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Preface

Leadership, Rulership, Stewardship, and Lemmingship

This is a book for people who aspire to be leaders or to understand leadership, so let’s start with a simple definition: leaders strive to change the ways that other people think, feel, and act. Leadership is about creating change. While many people like to see themselves as leaders, mostly they are engaging in three different pursuits that we commonly confuse with leadership: rulership, stewardship, and lemmingship.

Rulership is about protecting and preserving one’s position of power and privilege through methods that sometimes include manipulation, deception, coercion, force, and violence. Aspiring rulers have studied Niccolò Machiavelli’s The Prince for centuries. In more recent times they’ve watched The Godfather film trilogy and The Sopranos television series.

Stewardship is the responsible and intelligent management of established institutions. Good stewards might run things much more efficiently and profitably than their predecessors did, but they don’t try to change their culture’s entrenched values and priorities. Stewardship is an admirable calling, and its practitioners have been well served for several decades by instructive authors ranging from Peter Drucker to Jim Collins.

Lemmingship occurs when the heads of organizations repeat the same practices and strategies that have already brought ruinous consequences for others in their fields (though they often get away with enriching themselves extraordinarily while they’re at it). In recent decades America’s automobile and airline industries have provided deplorable examples of lemmingship. And so has Wall Street, of course. Lemmingship is what we usually wind up with when leadership is what we really need.

This book isn’t for aspiring rulers, stewards, or lemmings. It’s about leaders and for leaders, and it sets out to explain the single most important thing that they need to do.

Leaders have only two tools at their disposal: what they say and how they act. What they say might be interesting, but how they act is always crucial. This book shows what happens in those unusual cases of true leaders who actually walk the walk.




Chapter One

When You Walk the Walk, You Show What’s Really Most Important

On September 28, 1962, Martin Luther King Jr. stood behind a podium in a crowded auditorium in Birmingham, Alabama. He was delivering the closing speech on the fourth and final day of the annual national gathering of the organization he headed, the Southern Christian Leadership Conference. Nearly all of the three hundred people in the audience that day were, like King himself, black Americans who were leaders in the civil rights movement. While their homes were scattered throughout the vast expanse of the South, and they represented seventy-five chapters of the organization, many of them knew each other from having attended other speeches and meetings and church services and protests and rallies and boycotts and marches. But sitting in the sixth row back from the stage was a twenty-four-year-old white man whom none of them had ever met. He sported bushy hair and wore a simple white T-shirt, which was conspicuously casual compared with the Sunday suits, pressed white shirts, and silk neckties that composed the unofficial uniform of King and his preacher colleagues. His name was Roy James, he lived in Arlington, Virginia, and the special agents of the Federal Bureau of Investigation knew him to be a member of the American Nazi Party. He was there in Birmingham on a mission. And listening to King’s speech summoned the fury that he needed to carry it out despite the personal risk.

James leaped from his seat, vaulted onto the stage, and curled the fingers of his right hand into a fist. He punched King on the left cheek. The blow struck so hard and landed so cleanly that it made a loud noise. The historian Taylor Branch writes in Parting the Waters that King “staggered backward and spun half around” while “the entire crowd observed in silent, addled awe.” But then the Nazi soldier pursued the black leader and struck him from behind on the side of the face. And then this assailant pounded his victim two times on the back. The audience shrieked. Roy James hit Martin Luther King Jr. again and again, knocking him farther back. At six feet two inches and two hundred pounds, tall and lean and powerful, the Nazi youth towered over the stocky five-foot-seven-inch preacher, who had already suffered bruises to his jaw, face, ear, and neck.

King finally managed to turn and face his assailant. And then King showed the stuff of truly great leadership: he dropped his hands and refused to fight back.

He was “turning the other cheek.”

He was walking the walk.

Jesus said to turn the other cheek, and that’s exactly what King, a Baptist minister, had been telling everyone in the civil rights movement for the previous six years, ever since 1956,  when he got rid of his stash of guns even though his house had been bombed while his wife, Coretta, and their eldest child were inside. Whenever he stood at a podium and talked the talk, as he had that day, King preached that the way of “nonviolence” was the only way for their movement. And now, for the hundreds in that auditorium, who were leaders in their own right back home in their communities around the South, there could be no possible doubt that Martin Luther King believed it deeply. A man filled with hatred had struck him on the left cheek, and King turned the other cheek—had, indeed, intentionally left his whole person vulnerable to further injury.

Some of the delegates in the auditorium that day had been quietly critical of King for the hero worship he accepted from the media and from so many of his followers while they, the movement’s many unsung heroes, still struggled in obscurity. But even they were profoundly moved as they watched King drop his hands and stand there defenseless in front of the attacker. One of those critics was Septima Clark, who was creating hundreds of remarkably effective “citizenship schools” for teaching illiterate, impoverished adults how to read and write and understand basic civics so they could register as responsible voters in the American democracy. Taylor Branch writes that even Septima Clark, who “would not have been shocked to see the unloosed rage of an exalted leader, marveled instead at King’s transcendent calm. King dropped his hands ‘like a newborn baby,’ she said, and from then on she never doubted that nonviolence was more than the heat of his oratory or the result of his slow calculation. It was the response of his quickest instincts.  The impression struck a number of others, including perhaps the assailant himself.” James stared at King, dumbstruck by King’s extraordinary gesture.

In that brief moment some of the delegates came between the two men. James expected to be beaten by hundreds of black people acting in retaliation as a vicious mob.

“Don’t touch him,” King said. “Don’t touch him. We have to pray for him.”

And no one touched the attacker.

And they prayed for him instead.

King talked with James right there on the stage, reassuring him that no one would hurt him. Then King took James away from the crowd to a private room, and they talked peacefully. Even after James revealed that he was a Nazi, King refused to press charges.

 

 

That’s the tremendous power of walking the walk. That’s why Martin Luther King Jr. deserves his reputation as a great leader. The reason that those three hundred delegates that day in Birmingham, Alabama, overcame their instinctive reflexes and actually lived out the credo of nonviolence wasn’t because King had given an inspiring speech extolling nonviolence. It was because they witnessed King himself turning the other cheek. The reason they had looked to him for leadership for six years wasn’t because he was a superb orator. There were plenty of other terrific orators in the southern black churches. It was because he actually lived out his philosophy of nonviolence—and showed that it worked. It was because he directed a 381-day nonviolent  boycott of the bus system in Montgomery, Alabama, and put an end to the city’s practice of forcing blacks to give up seats to whites and move to the back of the bus. It was because his house and family had been bombed and he had been stabbed and shot at and beaten and arrested and imprisoned, and yet he never resorted to violence himself or advocated violence by his compatriots. By living by Jesus’ teaching from the Sermon on the Mount, King proved to them that they, too, could live that way. That’s why not one person among the three hundred in that auditorium moved to retaliate against the relentless Nazi attacker. That’s why those leaders would leave Birmingham and go back to their cities and towns and hamlets throughout the South sustained in their belief and expectation that nonviolence would help them achieve equality in their time. That’s why King was recognized as the leader of countless other gifted leaders who played historic roles, from Septima Clark, a granddaugh ter of slaves, who taught sharecroppers to become voters, to Rosa Parks, a seamstress, whose refusal to sit at the back of the bus instigated the Montgomery boycott. (The forty-nine-year-old Parks was there in the auditorium when King was assaulted by the Nazi, and afterward she administered her remedy of two aspirins and a Coca-Cola.)

As I write this book, forty-five years after King intoned “I Have a Dream” at the Lincoln Memorial in August 1963, it’s still inspiring and moving to watch the video of that great speech and to hear the conviction in King’s voice and to marvel at the prescience of his vision. There’s no better example of talking the talk. But it’s too bad we don’t have a YouTube video of the 1962  assault by the Nazi, because that would show why people in his movement believed King when he said what was very hard for most people to believe, even though Jesus had said it, and why they joined King in doing what extraordinarily few people had done in the two thousand years since Jesus first suggested the unusual idea.

 

 

This story about Martin Luther King Jr. and Roy James helps illuminate many of the effects of walking the walk, but I’ve used it to begin chapter 1 because it shows one effect with particular sharpness. When you walk the walk, you reveal the ranking of your values. King’s actions showed that nonviolence was his paramount value for the movement that he led. Although he sought many important things for black people in America—equality, respect, power, prosperity—he wouldn’t sacrifice nonviolence to achieve any of them. Nonviolence was nonnego tiable. It was number one.

The most crucial role of a leader is establishing and instilling the one or two values that will be most important for an organization or a movement or a community. There are always a multitude of values that are well worth enshrining. The hard part is making the inevitable trade-offs between them: deciding this  is more important than that. And the hardest part is showing that one particular thing, or two things, are the most important. John Rawls, a legendary political philosopher, called these “first virtues,” and that’s a term that I’ll use in this book. I also like to call this the Rule of One or Two. For Martin Luther King Jr. I would list the first virtues, in order, like this: No. 1: nonviolence 
No. 2: equality 



Put them together and you have “We will struggle nonvio lently for equality.” There was no doubt, then or now, that this was what King was all about. He was criticized by many people in his movement for his caution and slowness to assert leadership in other struggles, such as alleviating poverty and ending the war in Vietnam. And he did care passionately about both of those other causes. But King realized the necessity, and the power, of first virtues.

 

 

One thing that astonishes me about nearly every large publicly owned company that I’ve gotten to know is that they rarely clarify their first virtues even though they often waste a ridiculous amount of time, energy, and money trying to communicate their supposed values. Look at The Coca-Cola Company, for example: in 2004, when the board picked Neville Isdell as the third chief executive officer in five years, he brought together the troubled company’s top 150 executives from around the world and asked them to start fresh and write a “manifesto” for change. The executives came up with a “vision” consisting of five goals, known as the “Five Ps”: profit, people, planet, partners, and portfolio (meaning the company’s collection of hundreds of brands). And the top 150 also produced a list of seven “shared values that we live by as a company and as individuals”: leadership, passion, integrity, accountability, collaboration, innovation, and quality. They set forth these principles in a well-designed book and sent  copies to tens of thousands of employees worldwide. Managers held special meetings to discuss the book in detail with their teams. Employees explored the meanings of the goals and values in online learning materials. The values were even proclaimed on a sign behind the front reception desk at the world headquarters. It must have seemed like a nearly perfect execution of what they teach at Harvard Business School about leadership for creating change: form a “guiding coalition” to set the “vision” and then “communicate, communicate, communicate.”

In reality it was exasperating: how was anyone at Coca-Cola supposed to know how the organization’s leaders would make the inescapable, hard trade-offs between its five goals? For example, which would be more important, “profit” or “people”? If profit trumped people, then the chief executive officer might feel justified about laying off thousands of loyal workers in order to achieve his lofty goal of double-digit earnings growth. But if people outweighed profit, then the CEO might settle for merely single-digit earnings growth, or even significant losses for a sustained length of time, to preserve the jobs of many faithful employees.

But the situation became even more absurd when you added the seven values to the five goals, resulting in a jumble of twelve elements; twelve undeniably good elements, for sure. But no one could possibly have any idea whether, when the time came for tough choices, this was more important than that, let alone which of the dozen considerations was most important. Was “integrity” more crucial than “profit,” for instance? That question is constantly relevant for countless executives and employees in an  American company that operates in nearly every one of the world’s nations, including many where bribery and corruption are the standard ways that business is done. Coca-Cola’s people would get no useful guidance from how the top 150 “leaders” had talked the talk; but it didn’t matter because what everyone soon watched was how the big boss walked the walk: Neville Isdell picked Muhtar Kent as his No. 2 executive in December 2006, and a year later, he named Kent as his successor. Those actions told everyone exactly what they needed to know.

Muhtar Kent had an intriguing history. In 1996, when he had been in charge of a Coca-Cola subsidiary that bottled the beverages in twelve overseas countries, he profited personally by betting that the subsidiary’s stock price would fall. He sold the stock short: he borrowed a hundred thousand shares and immediately sold them to other investors. A few hours later, the company revealed some bad news that swiftly caused the stock price to sink by four dollars a share. Then Kent bought a hundred thousand shares at the reduced price and returned those shares to his lender. And so he had made a four-hundred-thousand-dollar profit in a few hours. This practice, called “short selling,” is usually a dangerous gamble, but Kent’s scheme had been entirely free of risk: his timing was perfect because as managing director of the bottling company he knew for certain that it was about to announce the disappointing news about earnings that would surely depress the share price. The fix was in.

What he did was blatantly illegal in just about any country that tries to regulate its stock market. Every executive of a publicly owned company knows such trading is unfair, illegal, and  pernicious. You would have to be astonishingly ignorant to be the head of a public company and not know. But when Australia’s stock-market regulators began investigating the transaction, Kent claimed that he didn’t realize he did anything wrong. Either he was comically ignorant or he was blatantly lying. Either way, it looked awful that a Coca-Cola executive was profiting by betting against his stock rather than buying and holding the shares for many years to show the company’s investors, employees, and partners his tremendous conviction in its long-term prospects. Kent was forced to return the illicit four-hundred-thousand-dollar profit plus fifty thousand dollars to cover the costs of the investigation, and he resigned from the bottling operation and went to work elsewhere. But four years later, Coca-Cola hired him back, and he resumed his rapid ascent through the company’s ranks.

Surely it’s generous to give a second chance to someone who made a big mistake. But any chief executive officer who truly valued “integrity” and “accountability” would never pick such a man as his president and chief operating officer, let alone as the next CEO of one of the largest and most influential corporations in all of global capitalism. And if Kent had shown “passion,” it was for his personal profit rather than the good of his company. What an utter mockery of the “values” sign behind the reception desk! But Kent had a reputation for making money. Obviously, quarterly profit was still the “first virtue” of this corporation, despite the summit meeting of the top 150 “leaders” and all the time that everyone squandered talking the talk about Our Manifesto for Growth.

[image: 002]

The Coca-Cola Company is shamefully typical of large corporations: its top executives devote an impressive amount of time, energy, and money to talking the talk about gallant goals and virtuous values, but ultimately they’re driven by the first virtue of short-term profits. What’s No. 1 to them isn’t the planet, or their people, or their partners. Is there any doubt who’s really No. 1 to the top executives of public corporations? Obviously, it’s the stock analysts on Wall Street. Overwhelmingly, these companies are run in order to satisfy the demands of influential analysts. And the analysts are very clear about what they want. They’re explicit about their first values. They have a perfect understanding of the Rule of One or Two. These are the things they crave, in order of importance:No. 1: profit (short term) 
No. 2: predictability 



When you put those two together, the message is: “You will tell us in advance exactly how much to expect your quarterly profits to rise, and you will deliver on those expectations.” When companies live by these first virtues—quarter after quarter, year after year—they are beloved by the Wall Street analysts, who reward them by talking up their stock prices. When they fail to “meet expectations,” even for a single quarter, they imperil their relationship with the analysts. When they consistently “miss their numbers,” they incur the wrath of the analysts and the countless investors who think the same way.

The alleged “leaders” of big companies may talk the talk with  fervor. They may communicate, communicate, communicate a high-minded vision and a long list of uncontroversial values. They might even say that something or someone else is No. 1 to them rather than short-term profits or the Wall Street stock analysts. They might, for example, claim that “customers come first,” or that “our people come first,” or that “we run this company for the long term.” But we all see how they walk the walk, and no one is fooled. Everyone knows that these CEOs practice lemmingship rather than leadership.

But let’s stop for a minute and imagine this scenario: What if top executives were completely clear about their organizations’ first virtues, and those virtues represented a real change from what nearly all of the business community had always practiced? And what if they actually walked the walk, and kept walking it? What if they actually put their customers first, or their employees first, or even their team of innovative thinkers first, rather than putting the Wall Street stock analysts first? Or if they really valued the long run (the next decade or two) more than the short term (the next three months)? Or if they actually enshrined one particular virtue—the reliability of their service, for example, or the cleanliness of their stores—far above any other possible vision or goal or value?

When such what-ifs have actually happened, we’ve seen real leaders. As I’ll show in detail in the next two chapters, these practices have been crucial to the creation of some of the most remarkable successes in business history. They’re behind the most successful airline of our times, the most successful Wall  Street investment bank, the most successful Internet retailer, the most successful consumer-electronics company, the most successful fast-food chain, and the most successful restaurant in the hypercompetitive restaurant market of New York City, among other great successes.



Chapter Two

When You Walk the Walk, You Show Who Comes First

What if a public company actually put customers first? That’s a real-life, large-scale, high-risk experiment we’ve seen conducted by Jeff Bezos ever since he founded the Internet retailer Amazon.com in 1994. From Amazon’s early days, Bezos explained to everyone that his vision was “to create the world’s most customer-centric company.” He was also very clear that he was going to run the company for the long term. (He was thirty-one years old, and he wasn’t planning on doing anything else anytime soon.) He practiced the Rule of One or Two. You could easily list his first virtues, in this order:No. 1: customers 
No. 2: long term 



Of course, no company can sustain its business for the long run without making money. So, put No. 1 and No. 2 together and the message is that “we’ll build a profitable, enduring company for the long run by putting customers first from the very  beginning.” This might sound conventional and clichéd, but when a leader actually puts it into practice, it’s rare and revolutionary. Think of what it means. If you put customers first, what about the stock analysts and shareholders? What about executives and employees? What about business partners? All of those constituents might want to come first, but they won’t. The customers will come first, and when they do, everyone else will feel overlooked, betrayed, bewildered, angry, or upset. They won’t understand why you aren’t serving them. Instead of hailing you as a visionary leader, they’ll proclaim that you’re stupid or incompetent or crazy, and they’ll predict your downfall or they’ll call for your ouster.

That’s exactly what happened at Amazon. Early on, Bezos decided to enable customers to post their own reviews of the products that Amazon was trying to sell, including negative reviews—extremely negative reviews. Many observers were befuddled by the move. As Bezos told me in an interview for a cover story I wrote about him in Fast Company: “I started receiving letters from well-meaning folks, saying: ‘Perhaps you don’t understand your business? You make money when you sell things. Why are you allowing negative reviews on your website?’” What’s more, many of Bezos’s business partners—the creators and publishers of the books, movies, and music that Amazon sold—were outraged. But Bezos stuck with the move because it fit perfectly with the Rule of One or Two. No. 1: It was good for their customers, he felt, since reading reviews by other customers helped them make better decisions about what to buy. And No. 2: He believed it would be good for Amazon in the long run, because  those customers might ultimately buy more stuff from Amazon if they found from experience that the Web site did everything possible to be useful to them and to serve their interest. And giving customers a voice on the Web site made them feel like valued participants in a community of their peers rather than targets of a company interested only in their money.

That was just the beginning. Since then, Bezos has introduced many other innovations that have measurably hurt Amazon’s sales and profits, at least in the short run, but they were always driven by his belief that what’s good for the customer would ultimately turn out to be in the company’s enlightened self-interest.

For example, Bezos decided to let third parties compete with Amazon by selling products on what he calls the Web site’s “prime real estate”: the product details page. This means that customers can see listings from a number of rival companies—and many small-timers, including Amazon’s own customers—offering the same digital camera side by side with the one Amazon sells, but perhaps at a lower price, or a used copy of a book that Amazon sells new. “The decision was very controversial within the company,” Bezos told me. “There was a lot of anxiety around it.” Once again, Bezos acted from his inherent faith in giving greater choice to customers.

“Sometimes we measure things and see that in the short term they actually hurt sales, and we do it anyway,” Bezos said, because he doesn’t think the short term is a good predictor of the long term. His managers found that their biggest customers had such large collections of stuff—especially CDs—that they accidentally  ordered items they had already bought from Amazon years ago. So they decided to give people a warning whenever this was about to happen. Sure enough, the warnings reduced Amazon’s sales in the short run. But it was hard to predict the feature’s long-term effects. Would it reduce sales over a ten-year period? They didn’t think so. They thought it would make customers happy and probably increase sales. Bezos said, “In cases like that, we say, ‘Let’s be simpleminded. We know this is a feature that’s good for customers. Let’s do it.’”

Amazon faced similar dilemmas with its dramatic moves to cut prices and







Weinberg’s leadership secret was simple: he intuitively understood the power of the Rule of One or Two, and he practiced the same first virtues as Bezos did:













The pair of leaders responsible for the greatness of Southwest Airlines—Herb Kelleher, the chief executive officer, and Colleen Barrett, the president—grasped the Rule of One or Two and were clear about their first virtues:
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