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Overview 

This book analyzed spectacularly large business failures (in 
some cases billions of dollars lost). It analyzed the times when 
such failures occurred, and what commonalities were found 
between the failures. At the end, it comes down to leaders’
arrogance preventing a proper view of reality being formed. 

 

 

Chapter 1.  Why Smart Executives Fail 
What Can Studying Failure Tell You? 

The author examined a large cross-section of public 
companies and analyzed periods of extreme financial 
failure for these companies. The companies studied were 
across different industries, and there were a variety of 
differently sized companies. 

After poring over the data, it was shown that there were 
4 specific periods of time when failure occurred, and 4 
specific reasons for failure, common to all. 

Each of these periods of time is given its own chapter in 
Part I, and each cause of failure is given its own chapter 
in Part II. 

The overall takeaway is that these failures occurred due 
to delusional mindsets of the executives in charge. 

 

“Businesses that seemed at first 
to have nothing in common 

turned out to have failed 
for exactly the same reasons 
and in much the same way.” 

 

PART I – GREAT 
CORPORATE MISTAKES 

Chapter 2.  New Business Breakdowns  
Stories of New Ventures That Don’t Work … & Why? 

The first common point in time when failure occurred 
was during a new venture. Either when a new company 
is being formed, or an established company is 
endeavoring on a new project. An example of this is 
Samsung’s $5 billion venture into automobile
manufacturing, which failed spectacularly. 

Failures at this time occurred due to: 

x The executives following their own passionate 
ideas ignoring the hard facts. 

x Leaders ignoring budgetary considerations. 
x Assuming that what worked for one market will 

work for the new market. 

Other academics studying business have identified a 
“principal-agent problem” in which the managers act in
their self-interest but the shareholders would prefer 
managers to act only in the interest of the company. 
However, the data here showed that the executives had 
a principal-principal problem. That is, the leaders 
actually had too much control over the direction of their 
own equity. The executives fueled their own egos by 
taking the company in unsustainable directions. 

Solutions to this problem can be: 

x Having clear “exit ramps” for a new venture to
determine if it’s profitable enough. 

x Having a vigilant board of directors to keep a 
runaway executive in check. 

x Look for barriers to entry that ego-driven 
executives may be ignoring. 

x “Don’t fall in love with your product or service;
that’s your customers’ job.” 


