulating a clear strategy; institutionalizing structures and processes to guide, inform and reward; mentoring key people; and setting values and tone
SURPRISE #2: Giving Orders Is Very Costly
· While a new CEO needs to put a stake in the ground to show what he or she stands for, it’s rarely a good idea to give a direct order

· The CEO needs to share power and trust others to make important decisions

· Second guessing a senior manager can demoralize and demotivate that person, and erode his or her authority and confidence

· It is rarely a good idea to unilaterally overrule a thoughtful decision that has cleared several other organizational hurdles

SURPRISE #3: It Is Hard to Know What Is Really Going On
· Reliable information is surprisingly scarce – despite a flood of information – because all information coming to the top is filtered, sometimes with good intentions, sometimes not

· Former peers and subordinates who used to supply informal information are now on their guard and protect their own agendas

· The best source of unfiltered information may be informal weekly lunches with 10 –12 mid- and lower-level employees – without their managers in attendance – or field visits and town-hall type forums

· Another source of unbiased information may be customers, other CEO’s, affiliations with industry associations, or independent advisors who could tell the unabashed truth and had license to criticize the CEO’s thinking

       SURPRISE #4:  You Are Always Sending a Message
· Your every move – both inside and outside the organization – will be scrutinized and interpreted

· Your every word, however small or off-the-cuff, will be instantly spread, amplified, and sometimes drastically misinterpreted

· When you WANT to send a signal, your dramatic support of your principles will speak volumes

· You must strive for consistency in your messages – offer simple clear messages, repeated often and illustrated with memorable stories
       SURPRISE #5: You Are Not the Boss

· As CEO, you still don’t actually have the ultimate authority – your board can fire you, set your compensation, overturn your strategy, and make other major decisions, especially now that new laws, regulations, court decision and shareholder activism have empowered and emboldened boards

· With a board, you suddenly have ten or 12 bosses instead of the one you used to have – yet little opportunity to develop personal relationships with them and little time to communicate with them so they feel neither uninformed nor surprised
       SURPRISE #6:  Pleasing Shareholders Is Not the Goal

· Actions and strategies favored by shareholders (and analysts) may not be benefit the ultimate competitive position of the company nor the creation of sustainable economic value

· The CEO must courageously sell a clear strategy that distinguishes the company from others and addresses industry fundamentals, and then to shape how analysts and shareholders look at the company, hopefully attracting the right shareholders who believe in the company, not those who are looking for a quick profit

       SURPRISE #7:  You Are Still Only Human

· You need to resist the illusion of self-importance, omnipotence, and omniscience

· It will be difficult and ego-bruising to accept gaps in your expertise and admit that the job is more physically and emotionally taxing than any other you have had

· You must maintain balance between the personal and the professional
· Your relationships with your family and friends will undoubtedly change

· You can be seduced by bad deals in an effort to leave a legacy

· You must make a disciplined effort to stay humble, to revisit decisions and actions, continue to listen to others, and to find people who will be honest and forthright
The authors conclude with three implications for CEO leadership:

· The CEO must learn to manage organizational context rather than focus on daily operations.  

· The CEO must recognize that his position does not confer the right to lead, nor does it guarantee the organization’s loyalty.  The CEO’s ultimate success depends on the ability to enlist voluntary commitments rather than the forced obedience of others.
· The CEO must not get totally absorbed in the role.  Only by maintaining personal balance and staying ground can the CEO achieve the necessary perspective to lead the company to long-term prosperity.
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