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Stage Markers 
 
 

MARKERS FOR STAGE 1 
 
At the end of each of the first four stages, I’ll summarize the stage with a 
series of markers. Not every marker shows up in every case of decline, 
and the presence of a marker does not necessarily mean that you have a 
disease, but it does indicate an increased possibility that you’re in that 
stage of decline. You can use these markers as a self-diagnostic 
checklist. Some of the markers listed have little or no text dedicated to 
them in the preceding pages, for the simple reason that they’re highly self-
explanatory. 
 
  SUCCESS ENTITLEMENT, ARROGANCE: Success is viewed as 
“deserved,” rather than fortuitous, fleeting, or even hard earned in the face 
of daunting odds; people begin to believe that success will continue 
almost no matter what the organization decides to do, or not to do. 
 
  NEGLECT OF A PRIMARY FLYWHEEL: Distracted by extraneous 
threats, adventures, and opportunities, leaders neglect a primary flywheel, 
failing to renew it with the same creative intensity that made it great in the 
first place. 
 
  “WHAT” REPLACES “WHY”: The rhetoric of success (“we’re 
successful because we do these specific things”) replaces understanding 
and insight (“We’re successful because we understand why we do these 
specific things and under what conditions they would no longer work.). 
 
  DECLINE IN LEARNING ORIENTATION: Leaders lose the 
inquisitiveness and learning orientation that mark those truly great 
individuals who, no matter how successful they become, maintain a 
learning curve as steep as when they first began their careers. 
 
  DISCOUNTING THE ROLE OF LUCK: Instead of acknowledging that 
luck and fortuitous events might have played a helpful role, people begin 
to presume that success is due entirely to the superior qualities of the 
enterprise and its leadership. 

 
 

MARKERS FOR STAGE 2 
 
  UNSUSTAINABLE QUEST FOR GROWTH, CONFUSING BIG WITH 
GREAT: Success creates pressure for more growth, setting up a vicious 
cycle of expectations; this strains people, the culture, and systems to the 
breaking point; unable to deliver consistent tactical excellence, the 



institution frays at the edges. 
 
  UNDISCIPLINED DISCONTINUOUS LEAPS: The enterprise makes 
dramatic moves that fail at least one of the following three tests: 1. Do 
they ignite passion and fit with the company’s core values? 2. Can the 
organization be the best in the world at these activities or in these arenas? 
3. Will these activities help drive the organization’s economic or resource 
engine? 
 
  DECLINING PROPORTION OF RIGHT PEOPLE IN KEY SEATS: 
There is a declining proportion of right people in key seats, because of 
losing the right people and/or growing beyond the organization’s ability to 
get enough people to execute on that growth with excellence (e.g. 
breaking Packard’s Law). 
 
  EASY CASH ERODES COST DISCIPLINE: The organization 
responds to increasing costs by increasing prices and revenues rather 
than increasing discipline. 
 
  BUREAUCRACY SUBVERTS DISCIPLINE: A system of bureaucratic 
rules subverts the ethic of freedom and responsibility that marks a culture 
of discipline; people increasingly think in terms of “jobs” rather than 
responsibilities. 
 
  PROBLEMATIC SUCCESSION OF POWER: The organization 
experiences leadership-transition difficulties, be they in the form of poor 
succession planning, failure to groom excellent leaders from within, 
political turmoil, bad luck, or an unwise selection of successors. 
 
  PERSONAL INTERESTS PLACED ABOVE ORGANIZATIONAL 
INTERESTS: People in power allocate more for themselves or their 
constituents—more money, more privileges, more fame, more of the 
spoils of success—seeking to capitalize as much as possible in the short 
term, rather than investing primarily in building for greatness decades into 
the future. 
 

LEADERSHIP-TEAM DYNAMICS: 
ON THE WAY DOWN VERSUS ON THE WAY UP 

Teams on the Way Down Teams on the Way Up 
People shield those in power from 
grim facts, fearful of penalty and 
criticism for shining light on the 
harsh realities. 
 
 
People assert strong opinions 

People bring forth unpleasant 
facts—“Come here, look, man, this 
is ugly”—to be discussed; leaders 
never criticize those who bring forth 
harsh realities. 
 
People bring data, evidence, logic 



without providing data, evidence, or 
a solid argument. 
 
The team leader has a very low 
questions-to-statements ratio, 
avoiding critical input and/or 
allowing sloppy reasoning and 
unsupported opinions. 
 
Team members acquiesce to a 
decision yet do not unify to make 
the decision successful, or worse, 
undermine the decision after the 
fact. 
 
Team members seek as much 
credit as possible for themselves 
yet do not enjoy the confidence and 
admiration of their peers. 
 
Team members argue to look smart 
or to improve their own interests 
rather than argue to find the best 
answers to support the overall 
cause. 
 
The team conducts “autopsies with 
blame,” seeking culprits rather than 
wisdom. 
 
Team members often fail to deliver 
exceptional results, and blame 
other people or outside factors for 
setbacks, mistakes, and failures. 

and solid arguments to the 
discussion. 
 
The team leader employs a 
Socratic style, using a high 
questions-to-statements ratio, 
challenging people, and pushing for 
penetrating insight. 
 
Team members unify behind a 
decision once made and work to 
make the decision succeed, even if 
they vigorously disagreed with the 
decision. 
 
Each team member credits other 
people for success yet enjoys the 
confidence and admiration of his or 
her peers. 
 
Team members argue and debate, 
not to improve their personal 
position, but to find the best 
answers to support the overall 
cause. 
 
The team conducts “autopsies 
without blame,” mining wisdom 
from painful experiences. 
 
Each team member delivers 
exceptional results, yet in the event 
of a setback, each accepts full 
responsibility and learns from 
mistakes. 

 
MARKERS FOR STAGE 3 

 
  AMPLIFY THE POSITIVE, DISCOUNT THE NEGATIVE: There is a 
tendency to discount or explain away negative data rather than presume 
that something is wrong with the company; leaders highlight and amplify 
external praise and publicity. 
 
  BIG BETS AND BOLD GOALS WITHOUT EMPIRICAL VALIDATION: 
Leaders set audacious goals and/or make big bets that aren’t based on 
accumulated experience, or worse, that fly in the face of the facts. 



 
  INCURRING HUGE DOWNSIDE RISK BASED ON AMBIGUOUS 
DATA: When faced with ambiguous data and decisions that have a 
potentially severe or catastrophic downside, leaders take a positive view 
of the data and run the risk of blowing a hole “below the waterline.” 
 
  EROSION OF HEALTHY TEAM DYNAMICS: There is a marked 
decline in the quality and amount of dialogue and debate; there is a shift 
toward either consensus or dictatorial management rather than a process 
of argument and disagreement followed by unified commitment to execute 
decisions. 
 
  EXTERNALIZING BLAME: Rather than accept full responsibility for 
setbacks and failures, leaders point to external factors or other people to 
affix blame. 
 
  OBSESSIVE REORGANIZATIONS: Rather than confront the brutal 
realities, the enterprise chronically reorganizes; people are increasingly 
preoccupied with internal politics rather than external conditions. 
 
  IMPERIOUS DETACHMENT: Those in power become more imperious 
and detached; symbols and perks of executive-class status amplify 
detachment; plush new office buildings may disconnect executives from 
daily life. 
 

Behaviors That Exemplify and 
Perpetuate Stage 4 

Behaviors That Can Help 
Reverse the Downward Spiral of 

Stage 4 
Pin hopes on unproven strategies—
discontinuous leaps into new 
technologies, new markets, new 
businesses—often with much hype 
and fanfare. 
 
Seek a big, “game changing” 
acquisition (often based on hoped-
for, but as yet unproven, 
“synergies”) to transform the 
company in a single stroke. 
 
Make panicky, desperate moves in 
reaction to threats that can imperil 
the company even more, draining 
cash and further eroding financial 
strength. 
 

Formulate strategic changes based 
on empirical evidence, and 
extensive strategic and quantitative 
analysis, rather than make bold, 
untested leaps. 
 
Understand that combining two 
struggling companies never makes 
one great company; only consider 
strategic acquisitions that amplify 
proven strengths. 
 
Get the facts, think, and then act (or 
not) with calm determination; never 
take actions that will imperil the 
company long-term. 
 
 



Embark on a program of radical 
change, a revolution, to transform 
or upend nearly every aspect of the 
company, jeopardizing or 
abandoning core strengths. 
 
Sell people on the promises of a 
brighter future to compensate for 
poor results. 
 
Destroy momentum with chronic 
restructuring and/or a series of 
inconsistent big decisions. 
 
 
Search for a leader-as-savior, with 
a bias for selecting a visionary from 
the outside who’ll ride in and 
galvanize the company. 

Gain clarity about what is core and 
should be held firm, and what 
needs to change, building upon 
proven strengths and eliminating 
weaknesses. 
 
Focus on performance, letting 
tangible results provide the 
strongest case for a new direction. 
 
Create momentum with a series of 
good decisions, supremely well 
executed, that build one upon 
another. 
 
Search for a disciplined executive, 
with a bias for selecting a proven 
performer from the inside. 

 
MARKERS FOR STAGE 4 

 
  A SERIES OF SILVER BULLETS: There is a tendency to make 
dramatic, big moves, such as a “game changing” acquisition or a 
discontinuous leap into a new strategy or an exciting innovation, in an 
attempt to quickly catalyze a breakthrough—and then to do it again and 
again, lurching about from program to program, goal to goal, strategy to 
strategy, in a pattern of chronic inconsistency. 
 
  GRASPING FOR A LEADER-AS-SAVIOR: The board responds to 
threats and setbacks by searching for a charismatic leader and/or outside 
savior. 
 
  PANIC AND HASTE: Instead of being calm, deliberate, and 
disciplined, people exhibit hasty, reactive behavior, bordering on panic. 
 
  RADICAL CHANGE AND “REVOLUTION” WITH FANFARE: The 
language of “revolution” and “radical” change characterizes the new era: 
New programs! New cultures! New strategies! Leaders engage in hoopla, 
spending a lot of energy trying to align and “motivate” people, engaging in 
buzzwords and taglines. 
 
  HYPE PRECEDES RESULTS: Instead of setting expectations low—
underscoring the duration and difficulty of the turn-around—leaders hype 
their visions; they “sell the future” to compensate for the lack of current 
results, initiating a patter of overpromising and underdelivering. 



 
  INITIAL UPSWING FOLLOWED BY DISAPPOINTMENTS: There is 
an initial burst of positive results, but they do not last; dashed hope follows 
dashed hope; the organization achieves no buildup, no cumulative 
momentum. 
 
  CONFUSION AND CYNICISM: People cannot easily articulate what 
the organization stands for; core values have eroded to the point of 
irrelevance; the organization has become “just another place to work,” a 
place to get a paycheck; people lose faith in their ability to triumph and 
prevail. Instead of passionately believing in the organization’s core values 
and purpose, people become distrustful, regarding visions and values as 
little more than PR and rhetoric. 
 
  CHRONIC RESTRUCTURING AND EROSION OF FINANCIAL 
STRENGTH: Each failed initiative drains resources; cash flow and 
financial liquidity begin to decline; the organization undergoes multiple 
restructurings; options narrow and strategic decisions are increasingly 
dictated by circumstance. 
 

 


