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MANAGING/COVER STORY =

THE

INNOVATORS

America’s most imaginative companies are turning new ideas into big dollars. As restructuring

threatens to slow growth, more managers need to learn how they do it.

Y OLDER SON, now almost 7,
was an exceedingly good-natured
baby except at bedtime. He re-
quired two bulky diapers plus
rubber pants to get through the night. He
looked and, I suspect, felt quite silly, and
even with all that swaddling sometimes suf-
fered from fierce rashes. Poor Paul was sim-
ply born a bit too soon; Procter & Gamble
and Kimberly-Clark, leaders in the $5-bil-
lion-a-year disposable-diaper market, have
been advancing the art and turning out new
products at a sizzling pace. My younger son,
soon to be 2, tumbles cheerfully into his crib
each night wearing a thin, superabsorbent
little number able to soak up lakes of what-

ever. His bottom is rashless, a thing of beau-
ty. Lucky David.

One way or another. thousands of product
lines in every type of industry are being
transformed. Innovating—creating new
products, new services, new ways of turning
out goods more cheaply—has become the
most urgent concern of corporations every-
where. That is partly because restructuring
has left many companies with a few core
businesses that are solid but slow growing.
Innovation is their best bet for revving
things up. In addition, technology has forced
the pace of change and sharply cut the effec-
tive lifetimes of all kinds of products. Long-
playing records sold briskly for decades

—— -

B by Kenneth Labich

before cassette tapes posed a serious threat;
now compact discs are shaking the market,
and a new technology. digital audio tape. is
on the way. Consumers respond more quick-
ly than ever to the latest rage, so fat market
shares can shrink dramatically in almost no
time. Little wonder that innovation is this
year's hot word among management consul-
tants and the subject of several new manage-
ment advice books.

U.S. innovation has long been the envy of
world competitors, especially the Japanese.
A list of important products introduced by
American companies in just the past five
years is breathtaking, ranging from Lotus
1-2-3 software to Chryvsler minivans, from
Abbott Laboratories’ AIDS antibody test to
Apple’s Macintosh, from Kodak's lithium
batteries to Merck’s cholesterol-lowering
drug, Mevacor. Last vear more than 25% of
3M’s worldwide sales were generated by
products new to the market in the past five
years. Johnson & Johnson produced a similar
percentage of U.S. sales with freshly minted
products. James Burke, J&J’s innovation-
minded chief credits his company's success
at product development to close contact with
customers and a corporate culture that en-
courages risk. “We want change here," says
Burke. “I try to give people the feeling that
it's okay to fail, that it’s important to fail."”
That philosophy goes back a long way at J&J,
as Burke well remembers (see box).

Innovation is often elusive, a process Gor-
don F. Brunner, a P&G senior vice president,
calls ““the marriage between what is needed
and what is possible.” Some top executives
feel the urge to keep their hands on. Mon-
santo Chief Executive Richard Mahoney

Inveations that will bring in billions:
Procter & Gamble's popular Ultra
Pampers Plus (left) and Corning Glass
Works' gossamer optical Rber (right)

PHOTOGRAP=S BY JOMN S. ABBOTT



spent several days working in his company’s
biotechnology labs to understand some of
the problems in developing products in that
field. He not only increased his knowledge,
but also showed the troops that he is serious
about new products. Mahoney still keeps
within arm'’s reach of his desk a folder that
outlines the step-by-step progress of each
research project under way._

Other innovative companies seem to
thrive in part because top managers have
proclaimed the hoary ideal of entrepreneur-
ialism—and then proved that they mean it.
Researchers at" General Electric’'s plastics
division labored on Ultem, a durable, heat-
resistant plastic used in everything from cir-
cuit boards to auto parts, for over a decade
without getting or seeking approval from
corporate headquarters. They even built a §1
million pilot plant to turn out samples of the
stuff before getting the nod from the top. Ul-
tem sales are expected to reach $100 million
annually by 1990.

REPORTER ASSOCIATE H. fJohn Steinbredey
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To make a new plastic; GE’s Joseph Wirth built a $1 million pchhen told the boss.
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Any company hoping to get into the inno-
vation race has to pay some stiff entry fees.
New products, whether variations on old de-
signs or entirely original, often require enor-
mous capital expenditures for plant and
equipment. Procter & Gamble has spent
more than $500 million on new manufactur-
ing equipment for its avant-garde diapers.

ESEARCH and development money

also flows freely at innovative com-

panies. Comning Glass Works, long

own as a hotbed of innovation,

spends about 5% of sales on R&D, above the
average for U.S. industrial companies. “Sci-
entists are a commodity—you buy ideas,"”
says David Morse, a particularly inventive
research manager at Corning. Spend enough
in the labs, he says, and “‘even with average
management, you are going to get some
commercially viable notions.” At GE, re-
search expenses have risen 54% since 1982
to $1.2 billion. J&J spent $617 million on re-
search last year, about 8% of sales and five

—Jmexthe amouni spe t ten years ago.

Smart managers seek innovation outside
their companies as well. When Mahoney
wanted to shift Monsanto's resources from
bulk commodity chemical businesses into
more haul science fields such as biotechnol-
ogy a decade ago, he invested heavily in joint
ventures with small startups like Genentech.
He also planted seed money with research
scientists at leading universities all over the
world. Monsanto expects to see the first
fruits of these expenditures in the 1990s,
when such products as proteins to stimulate
milk production in cows and reduce fat in
pigs hit the world market.

To get the biggest bang for their research
bucks, innovative companies go to great
lengths to guide their development teams
into areas with the greatest commercial po-
tential. The pitfall to avoid is spending too
much time and money on what are known at
Monsanto as “trombone oil projects”: You
may turn out the best product available any-
where, but the entire world needs only about
a pint of the stuff each year. “Focus, focus,
focus,” chants Mahoney. ‘“‘Let them know
you're in the research business not for the
pursuit of knowledge but for the pursuit of
product.”

A key to focusing research projects is de-
veloping the commercial instincts of compa-
ny scientists. It is not always easy to get a
biophysicist, say, to start thinking in terms of
market share or return on equity. Cash can
get his attention. Monsanto hands out an an-
nual $50,000 prize to the scientist or team of
scientists who have come up with big com-
mercial hits. Lester Krogh, 3M’s vice presi-
dent for R&D, says his company’s efforts to
get scientists attuned to commerce have
been so successful that much of the hot tal-
ent gravitates to projects with the most obvi-
ous market appeal. “People in corporate
research, who do the more theoretical work,
are almost scorned around here at times be-
cause they aren’t seen as knowing anything
about business,” says Ktogh.

Most innovative companies provide their
scientists with two possible ladders of ad-
vancement. They can stay in the lab and
move up on the basis of scientific achieve-
ments, almost as they would in a university.
Or they can move into management and head
product development teams. When the sys-
tem is working right, enough researchers
choose each path so that good ideas and the
people to channel them into spedfic prod-
ucts bubble to the surface with regularity.

The ideal employee, of course, is a highly
inventive scientist with a firm grasp of the




A Monsanto technician chacks disease-resistant tobacco plants. The company’s biotech finds include preteins to reduce fut in pigs.

marketplace. Example: Corning’s David
Morse, 35. He is involved in fairly mundane
administrative tasks, such as hiring new em-
ployees and hammering out budgets, but he
also holds a doctorate in chemistry from
MIT and still ponders arcane theories about
the physical properties of glass and ceram-
ics. A few years back his flights of fancy led
him to a formula for glass with an especially
porous surface. ““l had just been thinking
about surfaces, and this came up,” he says.
Morse's commeraal instincts were honed
well enough so that he sconrealized this new
glass might provide a physical anchor for var-
ious coatings, such as alayer of Teflon on the
company's popular Visions line of cookware,

Morse, a shy, bespectacled man who looks
very much the research scientist, knew the
company had long hoped to introduce non-
stick versions of the product, and he was
convinced he had found the solution. He be-
gan tirelessly promoting his discovery—*|
became obsessed with the product,” he re-
calls—and eventually got top management of

the consumer products division to take a
look. Next came years of test-marketing and
fiddling with the concept in the lab. The fin-
ished product should be rolling out shortly,
and its potential for boosting sales of the Vi-
sions line is big. About 65% of the skillets
sold in the U.S. are nonstick.

EW THINGS HAMPER corporate in-
novation more than lack of communi-
cation and coordination between
divisions. SmithKline Becloman, the
Philadelphia pharmaceutical giant, is a champ
at introducing new products, but the compa-
ny's experience in developing a vaccine for
hepatitis taught management some painful
lessons. The wvaccine, a breakthrough in
treating certain forms of hepatitis, was dis-
covered by company researchers in the early
1980s. But SmithKlipe marketers turned the
idea down because the company did not nor-
mally sell vaccines in the U.S.
The scientists persisted, siphoning money
from various projects to conduct clinical tri-

als. Even after these tests succeeded. the
marketers said no primarily because vaccines
present serious risks of product-liability law-
suits. The researchers finally persuaded the
company’s international division, which al-
ready marketed vaccines, to give the product
atry, and success was swift. SmithKline will
sell about $50 million of the drug overseas
this year and is finally seeking FDA approv-
al—a two-year process. ‘' Too bad they didn't
listen to us a couple of years ago," says Mar-
tin Rosenberg, a SmithKline research vice
president. “They would have a $100 million
drug by now.”

[nnovative companies continually bring to-
gether the various divisions involved in prod-
uci development. These contacts might be
informal in the early stages of a project.
Starting about five years ago, Xerox held a
series of roundtable discussions and custom-
er focus groups to find out what product
planners, systems engineers, marketing peo-
ple, manufacturing types, and others thought
the next generation of duplicating machines
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right away,” says J. Richard Andre, a P&G
vice president in charge of paper and diaper
technology.

The company deployed the new technol-
ogy as quickly as possible, rolling out Ultra
Pampers nationally in 1986 and Ultra Pam-
pers Plus, 30% more absorbent and 30%
thinner, in the summer of 1987. P&G guards
market-share figures ferociously, but indus-
try analysts estimate the company's current
total at 50%. Says Andre: “The deterioration
has just stopped.”

Heroic efforts to save a big product line
make for dramatic chapters in a corporate
history. But savvy managers know that over
the long run squeezing every last bit of profit
from every bit of business is at least as cru-
cial—and requires at least as much innova-
tive skill. Johnson & Johnson has introduced
more than 200 new products in the U.S. over
the past five years, but only two were legiti-
mate home runs, with annual sales in excess
of $100 million. (The products: extra-
strength Tylenol caplets and Ortho-Novum
777 birth control pills.) Says Burke: “Block-

busters help, to be sure, but they are not the
most important element here.”

Smart companies invest plenty in the vital
if less glamorous work of batting out singles.
At 3M, about 10% to 15% of the R&D budget
is spent on relatively rudimentary backup
work for the company’s four major product
sectors. Another 10% to 15% goes for joint
projects with the manufacturing side in pur-
suit of better, cheaper production methods.
Somewhere around 50% to 60% is specifical-
ly aimed at finding new products, both relat-
ed and unrelated to the company’s current
lines of business. And about 15% is spent on
long-term projects out at the technological
edge. Monsanto tries to divide its research
expenditures evenly according to when com-
mercial results can be expected. Class [ proj-
ects should bear fruit in a year or two; Class
II work should pay off in three to five years;
Class III efforts, the groundbreakers, are
supposed to provide viable products in eight
to ten years. Says Monsanto's Heininger:
““The name of the game is to keep putting
things through the pipeline.”

In developing new copiers, Xerox brought together custemers, product pianners, '
engineers, marketers, manefactering experts—even potenticl seppliers.
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Often the most reliable source of new
revenue is a line extension. Johnson & John-
son has produced 17 versions of the Band-
Aid since introducing the product in 1920.
Comning has continually found a market for
variations of that ceramic device first de-
signed to clean up auto exhausts. The com-
pany makes a larger, modified version for
diesel trucks, a smaller type used by steel-
makers to filter molten metals, another that
captures pollutants emitted by wood stoves,
and an extra large variation to fit into factory
smokestacks.

GE is especally aggressive in seeking
new targets for its product arsenal. For Ul-
tem, that heat-resistant plastic, the company
has discovered close to 200 applications,
ranging from airplane interiors to packaging
for microwaveable food. The key was focus-
ing the development team’s energies on this
product to the exclusion of all others. Says
Jefirey Immelt, a GE new-business manager:
“These people live, sleep, breathe, and eat
Ultem.”

AD BUT TRUE, many large US.
companies have yet to perceive the
importance of sharpening their inno-
. vative skills. At least some of those
companies may require a complete cultural
overhaul to open themselves to fresh con-
cepts. “Too many big organizations have cre-
ated a risk-averse environment,” says John
R. Rockwell, an innovation expert with the
management consulting irm Booz Allen &
Hamilton. “They have become market-share
manipulators with no entrepreneurial flair.”

It doesn’t have to be that way, as some of
the more innovative American organizations
have shown by continually taking intelligent
chances. ““There’s one thing you've got to
keep telling yourself,” says P&G’s Gordon
Brunner. “Virtually every success was a fail-
ure somewhere along the line.”

At Comning, senior vice president James
Riesbeck maintains one of those offices that
all types of people from all parts of the com-
pany seem to pass through now and again.
When research scientists have a particularly
far-out idea, they like to make a model and
put it on a long shelf in Riesbeck’s office just
in case someone from another part of the
company might have a notion how to use it.
These days the shelf contains a motley col-
lection of glass pans, plates made from
strange new alloys, an experimental photo
lens. It doesn’t look like much, but it repre-
sents a great deal: the dreams and energies
of people committed to helping their enter-
prise prosper. g







signed to help the students dev~lop.” Thes2
included:

« Ability to analyze business situations, recog-
nize problems and determine issues, seek
pertinent facts, develop alternatives, and
reach reasoned dedsions.

+ Ability to organize.

+ Ability to use oral and written communica-
tions.

+ Ability to deal with people.

* Ability to train subordinates.

* Ability to use figures effectively for adminis-
trative purposes.

« Ability to establish standards and to control
and judge performance.

* Ability to execute selected operating tasks,
including those involving severe time pres-
sures.

+ Acquaintance with sources of business infor-
mation.

* Understanding of the useful generalizations
of political economy, and ability to develop
at least the beginnings of an integrated soqal
and economic philosophy.

* Understanding of ethical considerations as
an int part of business administration,
and ability to develop a unified set of ethical
concepts for personal guidance in adminis-
tration.

* A spirit of vigorous and courageous enter-
prise.?

The committee also proposed a new program
of instruction for all first-year students. Previ-
ously, first-year students were required to take
several common courses, but had a choice
among certain electives. In the new program,
just one course—Elements of Administration
(E.A.)—was required of all MBA aandidates.
Elements of Administration was divided into six
“subjects”’: Production, Marketing, Finance,
Control, Administrative Practices, and Public
Relationships and Responsibilities. In addition,
“E.A. General” was required for instruction in
report writing.? The more noteworthy innova-
tions in the first-year program came about
through Administrative Practices—which fo-
cused on the problems of executives in pro-
moting teamwork and effective action in busi-
ness organizations; Control—which combined

2. Copeland, Ere, pp. 124-125.
3. Copeland. Ers, p. 126.

Jomes Durke: A Career in American Business (A)

Accountii.g ! rincples and Business Statistics
for the first ttme; and Public Relations and Re-
sponsibilities—which dealt with the relation-
ship of business administrators to government
and public institutions.

James Burke at the Harvard Business
School

James Burke entered the Harvard Business
School with the class of 1949, which was later to
become famous for generating so many leading
figures in the business world.* For example,
Burke’s roomunate at Harvard, Peter McCo-
lough, eventually became the chairman of
Xerox. Other well-known classmates included
Sumner L. Feldberg, chairman of Zayre; Vin-
cent L. Gregory, Jr., chairman of Rohm and
Haas; Thomas Murphy, chairman of Capital
Cities’/ABC, Inc.; and John Shad, former head
of the Securities and Exchange Commission.

““We were a bunch of exuberant and ambi-
tious young veterans,” Burke recalled, “trying
like everyone else after the war to catch up with
life in all respects. We were older than most
when we went to the Harvard Business School,
and we had seen more of the world than most of
the students of today.”

Burke enjoyed his years at the Business
School for a number of reasons:

First of all, everyone I met I liked. Sec-
ondly, it was intellectually a real tum-on. |
never worked so hard in my life and en-
joyed every minute of it. And finally, the
thing that amazed me, and was totally un-

., is that in ev ing we did, we
were reminded of the moral values—the im-
portance of the moral values in our dedsion
making. We all spent a lot of time talking
about it, and many had the same doubts. It
was not just me. I guess partly because of
the way I was brought up, I had a set of
values that I knew I was going to have
difficulty compromising ever. And whether
we like it or not, in our educational system,
even at a place like Holy Cross, there is an
underlying doubt about the enterprise sys-
tem. I got the feeling from what I read in
the papers and saw in the media that there
was something a little bit corrupt about

4. Marilyn W , “The Qasa the Dollars Fell On,”
Fortune, May 1974, pp. 224-229, 340-352, passim,
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Ginna Marston (Executive Vice President, Director, Inner City [nitiative)

Ginna Marston was on the four-person team which managed the Partnership dunng its launch
and early years. As its marketing director, she then devised and supervised volunteer creative
development, research and media placement processes. Ms. Marston now directs the
Partnership’s Inner City Initiative. She worked previously in account management at Backer
Spielvogel Bates.

Allen Rosenshine (Chairman and CEO of BBDO Woridwide)

Allen Rosenshine is chairman and chief executive officer of BBDO Worldwide, Inc.. one of the
world’s largest advertising agencies. Until the beginning of 1989, Mr. Rosenshine was CEO of
Omnicom Group, Inc., parent company of BBDO. He assumed that post in 1986 when Omnicom
was formed as a result of the merger of BBDO, Doyle Dane Bornbach and Needham Harper.
Mr. Rosenshine was chief executive of BBDO at the time of the merger.

Mr. Rosenshine has served on the National Advertising Review Board and the board of directors
of the American Association of Advertising Agencies. He is currently a member of the board of
the Advertising Council and the International Advertising Association as well as the board and
executive committee of the Media-Advertising Partnership for a Drug-Free America, also serving
as chairman of its creative review committee.

Michael Y. Townsend (Executive Vice President and Director of Communications)

Mr. Townsend leads the communication group which is responsible for all national and local
media solicitation, monitoring and advertising materials distribution. His responsibilities also
include the Volunteer Network Program and the State Alliance Program. Before joining the
organization in October 1989, he was senior vice president, management representative, and
directed the Warmner-Lambert and General Foods accounts at Backer Spielvogel Bates.
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Exhibit 3

Organization Chart, November 25, 1992

James E. Burke
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Executive Assistant
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Louis T. Hagopian
Vice Chairman
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Thomas A. Hedrick, Jr.

Administrative Assistant

Gail Rodgers

T. Hedrick, R.D. Bonnette \

[

Richard D. Bonnette
Execut ive Director

Katie Schmitz
Executive Vice President
Director of
External Affairs

Mike Townsend
Executive Vice President
Director of
Communicat fons

Dorfa Ste:edman
Executive Vice President
Director of Creative
Oevelopment and Research

Robert L. Caruso
Executive Vice President
Director
Chief Operating Officer

Ginna Marston
Executive Vice President
Director
Inner-City Initiative

Steve Dnistrian
Lisa Rosenberg
Patty Cabot

Bernard Gross

Don Byer

Jonathan Cohen

Karen Issokson-Silver
Gloria Lanza-Bajo
Donna Aronne
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Margaret Williams
Cecilie Holter
Shirley Stevens

Amy Maximov

Sue Resnick
Dana Sivin
Rebecca Starck
Pamela Ginsberg
Cindy Ross

Margherita Wischerth
Cassandra Simmons

Cynthia Everett
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«  Which of these do you accepr as really being risks to you? (E.g.. do vou really think you would
die from taking drugs?)

— Probe specifically for social consequences of using drugs
*  What is the one biggest risk to you personally?
* In your mind, have the risks changed in the past year or so?

— How?
— What prompted this change?

* Many people your age tell us that peer/social pressure is one reason people take drugs. What
do you think would help you to resist this type of pressure?

e What are some of your sources of information about drugs?

[V. Advertising (Show commercials)
e What is the main idea that these commercials are trying to communicate?
e What else are they trying to tell you?
e Is the message meaningful/relevant to you?
e What are your overall reactions to these commercials?

— Likes?
— Dislikes?

* Was there anything that was said or shown that was confusing? Unbelievable?
— Situation?
— People?
— Language?

* If you were to describe these commercials to a friend, what would you tell them?

* s there something else they could have told you that would have been more meaningful to you?
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Teenagers

Adults

The percentage of children reporting having no friends who use marjuana
rose from 86% in 1987 to 92% in 1991.

Overall, use of illicit drugs has declined among teens between 1987 and 1991.
Lifetime prevalence of marijuana use declined significantly (nearly 23%). In
1991, 92% said they'd never used cocaine compared to 87% in 1987
(corresponding figures for crack use were 96% and 92%, respectively).

Exposure to drug use has remained high over the course of the study, but
reported drug use among friends has declined (27% more teens reported in
1991 that their close friends do not smoke marijuana than had done in 1987).

Attitudes toward drugs and drug users are becoming increasingly negative.
Significant increases in anti-drug attitudes were observed between 1987 and
1991 in agreement with five anti-drug statements (see Table SC).

Adults reported that the Partnership’s media campaign has had a positive
impact on their decisions not to use drugs. There are significantly higher anti-
drug attitudes among adults who recall seeing at least five Partnership
messages compared to those who recall seeing two or less (see Table SD).

Use of marjuana, cocaine and crack by adults has decreased. Lifetime
prevalence of marijuana and cocaine decreased significantly between 1987 and
1991 (decrease of 6.5% for marijuana and 7.6% for cocaine).

The percentage of adults reporting that they have no friends who use drugs
has increased (by 16% for marijuana; by 9% for cocaine and crack).

Between 1987 and 1991, there was a trend toward anti-drug attitudes and
away from attitudes tolerant of drug use (see Table SE).




The Parterzhip tor a DrugFwe Ame.ica (A)

Table SC  Anti-Drug Attitudes—Percent Somewhat and Strongly Agree (Teenagers

13-17 vears)

Proportional
Percentage Changes
1987 1991 1987-1301
1. Marijuana is a stepping stone to harder drugs. 66.7 72.0 7.95°
N = 791 1,613
2. [ don't want to hang around people who
use drugs. 53.9 64.0 18.7°
N - 790 1,613
3. People on drugs act stupid and foolishly. 63.9 68.9 75.8%
N = 787 1,628
4. Taking drugs scares me. 66.3 73.6 11.0°
N = 787 1,610
5. Drugs make you do worse at school, work or
athletics. 72.5 78.3 8.0°
N = 792 1,618
6. It's easy to become hooked on marijuana. 64.4 67.2 4.3
N = 791 1,620
7. People who use drugs are boring. 30.0 33.4 11.3
N = 786 1,609

Question: For each statement, please indicate the responses that best represent how you feel about

the statement.

“Indicates significance of p < .05 level.
®Indicates significance of p < .01 level.





































The Parthership for a DrugFree America (A)

Exhibit 6 (continued)

PARTNERSHIP FOR A DRUG FREE AMERICA
"THE MESSAGE"

SFX: BEEP MOM VO: HiChris. £s Mom. Just do the usual. you know,
Look honey, I've got a lot of work to do.
so | won't be home until late again.

fix yourset! a litde something. Anything Oh, and { left some-money for you
you want.

whatever you like. Now Dad won'‘t be home unal
Tuesaay- he says hi.

Parmership fora Drug-Free America

o

Oh and sornebod’y oid me you quit Wel, just leave me a note. Love you SFX: MACHINE CUICKS OFF.
soccer. Is anything wrong? bye.




The Parmmership for a DrugFree Amenca (A)

Exhibit 6 (continued)

Hagalo por sus hijos
hoy. Mafiana
e

tarde.

Crecer Libre de Drogus es una guia para los padres sobre la pcevencion de drogas.
Para pedir su copia gratis. llame al 1-800-624-0100. No pierda ni un instante.

Asociacion Pro América Libre de Drogas
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Exhibit 6 (continued)

Partnership tor a Drug-Free America

‘Oeat” 30 DEAA 7380

MAN: Try it out. You don't know what you're
missing. LiTte crack won t hurt you.

MAN- Hey, man, wanna laste something
make youv feel good?

MAN: Good 1ob. son. Thar's st what you do
¢ that ever happens

o

ParmmendipforaD-os

BOY OK. Dad ANNCR: Deal with your kids. Teit them the 1t could be the Mast ¥mPontant role you
truth about drugs ever play.
MAN: 1 ke how you handle yoursell




The Partnership for a Dnug-Free Amena (A)

9 @28
Exhibit 6 (continued)
Partnership for a Drug-Free America
“VOICES"-DF/LC STV

(1AUSIC UNDER) You wanna get high? NEV/SCASTER. ... a senes of viclen: cnmes

1ST MAN: iVO) ... Yo. come over here. | as the drug ecicemic CONBNues 0 plague our
an: geona hun you Inner cues

2ND MAN: {VC) These uds in the gheto, GIRL (VO) V/nat. are you scared? WOMAN: (VO) You're no good and you it
ey re all o ANUgS Come an girl. never be any good.
F e = o Z il e
A L 'y
“, 1 L] E3Y

Partnershipfora

ixd 24 e / 5
f;d';'b" Partnership (or 3 Orug-freo Amenca
-:), -'I .
3
_ Janawe Timmoas, Queenss N . C New Yk State Geld Medalise
ANNCR: (VO) Hey, the onlty voice you have (MUSICY) (MUSIC OUT)

to listen to is your own.

Voiunteer Agency: Wanng & LaRosa Advenising, Inc.

sl
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The Partnership for a Drug-Free America (B)

Playing in a New League

Confronted with the question of whether to try to rebuild the momentum that had begun
to dissipate in 1988, core members of the Partnership turned to the broader network that had
always been the source of the organization’s success. Hedrick remembered going to a meeting
of its executive committee in 1988 with a short list of candidates for a new chairman of the
Advisory Board.! He had put James Burke's® name at the head of his list, as "the supreme
health marketer of our time and one of the most respected leaders of our generation.”

Other PDFA executives agreed:

Jim was one of the outstanding CEO:s in this nation for 12 years at Johnson
& Johnson. He had been honored by literally every organization in the country,
offered cabinet seats in the administration. He was the foremost private sector
corporate expert on the drug issue.

Throughout his career, particularly as president and CEO of Johnson & Johnson, Burke
had been at the forefront of national issues related to health, health care products.and
pharmaceuticals. He sat on numerous boards of health-oriented organizations, and had been a
strong advocate of Johnson & Johnson’s pioneering employee wellness program, "Live for Life.”
Burke recalled:

Out of ["Live for Life"], I became very interested in cigarettes and began to
get very interested in alcohol and illegal drugs. . . . We put a very sophisticated
drug program into Johnson & Johnson. I became involved with all of the

Professor Diana Chagman Walsh, Ph.D., Barbara Mocykens, M.S., and Rima Rudd, Sc.D. of the Harvard School of Public
Health prepared this case under the supervision of Professor V. Kasturi Rangan as the basis for class discussion rather than
to tllustrate either effective or ineffective handling of an adminisorasive situanion. Abby Hansen, Ph.D. participated as Case
Development Consultaru.

Copyright ® 1993 by the President and Fellows of Harvard College. To order copies, call (617) 495-6117 or write the
Publishing Division, Harvard Business School, Boston, MA 02163. No part of this publication may be reproduced, stored
in a retrieval system, used in a spreadsheet, or transmitted in any form or by any means—electronic, mechanical,
photocopying, recording, or otherwise—ithout the permission of Harvard Business School.

1. See case (A) Exhibit 2 for the list of the Partnership’s board of directors.
2. Sec case (A) Exhibit 1 for biographical sketch.
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government agencies at that point, including the National Institute on Drug
Abuse.

Through his brother, Daniel Burke, president of ABC, Jim Burke was already familiar
with the work of the PDFA. He recalled his brother’s reaction when an ABC employee had died
from a drug overdose: "That really scared him, and he joined the board of the Partnership.”
Daniel Burke brokered a series of meetings in which Partnership principals brought their case
to his brother Jim. In the early spring of 1989, the executive committee of the Advisory Board
held an impromptu meeting and elected Jim Burke their new chairman.

There were a number of challenges, as Burke recalled:

I had to raise the money that they needed to manage the organization. Tom
[Hedrick] estimated that at about $3.5 million a year, so I set out to raise $10.5
for a three-year goal. I felt that the organization had to be supported for three
years, and then maybe most of what they could do would have been done.

As it turned out, Burke raised $13 million between 1989 and 1991. The organization
expanded from seven to 30 staff, and existing areas of expertise were substantially strengthened.
Burke attributed his success in large part to the connections he brought:

['ve been able, because of my background, to know what’s been going on in
all of the other pieces [of the antidrug cffortl. I've spent a lot of time with
ONDCP,? with Bill Bennett and Bob Martinez,* with the White House and with
people who could influence the White House. That has allowed me to keep in
touch, made it easier for me to network. The accident of Tylenol® has been
helpful because it allows me to talk to the media in ways that other people can't,
because they trust me.

Three years into the Burke chairmanship, a PDFA executive summed up the situation.
The Partnership had "more than tripled in size and passed its million-dollar-a-day mark. With a
larger and more balanced staff, the organization was poised to tackle new and even greater
challenges.” It had also achieved a "much higher profile." He commented: "I think we've been
recognized as the preeminent private sector organization tackling the drug issue.”

Asked to summarize the Partnership’s success, Hedrick said:

We graphed answers to three questions to help track availability [of drugs]
against perceived risk of trial and use: 1) If you wanted to use illegal drugs
tomorrow, how easy are they to get? Since the late 1970s this has gone up
dramatically. 2) Do you perceive using once, twice, or regularly, as a risk
behavior—to your health, your social standing, to being outcast by friends? This

3. The Office of National Drug Coatroi Policy.

4. Wiliam J. Beanett was the former "drug czar® (director of the ONDCP) appointed by President Bush in March of
1989, and Robert Martincz was appointed to that position by Bush in March of 1991.

S. See Harvard Business School cases No. 389-177 and No. 390-030 (James Burke: A Career in American Business (A)
and (B), respectively) and No. 583-043 (Johnson & Johnsor: The Tylenol Tragedy) for more informatioa oa the Tylenol
poisonings and Burke's role in Johnson & Johnsoa's respoase.
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Exhibit 6 (continued)

Partnership for a Drug-Free America

"ABSENT® :30 DEAA-6022

(SFX:PHONE RINGING THROUGHOUT)
ANNCR: (VO) This is a drug problem.
An order unfulfilied, a complaint
unanswered, an opportunity missed.

You see, drug users have almost double
the absentee rate.That's the problem.
Your problem.

So pick up your phone and
HUGSE call for a free guide on how to set
1-800-843-4971 ﬂa up a drug-free workplace.

Farrrersdupsos a Drog-Tree Ao

it's surprisingly simple. And it's
one call that can help get
more calls answered.
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THE WASHINGTON POST COMPANY
1150 Fifleenth Street, N.W.. Washington, D.C. 20071

Dear Mr. President:
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June 1, 2000

It is with great enthusiasm that | support the
nomination of James Edward Burke for the Presidential
Medal of Freedom.

Jim Burke has earned an outstandlng reputation
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awareness of the dangers of illegal drugs and steps
parents and children can take to combat them. |
believe Jim’s efforts have contributed importantly to the
decline in drug use in recent years.
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KATHARINE GRAHAM
"Aarrman of he Ezecutive Commatioe

June 1, 2000

Dear Mr. President:

It is with great enthusiasm that | support the
nomination of James Edward Burke for the Presidential
Medal of Freedom.

Jim Burke has earned an outstanding reputation
as the embodiment of high ethical standards in
business life. As Chief Executive Officer of Johnson &
Johnson, he achieved a unique record of success built
on quality products, strong bonds of trust between the
company and its customers, and dedicated service to
the community. During the Tylenol crisis, he met the
need for public safety while preserving public
confidence in over-the-counter medications. It was an
heroic example of corporate leadership.

Today Jim Burke serves as chairman of the
Partnership for a Drug-Free America. His tireless
devotion to this undertaking — which is a full-time,
unpaid job — has significantly raised the country’s
awareness of the dangers of illegal drugs and steps
parents and children can take to combat them. |
believe Jim's efforts have contributed importantly to the
decline in drug use in recent years.
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DREW UNIVERSITY

Thonias H. Kean Qffice ol the President
Presrden? Mitdisun, New Jeisey 07940
(Y73) 208-3100 - Fax (973) 408-3080

June S, 2000

The Honorable William J. Clinton
President

The White House

Washington, DC 20500

Dear President Clinton:

I understand that General Barry McCaffrey has nominated James E. Burke for the
Presidential Medal of Freedom. Ihave had the pleasure of working with James E. Burke
throughout my career, particularly on the Board of the Robert Wood Johnson Foundation, and
enthusiastically support this nomination.

Jim Burke has been a tremendous corporate civic citizen. As the CEO of Johnson &
Johnson, he saved the company and comforted the nation in the face of the Tylenol tampering
crisis in the 1980s, helping to ensure our faith in over-the-counter medication.

After his retirement, Jim Burke assumed the responsibilities of the chairman of the
Partnership for a Drug-Free America, which he serves full-time and without pay. For 13 years,
he has led an effort that is responsible for $3 billion in pro mono media exposure for anti drug
messages. Jim Burke’s vision made this effort possible. I am sure that he will continue 1o be a
leader in the war against illegal drugs.

Jim Burke has done much for the American people. The Presidential Medal of Freedom
would be a fitting recognition of his cfforts.

Sincerely,

TL/.)' M anr ,",—

@7"’ President
<.



































































































































