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| read the other day that DiTech was having a poor qualfteis isn’'t a surprise
because every business associated with the housing nsdahg through tough times.
What struck me was that | was reading an article aGeueral Motors. Somehow it had
escaped me that GM had purchased DiTech in 1999. | stopuidgdae article at that
point because it occurred to me that GM is doomed, arfungothe article had to say
would change that fact.

GM is doomed because it seems to me that they careabou profit for profit's
sake than they do about, in fact, anything else. Ceytankry company is concerned
about profit, and they should be. If you have no ptbéh you don't survive. But caring
about profit, about short term earnings, before ak,els what an investor does, not an
owner. There is nothing wrong with this: the averagestwr is looking after his or her
interests, which means protecting and expanding theirsassetrder to do something
else: buy a house, pay for college, retire, buy amatbwpany, etc.

The investor places his money in this or that enterpnigeder to garner a return.
Short of moral concerns, the investor probably doesneé cauch about what the
company does or precisely how it does it — whateveis'it'The only concern is whether
value is increasing: stock prices up, earnings up, etc. ThHéypaeut with pride that
losses are down from more than ten billion dollar®apte of years ago, and that GM
will soon be operating in the black, etc. When questiame&M’s steady loss of both
US and global market share over many years they vatiudis how they are trimming
workers and closing outdated production facilities. Tlee ifathat GM’s front office has
been saying this kind of things for years.

The people who have been running GM are clearly invesiidisy are concerned
about profit. And if a concern like DiTech can helpitharofit line, they will buy
DiTech. And they did, several years ago.

| can hear the arguments as | write this: ‘Our purch&d@ilech increased our
net earning XX percent over the period from year A tar & without which we would
have been unable to continue blah, blah, blah, blah.’, $imeped you get more money.
But the root problem was already there. The probleimss t

You don't believe in GM.

Now some will point out that this VP has been in¢he industry for 30 years and
that VP has been with GM for 25 years, etc. It ddesatter. GM can only be saved by
people who believe in the car industry and love GM. $haht, they have to love GM.
If they like GM it won't be enough. Real leadershiguiees love, because love allows
you to take great risk and make great change.

The people at GM making the decisions like GM, they like &Rfeat deal, and
they should: GM pays them well. But, they aren’t wdlito make the great leaps that
great leaders make that would pull GM out of the funkstIteen in for several decades.



If GM is just an investment to make some profit, thescaihe point — next month,
next year, next decade -- the reasonable answer avilb Isell off its component pieces
because that will be the right way to maximize tharrebn your investment.

You don’'t see GM as a car and truck company, or as aptrgaion systems
company, you see it as a place to put money. And, inevithatyperspective percolates
down into the organization itself, the senior and mid gradeagers, the foremen and the
production line workers; they all sense it. They sehatethis is about profits, rather than
about cars and trucks.

But, if it’s just about profits and they forget the carsl trucks, in the end the
company will die. And GM has been dieing for years.

GM used to be the leader of the auto industry. And ®hdtecause GM had
several real leaders, men like Sloan, who ran thegpaagn Were they concerned about
profits? You bet. Were they conscious of the bottoet?l Absolutely. But, they knew
the bottom line revolved around making good cars and trudtssaling them; they
knew the bottom line revolved around an ever increasing mnatk@e based on a
complete product line. A real leader doesn't see whatsh&@oing as a means to
something else — buy a retirement house, pay for the &idlege fund. The real leaders
see what they are doing as a calling: they live it, gagyit, they breathe it.

The fact is, the early leaders of GM believed in #gwto industry and they
believed in GM as a great car company. They believechis and trucks. | would
suggest that they loved cars and trucks. And they lovechghghem. They loved seeing
cars roll off the production line. Not just becausesfiresented profit — it did. But, they
loved seeing cars and trucks roll off the production lineastiuse they loved what they
did and they loved those cars.

Take a look at another American industrial Icon: Boeipeing is once again
the great aircraft company of its legend because thayghtan new leadership. Boeing
struggled for several years trying to diversify, to insurecamg@rofits. It seemed to be
nearly disastrous. Then they brought in a new leagergam that loves airplanes.
Airplane people are like car people or boat people: putneae a beautiful airplane and
they will look at the lines, ask about the power-plaralkvaround it and stare at it. They
love airplanes: not just their own, all airplaneé®oeing relearned that lesson. And now
they are focusing on airplanes again and Boeing is aga& a strong company with a
completely revitalized product line and a booming bottom line

The same did not happen at GM. The dreams of the leafidie 1940’s, 50's,
turned into poor leadership and poor decisions in the 70’s, 8@’'9@is. The focus
shifted from great cars and then great market share toegyaptofits and short term
bottom line; poor choices in senior management turned ttiessams into the current
nightmare at GM.

Great leadership built GM. Poor leadership has nearlyaest GM. Presently,
GM has no real leadership. Rather, they have chassimply manage themselves, with
no real vision except to try to keep shooting for profitowéver obtained — hoping that
a solution lands on them like fairy dust.

Only great leadership can save GM. But, make no mistakan, in fact, save
GM. GM could become the unquestioned titan of the awtasimy in another ten to



twenty years, with the right leadership. But the fomilkhave to be on transportation --
on cars and trucks — and not simply on profits.

GM has, in fact, a rare opportunity. If there wereapde of real leaders at GM
they would call in the senior union leaders, call ie genior engineers, call in their
sharpest minds, bring in a few folks from academia, brirgyfew folks from the various
energy companies, and begin an aggressive dialogue tGMirinto the car company of
the 2F' century. Maybe it’s turbines, maybe it's hydrogen, maybelectric, maybe its
giant rubber bands. Develop a strategic plan withthedl key players on board and
refocus GM: build the cars and trucks of tomorrow andkesthe top of the auto industry
hill. But, it will take leadership, not investors, andlngaion, not accounting. Do that
and the profits will follow. Or, they can keep working their quarterly adjusted
earnings and wait for the right time to sell off.



