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HBR’s cases, which are fictional, present common managerial dilemmas 
and offer concrete solutions from experts. 
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A larger-than-life CEO left Innostat with larger-than-life problems. 

The new boss knows the company needs fundamental change, but the 

image of her predecessor hovers.

 

The memorial service was a sellout. Jack
Donally had been a colossal figure who com-
manded a lot of respect, if not affection. He’ll
be a hard act to follow, Stephanie Fortas
thought as she strained to make sense of the
eulogy, delivered in a thick Irish accent by the
same priest who had married Jack and Moira
Donally 40 years ago. Moira must be feeling es-
pecially lost, Stephanie thought. A deferring,
uncomplaining woman, Moira had apparently
taken second place to Innostat all her married
life, and just when it seemed that she would
soon have Jack all to herself, he up and died.

But it wasn’t just Moira and her five children
who looked lost, Stephanie thought. Everyone
seemed bewildered. As the CEO appointed by
the board to succeed Jack just before his un-
timely death, Stephanie knew that a lot of people
would be looking to her for answers. She edged
forward to pay her respects to Moira, aware that
a lot of curious eyes were fixed on her.

“I’ve heard so much about Jack,” Stephanie
said, offering her condolences to Moira. “I’m
going to do my best to protect his legacy.”

 

A One-Man Show

 

That legacy was formidable. Boston-based In-
nostat was very much Jack Donally’s creation.
He had transformed the company from a small
local manufacturer of scalpels and other surgi-
cal equipment into the world’s best-known
maker of prosthetic limbs and surgical im-
plants. Sales had reached more than $2 billion,
with the company employing more than 5,000
people at locations in Boston, Los Angeles, and
Dublin, Ireland. Innostat also had sales and
marketing country organizations around the
world. A pharmacist’s son from the rough-and-
tumble Irish American stronghold of South
Boston—Southie to the locals—Jack had
joined Innostat as a salesman right after com-
pleting a tour of duty in Vietnam as a medical
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orderly. His unit had been in the thick of some
of the worst action, and he always said after-
ward that his passion for the company and its
products came from that experience.

Under Jack’s leadership, Innostat built a rep-
utation for technological innovation and man-
ufacturing quality. That was, on the face of it,
surprising, since Jack had majored in history at
the University of Massachusetts and liked to
say that he had no head for “science talk.” But
the truth was, he loved to spend time talking
to surgeons and researchers. He had that spe-
cial skill that merged an interest in technology
with an understanding of what customers
needed and wanted. He typically came back
from his travels full of ideas for new products.
He would go straight to the head of R&D and
get him started on a project, rarely engaging
Innostat’s senior team in discussions of these
ideas and how they fit in to the company’s
broader strategy. Consequently, marketing
never developed as a strong function, and
R&D, though technologically sophisticated,
never developed marketing savvy.

Despite his primary focus on new product
ideas, Jack was also acutely conscious that
health care products had to be error free, and
he had always kept a close eye on manufactur-
ing. Frank Timoshotsky, the self-effacing head
of production recruited from Toyota, had intro-
duced many of the car company’s quality prac-
tices, which had helped the firm win a Baldrige
prize.

But in the three years before Jack’s retire-
ment, Innostat’s performance had declined dra-
matically, and the company was facing strong
competitive challenges in its key markets. The
firm’s once generous margins had narrowed as
other companies found ways to engineer
around Innostat’s patents and develop competi-
tive products of their own. Worse, the company
seemed to have lost its innovating edge. After a
string of new offerings in the 1990s, which de-
livered annual growth in revenues and profits
of more than 15% a year, Innostat had not
launched any major new products for the past
four years, yet they were essential for profitable
growth.

Stephanie had not been Jack’s choice for a
successor. He had strongly pleaded the case for
Frank to the board. But three years of falling re-
sults and growing pressure from Wall Street
had prompted the board to look for an outsider.
The directors settled on Stephanie because of

her technical background. A 1989 PhD from
Stanford, she had also received an MBA from
MIT’s Sloan School in the early 1990s, and then
headed back West to join the marketing depart-
ment of Phasar, a medical technology company.
Stephanie’s combination of technological skills
and business savvy had marked her as a high-
flier, and within ten years she had become the
company’s chief operating officer. In that role,
she worked closely with Phasar’s chief science
officer to ensure that the company’s R&D ef-
forts were focused on commercially viable
products.

The headhunter had caught Stephanie at
the perfect moment—right after a messy di-
vorce. She was eager to put California behind
her, and a professional challenge offered just
the kind of distraction she needed. There was
no doubt that Innostat would present that
challenge. It seemed to have completely lost
the ability to innovate, and investors were
starting to question whether the company ac-
tually had a strategy. Long term, Stephanie
knew that she would have to radically alter the
way the firm innovated. But she wasn’t sure
that Innostat was in any shape to survive a
major change initiative.

 

The Walk by the River

 

Stephanie believed in tackling big challenges
head-on. Her first priority was to figure out
how Frank felt about her and whether she
could work with him. They had met at her
hotel in Harvard Square the day after her ap-
pointment was announced, and Frank had
proposed a stroll along the Charles. It was a
warm, early October day, and the university
crew teams were out on the river practicing
for the Head of the Charles regatta later in the
month. As they walked, Stephanie and Frank
struggled to find common ground.

“Where do you plan on living?” Frank asked.
“Back Bay, probably,” Stephanie said. “I don’t

have kids, so I don’t need a big house. Anyway,
I like the buzz of city life.”

“I know what you mean,” Frank agreed. “I
miss Back Bay. Cathy and I had a place there
until the kids came along. Now we’re in the
suburbs. The schools are good, and the com-
mute is fairly short. But I miss the edge of city
life sometimes.”

Frank shuffled his feet. “Look, Stephanie,” he
said. “You have a lot of problems in this com-
pany, and I’m not one of them. I know every-

mailto:mbeer@hbs.edu


 

Big Shoes to Fill

 

•

 

•

 

•

 

HBR C

 

ASE

 

 S

 

TUDY

 

harvard business review • may 2006 page 3

 

one thinks of me as Jack’s boy, and I was. But
I’m not such a fool that I can’t see that the
company needs to change.” He caught
Stephanie’s eye. “We got way too dependent
on Jack for ideas,” he said, “and, to be honest,
he didn’t have much faith that anyone in the
company could come up with them, so he
didn’t really develop the capability. He was al-
ways talking to people outside the company
for ideas. And now we’ve got a real problem on
our hands.”

Stephanie listened intently. “And what would
you do if you had my job?” she asked pointedly.

Frank paused for a moment. “Well, to begin
with,” he said, “we’ve got to take a look at why
people are not thinking beyond their immedi-
ate functional departments. People around here
are focused only on making their numbers
within their own units, so they don’t have much
reason to respond to product development initi-
atives from R&D. Besides, they don’t believe
R&D’s estimates of market potential. So why in-
vest time and money on a promise they don’t
believe? When Jack pushed an idea, we all re-
sponded because Jack was the boss, and he was
just that kind of guy. But with him gone, who’s
going to stick their necks out now?”

“Did you ever talk to Jack about this?”
Stephanie asked more abruptly than she
had intended.

“I didn’t,” Frank acknowledged. “But we did
get a report from PK Henderson a year ago.
The board got Jack to call them in for a con-
sult. They came up with this reorg idea. Most
of us thought it was a little crazy and that a
massive reorganization was not the answer.
Personally, I still believe that the problem is
motivation, that the company needs more
powerful incentives to get people thinking out
of the box. Jack didn’t see it, though, and he
buried the report. He said that really good
ideas don’t need incentives, they need passion,
and that he was the chief passion officer.”

 

Filed but Not Forgotten

 

Stephanie had come away from the conversa-
tion intrigued. She’d been told about the
Henderson report in her negotiations with the
board, but only in passing. The board mem-
bers had seemed quite dismissive, so she
hadn’t pressed them on it. She decided to get
herself a copy.

Stephanie read the report that night in her
office over a tuna sandwich from the company

cafeteria. She picked up the binder and turned
to the summary page. As Frank had told her,
the report’s recommendations involved a fairly
major change to the company’s management
practices. Decision rights for new product de-
velopment were to be taken out of R&D and
given to cross-functional new product develop-
ment teams headed by senior marketing peo-
ple. The teams would be responsible for seeing
the development from its early stages through
to introduction of the product. The teams
would be made up of those most closely re-
lated to the new development: bench scientists
from R&D, a relatively senior manufacturing
engineer, along with the manager of the plant
making the product and someone from sales.

Because Jack had played such a dominant
role in defining new product opportunities and
pushing them through the organization, the
consultants acknowledged that the marketing
division lacked the experience and credibility
to do this kind of work. On the other hand, the
division had the best view of the market
through its relationships with surgeons. Yet
sales and marketing at Innostat was heavily
sales dominated and had few people with both
high levels of marketing and general manage-
ment skills. To get around this problem, the
consultants had suggested creating a strategic
marketing department that would report to
the CEO. This new department would be re-
sponsible for identifying opportunities and for
leading the product development process. No
recommendation was made as to who in the
company might head this new department. It
was this issue that slowed acceptance of the re-
organization plan. Jim Pappas, director of sales
and marketing, clearly didn’t have the head for
this kind of work. But, like most salesmen, he
was fiercely territorial and resented losing part
of his responsibilities.

Stephanie felt for Jim. He was an old-school
salesman down to his fingertips. He enter-
tained lavishly, and he probably knew the
golfing handicap of every hospital purchasing
manager in Boston. It wasn’t going to be easy
for him or for anyone in the company to give
up his sovereignty; once it happened, all hell
could break loose. Stephanie looked around
her office, which had Jack’s personality im-
printed on it. A huge corner suite with an
oversized mahogany antique desk, the room
communicated the force of life that had been
Jack Donally. “He certainly was a charismatic

“Jack said that really 
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leader,” Stephanie thought, scanning her sur-
roundings, “but I wonder what his kids
thought of him. He must have been a difficult
man to live with.”

Stephanie forced her mind back to the re-
port. The consultants believed that people
needed to be motivated further to commit the
time and energy to the new process, and rec-
ommended that employees be held account-
able to both their functional and team heads.
The consultants also suggested that the team
leaders and members be measured on the
timeliness and profitability of new products
and that all incentives be monetary and based
on performance. They recommended hiring an
organizational development consultant to
work with HR on designing the new system
and on creating appropriate training programs.

It was the final recommendation, though,
that obviously got the report killed. Henderson
had strongly urged Jack and other top execu-
tives to be less involved in the details of devel-
oping new products, limiting themselves to for-
mulating strategy, choosing the portfolio of
new products, reviewing team progress, and
continually reprioritizing projects and reallo-
cating money and people based on emerging
information. Stephanie wondered whether the
consultants who recommended these mea-
sures would ever have received another assign-
ment from Innostat. Probably not. Jack would
never have said yes to these recommendations.
But should she?

 

Company or Career

 

Stephanie put the question to Teddy Adler,
her executive coach. Stephanie had first con-
sulted Teddy for career advice shortly after
joining Phasar. A fellow Sloan alum had rec-
ommended him: “He’s a bit domineering but
very smart,” the alum had said. “He can give
you a real political edge.” Teddy had more
than lived up to the billing.

After Stephanie read the report, she and
Teddy met at a small restaurant in Cambridge,
one of Stephanie’s favorite haunts when she
had been a student at MIT. The restaurant was
part of a popular, upmarket local chain, and
Stephanie remembered having a farewell meal
there with some friends after her business
school graduation. She ordered a small Caesar
salad and a glass of Diet Coke as she settled
down to talk with Teddy, who was fairly dis-
missive of the Henderson report. “There’s no

way you can win doing a wholesale reorg,” he
said, leaning in and lowering his voice. “You
just don’t have the people to make it work fast
enough. It’ll take five years minimum. If he’d
wanted to, Jack might have made it work, but
not you, not yet. You’ve got to build some capi-
tal with the board to make that kind of change,
and to do that you’re going to have to rack up
some successes.”

Stephanie pushed back. “Suppose I don’t
turn out to have any great ideas for products,
or the ones I do develop and push through just
don’t pan out? Then we’re back to square
one—and at that point, the honeymoon, such
as it is, will be over.”

“Look, Stephanie, that’s just the risk you
take with this kind of job. What this board
wants is new products, and they’re not worried
about how they get them. They’ve made you
CEO because they think you can give them
what they want. Remember, they saw the re-
port, too, and they buried it. If they’d wanted
to do what the report recommended, they
would have hired some reorg expert instead of
you. Your strong suits are technology and mar-
keting. That makes you the best person to spot
new products that will work—products that
you can then drive through the organization.
In this respect, your biggest problem will be Ti-
moshotsky because, whatever he says, he’ll re-
sent the fact that you got the job and he didn’t.
The other people will fall in line. Pappas is
near the end of his career and won’t want to
move, so he’ll ultimately knuckle under. And
Chuck Bukowski over there at R&D is used to
playing a supporting role anyway. With limited
time at your disposal, you’ve got no choice but
to repeat the Jack Donally leadership formula.
Create your own senior team, pick a product,
and be forceful in moving it through to conclu-
sion, even if that means more top-down man-
agement than is typically your style.”

At that point, friends joined them, and the
conversation shifted to the Red Sox. Stephanie
listened with only half an ear; baseball bored
her, and her head was full of the conversation
she and Teddy had just had. On one level, ev-
erything he said made sense. A massive reorg
carried a lot of risks. The noncollaborative cul-
ture of the company made it hard to see how a
complex matrix like cross-functional organiza-
tion could possibly work. Moreover, there was
the question of who in the company could lead
the new strategic marketing group. As Teddy
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had pointed out, she could find herself out on
her ear before the results came in. If the com-
pany survived after she left, it would be the
next CEO who got the glory. And that was sup-
posing Innostat could even stay independent.
It was obvious that the board knew that, too.
Why else would it be in such a hurry?

But Stephanie wasn’t so sure that Teddy was
giving her good advice. Her experience and val-
ues instinctively told her that developing the or-
ganization and its people so that the company
would possess the capability for sustained inno-
vation was the way to go. Innostat has shown
that it can’t dream up new products on its own.
Shouldn’t she be looking for ways to fix that?
Wasn’t a CEO supposed to look to the long
term? Or was she just cooking her goose?

Then again, she had never been in this type
of turnaround situation before. Frank had said
that the problem in the company was motiva-

tion. People needed an incentive. Why not
make a larger percentage of managers’ com-
pensation contingent on sales and profits?
This, together with strong leadership from her,
might be just the solution. Maybe Teddy was
right after all.

“Guys,” Stephanie said to Teddy and those
who had joined them, “I have to go. I have an
early morning meeting tomorrow.” She sug-
gested they stay and enjoy the rest of the
evening. She walked out of the restaurant into
the cool fall air. “Let’s see, which way?” she
said out loud, speaking to no one in particular.

 

What should Stephanie do: institute a basic 

reorganization, or re-create the Jack 

Donally model of strong leadership?
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by Robert A. Eckert

 

What should Stephanie do: institute a basic 

reorganization, or re-create the Jack Donally model of 

strong leadership?

 

Unfortunately, it is not uncommon for a suc-
cessful, charismatic leader to lead a company
with a strong, passionate, and very personal
hand. When that style plays itself out, how-
ever, the company’s performance starts to
wane, and the opportunity for a transforma-
tional leader opens up—a leader who focuses
on the systems and processes of a company as
opposed to creating a personally dependent
organization, the way Innostat was dependent
on Jack Donally.

Sometimes the charismatic leader can sti-
fle a company’s innovation because all the
decisions have to go through him or her; in
such situations, the “best” ideas need to orig-
inate from the top, and everything needs the
leader’s blessing. With this style of leader-
ship, the organization can lose some of its
creative energy.

Stephanie Fortas needs to be a transforma-
tional leader. The board doesn’t want another
big personality. It is looking for a new model of
change, and Stephanie can successfully man-
age that change if she can get out of Jack’s
shadow. Stephanie’s coach tells her that In-
nostat can’t survive any major upheaval. But,
in fact, the company is ripe for a transforma-
tion and needs it. There have been no new
products, no new innovations—most of the or-
ganization is probably waiting for Stephanie to
make a real change.

There are certainly some parallels between
my experience at Mattel and this case. When I
joined the company in 2000, it was underper-
forming. The board of directors and the senior
management team were both underutilized.
So I had to focus right away on establishing a
direction and vision for the company in order
to move us forward. The organization evolved
quickly and, within my first few months, the
executive team and I made some important
hires. We had a new person come in from the
outside to head up the worldwide supply

chain. We brought a new individual in to run
corporate strategy; he is now leading interna-
tional. Finally, we brought in someone to di-
rect investor relations; she is now our CIO.

Stephanie will have about three to four
months to bring in several people who will
complement the solid management team al-
ready in place. She’s got a good prospect in
Frank Timoshotsky. I appreciate Frank’s can-
dor and skills and would trust him. Jim Pappas
is a terrific salesman but someone with no
marketing expertise. Stephanie needs to con-
vince him that she has to go outside to find a
marketing person. She should complement
these proven performers with a few choice out-
side hires to create a first-class team.

How Stephanie runs that team is paramount
in determining Innostat’s future. Every Tues-
day morning at Mattel, we get all the function
and division heads together to discuss what’s
going on in the business and which projects
are a top priority and are affecting other areas
of the business. We set priorities on the basis of
annual corporate goals, and we work together
to execute those priorities.

I would advise Stephanie against setting up
the organization as a matrix, which the Hend-
erson report recommends. A matrix organiza-
tion is too complex for where Innostat is today.
The company may evolve into one, but right
now no one will feel responsible for results. To
instill ownership, Stephanie has to force her
people to operate together as a team. She
needs to be right in there, getting her hands
dirty. As the leader of the team, she has to en-
gage her people. Jack used to walk into R&D
and just make things happen. But Stephanie
has to really partner with her team.

 

Robert A. Eckert

 

 is the chairman and CEO at Mattel, 
headquartered in El Segundo, California. Before joining 
Mattel in 2000, Eckert spent 23 years at Kraft, the last 
three years as CEO. 
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What should Stephanie do: institute a basic 

reorganization, or re-create the Jack Donally model of 

strong leadership?

 

Stephanie should begin by firing her coach.
He’s presenting her with false choices and
making assessments of Innostat’s people and
politics without any data. If this is his typical
MO, Teddy Adler’s advice will someday be
spectacularly wrong.

Stephanie needs to break with the past and
energize Innostat around its performance is-
sues. That’s not to say she should follow the
Henderson report recommendations. In fact,
implementing a major reorg, with all the pitfalls
and distractions it entails, is the last thing I’d ad-
vise her to do. In my own experience, structural
reorganizations are overrated. Sometimes, when
a company suffers from severe organizational
dysfunction, you don’t have a choice. But reor-
ganizations encourage people to focus inter-
nally on company politics and position instead
of looking externally at the challenges pre-
sented by the competition and customer needs.

Still, the Henderson report is directionally
right. Stephanie needs to get people in the
post-Jack company to operate in new ways.
She could do that quite easily by setting up
some targeted ad hoc cross-functional teams
around productivity improvements and new
product opportunities. That wouldn’t consti-
tute a major reorg, and it would give her a
means to leverage her skills, build credibility,
and learn how the company works. Right now,
even if she had to, she wouldn’t be in a good
position to make major changes because she
doesn’t know the people or the organization
very well. Finally, working on the teams would
give Stephanie the opportunity to take a
hands-on role in coaching and in contributing
her own experience and technical skills.

That’s a very different leadership model
from Jack’s. Stephanie needs to be very careful
not to be the dominating force within the
cross-functional teams. She should, for a start,
designate other people (and not necessarily
marketing people) to be team leaders.

Teddy advises her to make some changes to
the top team. I wouldn’t advise that, unless it’s
clear that any of the senior managers are deter-
mined to create problems or aren’t up to the

job, neither of which seems to be the case at
this point. What she does need to do, though, is
make sure that the senior executives are clear
about the challenge and deeply involved in the
effort to improve performance. She could, per-
haps, have the new cross-functional perfor-
mance teams report to the top team so they
could all track the company’s progress and build
a collective understanding of the company’s
problems. That approach might also help the
senior executives gain insight into their own ef-
fectiveness as leaders and how their leadership
styles affect those in the company.

Frank and others seem to think that some of
Innostat’s problems can be solved by creating a
new incentive structure. Now, incentives are
important, but my feeling is that they should
lag rather than lead the changes. Of course, if
your comp system encourages the wrong kind
of behaviors or discourages employees from
collaborating effectively, you do have to make
immediate changes. But unless the system is
creating obvious problems, I would leave it
alone for now. My goal as a leader would be to
get people focused on meeting the challenges
facing the company, and on the emotional re-
wards of being part of that winning effort,
rather than on spending a lot of time and ef-
fort redesigning incentives.

Stephanie should frame the coming year as
a transition period. Getting the organizational
structure and compensation system right are
jobs for the future. The immediate priority
should be to energize the company’s talent
around getting performance back on track and
getting people to embrace a different way of
working. You’d be surprised just how quickly
the relatively small changes I propose can af-
fect corporate culture, even at a company the
size of Innostat, provided the leadership team
is determined and cohesive. Results could
come within a year.

 

Steven F. Dichter

 

 (sdichter@truepoint.com) is the di-
rector of TruePoint Partners, a research-based organiza-
tional consulting firm based in Waltham, 
Massachusetts. 
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What should Stephanie do: institute a basic 

reorganization, or re-create the Jack Donally model of 

strong leadership?

 

Jack’s death is a watershed for Innostat. Even if
he hadn’t died, it was time to take the com-
pany out of his hands—or at least put him into
a role where he was not calling all the shots.
Charismatic CEOs like Jack can be good for
small companies, but they can be bad news for
large ones. Even before Jack died, the firm
needed change: There were no new products,
and the financials were bad. Teddy, the execu-
tive coach, tells Stephanie she should imitate
Jack’s strong leadership style if she is going to
succeed. That advice is setting her up to fail.
She isn’t leading some start-up; she’s the CEO
of a large, publicly traded company.

The Henderson report is not where
Stephanie should be looking in the short term.
Given the company’s poor financial health, it
would be wrong to take product definition out
of the hands of the CEO and the top team and
entrust it to a bunch of midlevel managers,
which is what the report recommends. The
current middle management isn’t used to that
kind of responsibility, and it would take too
long for newcomers to come up to speed in the
organization. So senior management will have
to take a hands-on role in the next couple of
years until the company’s finances are healthy
again—while promoting, recruiting, and devel-
oping next-generation leaders to do this work.
Sorting out that senior team should be
Stephanie’s immediate priority. Frank is the
strongest player, and I believe him when he
says he doesn’t want to challenge Stephanie.
He should be a key part of the turnaround. Jim
is about to retire but should be asked to
stay another year so that he can help build his
department’s bench strength and, more im-
portant, transfer his customer relationships
to his successor.

There’s some low-hanging fruit to pick as
well. Charismatic leaders like Jack often
have difficulty killing products that are
their ideas. The top team could make an im-
mediate difference to the financials by elim-
inating some unprofitable product lines and
using the money to invest more in the com-

pany’s successful ones.
Long term, of course, a reorg will be neces-

sary. Stephanie has to change the company’s
culture so that lower-level managers can take
more responsibility for product definition and
development. At present, Innostat is a siloed
organization. People don’t talk to each other
very much, and lower-level managers are not
expected to come up with new ideas. Fixing
that will involve a matrix structure similar to
the one the Henderson team proposed.
Granted, such structures can seem cumber-
some, but it’s my experience that they work. In
fact, if you’re a manager in a large firm, you
need information and support from lots of dif-
ferent people, so you’re probably operating in
a matrix anyway, even if it’s not a formal one.

If I were Stephanie, I would not reengage
the consultants, at least not yet. But I would
meet with them privately off-site. I would ask
them to walk me through the report. Consult-
ants know more than they write in reports.
They can tell Stephanie who’s likely to resist
changes and who’s likely to support them. My
guess is that all those who may have agreed
with the report kept silent; it would have been
political suicide for them to speak up. The in-
formation the consultants give her will help
her lead the eventual reorg more effectively.
And it won’t have to take as long as Teddy
thinks. At Motorola, a $36 billion company, we
made significant and noticeable progress in
changing our culture in about two years.

Whatever Stephanie does, she will need to
get the board behind her. Teddy’s got her
looking over her shoulder at the wrong peo-
ple. The real trouble is likely to come from
the board, which was put together by and
highly aligned with Jack. If she can’t get mem-
bers to support what she wants to do, then
she’ll be in serious trouble.

 

Patrick J. Canavan

 

 (patc59@gmail.com) is a senior vice 
president and the director of global governance at Mo-
torola, headquartered in Schaumberg, Illinois. 

Teddy tells Stephanie she 

should imitate Jack’s 

strong leadership style. 

That advice is setting her 

up to fail.
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Case Commentary

 

by Kerry Sulkowicz

 

What should Stephanie do: institute a basic 

reorganization, or re-create the Jack Donally model of 

strong leadership?

 

Stephanie should begin by picking up the
Henderson report and promptly feeding it to
the nearest shredder. The plan wouldn’t have
solved Innostat’s innovation problem when
Jack was in charge, and it would create even
more of a mess now that there’s a new CEO.
Some aspects of the plan might ultimately
make sense, but one of the common pitfalls
for CEOs is to believe that organizational
change alone can undo fundamental prob-
lems in leadership and culture. The plan will
not solve the company’s creativity crisis.

Jack is a hard act to follow. His accomplish-
ments as a charismatic, visionary leader are re-
markable. Yet three years before his retire-
ment, Innostat began losing its innovative
edge. Something happened to Jack. Had the
prospect of retirement dampened his creativ-
ity? Was his diminished effectiveness a subtle
manifestation of the illness that ultimately
took his life? Undoubtedly, external forces—
competitive challenges in key markets, nar-
rowed margins—came into play, but Jack’s
leadership had already begun to fail.

Jack wanted Frank, his trusted head of pro-
duction, to succeed him. The board probably
sensed Jack’s ambivalence about letting go—
perhaps in his choice of successor—and wisely
recognized that Frank, while extremely valu-
able to the company, wouldn’t be able to shake
up new product development. But the board
might have erred in choosing an outsider with
a strong technical background rather than
someone with proven leadership skills. It’s a
lot easier to hire a person with technical exper-
tise than a creative thinker or an inspired
leader.

Stephanie’s state of mind is also a concern.
Will her need to escape a painful divorce allow
her to engage fully in solving Innostat’s perfor-
mance crisis, or is she emotionally vulnerable
and prone to being unduly influenced by oth-
ers? Stephanie is filled with self-doubt, and it’s
not clear whether that’s a dose of healthy hu-
mility or abject panic. I agree with her coach
that she should reject the reorganization plan.
But it is another thing for him to make

Stephanie wary of Frank and to push her to be
the kind of leader she might never be. I hope
Stephanie can take a step back and reflect on
the possibility that reorganization at this point
might lead the company astray. She should
consult with employees, listen to the board,
and talk to her customers to help her under-
stand why Innostat stopped developing new
products in the first place.

It’s not necessarily a disaster if Stephanie
doesn’t have what it takes to do what Jack did,
as long as she’s honest with herself and the
board. She could always hire someone who has
the ability to reignite creativity. The danger is
that she might not know her own limitations or
deeply understand the problem, and fail trying
to correct it. That’s what happened at a $250
million technology start-up I consulted for
about two years ago. A new CEO was brought
on with plenty of sales experience. But he was
so driven to come up with new products that he
treated people in the labs as if they were artists
being asked to paint masterpieces on a rigid
timetable. It just doesn’t work that way. In that
situation, I ultimately advised the private equity
firm to find a new CEO, and helped it select one
whose personality fit better with the culture. If
Stephanie is going to succeed in stirring up In-
nostat’s creative juices, she will have to balance
the need for accountability and pushing prod-
ucts through—this is a business, after all—with
the need to foster a safe space in the lab where
people can create freely.

 

Kerry Sulkowicz

 

 (kjs@boswellgroup.com), a psychiatrist 
and psychoanalyst, founded the New York–based 
Boswell Group, a consulting firm that advises companies 
on CEO succession and senior team dynamics. He is also 
a senior fellow at Katzenbach Partners, a strategy and or-
ganization consulting firm in New York. His forthcoming 
book 

 

Shrink/Inc: Self-Awareness as the Ultimate Business 
Strategy

 

 will be published by Random House in late 2006. 
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in solving Innostat’s 
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