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Praise for The Challenge Culture

“Business and politics have become ever more competitive and unpredictable. In order to succeed in this environment, Travis introduces The Challenge Culture where employees are encouraged and are sufficiently self-confident to push back, engage in debate, and, along with their leaders, search intensively for the best answer to critical issues. A must-read for all people leading organizations in these turbulent times!”

LARRY BOSSIDY, retired chairman and CEO of Honeywell International, co-author of Execution: The Discipline of Getting Things Done

“Nigel’s career, vision and humanity are very refreshing.”

CLAUDE LITTNER, former Chief Executive of Tottenham Hotspur, author of Single-Minded: My Life in Business

“Nigel Travis has hit the nail on the head. Entertaining, edifying and exactly right.”

MANLEY HOPKINSON, author of Compassionate Leadership

“A culture built on open dialogue and honesty will deliver collective positive outcomes for customers and team members.”

CATHERINE D’AMATO, president and CEO, The Greater Boston Food Bank

“What a wonderful read, with terrific, memorable thoughts, and a powerful theme: what is essential for a successful business is the ability to question the leadership and ask ‘why?’. There are more lessons to be learned than offered by any Harvard MBA.”

JACK COWIN, chairman and managing director, Competitive Foods Australia Ltd.

“Nigel understands the intricacies of everything. And, even better, he knows how to put them together to make a business run the way it should. This book not only takes you inside his businesses, but inside the mind that challenged them to thrive. If you can use 20 percent of what he’s suggesting, you’ll be ahead of the game. Use 40 percent and you can blow the doors off.”

MARK GOLDSTEIN, former chief marketing officer, BBDO Worldwide

“The Challenge Culture is a must-read for those wanting to improve their leadership skills in light of a fast changing social and political workplace environment. Nigel implores all of us to foster an open and engaging culture of challenge. For over three decades, Nigel has been at the helm of internationally recognizable organizations, and the insights of The Challenge Culture provide a powerful playbook for people across the business world.”

SAM KENNEDY, president and CEO of the Boston Red Sox

“We all know that America runs on Dunkin’, but have you ever wondered how Dunkin’ runs? Dunkin’ Brands chairman and CEO Nigel Travis has experience running some of the nation’s largest franchises and shares his insight on the importance of creating a challenge culture, one that questions the status quo, encourages internal pushback, and helps companies be nimble enough to adapt to change. The Challenge Culture is a must-read for employers and employees alike, and promises to get ideas for long-term success percolating.”

ROBERT KRAFT, chairman and CEO of the Kraft Group and the New England Patriots
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( INTRODUCTION )

The Fundamental Why

Joanna’s Question

I had been thinking about the ideas in this book for almost four decades but never with the intention of writing them down. Then, a couple of years ago, a number of factors came together that made a book seem not only relevant but also useful, even necessary.

Most significant, the business environment had grown increasingly intense. The combined stresses of technology change, competitive pressure, and customer demand had a curious effect on some companies. They seemed to become rigid, authoritarian, intent on achieving control in what looked like an uncontrollable environment. Challenged from without, they responded by squelching challenge from within. In my role as chairman and CEO of Dunkin’ Brands (which comprises both Dunkin’ Donuts and Baskin-Robbins), we were subject to the same business pressures, but I strongly believed we had to respond differently by becoming more flexible, more egalitarian, and more able to adapt. The only way to do that was to embrace challenge and encourage pushback rather than reject them. How else will you hear new ideas and improve existing practices?

The political environment had become just as intense. The 2016 presidential campaign was raucous, and the first year of the Trump administration was full of ups and downs, twists and turns. It was very hard for people to get their heads around Trump’s leadership style. Did he have the right management skills to be president? Could he listen? Would he engage in civil discourse? Was he able to tolerate challenge and questioning and pushback? These questions made me think harder about my own leadership approach and what I thought was really needed in our society today.

Finally, I found that pushback was becoming increasingly important in my personal life, as well. My two younger kids, then ten and twelve, were ferocious question askers (and still are). They push back constantly and challenge everything, and I saw that was how they were learning and growing and that it was strengthening and enriching our family life. In coaching youth soccer, I found that pushback and challenge were essential to learning skills and creating motivated teams. In the boards I sat on, I realized that questioning is an incredibly valuable skill, and pushback could save companies from making life-threatening mistakes.

The final impetus came from my wife, Joanna. One evening we were enjoying dinner at a favorite restaurant, one of the few times we had had a chance to spend time together, just the two of us, without kids or guests or business colleagues. At some point in the evening, probably after the second glass of wine, I told her that I was thinking about writing a book.

I don’t remember how I expected her to react. Probably I was hoping she’d say, “What a fantastic idea!” or “Nigel, it’ll be a runaway best seller!”

Joanna is a lawyer, trained in courtroom procedure, as well as an experienced nonprofit board director. After my pronouncement, she looked at me carefully for a moment, and I could see the very polished wheels turning in her head.

“OK, but what do you have to say? What’s your message?” She asked the question in a neutral way. Not sarcastic or disbelieving, nor gushy and encouraging. She was asking a question in search of gaining information she did not have. What would the book contribute to the conversation? What did I uniquely have to say that others did not?

That question continued to ring in my ears for some time. It’s the kind of “why” question that is not asked enough in the business environment. Why are we pursuing this initiative? Why are we hiring this person? Why are we following this strategy? It was a purposeful question. I greatly value Joanna’s ability to ask such questions because they keep me, and the family, grounded.

The answer to Joanna’s question is this: the ability to create a culture of challenge in your organization—business, not-for-profit, governmental, academic—is essential to survival and sustainability in today’s chaotic world. Only through questioning, pushback, challenge, and debate will you be able to stay relevant, respond to customers’ needs, and sustain yourself. Not only do I understand the truth of this as CEO of Dunkin’ but I have also learned it the hard way, in my experience as president and chief operating officer of Blockbuster, the now-defunct video retailer. As it did at Blockbuster, the lack of a challenge culture can contribute to a company’s demise. It’s an existential issue.

A challenge culture is particularly effective in times of change, and I think we’d all argue that we live in times of unending change. In a challenge culture, people are expected to question the status quo, push back on long-held assumptions, and examine and discuss new ideas and proposals, always looking for more and better information, refinements, and more exceptional initiatives. To do all this, people must be encouraged to challenge one another in every direction within the organization: up, down, or sideways. They must not be afraid to speak up, to question their bosses, their peers, and their board—despite the perceived difficulty of doing so—and they should be confident they won’t face unfair repercussions if and when they do.

In a challenge culture, questioning is always meant to be positive and discourse is civil. Challenge, as we’ll see, is different from confrontation. It does not involve attack, intimidation, bullying, demeaning, personal assault, badgering, or insult. Questioning is directed toward issues, not personalities or groups. Even when the process of challenge heats up or gets passionate, it doesn’t turn nasty. Questioning, pushback, discourse, and challenge are meant to generate learning, stimulate ideas, foster innovation and creativity, and build healthy and respectful relationships.

The challenge culture is not a gladiatorial arena. It is not a 24/7 version of Survivor. As part of learning how to behave in a challenge culture, people have to understand what to challenge, how to challenge, and when to challenge. They pick their issues. They look for the right time and best place. They don’t contend everything. They don’t always pick up the cudgels when challenged.

The challenge culture has enabled us to achieve positive results at Dunkin’ Brands. From a company with a management style not known for its transparency, we have become much more open to all kinds of conversations and that has enabled us to become more consistent in our execution, more nimble in embracing new technologies, and more attentive to our relationships both inside and outside the company. It is not easy to create a challenge culture, for many reasons. Corporate cultures seem to have a natural tendency to progress from the open to the authoritarian as the companies grow and gain dominance—as we’ve seen with old-line companies like GE.

Further, people are not necessarily trained in the essential challenge skills: purposeful questioning, positive pushback, and civil debate. Some management teams simply do not buy in to the importance of challenge and prefer to carry on the command-and-control style. But, as I’ll discuss, many companies have found that approach rarely sustains itself. Even the military, where command-and-control management originated, has embraced questioning and challenge of its processes and practices in noncombat situations.

Throughout my career, I have refined the ideas that constitute the challenge culture and tried my best to put them successfully into practice. I have, at last, reached the point where I believe I understand the issues well enough to help others create and maintain a challenge culture in their own organizations. That is why I decided to write this book.

And that, my darling Joanna, is my long answer to your challenging question. Thank you for asking.


( CHAPTER ONE )

Challenge Starts with a Spark

Questioning the Status Quo

One of my most memorable moments of challenge featured Donald Trump—if indirectly.

In December 2004, I became president and CEO of Papa John’s Pizza, after having spent the previous decade of my career as president and COO of Blockbuster, the video rental chain. My wife, Joanna, and I were living in Dallas at the time, where Blockbuster was headquartered. Joanna was expecting our first child in February, so I made a deal with John Schnatter, the chairman and founder of Papa John’s, that I would work part-time until the baby was born. I’d shuttle between Dallas and Louisville, where Papa John’s was based.

Of course, there really is no such thing as a part-time CEO. So, by the time our son, Ian, was born in February, I was going full steam with my new company. In March, I flew to Orlando to attend my first big convention of Papa John’s franchisees. This was my moment to introduce myself, provide a glimpse of my management style, get to know the Papa John’s people, and set a tone for my tenure as CEO. So, on the morning of the opening day, March 2005, John brought me on stage, and I made my presentation to a packed house. It went well enough. Applause and laughter and attention came at the right places. After the talk, I met a lot of people. Still, I ended the session feeling that something was missing. The status quo felt heavy around me. I felt we needed some kind of spark, an action to rally around, a challenge to the standard way of doing things.

In the afternoon session the audience got a treat. One of my colleagues had said he had learned about a big internal meeting held by our archrival, Domino’s Pizza. One of the Domino’s executives had made a speech to his troops in which he declared that Papa John’s was their enemy number one. That got a big rise—hoots and guffaws—out of our audience. The Papa John’s people are not only competitive by nature but they are also rather fanatical about their own beloved brand.

When the afternoon session concluded, I went back to my room to prepare for another presentation I would be making that evening. I was still thinking about the reaction the story about the Domino’s meeting had gotten from the audience. How could we leverage and build on that? I flipped on the TV as I was getting changed. I was only half listening when I heard the word Domino’s. I glanced at the TV and saw an ad for an upcoming episode of a very popular TV show of the time called The Apprentice, starring none other than our eventual forty-fifth president and sponsored by Domino’s Pizza.

As you may remember, The Apprentice was a kind of Survivor for businesspeople. The contestants, all with business experience but known as apprentices on the show, formed into two competing “corporations.” Each week, Trump, as the host and head judge, presented the teams with a task to carry out, such as managing a Planet Hollywood restaurant or raising money for a charity. At the end of the show, one team was declared the winner, the other the loser. And, in what became the show’s signature moment, one of the individual contestants was identified as the weakest performer. Trump turned to that poor unfortunate soul and uttered, with great relish, the now immortal words, “You’re fired!” The ultimate winner of the season got a one-year contract to lead one of Trump’s companies at a starting salary of $250,000.

As the show gained popularity, it increasingly linked its tasks to specific, real companies that were eager to participate for the publicity, and that’s where Domino’s came in. As I learned from the promo, the task for the contestants on the upcoming March 31 episode, sponsored by Domino’s, would be to come up with a new pizza flavor for the chain. Not only would Domino’s get a ton of exposure from its participation, but the company also planned to use the show as a platform to launch its own, real new pizza specialty, the American Classic Cheeseburger Pizza. Trump himself would appear in the spots, and true to form, he hyped his endorsement well in advance of the airing, saying that the new Domino’s American Classic flavor combined his “two favorite foods—pizza and cheeseburgers.” (Oy.)

The premise was completely absurd to me. Corporate contestants with no expertise developing a specialty pizza? Trump, a known junk food eater, as an expert on taste? Teams competing, rather than collaborating, to create a successful product? It went counter to everything Papa John’s stood for: a company “family,” a passion for pizza, a devotion to quality, and a belief in longterm relationships with customers and partners.

That’s when I had the brainstorm.

What if Papa John’s got in on the act? What if we ran our own ad on that March 31 Apprentice episode, throwing down a challenge to the Domino’s Pizza style and to Trump and his you’re-fired approach? I wasn’t sure how we would do it or if we could get it done in time, but I felt in my bones that it would be the kind of challenge moment that could make a statement to our own franchisees about how we wanted to operate. It might be the spark that could ignite the company.

I called John and caught him in his room.

“John, look,” I said. “I have a crazy idea.”

“OK.” John didn’t know me very well yet, but he had shown he was willing to listen to out-there ideas and would throw his full support behind them if he thought they had merit.

“I just saw on TV that Domino’s is sponsoring an upcoming episode of The Apprentice,” I told him.

“OK.”

“The two competing teams will have to develop a new pizza variety on the show.”

“Hah!”

“And Domino’s will be introducing their own new pizza in the commercials.”

“OK. So what’s the idea?”

“What if we run our own Papa John’s ad right in the middle of the show?” I said. “You’ll be the judge. You’ll make fun of the whole concept. And you’ll fire Domino’s.”

“Ha!” John laughed. “I love it.”

“OK, the show airs March 31,” I said, “so we’ve only got a couple of weeks.”

“Can we pull it off?” John asked. He was already saying “we,” so that was a good sign.

“I don’t know yet,” I said. “I’ll call our advertising people right now and see what they say.”

“Go for it,” John said.

Then I had a flash realization. “Hang on a tick,” I said to John. “You know, this idea will only have the impact on the company that we want if the franchisees are in on the plan from the start. We need them to buy in, to support and approve the idea, before we go ahead.” In a way, the idea was really about challenging us, as a company, even more than it was about challenging Domino’s as a competitor.

“Agreed,” he said.

“So, if the agency people think we can make it happen,” I said to John, “what if I present the idea tonight to the franchisees and see what they think?”

“Great,” John said. “Do it.”

My next call was to Jordan Zimmerman, founder and chairman of Zimmerman Advertising, our ad agency. I ran the Apprentice idea by him.

“What do you think?” I asked.

“It’s brilliant,” Jordan said. (At least that’s how I remember it.)

“But can we get it done to run by March 31?” I asked.

“We can do it,” Jordan assured me.

I hung up and scribbled a few notes for my talk. That evening I got up before the assembled crowd. I was excited and feeling like this could be the spark, the public challenge, the explicit statement of intent that we needed: the challenge to Domino’s and to our own status quo.

“Good evening, everyone!” I began. “Does everybody remember the story we heard this afternoon of the Domino’s meeting?”

Up went a howl and some boos from the audience. They remembered.

“Well, I’m sure we’d all like to respond somehow, wouldn’t we?” I asked. “Am I right?”

A cheer of assent.

“Well, I have a kind of crazy idea to do just that,” I said. “But it’s no good unless you’re all behind it. I want to run the idea by you and see what you think of it. Is that OK? Are you up for that?”

Oh, yeah. They were up for that. I had them now. Leaning forward. Wanting to hear.

“Does everybody know the show The Apprentice?”

“Yes!” Of course they knew it. In its second season, the show was a sensation.

“Does anybody know who’s sponsoring the March 31 episode?”

Somebody yelled out, “Domino’s!?”

“That’s right,” I said. “And do you know what the challenge to the apprentices is going to be?”

Another voice from the back of the room. “To come up with a new pizza style!”

“That’s right,” I said. “So here’s the idea. We create our own TV ad and run it right in the middle of the episode. We put the challenge to Domino’s. Tell them the whole idea of amateurs making pizza is absurd. And tell Domino’s they’re fired!”

Howls of excitement. Laughter. Clapping.

“What do you think?” I asked. “Do you think we should do it?”

Franchisees leaping out of their seats. “Yes! Let’s go for it!”

They were on board.

We gave the go-ahead. Zimmerman zoomed into action. Within two weeks we had shot and cut the ad. We purchased ad time on sixty-four local outlets in our major markets, essentially giving us national coverage.

March 31, the big day came. The ad ran. It featured John sitting in a big leather chair in a boardroom not unlike the one where Trump sat in judgment on his apprentices. John turns to the camera and says, “Why get a pizza made by apprentices when you can order a pizza made by the pros at Papa John’s?” Then, in the dramatic final moment, he looks at the camera. “To our competition, I say,” John pauses: “You’re fired!”

The franchisees loved it. The press ate it up. And it had the desired effect. It was an early statement to the Papa John’s people that we were not going to accept the status quo and that we were willing to put ourselves forward in an assertive way—but with a touch of humor. The following two years we saw good growth and gained advantage over Domino’s.

∙ ∙ ∙

Three years later, in January of 2009, I left Papa John’s to join Dunkin’ Brands. I found myself in a much larger company, with an iconic brand name, international operations, and tremendous potential. However, just like Papa John’s, I felt that there was a little something missing from Dunkin’ Donuts when I joined: that spark, that sense of willingness to question things and thumb your nose at the status quo. As I would put it now, the company did not have what I would call a robust challenge culture. But I felt that the seeds were there to create one, and I believed that we—corporate staff, franchisees, and the board—could do it together. And I figured we had a couple of advantages on our side, although they might not sound like advantages today. The first was the lousy recession economy. The second was the initial public offering (IPO) planned for Dunkin’ Brands within the next few years.

People often ask me what it was like to join a company right smack in the middle of a recession. Well, it was actually a perfect time because the economy, the business environment, and the company itself were under severe pressure and everyone felt a lot of stress. The Dunkin’ franchisees were struggling with their economics, as was the world at large. It was the very best time to challenge the status quo because the status quo was so clearly unacceptable.

The second factor was that, when I joined Dunkin’, we were privately held, which meant we could take a longer-term view of things and not worry too much about quarterly results. At the same time, we were planning to take the company public within the next few years, so that gave us a kind of deadline and a clear focus. Although Dunkin’ was in decent shape, it was not, as I sensed right away, a red-hot, forward-thinking company, the kind that attracts scads of investors to an IPO. That might have been more acceptable in a strong economy, but a public offering during an economic downturn would be riskier because investors would be looking for companies that were ahead of the pack, with lots of potential for growth and improved profitability.

All these factors meant that bold action was needed and could be taken in a considered way.

Challenge cultures are not created overnight or by executive decree. They have to be modeled, shaped, developed, and refined over time. The incoming leader who wants to build a challenge culture begins by asking questions. This does two things: it sets an example that you want others to follow and it generates vital information that will inform your decisions about changes that might need to be made.

I did not waste any time getting started. I came on board as CEO of Dunkin’ Brands in January 2009 and immediately plunged into conversations with Dunkin’ people. I reached out, in particular, to franchisees, the independent businesspeople who own the Dunkin’ shops around the world. Although these people are the heart and soul of the Dunkin’ business, they are not corporate employees.

In any franchise business, including Dunkin’, the franchisor owns the brand and the franchisees purchase the right to use the brand, typically within a designated territory. The franchisee is responsible for a number of business activities, such as pricing, and each franchisee competes with other franchisees. The franchisor cannot dictate everything the franchisees do but has a number of methods and tools to maintain consistency and vibrancy of the brand—the most important of these is influence.

When you want to effect change in a system like ours, the only really effective way to do so is by creating a challenge culture that enables you to build and leverage influence. You need positive questioning and persuasive pushback to develop new ideas and to gain understanding, buy-in, and support for them. Otherwise, no change will occur.

Now, you may wonder, if the franchise system is so distinct, do the principles of the challenge culture also apply to other types of organizations? The answer is: yes, they do apply. The challenge culture looks essentially the same in any company that comprises multiple groups and disciplines, geographies and units, which must be brought together in strategy and action. So while some of the specific mechanisms of culture development in a franchise operation may be a little different than in other types of organizations, the essentials are the same.

∙ ∙ ∙

In my conversations with Dunkin’ people in those first few weeks of 2009, I was eager to get to know them, hear what was on their minds, and learn as much as I could about the company.

One of my early calls was with a franchisee, I’ll call him Russ, who owned a number of stores in the South, including Texas. He did not waste any time telling me that he was thinking about selling out and leaving the Dunkin’ system.

This was one of my first opportunities to ask the “why” questions and, by so doing, show him how I intended to manage and also encourage him to participate in improving whatever he thought was lacking at Dunkin’.

“Why would you think about leaving?” I knew that his business was not as profitable as he wanted it to be, but it was hardly on the brink of disaster.

“Many reasons,” he said, uncomfortably. He seemed reluctant to sound negative in his comments. That’s a barrier to challenge: we equate pushback with pessimism and negativity. Nobody likes that. So, sometimes you have to take the first step. Give permission to people to open up.

“Is it the economy?” I ventured. “Or some of the closings?” Recently, a large Dunkin’ franchise operation, with fifty-six stores, had filed for bankruptcy. Others were struggling through the downturn. Maybe Russ was spooked.

“Partly,” he said. “But I think I could probably get through this OK. If …”

“If?” I asked. “If what?”

It was an open question. He could have dodged it, but he didn’t.

“Listen,” he said, “for the past four or five years or so, it’s been all about growth at Dunkin’, right? Lots of new units. New geographies. I opened three new restaurants in Texas.”

“I know. That’s great.”

“Yes, it could be great, but even though corporate wanted to expand geographically, seems to me there was no real strategy for expansion. They just wanted to grow fast. To do that, they brought in a bunch of new owners who had the cash to sign these huge development agreements to open a bunch of stores, but a lot of them didn’t understand the specific market or even have restaurant experience.” In 2009, it was true that Dunkin’ was not doing well in some of the newly expanded regions, particularly Texas.

“What didn’t they understand?” I asked.

Russ chuckled. “Well, for one thing, the goddamn menu. If you don’t have a kolache or an apple fritter on the menu in Texas, forget it.”

“Right.” Russ was getting warmed up now, so I didn’t think he needed any more prompting.

“Plus, cost of goods!” Russ exclaimed. “What about cost of goods? They’re way higher in the South than they are in the Northeast. Even with expansion, we don’t have enough stores to generate the kind of buying power you have in New England. So our supply chain is shakier, costs are higher, and profits are lower than they should be.” This was true. At the time, we operated with a number of regional supply chains, and pricing for supplies and materials varied from region to region. Prices were generally higher for shops in smaller or newer markets. Two years later, we challenged the status quo, nationalized the supply chain, and brought pricing into parity from region to region.

But I’m getting ahead of the story. “OK, Russ, have you discussed these issues?”

Russ paused and cleared his throat. “With management you mean?”

“Yes.”

“No. Not exactly,” Russ admitted. “I didn’t think that would get good results.”

“Why not?”

Russ hesitated again. We were getting into complicated territory.

“Things can get contentious, you know? If corporate doesn’t think you’re on track, they can find all kinds of reasons to penalize or fine you. I mean, the proof is in the fact that there are so many lawsuits pending against Dunkin’ right now.”

“Russ, listen, I appreciate your discussing this with me,” I said. “You should always feel free to ask a question or bring up a concern. If we don’t ask questions and if we don’t push back on the status quo, we won’t have enough knowledge or understanding to make changes we need to make.”

“Yep,” Russ said, and the conversation continued for another few minutes.

I can tell you one thing for certain: conversations like that one get out. They multiply. The simple fact that it was possible to have a direct conversation with the CEO, to bring up real and fundamental concerns, and to be heard made an impression on Russ, and he spread the word. He did not, in the end, leave the system.

In many other discussions with people throughout the organization, I heard a lot of similar concerns. The business environment was at the top of almost everyone’s list. The world was changing dramatically and not only because of the financial crisis. Tom Friedman in his book Thank You for Being Late pinpoints 2007 as the year when the world exploded into warp speed—with the introduction of the iPhone, the rise of social media, and the emergence of cloud computing.

I also heard that Dunkin’ was a bit behind the change curve. Customer expectations were changing rapidly. They wanted everything: high quality, greater choice, more speed, operational excellence, and social purpose. Competition was coming at us from new directions, particularly convenience stores and gas stations. Coffee was a huge business and an attractive market, with high margins but lots of competition. Technology was disrupting the entire industry, in product innovation as well as online ordering and delivery systems. No company of any size could get along without an online presence and online ordering.

Another concern was the private equity (PE) ownership structure. At the time, Dunkin’ Brands was owned by three private equity firms: Bain Capital, the Carlyle Group, and Thomas H. Lee Partners. The trio bought Dunkin’ in early 2006, bringing to an end a period of corporate turmoil that had begun all the way back in 1990. That’s the year that Allied Lyons, a British drinks and restaurant group, bought out Dunkin’, which had been a publicly traded company since 1968. Four years later, Allied Lyons merged with Pedro Domecq, and then, in 2005, Pernod Ricard, the French conglomerate, purchased the merged entity, Allied Domecq, and decided to sell off some of its brands, including Dunkin’. That’s when the three equity firms stepped in.

As everyone at Dunkin’ knew, private equity firms purchase undervalued companies, make improvements, and then sell them or take them public. So everybody expected a public offering and knew that I had been brought in to get Dunkin’ ready. They assumed that changes would be required if the offering was going to be a success. The previous few years the company had focused on growth, and indeed, Dunkin’ had seen significant expansion in the number of restaurant units. But other aspects of the business had not gotten enough attention, including our long-range systems approach, real estate strategy, supply chain management, stakeholder relationships, and technology.

Naturally, everybody, including the franchisees, was jittery. What kind of changes would be made? When would the company go public? What would it mean for their jobs and businesses? And I’m sure they were wondering what this guy Travis could bring to the party.

∙ ∙ ∙

In a way, I came to Dunkin’ at the right time, not only in terms of the economy but also in my career: I had experienced and helped shape a lot of change, especially at Papa John’s, where we became the online pizza leader. Although my ideas about the challenge culture were well formed, I hadn’t yet articulated them in a formal way.

I began developing the challenge culture ideas at Grand Metropolitan, the big British conglomerate, which I joined in 1985 in a position in human resources. There, with CEO Allen Sheppard, we articulated the key elements of a successful culture, one of which was the necessity of challenge.

When Grand Met acquired Burger King, I moved to Miami as senior vice president human resources and then was thrust into my first operating role as Burger King’s managing director for Europe, the Middle East, and Africa, based in London. Burger King was a pretty traditional organization, and I saw there how hierarchies can actually tamp down challenge and how that can stultify a company. After Grand Met I spent ten years with Blockbuster, the video rental company, where I developed my fascination with technology and where I learned an important lesson in that regard: you have to challenge your own status quo before technology comes along and does it for you.

From 2005 to 2008, I was at Papa John’s. I was president and CEO, and John Schnatter, the founder, retained the title of chairman. Although John was always open to new ideas—like our Apprentice ad—he was still the ultimate authority, no matter what the organizational hierarchy looked like on paper. He was, and still is, a brilliant entrepreneur who has built an amazing company. But, and I think he would agree, the challenge pretty much goes one way. John challenges everything but does not feel that comfortable with a whole lot of pushback.

Through all these positions, I had gained a great deal of understanding of how challenge works in different kinds of organizations because their structures and industries can be very different.

So how did I see it working at Dunkin’? Well, first you have to understand a bit about the company. People assume that Dunkin’ Brands is a huge enterprise, and in some ways, they’re right. If we were ranked by total system sales, just over $11 billion in 2017, we’d be a Fortune 250 company. Ranked by total number of system employees, about two hundred thousand people, we’d be on the list of the top fifty private employers in the United States. Measured by number of units, we are a major global entity, with over twenty thousand points of presence in sixty-nine countries worldwide.

Looked at in terms of revenue, however, Dunkin’ is relatively small. Corporate revenue is less than a billion dollars. That’s because, as a franchise operation, our revenue comes almost entirely from fees paid by the franchisees. However, we realize a very high profit margin, with nearly 55 percent of our revenue going to the bottom line. Lots of companies typically make profit in the single digits. Twenty percent is considered high. Fifty-five percent is astronomical.

Throughout my corporate career, I also developed a reverence for brands, and Dunkin’ Donuts is one of the world’s greatest. The company was founded in 1950 in Quincy, Massachusetts, by Bill Rosenberg, a wonderfully savvy entrepreneur. Bill expanded the operation throughout New England until Dunkin’ shops seemed to be on every city street corner and in every town and village. As the company grew, Dunkin’ gradually became the iconic brand it is today. For more than a decade, our advertising line “America Runs on Dunkin’” rang true for tens of millions of customers. (And it still does.) And you know that you’re part of the national culture when you get spoofed on Saturday Night Live, as we were in 2016. Vanilla Nut Taps—I will say no more.

∙ ∙ ∙

The evolution of my thinking about corporate culture actually goes back even further than my Grand Met tenure, to my university days in the 1970s. I was studying what was then known as personnel management, and I was deeply influenced by a paper, written in 1966, called “Industrial Sociology and Industrial Relations,” by the sociologist Alan Fox. His theory, which became influential worldwide, is that there are two fundamental perspectives on employment in organizations: the unitary and the pluralistic. The unitary view holds that employers and employees basically share common interests. The pluralistic approach holds that organizations are composed of multiple parties with different interests that must constantly be negotiated.

Today, fifty years after Fox published his paper, there are not many unitary companies around anymore; you’d have to look at smaller, privately held, family-owned, or employee-owned companies—such as Publix Super Markets or Gensler, the architectural firm—to find an organization where employer and employee interests are fundamentally the same. Almost all large companies today are pluralistic. Apple, the world’s most valuable company, depends on its developers, manufacturers, partners, and customers to build and manage the brand.

At Dunkin’, we think of our constituencies as if they are concentric circles, all configured around the same fundamental goal—success for Dunkin’—but with different perspectives on virtually everything. Although the franchisees depend on the corporation for managing the brand, they don’t always align with what corporate thinks is right. Nor does corporate management always agree with the board of directors about how to execute on overall goals. Corporate employees have their point of view, as do suppliers, partners, advisers, and, of course, customers.

Pluralistic organizations are, by their nature, particularly suited to and best managed through the development of a challenge culture. As CEO, I did have some authority to make binding corporate decisions, but without the buy-in of the franchisees, and without the support of employees and partners, any unilateral move can lead to resentment and often produce unintended or unexpected consequences.

I am not talking about achieving alignment, which suggests that there could be consensus or virtually unanimous agreement on a strategy or initiative. Diverse constituencies will never be entirely on the same page, and you shouldn’t try to get them there. However, it is possible, and necessary, to enable the constituencies to engage with each other on issues that pertain to them and to give them a voice where they should have one. For the very reason that the process does not usually create consensus, some people will walk away from it without prevailing. However, the challenge process crystallizes and defines the issues, so that everybody knows where everybody stands and why decisions have been made as they have.

That’s what you want in a challenge culture. But just as you can’t mandate change, you can’t create a challenge culture with the wave of a wand. You have to model it, build it into the organization, make it explicit, and get everybody up to speed on what it is, how it works, and how to work within it.

It starts, of course, with the leadership team.


( CHAPTER TWO )

Leaders Must Model

Paul Takes a Stand

The first meeting of my management team, in January 2009, was a total bust.

We assembled in the conference room at corporate headquarters in Canton, Massachusetts, a suburb about fifteen miles south of Boston, not far from Quincy, the town where Dunkin’ was founded.

There were ten members of the leadership team in the meeting, most in the room, a few on the phone. All the key disciplines were represented: the heads of U.S., international, marketing, human resources, legal, strategy, finance, and operations and some of their staff people. I didn’t know any of them very well; the majority of them were long-term Dunkin’ people who had worked together for years and knew the operations of the company far better than I did.

I welcomed everyone to the meeting and set out my agenda for the session: the goal was to explain my values, talk about the culture I wanted us to build at Dunkin’, and discuss together any changes we might need or want to make as we prepared for the public offering.

“Anybody want to add anything to that agenda?” I asked. “Any further thoughts? Questions?”

I looked around the room. All I got were little head shakes and murmurs of approval. Nobody had anything to add. No burning questions. No hearty agreement. No dissent.

“OK,” I said. “Good.” But it wasn’t good. I suddenly felt very heavy, as if the atmosphere in the room was thickening and pushing me down. I’m sure you know the feeling.

“Well then, to start off, let me briefly tell you a little about myself,” I said. “And where I’m coming from.”

Stony faces. They looked as if they were preparing to be shot.

“I actually began my career in HR,” I said, as if that might be of some surprise or interest to the people in the room. Not so much. Blank looks.

I briefly skipped through the highlights of my career: my father the entrepreneur, the Brit upbringing, the stints at Grand Met, Burger King, Papa John’s, and Blockbuster. No comments. No questions. Just little noncommittal head bobs.

Then I began laying out my vision for Dunkin’ Brands: how I wanted to create a culture where all the constituencies could collaborate to improve operations, move forward with technology, innovate in food and beverage offerings, widen our customer base, expand into new geographies in the U.S. and abroad, while leveraging the fabulous Dunkin’ and Baskin-Robbins brands. And, of course, achieve a successful public offering within the next two to three years.

As I talked, I could feel the room fill up with fear, anxiety, uncertainty, hesitation, resistance, and doubt.

At the end of the meeting, which lasted about an hour, I felt profoundly frustrated. Clearly the leadership team, as it was then configured, did not have the challenge skills I was expecting and knew we needed. In a challenge culture, the meeting would have gone very differently. People would have felt free to make suggestions, ask questions, push back, and voice concerns and enthusiasms. What I got instead was guardedness and protectionism.

I knew that things would have to change.

The first thing I did was make the leadership team meeting a weekly event, instead of monthly. We needed more time together. And I wanted to know sooner rather than later whether this group could shed the habits they had developed during years in the Dunkin’ culture. I realized that they, like the franchisees I spoke with, had been operating in an authoritarian world where there had been little effort to bring the constituencies together. Would they change? Could they change? Did they want to change?

The answer for eight of the ten was no.

There was no wholesale housecleaning, no purge. Rather, one by one, it became clear that the person and the new culture were not compatible. Some left of their own accord. Some I dismissed.

Throughout that period, I followed a few rules: state expectations, change people when needed, recruit people who can help build the culture, surround the team with talent.

You need to state your expectations of people and the culture very clearly, and do it early and often. I had done this in that first meeting and continued to do so. You have to be explicit about what you want and why you want it, and you have to say it over and over, while you’re modeling it. There is no shortcut.

If people
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