PREFACE AND

ACKNOWLEDGMENTS

My father told captivating bedtime stories. As a history teacher he was
able to take me back to the strects of ancient Rome, the dramatic battle
fora ncarb}' castle in I504, Or the adventures of Andreas Hofer, a 1oth-
century freedom fighter who tried to throw the mighty armics of Napoleon
out of my home state. (He lost, but I can assure you that he put up quite
a fight.) No doubt these tales set the stage for my interest in history. But
these stories also t:lught me that h.istor}* holds more than entertainment
value: it’s an endless source of lessons, and cach of us can learn anew by
traveling into the past. Now, I realize that is perhaps not such an unusual
insight. Nonetheless, it marked a profound turning point for me and pro-
vided a lesson worth reminding ourselves of from time to time.

In business we often forget about history. Or worse, we discount it as
something that is no longer relevant. While history might not repeat itself
in exactly the same way, such a view of history disregards the sheer end-
less opportunities to learn from the past. Sure, we do not struggle with
cxactly the same issues as the men and women of the Industrial Revolu-
tion faced. But once we look below the surf:tcc., we notice that there are
still many similaritics. How should we react when a competitor enters our

market? Which type of leadership is most suitable in times of trouble? Is
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innovation the only way to ensure future success? These questions arc as
relevant today as they were 150 years ago! Throw any question you can
think of at “history,” and you will receive a number of answers that will
enrich your understanding. The tricky bit is finding the stories in history
that are most uscful for addressing the issues in question—which brings
me to why I'wrote this book. I tried to identify relevant answers provided
by h.is‘cor}'. I tried to capture what we can learn from the h.is‘[ory of out-

standing corporations.

Who Should Read the Book?

Exccutives who are interested in managing for the long term should read
this book. I hopc that thcy will be able to learn from the histor}* of the
outstanding corporations featured in the boolk, but also be inspired to
investigate the past of their own companies. The data, diagnostics, and
storics should help them in answering the following questions: (1) How
should we balance innovation and operational excellence? (2) Are we
over- or under-diversified? (3) Which mechanisms can help us to capture
some of the lessons we learned? (4) Should we be bold or conservative?
(5) How can we successfully transform our organization? (6) Who is the
right person to succeed me? Investors, :Ln:tlj*sts, and consultants should
also find this book useful when thcy try to assess the long—tcrm strategles

of corporations.

My Promise to the Reader
In his outstanding bool Proftt from: the Core, Chris Zook notes that in any

given year about two hundred business tools and frameworks are in use.
What’s most surprising is how short-lived many of those are. It’s almost
as if one fad hunts the next one. New tools are b}' nature not yct tested.
They promise the ultimate solution, but once they turn out to be more
shine than substance, they quickly disappear. This books promises not to
deliver another magic cure, a solution to all your problems. Its offer is
stories and insights from history. Each of its propositions has been tested
for more than Too years in different settings. And even if the ideas put

forward are not suitable for your organization, they will stimulate discus-
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sion. In fact, since this book and I are outsiders to your particular situ-
ation, this is all that we can offer: food for thought to help you develop

ideas that work in your organization.

Thank You
This book was made possible through the help of many, and I want to

cxpress my sincere thanks. Professor Franz Mathis and Professor Hans
Hinterhuber from Innsbruck University, Professor Gianmario Verona from
Bocconi University, and Davis Dyer from the Winthrop Group all shaped
the boolk profoundly by listening to my ideas, challenging them, and
sharing their own experiences. I am equally indebted to the project team
members who spent months, some of them ycars, worlcing with me on the
book. In their doctoral dissertations Daniel Blum analyzed the financial
performance of our companies, Evelyn Muth studied failing companies,
and Philip Wiltermann concentrated on German insurance companies.
Stephan Hager, Mathias Héglund, Alex Neulinger, Patricia Pedratschey,
and Christine Raschke labored through some of the tricky issues while
compiling their master’s theses.

Throughout the project we were able to rely on the advice of many
accomplished experts. I want to express my gratitude particularly to
those who joined our advisory board: the late Alfred D. Chandler, from
Harvard Business School; Arie de Geus, author of The Living Company,
Edgar Jones, who wrote the fascinating history of Glaxo; Michael Mirow,
the former head of Siemens’ strategic planning unit; Jerry 1. Porras, a
coauthor of Built to Last; Peter Schiitte, from Nyenrode University; and
Risto Tainio, from the Helsinki School of Economics.

Next, I want to thank the top exccutives who agreed to be inter-
viewed by us. I know that their schedules are very busy, and we appreciate
that they took the time to support our cfforts: Régina Boullié-Gugliemi,
Ciments Francais (Director of Finance); Keith Daton, Lafarge (Senior
Vice President, HR); Marc Desgranges, Ciments Frangais (Director
of Strategy and Development); Heinz Dy, AEG® (CEQ 1980-1990);
Hermann Franz, Siemens (Chairman 1993-1999); Jean-Pierre Garnier,

Glaxo (CEQ 2000-2008); Stephen Green, HSBC (Chairman since 2006,
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CEO 2003-2006); Jean-Picrre Herbinier, Ciments Francais (Director of
Formation and Development); Cor Herkstrdter, Shell* (CEQ 1993-1998);
Christian Herrault, Lafarge (Board Member since 1998); Arno Junke,
Cologne Re (Board Member 2003-2007); Klaus Kleinfeld, Siemens (CEQ
2005-2007); Christian Kluge, Munich Re (Board Member 1998-2006);
Martin Lord, HSBC (Head of Government and Community Relations);
Peter Litke-Bornefeld, Cologne Re (CEQ 1993-2009); Mark Moody-
Stuart, Shell (CEQ 1998-2001); Alexander Nicuwenhuizen, Lafarge,
(Senior Vice President, HR); Jorma Ollila, Nokia (Chairman since 1992,
CEQ 1992-2006); Heinrich von Picrer, Siemens (Chairman 2005-2007,
CEO 1992—2005); David Prosser, Legal & General Group ple (CEQ 1991-
2005 ); Hans-Jiwrgen Schinzler, Munich Re (Chairman since 2004, CEO
1993—2004 ); Henning Schulte-Noclle, Allianz* {Chairman since 2003,
CEQ 1991-2003); Sara Ravella, Lafarge (Board Member since 2008);
Edzard Reuter, Daimler Benz (CEQ 1987-1995); Peter von Sicmens,
Siemens (member of family swho founded company J; Reinhard Siepenkort,
AEG (former Company Seceretary); Peter Stileman, Standard Chartered
(Head of Corporate Development); Richard Sylees, Glaxo (Chairman
1997—2002, CEQ 1993—2000); Jeroen van der Veer, Shell (CEO 2004-
2009); Lodewijk van Wachem, Shell (Chairman 1992-2002, CEO 1985-
1992); Gerrit Wagner, Shell (CEO 1972-1977); Phil Watts, Shell {CEO
2001—2004 }; Claus Weyrich, Siemens (Board Member 1996-2006); and
Ginter Wilhelm, Siemens (Board Member r992-2000).

As inany project of this magnitude, we relied on people both within and
outside the companies to help us gain access to crucial data and improve
our understanding of their business practices. I swould like to thank Chris
Allen, Raphacl Sagalyn, the late Gover Boeles, Matt Nixon, Bjorn Edlund,
Frank Wittendorfer, Klaus Wigand, Christina Schmée, Winfried Wittman,
Reinhardt Siepenkort, Tina Staples, Edwin Green, Christian Devilliers,
Michel Albert, Jean-Paul Berquand, André Boutiron, Jean-Picrre Naud,
Olivier Gosset, Phillipe Fabres, Géraud de Fontanger, Jean-Claude Le Berre,
Stephan Doumenc, Zoran M. Andric, Dirk Johannsen, Kim Lindstrém,
Blandine Eminyan, Barbaresco Gabricle, Jules van Well, Monika Bergstrom,
Micke Hovmoller, Barbara Eggenlkidmper, Gerd Modert, Professor Peter
Borscheid, Gotz Denzinger, and Sabine Denné.
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I would also like to thank my colleagues from the different institu-
tions where I resided during the research for their support: Professor Kurt
Matzler, Andrea Mayr, Dagmar Abfalter, Margit Raich, Sandra Rothenberger,
Lulkas Siller, Professor Birgit Renzl, Julia Hautz, Irina Kapavik, and Julia
Miller at Innsbruck University; Chris Allen, Professor Geoffrey Jones,
and Walter A. Fricdman at Harvard Business School; Professor Ludovic
Cailluet at Institut d’administration des enterprises Toulouse; Professor
Constance E. Helfat, Professor Alva Taylor, Professor Richard D*Aveni, and
Professor Robert G. Hansen at the Tuck School of Business at Dartmouth;
and Professor Michael Mayer, Professor Klaus Meyer, Professor Edmund
Thompson, Sara Dixon, Felicia Fai, Ajit Nayak, Relkha Rao, and Helen
Xia at the University of Bath.

The rescarch was funded by the Austrian National Bank’s Jubiliums-
fonds fiir die Férderung von Forschungs- und Lehravfgaben der Wissen-
schaft. T express my sincere gratitude for this support.

Iwould also like to especially recognize some of my closest friends. As
in any project, there are days when nothing scems to work. These people
providcd the support networlk that hclpcd me on those bad d:tys. Likewise,
they made the bright days brighter: Priscilla Chandrasekaran, Andreas
Miiller; Andreas Paulhuber, Michael Duregger, Angelika Hummel, Hellen
Gikaria, Bernadette Loacker, Hannes Wicsflecker (to whom I am particu-
larly indebted for malking my homepage http:/swww.enduringsuccess.com),
my brother-in-law Murimi, my sister Carolin and her husband, Simon. I
am honored and gr:ttcful to be your friend.

Finally, I am deeply thankful to my parents and my wife, Florence. You
went through all the different emotions together swith me and sometimes
felt them stronger than I mysclf did: hope, disappointment, triumph, fail-
ure. I know it is not akways casy to put up with the stress I go through,
and I do not have sufficient words to express my feelings, so let me sim-

ply say I love you.



