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In the business world, there are 
those who follow former GE 
super-CEO Jack Welch’s 
minions the way fans of the NHL 
trace the progenies of Mike 
Keenan or Scotty Bowman.  The 
news that one of those Welch 
minions has failed spectacularly 
has generated a great deal of 
curiosity and schadenfreude. 
 
The first level of analysis 
assessing Robert Nardelli’s 
sudden resignation from his 
position as CEO of Home Depot 
focused on his refusal to accept 
a reduction in his enormous 
compensation package – a hot-
button issue today.  This was a 
stance that struck many as 
obscene given Home Depot’s 
mediocre financial performance.  
The next level of analysis went 
a little deeper and pondered 
whether a top executive 
developed through GE’s famous 
leadership pipeline benefited 
unduly from Welch’s reputation.  
Finally, a third group of 
observers are going deeper still 
to question whether leadership 
experience gained in the 
industry, business strategy, and 
the “way” of GE actually 
translates to companies in other 

industries with very different 
cultures and ways of doing 
business. 
 
Allow me to add my voice to 
those in the third camp and 
clarify why a leader schooled in 
GE’s way isn’t going to lead his 
team to many touchdowns or 
winning seasons at Home 
Depot. 
 
GE is a very successful 
company with a set of values 
going all the way back to 1871 
and its founder, Thomas Edison.  
When Jack Welch was CEO in 
1981, you could listen to him 
articulate the company’s vision 
and be impressed by the 
similarity to statements made by 
Edison a hundred years before.  
Welch was an excellent cultural 
fit for GE because he shared a 
belief system that existed at that 
company since its earliest days.  
As a leader, he perpetuated 
those values in the way he ran 
the company.  I’m not taking 
away anything from his 
leadership or strategic acumen 
by saying this.  But GE’s 
customers, employees and 
shareholders were comfortable 
with Welch because he 
operated within their cultural 
expectations while exceeding 
their numerical projections.  
Many proclaim that Jack Welch 
was good for GE.  I’d say GE 
was also good for Jack Welch. 
 
Leaders mentored by Welch 
have gotten a high premium in 
the CEO marketplace because 

of his reputation.  Those who’ve 
moved to companies with 
similar industries and values like 
Honeywell, 3M, and 
Rubbermaid have done well.  
Others like Nardelli at Home 
Depot and Lawrence R. 
Johnston at Albertson’s did 
poorly.  Given the type of 
changes and strategies Nardelli 
implemented at Home Depot, 
you would not need to do a DNA 
test to tell he came from the GE 
culture.  In an attempt to bring 
the GE way with him, Nardelli 
brought along a great many 
executives and managers from 
GE.  His ultimate failure at 
Home Depot was not merely 
because he was a cost-cutting, 
bottom-line, big industry 
executive now working in the 
retail world – it was primarily 
because his value set was 
incompatible. 
 
Home Depot is a company with 
a short history but a strong 
culture.  It was founded in 1978 
by Bernie Marcus and Arthur 
Blank.  Both men had been 
senior executives at a California 
hardware company called 
Handy Dan, but didn’t like the 
way the company did business.  
So they started Home Depot in 
Atlanta.  It was conceived as a 
no frills, do-it-yourself 
warehouse that scrimped on 
fancy presentation to offer low 
prices and knowledgeable 
service.  The service culture 
seemed to be embodied by the 
distinctive orange store signs, 
popping up all over North 
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America as Home Depot grew 
beyond anyone’s expectations 
over the next twenty years, 
faster than any other retailer 
including Wal-Mart.  It was said 
that store employees “bled 
orange,” meaning they were 
totally committed and faithful 
believers in the vision and 
values of the founders. 
 
Home Depot was not without its 
financial and operational 
problems, however, and in 2000 
the board ousted Blank as CEO.  
Boards have a tendency to think 
outside the box when it comes 
to picking the latest exciting 
leader.  But transporting a 
leader who was successful at 
one company to another firm 
does not guarantee success at 
that new firm.  As post-mortems 
are showing, Nardelli and his 
changes were simply not a good 
fit with Home Depot’s culture.  
Managers, employees, 
customers, and finally 
shareholders rejected him, or 
those changes, like a virus. 
 
If a company wants to look to 
GE for a leadership model, one 
already exists in Welch.  I’m not 
suggesting that firms seeking 
leaders should clone him or 
seek out a better replica.  
Rather, look at the way Welch 
rose through the ranks because 
he succeeded in running a 
number of challenging 
businesses while exhibiting and 
spreading GE’s inviolable 
values.  In turn, Welch carefully 
chose his successor by 
grooming a half dozen leaders 
with high potential schooled in 
the GE way over a long period 
of time.  Stewarding and 
perpetuating a firm’s values is 
the business of becoming a 
leader. 
 
In contrast, Home Depot seems 
not to have learned its lesson.  
Although Nardelli’s successor, 

Frank Blake, is said to be a 
more charming man with a 
lighter touch, he too came from 
GE.  Whether Blake “bleeds 
orange” remains to be seen, but 
employees, managers, long-
term shareholders, and even 
loyal customers relieved at 
Nardelli’s departure might find 
themselves disappointed until 
they get a leader who shares 
their values.  It seems that the 
board of directors at Home 
Depot have set in motion the 
foundation for brewing yet 
another “perfect storm.”  When it 
comes to choosing senior 
leadership one should “think 
inside the box” and hire from 
within.  In short, values will 
always trump strategy.  But 
don’t think this can’t happen 
here.  Recently, I learned that a 
Toronto-based financial 
institution made a similar 
mistake.  When this firm hired 
an outsider as its new CEO, the 
outgoing CEO offered to stick 
around as coach/consultant to 
help smooth the cultural 
transition.  The incoming CEO 
stated flatly that he would not 
take the position if he 
overlapped even a single hour 
with his predecessor.  So, the 
old CEO rode off into the 
sunset, and the new CEO 
brought in his own leadership 
team and ran roughshod over 
the existing values of the firm.  
Within his first year on the job, 
the business results took a 
sharp downturn after many 
consecutive years of strong 
growth. 
 
The lesson learned is that 
values (culture) trump strategy 
every time. 
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