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GE’s Imagination Breakthroughs: The Evo Project
As he prepared for the December 2006 meeting with GE’s CEO Jeff Immelt, Pierre Comte faced
some difficult decisions. Only eight months into his job as Chief Marketing Officer (CMO) of GE’s
Transportation business, Comte would be presenting Transportation’s recommendations on some of
the most visible growth initiatives in its locomotive business—projects that had been designated
“Imagination Breakthroughs.” IBs, as they were called within GE, were new projects with the
potential to generate $100 million in new business within 2 to 3 years, and were a key part of
Immelt’s organic growth strategy. At the IB Review, Immelt expected to hear how Transportation
was progressing with each of its locomotive IBs and what plans they had for their future.
Within GE Transportation, however, the future of several of the IBs had been a source of
considerable debate. But none was more sensitive than the Hybrid locomotive, a bold new project
launched two years earlier in the belief that it had the potential to become a disruptive technology
that could redefine the industry. But developing cost effective designs for the hybrid was an ongoing
challenge, and some of its key sponsors were beginning to wonder if resources should continue to be
committed to it. This ongoing debate had resurfaced in November at a growth review meeting in
Erie, Pennsylvania, where Transportation’s CEO John Dineen asked Comte and Brett BeGole, head of
Transportation’s locomotive P&L unit, to describe how they planned to update Immelt on the Hybrid
IB. BeGole, an experienced and effective business leader, explained that problems with the cost and
performance of batteries had made the project’s future highly uncertain. Feeling it was sapping
resources from more profitable growth opportunities, he recommended that it be sidelined until the
technology was further developed.
Comte was uncomfortable with that proposition. He felt that the Hybrid represented a real
opportunity for GE to lead fundamental market change, and that sidelining the project could cause it
to lose the resources and attention it needed at this critical stage of its development. He also worried
about Immelt’s reaction, especially since the Hybrid was one of his favorite IB projects. But while he
knew that the Imagination Breakthrough process was designed to encourage risk-taking, Comte also
realized that at the end of the day, it had to be commercially viable. In GE, the bottom line always
mattered.
As Dineen listened to his direct reports, he understood the source of their differences. BeGole was
responsible for the profitability and growth of the Locomotive P&L unit, and would be held
accountable for its bottom-line results. But Comte, with his mandate to develop market knowledge
and competitive intelligence, had been asked to challenge and stretch the existing organization.
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Indeed, Dineen recalled telling his new CMO, “Pierre, your job is to make marketing ‘the point of the
spear’; to take us to places we don’t want to go.” Now, after listening to the debate, Dineen wondered
what Transportation’s position on the Hybrid should be in its upcoming IB Review with Immelt.

Immelt Takes Charge: New Demands, New Responsesa
On Friday, September 7, 2001, 43-year-old Jeff Immelt became GE’s ninth CEO in its 109 year
history. Four days later, two planes crashed into the World Trade Center towers. In the turmoil that
followed, an already fragile post-Internet bubble stock market dropped further, and the subsequent
downturn in the economy resulted in a drop in confidence that spread rapidly around the globe.
Despite his many efforts to tighten operations while continuing to grow the business, the new
CEO did not have an easy initiation as he tried to deal with the resulting economic downturn, the
post-Enron suspicions of large corporations, and the growing global political instability. In 2002, after
promising that earnings would grow by double digits, Immelt had to report a modest 7% increase in
GE’s profits on revenues that were up only 5% on the 2001 sales, which had declined 3% from the
prior year. (See Exhibit 1 for GE Financials, 1996-2006.) By the end of 2002, GE’s stock was trading at
$24, down 39% from a year earlier and 60% from its all-time high of $60 in August 2000. With
considerable understatement, Immelt said, “This was not a great year to be a rookie CEO.”1

Driving Growth: The Strategic Priority
Beyond this immediate market pressure, Immelt was acutely aware that he stood in the very long
shadow cast by his predecessor, Jack Welch, under whose leadership GE had generated a total return
to shareholders of 23% per annum for 20 years, representing an astonishing $380 billion increase in
shareholder wealth over his two decades as CEO. Much of the company’s stock price premium was
due to the fact that Welch had built GE into a disciplined, efficient machine that delivered on its
promise of consistent growth in sales and earnings. The results were achieved in part through
effective operations management that drove a 4% per annum organic growth rate (much of it
productivity driven), but primarily through a continuous stream of timely acquisitions and clever
deal making. This two-pronged approach had resulted in double-digit revenue and profit increases
through most of the 1990s.
But Immelt knew that he could not hope to replicate that kind of performance by simply
continuing the same strategy. The environment in the new millennium had changed too much. The
new CEO wanted to use GE’s size and diversity as sources of strength and to drive growth by
investing in places and in ways that others could not easily follow. He began to articulate a strategy
that would rely on technology leadership, commercial excellence, and global expansion to exploit
what he described as “growth platforms”—businesses that would capitalize on “unstoppable
trends.”
Beginning in 2002, he challenged his business leaders to identify new growth platforms with the
potential to generate $1 billion in operating profit within the next few years. In response, several
opportunities emerged, and the company soon began engaging in new fields such as oil and gas
technology, securities and sensors, water technology, Hispanic broadcasting, and consumer finance,
all of which were growing at a 15% annual rate. ”The growth platforms we have identified are in

a This section summarizes “GE’s Growth Strategy: The Immelt Initiative,” Harvard Business School case # 9-306-087.
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markets that have above average growth rates and can uniquely benefit from GE’s capabilities,” said
Immelt. “Growth is the initiative, the core competency that we are building in GE.” 2

Building New Capabilities: Investing in Technology and Marketing
To reposition GE’s portfolio to leverage growth, Immelt’s team lost little time in acquiring
companies such as Telemundo to build a base in Hispanic broadcasting, Interlogix in security
systems, BetzDearborn in water processing services, and Enron Wind in renewable energy. After
completing $35 billion worth of acquisitions in 2001 and 2002, GE completed the biggest acquisition
year in its history in 2003, including two megadeals: $14 billion for media giant Vivendi Universal
Entertainment (VUE), and $10 billion for UK-based Amersham, a leader in biosciences.
But Immelt also recognized that he would have to make internal investments to ensure that his
strategy of technology-driven, commercially-oriented global expansion could build on this new
growth platform. Within his first six months as CEO, he had committed $100 million to upgrade GE’s
major R&D facility at Niskayuna in upstate New York. He followed that investment with a 2002
authorization to construct a new Global Research Center (GRC) in Shanghai, and a 2003 authorization
for another GRC in Munich, investments involving another $100 million dollars. And despite the
slowing economy, he upped the R&D budget 14% to $359 million in 2003. When asked about the
increase in spending during such a difficult time for the company, he said, “Organic growth is the
driver. Acquisitions are secondary to that. I can’t see us go out and pay a start-up $100 million for
technology that, if we had just spent $2 million a year for 10 years, we could have done a better job at
it. I hate that, I just hate that.”3
Rather than concentrating primarily on short-term product development as it had in the past, the
GRCs’ agenda become more long-term oriented. It also became more focused, with more than 1000
projects slashed to just 100. Furthermore, the research group identified five very long-term
technology areas for special attention, representing fields as diverse as nanotechnology, advanced
propulsion, and biotechnology. It was a longer-term R&D focus than GE had seen for many years.
The other core competency with which Immelt wanted to drive organic growth was marketing. As
an ex-salesman, he had always focused on the customer and felt that an unintended by-product of
Welch’s obsession with operating efficiency and cost cutting had been the development of a culture
that was too internally focused. He wanted the organization to turn its attention to the marketplace
and to bring in a more commercially-oriented perspective to its decisions.
One of Immelt’s first appointments had been to name Beth Comstock as GE’s chief marketing
officer, a position Welch had abolished decades earlier. (See Exhibit 2 for the GE’s corporate
organization chart.) He also redeployed most of GE’s large acquisition-oriented corporate business
development staff into marketing roles, and asked each of GE’s businesses to appoint a VP level
marketing head to develop that capability in the business. Because of the shortage of internal talent,
many of these marketing leaders had to be recruited from outside, an uncommon practice at GE.
To provide a forum for these new leaders to monitor and drive the change he wanted, in 2003
Immelt formed a Commercial Council made up of 20 respected commercial leaders drawn from a
diverse range of GE businesses. Not all members were Corporate Officers, or even among the top 600
in GE’s Senior Executive Band, but all shared the distinction of being personally selected by the CEO
for their innovative thinking. Meeting monthly by phone and quarterly in person, it was a forum to
discuss mega-trends, to identify broad strategies for international growth, and to diffuse best
marketing practices rapidly throughout GE. To underline its importance, Immelt chaired it.
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Realigning Personal Competencies: Developing “Growth Leaders”
The investment in new capabilities had an immediate impact on GE’s management profile. Within
Immelt’s first two years, the company had recruited over 5000 engineers, and among the 175
corporate officers, the number of engineers grew from seven to 21. The same dramatic change was
occurring in sales and marketing, and in 2003, the company began a process to increase GE’s underresourced marketing staff by 2000 over the next two years. To help integrate this influx of senior level
marketers into GE’s culture and systems, the Experienced Commercial Leadership Program was
created.
As big a task as it was, recruiting top talent into these growth-driving functions was less of a
concern to the CEO than the challenge of developing new capabilities in his current management
team. While strong in operations and finance, some lacked the skills Immelt felt they would need to
succeed in the more entrepreneurial, risk-taking environment he wanted to create. To help define the
leadership behaviors that would be required to drive organic growth, the human resources staff
researched the competency profiles at 15 large, fast-growth global companies such as Toyota, P&G,
and Dell. They concluded that five leadership traits would be key to driving organic growth in GE:
•
•
•
•
•

An external focus,
An ability to think clearly,
Imagination and courage,
Inclusiveness and connection with people, and
In-depth expertise.

Soon all courses at GE’s famed Crotonville education center were focused on developing these
characteristics, and Immelt made it clear that unless managers had these traits or were developing
them, they would not be likely to succeed at GE regardless of their past track record. And to
underline his commitment to supporting a new generation of “growth leaders,” he began making
changes to some of GE’s well-established norms and practices. For example, to develop leaders with
more in-depth market and technological knowledge and domain expertise, Immelt decided to slow
down the job rotations that had long been central to management development at GE; to build new
technological and marketing capabilities rapidly, he accepted the need to recruit from the outside;
and to encourage individuals to take risks, and even to fail, he adjusted the evaluation and reward
processes that previously had been tied to flawless execution of short-term budget objectives.

Embedding Growth in Processes and Metrics
In classic GE form, all elements of the new organic growth initiative were soon being reinforced in
metrics, systems, and processes to ensure that the new objectives received the disciplined follow up
that characterized GE’s management style. It was this cycle of tightly linked and mutually supportive
systems and processes and that were the backbone of the company’s Operating System that
supported GE’s well-deserved reputation for clear strategy and a disciplined implementation.
At the heart of the Operating System were three core processes that had framed management
reviews over many decades—Session C, Session I, and Session II. (See Exhibit 3 for a graphic
representation.) Each had been harnessed to drive the growth agenda. For example, the Session C
organization, staffing, and succession reviews each May became a powerful tool to reinforce the
recruitment, promotion, and deployment of technological and marketing talent, as well as the
development of a new generation of “growth leaders” willing to take risks to build new businesses.
Next, in July, Session I (the strategic reviews that Immelt renamed Growth Playbook reviews)
required each business to drill down on how market trends and customer needs provided
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opportunities for them to grow their business organically. And in November’s Session II, discussions
of the operating budget (driven by stretch targets rather than itemized expenses in the GE practice)
made sure that each business’s commitments to invest in and deliver on growth projects were not cut
back in order to meet short-term performance objectives.
And the metrics employed in the implementation of each of these systems were also changed to
reflect the new growth objectives. For example, all development reviews and performance
evaluations leading up to Session C now evaluated managers against the new growth traits. In the
first year, only Corporate Officers were evaluated; the following year, the metrics were extended to
the 600 in the Senior Executive Band; and by year three, the top 7000 executives were getting
feedback and development support around the growth traits. In the Session I/Growth Playbook
review, managers were expected to develop and defend their strategies to achieve Immelt’s overall
objective to increase GE’s organic growth rate from 4% to 8% annually. And in Session II, a new Net
Promoter Score was added to hold managers accountable for a demanding measure of customer
loyalty and repurchase.

Imagination Breakthroughs: Engine of Organic Growth
By the end of 2003, Immelt told investors that he had now completed the big investments needed
to re-position the company’s business platforms for the future. But results were still disappointing,
and with both income and revenue barely above the levels of 2000, some observers were beginning to
question whether the GE’s greatest growth was behind it. Immelt rejected that notion, and saw no
reason for GE to slow down as long as it was able to change its approach and emphasize organic
growth. “In the late 1990s, we became business traders not business growers,” he said. “Today,
organic growth is absolutely the biggest task in every one of our companies.”4
Having spent his first two years repositioning the business portfolio and investing in new
organizational capabilities, Immelt now wanted to drive the pursuit of organic growth much deeper
into the company. In September 2003, he convened a meeting of marketing directors from each of
GE’s businesses and gave them a challenge: in two months he wanted each of them to develop five
proposals for new growth businesses – “Imagination Breakthroughs” he called them, or IBs as they
quickly became known. “We have to put growth on steroids,” he said. “I want game changers. Take a
big swing.”5
Over the next two months, the marketing leaders engaged management at all of GE’s businesses
to respond to Immelt’s challenge. Working furiously, they developed 50 IB proposals that were then
presented to the CEO and a small group of corporate marketing staff who now became the IB Review
Committee. Of this initial portfolio, the CEO green-lighted 35, which the businesses were then
expected to fund, explore, adapt, and pursue. And Immelt indicated that he intended to monitor
progress closely.

GE Transportation’s First IB: The Evo Story
In September 2003, in response to Immelt’s request, GE Transportation identified five potential
IBs. Perhaps the most exciting was the Evolution Locomotive, a product that was already on the shelf
as a planned new product introduction or NPI. But it was a project with which the business had been
struggling due to challenges in both its technical development and its market acceptance. The
designation of this project as an IB turned a corporate spotlight on its funding and put a supercharger
on its commercialization.
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Origins of the Evolution Locomotive
GE began serving the North American rail market in 1918, and through numerous cycles over the
better part of the next century, the company steadily built a good business selling to North America’s
six large rail companies. By the mid-1990s, with revenues approaching $2 billion, GE had built a
dominant market share, and its AC4400 long-haul locomotive was recognized as the most successful
engine on the market. But it was a mature and conservative industry, and an unlikely place to
jumpstart an initiative that called for cutting-edge technology, innovation, and risk taking.
In a rare innovative move in the industry, in 1995 GE introduced its much anticipated “superloco,” the AC 6000 CW. Touted as the most powerful locomotive on the market, its size and hauling
capability were impressive. But within a year of its launch, North American customers were
reporting that most of the 6000’s new capabilities were unnecessary or uneconomical. This
unfortunate misreading of market needs led to only 207 units of the 6000 being sold over the next 5
years compared to more than 3000 classic 4400 locomotives in the same period.6 Worse, many of
those that were sold either failed to deliver on their promised cost-benefit performance or had
reliability problems. The 6000 locomotive was eventually discontinued and became a black eye on
GE’s otherwise strong record in the industry.
In December 1997, Environmental Protection Agency (EPA) upset the previously predictable rail
market when it announced the first in a series of strict emissions requirements of all new locomotives
to be put in service after January 1, 2005. The regulations posed serious engineering challenges and a
major commercial risk for locomotive manufacturers whose safest response was to modify existing
models to meet the new standards. While its competitors chose to follow this conservative strategy,
GE engineers proposed taking a riskier and more expensive approach: they committed to designing a
completely new platform that would be able to meet future emissions standards while also keeping
fuel costs down.
Over the following three years, engineers in Erie and at the Global Research Center in Niskayuna
worked to redefine the paradigm of locomotive design by eliminating the traditional tradeoff
between fuel efficiency and emissions. The result was the Evolution Locomotive (quickly dubbed the
Evo) which used a revolutionary engine combined with a patented cooling system to achieve 3% to
5% fuel savings while generating 40% less emissions than the previous generation. It also
incorporated a locomotive control system enhancement that managed the speed and throttle settings
to minimize fuel consumption and/or emissions, taking into account train composition, terrain, track
conditions, train dynamics and weather, without negatively impacting the train’s arrival time.
Though this radical new engine represented a clear technical advancement, the decision to take it
from design to production was a gamble. Because locomotives delivered before January 1, 2005 were
exempt from the new regulations, some predicted that there would be a spike in demand for old
models in 2004, leaving a very small market for the Evo in 2005. Indeed, the sales force reported that
most customers were wary about making early commitments to meet the new requirements. But the
believers on the GE team argued that the Evo could deliver real savings in fuel and labor, areas in
which costs were mounting rapidly in the rail industry. In a major strategic bet, in 2002 GE
committed to building its Evolution locomotive. (See Exhibit 4 for a photo and basic specifications of
the Evo.)

Evo Becomes an IB
The earlier AC6000 product failure coupled with the looming change in environmental
regulations in the industry put the locomotive business leaders in Erie under intense pressure to
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prove to the CEO that they could grow their mature business organically. When Immelt announced
his quest for $100 million Imagination Breakthroughs, it was clear that the Evo would be a “make or
break” project. Despite the continuing uncertainty around its market potential, the Evo became the
centerpiece of Transportation’s presentation in its first IB Review with Immelt. The CEO was
immediately taken by the project’s potential and told the sponsoring managers that he would be
monitoring progress in regular review meetings he planned to conduct monthly with those
responsible for IBs.
True to his word, Immelt conducted reviews of a subset of IBs every month. As a result, every six
months or so, those directly responsible for Evo—the P&L leader, the technology leader, and/or the
marketing leader—met with him to describe progress and outline next steps for their project. As the
team soon learned, PowerPoint presentations were strictly prohibited in these meetings with Immelt
and a few members of his corporate marketing staff. To encourage an atmosphere of discussion and
debate, presenters were allowed no more than one page of documentation for each IB. Although the
meetings were small and informal, the managers were not necessarily relaxed. They knew that
questioning would be intense, and were advised to be prepared to discuss a range of sample
questions. (See Exhibit 5 for a preparatory list.) And meeting the CEO in intimate settings to discuss
new ideas created some tension. As one manager reflected, in a context in which other business’s IBs
were being presented, “Do you really want to be the only business that shows no imagination and no
breakthrough?”
Managers came to IB review meetings armed with extensive market information, the result of a
rigorous analytical process called CECOR that was being rolled out by the corporate marketing group
to help business level marketing teams systematize analysis to support the IB process.b (See Exhibit 6
for an outline of the CECOR process and tools.) Because of Immelt’s understanding of the issues and
his direct, in-depth questioning, the IB Reviews were soon recognized as a “Committee of One.”
In the glare of the IB spotlight, the Evo product management and sales team found themselves
under increased pressure to perform. But discussions with customers revealed that GE was still
“paying for sins of the past” as one salesman put it, and the team concluded that it would not be able
to sell the Evo’s value proposition from a piece of paper and a set of specifications. After the failure of
the AC6000, customers wanted solid evidence of the benefits being promised.
In a leap of faith, GE Transportation took the financial risk of committing $100 million to build 50
Evo units, which they then planned to lease to customers for $1 per year. The locomotives were to be
carried on GE’s books, but would be operated by customers and used on their North American lines.
The goal was to log five million miles before the 2005 launch, thereby regaining customers’ trust by
proving the engine’s reliability and the value of the technological advancements.

Preparing to Launch: The Agony…
In early 2004, vague concerns about Evo began turning to panic. A year into the leasing plan, the
sales team did not have a single firm order. Sales reps were getting positive feedback about
performance of the leased Evos, but customers were still reluctant to make the capital expenditure.
Transportation’s November SII Budget Review for Evo had been grim: worst-case scenarios projected
sales of only 30 or 50 locomotives out of a total 2005 capacity of 600 Evos. It was a performance that
would result in significant losses. While some felt that GE might have to offer the Evo at an attractive
b CECOR stood for, Calibrate, Explore, Create, Organize, and Realize, an analytical process that the corporate marketing group
had developed. It was supported by a portfolio of tools borrowed from a variety of sources including the consulting groups
Bain and McKinsey, which had proved helpful in doing market segmentation, customer analysis, competitive analysis etc.
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initial price to attract sales, Immelt strongly disagreed. At IB Review meetings, he was pushing the
team in the opposite direction, urging them to focus on how to price the soon-to-be-launched product
to capture its full value.
Because the Evo offered significant economic savings to the railroads over its lifecycle, Immelt
believed strongly that it could be sold a premium over the previous model. Discussion about the
impact of rising energy costs in the IB Review meetings spilled over into detailed market and product
analysis in Growth Playbook sessions. These meetings with Immelt were very different from the
Session I strategy reviews over which Welch had presided. Where Welch had been cost and
efficiency-driven, Immelt was focused on the market value of technological advancements like the
Evo. “In a deflationary world, you could get margin by working productivity,” Immelt said. “Now
you need marketing to get a price.” 7
As a result of these discussions, the IB team refined Evo’s value story to focus on its lifecycle costs,
and decided to reflect the Evo’s significant performance improvements in a 10% price premium .
Knowing that this decision would cause anxiety within the sales ranks, Dave Tucker,
Transportation’s VP of Global Sales turned the annual January sales meeting in Coco Beach, Florida
into a call to arms for the Evolution. In the opening session he announced that by June the sales team
not only needed to sell out the factory, they needed to do it at a significant premium over the
previous model. “It scared the hell out of the sales force,” Tucker recalled. “Frankly, we had never
had a step function increase in pricing like that.”
Tucker then challenged his sales force to come up with the means to implement the plan. In
addition to worries about the expected customer reaction, some expressed concerns about the likely
response of a key competitor who had not made the same upfront investment. But the marketing
group’s analysis suggested that rising oil prices, increased rail traffic, and tightening emission
standards could make customers more open to Evo’s benefits. After several days of joint discussions
with marketing and product management, the sales force hit the streets committed to booking orders
at the new price.

Implementing the Launch:…The Ecstasy
Over the following months, the sales team went back to its customers, emphasizing value to
convince them that Evo was worth its price premium. As if responding to a cue, in early 2004 oil
prices began to increase from $32 a barrel in January, to $40 by June, and $50 by October. At the same
time, driven by surging Chinese imports entering the US on the West Coast, transcontinental rail
traffic was increasing dramatically. And new interest from state regulatory bodies was making
emissions an industry-wide concern. The marketing analyses had proved correct: customers were
ready for the Evo.
By the launch date on January 1, 2005, not only was the entire 2005 production of Evo was sold
out, product was on backorder through much of 2006. Despite earlier concerns about a risk of a
temporary drop in market share, industry experts estimated that GE maintained or increased its 70%
share through the launch and outsold its competition by three to one in the US market during 2005.8
By mid-2006, there was a backlog of 1500 locomotives, representing nearly two years of production
capacity. The early success of the Evo continued into 2007, with all-time highs in deliveries
surpassing records set just one year earlier. The Evo had become a poster child IB success story.
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Managing the IB Lifecycle: Raising the Evo Babies
When John Dineen became CEO of GE Transportation in the summer of 2005, Evo was well on its
way to being one of the outstanding IB successes. But Dineen made it clear that he wanted to drive
even more growth from this old-line, mature portfolio of businesses. To emphasize that objective, he
reinforced Immelt’s annual corporate Growth Playbook process by creating a Growth Council, to
which he invited his entire management team to engage in a monthly review of growth initiatives in
each of Transportation’s businesses. His objective was to build a growth agenda into the pulse of the
business and make it part of the ongoing management discussion.

Birth of an Evo Baby: The Global Modular Locomotive
Acknowledging that the slow growth domestic markets already dominated by GE were unlikely
to be the major source of new business, Dineen emphasized the opportunities for international
expansion. Responding to that challenge, Tim Schweikert, general manager of the Locomotive P&L
unit, began to explore with his team the challenge of breaking into the global locomotive market.
Very quickly, they identified the hurdles they would have to clear in order to sell internationally.
First, because railway gauge width, weight limits, and clearance requirements varied widely from
country to country, they decided that there could be no standardized “global locomotive.”
Furthermore, the low numbers of locomotives called for in most international tenders (as few as 10 or
15) made the huge upfront investment in engineering a major cost barrier. And finally, because
governments were typically the operators of railways, the selling process usually involved complex
political negotiations.
Recognizing all these constraints, Schweikert and his team developed a product concept that they
termed the Global Modular Locomotive (GML), a design developed around a set of standard
components that could be built to different national requirements using a Lego-like approach to the
locomotive’s construction. With great excitement, they took their idea to Dineen’s monthly Growth
Council where it was quickly endorsed as a candidate for Immelt’s IB Review. Presenting their ideas
in this forum in September 2005, the locomotive team preempted Immelt’s opening question by
identifying GML’s three value-creating objectives: to reduce the response time in international tender
processing, to reduce the amount spent on nonrecurring engineering, and to reduce the time between
the order and the sale. After further probing questions, Immelt congratulated them and approved
GML as an IB.
To help Schweikert implement the new IB project, Dineen assigned Gokhan Bayhan to the role of
marketing leader for the Locomotive P&L unit. The move was part of a larger strategy of transferring
recognized talent into the fledgling business marketing roles. “We took some of our best people from
our commercial and engineering organization and put them into these roles,” said Dineen. “As soon
as you start doing that, the rest of the organization realizes it’s important. Initially, we had to draft
people and assure them that the move was going to be good for their careers. But it was hard. Every
bone in their body was telling them not to do it because there was no track record.” (See Exhibit 7 for
GE Transportation’s organization chart.)
Because Bayhan had earlier worked on a locomotive modernization contract that GE had won to
overhaul and rebuild 400 locomotives for the state-owned railway in Kazakhstan, he decided this was
a perfect place to explore GML’s potential. Soon, he and the sales team were talking to government
contacts about the new concept and about the opportunity for GE to help them expand and
modernize their railway system to meet the needs of Kazakhstan’s fast-growing China trade.
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The disciplined process of analyzing the market opportunities and customer needs was part of the
rapidly expanding marketing group’s responsibility. Because it was a new element in the existing
process of bringing a product to market, gaining acceptance was not always easy, as Bayhan
explained:
The relationships between product management, sales, and engineering were wellestablished, so a lot of marketing team members had difficulty breaking into that process, and
taking on a role that didn’t exist before. It was hardest for those from the outside, and they
were the majority. It helped that I’d been in the organization in various product management
and finance roles because it allowed me to use my access and credibility to contribute a
marketing point of view. But lots of others had a hard time with it.
Meanwhile, as sales, engineering, and marketing worked together to test and approve the GML
concept, a major boost to the effort occurred in December 2005 when the company announced that it
had received an order for 300 GML locomotives from the Chinese railway. In October, Tim
Schweikert, who had been close to the Chinese negotiations was transferred from his position in Erie
to become head of GE transportation in China, not only to oversee this important contract, but to use
it to expand GE’s penetration into this huge market.

Making Marketing Mainstream
As the role and impact of the marketing function grew within Transportation, Dineen accelerated
his efforts to find a head of marketing who not only could spearhead and accelerate existing
marketing efforts, but also could provide the function with greater access and influence at the most
senior levels of discussion in the company. Finally, in early 2006, he found the person he felt could fill
the role. Pierre Comte became Chief Marketing Officer of GE Transportation in May, 2006.
Surprisingly, although he had a strong commercial background built up through an international
career, he did not come from a traditional marketing background. Most recently he had run the rail
signaling business at a major European transportation company. But to Dineen, he seemed an ideal
fit—someone with relevant industry expertise, good frontline experience, and a strong enough
personality to be able to deal credibly with his P&L leaders, and understand their pressures and
constraints.
In his first meeting with his new CMO, Dineen told Comte to “create a crisis around growth.” But
Comte realized that first he would have to convince his bottom-line driven peers that he could help
them:
When you run a $2 billion Locomotive P&L that’s doing great, you don’t have a pressing
need to reinvent yourself and your business. The role of marketing group is to push the P&L
leaders to revisit their portfolios. But they won’t listen to chart makers or theoreticians. So I
spent three months telling them, “I’m like you, I’m a business guy; I’ve lived in Asia and
Europe. I’ve run a P&L with a couple of thousand people reporting to me. I know that the last
thing you want is another headquarters guy giving you more work to do. I’m not going to do
that. I’m here to help you make your P&Ls bigger, stronger.”
Under Comte, the new marketing team began to take a more active role in the business, a role that
became more and more evident as the Evo babies started to grow. The contributions Gokhan Bayhan
made to the redefinition of GML provided a classic example.
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The Baby Grows into a Family
In April 2006, as members of the locomotive management team sat down to prepare for their
presentation to Immelt at Transportation’s Growth Playbook/Session I review in June, some of the
initial ideas behind the GML concept were beginning to seem questionable. Doubts were being
expressed by people from project management, marketing, and engineering about whether the
GML’s Lego design would work in practice. To resolve the concerns, Brett BeGole, Schweikert’s
replacement as global operations general manager for the Locomotive P&L unit, commissioned a
Tiger Team of six people from engineering, product management, and marketing and gave them two
weeks to recommend what changes, if any, should be made to the GML concept.
Much of the team’s work was based on a rigorous analysis of a rich set of data on customers,
competitors, and market trends that Gokhan Bayhan had assembled. Using CECOR tools including a
customer needs analysis, a competitive response analysis, and a market segmentation map, Bayhan
presented Steve Gray, his engineering counterpart on the Tiger Team, a rich picture of the critical
technical and quality elements that customers were demanding.
After an intense two weeks of analysis, the team came to the conclusion that the GML concept was
too complex and too expensive to serve the market efficiently. Instead, they proposed that GML’s
modular approach be replaced by a platform concept that defined five different families of
locomotives which together would serve 85% to 90% of the global market demand. Three of the five
platforms to be developed were based on the Evo engine, while the two other family members would
use another engine still under development.
The Tiger Team’s recommendations were presented at Transportation’s Growth Council in May,
where Dineen backed their recommendation by committing to invest in the development engineering
required for the Global Locomotive Families (GLF) ahead of any orders being received. It was a major
change in practice for the business. With strong analysis and data to support their proposal and a
clear commitment to invest in it, the new GLF concept was quickly accepted and supported in July’s
Growth Playbook /Session I review with Immelt and became one of Transportation’s official IBs.
The concept was soon validated when, in September of 2006, the Kazakhstan Railway placed an
order for 310 locomotives valued at $600 million; soon after, GE received an additional large order
from a mining company in Australia; and before year’s end it won a tender for 40 more locomotives
in Egypt. Bayhan described it as the industry’s “perfect storm”:
The big driver was what we call the ‘China Effect’. Our analysis showed how increased
trade with China is driving a big surge in demand for all forms of transportation. Around the
world, GDP is growing, industrialization is happening, and the China Effect is spreading to
other countries. And we were right there when it happened with a good understanding of the
customers’ needs and the newest technology to meet them. So we were able to respond to the
perfect storm with a great product, the right commercial strategy, and perfect market timing.
Like the China order nine months earlier, the big Kazakhstan order came with a condition that
after building the first 10 locomotives in Erie, GE would commit to transferring the assembly
operation to Kazakhstan in the second half of 2008. The facility would assemble kits shipped from
Erie and would become the regional source for locomotives sold to other countries in the CIS
(consisting of eleven former Soviet Republics in Eurasia). It was part of GE’s “In Country, For
Country” international strategy, and a matter of great pride for the country’s prime minister, who
proudly announced that Kazakhstan had locomotives with the same technology as the US models.
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The Morphing Continues: The New Regional Strategy
As the locomotive contract negotiations were being finalized, they provided a convenient market
entrée to other parts of GE’s transportation business. In particular, the sales and marketing people
from the Services and Signaling P&Ls began using the Locomotive team’s contacts to introduce their
own products and services. For example, Transportation’s Service P&L planned to link any new
locomotive sales with a service contract to renew and refurbish worn components locally rather than
replacing them with imported new parts. Not only could they promise to save the customer money,
they could offer to transfer technology and bring employment to the country.
As initiatives such as this became the norm in markets where locomotive contract had been
signed, the management team of the Locomotive P&L began to explore whether an integrated
regional approach to growth might be a more effective business model than the product-based Global
Families approach. It was an approach that Comte believed had great value. As he grew the
Transportation marketing staff from 14 people to 32, he began moving a significant number of them
out of Erie and into the field where they could be closer to the customer. As part of a new geographicbased capability, he deployed seven Regional Marketing Strategists, each of whom built his own local
capabilities to support Transportation’s regional General Managers. (See Exhibit 8 for
Transportation’s marketing organization.)
In December 2006, when the message came down that the Commercial Council would like to see
businesses submitting IB proposals for new emerging countries, it gave support to the growing
notion that there was a need to reconfigure the global locomotive IB project once again. One proposal
was to morph the major thrust of the GLF project into three integrated regional IBs—one for China,
one for Russia/CIS, and one for India—each being responsible for driving growth by developing its
market for an integrated package of GE locomotives, signals, services, etc. It was an intriguing idea,
but would mark the third iteration of this IB in its young 15 month life, and some were concerned
that it may seem like project churning.

The Hybrid Engine Dilemma: To Be or Not to Be?
At the same December IB Review, the Transportation business was also scheduled to present its
latest plans regarding the Hybrid Locomotive IB. As the whole management team understood,
almost three years earlier the Hybrid had captured Immelt’s attention as a perfect candidate to fit into
the company’s just announced Ecomagination program committed to environmentally responsive
innovation. Indeed, it had been the CEO’s suggestion to elevate the research on the Hybrid engine
and to give it IB status. As he had publicly stated, the Hybrid Loco represented “the right solution for
the customer, for the market, for the environment, and for GE.”
The plans for the Hybrid locomotive were centered on a diesel-electric engine that would capture
the energy generated during braking and store it in a series of sophisticated batteries. That stored
energy could then be used by the crew on demand—reducing fuel consumption by as much as 15
percent and emissions by as much as 50 percent compared to most of the freight locomotives in use at
the time.8 But as the concept was translated into a product, it became clear that the battery technology
at the core of its design was not yet able to support the proposed customer benefits or to achieve
them at a cost that would make the project economical. As a result, almost three years into the
program, many were expressing doubts about whether the Hybrid IB would be able to meet any of
its original stated objectives—to add value to the customer, to provide returns to GE, and to allow
access to new markets.
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At Transportation’s monthly Growth Council to prepare for the December IB presentation,
Dineen, BeGole, Tucker, and Comte explored the options. On the one hand, with all the opportunities
available in other product line extensions and geographic expansions, the team was very aware of the
opportunity cost of the Hybrid project. At least in the short term, it would be a resource sink and did
not appear to be the most effective use of its management time, organizational energy, and limited
financial and technical resources.
On the other hand however, there was a recognition that the long-term trend away from fossil
fuels and towards alternative energy meant that eventually GE would have to develop a hybrid
locomotive. Knowing their CEO’s commitment to the Hybrid project, the team debated whether they
had done enough to understand if customer value could be created in different segments, explore
alternative technological solutions, or analyze how costs could be reduced. But to do so, they
realized, would mean withdrawing resources from other sources of growth that seemed more
immediately promising.
As Comte summarized the discussions, he posed three alternative scenarios that could be
presented in December’s IB Review:
•

The first option would be to explain that while the project as currently defined appeared to
have very limited to short to medium term commercial viability, the business would commit
to exploring alternative ways to make it successful, albeit with a reduced allocation of
resources and an extended date for commercialization.

•

The second approach would be to acknowledge the hybrid’s long-term potential, but suggest
that it be placed on hold as an IB, transferring primary responsibility to the Corporate
Research Center to develop the battery technology in collaboration with the various GE
businesses—including Transportation—that had an interest in its development.

•

The final alternative would be to recommend that the company acknowledge the fact that
after three years of work on this project, neither the technology development nor the market
acceptance of the hybrid locomotive had indicated that it could be a viable commercial
proposition in the foreseeable future, and therefore that the Hybrid IB be scrapped.

As they talked through these options, the management team not only wrestled with what was in
the best interest of the business, but what Jeff Immelt was likely to believe was in the best interests of
the company. With 83 IBs now approved in GE, and 35 already launched and generating more than
$2 billion in additional revenues, the process of generating organic growth was clearly wellestablished. But that did not mean that the CEO was becoming less involved. He personally tracked
every IB, and focused even more intently on those that had caught his attention—like the Hybrid
Loco. As Transportation’s management team realized, deciding its future was going to be a tough,
but important decision.
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Evolution Locomotive Product Specifications

Source: Evolution Locomotive Brochure, GE Transportation website: http://www.getransportation.com/na/en/evolution.html
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IB Review Preparation: Sample Questions

The following are a few of the questions given to I.B. teams to help them prepare them for reviews:
Market Opportunity
•

Can you start with the answer: Where would you like to be and why?

•

How does this fit in your strategy?

•

What does it take to be good at this?

•

How does technology play a role here? Does it give us an advantage?

Competition
•

Is anyone else doing this? Who is best at this?

•

How we placed vis-à-vis the competition?

•

How many others have tried this? Have they succeeded or failed?

•

Do our competitors make money at this?

Pricing
•

How much would we make on this product?

•

How much would the customer pay for this product?

•

How do we price it correctly?

•

Why aren't we charging a higher price?

Resources
•

Where do we have in-house expertise?

•

Are you working with any other GE business on this?

•

How do we use GE Financial Services as a weapon?

•

What resources do we need to hit the growth target? A doubling/tripling of resources?

Go to Market
•

What is standing in our way in order to execute this well?

•

Is there a way to tap into global suppliers to fill the global pipeline?

•

What is the value proposition? How would you differentiate?

•

How will you build capability?

Source: GE internal documents
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