


THE EFFECTIVE EXECUTIVE
BY

PETER DRUCKER

There are essentially five such practices - five such habits of the mind that have
to be acquired to be an effective executive.

1.

Effective executives know where their time goes. They work sys_tematically
at managing the little of their time that can be brought under their control.

Effective executives focus on outward contribution. They gear their efforts
to results rather than to work. They start out with the question, ‘What
results are expected on me?' rather than with the work to be done, let
alone with its techniques and tools.

Effective executives build on strengths - their own strengths, the
strengths of their superiors, colleagues, and subordinates; and on the
strengths in the situation, that is on what they can do. They do not build on
weakness. They do not start out with the things they can't do.

Effective executives concentrate on the few major areas where superior
performance produces outstanding results. They force themselves to
set priorities and stay with their priority decisions. They know that they
have no choice but to do first things first and second things not at all. The
alternative is to get nothing done.

Effective executives finally make effective decisions. They know that this
is, above all, a matter of system - of the steps in the right sequence. They
know that an. effective decision is always a judgment, based on
‘dissenting opinions' rather than on ‘consensus on the facts', 'And they
know that to make many decisions fast means to make the wrong
decisions. What 1 need is the right strategy rather than razzle dazzle

tactics.

These are the elements of executive effectiveness.
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What Makes an Effective Executive

ghtfisted, visionary or
s eight simple practices.

What made them all effective is that they followed the same eight practices:
* They asked, “What needs to be done?”

¢ They asked, “What is right for the enterprise?”

* They developed action plans.

* They took responsibility for decisions.

e They took responsibility for communicating.

e They were focused on opportunities rather than problems.
» They ran productive meetings,

e They thought and said “we” rather than “1.”

The first two practices gave them th

convert this knowledge into effectiv
organization feit responsible and ac

e knowledge they needed. The next four helped them

e action. The last two ensured that the whole
countable.

Get the Knowledge You Need

The first practice Is to ask what needs to be done. Note that the question is not “Wh_at do 1
want to do?” Asking what has to be done, and taking the question seriously, is crucial for

managerial success. Failure to ask this question will render even the ablest executive
ineffectual.



Asking what has to be done,

and taking the guestion
seriously,

is crucial for managerial success.

president in 1945

» he knew exactly what he wanted to do: complete
al reforms of Roos

evelt’s New Deal, which had been deferred by
needed to be done, though, Truman realized that
king day so that it began with

aries of state and defense. As a result, he became

ident in forelgn affairs the United States has ever known. He

in both Europe and Asia and, with the Marshall Plan, triggered 50

years of worldwide economic growth.

Similarly, Jack Welch realized that what
as chief ex

took over ecutive was not th
getting rid of GE businesses that,

number two in their industries,

needed to be done at General Electric when he
€ overseas expansion he wanted to launch. It was
No matter how profitable, could not be number one or

ople—a sizable minority—who work
they pick two tasks. I have never

. the effective executive sets priorities and
+ the priority task might be redefining the company’s mission. For
a unit head, it might be red

. efining the unit’s relationship with headquarters. Other tasks,
no matter how important or appealing,

e B . are postponed. However, after completing the
original top-priority task, the executive resets priorities rather than moving on to number
two from the original list. He asks, “What must be done now?” This generally results in new
and different priorities.

To refer again to America’s best-known CEO: Every five years, according to his
autobiography, Jack Welch asked himself, “What needs to be done now?” And every time,
he came up with a new and different priority.

But Welch also thought through another issue before deciding where to concentrate his
efforts for the next five years. He asked himself which of the two or three tasks at the top
of the list he himself was best suited to undertake. Then he concentrated on that task; the
others he delegated. Effective executives try to focus on jobs they’ll do especially well,
They know that enterprises perform if top management performs—and don't if it doesn't.
Effective executives’ second practice
right thing for the enterprise?”

—fully as Important as the first—is to ask, “Is this the
the employees, or the executiv

They do not ask if it’s right for the owners, the stock price,

es. Of course they know that shareholders, employees, and
executives are important constituencies who have to support a decision, or at least

acquiesce in it, if the cholce is to be effective. They know that the share price is Iimportant

not only for the shareholders but also for the enterprise, since the price/earnings ratio sets
the cost of capital. But they also know that a decision th

at isn‘t right for the enterprise will
ultimately not be right for any of the stakeholders.

This second practice is especially important fo
businesses—the majority of businesses In ev

r executives at family owned or family run
decisions about people. In the successful fa

ery country—particularly when they’re making
mily company, a relative is promoted only if he



or she Is measurabl
Y superior t
all top managers ( r to all nonrelative
exc s on the same level. At DuP g
when the firm was runth the controller and law e

as a fa ver) were family members in the carly years
entitled to entry-level jobe a mily business. All male descendants of the founders were

got a promotion only if a pa':etihe company. Beyond the entrance level, a family member
person to be superior in abj| composed primarily of nonfamily managers judged the
The same rule was Observed? and performance to all other employees at the same level
Lyons & Company (now part o‘;r a century in the highly successful British family business‘J.
service and hotel industries. a major conglomerate) when it dominated the British food-
Asking "What is right for ~
made. Even the most brililhaente 2&?3?(2?55 i

does not guarantee that the right decision will be
prejudices. But failure to ask the questio

S hpman and thus prone to mistakes and
n virtually guarantees the wrong decision.
Write an Action Plan

Executives are doers; they execute. Knowl

translated Into deeds. But bef '
course. He need o aanngin

check-in points,

edge is useless to executives until it has been

g into action, the executive needs to plan hi
S to thin { = 10 BT RIS
k about desired results, probable restraints, future revisions,

and implications for how he’l spend his time.
First, the executive defines desired
enterprise expect from me over th

results by asking: “What contributions should the
commit to? With what deadlines?”

e next 18 months to two years? What results will 1

Then he consid i i M ;
course of action ; : : ers the restraints on action: “Is this
ethical? Is it acceptable within the organization? Is it legal? Is it compatible

with the mission, values, and i :
guarantee that the actio'n g gz“g;:: of the organization?” Affirmative answers don't

it both wrong and ineffectual. ctive. But violating these restraints Is certain to make

The action

b Straltjack'::ltar;tiit?osﬁztgment of intentions rather than a commitment. It must not become

So.does ever;( £allls u The revised often, because every success creates new opportunities.
re. e same Is true for changes in the business environment, In the

g}g:‘kg;. '?e';"q ezpl::ially in people within the enterprise—all these changes demand that the
ised. A written plan should anticipate the need for flexibility.

In adgtit‘t?ﬂ. the action plan needs to create a system for checking the results against the
expectations. Effective executives usually build two such checks into their action plans. The

first check comes halfway through the plan‘s time period; for example, at nine months. The
second occurs at the end, before the next action plan is drawn up.

Finally, the :?cti'on plan has to become the basis for the executive’s time management. Time
is an executive’s scarcest and most precious resource. And organizations—whether
government agencies, businesses, or nonprofits—are inherently time wasters. The action

plan will prove useless unless it’s allowed to determine how the executive spends his or her
time.

Napoleon allegedly said that no successful battle ever followed its plan. Yet Napoleon also
planned every one of his battles, far more meticulously than any earlier general had done.
Without an action plan, the executive becomes a prisoner of events. And without check-ins

to reexamine the plan as events unfold, the executive has no way of knowing which events
really matter and which are only noise.

Act



When they tr_anslate plans into action, executives need to pay particular attention to
decision making, communication, opportunities (as opposed to problems), an
1'll consider these one at a time.

d meetings.

Take responsibllity for decisions. A decision has not been made until people know:

 the name of the person accountable for carrying it out;
o the deadline;

« the names of the people who will be affected by the decision and therefore have to know
about, understand, and approve it—or at least not be strongly opposed to it—and

- the names of the people who have to be informed of the decision, even if they are not
directly affected by it.

An extraordinary number of organizational decisions run into trouble because these bases
arent covered. One of my clients, 30 years ago, lost its leaders

i hip position in the fast-
growing Japanese market because the company, after deciding

to enter into a joint venture
with a new Japanese partner, never made clear who was to inform the purchasing agents

that the partner defined its specifications in meters and kilograms rather than feet and
pounds—and nobody ever did relay that information.

It's just as im_portant to review decisions periodically—at a time that’s been agreed on in
advance—as it is to make them carefully in the first place. That way, a poor decision can be
corrected before it does real damage. These reviews can cover anything from the results to
the assumptions underlying the decision.

Such a review is especially important for the most crucial and most difficult of all decisions,
the ones about hiring or promoting people. Studies of decisions about people show that
only one-third of such choices turn out to be truly successful. One-third are likely to be
draws—neither successes nor outright failures. And one-third are failures, pure and simple.
Effective executives know this and check up (six to nine months later) on the results of
their people decisions. If they find that a decision has not had the desired results, they
don‘t conclude that the person has not performed. They conclude, instead, that they

themselves made a mistake. In a well-managed enterprise, it is understood that people
who fail in 2 new job, especially after a promotion, may not be the ones to blame.

Executives also owe it to the organization and to their fellow workers not to tolerate
nonperforming individuals in important jobs. It may not be the employees’ fault that they
are underperforming, but even so, they have to be removed. People who have failed in a
new job should be given the choice to go back to a job at their former level and salary. This
option is rarely exercised; such people, as a rule, leave voluntarily, at least when their
employers are U.S. firms. But the very existence of the option can have a powerful effect,
encouraging people to leave safe, comfortable jobs and take risky new assignments. The
organization’s performance depends on employees’ willingness to take such chances.

Executives owe it to the organization and their fellow
workers not to tolerate nonperforming people in
important johs.
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Take responsibil

action plans and th'tgr';tr:; TomMunicating. Effective executives make sure that both their
share their plans with angrmition needs are understood. Specifically, this means that they
subordinates, and ask for Comments from alj their colleagues—superiors,

peers. At the Same tim : '
they’ll need to get the job done. The i matio foeach " Subordinate to boss fs ueusin

We all know, thanks to Ch
organizations are held tog

far too many €xecutives behave as if informa

information specialist—for €xample, the accountant. As a resuit, they get an enormous
amount of data they do not need and cannot use, but little of the information they do need.

The best way around this problem is for each executive to identify the information he
needs, ask for it, and keep pushing until he gets it.

ester Barnard's 193

8 classic The Functions of the Executive, that
ether by informatio

n rather than by ownership or command. Still,
tion and its flow were the job of the

Focus on opportunities. Good executives focus on opportunities rather

Problems have to be taken care of, of Course; they must not be swept under the rug. But

problem solving, however necessary, does not produce results. It prevents damage.
Exploiting opportunities produces resuits.

than problems.

Above all, effective executives treat change as an opportunity rather than a threat. They
systematically look at changes, inside and outside the corporation, and ask, “"How can we

exploit this change as an opportunity for our enterprise?” Specifically, executives scan
these seven situations for opportunities:

® an unexpected success or failure in their own enterprise, in a competing enterprise, or in



the industry;

e 3 gap between what s and what
example, in the nNineteenth Centurycc;l#d b
tree that became wood + the p

eina market, process, product, or service (for
Pulp and
which became waste); totally n

aper industry concentrated on the 10% of ee;ch
eglected the possibilities in the remaining 90%,

e innovation in a process,

its industry; Product, or service, whether inside or outside the enterprise or

» changes in industry Structure and market structure:
o demographics;

« changes in mind-set, values, Perception, mood, or meaning; and
e new knowledge or a new technology.

Effective executives also make sure that

: roblems do verwhelm opportunities. In most
companies, the first Page of the monthlypmanagemen??;:oft lists key%prob'ems- It’s far
wiser to list opportunities on the first page and leave problems for the second page. Unless
there is a true catastrophe, problems are not discussed in management meetings until
opportunities have been analyzed and properly dealt with.

Staffing is another important aspect of being opportunity focused. Effective executives put
their best People on opportunities rather than on problems. One way to staff for
opportunities is to ask each member of the management group to prepare two lists every
six months—a list of opportunities for the entire enterprise and a list of the best-performing
people throughout the enterprise. These are discussed, then melded into two master lists,
and the best people are matched with the best opportunities. In Japan, by the way, this
matchup is considered a major HR task in a big corporation or government department;
that practice is one of the key strengths of Japanese business.

Make meetings productive. The most visible, powerful, and, arguably, effective
nongovernmental executive in

the America of World War II and the years thereafter was
not a businessman. It was Francis Cardinal Spellman, the head of the Roman Catholic
Archdiocese of New York and adviser to several U.S. presidents. When Spellman took over,
the diocese was bankrupt and totally demoralized. His successor inherited the leadership

position in the American Catholic church. Speliman often said that during his waking hours
he was alone only twice each day,

for 25 minutes each time: when he said Mass in his
private chapel after getting up in the morning and when he said his evening prayers before
going to bed. Otherwise he was al

ways with people in a meeting, starting at breakfast with
one Catholic organization and ending at dinner with another.

Top executives aren‘t quite as imprisoned as the archbishop of a major Catholic diocese.
But every study of the executive workday has found that even junior executives and
professionals are with other people—that is, in a meeting of some sort—more than half of
every business day. The only exceptions are a few senior researchers. Even a conversation
with only one other person is a meeting. Hence, if they are to be effective, executives must
make meetings productive. They must make sure that meetings are work sessions rather
than bull sessions.

The key to running an effective meeting is to decide in advance what kind of meeting it will
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meeting in which seve
QII or the discussion shov:?é %I;ea‘{l members report. Either there should be no discussion at
report there could be a short g; iy ions for darification. Alternatively, for each
is the format, the reports shou;zcussl(,m In which all participants may ask questions. If this
At this kind of meeting, each re be distributeq to all participants well before the meeting.
minutes. Port should be limited to a preset time—for example, 15
meeting to info .
; estionsg He orrsTr717 thﬁ convening executive. The executive should listen and ask
qu . € should sum up but not make a presentation.

are effective to the extent to whi
their workdays. Spellman, for in

Ch they can prevent such meetings from encroaching on
such meetings to breakfast and

stance, was effective in large part because he confined

dinner and kept the rest of his working day free of them.
Making a meeting productive

determine what kind of meeti
necessary to terminate the
Good executives dont raise

takes a good deal of self-discipline. It requires that executives
NQ IS appropriate and then stick to that format. It's also

meeting as soon as its spedific purpose has been accomplished.

another matter for discussion. They sum up and adjourn.
Good follow-up is just as im

Alfrecd Sloan, the most effe

General Motors from the 1
in meetings—

portant as the meeting itself. The great master of follow-up was
Ctive business executive I have ever known. Sloan, who headed
920s until the 1950s, spent most of his six working days a week

three days a week in formal committee meetings with a set membership, the
other three days in ad hoc meetings with individual GM executives or with a small group of
executives. At the beginning of a formal meeting, Sloan announced the meeting’s purpose.
He then listened. He never took notes and he rarely spoke except to clarify a confusing
point. At the end he summed up, thanked the partidpants, and left. Then he immediately
wrote a short memo addressed to one attendee of the meeting. In that note, he
summarized the discussion and its conclusions and spelled out any work assignment
decided upon in the meeting (including a decision to hold another meeting on the subject
or to study an issue). He specifi

ed the deadline and the executive who was to be
accountable for the assignment. He sent a copy of the memo to everyone who'd been

present at the meeting. It was through these memos—each a small masterpiece—that
Sloan made himself into an outstandingly effective executive.

Effective executives know that any given meeting is either productive or a total waste of
time.

Think and Say “We”
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EVALUATE THE SOLUTIONS

- een s
4 e e i " - —

CoNTINENTAL BANK

cc*ﬂlN[NTAL ILLINOIS NA\'IONAL BANK AND TRUST COMPANY OF CHICAGO g . i F
KR SIX STEPS OF PROBLEM SOLVING
éFlNE THE PROBLEM (the WHAT)

g PROBLEM IS THE DIFFERENCE BETWEEN WHAT YOU HAVE (PRESENT
SHUAT'ON’ AND WHAT:-YOU WANT (OBJECTIVES).

T 1S THE PRESENT SITUATION ?
a. speclfic facts and figures.

b. Critical incidents—symptoms.

c. policies—Bulletins—Procedures.

ARE THE OBJECTIVES?
_What do we want?
b. Wnat demands do others have ?
c. Wnat effects/results snould be maximized (minimized) ?

IDE.NT”:Y THE CAUSES (the wnv) : - -_.3
why does the problem exist?

wHAT

a.
b. Analyze the facts of the present situation.
c. Thmk of all the possible causes.
d. There may be causes of causes.
DETERMINE THE MAIN CAUSES
a. Rule of maldistribution (80/20) .
‘p. Complex main causes can be separated and treated as problems. P
IDENTIFY THE SOLUTIONS (the HOW)

a. Solutions remove the causes. i I A : '\':“’_’
b. Think of all the possible solutions. » axm & R R g U
c. Consult the ‘‘experts’’ (people directly mvolved) 5 s ol R e

a. Effectiveness in removing the main causes (gfeatest) : _~ i .:;j_ ) '__;-‘ DO
.»b._ Feasibility (most) . R 7
c. Cost o (least)

d. Conduct a pilot test of the solution selected. g o Rl gt B P

DECIDE/RECOMMEND THE ACTION.

© o a. Decide, if problem and solution do not affect other areas of responsnbxlltv
‘. b. Recommend, if problem or solution affect other areas of responsnblllty .
(Generally requires a writtenreport. See reverse side. ) ‘

)

-
—— e et et | A b e e
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(g Writing BETTER Reports i
' roport 18 the communication } y
f\\n\: usable tonm, ot Intormation lo somoono In the most convenient

’ E READE
cONSIDER THE READER
who will read tho report ?
, Will anyone olso read or use n-
. }\n;“\\'h‘”‘ to thoso Qquostiong Wil hotp you docldo: longth, format, style, languago.
W and comprehonsion lovel, g

N INFORMATIONAL

R 1. STATUS REPORT-—- — doscribes conditions at a specitic moment in time.
\ \‘\ - 2. PROGRESS REPORT= — rolatos changes in conditions over time.
. ANALYTICAL
\ 1. PROBLEM SOLVING REPORT— — an analysis of facts or data from which
¥ conclusions are dr

awn and recommendations made.

2. PROPOSAL REPORT— — suggests or recommends some new improvement
i or change.

FORMAT

PROGRESS/STATUS REPORTS .
e 1. Title (Subject of report) .
; 2. Statement ot Purpose (Introduction)

L e et e
e e e b

Tells the reader the purpose of the report; why the report was
written.

3. Discussion (Body of report)
4, Conclusions (If any)

PROBLEM SOLVING/PROPOSAL REPORTS
1. Title (Subject of.report)

2. Statement of purpose (Introduction)

Tells the reader the purpose of the report; why the report was
written. What the problem is. Idea.
3. Summary/Recommendation/Action d

Brief, concise summary of conclusions and recommendations. . . ‘
What action should be taken. Gist of report without going into detail. !
4. Analysis (Body) )
Background information. Assumptions. Facts. Significant causes. -
Alternatives. Consequences of each. Costs.

charts, graphs, tables, etc.
5. Conclusions

Should follow logically from the analysis.
62" Implementation (If required)

4

References to’

| YHPRERSp. 2

How. Method. Procedures. Who. Where. When.
Time schedule. - Follow—up.
“eee 7. Appendix

Charts, graphs, tables, exhibits, etc..

RN - S
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MEN AND IDEAS

...8urcharan Das

When less is more

S 5

ston Churchil sorme e minister Win
; ¢ to the head of t

British navy to say, Pray S, tetl me on olrllz

f\f,gtu 3?fl <onr¢-:‘shm_-r of paper; how the Royal
e l preparing for the war. Churchill

ew that If he did not qualify his request
he would recelve an unreadable dooflpnge

report. DBrevity is >
nowhere more than in the world of z:(.:lllél;lt(l—l- i‘:]lﬁ:;fngsl;l

yolitics, and war — where one he

Lrlcﬂy and boldly: Hence, Ab‘i‘:]lll':xsntx? lc,(l)xlll:o“luplcme cgatly,
et s LA n's Gettysburg
address is only 212 words long, and it is on f the
speeches in history The Loid's Prayer s onl e7?] the great
the European Economics Commission's re 3, rt ol
port of caramel is 17,400 unworthy pages DOEhonihoum:

We Indians are verbose, and need to be reminded the
man beings were born with two ears and tw;en e(bt 1td( lim.
only one tongue, so that we should Al ey

. see and hear twice as
much as we say. Our judges write j
) judgements that are too
long; our lawyers ramble on; our executives try to i
with lengthy memos; our politicians — well, try toméxtn;ess
word. Our public affairs would improve tangibly if our
power to be silent were equal to our power to sg y r

That less can be more is especially true in good writin
I discovered this at Procter and Gamble, a cob;npany as f§:
mous for its legendary one page memo as its products. Its
wondrous one page memo was created out of the same con-
fidence in I‘eason_ax_\'d technology that built America, and is
as elegant as Panini's grammar or Euclid's geometry Based
g::) éhgnl:\?:r(;giglerassumptmn that all managers suffer

; erload of paperwork and files, it is simple, factu-
al, ‘and logical; the reader scans it in minutes, grasps its
contents, and comes to a decision. It has just enough data
that a manager needs to make a decision and no more. It is
clear, precise, esch?ws hyperbole, and it actually improves
the speed and quality of decisions, and hence is a source of
competitive advantage. :

The one page memo generally consists of five or six short
paragraphs. Its first sentence tells the reader what to ex-
pect—why should you be interested in what I have to say?
Hence, the smart writer puts his best foot forward and
states upfront the conclusion or recommendation. There is
an inherent conflict between the reader and the writer’s in-
terests, for the writer wants to build a case slowly, leading
to a conclusion, but the busy reader wants to quickly get to
the conclusion (and is only interested in the rationale after
that). Remember, this is not a detective story, and a good
first paragraph ought to focus on the what and not the how;
but it must, of course, offer one or two reasons to believe in
the recommendation.

The second paragraph offers background—it is histori-
cal, factual, filled with data, and tells the reader why the
problem or opportunity has arisen. The third para is the de-
tailed recommendation — the what and the how, but don’t
confuse the reader here with the why. The rationale comes
in the next paragraph — here are three reasons why you
should accept my recommendation — and typically cites
precedents, benefits (financial and otherwise) and risks.
The fifth paragraph tells the reader that I have looked at al-
ternative courses of action, and why this is the best. The
last paragraph addresses the next steps and lays out a plan
of action that will flow from the decision.

What I have said here might apply to any business 1ette§
and the Maharashtra Administrative Reforms Commission
is so impressed with it that it is thinking of recommending
it to the government to make bureaucrats efficient. Shake-
speare too, I think, had Indians in mind when he wrote in
Richard IIT: Talkers are no good doers; so, he offered us this
advice in Henry V: Men of a few words are the best of men.

Comment: gurcharan.das@Indiatimes.com or
Post Box 3046, New Dethi 110003.
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PUTESCS S £S5 9enerally liked," "doesn't antagonize
people, establishes smooth working relastionships
decisiveness("wilijp

to ] ibility."
"has the gute to figgt foiake Tesponsibility

what he believes"s
maturity of mind (n

.\"shows poise when the oing 1is
rough," "keeps himself under control") 9
creative imaginat

"generates a lot on ("shows fresh thinking,"

of good ideasn)

~

(From "Business as a Game"
by Albert Z. Carr.)






way WE see the Problem
fne

IS the
Problem

ust not cease from ©Xploration ang

om . |

i nd of all our eXploring wi be to
e

-~ the

where we began and to know the
rive - -

g e for the first time. - T g Eliot

plaC

e what we repeatedly do.
We ar

but a
llence, then is not an act
Excelle ,

habit. — Aristotle.
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