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" In the early 2000s Xerox, the well-known copier company,

was near bankruptcy because aggressive Japanese com-
petitors were selling low-priced digital copiers that made
Xerox's pioneering light-lens copying process obsolete.
The result was plummeting sales as U.S. customers bought
Japanese copiers and Xerox was losing billions of dollars.
Xerox searched for a new CEO who had the management
skills to revitalize the company’s product line and the per-

son chosen to lead the company’s transformation was
Anne Mulcahy, a 26-year Xerox veteran. Mulcahy had be-
gun her career as a Xerox copier salesperson, transferred
into human resource management, and then used her con-
siderable leadership and communication skills to work her

way up the company’s hierarchy to become its president.

As the new CEO, the biggest organizational challenge
Mulcahy faced was to find ways to reduce Xerox’s high
operating costs but, at the same time, find ways to develop
innovative new lines of copiers. Specifically, she had to de-
cide how to invest the company’s research dollars to de-
velop desperately needed new kinds of digital copiers that
would attract customers back to the company and gener-
ate new revenues and profits. Simultaneously achieving
both these objectives is one of the biggest challenges a
manager can face, and how well she performed these tasks
would determine Xerox’s fate —indeed its very survival.*!
To find a solution to this problem, Mulcahy, known as

an unassuming person who as CEO prefers to stay in the
background, focused her efforts on involving and listening

to Xerox’s managers, employees, and customers describe
its problems. Mulcahy began a series of “town hall” meet-
ings with Xerox employees, asked them for all kinds of
creative input and their best efforts, but told them that
tough times were ahead and that layoffs would be neces-
sary. At the same time she emphasized that only their
motivation to work hard and find ways to reduce costs and
develop new products could save the company. To dis-
cover how the company should best invest its R&D
budget, Mulcahy made reaching out to customers her
other main priority. She insisted that managers and engi-
neers at all levels should visit, meet, and talk to customers
to uncover what they most wanted from new digital
copiers—and from Xerox. During one of her initiatives,
called “Focus 500,” which required Xerox’s top 200 man-
age visit its top 500 customers, Mulcahy came to
increasingly appreciate the skills of Ursula Burns, who had
joined Xerox four years after her and was quickly estab-
lishing her own reputation as a manager who knew how to
motivate and lead employees. Burns had started her
career as a mechanical engineer and was now the top

manager in charge of its manufacturing and supply chain
activities — the main source of its high operating costs.

By listening closely to both employees and customers,
Mulcahy, Burns, and Xerox's engineers gained insights
that allowed them to transform the company’s product
line. Their goal was to spend Xerox's shrinking B&D
funds to develop two new lines of digital copiers: a line of
state-of-the-art digital color copying machines for use lby
large businesses, and a line of low-end copiers offering
print quality, speed, and prices that even Japanese com-
petitors could not match. To shrink costs Mulcahy was
forced to flatten Xerox’s management hierarchy and
streamline its operating units that reduced the number of
employees from 95,000 to 55,000 and cut 26% from corpo-
rate overhead. By 2008 it was clear that Mulcahy and her
managers—in particular Ursula Burns, who was now
Mulcahy’s second in command—had devised a successful
turnaround plan to save Xerox, and all its employees were
committed to work together to continually improve its
products and performance.

Continuing to work closely with customers, Mulcahy
and Burns developed new strategies for Xerox based on
improved products and services. In talking to Xerox cus-
tomers, for example, it became clear they wanted a combi-
nation of copying software and hardware that would allow
them to create highly customized documents for their own
customers. Banks, retail stores, and small businesses
needed personalized software to create individual client
statements, for example. Mulcahy decided to grow the cus-
tomized services side of Xerox’s business to meet these
specialized needs. She also decided to replicate Xerox’s
sales and customer service operations around the globe
and customize them to the needs of customers in each
country. The result was soaring profits.

In 2009 Mulcahy decided that her handpicked successor,
Ursula Burns, should became its next CEO* The move to
transfer power from one woman CEO to another at the same
company is exceptional, and Burns is also the first African-
American woman to head a public company as large as
Xerox. Within months of becoming CEO Burns announced a
new major initiative to acquire Affiliated Computer Services
fqr $6.4 billion so Xerox could increase its push to provide
highly customized customer service. Burns said the acquisi-
tion would be a major game changer because it would triple
Xerox’s service revenue to over $10 billion and increase total
company revenues to $22 billion. Also, $400 million in cost
savings were expected. Xerox’s shares have climbed 40%
since Burns took over as CEO and in 2011 with Ursula Burns
at the helm, Xerox’s future looks bright indeed.





