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Praise for The Ten Commandments for Business Failure

“A list of tongue-in-cheek rules guaranteed to make the follower a true loser in business.”

—Publishers Weekly

 

“There is plenty of tough, no-nonsense advice dispensed here.”

—FT.com

 

“Keough’s writing is clear and, at times, funny.”

—Sacramento Book Review

 

“Don Keough has taken more than six decades of business experience and distilled it into his Ten Commandments for Business Failure . Filled with telling anecdotes from his years at Coca-Cola, this book is a sustained argument against managerial conceit and complacency. On almost every page he reminds us that when the going gets too good, the wise business leader starts worrying.”

—Rupert Murdoch, chairman and CEO, News Corporation

 

“Don Keough, with his sixty years of business experience, is well equipped to comment about business leadership. He is an outstanding man, and I am proud to call him friend.”

—Former President George H. W. Bush

 

“Only Don Keough could outdistance Moses and his commandments. Don’s self-deprecating style adds great credibility to a well-done book. It’s a road map for winners and must reading for everybody. It’s proof that integrity never takes a holiday.”

—Andrew J. McKenna, chairman, McDonald’s Corporation

 

“I have found no one better than Don Keough at giving counsel that is clear, unpretentious, grounded in experience, full of useful insight, and exhibits profoundly good judgment.”

—Father John I. Jenkins, C.S.C., president, University of Notre Dame

 

“Anybody who can write a book about the subtleties of high level business management, including what you do with all those little cubicles and all, and not only keep a guy like me interested but keep me laughing out loud deserves a medal.”

—Sydney Pollack, Academy Award–winning director, producer, and actor
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This book is dedicated to the millions of men and women past, present, and future who make up the remarkable Coca-Cola family around the world.




 Foreword

IT HAS BEEN AN ARTICLE of faith for me that I should always try to hang out with people who are better than I. There is no question that by doing so you move yourself up. It worked for me in marriage and it’s worked for me with Don Keough.

When I’m with Don Keough, I can feel myself on the up escalator. He has an optimistic view of me and what I am to the extent that he raises my sights and makes me believe more in myself and the world around me. When you are around Don, you are learning something all the time. He’s an incredible business leader. The greatest achievement of good executives is to get things done through other people, not themselves. Now here is a guy who is capable of getting all kinds of people from all over the world, men and women who want to help him succeed. I’ve seen him do it.

Maybe it is because no one understands the human aspects of situations better than he. He can advise my kids perhaps better than I can and they love him for that. He does the same for everyone he calls a friend—and that is a lot of people.
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The Graham Group, named after my mentor Ben Graham, is a bunch of people who meet every two years or so. All my close friends, including Don, attend. Everyone wants Don to be the keynote speaker. Bill Gates, in particular, always wants it to be Don Keough. He just loves listening to him because Don talks such sense and offers such inspiration. Don can tell you to go to hell so wonderfully you’ll enjoy the journey.

He is on my board at Berkshire Hathaway because he is one of the very few guys I feel I can hand the keys over to.

We go back almost fifty years together, to the time we lived opposite each other on Farnam Street here in Omaha. We were just two guys making a living for our families back then. If we had told you that one of us would become president of The Coca-Cola Company and the other would become head of Berkshire Hathaway, I’m sure you would have said I hope their parents have enough money to support these two.

At one point I knocked on his door and asked him to invest ten thousand dollars or so with me. He turned me down flat. I’d probably have turned me down too back then.

Our families were great friends; the kids were always in and out of each other’s houses. It was very tough on my kids when they had to move to Houston. There were a lot of tears that day when they moved away.

It’s interesting when you think of it. Don and I were living less than a hundred yards away from where my future partner, Charlie Munger, had grown up. Don went to Houston and Atlanta; Charlie landed in Los Angeles. But we later reunited as close friends and business associates, all with a lot of Omaha still in us. Nowadays, of course, a lot of people say they are from Omaha for status reasons!

After Don left Omaha we kept in touch over the years. I’d meet him at the Alfalfa Club or once we even met at the White House. Then he read an article in 1984 in which I praised Pepsi, “preferably with a touch of cherry syrup in it.” The next day he sent me their new product, Cherry Coke, and invited me to taste test “the nectar of the Gods.” After I drank it I told him, “Forget about your testing. I don’t know much about that stuff but I do know this is a winner.”

I switched brands right away and immediately declared Cherry Coke the official soft drink of Berkshire Hathaway.

A few years later I started buying Coke stock but I didn’t tell Don because I felt he might have to tell the company lawyer, and who knows where that would have led. I didn’t want to put him in an awkward position. Anyway, he called and said, “You wouldn’t happen to be buying a share or two of Coke stock, now would you?” I told him, “It so happens that I am.” At the time we picked up 7.7 percent of the company.

It was a straightforward decision, especially knowing that he was the president. I saw Coke in 1988 as a company that understood what it was doing and was doing the right thing and was obviously enormously valuable as a result.

If you wanted to invent a human personification of The Coca-Cola Company, it would be Don Keough. He was and is Mr. Coke. He’s of the Ben Franklin school, “Keep thy shop and it will keep thee.” Basically, what he has always done is do the right thing by Coca-Cola and he believes that it will always do the right thing by him.

Don’s best ability is to cut to the chase on an issue, to cut through the bureaucratic fog. Keep it simple is his principle and mine too.

Herbert Allen says that the only two businessmen he knew who could have become president if they had run for office were Jack Welch and Don Keough. I agree with that; they both had that natural brilliance. They are both people we can learn so much from.

After all these years, every time I see Don Keough I feel as refreshed as I do after drinking a Cherry Coke. He never loses his carbonation. I’ve seen him on the board of Coke and now at Berkshire. Don is as enthusiastic and committed as ever, full of plans, energy, ideas, daring us all to dream. I am delighted that this book will help so many other people share in that unique Keough vision.

—Warren Buffett



Introduction

MORE THAN TWO DECADES ago as president of The Coca-Cola Company, I was invited to be the keynote speaker at a large convention of customers meeting in Miami. The theme of their meeting was “Join the Winners,” and they asked if I would speak to them on how to be a winner in business. In short, they asked for the secrets of success.

It was a flattering assignment, but there has never been a shortage of speakers and writers willing to dispense tried and true advice on how to succeed in business without really trying. From football coaches to ex-CEOs to psychologists to teachers, preachers, and fortune-tellers, the success gurus have paraded their wares across the pages and stages of the world. And while there is some good in everything, most of those efforts boiled down to the easy bromides of “Work hard” and “Do what your mother tells you.” After a lifetime in business, I’ve never been able to develop a set of rules or a step-by-step formula that will guarantee success in  anything, much less in a field as dynamic and changing as business.

Take the whole question of leadership, which has been studied to death, always inconclusively. A sociology professor who had spent his entire academic life studying leadership once said that he had followed the careers of nearly two thousand students who had gone through his classes, and after all this research he had arrived at the conclusion that the only way to identify a leader is to look behind the person to see if anybody is following him or her.

So when I was asked to talk about how to win, my response was I couldn’t do that. What I could do, however, was to talk about how to lose and I offered a guarantee that anyone who followed my formula would be a highly successful loser.

So I delivered a little speech that has been refined over time into “Keough’s Ten Commandments for Business Failure” and which evolved over more time into this little book, which draws on more than sixty years of experience, beginning in 1949 with the then-new medium of television at WOW-TV in Omaha, Nebraska.

I had my first taste of television while attending Creighton University on the GI bill after service in the navy in World War II. With some hazy idea of maybe going on to law school, I got a degree in the humanities, majoring in philosophy. Over the years, however, I’ve never seen a help-wanted ad for a philosopher. I enjoyed  studying the great debates over man and his place in the universe, the nature of good and evil, the shadows and realities of life. While MBA graduates scoff at such “useless” knowledge, most of our known world history can be attributed to the realization or clashing of ideas spun out years earlier by some long-dead philosophers.

My humanities interests in college also took me into the debating society, extemporaneous speaking, and eventually the performing arts, where I was “discovered” and asked to host a live closed-circuit event at the university medical school. The live event was an operation being performed on a sick animal, beamed over the circuit to TV sets in the large lecture theater. Unfortunately, it was not live for very long because the poor animal died early in the procedure, leaving me with a lot of empty airtime to fill until another animal was brought in. Thank God, it was only closed-circuit television and there were probably only a few people in the hall. Frankly, I think it made me a pioneer in “reality” TV. Even though hooked on communications, I took some law courses and gave the law a chance to captivate me. Ultimately, however, I returned to communications.

While in school, I received a media scholarship, which gave me the opportunity to become an intern at WOW-TV. As luck would have it, my first assignment was to be the play-by-play announcer on the first-ever TV transmission of a live professional football game west of Chicago. It was a National Football League preseason  game between the Los Angeles Rams and the New York Giants being played in Omaha. The usual sports announcer had taken one look at the newfangled medium and passed on the assignment while remarking to anyone who would listen that televising sports events would never work.

The Rams-Giants game was not the highlight of my life. The field was a converted baseball stadium and the broadcast booth was high behind home plate, which put me in front of a microphone in the deepest reaches of the end zone. The stadium was poorly lit, I could see only half the field, and my spotter, who was to help me identify the players, showed up drunk. I was less than articulate. At one point I said, “The ball is on the oneinch line.”

The coverage of the game was a prelude to WOW’s live telecasting of the University of Nebraska’s home games later that year. The common mantra is that Husker football is the state religion. There were only a few hundred television sets in all of Nebraska at the time but that did nothing to diminish the enthusiasm of the management of the station, who saw and believed, presciently, that the new medium would soon sweep all before it. Ultimately, it did.

After my inauspicious beginning with the Rams-Giants game, however, I was allowed to go on to cover all the Nebraska games that year. I had to help lug all of the equipment up to the tiny broadcast booth, but it was  worth it. I was rewarded with the princely sum of fifty-five dollars a week. For that salary I also did a daily talk show called Keough’s Coffee Counter, which was directly followed by a much more professional and funnier program hosted by another young man starting out in the new medium, Johnny Carson. He also made fifty-five dollars a week. Johnny and I became lifelong friends.

While the broadcasting business was interesting, the sponsor of my talk show, Paxton and Gallagher’s Butternut Coffee, offered the more generous sum of seventy-five dollars a week to join their company. Paxton and Gallagher was a regional food wholesaler headquartered in Omaha. The new job meant a bit more money, less time traveling, and more time at home with my new wife, Mickie, so I made the jump into the corporate world in late 1950 and never looked back.

In 1958, Gilbert and Clarke Swanson, fresh from the sale of their hugely successful Swanson Foods to Campbell Soups, bought Paxton and Gallagher from the Gallagher family. They renamed it Butternut Foods and had great expansion plans. So I entered a new chapter in my business life. The Swanson brothers, by the way, had made their initial fortune in the 1950s on an extremely simple product with new freezing technology that combined two consumer desires of the time—the desire to watch more television and the desire for more convenient cooking and the TV dinner came into existence.

After the death of Clarke Swanson, Butternut Foods  was sold and I found myself with a new job in a new and larger company, Duncan Foods in Houston, Texas. The company was headed by Charles Duncan, who later became president of The Coca-Cola Company and subsequently served as deputy secretary of defense and secretary of energy in the Carter administration.

Subsequently Duncan Foods was acquired by The Coca-Cola Company, where I then went on through a series of roles helping to represent the world’s best-known brand for more than thirty years, ending up following Duncan as president in 1981. The bulk of my entire business career has been within The Coca-Cola Company, so you will find quite a number of references to life in that remarkable global organization.

There is a certain justification for using The Coca-Cola Company examples because the enterprise is so varied and multidimensional. It involves everything from manufacturing to distribution to retailing, from street vendors to big box outlets, and touches so many different people of all races, religions, and cultures in nearly two hundred countries. With The Coca-Cola Company, I met presidents, dictators, captains of industry, poets, painters, and movie stars. More important, I had the privilege of talking with Coca-Cola bottler partners, retail food store customers and consumers in every corner of the globe from the Arctic Circle to the southernmost tip of Tierra del Fuego, from mainland  China to anarchic corners of sub-Saharan Africa. While no company can ever embrace all of the world and all of mankind, Coca-Cola comes about as close as any.

Throughout this book when I note instances of company executives, including me, falling into one or more of the failure traps, I am pleased to also point out that most failures were relatively short-lived, corrective measures were taken quickly, and the company survived and prospered. In 2008 it is in a new growth period under the leadership of Neville Isdell, who is concluding his remarkable run as chief executive officer, and CEOelect Muhtar Kent, a brilliant individual who has a deep respect for the Coca-Cola system and its people.

At the outset, it is important to explain the relationship between Roberto Goizueta and me during our twelve years in leadership together at The Coca-Cola Company. While we had both worked for the company for years and were friends, in early March of 1981, Roberto became the chairman and CEO and I the president and chief operating officer.

We had a unique and close relationship and a big job in front of us. Roberto gave me as COO and a fellow director broad authority to energize the Coca-Cola system in more than two hundred countries around the world. Make no mistake about it though, while he was generous in delegating authority to me, he could not and did not delegate his ultimate responsibility as the  CEO. He was in fact my boss and one of the most brilliant leaders in American business history. In 1981, the market value of the company was $4 billion and when he died in 1997 it was $145 billion.

Since retiring from The Coca-Cola Company more than a decade ago, I have remained active in the business world as chairman of Allen & Company, the investment banking firm. So with that background, I give you these ten commandments and with them comes the assurance that if you carefully follow one or more you will fail, or at least have a head start on the downward path to ultimate failure. Believe me there’s no shortage of failure. According to the U.S. bankruptcy courts, 20,152 businesses declared bankruptcy in the first three quarters of 2007.

There is an army of self-declared business experts who can explain why this happened. They are armed with thousands of PowerPoint slides providing elaborate strategic explanations for failure . . . poor customer service, underestimating competition, supply chain disconnects, bad acquisitions, and/or too much debt. These are usually described as an abstract collective failure—“The company failed to innovate. The company ignored the founders. The company did this. The company did not do that.”

But companies are artificial constructs. A company doesn’t fail to do anything. Individuals do, and when you probe a bit you usually find that failure lies not in a  litany of strategic mistakes—though they all may be present in one form or another—but the real fault lies, as Shakespeare noted, in ourselves, the leaders of the business. Businesses are the product and extension of the personal characteristics of its leaders—the lengthened shadows of the men and women who run them. They are the main actors on the business stage and when, through one or more personal failings, they take a business in the wrong direction, then the business is headed for failure.

While these commandments can be applied to any business at any stage in its development, they are mainly intended for businesses and business leaders who have already attained
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