How the Mighty Fall by Jim Collins

The Journey from Great to Failure has 5 Steps:

Step 1: Hubris born of success

Great entrepreneurs become insulated by success. Accumulated momentum carries the organisation forward until arrogance kicks in. They regard success as an entitlement and they lose sight of the underlying factors that created success in the first place. The rhetoric of success replaced penetrating understanding and insight. They overestimate their own merit and capabilities as the fail to acknowledge luck and other factors. Here are the markers of step 1:

* Success entitlement/ arrogance

* Neglect of our primary flywheels

* What replaces why (lack of insight and understanding)

* Decline in learning orientation

* Discounting the grace and sovereignty of God

Step 2: Undisciplined Pursuit of More

Because of their arrogance they make undisciplined leaps or they grow faster than they can achieve with excellence. They believe that they can do anything – that failure is impossible. They fail to fill the seats with the right people and they overachieve. Here are the markers of step 2:
* Undisciplined - Discontinuous leaps

* Unsustainable quest for growth 

* Personal interests placed above organizational interests

* Easy cash erodes cost discipline

* Declining proportion of right people in key seats

* Bureaucracy subverts discipline

* Problematic succession of power

Step 3: Denial of Risk and Peril
Internal warning signs begin to mount, yet external results are still strong enough to explain away what the data is saying. They explain things by blaming rather accepting responsibility. Here are the markers of step 3:
* Amplify the positive, discount the negative

* Big bets and bold goals without empirical validation

* Incurring big downside risks based on ambiguous data

* Erosion of healthy team dynamics

* Externalising blame

Step 4: Grasping for salvation

When the decline happens the leaders will look for a quick solution, the silver bullet to turn things around, for a charismatic leader, a new bold strategy – but these initiatives fail! Here are the markers of step 4:
* A series of silver bullets

* Grasping for a leader-as-a-saviour

* Panic and haste

* Hype precedes results

* Radical change and revolution with fanfare

* Confusion and cynicism

* Chronic restructuring and erosion of strength

Step 5: Capitulation to irrelevance or death

This is the final stage where the company needs to consider closing or reconnecting with what brought it success in the first place. Is it a company that can make a distinctive impact on the world, and will it leave a gaping hole if it ceases to exist? If not, then it is time to close the doors. It is unlikely, but not impossible to recover at step 4 or 5 – but it takes great resources and a commitment to rebuild one step at a time – the company must return to sound management practices and rigorous strategic thinking.
Some Thoughts From The Book:

1. You build a successful fly wheel

2. You succumb to the notion that new opportunities will sustain your success better than your primary flywheel (perhaps you find them more exciting or due to boredom)

3. You divert your creative attention to new adventures, and fail to improve your primary fly wheel as if your life depended on it

4. The new ventures fail outright, siphon off your best creative energies or take longer to succeed than expected

5. You turn your creative attention to your primary fly wheel only to find it wobbling or losing momentum

Questions to ask:

* What are our fly wheels?  

* What are the new adventures that we need to watch out for? 

* Have we lost our passion for your primary flywheel?

Other Insights:

* We must emphasis responsibilities over rules.

* We must identify what each person’s responsibilities are and not just their job.

* A lack of succession planning is a key indicator of a downward spiral.

* Placing personal interest over that of the organization is devastating.

Is your team on the way up or the way down?
	A Team On the Way Down
	A Team On The Way Up

	People shield leaders from the grim facts of reality
	People share facts, even unpleasant ones, with their leaders

	People give opinions without data to support it
	People bring data, evidence and solid arguments to discussions

	Leaders use statements more than questions
	Leaders use questions to discover fresh insights

	People acquiesce to a decision but undermine it later
	People rally behind a decision and make it work even if they disagree

	People take credit for themselves for success
	People credit other people for success

	People argue to look smart or improve their position
	People argue to find the best answer to support the cause

	People conduct autopsies to place blame
	People conduct autopsies to look for wisdom learned

	People blame others and fail to deliver results
	People accept responsibility and learn from mistakes


