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Allstate

High-performance customer service,
delivered.

To maintain its position as one of the country's
largest property and casualty insurers—while
also positioning itself to offer a broader range
of financial products—Allstate wanted to offer
new ways of interacting with customers, and
to do it on an aggressive schedule. Building
on a long relationship with Allstate, Accenture
deployed eight development teams to help
design and implement The Good Hands Network;
which adds integrated Internet and call center
channels to the existing system of local agents.
Deployed in just 18 months, the two new
channels enable customers to do business with
Allstate 24/7. Already, over 40 percent of the
company's more than 6 million yearly inquiries
are made outside of traditional business hours,
further extending the company's standing as a
high-performance business.

Thomas Cook

High-performance operations, delivered.

A 163-year-old brand with many owners over
the years, Thomas Cook UK & Ireland was a
respected but complex, decentralized travel
services business in need of a return to
profitability. In an innovative co-sourcing
arrangement with Accenture, the company
created a shared services center to consolidate
its widely dispersed IT, finance and HR
administration operations. Responsibility for
strategy and policy was retained by Thomas
Cook, with Accenture facilitating operations
management. In 16 months, the company
removed £140 million in operational costs,
helping to achieve an £83 million turnaround,
establishing Thomas Cook as a high-performance
player in the competitive UK travel business.
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72 Ending the CEO Succession Crisis
Ram Charan

You know something’s wrong when two out of every
five new CEOs last less than two years on the job.
The ultimate fix may take time, but there’s a lot com-
panies can do right now to stop the revolving door.
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Companies get better at what they do—and improve
faster than their competitors—by working with outsiders
whose capabilities complement their own. The trick is to
harness the creative power of the inevitable clashes.

92 Should Nonprofits Seek Profits?
William Foster and Jeffrey Bradach

That exciting product your nonprofit is selling may seem
more like a resource sink once you factor in overhead
and the costs of diverted managerial energy. Don’t
believe all the hype—earned-income ventures aren’t
right for every organization.
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Change Through Persuasion
David A. Garvin and Michael A. Roberto

Change requires more than just a great turnaround
plan; it also requires a persuasion campaign to make
the change stick. The impressive turnaround at a world-
renowned teaching hospital shows how to plan a change
campaign—and carry it out.

THE HBR INTERVIEW

Transforming an Industrial Giant

Heinrich von Pierer

Interviewed by Thomas A. Stewart and Louise O’Brien

During his 12 years as CEO, Heinrich von Pierer took
Siemens from a successful company to one of the world’s
most competitive. Here he shares his insights about port-
folio restructuring, his lessons from competing with GE,
and the pros and cons of being based in Europe versus
America.
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FROM THE EDITOR

Picking and Choosing

What are the dots on the horizon that
will be on the executive committee’s
agenda a couple of years hence? This
year’s HBR List hands you the binocu-
lars and tells you where to look.

THE HBR LIST
Breakthrough Ideas for 2005

Seek opportunity in biometrics. Face
your fears of big risk. Be inspired by fig
wasps. There’s a trove of enlightening
and sometimes unnerving new ideas
in HBR’s annual survey of innovations
and trends.

2005 IN BOOKS

HBR previews more than a dozen books
due out this year. They range from
Thomas L. Friedman’s The World Is Flat:
A Brief History of the Twenty-First Century
to Eileen C. Shapiro and Howard H.
Stevenson’s Make Your Own Luck: 12
Practical Steps to Taking Smarter Risks in
Business, which advises executives to
apply the techniques of skilled gamblers.

HBR CASE STUDY
Springboard to a Swan Dive?
Ajit Kambil and Bruce Beebe

At first, the invitation to join the board
of a Fortune 500 company seems like
an honor to John Clough. But then he
learns about the demands—and the
potential liabilities. Is directorship a
privilege or a burden?
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MANAGING YOURSELF
Two Executives, One Career
Cynthia R. Cunningham

and Shelley S. Murray

For six years, Cynthia Cunningham and
Shelley Murray shared an executive job
at Fleet Bank, effectively acting as one
person. Not only did that arrangement
work well for them, it earned millions
of dollars for the bank.

BEST PRACTICE

Strategic Sourcing: From
Periphery to the Core

Mark Gottfredson, Rudy Puryear,
and Stephen Phillips

There’s just about nothing a company
does that couldn’t be outsourced any-
more. Here’s a systematic way to iden-
tify which functions your company
needs to own and protect, which can
be best performed by what kind of part-
ners, and which could be turned into
new business opportunities.

LETTERS TO THE EDITOR
Traditional methods of executive coach-
ing may not work with leaders out-

side the United States. Coaches need

to assess—and adjust.

EXECUTIVE SUMMARIES

PANEL DISCUSSION
Death by a Thousand Cuts
Don Moyer

Price wars between equals produce
injuries on both sides and victory on
neither. So launch hostilities only when
you’re sure you can drive your competi-
tor from the market.
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Traditionally, supply chains
have been viewed as a necessary
evil. A cost to be contained.
Which is why so many logistics
managers have been given
orders to just make them leaner
and cheaper.

But the truth is, supply chains
do not exist in a vacuum.

They are the one thing that
integrates every single part of
your company. Connecting your
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your customers.

At UPS Supply Chain Solutions"
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to synchronize the movement of
goods, information, and funds.
We have expertise in everything
from freight and customs handling
to inventory management and
service parts logistics.

We know how to design the
ideal supply chain. And we have
the technology to give you
visibility and control all along
the way.

At UPS we see this as
synchronizing commerce.

Our customers usually see it
as the competitive edge they
were looking for.

UPS.com/supplychain
1-800-742-5727
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FROM THE EDITOR

Picking and Choosing

\/\/HAT KEEPS YOU UP AT NIGHT
with fear or excitement? What

do you know—or suspect-will change
business but isn’t widely recognized
now? What’s the dot on the horizon
that will be a big topic on the executive
committee’s agenda a couple of years
hence? Those are the questions that
animate our search for breakthrough
ideas for the annual HBR List, fea-
tured in this issue. Ideas are our stock-
in-trade, in every issue, in every article.
For several years, we tagged each cover
with the phrase “Ideas with Impact”
Most of the year, we bring you ideas that have been thor-
oughly developed and rigorously tested by scholars and
other experts. But you have also told us that you expect us
to describe emergent ideas the experts suspect are true
but cannot yet prove. That’s the job of the HBR List—to pre-
sent ideas that are very much alive but still caterpillars or
chrysalides, if you will.

This year, senior editors Leigh Buchanan and Anand
Raman led the search party, which took them through the
groves of academe, consulting, and, of course, business. In
August, we augmented the quest by bringing together
a couple of dozen of the smartest people we know for a two-
day convocation at the Harvard Faculty Club. A group from
the World Economic Forum’s Centre for Strategic Insight,
headed by Ged Davis, acted as cohosts. We were hoping to
find ideas that both of us—HBR and the WEF —felt ought
to be brought forward, so that we could present them here
in these pages and the WEF could arrange to discuss them
atits annual meeting, held in Davos, Switzerland, in the last
week of January. Indeed, as you’ll see, several of the topics
in the List came out of that August gathering and, by the
time this is published, will have been the subject of discus-
sion in Davos as well.

If the List looks forward, “Ending the CEO Succession
Crisis” is an important article about an issue that is imme-
diate and urgent. For a while now, I’'ve been concerned that
something is out of whack (mostly in the U.S.) with the way
CEOs are chosen. | thought | saw too many outside hires,
too few promotions from within. I certainly saw too many

10

“boomerang CEOs” - old guy retires,
new guy comes in and quickly fails,
board recalls old guy from the golf
course in Scottsdale, and old guy runs
the place while board tries again. | dug
around a bit to check my hunch, then
called Ram Charan.

Bless him, he said exactly what I'd
hoped: Agreeing vociferously that CEO
succession is in crisis, he offered to
write an article about it. Ram, coau-
thor with Larry Bossidy of Execution
and Confronting Reality, spends much
of his time consulting to chief execu-
tives and boards of directors. Rarely, he finds, do either take
seriously enough their responsibility for CEO succession.
When they do begin to focus on the topic, the incumbent
CEO s usually nearing retirement. That’s too late. Executive
talent has to be mined, refined, and annealed in the fires of
competition. It takes time. It can’t be left to chance. Neither
can boards rely on executive search firms. For all their value,
search firms’ work is no substitute for the kind of succession
program that keeps a company’s coffers filled with mana-
gerial gold.

For one thing, imported talent tends to do less well than
homegrown talent. That fact was revealed and explained
some months ago in HBR, in “The Risky Business of Hiring
Stars” (May 2004), by Harvard Business School professors
Boris Groysberg, Ashish Nanda, and Nitin Nohria.

For another thing, a company busy developing talent has
the benefit of that talent’s work years before the corner
office becomes vacant. It will simply be a better-led, better-
managed, and better-performing organization. As you see
from Ram’s article, there are a number of straightforward
ways in which CEOs and directors can help their compa-
nies become the kind of place where the biggest problem in
picking a new CEO is having too many excellent candidates
among whom to choose.

Thomas A. Stewart

HARVARD BUSINESS REVIEW
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IMPORTANT. THEY'RE VITAL.

At Tyco International we make more than 200,000 products for hundreds of different industries.
Tyco's Earth Tech is a global leader in the water, environmental, transportation, and facilities
markets. From drinking water to automotive components to emergency room supplies, the things
we do aren’t simply important. They're vital.

tyco

ELECTRONICS ENGINEERED PRODUCTS & SERVICES FIRE & SECURITY HEALTHCARE PLASTICS & ADHESIVES www.tyco.com a vital part of your world



