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FOREWORD

Early in this book, John Marchica asks, “Should we rely on law
to stand in for integrity?” As a legislator, this question is of
particular interest to me—it’s reminiscent of an old political
saw, one that says you can’t legislate morality. Of course, that
doesn’t mean we won’t try.

In my first session as a member of the Illinois General
Assembly, we passed several measures designed to impose
integrity and accountability on corporations operating in the
state. Not surprisingly, these laws were passed in direct
response to Enron, WorldCom, and a host of other—more
local—episodes of corporate misbehavior. To be fair, I expect
these measures will make companies doing business in Illinois

behave better. They will not, however, make corporations any
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more ethical or accountable or full of integrity. This is not a
failure of the laws we enacted; it is merely a consequence of the
inherent difference between laws and ethics.

Laws are external rules imposed by society to discourage
undesirable behavior. Laws influence behavior by prescribing
imminent consequences, be they imprisonment or monetary
penalties. But laws are enforceable only when society in some
way observes or documents the bad behavior.

Ethics are quite different from laws. Ethics are similarly
intended to discourage undesirable behavior, but they are inter-
nal rules that extend much further into the gray area between
“right” and “wrong”—an area we largely ignore in defining
“legal” versus “illegal” activities. Ethics influence behavior too,
of course, but not through the threat of imminent punishment.
The consequences of unethical behavior are far more ethe-
real—damage to one’s reputation, perhaps, or an unfortunate
fate in the afterlife, if that is consistent with one’s religious
beliefs. Most important, we as individuals enforce our own
ethics, following our own internal compass. In other words,
while laws are enforced by an observant society, ethics are—to
paraphrase another old saw—the principles that guide our
behavior when no one else is watching. An ethical person
would be troubled by his or her own unethical behavior, even
(or especially) if it remains a secret taken to the grave; an
unethical person, on the other hand, may be troubled not at all
by his unethical behavior, provided that no one ever finds out.

Why is the theoretical difference between laws and ethics

relevant to a commercial organization? Businesses, after all,
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operate in a legally defined marketplace. In most cases, adher-
ence to law is all that many folks expect of business enterprises.
Some professionals—for example, lawyers and doctors—
impose upon themselves supralegal codes of conduct that
define ethical expectations for members. Beyond these laws
and professional codes, however, there is no common system
of ethics that governs business relationships. But perhaps there
should be.

This notion, I think, is John Marchica’s great contribution
in writing The Accountable Organization. Companies should be
ethical, should be accountable, should be full of integrity—not
just because it’s right, but because it’s smart business. As John
shows, Accountable Organizations have a competitive advan-
tage over companies without a robust ethical foundation.

We want to live in a world where we can, with some reli-
ability, predict how others will behave in given circumstances;
we want to have confidence in our expectations of others. Laws
and ethics are imperfect but complementary attempts to create
that world. And the efficient operation of a sustainable busi-
ness enterprise demands no less.

So, how do we infuse organizations with the sort of eth-
ical principles required for the efficient conduct of business?
Like John, I am a father of young children, and as a conse-
quence of fatherhood (or perhaps because of cumulative sleep
deprivation) too many of my analogies these days revolve
around rearing children. Nonetheless, here I think the anal-
ogy is instructive: We infuse business organizations with eth-

ical principles in the same way that we infuse children with
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ethical principles—holistically, by example, by instruction, by
practice, by failure, and by success.

In The Accountable Organization, John provides us with a
road map for making our organizations accountable, for mak-
ing them ethical—and it is a good road map. As a legislator,
my “business” is really nothing more than being accountable to
the people who elected me. I need not turn a profit, I need not
produce a product, I need not do anything other than be
accountable. And with the turn of almost every page of this
book, I find myself responding viscerally to John’s ideas,
preparing in my head some other way I could be more
accountable to my constituents, or fretting about some oppor-
tunity I had missed to be accountable. In short, while John’s
book is especially well tailored to the CEOs of the corporate
world, it transcends such narrow application—this book is
essential reading for anyone who must organize a human
enterprise, who must (willingly or unwillingly) assume the
responsibility of “leader.”

I'm not surprised that John chose to write this book at this
moment in time. I've known John for almost twenty years, and
I’ve watched him grow into ever-larger and more challenging
leadership roles. I have always admired his quiet integrity and
his evolving ability to lead with grace and humility. In recent
years, our conversations have often turned to the public fail-
ures of corporate America, and I have sensed in John a grow-
ing frustration and disappointment. In typical fashion, John
has channeled that frustration not into a scathing indictment

of corporate leaders, but rather into a blueprint for change. It
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is John’s intellectual ju-jitsu, his ability to turn negatives into
positives, that makes him a success in business and in life.

Years ago, when John was preparing to launch his com-
pany, he and I talked regularly about his plans, his prospects,
and the personal and professional risks he faced. Truth be told,
few of us, faced with the opportunity, would refuse a generous
and regular paycheck in favor of the speculative returns of true
entrepreneurship. Despite the risks, despite the uncertainties,
John did just that, and—in no small part because of his
integrity—he did it with remarkable success.

John’s success came as no surprise to those of us “who
knew him when.” In recounting the launch of his company,
John notes that he was able to do so without any outside finan-
cial help, without any venture capital, without even asking any
friends to invest a dollar or two. I was finishing law school at
the time—deep in debt and with little money in my pocket,
much less for investments. Had John asked, however, I would
have borrowed against my car, hocked my guitar, done what-
ever I had to do to invest in his company. Part of me still wishes
that he had asked. But the truth is that I've been afforded a far
richer  opportunity than investing in  John’s
company—I’ve had the rare privilege of investing in John, and
having him invest in me. The returns—such as reading this

book and writing this foreword—are far more rewarding.

Don Harmon
Ilinois State Senator
September 2003






INTRODUCTION

The idea of writing The Accountable Organization came to me
soon after I led FaxWatch, Inc. (FWI), the medical informa-
tion services company I founded, through a rebranding
process. The deep introspection I undertook helped me to
identify more than just a new name and logo for our com-
pany—in the process, I identified the underlying principles
that would set us apart from our competition and fuel our
continued growth and success.

Many people wait a lifetime to chronicle what they learned
in business. As an entrepreneur with a still-young company, I
wanted to offer something unique, a different perspective from
the rest. But, like countless others, I was infuriated by the cor-

porate chicanery going on in America. It seemed like every day

~~ XXi
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another chief executive was going down in flames. And when
Arthur Andersen fell, it was a wake-up call. I had long
respected Andersen for what I believed were its ethical stan-
dards and quality of work. If it could be taken down, no com-
pany was safe.

Amid all the talk of restoring trust in corporate America,
it became clear that legislation and litigation would not be
enough to get us there. The change had to be initiated by
those who had the most at stake: the people at the companies
themselves. But what would that change look like? In other
words, what kinds of organizations foster trust, both within
and without? To answer this question, I drew on the lessons
I’d learned from my experiences in corporate America and as
an entrepreneur and CEO. I interviewed people across indus-
tries and job functions, from CEOs to frontline managers.

I found that to earn trust, a company must be founded on
integrity and embrace accountability—it must be what I call
an Accountable Organization. Chapters 1-3 in this book
explore the foundational elements that are crucial in creating
this kind of company.

Trust, however, isn’t the only reward. An Accountable
Organization also has a competitive advantage over firms with-

out a strong ethical core. Here are some of the reasons why:

+ Members of an Accountable Organization stand by ethical
principles and create a meaningful purpose for their com-
pany—thus, they make better decisions. Because the ethi-

cal framework has been clearly articulated, there is less
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confusion over which path to take: decisions are made
confidently based on what’s right. Without this framework,
decisions are often based on expediency or “what’s-in-it-
for-me” thinking—not the best strategy for ensuring the

long-term sustainability of the business.

Members of an Accountable Organization execute better.
They establish systems and processes to reinforce account-
ability, including effective communication and conflict
management. In contrast, organizations that communicate
poorly or lack accountability are often riddled with internal
conflict, confused priorities, and disconnected employees—
translating into lower productivity and higher opera-

tional costs.

Members of an Accountable Organization are strong, eth-
ical leaders who embrace their greater responsibility to the
organization as a whole. They understand the importance
of taking risks for fueling creativity and innovation.
Companies without accountable leadership will drift—or
worse, be led astray—while those that avoid risk taking

will stagnate.

An Accountable Organization attracts more customers and
keeps them longer. Customers know that principle-driven
companies stand behind their products. They know what
to expect in terms of quality and service. In short, people
buy from companies—and people—they trust. Com-

panies that neglect building trust-based relationships find
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themselves competing for fair-weather customers, result-
ing in higher customer acquisition costs and increased

customer defection.

+ Finally, an Accountable Organization attracts and retains
higher-caliber employees who won’t stay at a company
that doesn’t have a strong moral fiber. As with customers,
it’s less costly to retain good employees than it is to
hire new ones. Companies with lower ethical standards
will have higher employee turnover, increased training
costs, and lower productivity. In contrast, an Accountable
Organization will attract and retain the best leaders, man-

agers, and support staff.

Of course, market conditions, competitive forces, business
strategy, capitalization, public policy, and many other variables
influence whether a business succeeds or fails. Nonetheless, the
strength of a company’s culture makes an enormous difference
when it comes to its balance sheet. For example, as this book’s
case study shows, Southwest Airlines’ long-term success is not
due solely to its being a “low-price” carrier—plenty of bargain-
basement airlines have been forced out of markets by larger
players. Rather, Southwest’s long-term success has much to do
with the “Warrior Spirit” of its employees—a culture that has
provided Southwest with a lower cost structure and a com-
pelling value proposition compared to its industry counterparts.

Accountable Organizations such as Southwest prosper in
our free-market system because of the trust they earn. These

companies are built on integrity, that is, adherence to core
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values, assumed to be moral and beneficial to both the orga-
nization and its stakeholders. Yet integrity in and of itself does
not magically create trust. The organization must prove that
its actions and choices are in alignment with its core values
and deliver on this implied contract at every level.

Those who are skeptical about the government’s power to
improve matters are onto something. This framework—the
relationship between integrity, accountability, and trust—can-
not be conjured into existence through new laws or yet more
lawsuits. Rather, it requires commitment at an individual level
on every rung of the ladder within the organization itself.
Unquestionably, it’s unrealistic to believe that, say, forty thou-
sand employees will simply adopt an accountable perspective
on their own. The company’s infrastructure plays a crucial
role, as does organizational buy-in, often initiated by both for-
mal and informal leaders. Therefore, The Accountable
Organization seeks to help inspire individual commitment

with concepts that are practical and actionable.

Purpose. Members of an Accountable Organization must
first define what they stand for and where they are going.
Without this understanding, a company allows itself to be
steered by expediency rather than taking control of its
own course. Chapter 4 addresses the vital importance of

identifying an organization’s values and purpose.

Execution. Once defined, an Accountable Organization’s
values and purpose are integrated into a robust strategic

plan. This focused road map for execution provides clarity
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and specificity, defining performance standards and pro-
viding a common frame of reference for individual and
organizational accountability. With the plan in place, what
remains is effective implementation, which is addressed in

chapter 5.

Leadership. Accountability means that a firm’s leaders—
not unlike elected officials in a democratic society—are
responsible to the people they serve and should account
for what they do on their behalf. While everyone in a com-
pany should be fully accountable, the leadership of the
organization has an even greater responsibility, if only
because their decisions and actions have greater impact.
Chapter 6 discusses the different ways that CEOs are
accountable to their organizations, primarily through the

many essential roles they play.

Communication. When communication is incomplete or
misleading, or when it shuts down completely, cynicism
can creep into the culture. In contrast, effective and empa-
thetic communication not only ensures organizational
efficiency, it also builds trust. Chapter 7 shows how stake-
holders in an Accountable Organization seek to establish
communication that is clear, consistent, and compassionate,

both internally and externally.

Conflict. When conflicts arise in the workplace, those
involved often seek to assign blame, choosing to ignore

their own part in the situation. Our desire to be “right”
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makes it difficult to see that we’re in fact part of the prob-
lem. Chapter 8 provides insight on how to manage chal-
lenging situations—and how to remain accountable in the

process.

Risk. Innovation and a competitive edge are necessary
for a company to succeed. As such, leaders and other
stakeholders must be willing to take educated, responsible
risks. Chapter 9 looks at how the creativity and coura-
geous decision making inherent in this kind of risk taking

are crucial to the vitality of an Accountable Organization.

At the end of each chapter is a section entitled “Building
the Accountable Organization” that includes questions to help
you examine these topics on your own. You might even con-
sider introducing these questions to prompt discussion in
meetings. To best use this book, apply the lessons you find
valuable to your current position, your state of business, and
your organizational challenges.

Chapter 10 is a portrait of one Accountable Organization:
Southwest Airlines. While the company has been profiled before,
Southwest’s continued success is even more remarkable now,
given the abysmal state of the airline industry. This case study,
featuring the insight of Southwest president and COO Colleen
Barrett, demonstrates how the airline’s stellar performance
wouldn’t have been possible without its unique culture.

Becoming an Accountable Organization is an ambitious
proposition, but one that is realistic—and, in the end, a

challenge worth undertaking. In the face of continual tests,
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members of Accountable Organizations work tenaciously to
stay the course. They stand by their principles; lead with
humility, compassion, and resolve; are fully accountable for
their choices; and build steadfast trust among customers and
fellow stakeholders. When individuals make this kind of com-
mitment to reclaiming integrity and embracing accountabil-
ity, the combined result is restored trust and long-term success.

So, whether you’re a CEO, a manager, or a frontline
employee, I urge you to take on the challenge of building an
Accountable Organization. The rewards and fulfillment will
come from the journey itself . . . not the destination.

I wish you success.



CHAPTER ONE

TRUST
Understanding Its Importance at
Eye Level

At the end of July 2002, President Bush signed the Sarbanes-
Oxley Act, a corporate corruption bill designed to reform busi-
ness practices and reassure employees and shareholders. The
president declared, “This law says to every American: there will
not be a different ethical standard for Corporate America than
the standard that applies to everyone else.”’ Among other items,
Sarbanes-Oxley requires that publicly traded companies insti-
tute a code of ethics for their executive teams. As of this
writing, large companies are scrambling to comply with the
new inch-thick legislation, ostensibly enacted to restore public

trust in American business.
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A Crisis of Confidence

Enron. WorldCom. Arthur Andersen. These names and others
are now associated with greed, mismanagement, and dishon-
esty. And despite claims to the contrary, it now appears that
the few “bad apples” have tainted the bunch—at least when it
comes to public perception. In a poll conducted in the sum-
mer of 2002, people ranked stockbrokers and CEOs of large
corporations down at the bottom of the list of individuals who
can be trusted, joining HMO managers and car dealers.
How did we get here? In trying to make sense out of the
crisis of confidence in American business, many point to the
greatest stock market boom in U.S. history—capped in the late
1990s by the dot-com bubble. “Corporate responsibility is
mainly a matter of attitudes, and the attitudes got corrupted
by the mentality of the markets in the 1990s,” former Federal
Reserve Board Chairman Paul Volcker told BusinessWeek. “We
went from ‘greed is good’ being said as a joke to people think-
ing that ‘greed is good’ was a fundamental fact.”’ Everyone
wanted to join the party, and with good reason. The Dow
more than tripled in five years, rising from approximately
3,600 in 1994 to a peak of over 11,700 in January 2000. The
tech-heavy Nasdaq rocketed from just over 1,000 at the end of
1995 to break 5,000 in March 2000. Alan Greenspan’s warning
of “irrational exuberance” became something of a rallying cry.
It seemed like there was nowhere to go but up. I

certainly wasn’t immune to the euphoria. I founded my
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company in 1994, just as the market was really blasting off.
I remember watching what was going on with mixed emo-
tions. One part of me was envious—I watched the insta-
millionaires sprouting up around me like weeds and wondered
why I couldn’t be one myself. I also was disappointed that
going it on one’s own, embracing the adventure of entrepre-
neurship, wasn’t such a unique thing anymore. Everybody was
doing it.

My company, FWI, is a provider of medical information
services. FWI has always been privately held, with no angel
investors or venture capital. Don’t think, however, that the
Internet frenzy didn’t make me consider it. There was the rise
of health care portals such as MedScape and Dr.Koop.com
(the latter of which, once valued in the millions of dollars, was
later sold for under $200,000). There was also the potential
increase in competition—suddenly, anyone with a computer
and an Internet connection was a publisher. The pressure was
so great that at one point I considered changing the name of
my company to FaxWatch.com.

At the same time, it was quite a rush. I bought stocks such
as Amazon.com and watched them fly. But the party couldn’t
last forever. The pundits who said that the old rules of busi-
ness and economics didn’t apply anymore—after all, look at
those valuations!-—were wrong. It’s not that society wasn’t
changed by the Internet, or that consumers didn’t behave dif-
ferently in this new environment. It’s just that business is busi-

ness. At some point, you need to make a profit or the market
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will punish you. Investors won’t wait around forever as you
hope to make money.

And in 2000, investors stopped waiting around. After
reaching 5,000 territory in March, the Nasdaq composite index
closed the year down by half; meanwhile, the Dow ended the
year down 1,000 points from its peak. By midsummer 2002,
the Dow had tumbled 32 percent from its high while the
Nasdaq was down a frightening 74 percent. In the wake of
the corporate scandals, both indices dropped below their
post—September 11 lows.

During the meltdown, Alan Greenspan coined another
phrase to sum up the times: “infectious greed.” The Fed chair-
man noted that it was a difference of opportunity, not a fun-
damental shift in human nature, that was responsible for the
scandals. “It is not that humans have become any more greedy
than in generations past,” he said. “It is that the avenues to
express greed had grown so enormously.™

Greenspan’s words aren’t very comforting. According to
him, greed will likely win, given the opportunity. And, accord-
ing to the cynics, opportunities will always be found. But the
Internet boom also has affected the direct relationship between
consumers and companies. Consumers are now much better
educated about the products they purchase. Rumors and bad
news are spread instantaneously. Consumers have access to a
truly global marketplace, vastly increasing competition. Finally,
the promise of a new kind of workplace—embodied by the
dot-com company and widely covered by the media—has

gone largely unfulfilled.
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Trust at Eye Level

It’s no great leap to suggest that the recent scandals have con-
tributed to the erosion of trust in business. While we’re not
naive enough to think that our institutions are entirely free of
unscrupulous behavior, many of us feel that a basic under-
standing is being violated. As an entrepreneur, I am a firm
believer in the promise and opportunity of our free-market
system. I also believe there is a fundamental level of trust nec-
essary to sustain that system, a trust that has been subverted
by an unscrupulous few—with, as we have seen, very damag-
ing effects.

Noted social scientist Francis Fukuyama defines trust as
an expectation among people that stems from “regular, hon-
est, and cooperative behavior” and is based on “commonly
shared norms.” In his book Trust: The Social Virtues and the
Creation of Prosperity, Fukuyama argues that “high-trust” soci-
eties such as the United States, with its capacity for forming
spontaneous communities and associations, have been at
the forefront of the global economy and wealth creation.
Fukuyama warns, however, that distrust in America is on the
rise. As evidence he cites the breakdown of families, churches,
neighborhoods, and workplaces, as well as the increase in
crime and litigation.’

In the larger context of American culture, public trust
in institutional leadership has taken a beating in the last
fifty years. In the 1960s and 1970s it was challenged by the

Kennedy assassination, Vietnam, and Watergate. In more
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recent times, the public has seen a presidential impeachment,
questions of due process in the O.]. Simpson trial, revelations
of sex abuse in the Catholic Church, and uncertainty over ter-
rorism and war.

So our high-trust society is being tested, and not just by
the recent corporate scandals. In many real and disturbing
ways, our expectations of “regular, honest, and cooperative
behavior” have been betrayed. Inevitably, these betrayals erode
the faith we put in institutions.

But what about our trust in each other, or what I'd call “eye-
level” trust? How do we understand its role in our daily lives,
relationships, and work?

In civilized society, some eye-level trust is assumed. This
trust underlies everyday interactions between strangers, like
taking a cab ride in an unfamiliar city. In our daily encoun-
ters with people, we trust that they will act in a way that is
in our best interests—or at least isn’t harmful to us. We don’t
have the time or the reason to form deeper relationships
with most of the people we meet as we go about the smaller
business of life, but we all have an understanding that every-
thing will run smoother if we operate at a basic level of trust
in each other.

But when we look at the relationships in which we have a
lot at stake—such as business relationships—we can’t assume
that eye-level trust will simply “be there.” Raymond Spencer is
chairman and CEO of Kanbay Inc., a global systems integrator
that provides high-value, technology-based business solutions.

The company, named one of ComputerWorld magazine’s “Best
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Places to Work in IT;” prides itself on being a “values-driven”
organization. Spencer notes, “I think the question of trust is
more on the forefront of people’s minds today, not as assumed
but as something that you in a sense have to earn, and which is
very easily lost. Something in the past that might have been
quickly forgiven . .. now can almost totally ruin a relationship.”
As Spencer points out, this trust is a kind of knowledge, some-
thing we learn to be true through experience.

Spencer notes the great importance of building this eye-
level trust with the clients at service-based Kanbay. “All we are
is people,” he says. “And the only asset we have, really, beyond
their skill, is the asset of trust.” Bob Bingham, CEO of The
Little Gym, Inc., would agree. Through its franchises, The
Little Gym offers curriculum-based, physical skill-building
programs for children. “When you drop off your child with
someone, you can’t almost trust them, you have to have 100
percent trust in them,” Bingham says. “And so trust is very
much a part of what Little Gym is to the end consumer. Our
obligation is to make sure that everyone who is delivering our
product is completely well trained and qualified to do so.”’

Like Kanbay and The Little Gym, trust is at the very core
of what my own company, FWI, offers to its customers. FWI
delivers timely, concise briefs on the latest developments in
medical research and the industry to hundreds of thousands
of physicians, health care executives, and patients. However,
we are not a news organization in the traditional sense because
much of our work is underwritten by corporate clients—

primarily health care companies.
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These companies hire FWI to provide information ser-
vices for their customers. For example, a pharmaceutical com-
pany may underwrite a newsletter designed specifically for
cardiologists. Every week, FWI sends these cardiologists a con-
cise update on the most important research and other news
affecting their practice. It is important that the sponsoring
company have no editorial control over the information that
the cardiologists receive from FWI—that the information we
provide be objective and unbiased. Thus, the pharmaceutical
company builds trust with those cardiologists through a
genuine commitment to improving patient care by offering
relevant continuing education. So, one can say that FWI is in
the business of building trust through information. Thus, our
product—and by extension, our brand—must stand for
integrity and quality. For if the FWI brand doesn’t earn trust
with our readership, it ceases to have value . . . and the
company ceases to be in business.

When it comes down to it, this story is the same no
matter what business you're in. In the marketplace, your com-
pany is only as good as the eye-level trust it inspires in your
customers. And internally, your organization is only as good
as the eye-level trust that exists among its members. Consider
how trust is earned and lost within the workplace. For
example, a fundamental principle of management is estab-
lishing clear and defined objectives. When a person is new to
ajob, it’s important to immediately set expectations so that
he understands the rules of the game. Over time, as the

employee meets or falls short of his agreements, trust in him
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is either built up or lost. Meanwhile, the new employee is
assessing the situation from his perspective, looking at himself
(Can I do this job?), his supervisor (Will she help me to learn
and treat me fairly?), co-workers (Will they support or under-
mine me?), and the company as a whole (Will this be an
environment that allows me to grow and perform well?). When
those at the new workplace keep up their end of the bargain,
the employee’s trust in them—and the company—builds
accordingly.

Eye-level trust within organizations can and should be
maintained even when tough choices must be made, accord-
ing to Santo (“Sandy”) J. Costa. In the mid-to-late 1990s, Costa
served as president and COO—and later, vice chairman—of
Quintiles Transnational, an S&P 500 company that provides
integrated product development and commercialization solu-
tions to the pharmaceutical, biotechnology, and medical device
industries. During Costa’s tenure as president and COO,
Quintiles grew from fewer than one thousand employees in
eight countries to more than twenty thousand employees in
thirty-one countries. “I've always viewed relationships in
organizations as being covenantal and not contractual,” says
Costa. “A covenant is a shared commitment, and I think that
you can only have shared commitments when you have trust.”
While Costa acknowledges that companies sometimes have to
make hard decisions and take actions that may have negative
effects on employees, this can be done in a way that nonethe-
less honors and respects those employees’ trust. When a neg-

ative action is necessary, he says,
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it shouldn’t be taken in a way that seems haphazard,
unjustified, or not clearly communicated. If you don’t
feel like you can take the time to let your people know
what’s going on in their lives within an organization, it
shows you don’t value them. And if people don’t feel like
they’re valued, they certainly won’t trust [you].?

This is a lesson that one embattled company, Agilent

Technologies, appears to have taken to heart.

Putting Trust to the Test: Agilent Technologies

Every year, Fortune lists its “100 Best Companies to Work For
in America,” based on an employee survey called the Great
Place to Work Trust Index as well as an evaluation of company
benefits and practices. Employees’ opinions matter most, as
their surveys count for two-thirds of a company's total score.
In February 2002, Fortune featured a several-page spread on
Agilent Technologies, which placed thirty-first among that year's
honorees. The article talked glowingly about the “Agilent Way"
and featured photos of smiling employees. The article's title?
"How to Cut Pay, Lay Off 8,000 People, and Still Have Workers
Who Love You.”

“It may seem odd to award the Best Companies moniker to a
company that laid off 8,000 people,” Fortune conceded.
However, the magazine went on to credit Agilent CEO Ned
Barnholt with “driv[ing] his business forward through tough
times without violating the workers' trust.”® And times have been
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tough indeed for the Silicon Valley-based tech giant. As business
soured in 2001, Agilent fought to avoid layoffs with cost-cutting
measures and a temporary 10 percent pay cut across the board.
It wasn't enough, however, and the company was forced to cut
four thousand jobs at first, then four thousand more.

Fortune interviewed dozens of Agilent employees—both past
and present—and found that nearly no one had a negative
word to say. The company offered a generous severance pack-
age, but interviewees preferred to talk about the other ways
Agilent handled the situation: “the Hail Mary steps the com-
pany took to avoid downsizing; the barrage of e-mails and face-
to-face meetings with top management down; even the tired
sound in the CEQ's voice as he delivered news of mass layoffs.""

The magazine noted how Agilent, which was spun off by
Hewlett-Packard in 1999, “considers itself the true keeper of
the 'HP Way'—the management objectives devised by Hewlett
and Packard that spelled out how to treat customers, share-
holders, and most of all employees. The Way's key precept is
that workers will give their best if they're treated honestly and
listened to.”" Barnholt made sure the Agilent Way was com-
patible with the demands of the market by also incorporating
three new company values: focus, speed, and accountability.

These values have been put to the test. When Agilent needed
to cut costs in 2001, it relied on the ingenuity of its employees
instead of handing down directives. Agilent employees took the
initiative, embracing cost cutting as a “calling.” When the com-
pany temporarily cut salaries, employees cheered the move,
understanding it might help save jobs. And finally, when layoffs
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were necessary, Agilent embarked on a downsizing cam-
paign that was “two parts communication, one part execution.”
Fortune concluded, "Agilent had succeeded in turning the ‘us
vs. them' of corporate downsizing into just ‘us.”"**

As of this writing, the jury is still out on Agilent. The downsiz-
ing has continued as the company struggles with losses; its
workforce has now been reduced by approximately 30 percent
from its peak in early 2001. Nevertheless, in an interview
posted on the company's Web site, Ned Barnholt stressed his
pride in how the people at Agilent have responded to the
downturn: “Because they're staying the course, I'm confident
that we'll come out of this difficult time a strong company.”®

By the way, Fortune released its 2003 “Best Companies to Work
For™ list. Agilent was number thirty-three.

A Call to Action

Trust involves a dynamic give-and-take that is most evident at
eye level: between a company and its customers, and within the
company itself. It’s at this level that we can understand trust as
an actionable concept, one that is within our power. Eye-level
trust is an asset that requires constant attention and vigilance—
it requires that agreements be defined and kept, and account-
ability be understood and embraced. Because it demands this
kind of participation from all those involved, eye-level trust
truly enriches and solidifies relationships. And it’s this kind of

trust that the Accountable Organization seeks to achieve.
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BUILDING THE
ACCOUNTABLE ORGANIZATION

1. Consider the level of trust in your own workplace.

« Are senior managers trusted by others in the com-
pany? Do senior managers trust the “rank-and-file"”
employees? How would you characterize trust within
your immediate work group and among different
departments? What evidence do you have to support
your position?

« What do you consider to be barriers to building trust in
the workplace? Why do these barriers exist?

+ What steps can you personally take to increase trust in
your company?

2. Now consider the trust you have with customers.

« Do you believe that your customers trust you? Do your
customers trust your company more than your closest
competitors? What evidence do you have to support
your position?

+ Assume that trust is easily quantified. If you were to
double the level of customer trust in your company,
what impact would that have on sales?

« Consider ideas that would double customer trust.
Conversely, consider whether any of your company's cur-
rent practices should be eliminated in order to enhance
trust. What would it cost to implement such ideas? What
price are you paying for not implementing these ideas?






CHAPTER TWO

ACCOUNTABILITY
Taking Responsibility for
Choices

In the summer of 2002, we all watched as a succession of dis-
graced executives were led away in handcuffs, surrounded by
FBI agents. For months, we heard about billions of investor
dollars gone, thousands of jobs lost, and numerous individual
retirements indefinitely postponed. Now the alleged bad guys
were finally being called on the carpet, and the television cam-

eras were there to capture it all.

Accountability As Guilt

If a picture is worth a thousand words, these images were
orchestrated to emphasize only one: accountability. That is,

accountability as guilt. Former Treasury Secretary Paul O’Neill
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was quoted as saying, “I think the people who have abused
our trust, we ought to hang them from the very highest
branches.”

It’s no wonder that in the language of politics, account-
ability has the subtext of guilt. After all, these dramas are
played out on the national stage, the numbers are staggering,
and the alleged crimes of these wealthy individuals have made
“victims” of the rest of us. It’s not just that these people could
afford to buy $15,000 umbrella stands for their Manhattan
palaces or build $15 million mansions in Boca Raton. It’s the
American Dream to have the means to engage in such frivol-
ity, if one so desires—but not by bilking hardworking investors
and employees. “With each arrest, indictment and prosecu-
tion, we send this clear, unmistakable message: corrupt cor-
porate executives are no better than common thieves when
they betray their employees and steal from their investors,”
said Attorney General John Ashcroft at a press conference
announcing the indictments of former WorldCom higher-ups.
“Corporate executives who cheat investors, steal savings, and
squander pensions will meet the judgment they fear and the
punishment they deserve.”

Accountability as guilt may serve a purpose on the pub-
lic stage. But what happens when we talk about account-
ability at eye level, in our own lives as individuals and in the
roles we play at work? In speaking with several different
executives, I found a range of perceptions on what it means to

be “accountable”:
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“I see accountability as simply being for any action that
you take, there is someone who is holding you responsi-

ble for that action, or some series of people.”

“The foundation of accountability consists of measura-
ble outcomes or expectations that you want to see hap-
pen, either in pure results or in approach and so on.
Secondly, accountability is not the end of something, it’s

a part of everything you do . . . it’s an ongoing process.”

“True accountability means taking responsibility. And I
underline the word taking because I use it in the sense

of accountability being actionable.”

“You're willing to stand up and declare your willingness
to be in support of something—or you’re willing to be
the champion for something and take it forward. You
can invite [accountability], but I don’t think you can
impose it on somebody . . . and if you believe you can,

then I think you’re setting up a situation for failure.”

While some of these responses focus on accountability as
fulfilling the expectations of others, none of them describes it
as designating who’s at fault. And I believe that’s important if
we want to make eye-level accountability an integral-—and
welcomed—part of our everyday reality. Instead of focusing
solely on assigning blame and punishment, there is a more
constructive, healthier way to understand accountability—one

that is crucial for building an Accountable Organization.
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Who's Accountable Here?

Companies are nothing more than the collective efforts of
people. And people aren’t always willing to be accountable for
their actions—particularly in times of discord. A story from
my own company, FWI, illustrates how this can happen.

FWI has built a solid reputation for editorial integrity and
excellence. Internally, the company is organized into three dis-
tinct areas: sales and marketing, administration, and editorial.
As is common at many companies, there is an inherent ten-
sion between sales and production. Those in the editorial
department are necessarily focused on the product: top-notch
news pieces that are clear, accurate, and topical. Meanwhile,
true to their mission, our account directors work tirelessly to
land business—but sometimes landing so much business puts
the rest of the company into overdrive.

It’s important to point out that our culture is one that cel-
ebrates free time. I'm concerned that my employees keep rea-
sonable hours, that they have a life outside of work. However,
as is often the case at smaller, more entrepreneurial firms, it’s
also understood that when an urgent need arises, everyone
needs to unite and pitch in.

Nevertheless, when a staff gets overwhelmed with work,
preexisting conflict and tensions can be exacerbated. This is
the situation we encountered a while back. For a two-week
period, nearly every writer was out of the office, traveling to
several medical conferences we were covering simultaneously.

To handle the onslaught of work, virtually everyone involved
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with production was putting in eighteen-hour days. Office
couches became makeshift beds. Unfortunately, and perhaps
as a result of stress and frustration, there was a common per-
ception among the writers and administrative staff that the
salespeople weren’t pulling their weight—that they were only
interested in closing deals and didn’t care how the product
would actually be delivered.

Fed up, the writers went to their supervisor, the managing
editor, to complain. She informed them, however, that there
was little she could do and suggested that they write a group
letter to her manager, the company’s vice president and gen-
eral manager. Meanwhile, he had already made it clear that this
was a short-term problem and that everyone should stop com-
plaining. Around this time, one of the writers came to me
directly and asked me to intervene. The misery in the office
was palpable. Later, after talking it through with the GM, we
decided that the best course of action would be to have a com-
panywide meeting and allow everyone to air their grievances
so we could work toward a solution.

Soon afterward, we had our meeting. I chose my words
carefully, knowing that what I said and how I said it would set
the tone for what followed. I opened up the floor for discus-
sion, encouraging everyone to speak their mind. I waited.
I nudged and prodded. Abject silence. After more cajoling, I
managed to pry loose a few comments, but no one was will-
ing to go out on a limb.

I left the meeting totally dejected. Given the opportunity

to take a stand, to lay their concerns on the line, no one was
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willing to claim ownership of his or her role in the situation.
We were all looking for someone to blame. The writers blamed
the GM for overworking them and not being sensitive to their
concerns. The managing editor relinquished her responsibil-
ity, placing blame on the GM and the sales organization.
Coming from a sales background, the GM didn’t fully under-
stand the writers’ perspective and had little empathy. And I
wasn’t without fault. After all, I was the CEO. The buck stops
with me, right?

About a week after our meeting, we instituted several pol-
icy changes that would help address work spikes in the future.
But [ wasn’t worried about minor pragmatic fixes. What con-
cerned me more was that in this situation, we—as individuals
and as a collective—had willingly relinquished accountability.
And it would take more than a new paragraph in the proce-

dure manual to repair that.

Accountability As Ownership

Achieving eye-level accountability is an ongoing process, one
that includes struggles, setbacks, and the occasional fall off the
wagon. From its inception, FWI was supposed to embody my
vision of an Accountable Organization. But being a human
endeavor, it sometimes misses the mark—and there are no
quick and easy remedies.

More important, placing eye-level accountability in the
context of blame leads to injured relationships and, ultimately,

loss of trust. Perhaps we have been conditioned by our litigious
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society to associate accountability with liability, to believe that
the risk of unpleasantness and cost outweighs the potential for
understanding and reward. Because of this perception, often-
times we view accountability as a burden—and what’s worse,
a burden that is thrust upon us without our permission.

Think for a moment about the things in life for which
you’re on the hook, the things you absolutely have to do. If you
were to write those things down, what would be on your list?
Eating, sleeping, taking care of children (and/or parents and/or
pets), working, paying taxes, exercising, doing the laundry,
cleaning the house, mowing the grass?

Now consider those things that you choose to do. For a lot
of the things we do, the difference between “have to” and
“choose to” is a matter of obligation versus recreation. We
often associate our “choose-tos” with free time—they’re how
we recharge our batteries: hiking, swimming, reading, listen-
ing to music, playing golf, and so on. Predictably, some things
show up on both lists: children, while they represent an awe-
some, never-ending responsibility, are also likely number one
on parents’ choose-to lists.*

If you were to compare your lists, which one would be
longer? If it’s the “have-to” list, you're not alone—after all, it’s
the American way. We're a nation of doers; we wear busyness
as a badge of honor. Over time, however, that busyness can
feed upon itself, until finally we feel as if we’re on the hook for
everything. But the truth is—and as trite as it may sound—we
always have a choice, even when it comes to those things in our

lives that seem inconceivable not to do. Of course, our choices
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come with sometimes painful consequences, but the bottom
line is that we are the ones who ultimately make the decision.

In short, accountability means owning and accepting
responsibility for the choices we make in life. We often disavow
this ownership position, and instead relegate large portions of
our lives to the have-to column. We have to do such-and-such.
There’s no choice in the matter. And thus we willingly give over
the controls to some perceived larger force, not realizing the
price we ultimately pay—or realizing only too late, after we find
ourselves in crisis.

The price we pay for denying accountability is loss of
power and trust. When we give up ownership, we become
frustrated, resentful, angry. We find refuge in cynicism and
indulge in blame—not exactly the best position for being com-
pletely answerable for agreements, be they implied or explicit.
After all, if the buck doesn’t stop with us when it comes to the
choices we make for ourselves, how can we truly be account-
able when it comes to our relationships with others?

John Kadlic is vice president, client services, for Blue
Diesel—an Ohio-based interactive agency. He knows where
the buck stops. He manages a team of account executives and
is ultimately responsible for the company’s book of business.
John expects nothing less than full accountability from his

team, which he describes as follows:

Are you the one who’s responsible for doing what you say?
Do you deliver on what you commit to people what you

will do, whether they’re external or internal? And when
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you fall down, do you own up to that? And when you're
successful, do you take that praise professionally and

acknowledge the others that contributed to your success?’

Stakeholders, Not Placeholders:
The Accountable Organization

On my way home from a business trip, I struck up a con-
versation with a ticket agent. We got on the topic of some
recent unpopular decisions the airline had made concern-
ing seating and ticketing. I was giving the agent my thoughts
on the matter—I wasn’t happy about these moves, and she
wasn’t surprised.

“The thing is,” she said, “they never even asked us about
what we thought about the policy. Were the ones on the front
lines, the ones dealing with weary travelers every day. In all my
years, I've never been asked about my opinion about anything.”
She continued, “It’s my job to take care of customers. But every
time they pull something like this it limits my ability to do what
they pay me to do: keep you flying our airline and not someone
else’s. ’'m just a number; I do what they tell me. I suppose that’s
what it’s like working for any large company.”

Despite her enormous influence on the customer experi-
ence, the ticket agent’s opinion was never solicited by the orga-
nization’s leadership—or even, for that matter, the marketing
unit. Her attitude toward upper management was “us versus
them.” She felt undervalued and replaceable. While she
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believed that she played an important role as an ambassador
for the company, within the company she felt insignificant,
invisible. She felt powerless to effect any change whatsoever.

Nonetheless, the ticket agent—who had a long tenure with
the airline—made it clear that she loved her company and
wanted to see it do better by its employees and customers. She
pleaded with me to write the airline and protest some of its
new policies: “As a loyal customer, maybe they’ll listen to you.”
I had actually had a similar conversation about six months
before with a different gate agent about yet another of the air-
line’s unpopular edicts.

Based on what the gate agents told me, I understood that
they wanted to create for their customers the best possible expe-
rience of this airline—and because of their position on the front
lines, they were uniquely positioned to do so. They wanted to be
proud of the product they were delivering. They wanted to be a
factor in the airline’s success. But they felt they could only con-
tribute within defined parameters: carrying out company policy
as dictated from above. (The airline I'm referring to isn’t
Southwest. As we will see in chapter 10, I likely would have had
a very different conversation with a Southwest ticket agent.)

Yes, it was sad that these gate agents felt they had to resort
to recruiting customers to take up their causes—not only
because of what it said about their company’s accountability,
but also what it said about their own. True, the ticket agents
might have felt they had no other recourse than to complain
to customers, but was this the best way to effect change? Or

should they have tried harder to find more appropriate ways
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to help the airline right itself? For that is what it means to be
part of building an Accountable Organization: being an active
stakeholder, not a passive placeholder. Being a true stakeholder
doesn’t mean just being a beneficiary—it requires action, step-
ping forward, and claiming one’s responsibility as well as one’s
due. For if ownership of our choices and actions is the hall-
mark of personal accountability, it is also key to being a true
stakeholder in a company. And in Accountable Organizations,
meaningful ownership and responsibility is both facilitated by

management and sought by employees.

Accountability: Integral to Integrity

Architects of Accountable Organizations find that a crucial part
of their job is training people to be stakeholders: educating them
to embrace ownership on both an individual level and an orga-
nizational level. For true stakeholders understand how their
choices impact not only themselves, but also the wider organi-
zation. They understand and embrace their role in upholding

the true bedrock of Accountable Organizations: integrity.
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BUILDING THE
ACCOUNTABLE ORGANIZATION

1. Does your definition of accountability differ from the one
proposed in this book, and if so, how?

2. Think about the concept of accountability as it is cur-
rently practiced in your organization. Can you identify
aspects of your organization's environment or policies
that discourage a culture of ownership? On the flip side,
which aspects encourage accountability?

3. Think about how you personally practice accountability
within your organization. Can you think of a difficult sit-
uation in which you deflected ownership of your role?
Consider whether the outcome would have differed had
you been fully accountable.

4. Consider how you influence others' accountability in their
relationships with you. Do you engage in the “blame
game" with others? If so, what changes can you make to
change your—and their—perspectives?



CHAPTER THREE

INTEGRITY
Doing the Right Thing

A magazine ad for Charles Schwab features a middle-aged man
named John—an individual investor, a regular guy. According
to John, he moved his money to the discount brokerage because
“before, I very rarely heard a sell recommendation. I feel that

»1]

Schwab has my interests at heart.

“Let’s Put Some Lipstick on This Pig”

In summer 2002, Schwab rolled out a television commercial
that took dead aim at its full-service rivals. The ad portrayed
a smarmy Wall Street sales manager urging his brokers to

push a junk stock to clients.
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Sales manager: Tell your customers it’s red hot. This
one is en fuego. Just don’t mention the fundamentals;
they stink. Let’s put some lipstick on this pig. Get to
work, people.

Voiceover: There’s never been a better time for Charles
Schwab.?

The commercial aired just weeks after Merrill Lynch agreed
to pay $100 million to settle allegations that the company’s
investment advice was tainted by conflicts of interest. The inves-
tigation, led by New York State Attorney General Eliot Spitzer,
brought to light e-mails in which Merrill analysts ridiculed
Internet companies they were publicly recommending—com-
panies that were important to Merrill’s banking business.
Thus, the timing of Schwab’s commercial was particularly
sharp (too sharp for CBS, which declined to air it). Indeed,
Schwab seemed to capitalize on people’s disgust with the cozi-
ness between analysts and investment bankers on Wall Street:
according to the firm, individual investors shifted $30 billion
into accounts there in 2002.

Then, the end of the year brought news of a global settle-
ment with the securities industry that dwarfed the earlier Merrill
Lynch agreement. Spitzer, the SEC, the NYSE, and other regu-
lators announced in late December that ten of the nation’s top
investment firms had agreed to pay $1.4 billion to make amends
for conflicts of interest regarding stock research.” Among other
terms, the firms also agreed to sever the links between research

and investment banking, including analysts’ pay.
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Predictably, the announcement was applauded by some
and scoffed at by others. However, no matter the ultimate ver-
dict on the effectiveness of the settlement or even its righ-
teousness, the line at the time was that something had to be
done, finally, in the name of one thing: integrity. “This agree-
ment will permanently change the way Wall Street operates,”
declared Spitzer in a press release. “Our objective throughout
the investigation and negotiations has been to protect the
small investor and restore integrity to the marketplace.” Robert
Glauber, chairman and CEO of the National Association
of Securities Dealers, was quoted as saying the settlement
“demonstrates NASD’s determination to investigate and sanc-
tion practices that harm investors and the integrity of the mar-
kets.” And Dick Grasso, then NYSE chairman and CEQ, added,
“Investors need to know that the firms they do business with
act only with the highest standards of honesty and integrity,

putting investors’ interests ahead of all others.”

Integrity Defined

Integrity. It’s something to protect, something to fight for. And
as the floodwaters of scandal kept rising, the word itself
became a lifeline for politicians and business leaders scram-
bling to reach higher ground. There’s a certain magic about it,
as Yale law professor Stephen L. Carter relates in his 1996 book,
Integrity:

A couple of years ago I began a university commence-

ment address by telling the audience that I was going to
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talk about integrity. The crowd broke into applause.
Applause! Just because they had heard the word
integrity—that’s how starved for it they were. They had
no idea how I was using the word, or what I was going
to say about it, or, indeed, whether I was for it or against
it. But they knew they liked the idea of simply talking
about it. This celebration of integrity is intriguing: we
seem to carry on a passionate love affair with a word

that we scarcely pause to define.”

The word integrity just sounds good. It’s one of those
words that inspire general impressions of virtue and substance.
As Carter says, “Integrity is that stuff we always say we want
more of.”® But how can we truly understand integrity at eye
level, as an actionable concept? One person I spoke to said
integrity means “what I show and what I feel are congruent.”
Another described it as “being honest with yourself and oth-
ers.” Magill’s Ethics defines integrity as “consistent adherence
to moral, intellectual, professional, or artistic principles despite

»7

temptation to abandon them.”” For me, integrity begins
with the alignment of beliefs and actions, the correspondence
of values and volition. It implies completeness and solidity—
for example, we often use the word to refer to the physical
soundness of a structure. When people have integrity, who
they are and what they do are not divided. They are whole.
I’'m sure you know people with integrity. It’s likely you
admire or respect them, and it’s not hard to see why: these peo-

ple stick to their convictions, even if it costs them personally.
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But there’s more to it, for integrity can’t exist in a moral vac-
uum. If integrity simply meant sticking to one’s convictions,
one could claim, for example, that bigoted people who commit
hate crimes have integrity. No, to have integrity, one’s actions
must express values that are founded on the Golden Rule—the
bedrock morality of “doing unto others”—from which we get
the compassion and intuitive sense of justice that define us as
decent human beings. People who truly have integrity not only

stick to their convictions, they do what’s right.

Integrity’s Place in a Country
Where Winning Is Everything

Sure, you might say. We try to live by the Golden Rule when it
comes to our personal relationships. But when it comes to
business, to professional achievement, the Golden Rule often-
times morphs into something more mercenary: “Beat the
competition at any cost; they’d do the same to you.” In this
country, competition and winning are our great traditions.
Winning, however, has come to be measured solely as having
more—and nine times out of ten, we’re talking about money.
Money is one of the most objective, unambiguous measuring
sticks we have for success. And as an entrepreneur, 'm aware
of the fact that, whatever else its aims, a company is ultimately
in business to make money. It has to be, not only to grow, but
merely to survive.

So, does integrity have a place in today’s business environ-

ment? After all, during the roaring nineties no one complained
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about aggressive companies; a rising tide lifts all boats, so we
were content not to ask how their phenomenal “growth” was
being achieved. Recalling the words of Alan Greenspan, our
irrational exuberance gave way to infectious greed. It was the
eighties all over again, except this time greed’s mechanism was
the Information Economy and the power of the Internet. We
became addicted to money—though some would say we
always have been—and one of the hallmarks of addiction is a
focus on the immediate payoff, even when the result is long-
term disaster.

However, while greed may seem to have tainted the quint-
essential American values of competition and winning, integrity
can bring them back into the light. Sandy Costa, now in private

law practice, tells a story of integrity in a competitor:

I had a tough negotiation involving a property matter.
It was worth millions of dollars. This lawyer was repre-
senting a builder, I was representing one of the compa-

nies I work for.

Well, one of our assistants hit a wrong button on the fax
machine and accidentally faxed this lawyer a crucial doc-
ument that we had written internally. So I called him
and explained the situation. He put the phone down,
walked to the fax machine, sat back down, and said, “I

am now tearing it up.” And I heard him ripping paper.

To this day, there’s no question in my mind that he tore
that document up. That’s because I had dealt with this
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person long enough and I was absolutely certain of his
integrity. This is the type of person you love to deal with,
as opposed to the one who would be running down the

hall saying, “Guess what I just got!”

At the end of the day, if you’re dealing with someone in
any relationship that is at some level contentious—and
I don’t mean that in a pejorative sense—and yet you
find him easy to deal with, it’s probably because that
person has integrity.®

Integrity is not incompatible with competition, with seek-
ing to win and earn a profit. Honest competition brings out
the best in us, and profits ensure that an organization endures
and is able to impact people’s lives, be they customers, investors,

or employees.

Can We Legislate Integrity?

Understandably, the corporate scandals led to an outcry for
action. Wrongdoing should not go unpunished. But as a
broader issue, can we rely on legislation—or litigation—to
restore integrity to business? After all, the Sarbanes-Oxley Act
was designed to do just that. Among other provisions, it cre-
ated a regulatory board to oversee the accounting industry.
Auditing firms would no longer be allowed to provide con-
sulting services that create conflicts of interest. Whistle-blowers
would receive greater protection, and executives who deliber-

ately defrauded investors would face long prison terms.
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While Sarbanes-Oxley was passed to create systems for
corporate accountability, it is also an attempt to legislate busi-
ness ethics. (As noted earlier, the law requires that companies
have a formal code of ethics policy for their executive teams.)
But again, it raises the question: Aside from protecting us from
the real crooks, can we rely on law to stand in for integrity? Or,
should we instead make defending integrity the responsibility
of us all, regardless of whether we lead a company or are a
member of its rank and file?

This question is currently being debated in the academic
realm, as colleges and universities are struggling to combat a
steady rise in cheating. According to a 1999 survey conducted
at twenty-one campuses by Dr. Donald McCabe, founding
president of the Center for Academic Integrity, over 75 percent
of participating students admitted to some form of cheating.
Approximately one-third confessed to cheating on tests, while
half admitted to cheating on written assignments. CAI noted
that Internet plagiarism is a particular problem: in a 2001 sur-
vey, 41 percent of participating students admitted to lifting
material from the Internet and using it in papers without
proper citation. What’s more, 68 percent of students felt this
sort of behavior was “not a serious issue.”

I received my undergraduate degree from Knox College, a
small liberal arts school in Galesburg, Illinois. The college is
proud of its “honor system,” which was introduced through stu-
dent initiative in 1951. Under this system, Knox faculty mem-
bers do not proctor exams; students may take tests in any public

space in the building. Cases of alleged academic dishonesty are
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heard by an “honor board” made up of students and faculty
advisors. Penalties may vary, but usually mean an F in the
course for a first offense and expulsion for a second offense.

The honor system operates with the understanding that
each student “is morally responsible for the integrity of his or
her own work.” Similarly, students are “morally obligated to
take action if a violation is seen.” Failure to report cheating
to the honor board is not in itself a violation, but students who
witness cheating are expected to “handle the situation in ways
consistent with their conscience and the integrity of the aca-
demic community.”*

Note the use of the word community. In placing the
responsibility for integrity squarely on the shoulders of its stu-
dents, the college emphasizes the communal nature of educa-
tion and the importance of trust among those taking part in
it. There is guardianship via the honor board and its power to
impose penalties, but the overarching message is one of own-
ership: individual students are accountable for the education
they receive. Together, they are accountable for creating the
kind of community that supports the highest intellectual stan-
dards. If they fall short on this responsibility, other members
of the community will take them to task.

Some would claim that honor codes are naive. In fact, many
institutions have begun implementing electronic anti-cheating
measures as a deterrent. One company, Turnitin.com, offers a
plagiarism prevention system that compares submitted papers
against Internet content. Turnitin.com has thousands of high

schools and universities as clients; the site boasts that it
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“presently protects more than 5,000,000 students in over
50 countries.”" It’s an interesting word choice: protects.
Granted, the ease of information available on the Internet may
confuse the issue of plagiarism for students. However, by its
very nature, this kind of policing doesn’t reinforce a sense of
trust and community as an honor code does. If a mechanism
such as Turnitin.com is in place to protect students from pla-
giarism, then it necessarily takes some of the ownership away
from them.

Perhaps it’s unrealistic to think that communities of stu-
dents can be expected to take full responsibility for the integrity
of their education. However, surveys conducted by CAI among
students at forty-eight campuses show that the level of test
cheating at institutions with honor codes is generally one-third
to one-half lower than that at schools without codes. The level
of cheating on written assignments at schools with honor
codes is lower by one-fourth to one-third.” Furthermore,
teachers and students achieve more of a reciprocal trust and

respect. CAl offers the following testimony from a student:

This semester a professor excused me from taking a test
at the normal time and allowed me to choose the time
and date when I could make it up. Mutual trust was
built from day one of this semester and has influenced
the way I approach the course. I feel an obligation to my
teacher to perform to the best of my ability, which 1
credit to the respect we have for one another in our dif-

ferent roles.”
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I make the point strongly about the college environment
because today’s students are the business leaders of tomorrow.
What rules they learn about integrity, accountability, and trust
are brought with them into the workplace. On the other hand,
is it naive to think that communities of businesspeople, if
expected to take full responsibility for the integrity of their
workplace, will embrace the opportunity? Is it naive to think
that they can create the same kind of reciprocal trust and
respect? Perhaps there is hope that if we embrace our respon-
sibility for contributing to the integrity of our workplaces—if
we care enough to figure out what is the right thing to do—
then we’ll help create workplaces built on trust. Then we’ll

help create Accountable Organizations.

So, What Does It Take to
Operate with Integrity?

Earlier in this chapter, I noted how it’s no surprise that we are
drawn to people with integrity, that we place our trust in them.
Similarly, companies that operate with integrity are admired and
trusted. They have the loyalty of their customers, employees, and
other stakeholders. But how do these individuals and organiza-
tions get this way? What does operating with integrity entail?

My first lesson in this came soon after I started FWI. We
had been in business for about six months and were strug-
gling, really struggling, to keep our doors open. We had $3,000
in our bank account, with virtually no resources upon which

to draw. Personally, I was almost three months late on my
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home mortgage, having thrown every bit of money I had at the
business. I had already borrowed emergency funds from friends
and family to tide me over. In short, I had sunk about as low as
I could go. I envisioned my former colleagues laughing at me:
We told you so. We knew yow'd never make it on your own.

About that time my wife left the country to attend her
grandfather’s funeral. The bedrock of my life was inaccessible,
even by phone. I was depressed and lonely. It was New Year’s
Eve, 1994, and I sat alone in my house, watching It’s a Won-
derful Life and largely missing the point of the movie.

Then, a miracle happened. A few days later, one of my old
bosses—a close friend and mentor—called with a project. The
awful feeling of despair, the weight I had felt on my back, was
suddenly gone.

I was ecstatic . . . that is, until my friend began to describe
the project. As he spoke, I realized very quickly that I didn’t
have the resources or experience to deliver what he was ask-
ing. Not a chance. My stomach resumed its churning as I went
ahead anyway and told him, “Sure, I'll have the project com-
pleted by the end of next week.”

The following week was one of the worst I've ever experi-
enced. I worked day and night, forgoing sleep and food, pur-
suing a lost cause. When the deadline came and I presented my
work, I knew that I had failed. What was worse, I knew I
should never have taken the project in the first place, that I had
misrepresented what I could do. Now my friend was two weeks
behind schedule and needed to find another vendor to do the
job properly.
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I didn’t even bother asking for money, and he didn’t
bother to offer any. It would be two years before I could face
my friend again and begin to repair the damage I’d done.

Yes, this was a lesson in honesty. I should have been hon-
est with my friend and told him up front that I would have
to take a pass. But more important, it was a lesson in integ-
rity. I was down and out, and I made a decision based on
what was expedient, not what was right. I compromised my
values by taking a project I couldn’t possibly handle—thus
guaranteeing that the work I produced would disappoint my
client. The price I paid was damage to my friend’s trust in
me, damage that would require much time and effort to
repair.

After this experience, I never again accepted a job we
couldn’t handle, no matter how badly we needed the money.
I learned that while maintaining my integrity in the face of
financial adversity would be difficult, it would be much more
difficult to repair the long-term damage done to my relation-
ships, both business and personal.

This first lesson in integrity would be followed by count-
less others. Over time, through my experience with FWI, I’ve
found that there are a few basic components to operating with
integrity, both on an individual level and as an Accountable
Organization. First of all, we must be clear about our values
and beliefs and be honest about their rightness, that is, how
they measure up morally. Similarly, a company must have the
same clarity about its vision and mission. In short, we have to

determine the kind of people we want to be and organizations
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we want to create. Without this understanding, there is no
standard against which to evaluate our actions.

Integrity is achieved when we act in alignment with our val-
ues and beliefs, and when a company acts in accordance with its
vision and mission. Otherwise, these intentions don’t count for
much—they remain untested and unproven. Acting in align-
ment doesn’t happen by chance, however; it requires conscious
decisions (and in organizations, the conscious decisions of
many). In this way, accountability is how we express our integrity
as individuals and as companies: we take full responsibility for
the rightness of our choices, as well as for their consequences.

Finally, we must aim for continuity. Day in, day out we
make choices both large and small in relation to ourselves and
our families, friends, and colleagues—anyone and everyone
with whom we come in contact. Every day, companies are also
making myriad decisions that impact their stakeholders to
varying degrees. As such, integrity is at issue from moment
to moment, not just when we’re faced with fork-in-the-road
challenges. Living and operating with integrity are continuing
commitments. We can gauge our success as a running total: the
major tests we face obviously move the balance one way or
the other, but it’s those little decisions that quietly add up.

Values in Action

Trust, accountability, integrity ... As we’ve seen in the pre-
ceding chapters, these are heady topics. So many companies

claim these as core values, but that’s the easy part. The hard
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part comes in actually trying to express these values in action,
in pulling them down from the ether and giving them life at
eye level. Agilent was successful in doing this; as Fortune
pointed out, the company earned its employees’ trust when
times were good, so it had a “head start” in maintaining that
trust when its fortunes turned."

Among the thousands upon thousands of American
companies, Enron and the like are outliers. The vast major-
ity of companies are led and staffed by honorable people who
want to do well financially, but do so ethically. They want
their work to mean something. They want to create some-
thing they can be proud of. In short, they want to build
Accountable Organizations of their own. And to build any-

thing, one needs tools.
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BUILDING THE ACCOUNTABLE
ORGANIZATION

1. Is your organizational culture one that emphasizes
integrity as much as winning? How does this affect morale
and productivity? What kind of role, if any, does your
organization's leadership take in promoting integrity?

2. Are there standard business practices within your indus-
try that create ethical dilemmas and challenges to
integrity? If your company were to challenge those insti-
tutionalized practices, what would be the outcome?

3. What was the last dilemma you faced that challenged
your personal integrity? Are you comfortable with how you
resolved the dilemma? In retrospect, is there anything
you would have done differently?

4. Recall Sandy Costa's story about dealing with a com-
petitor who had integrity. Does your perception of other
people's integrity influence how you interact with them,
and if so, why? If you believe someone is not acting with
integrity, do you feel it gives you license to do the same?



CHAPTER FOUR

PURPOSE
Clarifying What You Stand For

In the movie Jerry Maguire, successful sports agent Jerry
Maguire seems to have it all: money, a nice house and car, a
beautiful fiancée. But he’s conflicted. He senses that the busi-
ness of sports representation is going in the wrong direction—
that he is going in the wrong direction. One night while at a
conference in Miami, Jerry sits down at his laptop and starts
writing. And writing. In a burst of inspiration, he outlines
what the business should be about: fewer clients, not more. Less
quantity, more quality. A focus on people, not money.

At first, Jerry’s sure he’ll just delete his manifesto and go
back to bed. Instead, he ends up going to a twenty-four-hour
copy center and distributing his masterpiece to everyone at the

conference before daybreak. Needless to say, given the cynicism
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of his business, Jerry’s mission statement isn’t welcomed,
and he promptly loses his job. He struggles to make a new
start with the one employee and the one client who believe in
him. And in the end, he finds much more meaningful—and
promising—success than he ever had before.

Of course, Jerry Maguire is a Hollywood fable: the happy
ending is written into the script long before the opening cred-
its roll. Real life doesn’t come with such guarantees. But part
of the reason audiences connect with the movie is our desire
for clarity. We identify with Jerry’s middle-of-the-night
epiphany—and admire his recklessness in actually letting that
epiphany see the light of day.

Most of us have an understanding of our fundamental
beliefs of right and wrong. But far fewer of us have taken the
time to clearly define the principles by which we will live and
the goals we want to achieve. It’s more than just a worthwhile
exercise; it’s necessary for making sure that our lives are gov-
erned by what we believe in, not just by what’s expedient. The
same is true for companies. If expediency is allowed to rule, an
organization doesn’t control its course. Instead, decisions are
made in the service of short-term considerations rather than

long-term success.

The Importance of Clarity

I still have “the napkin,” that piece of paper on which I first jot-
ted down the idea that would become FaxWatch, Inc. I was

twenty-seven years old at the time, in the company of a good
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friend, having a cold beer. I sketched out with broad strokes
what I dreamed was possible in a company—what I knew was
possible. I had been truly inspired, as was my friend, who
would commit his time and energy to helping me get the com-
pany off the ground. Several years later, however, I found
myself searching for that inspiration. I had lost the zeal, the
sense of mission that once had moved me.

Those years had been successful, to be sure. After weath-
ering some early challenges, FaxWatch started growing and
didn’t stop. We had to find larger and larger offices. The com-
pany consistently turned a profit and stayed out of debt, all
without the help of outside investors. We were proud to be
named twice to the Inc. 500 list of America’s fastest-growing
private companies.

But despite all this, I found myself missing the forest for
the trees. I had thrown myself heart and soul into making
FaxWatch a success, and indeed it was. But in working frenet-
ically to grow the company, I lost sight of why I started it in the
first place. I let myself become consumed, forgetting to take
care of my relationships and my health, both mental and phys-
ical. It’s a trap that many entrepreneurs fall into—instead of
running the business, I was letting it run me. About that time
I’d begun reading Michael Gerber’s infamous manifesto on

entrepreneurship, The E-Myth Revisited. His words hit home:

You’re consumed by the business and the possibility of los-
ing it. And so you put everything you have into it. And, for

whatever reason, you manage to keep it going. Day after
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day, fighting the same battles, in exactly the same way you
did before. You never change. Night after night, you go
home to unwind, only to wind up tighter in anticipation
of tomorrow. . .. You're like a twelve-cylinder engine work-
ing on one cylinder, pumping away, trying with everything
you’ve got to produce twelve cylinders’ worth of results. But
finally, and inevitably, there’s nothing left. . . . Something
has to give, and that something is you.'

Realizing that something had to change, I took stock of my
life. I did a lot of writing and reflecting; I read voraciously,
enlisting the help of a wide variety of authors and thinkers; I
attended seminars and workshops. Again and again, one word
continued to surface: integrity—the alignment of beliefs and
actions, anchored in what’s right.

So I looked beyond the choices I was making and exam-
ined what it was I wanted to stand for. It was hard and often-
times frustrating work. However, once I defined my core
principles, I then had a meaningful measuring stick against
which to compare my choices. From this position of under-
standing and ownership, I began to make amends for the rela-
tionships I'd damaged. I could become truly accountable and
honor the trust of the important people in my life. I commit-
ted fully to a new way of doing things.

Perhaps it was coincidence, but this personal process hap-
pened to dovetail with a change at FaxWatch. As we entered a
new century, I was faced with a dilemma: our archaic company

name. When I started the company in 1994, e-mail as we know
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it was still in its infancy. We delivered our publications to read-
ers’ desktops by fax—hence the name, FaxWatch.

As our reputation for quality spread, “FaxWatch” became
synonymous with our information services. Even though each
of our publications has its own title, readers would talk about
starting their workday with “my FaxWatch.” Furthermore, we
had developed name recognition among the corporations with
whom we partnered. It’s the kind of brand equity that adver-
tising dollars can’t buy. The problem was that the name
FaxWatch in and of itself was in danger of becoming some-
thing of a liability as well.

The Internet had changed how people wanted to receive
information. Despite the fact that customers recognized the
FaxWatch name and associated it with timely, high-quality
information, they also associated it with fax delivery. While we
expanded our services to include content for corporate
intranets and e-newsletters, customers didn’t think to call us
because these capabilities weren’t part of our name.

So, in the fall of 2001, I hired a branding agency to help
reposition FaxWatch. With the help of my employees, we
ended up with hundreds of potential new names. I'll admit
that the naming process became something of an obsession
for me; I thought I could find that one perfect name, that one
word or phrase that would encompass all the different aspects
of our business. I finally narrowed the list down to ten, includ-
ing such candidates as Triple Helix and Stratamedica. I wasn’t
satisfied. I was on a quest for the Holy Grail of corporate

monikers, the be-all and end-all.
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And then something interesting happened. I discovered
that developing a new “image” for our company went beyond
choosing the ultimate name or the coolest logo. Much like my
own personal process, it meant going deeper and examining
just what we wanted to stand for going forward. It meant
achieving clarity. I looked around at my company and realized
that we were at a critical juncture, just like I myself had been
a short time before.

Like all companies, we had encountered tests of integrity
since the day we opened our doors. In the early days, we faced
these tests as the small, tight unit we were. But now, as I looked
around and counted an ever-growing number of faces, I wor-
ried about how to pass along those principles, how to make
them live in a company that was rapidly becoming not so
small. Indeed, it was even a question of how well everyone in
the company, even at our current size, truly understood what
it was all about.

So the process of “rebranding” was truly an education,
both for me and for my employees. Our branding agency
interviewed people both inside the company and out: pro-
duction staff, writers, salespeople, customers. No leading ques-
tions, just an honest analysis of how they perceived what we
did, how we did it, and why. Armed with the results, we were
able to identify areas of confusion among customers and make
a clear statement about who we are.

And our name? Turns out the answer had been in front of
me all along. Even though “FaxWatch, Inc.” reflected our pre-

Internet beginnings, that alone wasn’t worth throwing away so
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much hard-won brand equity—or, on a more personal level,
for losing the history behind the name. So we chose a new
identity that built on that heritage while bringing our com-
pany into the twenty-first century. We introduced our new
name—FWI—emblazoned on a fiery red logo, confident and
clear about what stood behind it.

The Power of Values and Purpose

The guiding principles of mission, vision, and values have been
written about time and again, and with good reason. They

provide members of an organization with context:

Mission: What your organization is doing and why
(framed in relation to the customer)

Vision: Where you are going (aspirational and
motivational)

Values: The rules you play by (what you stand for)

Many people believe a company can define its guiding prin-
ciples by consensus. While I believe it is absolutely necessary
to get input from employees and customers, ultimately this
task must be the responsibility of the CEO. I've learned this
through experience: previous efforts involving the whole
company—while valuable—just hadn’t articulated the kind of
concrete direction that FWI needed. So, I isolated myself

for twenty-four hours and examined what I wanted FWI to
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be ... what I wanted it to stand for. I looked back at where we
had been as a company: our successes, our failures, our prod-
ucts, our people. I thought about where we were today and
where I'd like us to go tomorrow.

I considered each question from three standpoints: my
personal feelings and aspirations for the company; our cus-
tomers’ point of view, obtained through focus groups and
years of meetings; and, just as important, the opinions of my
employees, both past and present. In taking these different per-
spectives into consideration, I tried my best to ensure that the
direction I defined for FWI would be clearly and consistently
understood by all its stakeholders.

My first conclusion was that values came before all else. It
only makes sense—you can’t truly be accountable and earn
trust without first gaining a sense of your own values. Similarly,
it’s an empty exercise to develop statements of vision and mis-
sion if you first don’t understand your company’s core values.

In Good to Great, Jim Collins writes,

An important caveat to the concept of core values is that
there are no specific “right” core values for becoming an
enduring great company. . .. A company need not have
passion for its customers (Sony didn’t), or respect for
the individual (Disney didn’t), or quality (Wal-Mart
didn’t), or social responsibility (Ford didn’t) in order to
become enduring and great. The point is not what core
values you have, but that you have core values at all,

that you know what they are, that you build them
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explicitly into the organization, and that you preserve

them over time.’

Should values be aspirational? Yes. But while they should
represent your highest ideals, they also must represent your true
beliefs, not just a laundry list of every noble principle you can
think of. It is difficult, if not impossible, to be truly guided by

a statement of values in which you are not personally invested.

FWI Values

Several years before, we as a company had collectively devel-
oped a long list of values to which we aspired. This list included
entries such as these: be the best, make a difference, be focused,
have fun, and so on. On the surface, there was nothing wrong
with this list. Yet I felt compelled to revisit and revise it. Why?
First of all, while I don’t believe that employees should have to
memorize each and every word of a values statement, the val-
ues themselves should be brief and memorable. I felt this list
was too long and disconnected. Secondly, it was obvious that
some of the entries were more cultural descriptors rather than
significant guiding principles, which pass the litmus test of
“What do we stand for?” For example, while it’s an important
aspect of our company culture, do we really “stand for” hav-
ing fun?

Finally, even though “be the best,” “make a difference,” “be
focused,” and “embrace change” didn’t make the final list, that
doesn’t mean we don’t strive for excellence and innovation.

However, I felt the bedrock values that underlie the relationships
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FWI VALUES STATEMENT

At FWI, our values guide how we work and how we care for
our customers and colleagues.

e Integrity. Integrity is the foundation of FWI: it's what dis-
tinguishes our products, our relationships with customers,
and our commitments to each other. We strive to do what's
right—even when it's not popular to do so.

e Accountability. We take responsibility for our actions. We
honor our commitments, understanding that a promise
made is a promise guaranteed.

e Trust. We seek to create healthy, sustained relationships
based on trust. We create trust through open communica-
tion, treating people with respect, and living up to our
values of integrity and accountability.

both within and outside FWI were first and foremost. In fact,
as addressed later, organizational excellence and innovation
are the result of a company’s dedication to the values that
strengthen and sustain stakeholder relationships. So, in the
end, I found that I needed to look no further than the values
of integrity, accountability, and trust.

Ultimately, the FWI values statement is a constant reminder
for all of us at the company. All the stakeholders know what our
values are and what they mean. These values guide how we
work, the decisions we make, and most important, how we treat

each other and our customers. By keeping the list to its essen-
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tial components—no matter what yours may be—you create
a values statement that is memorable and lasting.

After values come an organization’s mission and vision: its
daily business and its ultimate goal. “People joined within a
company can be inspired by shared values,” writes brand strat-
egy consultant Daryl Travis. “But they can also be motivated
by shared purpose. And the two are not the same. Values relate
to ideals and principles. Purpose relates to strategy and
action.” The debate continues about whether to separate mis-
sion from vision; for me, the answer emerged from my own
defining process. While there was a distinction between our
day-to-day business and what we ultimately dreamed of
becoming, I found the two were so interconnected that it made
the most sense to combine them into one “purpose statement.”
A purpose combines the mission and vision into one state-
ment that brings a sense of the aspirational to the everyday. It
reminds stakeholders about the meaning behind their jobs—
and helps frame their daily decision making within the con-
text of a larger companywide goal.

A visionary statement leads off our purpose. In an earlier
team visioning exercise, at FWI we had focused on the impact
of what we do: by providing the highest quality unbiased news
and information to our readers, we are indeed enhancing
health care. So, when it came to formulating our purpose
statement, I placed that “ultimate impact” component front
and center. We leverage the power of information to enhance
human health. By infusing our daily mission with our larger

aspiration, that one sentence reframed and transformed the
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FWI PURPOSE STATEMENT

At FWI, we leverage the power of information to enhance
human health.

The FWI brand is a symbol of integrity, authority, and trust.
Through unequaled information products and services, our
purpose is to

+ Provide industry executives with tools to be effective, pro-
ductive, and influential—assisting them to be exceptional
managers and leaders

» Inform health care providers of innovations in medicine
and health care delivery—helping them to provide better
care for their patients

» Educate consumers and patients—empowering them to
be more in control of their health care

importance of our work for everyone in the company. Our
purpose is indeed larger than the research, writing, and edit-
ing we do on a daily basis—but it’s through these day-to-day
activities that we get there.

Next, I wanted to reinforce what our brand stood for:
integrity (of the information itself, as well as how we interact
with our customers); authority (the earned right to be experts
in health care); and trust (that our readers can trust our judg-
ment in what we report and how we report it). Finally, our
purpose needed to be in the present, actionable, and framed

by what we do for our different customers and how we impact
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their lives. This last point bears repeating: your purpose state-
ment serves no purpose if it doesn’t describe what you do for
your customers.

As important as it is for leaders to define their organiza-
tion’s values and purpose, communicating these principles and
goals in a meaningful way is even more critical. After I pre-
sented FWT’s values and purpose, I gave my employees free rein
to critique what they saw. I specifically asked them what they
felt was missing and, conversely, what they felt was out of place.
I wanted to get their perspective on whether the statements
were challenging or unrealistic. Armed with this feedback, I
went back and finalized our values and purpose statements.
The ultimate decision was mine, but by seeking the input of
my employees, [ went a long way toward creating buy-in.

After previous well-meaning attempts, this final approach
to identifying our values and purpose proved definitive. As
FWT’s leader, T drove the process and made the final call.
The values came first before all else, because, I believe, a com-
pany’s values are more important than any product it makes.
The language is actionable, inspirational, and meaningful to
everyone in the organization, be they a veteran or a new hire.
And most important, the story is unique to our company—
the values and purpose relate what we stand for, who we are,
and what we aspire to be.

Can an organization’s values and purpose change over
time? Conventional wisdom suggests that values should be
immutable—that long after its founder is gone, a company’s

original values will live on, having withstood the test of time.
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I agree with this line of thinking. But companies are not unlike
people: while values may be established early on, life experience
is their true test. Certain values may not become apparent until
a situation brings them to the forefront. Throughout its life
span, a company’s values should be revisited and reexamined.

Even if the values and purpose of an organization don’t
change over time, its strategies, structure, products, and mar-
kets should. As Jim Collins notes, “Enduring great companies
preserve their core values and purpose while their business
strategies and operating practices endlessly adapt to a chang-
ing world.”* At FWI, we know that the integrity of our infor-
mation is at our core. We have changed or expanded how we
produce and disseminate our content, who we produce con-
tent for and why, and strategies for how we profitably grow
our business in a fiercely competitive marketplace. But without
the quality and integrity of our content, we would cease to
exist as FWL

To summarize, in Accountable Organizations values and
purpose are driven by leadership—not by committee. Values
and purpose statements must be unique, meaningful, and
inspiring to the organization. Finally, the leadership must con-
tinually find ways to instill, communicate, and reinforce its
guiding principles throughout the culture, both in words and
actions. If reinforced and embraced by senior management, an
organization’s values and purpose can serve as powerful litmus
tests for all stakeholders when planning and executing, when
challenged with conflict, or when confronted with fork-in-the-

road decisions.



Purpose —~ 57

Seeing into the Future: An Exercise

About once a year, | use this simple process to engage myself
in the mind-set of a dreamer. It takes less than an hour of unin-
terrupted time. Get paper, a pencil, and a calculator (or a lap-
top) and find a comfortable spot to think about and answer the
guestions below.

1.

2.

Pick a date five to ten years in the future.

Look at your current annual revenue, and multiply that
amount by ten.

Now, let that date and revenue number transport you to the
future. Having reached this level of success, what does your
business look like? Get descriptive. How many employees do
you have? How big are your facilities? What does your prod-
uct mix look like? Who are your customers? As with any
brainstorming exercise, don't edit your thoughts. Just write
them down.

After you've finished, ask yourself the most important ques-
tion: “What did | have to do to get here?”

From the future's perspective, look back at all that has hap-
pened over the years to bring your company to its present
success. What kinds of milestones will you have passed? What
kinds of major decisions will you have made? Looking back,
what will have been your “big break”? You may choose to
plot these milestones along a timeline that spans from today
to the future date you've chosen.

You'll know that the exercise has been particularly powerful
when you see that your company's values and purpose have been
maintained—even strengthened—along the entire timeline. With
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some alterations, this exercise can be used to gain clarity in any
context, no matter where you are in an organization. For exam-
ple, say you are a product director for a $50 million brand. Give
yourself a time frame of seven years and multiply by ten. First, you
may find the entire market for your product today is only
$200 million. How do you get to $500 million? Should you grow
the market? Do you need a line extension? How much share can
you grab from competitors? Can you market your product glob-
ally? Whatever your situation, find a way to set the future, cre-
ate the multiple, describe that future reality, and then look at the
steps that got you there. In this particular example, when you're
typically focused tactically on annual plans and making your
qguarterly numbers, you will be surprised at how “thinking big"”
changes your perspective.

If you find yourself stuck when it comes to envisioning your future,
throw out the money aspect. A friend of mine once had me pull
out a piece of paper and sketch out my ideal organizational struc-
ture two to three years in the future, with money as no object.
Specific names were not important, just general ideas of groups,
departments, leaders. At the end of the exercise, | had in front of
me a structure that had far more breadth and depth than | would
have constructed hire-by-hire going forward. With this aspirational
structure in front of me, | could then go back and see who the next
hires would be within a larger strategy.

Exercises like these can help spark your creativity. Even if you
don't consider yourself a visionary, you have the ability to paint
an inspiring picture of your organization’s future success. Consider
using this kind of exercise every year as you go through your plan-
ning process.
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Testing Clarity: When It Means
Walking Away from Money

Defining your values and purpose, while challenging, is the
easy part. One of the true challenges is when money is on
the line. I encountered this test early on in FWT’s history. As
related earlier, fearing for my company’s very existence, I took
on a project when I had no business doing so. The episode
resulted in no financial gain and a damaged relationship to
boot. It was a good lesson, though, and one of the key reasons
FWT has continued to thrive.

A significant portion of our business consists of providing
physicians with the latest research and product news affecting
their specialty. Physicians don’t pay to receive these updates;
rather, they are funded through contracts we have with health
care companies. Though they’re writing the checks, the com-
panies we contract with relinquish editorial control. They pay
us to deliver true educational value to physicians—not to be a
mouthpiece for their marketing departments. How do we get
for-profit companies to go along with this?

Like everyone else, physicians are skeptical. They have
become trained to look for the angle, the pitch. However, what
they receive from us are objective, unbiased updates about
what’s going on in their specialty. Even though the sponsoring
company is clearly identified, it’s just as clear that what’s being
communicated is news the physician can use. Sometimes what’s

making the news isn’t flattering to the sponsoring company’s
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drug. Sometimes the news involves competing drugs. We report
it all as objectively and accurately as possible.

Time-strapped physicians appreciate how these updates
help them stay abreast of what’s happening in their specialties:
groundbreaking research, health policy developments, actions
by the Food and Drug Administration. They appreciate the
quality of the editorial direction and writing. But above all,
they appreciate that a health care company (often pharma-
ceuticals) would have the insight and intellectual honesty to
sponsor such a service. The approach that FWI takes in help-
ing health care companies support physicians is focused on
building trust. In our opinion, there is no better way to build
a brand.

It can be a tough sell. First and foremost, the job of mar-
keters is to increase sales of their product; it makes sense that
they’d instinctively want to control the messaging associated
with their product. With our services, that message is subtle: it’s
one of trust, born of the sponsoring company’s desire to help
physicians do their job better—even if it means letting them
know that a competitor’s drug has value, too. Similarly, FWI’s
partnerships with its sponsoring companies are founded on
trust. These relationships take time to cultivate—sometimes
years. We have to earn our partners’ business by proving our
trustworthiness and commitment to quality.

If we abandoned that differentiating factor, we’d be throw-
ing our hat into the ring with thousands of other companies

that promise their clients flat-out messaging—pure advertis-
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ing without the goal of developing trust-based relationships.
As a former pharmaceutical marketer myself, I know there is
a place for this kind of promotion. However, by clinging to our
objectivity, FWI offers companies the opportunity to provide
physicians with something truly special: differentiated value
based on objective information and trust.

Bottom line: If we didn’t walk away from contracts that
would compromise our objectivity, we’'d lose our edge. We'd
lose what differentiated us as a valued partner both to the
health care industry and to physicians. We’'d throw away what
got us to being able to say no in the first place.

Integrity is a challenge not only to attain, but also to main-
tain. It means sticking to your guns and turning down busi-
ness that would compromise your organization’s values and
purpose. Companies that don’t know how to say no will find
it difficult to earn trust—after all, how can customers trust a

company when they don’t know what it stands for?

From Plan to Action

Accountable Organizations are clear about who they are and
what they aspire to achieve. Gaining clarity means setting the
parameters for accountable decision making: choices are made
based on what your company believes in, not what sounds
good at the time. Similarly, once defined, values and purpose
set the stage for creating a meaningful strategic plan, which is

discussed in chapter 5.
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1.

BUILDING THE
ACCOUNTABLE ORGANIZATION

Evaluate your company's current values, mission, and
vision (or purpose) statements.

+ How well do these statements characterize the mean-
ing behind your organization's existence? Do they
inspire you?

« Are they specific to your company, or could they
describe any company?

« What is the level of awareness and understanding within
your organization regarding these statements? How
are your values and purpose reinforced throughout the
company?

. Do your answers indicate a need to better communicate

your company's values and purpose? Or, do you see a
need to reevaluate your organizational values and pur-
pose? If so, what strategies can you identify for prompt-
ing change?

. Consider your own personal values and purpose. Are they

consistent with those of your organization? If not, how
do you reconcile the difference—or can you?



CHAPTER FIVE

EXECUTION
Implementing Strategy with
Commitment and Discipline

Identifying your values and purpose is the essential first step
in building an Accountable Organization. Once defined, they
shouldn’t languish on a plaque—they must be integrated into
the next critical step: strategic planning. You need a plan that

works and the ability to work the plan.

A Road Map for Clarity and Accountability

A rigorous planning process that is in tune with your values
and purpose allows all stakeholders to remain focused on their
core business. Accountable Organizations require a consistent
process and methodology for execution; without it, companies

jump from initiative to initiative, appearing unfocused to both
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customers and employees. Aside from the obvious short-term
costs associated with missed opportunities, failed projects, and
inefficient implementation, companies without focus will
struggle with accountability and trust. Management consul-

tant Robert Shaw observes,

If an organization’s strategic focus and business priori-
ties constantly change, it will never earn the trust of
those who work either within the organization or with
it. Leaders should take note: They too must keep their
strategic focus and business priorities steady in order to
be trusted. When organizations and their leaders seek
results at any cost, the trust they need for long term

financial performance will be eroded.’

The sequential logic in effective planning is the same at
most companies: assessing the current state of business (situ-
ation analysis), determining your obstacles and opportunities,
then breaking down the steps to achieving the plan (strategies,
tactics, actions). A strong strategic plan serves as the ultimate
frame of reference, the common measuring stick for everyone
in your organization. It allows the company’s activities to be
compared against its values, thus upholding integrity.

One innovative approach to strategic planning is described
by Gordon Shaw, Robert Brown, and Philip Bromily in an
influential article for the Harvard Business Review. The
authors report how storytelling has been integrated into plan-
ning at various parts of 3M, resulting in what is called “strate-

gic narratives”—"“not only to clarify the thinking behind their
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plans but also to capture the imagination and the excitement
of the people in their organizations.”

As the article points out, strategic narratives allow for eas-
ier detection of leaps of faith and logic, allowing for quicker
remedies. Each plan is unmistakably specific to its company.
And most important, the story that the narrative strategy tells—
complete with setting, dramatic conflict, and resolution—truly
inspires the reader. Where bullets leave empty gaps, a strategic
narrative fleshes out relationships. Its authors and readers have
a personal stake in its story, for they are among its cast of char-

acters. Shaw and his coauthors conclude,

A well-written narrative strategy that shows a difficult
situation and an innovative solution leading to
improved market share can be galvanizing—and it is
certainly more engaging than a bulleted mandate to
“increase market share by 5%.” When people can locate
themselves in the story, their sense of commitment and
involvement is enhanced. By conveying a powerful
impression of the process of winning, narrative plans can

motivate and mobilize an entire organization.’

One further point on strategic narratives: It’s said that
short stories are the most difficult to write—the format
requires precision and economy of language. However, a well-
crafted short story can be more compelling than a rambling
full-length novel. I believe the same is true when it comes to
writing a strategic narrative: precision and economy are

important. If you can’t limit your narrative to ten or fifteen
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pages, you've probably littered it with clutter and cloudy
thinking. Once you have the narrative completed, you can
summarize its vital components for quick reference and track-
ing progress.

Whatever your approach, your strategic plan needs buy-
in from all members of the organization to be meaningful.
This is a common challenge for companies, particularly large
ones. While your organization may be masterful at planning,
it may not be as effective at execution. At FWI, we’ve incor-
porated our annual goals and objectives and our values and
purpose statements on a single page. Every employee has a
copy of our strategic plan and receives a monthly update on
our progress. Communication is vital in turning the strategic
plan into reality, but it’s not enough. To successfully imple-
ment your plan, you must also gain the commitment of

everyone it relies on.

Internal Commitment

After you have determined your objective and strategies, it’s
important to get your constituents involved in putting together
the execution elements of your plan. Encourage your employ-
ees to be involved in a collaborative process of setting meas-
urable tactics and actions. Recalling an executive’s insight from
chapter 2, it’s a mistake to hand down these portions of the
plan from atop the mountain: “You can invite [accountabil-
ity], but I don’t think you can impose it on somebody. .. and

if you believe you can, then I think you’re setting up a situa-
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tion for failure.” Moreover, these people have the first-hand
knowledge and in-the-trenches insight that get the job done.

Managers have always asked themselves, “How do I get my
people committed to producing results?” We can say we’re
accountable for what we do, but do we really believe it? As
Harvard professor Chris Argyris argues, to be fully account-
able, employees need to be internally committed to achieving
the results. As his wording implies, this means the drive is
coming from within the individual: “Internal commitment is
created when individuals have significant influence on defining
the goals to be achieved and the paths required to achieve
them, when the goals represent a significant (but not insur-
mountable) challenge, and when all these are related to the
central values and the needs of the individual.”* In other
words, people need to be a part of the process, and what
they’re working on must be meaningful to them. More often
than not, however, managers get external commitment from

employees. The difference, says Argyris, is that

when someone else defines objectives, goals, and
the steps to be taken to reach them, whatever commit-
ment exists will be external. . . . Internal commitment
is different. It requires not the acquiescence, but the
participation of employees in defining both goals and
performance standards.”

If what you want is internally committed employees who
are fully accountable for their actions—in other words, if you

want breakthrough results—don’t pay lip service to buy-in. In
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fact, when companies thrust accountability onto employees,
results are marginal at best. This final point from Argyris is

worth repeating at length (emphasis mine):

Difficulties commonly arise when managers espouse
values and actions consistent with [internal commit-
ment] but implement programs, that are, in fact,
consistent with [external commitment]. The inner con-
tradiction comes alive largely when implementation
efforts begin. Managed poorly, such contradictions can
rip an organization apart. Ironically, what often pre-
vents a blowup is that employees learn to live with the
inconsistencies by quietly distancing themselves from
feeling responsible for continually energizing the pro-
grams. This may prevent disaster, but it sacrifices the

upside potential of a fully engaged cohort of employees.

No wonder so many reenergizing initiatives have proven
disappointing. Notwithstanding the rhetoric of internal
commitment, the lower one looks in an organization
undergoing reengineering, the more conditions are consis-
tent with external commitment. This is, no doubt, an
important part of the reason why such processes have had,
at best, limited positive consequences and, more often, have

decreased management’s credibility.®

If employees are “quietly distancing themselves from feel-
ing responsible,” you've got an accountability problem. No

matter what the management rhetoric, people will lose inter-
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est in the tasks at hand if they didn’t play a role in defining
them. As initiatives sputter and die time and again, employees
will assuredly lose trust in the leadership of an organization.

Argyris’s point about commitment provides a word of
warning to those who read this book, find the concepts useful,
and go back to their organization ready to “implement” the
processes described. Even if you are in a leadership position,
you can’t walk in the door and cram accountability down peo-
ple’s throats. In implementing any organizational change—as
with the goal-setting process—you need to build credibility
and buy-in at a grass-roots level. It takes time.

What’s crucial—and worth repeating, since it’s so often
forgotten—is the collaborative nature of the execution part of
planning. Only with collaboration will you earn full, internal
commitment and accountability from your employees, a pri-

mary tenet of the Accountable Organization.

Practice Like You Play

I have a good friend who has played on the professional
women’s tennis tour. I've always wondered, what’s the differ-
ence that makes the difference? What separates the number
one tennis player in the world from number ten, from num-
ber one hundred, and then, from a club pro? The first time I
played tennis with my friend, I noticed that during her warm-
up she was running down every ball. I mean, every ball, no
matter where I hit it. After watching her chase my stray shots

for ten minutes, I had to ask the question: Why? “I hate to let
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the ball get past me,” she replied. At some point, probably as a
child, she had learned that every ball counts—whether it’s
game day or not.

One of the managers on my executive team coaches little
league baseball. He’ll often bring up gems from how he
coaches his kids, and invariably there is some application to
business management. “Practice like you play,” he once said,
having recently watched a few of our salespeople—who are
naturally great on their feet—turn in a shoddy performance
at an important internal meeting. Rambling through their pre-
sentations, unprepared, it was if they were telling the rest of
us, “So what? We only turn up the juice when it matters.”

I don’t mean to pick on my salespeople, but it does matter.
In my former job, I wouldn’t dare get up in front of my col-
leagues without being totally prepared. As far as I was con-
cerned, it was game day every day; things haven’t changed in
my role at FWI. At that meeting, part of what I was seeing was
a lack of internal commitment. The sales team hadn’t bought
into the process; they didn’t understand the importance and
so they winged it.

Moreover, they had forgotten that, as the saying goes, how
you do anything is how you do everything. In other words,
they forgot that last, crucial element of effective execution: dis-
cipline. After strategy and internal commitment, finally there is
the personal work ethic. Like integrity, it’s something we can
spot in other people, and something we admire. If you’ve got

it, you have a leg up in this world. If you don’t, you might ask
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yourself why—and take a hard look at how it’s holding you

back from realizing your potential.

Leadership: Navigating the
Accountable Organization

As we have seen, leaders set the vision and purpose for
Accountable Organizations. They direct the strategic planning
and encourage internal commitment among employees. CEOs
in particular are the ones who are ultimately accountable for
an organization’s success or failure. But they also have a cru-
cial role in building trust. Chapter 6 discusses how the many
roles that CEOs play affect trust, and provide some practical
advice for emerging leaders of—and within—Accountable

Organizations.
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1.

BUILDING THE
ACCOUNTABLE ORGANIZATION

Consider the strategic narrative approach to planning
and create a one-page “story” about your company.
Illustrate your history, the people, your products, your
competitive space, and your business strategy. Describe
your critical success factors for the next twelve months.
Based on your narrative, have you discovered any “red
flags"” that need immediate attention? Share your narra-
tive with colleagues and elicit feedback.

. Many companies undergo a rigorous planning process

but find it difficult to execute those plans. At your own
firm, what are the biggest barriers to implementation?
Are there certain initiatives that falter year after year, and
if so, why?

. Do the members of your work group or team seek inter-

nal commitment on projects? If so, what are the processes
you use to gain buy-in? What other ways can you think
of to increase internal commitment among subordinates,
colleagues, and superiors?



CHAPTER SIX

LEADERSHIP
Navigating Context,
Fulfilling Many Roles

Lee Tacocca was the first CEO in recent times to be interna-
tionally recognized for his leadership, grace, and guts. He was
able to pull Chrysler from the brink of death, taking his
charisma to Washington and successfully selling Congress on
a government-backed bailout. He improved quality at a time
when American cars were the butt of many jokes. In the end,
Tacocca was synonymous with the Chrysler brand. His fight for
the company’s survival brought him unprecedented media
attention, and his style won over many Americans. His book
Iacocca: An Autobiography became a best-seller. A new kind of

American icon—the celebrity CEO—was born.
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The Celebrity CEO

In his book Searching for a Corporate Savior, Harvard Business
School professor Rakesh Khurana talks about the emergence
of the charismatic CEO:

The new corporate leadership that began emerging in the
1980s was in many ways a throwback to the swashbuck-
ling Robber Barons of the late nineteenth century. This
group, however, tended to be more public-relations savvy
and psychologically attuned to the zeitgeist, thus avoid-
ing being vilified as the Robber Barons had been. . . .
These new members of the business elite were no longer
defined as professional managers but instead as leaders,
whose ability to lead consisted in their personal charac-

teristics or, more simply, their charisma.'

The stock market boom of the late 1990s—and particu-
larly the dot-com phenomenon—further perpetuated the
celebrity CEO culture. The new high-profile leaders tended to
be from technology-related companies: Bill Gates of Microsoft,
Steve Jobs of Apple and Pixar, Lou Gerstner of IBM, Michael
Dell of Dell Computer, Carly Fiorina of Hewlett-Packard, Jeft
Bezos of Amazon, and Larry Ellison of Oracle, among others.
With the democratization of the stock market and skyrocket-
ing share prices, the public fawned over these charismatic new
masters of the universe.

According to economist Robert Shiller, management in

the 1990s was about boosting share price above all else, due in
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large part to the emerging power of the institutional investor.
CEOs were given strong incentives to keep that focus, includ-

ing stock options. Shiller comments,

This new selection and incentive method for top man-
agement is a grand social experiment that turned
managers into market manipulators, shifting their focus
towards acting out phony new-paradigm fantasies,
boosting the market price at the expense of real funda-

mental value, and even occasionally fudging earnings.’

One could say, then, that CEOs of public companies in
those years were paid handsomely to spin the market for the
benefit of shareholders. But to be fair, perhaps we were happy
to be spun as long as we were watching our retirement funds
grow. Perhaps we weren’t being completely honest, then, when
we claimed to be shocked by the scandals in corporate
America—CEOs talking up company stock to employees while
discreetly dumping it themselves, disgraced executives taking
the Fifth, massaged numbers, massive bankruptcies. Rather
than ask probing questions and possibly discover that the
emperor had no clothes, we wanted to believe in the “new-
paradigm fantasies.”

Of course, there are charismatic CEOs who have been truly
successful in leading their organizations. The turnaround sto-
ries of Gerstner at IBM and Jobs at Apple are indeed inspiring
tales of effective leadership. But countless other charismatic
CEOs have proven to be ineffective—and at their worst, self-

interested and unethical. As stakeholders in Accountable
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Organizations, we must demand more from our leadership than

a winning smile and an ability to manage a press conference.

What Does It Mean to Be a Leader?

Recently, a simple Google search on “leadership” yielded
11.7 million Web destinations; refining the search to “lead-
ership in business” narrowed the number down to a mere
3.9 million. Moving on to Amazon.com, I found 12,694
books on leadership for sale and about half as many books
on leadership in business.

The numbers speak for themselves—we are obsessed with
finding out what it means to be an effective leader. Leadership
is the single most written-about topic in business. It dominates
books about history and politics. Every day, leaders are analyzed,
prodded, lambasted, and occasionally praised by the media.
Over the years, I've seen effective leadership described as an art
as well as a science, as Machiavellian, as being a servant of the
people, as charismatic, as pragmatic, as primal, as quiet. The
bookshelves overflow with leadership fables, leadership
primers, leadership laws, even one-minute leadership guides.

I'll admit, the prospect of writing this chapter was daunting.
So much has been written on leadership—what could I possi-
bly add that hasn’t already been written? Consider what some

of the best business thinkers have contributed on the topic:

Warren Bennis: “[Leaders] know who they are, what their
strengths and weaknesses are, and how to fully deploy

their strengths and compensate for their weaknesses. They
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also know what they want, why they want it, and how to
communicate what they want to others, in order to achieve

23

their goals.

Daniel Goleman: “Great leaders move us. They ignite our
passion and inspire the best in us. When we try to explain
why they are so effective, we speak of strategy, vision, or pow-
erful ideas. But the reality is much more primal: Great lead-

ership works through the emotions.”

Peter Senge: “[What distinguishes leaders] is the clarity and
persuasiveness of their ideas, the depth of their commitment,
and their openness to continually learning more. They do not
‘have the answer.” But they do instill confidence in those
around them that together, ‘we can learn whatever we need

305

to learn in order to achieve the results we truly desire.

By definition, a leader is someone who has followers. We
all know it’s this simple, and that’s part of the reason why lead-
ership is so fascinating. Leadership strikes at our desire for
power—but not necessarily power as it relates to competi-
tion. Power can also be about influence, about making a dif-
ference. We are social creatures, and we want to leave our
mark. We all want the power to impact others, and the best
way is to influence the societies we move within—to get the
attention of those around us and move them to action.

After reading scores of books, after heading up my own
company, after mentoring and coaching other CEOs, and after

attending more than my share of seminars, I do know this:
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There isn’t one “right way” of leading an Accountable Organiza-
tion. It depends on who you are as a person. It depends on the
people you're leading—who they are and how many there are
of them. In other words, your effectiveness as a leader—both
in inspiring action and building trust—largely depends on how

you navigate context.

An Early Lesson in Leadership

At an early age, I was intrigued by what made a person
successful—what defined a “winner.” However, I didn’t truly
understand what it meant to be a leader, not until I reached
college. Having played competitive tennis for years, I arrived
at Knox College my freshman year cocky and ready to rule the
team. I thought no one could beat me, and the first few weeks
of preseason practice proved me right. In my mind, there was
no doubt: based on my skills, I was the best player on the team.

Yet when it came time to elect the team captain, I wasn’t
the one they chose. Instead, the team elected my friend Chris.
And when the season opened, I found myself in the number
two singles spot—not number one. I was confused, wonder-
ing if somehow I didn’t understand how college tennis worked.
My coach sat me down for a talk. “John,” he said, “being cap-
tain of the team is a leadership position, as is being our num-
ber one singles player. In order to be captain of this team, you
need to be a leader off the court as well as on it. Right now, I

see that you’re neither”



Leadership —~ 79

I was furious. What was he talking about? I thought, if
you're the best, you play number one. Besides, how was I not
leading on court? Leading meant winning, which I had proven
I knew how to do. As far as my off-court behavior was con-
cerned, that was none of his business.

Of course, the story of my off-court behavior that first
year in college was typical. Fall term was such a disaster that I
nearly flunked out. By the time tennis season rolled around
that spring and “freshmanitis” had run its course, I had
straightened up my act off-court, but my on-court behavior
left much to be desired. I swore, threw my racquet, and on the
sidelines didn’t do much to support my team members. I
showed no reverence for the seniors on the team, believing
I could drill them in my sleep. Looking back, 'm ashamed of
my arrogance.

Fortunately, not long into the season I finally got the mes-
sage. I was digging myself out of a hole in a long, three-set
match. I'd come from behind after losing the first set, and was
trailing in the third. The points were long. My opponent
refused to miss; I was earning my points only by hitting out-
right winners after long, tiring rallies. I was the last of my team
on court—everyone else had finished their matches long ago.

I was so in the zone of the match that it took a while
before I noticed: none of my teammates were there on the
sidelines. Some were eating sandwiches in the van, others were
cracking jokes by the concession stand. At 4-4 in the third set,

there wasn’t a single player from my team behind the fence
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supporting me. On the other hand, it appeared that virtually
every player from my opponent’s team was there watching, as
was their coach. No wonder I hadn’t heard any cheers when I
won a point.

Finally, I won the match. Exhausted, I sat down on the
court with a towel over my head, dousing myself with cold
water. Maybe it was the emotional roller coaster of a long
match. More likely, it was the realization that my teammates
couldn’t stand me. I cried into my towel.

That day, after I finished feeling sorry for myself, I made
the decision to change. The only way I would earn the right
to be a team leader was to start acting like one—by showing
respect and earning my teammates’ trust. It didn’t happen
overnight, but I learned to do what my instincts told me was
right. I did my best to support my teammates in practice and
in competition. I cleaned up my language and avoided rude
behavior on court. I considered myself a representative of
both my team and school, whether we were competing at
home or away.

About midseason, my coach played me at the number
one spot—and for nearly every match from that point on,
that’s where I remained for the rest of my college career. I
finally understood that leadership is not just defined by com-
petition, but also—and often more important—>by respect-
ing others and earning their trust. Pure skill isn’t enough . ..
If you want to lead, you must provide people with a com-

pelling reason to follow.
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The CEO and the Accountable Organization

That lesson in leadership has stayed with me ever since,
through graduate school, jobs in corporate America, starting
and growing my own company. Through these experiences,
I’ve discovered that effective leaders understand the many
different roles they play within their organization. Even
though their styles may differ, effective leaders understand
how these roles uniquely affect their ability to inspire action
and build trust.

So, as you read the following sections, think about how
you approach these different roles. Which come naturally,
and which do you struggle with? Which would you rather for-
get? While I discuss these roles from a CEO’s perspective—and
include specific recommendations for the chief executive—how
you tackle the underlying issues will shape your effectiveness as

a leader no matter where you are in the company’s hierarchy.

The Humanitarian

CEOs make decisions with the collective interest of their
organization at heart. That means people matter—they deserve
an environment in which they are treated with dignity and
respect. The people in an organization aren’t just tools to get
work done; they’re not pieces on a chessboard to be played
off one another. A company is the collective endeavor of
people—without them, the computers and machinery stand

idle and the business plans gather dust. The same is true for
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manufacturing firms, telecommunications providers, and any
other business one can think of. As trite as it may sound, while
the direction and strategy may come from above, it’s the
employees’ passion and commitment that produce a superior
product or service.

Because of this, the position of chief executive officer car-
ries with it an enormous humanitarian responsibility. Profits
cannot be put ahead of people. I believe that CEOs have a
moral imperative to remember that their decisions affect the
lives of everyone in the organization, and their families as well.
As someone described it to me, “Great leaders view themselves
as stewards. Great leaders see themselves as being in service to
the people they lead” At a very fundamental level, this genuine
sense of humility, compassion, responsibility, and respect for
others inspires people’s trust. As I look back to my freshman
year in college, I had lacked all these virtues as an aspiring
team leader.

But this responsibility also often places leaders in a diffi-
cult position, where the choice is between the lesser of two
evils. Harvard Business School professor Joseph Badaracco
calls these decisions “defining moments.”® Consider this exam-
ple: One of your product lines is so unprofitable that it’s driv-
ing the company into the ground. You have made the decision
to eliminate the product line, and with it, you’ll be laying
off four hundred people at the first of the year. It’s now just
after Thanksgiving, and you haven’t yet made the announce-
ment, because your board has advised you to wait until after

the holidays—a premature announcement would affect
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vendor orders for your other product lines in the coming year.
You are approached at the holiday party by one of the people
on the production line who had heard a rumor about the
product being killed and is concerned about what to spend for
this year’s Christmas gifts. What do you do?

This situation represents a common dilemma that man-
agers and leaders face. It also manifests itself in situations
among colleagues. As Badaracco says, it’s a choice between
“right” and “right.” Should you tell the employee the truth, so
that he can responsibly budget for the holidays? Absolutely.
Do you have a responsibility to the organization and its
stakeholders to remain quiet, as a premature release of the
news would negatively affect sales companywide? Definitely.
Because people are involved, your role as humanitarian
requires that you don’t make these choices lightly. They are,
indeed, your defining moments as a leader. Ultimately, right
vs. right decisions are a test of the leader’s integrity: they
require a careful deliberation of the facts, considering of
underlying moral principles and values, acting in accordance
with those principles, and communicating the decision in a

meaningful way.

The Sage

A leader must also be a sage: a coach, a teacher-learner, a men-
tor. All of these elements are related, yet they require different
approaches to helping others achieve understanding and reach

their goals. As the coach—an overused sports metaphor that
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nonetheless continues to stand the test of time—you’re the
head of the team, making decisions, charting strategy, getting
the most out of every player. As a teacher-learner, you have a
wealth of experience and knowledge to share with others; you
also seek to learn from everyone else, as they have different
skills, experience, and expertise than you do. Finally, as a men-
tor, you nurture others at their own pace, helping them be the
best they can be. In all these roles, you earn trust by willingly
giving of yourself to help others advance.

Early on in my career I was lucky enough to have a great
mentor who immediately asked me, “What’s going to be your
first victory? How I can help you get there?” I learned so
much from this person, and indeed achieved my first “vic-
tory” with his help. This idea has stuck with me to this day:
Make sure that you mentor new employees in a manner that
allows them to complete a project of notoriety, an accom-
plishment that boosts their confidence right away. It sets peo-
ple off on the right foot. Then, help people build on their
victories. In addition to helping others move ahead, you are
fulfilling a responsibility to the wider organization to create
its future leaders. Without coaching, teaching, and mentoring,
you leave the cultivation of the organization’s internal leader-
ship to chance.

Of course, there is another aspect to being a sage, embod-
ied in the image of the wise old person on top of the moun-
tain, the one to whom others come for counsel. You won’t
immediately have all the answers—and that’s all right. Trust is

earned by your willingness to carefully consider and deliber-
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ate on a problem until you come to an answer. It’s earned by
understanding that, as CEO, your opinion carries dispropor-
tionate weight in the organization—indeed, it may be the final
word in a dispute. So, earn trust through impartiality and hon-

est deliberation.

The Deal Maker

Former CEO and executive coach Walt Sutton puts it this way:
One of the functions of the CEO is “to navigate the rivers of

»7

cash.”” That means evaluating all the deals in front of you and
deciding which ones to greenlight and which ones to take a
pass on. Remember Iacocca marching off to Washington to
put together the deal of the century, the one that would liter-
ally save his company? It’s possible you may find yourself star-
ing down a deal that will be the making of your company.
Most of the time, however, the deals you evaluate will repre-
sent a wide range of opportunities: strategic alliances, part-
nerships, new products.

I absolutely support a culture of innovation at FWI. But
truth be told, most of our product ideas come from the cus-
tomers themselves. And that’s not a bad thing—it’s a great
thing. By my definition, marketing means figuring out what
the customer needs and wants, and then satisfying that need
or desire better than anyone else. Conducting product devel-
opment in a vacuum is a big mistake. Having customers influ-
ence your product development efforts is crucial to staying in

tune with market needs.
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And this is why you need to stay in front of customers—
that you continue to earn their trust—even if you're the CEO,
and even if you’re not serving customers day to day. It’s been
said that when Lou Gerstner started at IBM, the first thing he
did was get on an airplane. Where was he going? To see the
CEO of each major account. He was on a mission to learn
what his customers wanted from IBM, which at the time was
apparently not what they were getting. The visits also carried
an underlying message: The buck stopped with Lou.

While I don’t directly manage accounts anymore, I still
visit customers, listening to their ideas and offering myself as
a resource to solve problems and identify opportunities. I let
our clients know that I'm there, and ultimately they can trust
that the buck stops with me.

The Risk Taker

Chapter 9 is dedicated to the topic of risk, so here I will be brief.
Nonetheless, it’s important to emphasize that, as CEO, your
role as chief risk taker is crucial to your company’s survival.
However, it can be a difficult role to embrace. Sales are up,
profits are up, and your bonus is up—so why rock the boat?
Or you may be facing the opposite situation, telling yourself,
“T can’t afford to take risks with net income down 10 percent!”
Maybe you’re somewhere in the middle—your profits climb a
predictable 3 percent a year no matter what you do. Or maybe
it has little to do with how your company is doing—you’re at

the pinnacle of your career and are content with collecting a
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paycheck and playing golf four times a week. That’s under-
standable . . . you worked for it, right? Now, why don’t you
just quit right now and do your company a favor?

CEOs are paid to take risks. Educated and responsible
risks, yes, but risks nonetheless. As you set the vision and make
the deals, be conscientious, keeping in mind that your people
are counting on you. But don’t let the weight of responsibility
cow you into risk avoidance.

Similarly, part of the CEO’s role as risk taker is played out
within the organization—by making changes in order to keep
your people fresh, motivated, and productive. How you
approach this role greatly influences buy-in and trust. Consider
the response inspired by the typical announcement that a com-
pany is “embarking on a new era,” and that employees should
“be prepared for some big changes on the horizon.” Look out
at the audience and what do you see? The ones who are still
there are frozen in their chairs, staring back with terror in their
eyes. Why? People fear change; they fear the unknown.

When seeking to create buy-in as you effect change, why not
reframe the process as “experimentation”? Next time you want
to do something differently, tell your team that you are about to
experiment with a new idea. Watch the look of anticipation on
their faces. You'll have an audience of curious learners, ready to
roll up their sleeves and try something new. It’s necessary to
“shock the system” every once in a while, to get people to think
differently. If you get them on board up front, it will be much
easier to take the risk—and make your next breakthrough.

When was the last time you shocked your system?
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The Manager

When I think of manager in the traditional sense, I think
technician—they’re the ones who are experts in planning,
analysis, measurement of outcomes, and control. Meanwhile,
the word leader has come to embody an elusive inspirational
quality—Tleaders are the ones who move people. Nonetheless,
leaders can learn a great deal from effective managers. As head
of an organization, it’s vital to understand how to manage peo-
ple as well as motivate them, because managerial competence
is a powerful way to earn trust.

In my own case, when it comes to management I'm as
good a generalist as any, having a solid understanding of mar-
keting, finance, and operations. It’s also true that everyone at
FWI is better at their job than I would be; you wouldn’t want
me putting together the company’s tax return. But I know
enough about the functional areas of the business not to be
scared to read a financial report, and I know enough to man-
age by exception. Most of the time I know what to look for,
and since the buck indeed does stop with me, I’d better pay
attention to the details.

This isn’t only true for small companies. At IBM, Lou
Gerstner was good on his feet, he was a visionary, and he cared
about the people in his company. But he also was a highly
competent technician. Bill Gates still reviews lines of code. It’s
not enough to have charisma. Great CEOs act like managers—
they roll up their sleeves and get their hands dirty. They get

involved.
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Being involved takes keen observation. If you're the CEO,
you can’t rely solely on information that comes to you through
the traditional channels: meetings, e-mail, reports, even casual
conversations. Why? Because people hate to deliver disappoint-
ing results to supervisors, no matter how graciously those super-
visors take the news. On the other hand, people may overstate
their victories. Of course, these concerns lessen as trust within
an organization increases, but it is just human nature to want
to present the best picture to one’s boss.

Finally, part of the role of manager entails orchestrating
a steady improvement in performance. The quality of most
rank-and-file employees, managers, and executives will cycle
in an up-and-down fashion. It’s rare that the stellar performer
can maintain that high level of excellence day in and day
out. Nonetheless, when looking at performance growth
conceptually—whether it’s a person’s technical competence or
emotional competence—what you're looking for is something
akin to the Dow Jones Industrial Average over a long period
of time. Sure, there will be some bumps in the road, maybe
even a recession from time to time, but the graph continues to
trend upward. Your job as a manager is to minimize the peaks
and valleys. You're looking for steady, predictable growth.

The reason for managing the troughs is intuitive, but why
manage the peaks? To avoid burnout. Your star performers are
most susceptible to this, being so achievement oriented that
they work around the clock—until they get burned out and
crash, that is. As much as you monitor for dips in your team’s

performance, pay equally close attention to the stars. When a
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star is burned out, it doesn’t give off any heat. Keep your stars

healthy and shining.

The Motivator

“I think leaders need to appreciate the context of the broader
relationship system,” says David Wolfenden, a leadership coach

and executive at DMB, a real estate development company.

As a leader, you have less latitude to publicly walk up
and start talking to somebody in an irritated voice than
someone else might—not because it’s inherently wrong,
but because the context of leadership requires you to be
more compassionate and sensitive to the broader rela-
tionship system in which the conversation occurs, which
includes the past, present, and future.®

In other words, as a leader you can’t afford to let your dis-
temper get the best of you, because the people who surround
you will take on your disposition like mood rings. You cannot
escape from this reality, but you can use it to your organization’s
advantage. CEOs can motivate employees in ways that no one
else can. At FWI, if I'm positive and upbeat, so are those around
me. While that may be a known psychological phenomenon
about humans in general—enthusiasm is contagious—it’s
especially true when it comes from the CEO.

What about integrity, you say? If youre in a bad mood and
you put on a false front, isn’t that less than honest? Well, yes;

if you walk around with a silly grin all day, every day, people
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will wonder if it’s time to have you taken away. Or, at the least,
they’ll become distrustful of your demeanor. I'm not talking
about constantly masking your emotions. People like to know
that their CEO is human as well. But one of the hallmarks of
“emotionally intelligent” leaders is their ability to understand
how their emotions affect others and to manage those emotions
appropriately.” It’s fine if you have a bad day. Just don’t make
it a habit, and be acutely aware of the effect that your moods
have on others. Your enthusiasm pays dividends down the line.

Ask yourself: Why did you take the job of CEO in the first
place? Maybe you're like me—you founded the place. Maybe
you were hired or promoted to the job. It really doesn’t matter
how you got there, but as the chief motivator, you've got to have
passion for what you do and what your company does. If you've
lost your passion, figure out a way to get it back, and quickly.
Indifference is as contagious as enthusiasm, and the last thing

you need is a company full of people who just don’t care.

The Visionary

The “vision thing” is so obvious I hesitate to mention it—it’s
what many CEOs consider to be their only role. But for every
visionary CEO I've met, there are two who haven’t an idea as
to where they’re headed. And that’s unfortunate, because
defining the company’s vision is the one role that the leader
absolutely cannot delegate.

There have been times during my tenure when the future

looked uncertain, such as during FWT’s rebranding. Yet that
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process has helped me to establish a clear vision for the com-
pany. I went back and revisited our roots; I talked to cus-
tomers; I talked to people who had looked at our product but
hadn’t purchased, and asked why; I held internal focus groups;
and I hired a branding agency for guidance. I asked for
employees’ input. But the final call—the decision about what
and who we would aspire to be—was up to me.

Again, some CEOs believe in determining their com-
pany’s vision by committee, because they want buy-in from
their employees. It’s their company, too, they say, so everyone
should have their stamp on it. It’s an admirable sentiment. I,
too, believe in getting buy-in from employees and asking for
their opinions. However, when you get too large a group of
people together expressly to create a statement of vision (or
values, or purpose, or mission), you end up with something
that’s less than inspirational. Having been stretched to accom-
modate everyone’s stamp, the statement eventually becomes
meaningless.

I don’t mean to dissuade you from soliciting input from
your employees. By all means—talk with them, listen to their
varied perspectives on what the company means to them. I
certainly did and always will. But when it comes to finalizing
your company’s defining statements, the ultimate decision
is yours. Make these statements meaningful, powerful, and
easy to remember. Then consistently communicate them to all
your company’s employees, whether they number fifty or fifty
thousand. Of course, this isn’t an easy task, even within smaller

organizations. However, it is possible to clearly define your
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organization’s values and purpose for employees and consis-
tently reinforce them in creative and memorable ways.

In short, effective CEOs know where they’re taking their
company. They make their vision memorable, and communi-

cate it with passion.

The Communicator

Ronald Reagan was known as “The Great Communicator.”
Martin Luther King Jr’s oratory is legendary. These leaders
could electrify their audiences, not only with their words but
also their commanding delivery. Leaders who are great pub-
lic speakers are often referred to as “the voice” of their orga-
nization or cause. All great leaders, in fact, seem to have a
compelling story to tell. Says Harvard education professor

Howard Gardner,

Leaders achieve effects primarily by telling stories and
by embodying those stories in their own lives. . . . The art
of the leader is to create and refine a story so that it
engages the attention and commitment of followers,
thereby changing their views of who they are, what they

committed to, and what they want to achieve and why."

But the role of the company’s CEO as communicator is
not limited to making great speeches or keeping the com-
pany’s story alive. It also encompasses facilitating effective
and empathetic communication among all stakeholders in

the company. (Chapter 7 includes a detailed discussion on
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the guideposts for achieving this kind of communication.)
“Leaders are responsible for doing as much as they can to cre-
ate a context where open, rigorous, fair, and balanced discus-
sions are typical,” says Craig Weber, an organizational behavior
consultant and president of Weber and Associates. “Of course,
as the CEO you can’t just write a memo and force people to be
open, candid, and direct. But you can strive to create a context
that promotes openness.”"!

Communicating effectively and empathetically is vital to
fostering understanding and buy-in among stakeholders. By
creating an environment in which good communication thrives,

a leader makes great strides toward building trust.

Committing to Lead, No Matter What Your Title

Effective leaders make a difference. They have the power to
influence, and they use that power to build trust. If you're at
the top of the organizational chart, that power is built into
your position. It’s your job to move people to action and cre-
ate a trusting environment. But as any effective leader knows,
a “license to lead” isn’t enough. It may give you the authority
to direct people in your organization, but it doesn’t magically
confer the power to inspire them. Only you can develop that
power, by being conscious of how you fulfill the different lead-
ership roles outlined above.

Perhaps you're at a place a little lower on the company
ladder. Just because you haven’t been given a license to lead

doesn’t mean you don’t have that power. You may not be able
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to dictate strategy, but you can lead in smaller, yet nonetheless
important, ways. In fact, members of Accountable Organizations
consistently seek opportunities to lead within their spheres of
influence. It doesn’t take a title to make you a leader. Consider

this insight from Joseph Badaracco:

The vast majority of difficult, important human
problems—both inside and outside organizations—are
not solved by a swift, decisive stroke from someone at the
top. What usually matters are careful, thoughtful, small,
practical efforts by people working far from the limelight.

In short, quiet leadership is what moves the world.”

As you go about your business, day in and day out, how
do you embrace the different qualities of effective leadership?
How do you wield your influence? How do you seek to make
a difference? No matter where you are in your organization,
you can build trust through your actions. You can show oth-
ers what it means to be accountable. You can be a guardian of
your organization’s integrity—and of your own. Whether peo-

ple follow your lead is not up to them. It’s up to you.
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1.

BUILDING THE
ACCOUNTABLE ORGANIZATION

What was your earliest lesson in what it means to be a
leader? What have you always remembered from this les-
son, and how does it shape your leadership today?

. As a leader in your organization, consider the various

roles outlined in this chapter. Rating yourself, which of
these are your strongest roles, and which are your weak-
est? What strategies can you employ to improve your
performance in these latter roles?

. Think of the people you admire who exemplify each of

the leadership roles. Why do you admire them? What can
you learn from them?



CHAPTER SEVEN

COMMUNICATION
Connecting Effectively and
with Empathy

In fall 2000, QUALCOMM, Inc., released version 5.0 of its
popular Eudora® e-mail program. In addition to other bells
and whistles, Eudora 5.0 introduced an optional feature called
MoodWatch. As its name suggests, MoodWatch scans both out-
going and incoming e-mail for “potentially offensive language”

and issues warnings based on a “three-chili-pepper” scale:
One chili pepper: ~ “Better hope you know the person.”

Two chili peppers: ~ “Watch out, you're playin’ with fire

chilies here.”

Three chili peppers: “Whoa, this is the kind of thing that
might get your keyboard washed

out with soap.”
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Potential Eudora users are advised: “MoodWatch won’t stop
you from acting irresponsibly in email, it will just let you know

»

when you might be about to send a message you’ll regret.

Being Our Own “Moodwatchers”

MoodWatch is based on rhetorical theories developed by
David Kaufer, head of English at Carnegie Mellon University.
Kaufer conducted a study of “flaming,” which he defines
as “computer-mediated communication designed to intimi-
date the interlocutor by withholding the expected courtesies
of polite communication.” In other words, flaming is aggres-
sive, angry, or rude language shot across cyberspace at the in-
tended recipient.

According to Kaufer, flaming is all about intimidation. His
study, based on an analysis of over one thousand e-mails, pro-
duced “dictionaries” of flaming words and phrases that
MoodWatch uses in rating individual messages. Of course,
there are the usual suspects of profanity and offensive lan-
guage, but other phrases trigger a “chili alert” simply by their
intimidating tone. Examples include “I'm not about to .. " and
“I'm sick and tired of your. ...

Of course, as Kaufer notes, a computer program is an
imperfect tool. It can detect the “conventional language of
flaming,” but it can’t possibly catch all intimidating language.
That’s because within the larger context of what’s going on in
relationships, the most seemingly benign language can come

across as outright nasty in an e-mail:
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Imagine an employee who is responsible for getting a
report out that is late in delivery. The employee’s super-
visor knows it is late, knows the employee already feels
bad it is late and, in a fit of anger, sends the following
abrupt email: “When is the report coming out?” The
language, on the surface, is an innocent question about
the future. Yet the employee feels it as rubbing salt on his
wounds, a direct challenge to his fulfillment of his work
assignments and, perhaps, his fitness as an employee.
The message is meant and deeply felt as a flame, though
it bears none of the characteristic linguistic patterns of
a flame. No computer program can possibly capture such
flaming. Yet the most personally hurtful flames are prob-
ably of this type.’

Of course, no e-mail monitoring program can fully grasp
the complexities of interpersonal relationships. And therein lies
one of the greatest limitations of e-mail itself. In this age of
multitasking, e-mail is our tool for reaching more people more
quickly and frequently than ever before. We don’t need to wait
for someone to pick up the phone or come out of a meeting.
We can be conversing with one person on the phone while at
the same time e-mailing another. In other words, if measured
by the number of contacts made per unit of time, e-mail has
definitely increased the “productivity” of our communication.

But what about the quality? Many have credited e-mail
with resurrecting the art of written correspondence. It’s true:

People to whom letter writing was once a foreign concept are
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now happily tapping away at their keyboards. But when you
factor in e-mail’s immediacy, the exchange of messages
becomes more telephonic—e-mail becomes another medium
for carrying on normal, everyday conversations. However,
these conversations are stripped of the usual nonverbal cues
to meaning: facial expressions, body language, tone of voice.

So it all comes down to language, to making up for the
lack of nonverbal cues with word choice and punctuation.
That’s tough for us to do when we’re conditioned to think of
e-mail as the faster way to communicate. Locked in that mind-
set, we fire off messages left and right, clicking “Send” and
assuming the people on the other end are going to understand
exactly what we mean. Meanwhile, one of those people click-
ing “Receive” understands something different entirely.
Depending on the miscommunication, the consequences can
range from a minor glitch in production to a severely damaged
relationship.

Not surprisingly, a new method of mass communication
such as e-mail makes us look at how we “talk” to each other
using any medium. No matter whether we’re e-mailing the
boss, catching a colleague in the hallway, or confronting an
underperforming employee, as stakeholders we must all be our
own “moodwatchers.” The responsibility for good communi-
cation is ours. With the pressures of time and competition, it
is tempting to shortchange this process, to communicate
poorly or infrequently. But over time, the consequences of this
neglect build up, negatively affecting morale and, ultimately,

productivity. In this chapter, we explore the attributes of
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good communication within Accountable Organizations and

without.

Three Guideposts for Communicating
Effectively and Empathetically

One of the fundamental rules of management is that if you
want to be effective in your job, you must communicate, com-
municate, communicate. Not only is this true at all levels within
an organization—executives, middle management, frontline
employees—but it’s far better to overcommunicate than to under-
communicate. Unfortunately, most of us do the latter, believing
that co-workers are either mind readers or too busy to be both-
ered. Or we worry that our communications might be unpro-
ductive. But the fact is that people don’t read minds, nor are they
so busy that they don’t want or, more important, need to know
what’s going on. After all, no one can work in a vacuum. So com-
munication cannot be an afterthought; it must be a priority.
Unfortunately, the concept of communication has become
an all-encompassing yet meaningless term in business—
a catchall without any real teeth. As with integrity, we’re all in
favor of it. We say we want more of it. We know it when we
see it. But can we really define what it means? “Good commu-
nication allows any organization—be it a family, team, or
business—to identify the challenges that are coming their way
and work through them in an efficient way,” says Craig Weber.
“Everyone has a shared, consistent understanding of what’s

expected of them.”
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My father once told me that the single most important fac-
tor for success in business was public speaking skills. I think he
had a point in that the skill of persuasion gives you leverage; it
enables you to move people to action. Thus, part of good com-
munication is effectiveness—closing the deal. And as we all
know, that’s the game when it comes to business. Getting the
other party to sign the dotted line, to meet deadlines, to give
his or her best as part of your team. But effectiveness is only
half of the equation. After all, yelling can be effective. Lies can
be effective, too, as can threats. But these approaches to com-
munication don’t do much to cultivate trust in the long term—
in fact, they undermine it. So, communication must do more
than close the deal; it has to connect. It has to reinforce the ties
that make relationships strong and productive; it has to build
trust. To accomplish this, communication must be judicious
and perceptive. In other words, the second component of good
communication is empathy.

Communicating effectively and empathetically is impor-
tant not only in the context of one-on-one exchange but also
in broader applications: departmental and companywide com-
munication, communication with customers, and so on. To
maximize trust, all communication must be carried on at eye
level, no matter how wide the audience. Whether in written
form or verbally, communicate as though you are looking each
recipient directly in the eye—whether you’re persuading one
person or one thousand.

This is, of course, easier said than done. But three

guideposts—clarity, consistency, and compassion—will help
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you to stay on track as you seek to communicate effectively

and empathetically within your Accountable Organization.

Clarity

Clear communication is unambiguous. It leaves little or no
room for misinterpretation. When you speak and write with
clarity, people around you understand that you’ve identified
what is important to you—the first hallmark of integrity. By
not being vague, you let your audience know where you stand
and that you are accountable for what you’re saying. You have
nothing to hide.

Be specific. Don’t dance around what you mean; get to
the heart of it. Again, you cannot assume that the people
around you are mind readers. You cannot rely on them to
simply “divine” what you want, no matter how big the hints
you drop. When you are specific, you do your best to remove
uncertainty—the main cause of confusion, fear, and rumor
mongering. You show your audience that you trust them
enough to be honest with them. If they feel they’re getting the
straight story, odds are that they’ll start feeling comfortable

enough to be honest with you, too.

Consistency

Consistency in communication is likely the strongest element
when it comes to cultivating trust. Do you communicate to
others reliably? Or do you say one thing one day, only to con-

tradict yourself the next? If you send mixed messages, what
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will your audience assume about you? At the very least,
they’ll think you haven’t thought things through, that you’re
not sure what you want, that you’re flaky. At worst, they’ll
think you’re driven by expediency rather than values, that
you’re dishonest, that you have no integrity—not the attri-
butes that inspire trust.

When we talk about consistency in communication, fre-
quency inevitably comes up. After all, one’s consistency is
judged through a succession of communications and actions.
If your viewpoint on a certain matter changes over time, your
consistency will be called into question if the reasons for this
evolution aren’t communicated to others—that is, if others are
surprised by your change of heart because they had been oper-
ating under assumptions that are no longer valid.

Achieving the right frequency of communication is more
art than science. If you're like most people, you're not com-
municating enough. On the other hand—and this is particu-
larly true since the advent of e-mail—remember that we’re
all suffering from information overload. Use your best judg-
ment and solicit the feedback from co-workers. Do they feel
in the know or out in the cold? Work together to achieve the

right balance.

Compassion

While logic tells us what is expedient, compassion tells us what
is right. It’s what enables us to truly connect with others on a

deeper level. While clarity and consistency help us communi-
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cate effectively, it’s compassion that helps us communicate
with empathy.

We often wonder whether we can really tell the truth to
our co-workers in the first place. After all, haven’t we all
indulged in a little white lie here and there? Nevertheless, when
we run into difficult situations, we are invariably better off fac-
ing the music straight away—Dbeing uncompromisingly hon-
est when it comes to ourselves and compassionately honest
when it comes to others.

While honesty is crucial in building trust, the stark,
untempered truth can be unnecessarily painful—and coun-
terproductive. Compassionate honesty means speaking the
truth, but also trying to understand and even identify with the
“whys” of the other person’s position and perspective. It’s eas-
ier to connect with people in a meaningful way when you
know where they’re coming from.

Communicating with clarity, consistency, and compas-
sion isn’t just a nice thing to do; it facilitates action and
builds relationships—leading to increased trust, efficiency, and
a competitive edge. As Weber notes, there is a hefty price for
poor communication, including “low trust, a Machiavellian
environment, a lack of influence over critical decisions, and a
feeling that no matter how hard you try you can’t really make
the team work the way you’d like.”* Members of Accountable
Organizations understand the consequences of poor commu-
nication, so they’re ready and willing to roll up their sleeves
and do the hard work of communicating effectively and empa-

thetically, no matter what the medium.
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Another Word About E-mail

I opened this chapter talking about e-mail, a medium that has
caused us to reexamine how we communicate with one another.
Consider the sheer volume of e-mail we deal with every day. In
2001, Rogen International, in conjunction with Goldhaber
Research Associates, completed a study of e-mail usage in the
workplace. They found that, on average, employees send
twenty e-mails and receive thirty e-mails daily—amounting
to about two hours of work time spent on e-mail alone.’ I
wouldn’t be surprised if that number has tripled by the time
you read this book.

As I noted before, e-mail has allowed us to reach more
people more easily than ever before. In many ways it has
greatly increased workplace efficiency—all you have to do is
cc: your department and you're covered. The problem is that
the other means of communication haven’t gone away. You
still have to check your voicemail and you still have meetings
to attend. So while e-mail may save time in other areas, it has
served to increase the information overload that people face
today. There is also the question of quality. We have to make
sure it cuts through the clutter. And while we’re enthralled
with the convenience and speed of e-mail, we can’t neglect our
responsibility in ensuring its value as a tool for effective and
empathetic communication, despite its lack of visual and audi-
tory clues.

Therefore, consider a few important guidelines when using

e-mail. First, make your messages clear and to the point, and



Communication —~ 107

consider how it would appear in a more formal setting. Due to
the nature of the medium—the format encourages speed, not
quality—e-mail brings out the worst in us as writers. Second,
respect the unique properties of e-mail and their effects
on your tone. For example, you may think youre being succinct
and direct, but others may view your message as curt and
abrasive. Third, consider your audience and remember that
e-mail can be easily forwarded. Finally, know when not to e-mail.
Never reply to an e-mail in anger, and don’t use e-mail to con-

vey a message that would best be delivered in person.

Communications and Personality Type

While clarity, consistency, and compassion are the fundamen-
tal guideposts for effective and wise communication, we all
know that the actual process is a highly nuanced undertaking.
Even though we may be working toward a common aim, we’re
all unique individuals, each with our own distinct personality
and frame of reference. Be they subtle or unmistakable, these
differences inevitably affect how we process information, how
we interact. In the field of organizational psychology, much
research has been done on the effect of different personality
styles on communication.

A personality tool commonly used in corporations is
the Myers-Briggs Type Indicator’ (MBTI") instrument. The
MBTT instrument has its roots in the work of Swiss psychol-
ogist Carl Jung, who posited “archetypal” personalities—

patterns of behavior that we, as humans, have fallen into since
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the beginning of time. Whether or not you put stock in psycho-
metric testing and personality types, it’s hard to dispute the
notion that we all fall into certain similar patterns and behaviors.

Why is having an understanding of personality types
important for effective and empathetic communication?
It’s important because all personality types have a preferred
way of communicating, and that way may not be readily obvi-
ous to others. While many have an intuitive gift for reading
people and immediately creating rapport, most of us don’t.
Let’s say, for example, that you have a driving personality style.
You think nothing of charging into an employee’s office and
barking out orders. As a result, the employee, whose person-
ality type is very different from yours, recoils, wondering why
you have to be so rude. True, you're likely being clear and con-
sistent in what you’re saying, but your approach and delivery
throw up a roadblock to trust. Sure, you'll get obedience. But
if you had just slowed down and spoken quietly, you'd have
gone further toward gaining this person’s buy-in and trust.

Do you know your dominant style and how it affects your
ability to communicate with people who have different styles?
Think about the misunderstandings and conflicts that might
have been avoided with people at work, friends, and family if
only you had a better understanding of personality types.

A word of caution, however: While the MBTI personality
inventory and other instruments can help us navigate our per-
sonality differences, they can’t completely capture the com-
plexities of every individual. Appropriately and ethically used,

these tools can help us to better understand why people behave
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and communicate the way they do. When we apply this under-
standing in our everyday interactions and communicate with
clarity, consistency, and compassion, we have a head start in

building trust.

Building Customer Trust Through
Effective and Empathetic Communications

What about external communications, all of which consti-
tute marketing in one form or another? Do the same guide-
posts apply when communicating with customers, investors,
prospects, and the media?

Imagine that you're planning a campaign to introduce
a new product. What are some of your immediate consid-
erations? First, you know that your potential audience is
assaulted with thousands of messages daily, so what you say
must be concise and to the point. To stand out, your message
must be creative and differentiated and pack a punch. But
you’re not looking for a one-off; you want to create a loyal cus-
tomer base for your product. And that means building trust.
So your messaging not only has to make noise about your
product, it also has to make a promise. Customers have to be
assured that your product—and by extension, your com-
pany—deserves their trust.

This approach, what I call “trust-based marketing,” is key
to building fruitful, long-lasting relationships with your
customers.® “The sale merely consummates the courtship,”

writes former Harvard Business Review editor Theodore Levitt.
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“Then the marriage begins. How good the marriage is
depends on how well the relationship is managed by the
seller.”” This managing of the relationship is not limited to
communications. Trust-based marketing informs all aspects
of marketing—branding, pricing, positioning, distribution,
sales, customer service, and so on. However, for this discus-
sion, it’s worthwhile to examine how clarity, consistency, and
compassion assist you in creating effective and empathetic
marketing communications—thus helping you to build a
trust-based brand.

Clarity in Marketing Communications

With a sea of competitors, you must get clear about what it is
you want to say. Tell your customers why you're different, and
be clear and concise in doing it. Does that mean your message
should be stripped of emotion? Not a chance. People buy from
people they like, and that means connecting on an emotional
level. But people also buy from people they trust, and they’re
more likely to trust you if they understand the exact benefits
your product or service has to offer them—and why none of
your competitors can touch what you're offering. Emotion
sells, but marketers in Accountable Organizations realize that
substance is just as important.

Nowhere is this more evident than in the self-improvement
training business—in which I’ve had some experience (see
chapter 9). Invariably, these companies lack clarity and speci-

ficity in marketing copy when it comes to the functional ben-
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efits of their product. Visit any one of these companies’ Web
sites and you’ll see what I mean. Many do a good job of
appealing to potential customers’ emotions through visual
imagery and client testimonials. However, the copy is often
unclear—at times unbelievable—about the specific benefits to
be gained by attending one of the seminars.

Granted, marketing materials for personal growth and
leadership seminars perhaps are designed to have more of an
emotional appeal than those for other products. And having
been through many of these seminars, I have an understand-
ing of the benefits offered. But if companies in this industry
want to experience breakthrough growth—and appeal to cor-
porate training managers—they will have to communicate
something more specific than “the experience of a lifetime.”
Particularly with their higher price points, these companies will
have to get specific as to how seminar attendees will perform

better at work as a result, learn to achieve their goals, and so on.

Consistency in Marketing Communications

Is your core message steadfast, or does it change with the
wind? Successful marketers consistently reinforce their prod-
uct message time and again. The approach may change, but
the overarching theme is the same: You can count on us. For
example, customers can count on BMW for sophistication,
cachet, top-flight engineering, and an exhilarating driving
experience. Its marketing communications continuously rein-

force this message.
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Customers don’t like to be unpleasantly surprised; they
like consistency and predictability. An overflowing marketplace
is not only frustrating to marketers, it’s confounding to har-
ried consumers. An established and trusted brand is reassur-
ing; it promises a familiar experience, reducing the risk of
disappointment. Consumers like variety, to be sure, but only
within a context of consistency—consistent service, consistent
quality, and so on. There is power in this kind of predictability,
and it needs to come across in your messaging.

Related to consistency is frequency. How frequently do you
communicate with your customers? Do you keep in touch in
a way that not only promotes but also provides value to your
audience? As a consumer, I want to know that the companies
I buy from care about me. I don’t want to be inundated with
generic messaging—I want tailored communication that is
specific to me and my needs.

I appreciate the e-mails that I receive about once a month
from Amazon.com. Based on my past purchases, the company
makes suggestions about products that might interest me—
and most of the time it’s a decent recommendation. For me,
it’s the right frequency and, while unmistakably promotional,
the communication itself provides value in that it alerts me to

new books and music that I normally might not have heard of.

Honesty in Marketing Communications

Are you communicating honestly with your customers? As a

marketer, you may say that’s impossible, that you're trying to
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play up the positives and sell your product, not reveal its short-
comings. And besides, isn’t all advertising slanted in favor of
the company hawking the product? Valid points.

It’s true that marketing copy is designed to promote—to
make people interested in a product or company. But there is
a line between honest promotion and deceptive spin, and
Accountable Organizations stay on the right side of that
divide. There is a price to pay for spinning and lies, even omit-
ted truths. Of course, there may be a short-term price to pay
for honesty, but the long-term benefits of being forthright
more than compensate. Don’t hide behind overblown mar-
keting rhetoric—show true understanding and appreciation
for your customers’ concerns. Tell them the truth about what
they’re buying and you’ll earn their trust.

Clarity, consistency, and honesty in customer communi-
cations are vital for building a trust-based brand. These qual-
ities don’t preclude you from striking an emotional chord with
your customers. In fact, they pave the way for making deep
and lasting connections with them—thus potentially reduc-

ing the cost of retaining them.

Communication During a Crisis:
Tylenol® and Tires

Of course, the true test of effective and empathetic communi-
cation comes with crisis. How companies react when their feet
are held to the fire stays with consumers for a long, long time.

In terms of trust, it can make a company—or break it.



114 —~ THE ACCOUNTABLE ORGANIZATION

Consider the quintessential case study of Johnson &
Johnson and the Tylenol® crisis. In the 1980s, unknown indi-
viduals laced Tylenol capsules with cyanide, resulting in sev-
eral deaths. Johnson & Johnson didn’t equivocate; it immediately
announced the situation publicly and recalled the product. As
the investigation continued (no one was ever convicted for the
tampering and resulting deaths), company officials consis-
tently and frequently kept the public informed.

It’s clear that Johnson & Johnson’s communication dur-
ing the tampering crisis—backed by action and results—saved
the Tylenol brand and reinforced the company’s reputation as
a “guardian of the public health.”® After its reintroduction,
Tylenol ultimately reclaimed leadership of the analgesic mar-
ket. Furthermore, Johnson & Johnson became a pioneer of
tamper-resistant packaging, an innovation that would be
adopted industrywide and beyond.

Contrast the Tylenol case with the more recent crisis
involving Bridgestone/Firestone, Inc., and Ford Motor Com-
pany. Tread separation led to hundreds of fatal accidents
involving Bridgestone tires on Ford Explorers. Under tremen-
dous pressure Bridgestone recalled 6.5 million tires in August
2000. The two companies engaged in a very public blame
game; amid climbing death tolls, media coverage portrayed
Bridgestone and Ford as being more concerned with protect-
ing themselves than with protecting their customers.

Ford claimed the deaths were due to faulty tires, while
Bridgestone said a design flaw of the Explorer shared in the
blame. After a long-entwined history dating back to the friend-
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ship between their respective founders, Bridgestone and Ford
acrimoniously severed their ties. Both brands suffered—as of
this writing, Bridgestone still hasn’t recovered from the impact
of its handling of the issue. Ford lost ground in both SUV
market share and in consumer surveys.

One of those surveys was the Harris Interactive annual
ranking of corporate reputations. In 2002, more than twenty-
two thousand people rated sixty companies on six key dimen-
sions: products and services, financial performance, workplace
environment, social responsibility, vision and leadership, and
emotional appeal. Ford was the lowest-ranked auto company,
placing forty-third overall (an improvement over its 2001
ranking of fifty-second). Bridgestone/Firestone placed a dis-
mal fifty-fifth overall, after finishing dead last in 2001.

In contrast, Johnson & Johnson ranked number one—for
the fourth year in a row.

“Johnson & Johnson has just always been a very trust-
worthy company,” one Missouri woman told the Wall Street
Journal. “Their ads are honest. They don’t talk down to me.
They think consumers have brains.” Meanwhile, a man who
experienced a Firestone tire blowout told the paper: “Firestone
seems to have finally admitted the problem. Now it’s up to
[them] to tell it straight: What did you do to correct the situa-
tion? We consumers aren’t tire engineers, but we know BS
when it’s offered.”

About ten years ago I was involved in a serious car acci-
dent in which my Ford Explorer literally saved my life. Based

on my own personal experience, I trusted in the safety of Ford
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Explorers—and, given the SUV’s popularity, so did thousands
of other consumers. Similarly, in the years before the tamper-
ing incident, most consumers believed Tylenol was one of the
safest drugs on the market. Postcrisis, Tylenol upheld, even
enhanced, its brand image. As of now, Firestone, and to a
degree, Ford, have not. A large part of the difference was in the
quality of each company’s communication to the public. How
these organizations communicated with their customers likely
played a large part in their decisions about whether to remain

customers—or take their business elsewhere.

Building Trust, Resolving Conflict

In summary, effective and empathetic communication is one
of the most powerful ways to build trust. It’s the primary tool
for connecting with an audience, for letting them know that
you are accountable as a company, an executive, an employee.
The rules are simple: look your audience in the eye and be
clear, consistent, and compassionate. Your authenticity will pay
dividends—you’ll build trust with your customers, helping
your bottom line. And within the organization, you'll increase
team cohesion and productivity. As we’ll see in chapter 8, effec-
tive and empathetic communication is vital in confronting and

resolving conflict.
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BUILDING THE
ACCOUNTABLE ORGANIZATION

1. Overall, how would you rate your organization’s internal
communication in terms of clarity, consistency, and com-
passion? Consider instances in which better communi-
cation could have resulted in a better outcome or even
averted a crisis. What mechanisms and/or changes in phi-
losophy could be instituted to improve performance in
these areas?

2. Review your external communications with customers
and your marketing materials. Evaluate these communi-
cations in terms of clarity, consistency, and compassion
and devise strategies for improving performance in these
areas. Examine previous breakdowns in communication
with customers and identify where better choices could
have been made.

3. How would you rate your own communication when it
comes to clarity, consistency, and compassion? Can you
think of any episodes in which better communication
would have helped you avoid conflict? How will you com-
mit to improving your performance in these areas?






CHAPTER EIGHT

CONFLICT
Seeking Resolution Through
Preparation and Negotiation

In ten years of marriage and twenty in business, I've learned
much about conflict—how I identify it, how I approach deal-
ing with it. I now know that conflict is something to be appre-
ciated. At the risk of oversimplifying my position to “no pain,
no gain,” it is indeed by managing through dilemmas, uncom-
fortable conversations, and day-to-day conflict that we become
stronger, wiser, and more compassionate. Where there is con-

flict, there is opportunity.

Why Bother with Conflict?

It goes without saying that people face conflict in the work-

place every day. The issue may be between co-workers, a

~ 119
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subordinate and a supervisor, a salesperson and a customer, a
production line worker and a crew manager, and so on. The
conflict could be between people, groups, or some combina-
tion thereof. We will always have conflict because each of us
has our own view of how the world works and what we want.
The question isn’t whether there will be conflict; it’s what to
do with it when it surfaces.

Perhaps you will identify with the following situations.
They are common examples of conflict—or at least potential

conflict—brewing in the workplace.

* Your star performer is disruptive in company meetings,
making inappropriate jokes that sometimes insult others
in the group. Despite continued warnings and coaching

from you, his behavior continues. What do you do?

* An employee has just received a performance review that,
from the employee’s perspective, is unfair. Should the
employee raise the issue with her supervisor, whom she

believes to be single-minded and short-tempered?

* You've just moved to a new office and your colleague in the
office next to yours is a chatterbox, constantly interrupt-
ing your work. How do you approach the issue, knowing

that if you don’t, your performance will suffer?

+ Management has just issued a wage freeze in response to
poor company performance. Only weeks earlier, you had

been told that you will be getting a raise. Should you
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confront your supervisor and ask if your raise would still

be granted?

+ Two of your best employees have begun a romantic rela-
tionship outside the office. You are concerned about future
implications to your business, no matter how the office

romance turns out. How do you approach this problem?

There isn’t a silver bullet for dealing with all the complex
situations businesses and people face. Conflict resolution falls
into that category of desperately needed life skills—such as
marriage and parenting—that we don’t learn in school. But
similar to managing your relationships or raising children,
conflict resolution is a discipline to be practiced, refined, and
challenged throughout a lifetime. The good news is that there
are tools available to use when you find yourself in the middle
of a difficult situation—and pitfalls to watch out for before

you engage.

Why Conflict Is Difficult to Face

Our individual upbringing and experience have influenced
each of us differently in terms of how we view conflict. Craig
Weber says conflict generally produces one of two responses

in people: engage or avoid.

Basically, when there’s a tough issue to confront—when
there’s a tough conversation to address, when someone’s

doing something we don’t like—we revert to some fairly
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primal mental reactions. One is to get away from it, and
we often will get away from it by either physically leav-
ing or by avoiding the conversation with that person
because we don’t want to make it worse—we don’t want
to escalate the problem. Very often we do a quick calcu-
lus in our head that says, if I engage with this person, it
might get ugly and nasty and I may look bad, and if I
don’t engage the issue, it probably won’t go away.
Sometimes we just decide to play it safe and live with the
problem. On the other hand, some of us do the calculus
and think, I don’t care if I look bad, I don’t care if this
person gets upset. What's important to me is swaying the
way they look at the problem. It’s getting my point
across. From this position, we can be very argumenta-
tive, we can get very positional . . . we can get outright

condescending.’

As Weber says, whether we choose to engage or to avoid
often depends on our own in-the-moment cost-benefit analy-
sis of the implications. If I confront the problem, will there be
some damage to my relationship with this person? If T avoid
or ignore the problem, is it likely to get worse? Unfortunately,
in many conflicted situations—such as the scenarios above—
both outcomes are likely possible. If you are confrontational,
something bad might come out of it, particularly if you don’t
approach it in the right way (although some people don’t
care—they just want to get their way and be right). And we

know intuitively that left alone, problems don’t go away; they
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rumble like shifting plates in the earth until a full-blown earth-
quake strikes.

Douglas Stone, Bruce Patton, and Sheila Heen of the
Harvard Negotiation Project recognize the inherent challenge
of managing the kinds of “difficult conversations” involved in

confronting conflict.

Delivering a difficult message is like throwing a hand
grenade. Coated with sugar, thrown hard or soft, a
hand grenade is still going to do damage. Try as you
may, there’s no way to throw a hand grenade with tact
or to outrun the circumstances. And keeping it to your-
self is no better. Choosing not to deliver a difficult mes-
sage is like hanging onto a hand grenade after you’ve
pulled the pin. Because at some level we know the
truth: If we try to avoid the problem, we’ll feel taken
advantage of, our feelings will fester, we’ll wonder
why we don’t stick up for ourselves, and we’ll rob the
other person of the opportunity to improve things. But
if we confront the problem, things might get even
worse. We may be rejected or attacked; we might hurt
the other person in ways we didn’t intend; and the

relationship might suffer.’

So, in some ways it may seem that we’re damned if we do,
damned if we don’t. There may not be a clear solution in sight.
Nonetheless, in Accountable Organizations it’s imperative to

tackle conflict, to face the difficult conversations. To see why,
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let’s take a look at conflict from the perspective of integrity,

accountability, and trust.

* Integrity. If the conflict is serious enough—and if you're
going through all the mental machinations, it probably
is—your values and beliefs are at stake. If you ignore the
conflict and let the problem ride, your personal integrity
might take a blow. Remember, part of integrity is standing

up for what’s right, even in the face of adversity.

* Accountability. In conflicts between two people, both sides
are usually contributing somehow to the disagreement. In
claiming accountability, you must acknowledge your role
in getting into this mess in the first place. This is the hard-
est part to recognize, since you may be thinking it’s all the

other person’s fault.

* Trust. Members of Accountable Organizations seek to cre-
ate trust internally (with colleagues, subordinates, and
supervisors) and externally (with shareholders, customers,
the media, and so on). If you have a conflict that isn’t being
addressed, trust between the parties is taking a beating. If
you are successful in managing through the conflict, trust

is earned on both sides.

Getting Prepared

Your approach to conflict resolution can largely determine the
outcome. For this reason preparation, with an eye toward

understanding both sides of the issue, is key. William Ury,
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co-founder of the Program on Negotiation at Harvard
University, stresses the importance of preparation for negoti-
ation and conflict resolution.

Most negotiations are won or lost even before the talk-
ing begins, depending upon the quality of the presenta-
tion. People who think they can “wing it” without
preparing often find themselves sadly mistaken. Even if
they reach agreement, they may miss opportunities for
joint gain they might well have come across in prepar-
ing. There is no substitute for effective preparation. The
more difficult the negotiation, the more intensive your

preparation needs to be.’

Before you address any conflict, you need as much infor-
mation as possible. You need to know what is true and what
information is missing. You need to be keenly aware of your
worldview and how it influences your perspective on the situ-
ation, what psychologists call “cognitive bias.” You need to
understand your emotions and how they are affecting your
decisions. In addition, you should know the other person’s
position on these points, as well. Try to empathize with the
other person. How would she describe the problem and the
history of what’s going on between you? What are her cogni-
tive biases, as best you can predict? How is she likely to be feel-
ing? However unattractive the prospect may seem at the time,
it’s crucial to make an honest attempt at seeing the conflict

from the other person’s perspective.
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State the problem.
Consider the impact.
Acknowledge your role.
Your ) ) Their
Perspective Describe your ideal result. Perspective

Identify your obstacles.

Create your strategies.

Predict likely outcomes.

Figure 1: Assessing Conflict

Creating an Action Plan for
Addressing Conflict

When I'm facing a serious conflict, I create an action plan
for resolving it, as I do for any difficult problem I’'m facing
(see fig. 1). You may have your own process. What’s important

is to take the time in advance to work it through.

1. State the problem. In the clearest terms possible, I
describe the problem, who is involved, and why—and

make sure it’s not just a symptom of a larger problem.
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I think through the history—all that has happened to lead
me to this pivotal place. What events have played a role in

this conflict?

. Consider the impact. I then look to see how the conflict
is affecting my business, my personal relationships, or
other areas of my life. What is the financial (and social)
impact on my business? If I don’t deal with the conflict,

what do I project will happen?

. Acknowledge your role. What role have I been playing in
the conflict thus far? This is the most challenging part of
the exercise, because it forces me to identify my own
accountability in a situation in which I believe I'm “right.”

(And I very well may be.)

. Describe your ideal result. I try to be clear about what I
want. In the best of all worlds, if T were to successfully
work through the conflict, what would my best result look
like? After going through the steps above, I sometimes

have a different result in mind than when I started.

. Identify your obstacles. What’s getting in the way of
resolving this conflict? The biggest barrier to getting past
the conflict may be me. I also look at it from others’ points

of view, and what their barriers might be.

. Create your strategies. I identify strategies for confronting
and overcoming the barriers that stand in the way of

resolving the conflict.
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7. Predict likely outcomes. In advance, I identify the likely
outcomes of confronting the conflict, including worst- and

best-case scenarios, as well as some in between.

I find it helpful in this kind of exercise to repeatedly ask
the quintessential journalist’s question, Why? Why is this a
problem in the first place? Why have I contributed to the prob-
lem? Why is this the result that I want? The more times I ask
why, the better I understand the true issue at hand.

Addressing the Other Side

Once you have prepared yourself, it’s time to address the other
person, or persons, involved. Sometimes, if it’s a particularly
challenging issue, it may be helpful to script out the conversa-
tion in advance. And always, if at all possible, meet in person—
if necessary, in a moderated environment. In an ideal world,

the conversation would progress as follows:

1. State the situation as you see it. Calmly share with the
other person your perspective on what is going wrong and
the history behind it, including the facts (as you believe
them to be) and what is at stake. Acknowledge that this is
your perspective on the situation, and, if possible, offer
your best, most respectful description of what you believe
to be her perspective. Talk through what you see to be get-
ting in the way of resolution, but refrain from suggesting

solutions early in the conversation.
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2. Be accountable for your role in the situation. Even if you
believe you are in the right, you've likely had some role in
letting the conflict reach the point that it has. For exam-
ple, perhaps you could have approached the other person
sooner. Facilitate the other person’s acceptance of his

accountability by setting the example.

3. Get feedback. Ask the other person to describe the situa-
tion and its history from her perspective—what she
believes to be the facts and the issues at stake. Be calm and
open-minded; if not empathetic, at least try to be com-

passionate and understanding.

4. Mutually decide on a resolution. Having stated your
case, take turns with the other person in describing
how you would like to see the situation resolved. Show
your commitment to reaching a compromise and work
with the other person to reach a solution that satisfies

you both.

Of course, it would be wonderful if these steps would
work without fail, that after it all you'd both head off for cof-
fee, laughing and wondering why you ever argued in the first
place. In an ideal world, all conflicts would be resolved so eas-
ily. But despite our best efforts to be calm and rational, the fact
is that emotion is inherent in conflict. That’s not to say that
there isn’t any value in doing your best to follow the steps out-
lined above. In fact, they’ve helped me to better resolve many

conflicts both at my company and at home.
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But all too often, someone throws you a curveball during
the process and all bets are off. I remember one situation
involving a conflict with a friend. I did all my homework. I
identified the problem and its history, knew the stakes, accepted
full responsibility for my role, and had my ideal resolution in
mind. My friend and I agreed to meet, one-on-one. All systems
go. Ten minutes into the conversation, however, I was shouting
at my friend (and I'm not even the yelling type), who in turn
stormed out of my office. This person was flat-out refusing to
get past our issues, refused to accept accountability, and, damn
it,  wouldn’t stand for it! How quickly our emotions can get
the better of us.

Frankly, there is no fool-proof prescription for conflict res-
olution.* The best you can do is thoroughly prepare yourself
and truly commit to working toward a solution that serves the
interests of all parties as much as possible. Use the steps above
to help keep you on track.

And what if you still find yourself at an impasse? Well,
unfortunately, the truth is that not all conflicts can be settled.
There are times when people, and organizations, can’t come
to a mutual agreement that satisfies the win-win objective.
Some intraorganizational disputes are intractable; or, at the
very least, one conversation isn’t going to be sufficient to
resolve the situation. When you find yourself in these kinds of
situations, it’s easy to feel trapped. However, you can strive to
look beyond the obvious and not disavow the ownership you
have over your choices. Some of the options may not be desir-

able, but you still have the power to decide. The one choice you
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shouldn’t make, however, is to wallow in the situation, to
remain stuck at the impasse. Decide for yourself whether there
is a creative solution you can commit to, or if you should sim-

ply move on. At some point we all have to choose our battles.

Dealing with Organizational Conflict:
An Example from FWI

Earlier in this book I described a situation at FWI in which
many of us, myself included, relinquished accountability. We
all denied the roles we had in either creating the situation or
impeding its resolution. Communication shut down, result-
ing in an atmosphere of distrust and anger. I called a meeting
to address the issue, but no one would engage in discussion.
People refused to speak their mind about the issues involved,
no matter how much I prodded and pleaded.

What I wanted to hear from the people in my organization
was their honest assessment of what they were experiencing,
what they felt was at the root of the problem, and how they
would like to see it resolved. As we had done in the past with
other challenging issues, I thought we could approach the issue
logically, going through the steps and collectively reaching a
decision. But that didn’t happen. So I went back to the drawing
board and once again asked, “Why?” An important piece was
missing—something was keeping people from claiming their
accountability in the situation and moving forward to a solution.

I realized that the problem really came down to trust. Before,

the inherent tension between sales and editorial/production
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had always been mitigated by trust. When that trust is
lost, however, competition overpowers cooperation. The prob-
lem had run so deep and for so long that neither side trusted
the other—and what’s worse, there was little trust in manage-
ment to solve the problem.

We see a similar dynamic in organizations with unions,
particularly with multiple unions, as in the airline industry.
The pilots want something (usually more money and job secu-
rity), the flight attendants want something (the same thing),
the aircraft mechanics want something (ditto), and they all
know they can’t have it all at the same time. And many of them
don’t trust management, who they may see as wanting to keep
wages low and profits high to fill the company coffers and pad
executive bonuses. In these cases, negotiations often seem
doomed before they begin.

When it came to the situation at FWI, the distrust made
my employees unwilling to communicate. Distrust breeds
fear—for example, fear of looking foolish, or fear of possible
retribution. It was enough to keep them silent. And that was a
huge problem for me as CEO. After all, aside from the role I
played in this particular problem, my larger responsibility as
a leader is to set the context—to create an environment of
trust and communication. And that meant the first person
they needed to trust and communicate with was me.

Taking the first step toward resolution, I first looked at my
own role in the situation—first from the perspective of a per-
son who seeks to be accountable in his relationships with oth-

ers. I ran through the exercise: How had I ducked out on the
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people who needed my guidance and support, and why? Then,
I looked at my role within the larger responsibility I had as
CEO. How had I fallen short? Why had I pushed off the man-
agement problem on the general manager? What structures
needed to be changed within the organization in order to facil-
itate communication? In my mind, I was clear about my objec-
tive: to move our company out of the funk and back to a
trusting—and fully accountable—environment.

Next, I looked at the problem from the perspective of the

other parties involved:

+ The production and editorial staffs were angry and resent-
ful toward the sales and marketing group for not pitching
in to help and having no empathy. Furthermore, they had
lost trust and confidence that management cared about the

issue and was interested in a solution.

+ The sales and marketing group didn’t see any problem at
all since it was their job to bring in business—so what if it
meant the editorial and production staff were overworked?

It was a “good” problem to have.

+ The editorial chief felt powerless to fix the situation, had

lost confidence in me, and was angry with the GM.

+ In turn, the GM considered the editorial and production
staff to be complaining about what was a short-term prob-
lem, and he protected the sales group’s right to sell as
much as possible, no matter how it was impacting the lives

of everyone else.
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I held another meeting, but one I felt was better designed
to alleviate fear and regain trust. I went directly to the editorial
staff, alone. I sat among them in their space. I shared my obser-
vations about the previous meeting, and how I was concerned
that no one felt comfortable enough to speak their mind. Next,
I took full accountability for my role in the process.

I let everyone know that I wanted to effect change, but I
couldn’t do it in a vacuum. I needed their help, which meant
their giving me their honest assessments of the problems they
faced and potential solutions. Finally, and most important, I
told the group that what we discussed would be confidential,
that I would do my best to be an impartial listener, and that
no one need fear retribution. It was a long meeting. It wasn’t
easy getting things started; people still felt a bit ill at ease, but
eventually the problems, concerns, and feelings began to per-
colate to the surface.

I believe the three things that were most important in put-
ting them at ease were (1) choice of venue; (2) acknowledging
my role in the conflict; and (3) showing a genuine desire to
hear them out. More than anything, the team simply wanted
to know that management—me in particular—was taking
their issues and concerns seriously. They had had this chance
before, yes, but they didn’t feel safe in putting themselves on
the line. Now, they were sufficiently reassured, and the words
began to flow. And within thirty minutes, the group was sug-
gesting ideas for moving past the situation.

This was only the first step. After my meeting with the edi-

torial staff, more conversations, and further reflection, I under-
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stood that this conflict had revealed a larger problem within
the organization: the system for supporting accountability
needed to be changed. It led to a restructuring of our com-
pany, one in which a new management team would have coop-
erative responsibility across all areas of the business. The
team developed a cross-functional communication plan that
allowed for improved resource planning. In other words,
everyone would be armed with better and more frequent
information, have a deeper understanding of each depart-
ment’s needs, and experience better advocacy at the manage-
rial level.

Changing the structure was done with specific intentions:
to improve communication and managerial effectiveness, and
to set the stage for increased trust. 'm not depending solely
on the structure, however, to ensure that these things happen.
People are responsible for the success of an organization, and
certainly the team I have in place is charged with these things.

Asam I.

From Risk Comes Opportunity

Conflict resolution is an ongoing process—unlike in movies
and sitcoms, there is rarely one moment in which all dis-
agreements are neatly settled to everyone’s satisfaction.
However, that doesn’t mean that the members of an organiza-
tion shouldn’t strive to settle the conflicts they have with one
another. It may not happen overnight, but with determination

and dedication, it can happen. Thomas Crum observes,
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“Resolving conflict is rarely about who is right. It is about
acknowledgement and appreciation of differences.”

The rewards of this acknowledgment and appreciation can
be great. “Some conflict is productive and necessary for an effec-
tive organization, as constructive use of differences fosters orga-
nizational excellence,” note authors Kirk Blackard and James
Gibson. They stress that conflict—when properly managed—
can boost creativity in an organization through healthy inter-
change, improve decisions by having different viewpoints,
and contribute to organizational learning.®

Of course, it can be difficult to see the potential for oppor-
tunity within conflict. One of the daunting realizations about
conflict is that there may not be a clear solution in sight—in
other words, there is risk involved in taking that first concilia-
tory step. However, unless we’re willing to take a risk, we’ll

never discover the opportunities that lie beyond the horizon.
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BUILDING THE
ACCOUNTABLE ORGANIZATION

1. How effective are the people within your organization—
including yourself—in taking on conflict? What kinds of
cultural, or even physical, obstacles exist to confronting
and resolving conflict? What kinds of strategies can your
organization employ to improve conflict resolution?

2. Think of a conflict you were involved in that ended badly
or one that is currently brewing between you and another
individual. Assess this conflict using the seven steps out-
lined in this chapter (see pp. 126—128).

3. If the conflict has passed, consider how preparing your-
self in this manner might have resulted in a better out-
come and, if feasible, revisit the issue with the other party
involved (and rewrite history). If the conflict is current,
use this information to confront and resolve the issue.






CHAPTER NINE

RISK
Breaking Barriers Creatively
and Courageously

Sometimes the prospect of risk can be daunting, particularly
in uncertain times. As the U.S. economy continued to slouch
through winter 2003, BusinessWeek senior writer John A. Byrne
pointed to low confidence in CEOs as one of the many factors
conspiring to keep American business in the doldrums. “Not
all that long ago, with soaring stock prices and labor shortages,
CEOs were almost cultural icons,” Byrne observed. “Today,
with the combination of a weak economy, an ever-lower stock
market, and a startling succession of corporate scandals,
they’re embattled, belittled, and cursed.”

~ 139
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The Role of Risk in Accountable Organizations

According to Byrne, CEOs across the board are paying for the
sins of the few. The overwhelming public disdain, coupled
with weak earnings and shaky consumer confidence, is not
encouraging business leaders to take risks. Instead, they’re
homing in on cutting costs. Jeffrey E. Garten, author and dean
of the Yale School of Management, says it’s understandable
that uncertainty drives leaders to circle the wagons and focus

solely on execution. However, he goes on to caution that

execution alone will not lead U.S. industry out of its funk.
We can all agree that having a vision without the ability
to carry it out is no more than wishful thinking. But the
opposite is no better. What good is execution if the strat-
egy and goals are the wrong ones? In fact, the emerging
virus in American business culture could be the penchant
for playing it too safe—settling for nothing more than get-
ting things done and gearing everything to meeting quar-
terly targets, while failing to exercise enough imagination

about where to go and what to be.”

Furthermore, chief executives shouldn’t forget that smart
risk taking is in their job description. “Dynamic capitalism
isn’t just about cutting costs or staying afloat,” Garten writes.
“It’s about thinking of how to make the future better and plac-
ing bets on that vision.” Indeed, leaders within Accountable
Organizations must embrace risk as a necessary part of what

they do. Otherwise, they may be trading in their company’s
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future for an increased sense of security in the present. That
security may be fleeting if the company isn’t ready for new
opportunities. In fact, we as consumers expect companies to
take risks. We're always asking, “What’s next?” We expect com-
panies to be a few steps ahead of us with the answer.

Profits are the lifeblood ensuring that an Accountable
Organization endures and grows, that it will be around to
make a difference in stakeholders’ lives. And taking risks—edu-
cated, responsible risks—is necessary for an Accountable
Organization to innovate and compete, to achieve and sustain

profitability. Three concepts underlie this kind of risk taking:

1. Creativity. While corporate scandals have added an unsa-
vory angle to the concept of creativity (e.g., “creative
accounting” has become a common phrase), it’s truly the
stuff of our imagination that fuels our economy. It’s the
ability to imagine the possibilities—and the freedom to
pursue and realize those possibilities—that motivates us
to endeavor. In order for us to take a risk in the first place,

we must have an idea upon which we’re “placing our bets.”

2. Courage. Creativity means nothing when there’s no will to
implement it. Organizations and stakeholders that wish to
succeed must find the mettle within to make the leap. This
can be especially difficult during uncertain times. Of course,

it is during uncertain times when courage is most in need.

3. Conscientiousness. The courage to take risks should not be

misplaced, however. Accountability means that risk cannot
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be taken without due diligence, without an honest audit of
the foreseeable consequences, which includes identifying
potential benefits . . . and potential casualties. The possi-
bility of failure is inherent in risk, and risk takers in
Accountable Organizations do their best to weigh the costs

of that possibility against the likelihood of success.

During the heady days of the late 1990s, there was no short-
age of creativity and courage—some would say audacity—
when it came to risk taking. In the euphoria, conscientiousness
seemed outdated. Now that the gold rush is over and reality
has set in, some may be taking conscientiousness to the
extreme, deeming any risk unacceptable. As Byrne and Garten
rightly point out, this kind of thinking won’t propel business
out of its slump. Now is the time for educated, responsible risk
taking—by both the leaders and stakeholders in Accountable

Organizations.

Risk and the Executive

While those at the highest levels of an organization can have
the most impact by taking risks—they have the broadest scope
when it comes to decision making—they may not always be
inclined to do so, weak economy aside. Perhaps they have
worked all their life to achieve their position and are happy to
plant their lawn chair on top of the mountain. The last thing
they want to do is risk what they worked so hard to earn.

Yet wouldn’t you rather be the CEO who led your com-

pany to record sales and profitability? Or would you prefer to
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maintain the status quo, only to be replaced and watch your
successor, a so-called turnaround artist, take all the credit? (Of
course, turnaround artists may have it easier, as they have more
permission to be muckrakers.) Working hard to get to the top
is admirable. But once you're there, it’s your responsibility to
keep the organization healthy and primed for the future. As a
leader, you must fight complacency and continue to push the
envelope. Your company depends on it.

Like many entrepreneurs, I’'m comfortable with risk. I
took a risk in starting my company. I take a risk every time I
give the go-ahead for a new product or hire a new employee,
particularly if the product requires great investment or the
person comes with a high price tag. The way I see it, it’s
riskier not to launch new products or hire top talent. FWI,
like virtually all companies interested in survival and pros-
perity, is dependent on growth—and the only way to grow is
to take risks. Products that are relevant today may go the way
of the dinosaurs within a few short years, even months. To stay
ahead of the curve, businesses—and the people who lead
them—must embrace risk.

My rule of thumb for the CEO of a large, established com-
pany is to strive to grow the business between 10 and 15 per-
cent each year, both gross and net. If you lead a medium- to
small-sized firm, double that goal. And if you’re an entrepre-
neur in the early stages of the game, double it again. It’s your
job to identify the opportunities that will get you to that level
of growth. How are you going to post numbers like that if you

don’t take risks? (Note: I am not suggesting growth for the sake
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of growth. I use these guidelines as a reminder to keep push-
ing the business forward, and the clearest indicator you have
is financial performance. But temper that desire for growth
with realistic expectations of where a company is in its growth
cycle, the conditions of the market, the industry, and so on.
Expecting a Wal-Mart, for example, to grow at 15 percent
annually is unrealistic—and could lead to the same kinds of
problems that we found in companies pursuing growth at any
cost in the 1990s.)

At my company, it’s only natural that the greatest
gambles—those with the biggest potential payoffs—come
from me. Nonetheless, my employees know that FWI’s cul-
ture is one in which their own risk taking is encouraged and
rewarded. Of course, there are those who are more at ease tak-
ing risks than others, so part of my role is to encourage every-
one to stretch beyond their own individual comfort zones, to
do things differently.

To get the stakeholder perspective, I asked people from
FWT’s editorial, operations, finance, and sales areas to describe
the ideal organizational environment for encouraging risk.

Here’s what some of them said:

Editorial. “Personally, I think it is feeling that I will be
rewarded for original thought and for taking my ideas to the
people who can use them. Sometimes, of course, I don’t know
that my ideas are good ones, which makes it a risk to come
out with them. Nonetheless, I feel rewarded for, if nothing

else, trying to be innovative. Even when people have innova-
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tive ideas that, to be honest, are stupid, the fact that they are
brave enough to throw it out there is appreciated because . . .

how else is the company going to evolve and improve?”

Operations. “As clichéd as the terminology has become,
‘ouside-the-box’ thinking should be highly regarded. Those
who don’t run with an idea or seek tasks outside their normal
duties do not move up the totem pole. Additionally, when a
person takes a risk and does not achieve her goal, the attempt
is not looked down upon but instead is considered a learning
experience. I do consider myself a risk taker, especially when
it comes to voicing my ideas for ways to improve aspects of the
business. While not all my ideas have worked, many have
been implemented and did indeed improve various processes.
I cannot help by staying quiet when I see that something can

be done better, more quickly, or more efficiently.”

Sales. “Risk should be rewarded. In my own situation, I def-
initely take risks with my clients, but they are ethical risks.
Some of the business that I have brought in has required
imagination and stretching on everybody’s part. As a result
of these risks, the company has grown and evolved a little bit
more, and that is very rewarding for me . .. It makes my job

challenging and fun.”

These comments show that maintaining a culture in
which risk taking is supported requires continuous reinforce-
ment from the leadership. As CEO, I can’t simply proclaim that

risk taking within the company is expected and then leave it at
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that. Similar to my responsibility concerning communication
and conflict resolution, I must work to cultivate an atmos-
phere in which stakeholders feel safe putting themselves out
there. And ultimately, that means working to increase trust.
Of course, if someone is just severely risk averse, all the
training in the world won’t change that outlook. At the other
end of the spectrum, there are people who fearlessly go to the
wall for their ideas. However, it can be very hard to find the lat-
ter individuals for your team; and if you have them, you might
need to make sure they are conscientious in their risk taking.
Most leaders will find that the majority of their people are
on the fence when it comes to risk—they may just need a little
encouragement to make the leap. Build trust and spread the pas-
sion about what your company does and you'll encourage peo-
ple to put themselves on the line and take their performance—

and the company’s—to the next level.

Risk and the Employee

No matter your place in the organizational hierarchy, do you
embrace risk as an essential part of your contribution to the
company? Or are you comfortable in your position, happy to
let someone else bear the burden of risk? It’s interesting—peo-
ple often talk about starting their own business but then don’t
because they say the risks are too great. When pressed, these
individuals may say they’re afraid of losing money. In my
opinion, I think they’re more afraid that their risk may end in

failure. As we all know, however, working for someone else
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doesn’t insulate you from failure. In fact, when we sit back and
let someone else take the reins, we may think we absolve our-
selves of risk, when in fact we’re engaging in the riskiest behav-
ior of all: giving up control over our own destiny.

I'll admit, I've indulged in that kind of thinking. At my for-
mer company, my colleagues and I would refer to “the chess-
board.” We often felt we were at the mercy of the machinations
of upper management. But I was wrong—far from being some
inert pawn, I had full control over the quality of my work and
the strength of my relationships throughout the organization.
In fact, I had enormous influence on how management viewed
me, and could create opportunities for myself—if only I took
ownership of that power. For example, let’s say that an impor-
tant position was being created to oversee a new product. The
rulers of the chessboard would sit down and ask, Who has been
creating the greatest results in our organization? Who not only
has the experience but also the drive to make this product a
success? Who is connected and knows how to manage rela-
tionships with others within the organization? Who is smart
and dynamic? Who is a proven leader?

During my last year with that company, my wife gave me a
framed picture of a large sailboat heading out to sea. Entitled
“Risk,” it was one of those popular motivational posters that
peppered the halls of corporate America at the time. The cap-
tion underneath the picture read: “You cannot discover new
oceans unless you have the courage to lose sight of the shore.”
Every day I went to work and looked at the poster—it was a

constant motivation to me as I contemplated starting my own
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company. But its meaning was the same for me as for a stake-
holder in a large corporation.

There are plenty of opportunities within the corporate
culture for taking risks, be they large or small—approaching
a problem in a new way, taking that innovative idea and giv-
ing it life . . . making your own destiny by being creative,
courageous, and conscientious to the best of your ability and
to the greatest extent possible within your environment. The
path won’t necessarily be easy: there will be ideas that don’t
work, roadblocks to execution, resistant managers who are
themselves threatened by risk taking. But if you persevere,
odds are that you will differentiate yourself—and make a dif-
ference in the process. Perhaps you will inspire your col-
leagues to take some risks; maybe one will get up the nerve to
propose that idea he has been silently harboring. At my for-
mer company, my most memorable achievements resulted
from projects in which I took a significant risk. Spread the
word, lead by example.

No matter what business you’re in, as an employee-
stakeholder you have signed on to participate in a collective
endeavor of creativity. In a rapidly evolving marketplace, com-
panies must continuously innovate to keep providing value for
their customers, both external and internal. You have a vital
role in this process: it entails realizing how your own creativ-
ity and initiative can make a difference, and doing something
about it. Don’t discount your importance—stand up and make
that difference.
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When Taking a Risk Ends in Failure

Earlier in this book, I touched on a difficult period I experi-
enced during the early days of FWI. I was raising questions
about the meaning and truth in everything, including who I
was and what I was to become. Obviously, this is not a unique
experience. These kinds of questions surface for all of us as we
wrestle with our humanity, wondering what’s the point . . . or
even if there is a point at all.

But let me back up a little. Ever since my youth I've been
intrigued by the concept of personal excellence—the science
and art behind human potential. It may sound odd, but as a
teenager I loved listening to motivational speaking tapes I'd
borrowed from my dad. I would play these recordings again
and again, fascinated by the stories of greatness and intrigued
by the secrets of excellence. This interest continued through-
out college, graduate school, and beyond. And when I later
found myself questioning everything, I turned to seminar
training, driven in great part by my desire to find the key to
what makes a person successful—or at least the commonali-
ties among successful people.

I took courses in leadership, entrepreneurship, and nego-
tiations. And my search for answers had an unintended side
effect: as I was studying, I often pictured myself in front of the
room—as the teacher instead of the student. Years before, I
had taught several marketing classes at the local community

college. Now that I was back in a learning environment, I
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found myself missing that experience, that interaction with
curious learners. It was about that time that my business men-
tor approached me about becoming an executive coach.
Intrigued, I headed off to a three-week training program run
by a California-based company. The program not only taught
me invaluable coaching skills, it also inspired me to go down
the path of serious introspection. For me, it was the right place
at the right moment.

Though I didn’t stay in the executive coaching field for
long—the demands were too great at a time when FWI
needed my full attention—I kept in close contact with the
training company. Two years later, through an odd chain of
events, the company’s leaders approached me with an inter-
esting proposition.

The founder, whom I'll call Dave, had been having prob-
lems. While his consulting practice was thriving, his seminar
product line was languishing. The shoestring sales staff was
barely keeping it alive, and its losses were eating into the prof-
its of the consulting business. Dave flew to Phoenix and pro-
posed that he spin off the bleeding seminar business to me.
I was hesitant, but agreed to take a look.

Considering my interest in personal excellence, the vehi-
cle was perfect. While I had some issues concerning the struc-
ture of the seminars themselves, I believed that the main
problem lay with how they were marketed. I decided to take
the risk. I agreed, in principle, to take this dying product and
breathe life into it. I thought it was just a matter of strategy,

money, and time before we would have rooms full of eager,
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paying customers. Moreover, I would finally have the oppor-
tunity to teach others what I believed about success and per-
sonal excellence. I had the means to the end.

This will give you some insight into my perspective on
risk: even before we had a deal in place, I incorporated the
seminar line as a new business and hired four people. I had a
close relationship with Dave and wanted to hit the ground
running. I mean, how hard could the seminar business be? (If
you run a seminar business, you might as well skip the next
few sentences. You probably already know how the story ends.)
Well, I'll tell you how hard it is. We worked day and night to
get the business off the ground. We gave away seats to fill the
rooms. After five months with only $9,500 in revenue, I real-
ized that it just wouldn’t be possible financially to make this
new company work. After much agonizing, I shut down the
business and returned everything to Dave. Amazingly, even
after five months, we still didn’t have a signed partnership deal.
We had never come to terms about what our partnership

would look like, and now it was over.

Lessons Learned

On one hand, this experience was a lesson to me in the
importance of conscientiousness when it comes to risk tak-
ing. Before taking over the seminar business, I set limits con-
cerning the amount of money and time I'd devote to this
new venture. When I exceeded the money limit long before

the time limit, I knew it was time to pull the plug, even
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though it hurt to do so. But should I have even entered into
this arrangement in the first place? Because of my risk-
taking nature, I'm inclined to jump head first into interest-
ing challenges—in this case, so much so that I refused to
be dissuaded by others who could judge the situation
much more objectively. Looking back, I had tepid support
from stakeholders at FWI, who were rightly concerned about
me stretching myself too thin. Similarly, when I proposed the
idea to my fellow members of TEC, a peer-group orga-
nization for CEOs, the response was unanimous: Don’t do it.
I went ahead anyway, and the failure, though costly, wasn’t
fatal. The experience taught me that in the future, my pas-
sion and propensity for risk must be tempered with a bit more
due diligence.

That being said, the experience itself also taught me a les-
son about accountability and integrity. Aside from my self-
imposed financial limitations, Dave and I never finalized our
business partnership because we ran into larger issues of val-
ues and beliefs. Having founded the seminar business, Dave
obviously had very specific ideas of what they should be. At
first, I concurred with his vision. However, after months of
analysis, brand work, and product development, I discovered
that I had a very different vision for the seminars. Like Dave,
I had been studying the issues surrounding personal excellence
for twenty years. But we had come to different conclusions
about how to guide others in their own pursuit of it. This
became clear only after months of intense meetings, philo-

sophical discussions, and collaborative analysis. In the end, we
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found that neither of us could follow the other’s path, not for
all the money in the world.

Because both of us took full ownership of our roles in the
relationship, we were able to amicably part company. Was
there disappointment and frustration? Absolutely. But because
we stood by our beliefs—yet were respectful of each other’s
position—we were able to salvage our relationship from the
failed partnership. Thus, the experience reinforced the value

of accountability and integrity both in business and in life.

The Final Lesson

And finally, the experience reinforced for me a vital lesson
about the nature of success, one that I first learned back when
I was sixteen, surreptitiously listening to my father’s motiva-
tional tapes. It’s a common theme, but one that we often for-
get in our winner-take-all culture: Success is an ongoing
process, a path rather than a final destination. And risk taking
is a vital part of that process, as important as hard work. The
worthiness of our goals, principles, and dreams inspires us to
take these risks—and even if we fail, we’ve still taken another
step toward realizing them. In this way, risk should not be seen
as an all-or-nothing proposition, but rather one of the most
important ways in which we aspire to the vision we have for
our companies and ourselves.

In 1997, Apple Computer launched its first major brand
advertising campaign in several years. Created by TBWA
Chiat/Day, the new “Think Different” campaign celebrated the
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“creative geniuses” of the twentieth century: Albert Einstein,
Martin Luther King Jr., Mohandas Gandhi, Pablo Picasso,
Amelia Earhart, and Thomas Edison, to name a few. Artists,
peacemakers, inventors, and pioneers, these individuals all had
the courage to think in a different way, to challenge the norm,
to take a risk. Previously, Apple and TBWA Chiat/Day had col-
laborated on the legendary “1984” ad, in which one coura-
geous woman took on the Orwellian sameness of a PC world.
While the “Think Different” campaign represented a softer
approach, the core message was the same: risk takers can
change the world.

When it comes to Apple itself, CEO Steve Jobs has
embraced the role of risk taker to keep his company in the
game—and in the process breathe life into the ailing music
industry. The Apple brand is undeniably hip, having achieved
cult status and a following among designers and artists.
However, as we all know, “cult status” generally translates into
“miniscule market share.” With only 3 percent of the global
computer market, Apple has been a niche player in a universe
dominated by Microsoft.

But instead of languishing on the sidelines of the PC
game, Apple is redefining itself by taking risks. According to
BusinessWeek, after the tech implosion of 2000, Jobs told
employees that the company would “innovate through the
downturn” rather than resort to layoffs. That innovation has
led to the gradual transformation of Apple into a “high-end
consumer-electronics and services company a la Sony.”*

Coming on the heels of its iPod™ MP3 player, Apple launched
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the iTunes” Music Store amid great fanfare in April 2003. Not
only did iTunes offer easy downloading of music from all five
major music labels at 99 cents a song, it promised exclusive
tracks from artists and special videos that users could view
for free.

Many heralded Apple’s service as a savior of the music
industry, which, in an attempt to stop illegal file sharing, was
filing lawsuits against twelve-year-olds and rolling out cum-
bersome online services that “rented” music to subscribers.
With the introduction of iTunes, it appeared that someone—
Jobs—finally got it right. “Consumers don’t want to be treated
like criminals, and artists don’t want their valuable work
stolen,” he remarked. “The iTunes Music Store offers a ground-
breaking solution for both.”

By the end of 2003, iTunes would be expanded to Windows®
users. This and the earlier release of an iPod for Windows rep-
resented another kind of risk for Jobs. “The reason Apple has
succeeded in creating elegant, easy-to-use software and hard-
ware is that it has complete control over the design and man-
ufacturing of its products,” noted BusinessWeek. “But coming
out with Windows software, such as iTunes, and hardware,
such as the iPod, puts Apple in the same situation as any other
third-party developer for the dominant Microsoft platform.”

However, while Jobs will face a challenge in developing
elegant, easy-to-use products for Windows, the rewards could
be huge. “Clearly, Apple will benefit enormously if it boosts its
share of the computer market by even 1 percent—such a gain

would lift its revenues by nearly a third and increase profits
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even more,” reported Fortune on the day iTunes was launched.
“In the meantime, if [iTunes] takes off—and computer users
of all stripes start buying millions of songs on line each
month—that will translate into tens of millions of dollars in
new revenues per month for Apple.”

Just over four months later, Apple reported that iTunes
users had purchased and downloaded more than ten million

songs. Looks like “thinking different” is paying off.

Moving Forward

As T write this, the economy has been in a slump for nearly
three years, depending on how you define the downturn. In
response, companies have slashed costs and lowered invest-
ment in an attempt to weather the storm. Considering the cur-
rent environment, this chapter is as timely as ever—for I
believe that in downturns and difficult times, CEOs and other
organizational leaders must continue to push their tolerance
for risk. Fred Smith founded FedEx in one of the worst eco-
nomic periods since the Depression; Compaq was launched in
1982 amid a recession; and Wal-Mart opened a record num-
ber of stores during the 1991-92 recession.

In a Business 2.0 piece, Gary Hamel and Erick Schoenfeld
argue for the need for continued innovation in difficult times.
They observe that cost cutting and innovation avoidance in
economic downturns only make companies “smaller, not bet-
ter.” Innovation, combined with courage and prudent invest-

ment, will position the leading companies of the future:
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In the midst of hunkering down, we need to remind our-
selves that we are still living in a world pregnant with
possibility. The hard times will end. Billions of dollars in
new wealth will be created. Focus too much on retrench-
ment, and your company will emerge from the down-
turn weakened, diffident and uncertain of the future.
Manage this period well, and your company will emerge
lithe, impassioned, and raring to go. Those who beat the
bear will be ready to ride the next bull.®

It’s true that fear makes us more risk averse, and that some
reckless CEOs have given risk taking a bad name. However,
members of Accountable Organizations understand that, even
during tough times, they need to embrace educated, respon-
sible risk taking to ensure the growth and prosperity of their
companies, as well as the advancement of their careers. These
risk takers are creative, courageous, and conscientious—they
have the faith and will to follow their passion, and they do
their homework. When you make it your mission to be the

vanguard, you put your company on the cutting edge.
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1.

BUILDING THE
ACCOUNTABLE ORGANIZATION

Do you challenge yourself to take risks in your work and
in your relationships with others? To help make that
determination, ask yourself the following questions:

» What is the last completely crazy idea | had?

» Are there any challenging conversations I've been put-
ting off?

+ What more do | know today about our customers that
I didn't know yesterday? How am | applying this knowl-
edge to how | do business?

» When was the last time | failed?

This last question should be of particular interest to you.
If you haven't “failed” in some respect, it means you've
been content to live within your comfort zone.

. How well do you encourage risk taking among those who

look to you for guidance? Solicit feedback from your
team regarding how challenged they feel in their job and
how confident they feel in taking educated, responsi-
ble risks.

. If you are a team member at an organization with a risk-

averse environment, how can you introduce or propose
educated, responsible risk taking to your supervisor
and/or colleagues?



CHAPTER TEN

SOUTHWEST
AIRLINES
Integrating Accountable
Organization Principles

The Accountable Organization can sound pretty utopian.
Some might say that in the real world of cutthroat compe-
tition, most companies are wholly occupied with survival—
making their targets, making the stockwatchers happy. Of
course, if a company doesn’t make money, eventually there
will be nothing for stakeholders to have a stake in. But some
companies are managing to make the grade financially
while staying true to the principles of accountability. In fact,
some would argue that their accountable culture makes all
the difference.

~ 159
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Southwest Airlines: A Standout
in an Industry Under Siege

In chapter 2, I related my personal experience with some
apparently nonaccountable thinking at a major U.S. airline—
an unfortunate thing, given the precarious position of the
industry at the time. Despite an enormous bailout package
administered by the federal government, major carriers were
still cutting routes and laying off employees a year after
the September 11 terrorist attacks. U.S. Airways filed for
Chapter 11 bankruptcy protection in August 2002, and United
Airlines, the nation’s second-largest carrier, followed suit four
months later. According to the Air Transport Association of
America, the industry’s losses topped $10 billion in 2002.
The following year, in a dramatic series of twists and
turns, American Airlines narrowly avoided bankruptcy. Just as
American’s unions agreed to steep pay cuts, the deal was nearly
swamped by revelations of a pension trust and retention
bonuses exclusively for the airline’s executives. Chief Executive
Donald Carty publicly apologized for how these plans were
communicated, but the damage was done: Carty would resign.
After intense, down-to-the-wire negotiations, the unions and
American’s management agreed to a compromise that would
allow the airline to avert Chapter 11. At a press conference to
announce the last-minute reprieve, Gerard Arpey, American’s
new CEO, commented, “It will come as no surprise to anyone
that there is a definite need to rebuild trust within our company.

Not just between unions and management—but between
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»]

every member of the AMR family.”' (AMR is American’s par-
ent company.)

How different the picture is at Southwest Airlines. In the
midst of the turmoil, the discount carrier has stood out for its
avoidance of layoffs and continued profitability. In winter
2003, Southwest boasted thirty consecutive years in the black.
With the weak economy and increased insurance and security
costs, Southwest faced an uncertain profit picture going for-
ward, but its relative success in the midst of an industrywide
crisis is a testament to the company’s savvy business strategy—
and, according to the airline’s employees and executives, to its
accountable corporate culture. “To me, we could not have
achieved our continued success without the culture, that’s for
sure,” says Colleen Barrett, Southwest’s president and COO.
According to Barrett, Southwest employees “sign up for us
because they have a passion for customer service and because

they want to be part of a cause, not part of a company.”

What Makes Southwest Different?

This is not an organization facing a crisis of trust. An NPR
reporter visiting a departmental party at Southwest notes how
the employees swarm around Barrett and co-founder Herb
Kelleher, both of whom have dropped by to sample the home-
made dishes. “This party is instructive about Southwest
Airlines in several ways, not the least of which is the obvious
lack of deference shown to Kelleher and Barrett,” the reporter

observes. “There is no fear, no reticence, no carefully parse
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toadying going on here.” Kelleher credits Barrett with being
the main architect of Southwest’s unique culture, telling the
reporter, “She nurtured and she produced a culture which is
truly extraordinary, where people feel cared for. They feel
wanted. They feel that they can be individualistic. They don’t
have to wear masks to work.”” In my conversation with her,

Barrett reiterates that sentiment:

We talk at Southwest a lot about freedom. We encour-
age freedom within the workplace and we talk about the
various freedoms that we offer, both internally and
externally. And one of the neatest freedoms that we offer
to our employees, I think, is the freedom to be them-
selves. I spend a lot of time with new hires talking to
them about the fact that they were hired because of their
individuality.

Some may dismiss all this as warm-and-fuzziness: nice to
have, but not the core reason why Southwest succeeds. But
because Southwest is an Accountable Organization—and
because it is accountable to its employees first—the employees
in turn fight tooth and nail for their airline. Southwest calls
this the “Warrior Spirit,” and it’s helped the company weather
many a storm. Tales abound of employees taking extraordi-
nary initiative—oftentimes at their own expense—to keep the
airline successful. After September 11, concerned employees
offered to give up part of their paychecks, donate some of
their profit sharing—even give Southwest their tax refunds.

Employees created “Pledge to LUV” (LUV being the company’s
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stock symbol), a program in which individuals could donate
one to thirty-two hours of salary to the airline through pay-
check deductions. It wasn’t the first time Southwest’s employ-
ees had pulled together. Back during the first Gulf War, when
skyrocketing fuel prices threatened the airline, a cargo
employee came up with the idea for a “Fuel from the Heart”
program. Through voluntary payroll deductions, Southwest
workers raised money to help defray jet fuel costs.

The passion behind this Warrior Spirit also ensures a stel-
lar corporate reputation and exceptional performance in the
marketplace. Southwest’s claim of legendary customer service
is not inflated: the airline consistently wins accolades for cus-
tomer satisfaction and safety. In the twenty-plus years since
Fortune has been issuing its annual list of “America’s Most
Admired Companies,” Southwest has landed in the top ten six
times; in 2003, it ranked second. From 1997 through 2000, the
company ranked in the top five of Fortune’s list of “100 Best
Companies to Work For in America.”

And for those who believe the proof is in the numbers, in
fall 2002 Money published a list of the thirty best-performing
stocks during the thirty years since the magazine was founded.
With an annualized return of 25.99 percent, Southwest topped
the list—a $10,000 investment in the airline made in 1972
would be worth $10.2 million in 2002. Wharton finance pro-
fessor and author Jeremy Siegel told Money, “When you think
about it, it is absolutely remarkable that Southwest could
come out No. 1 despite being in probably the worst industry

in America.*
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People First

There is no ambiguity in the message that Southwest seeks to
project: While the airline’s paying customers are important, its

employees are even more so. Says Barrett,

We are very up front, even with our passengers, in say-
ing we have three customers at Southwest Airlines, and
this is their order of importance: number one is our
employee, number two is our passenger, and number
three is our shareholder. The philosophy being that if we
take care of the employees and make them feel good
about who they are, and how they are to be the owners
we want them to be, then they’re going to deliver the
same kind of respect and earn the same kind of trust
with their passengers that the company earns from

the employees.

At corporate headquarters in Dallas, the corridors are cov-
ered with thousands of photos of Southwest employees—
snapshots of people with their families, their motorcycles, their
pets. Instead of Human Resources, the company has a “People
Department,” one whose philosophy is to hire for attitude, not
credentials. After all, Barrett was Herb Kelleher’s legal secre-
tary when he co-founded the airline in 1967.

Furthermore, Southwest’s mission statement is in two parts,
with the second (and longer) section geared specifically to the
airline’s employees (see p. 165). When I asked Barrett about

Southwest’s mission statement, she told an interesting story:
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SOUTHWEST AIRLINES’
MISSION STATEMENT

The Mission of Southwest Airlines

The mission of Southwest Airlines is dedication to the high-
est quality of Customer Service delivered with a sense of
warmth, friendliness, individual pride, and Company Spirit.

To Our Employees

We are committed to provide our Employees with a stable
work environment with equal opportunity for learning and
personal growth. Creativity and innovation are encouraged
for improving the effectiveness of Southwest Airlines. Above
all, Employees will be provided the same concern, respect,
and caring attitude within the organization that they are
expected to share externally with every Southwest
Customer.®

It was probably in the early eighties—we never had a
mission statement. Herb is a great leader and mentor
and coach, but he’s not too much into the formulaic
way of doing things. He really wasn’t too keen on hav-
ing a mission statement. He’s a real visionary, but again,
he doesn’t like to define things, either. At the time, our
VP of People—our human resources department—was
just insistent that we have a mission statement, because

everyone had a mission statement. She hired a consultant
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to come in and work with our senior management com-
mittee, which was probably twelve or thirteen officers at
the time, and they were going to draft a mission state-
ment. Herb went to the first all-day session . . . and he
fired the consultant at the end of the day.

According to Barrett, Kelleher then drafted a mission state-
ment, including the longer portion dedicated specifically to
employees. The committee then helped fine-tune the state-

ment, maintaining its focus on employees:

I think all we were trying to do there was to show that
our commitment to our employees was as critically
important as any commitment to our shareholders. And
at the time we hadn’t defined the pyramid, where
employees were first, passengers second, and sharehold-
ers third. But I think we were already philosophically
there—even though we might not have articulated it—
we were already approaching customer service internally
the same as we were externally. And I suspect that’s why

we [created the mission statement]| that way.

Trust, Accountability, and
Integrity at Southwest

“Next to safety, which is first and foremost in our business and
has to be the top priority for everybody, I would say that trust is
the number two priority,” Barrett says. “I might surprise you

with this answer, but because we approach customer service
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exactly the same way—whether it’s internal or external—I place
the same degree of importance on the word trust whether 'm
talking about employees or passengers.” And at Southwest, the

external customer isn’t necessarily always right. Barrett explains:

It’s all very logical to me, but I think it’s sometimes a sur-
prise with some other customer service—driven compa-
nies that will say the customer is always right. We don’t
subscribe to that. And we have said that publicly, too,
which has caused me a letter or two! But that is one of
the ways that we earn the trust of our employees. I'm not
saying that if the employee makes a mistake, and it’s a
serious enough mistake, that they won’t be disciplined or
talked to. But I am saying that if the customer was
wrong, and if the customer behavior was bad, then I am
going to defend and support the employee. We haven’t
done this often, but we have, on occasion, told a customer

that we don’t want him or her back on our airline.

So by naming trust a top priority within the organization—
and by backing it up—Southwest shows its employees how
much they are valued. As Barrett says, if the airline values and
respects its employees, they are going to turn around and do
the same for their passengers. They’ll stand up for their com-
pany, just as they know their company will stand up for them.
Trust begets trust.

And when it comes to accountability, it’s not surprising to
hear that the word has been used at Southwest for many

years—long before the concept made the media spotlight.
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Accountability has been a featured topic of Herb Kelleher’s
annual “state of the airline” address to the field. And Barrett
herself is continuously engaging employees in discussion on
the subject. “To me, accountability is taking responsibility for
your own actions—you have to grade yourself.” She then takes
it a step further, noting, “Once you've done that, as a Southwest
employee, you are then empowered to hold others accountable
for their actions. But you can’t do it if you're not doing it with
yourself first.” And when asked about integrity and what it

means to the people of Southwest, Barrett replies,

One of the things that we talk about and have for
thirty years at Southwest is the Golden Rule. I guess
because of my background and the way I was raised, to
me the Golden Rule taught me ethics and gave me
integrity. If you were to walk up to employees at
Southwest and ask them if integrity is important, I think
their answer would be yes. I think if you asked them to
define it, they might say to you that it is practicing the
Golden Rule . . . it means doing the right thing.

Barrett feels the best way to strengthen integrity among
her employees is to trust them to make the right decision on

their own:

I don’t like it when [employees] say, “Well, what should I
do?” I don’t want to give them the answer. I say, “Well,
what do you think is the right thing to do?” And that can
frustrate the hell out of people, but it gets them to really
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think. And in most cases, when the employee knows that
you really mean it—you know, it’s not a trick question—
I think that brings out the integrity in people. Caring
enough to really agonize over a decision. When all is said
and done, I want the decision to be made in terms of
what is best for Southwest Airlines as a whole, not what
is best for me as an individual, what is best for my
department, whatever the case may be. Am I doing the
right thing with this set of circumstances I've got in front

of me? If I am, then I'm using integrity in getting there.

Leadership and Communication

Barrett shares the belief that there is no one prescription for
effective leadership. “The key to being the most effective leader
is to build an organization or team with people who want to
subscribe to and follow your style, philosophies, and behav-
iors,” she says. “In other words, you can have a great leader at
one organization who would be a dismal failure at another.”
Barrett credits the leadership of co-founder and chairman
Herb Kelleher with making Southwest what it is today.
(Kelleher turned over the airline’s day-to-day operations to
Barrett and CEO Jim Parker in June 2001.)

In addition to what has undoubtedly been a sure and cau-
tious hand in directing the airline’s financial moves (“We’ve
been managed and led for thirty-two years to realize that we
need to be managing for the worst of times during the best of

times”), Barrett points to Kelleher’s humanitarian leadership.
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“Part of the success of Southwest has been because Herb is

such an all-inclusive person,” she says.

We wouldn’t even have titles here if the world didn’t dic-
tate that we have them. In Herb’s mind, the team is just
sort of all on the same level. He'll ask everyone and any-
one for their opinions and their thoughts—I’m not say-
ing that he won’t mull it over and make a decision
finally on his own, but he’s all-inclusive in terms of shar-

ing thoughts and soliciting opinions.

Barrett’s own philosophy on communication has a simi-
lar egalitarian bent. She believes that the most important
aspect of good communication is to reach out to people in

every way possible:

You can write five thousand memos, and if the person
isn’t one who learns or wants to communicate on a piece
of paper, you've wasted your time because they won’t read
it and they won’t respond to it. So we overkill: we do
things on paper, we do things on e-mail, we do things on
video . . . we communicate to death. There is not anyone
here who could ever say that he or she doesn’t get updated
frequently on anything in which they have an interest.

Southwest also improves communication by requiring that
managers spend at least one day per quarter in the field, in a
department and with an employee that they don’t ordinarily
work with. Finally, Barrett is a stickler for timeliness when it

comes to internal communication:
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We follow the exact same philosophies in terms of turn-
around time for our internal communications as we do
our external. We have goals, and I really hold people
accountable on those. I think that the timeliness of the
communication is almost as important as the commu-
nication itself. So that’s something that I've been almost

dictatorial about—I will not excuse late responses.

Defining Your Expectations

When asked about her formula for building an organization
like Southwest’s, Barrett stresses the importance of defining
expectations. As with all things at Southwest, Barrett says that
clearly defining expectations is equally important at the inter-

nal level as well as the external.

I think one of the reasons that Southwest has such loy-
alty from its passengers and employees is because we tell
people very clearly what they can expect to get from us.
And we don’t purport to be all things to all people. And
we don’t make excuses for what we’re not. I think one of
the reasons that our customers are so accepting about the
simplicity of our operation is because we take the time
to tell them why we operate differently from other car-
riers, and why that results in a lower fare to them as the
user. Also, I've never thought that any employee should
ever be surprised at being disciplined or fired. If they are,
that’s when I call the supervisor or manager, because

they haver’t clearly defined what the expectation was.



172 —~ THE ACCOUNTABLE ORGANIZATION

And not surprisingly, Barrett then returns to the concept

of accountability as a critical success factor.

You have to religiously hold yourself accountable first
and then hold everyone else accountable. You simply can-
not make exceptions to accountability. I have no problem
in being able to put the personal feelings about someone
on one shelf and the accountability rating of someone’s
contributions and responsibilities to the company on
another. I can—and I think everyone should—~be able to
look a friend in the eye and say, “You haven’t performed
to our expectation. I don’t like you any less, we can still
be friends, but I cannot sit here and sign a merit increase
for you or sign promotional paperwork for you because
you haven’t earned it.” I think that the higher up that
people move in organizations, the more people want to

turn their head. I just don’t think you can do that.

It seems simple: Tell people what they can expect from you
and what you expect of them. Hold yourself accountable for
what’s expected of you, and then make sure others do the
same. It’s as clear a prescription as any for true stakeholder-
ship. As Southwest says, it’s a company of people, not planes.
People are the airline’s most important asset. And how do its
employees know this? Because that’s the way they are treated.
It’s a simple expression of the integrity that’s at the heart of all

Accountable Organizations.
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BUILDING THE
ACCOUNTABLE ORGANIZATION

. According to President and COO Colleen Barrett,
Southwest’'s commitment to its employees is “as critically
important as any commitment to our shareholders.” Do
you agree or disagree with this philosophy, and why?

. At your company, is the customer always right? What are
the pros and cons of this position in terms of trust, both
external and internal?

. Think about common customer service issues encoun-
tered by employees at your company. Ideally, to what
extent should employees be empowered to decide the
“right” thing to do in these situations?

. How clear is your organization about expectations—both
in terms of what is expected of its employees and what
customers can expect from the company? What is the
impact on employee and customer trust?






CONCLUSION

When I started my company in 1994, I wasn’t driven by the
allure of potential riches. After graduate school and several
years as a junior executive in corporate America, I wanted to
take the best of what I'd learned and create a company of my
own. My idealism knew no bounds: I would lead with bril-
liance and compassion; customers would bang down our
doors; and my employees would feel that their time at FWI
was an experience—not just a job.

Of course, as you have observed from the many examples
in this book, FWI isn’t quite the Edenic organization that I
had envisioned. We prospered, but we also encountered the
challenges that every company faces—and found ourselves

struggling for answers. Then, as I became consumed in my

~ 175
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own pursuit of making FWI a financial success, I lost sight of
why I started the company in the first place. My relationships
and health were suffering because of it.

I stopped and took stock. There had to be a way that I
could be successful in all the things that were important to me,
not just my business. As I searched, a single word continued
to surface, one that would later become the foundation of the
principles outlined in this book. It appeared again and again,
in the writings of Emerson and Jefferson, in spiritual works,
in books on successful leadership.

That weighty word is integrity. And studying what it means
made me realize that somewhere along the way, the principles
I believed in had become disconnected from the choices I
made. When I reconnected them, my life began to turn around.
I could become truly accountable in my relationships with oth-
ers, and because of that, I was rewarded with trust.

I realized that my company needed the same kind of
reconnection. When I began to reassess how and why FWI
operated, I must admit I was shocked at the parallels with my
personal life. The very same principles of integrity, account-
ability, and trust played crucial roles in my experience as an
entrepreneur—and, looking farther back, in my experience as
a citizen of corporate America.

As I noted in the introduction, creating an Accountable
Organization is an ongoing process. But as we’ve seen from
companies such as Southwest Airlines, it’s a process worth
undertaking—not only because pursuing an ethics-driven

organization is the right thing to do, but because it’s good
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business. Accountable Organizations thrive because they have
a unique competitive advantage over less principled busi-
nesses. Consider this perspective from the late Marvin Bower,

legendary McKinsey consultant, author, and strategist:

The business with high ethical standards has three pri-
mary advantages over competitors whose standards

are lower:

A business of high principle generates greater drive and
effectiveness because people know that they can do the
right thing decisively and with confidence. When there
is any doubt about what action to take, they can rely on
the guidance of ethical principles. Inner administrative
drive emanates largely from the fact that everyone feels
confident that he can safely do the right thing immedi-
ately. And they also know that any action that is even
slightly unprincipled will be generally condemned.

A business of high principle attracts high-caliber people
more easily, thereby gaining a basic competitive and profit
edge. A high-caliber person favors the business of principle
and avoids the employer whose practices are questionable.
For this reason, companies that do not adhere to high eth-
ical standards must actually maintain a higher level of

compensation to attract and hold people of ability.

A business of high principle develops better and more
profitable relations with customers, competitors, and

the general public because it can be counted on to do the
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right thing at all times. By the consistently ethical char-
acter of its actions, it builds a favorable image. In choos-
ing among suppliers, customers resolve their doubts in
favor of such a company. Competitors are less likely to
comment unfavorably on it. And the general public is

more likely to be open-minded toward its actions.

Too often, these values tend to be taken for granted. My
point in mentioning them is to urge executives to
actively seek ways of making high principle a more
explicit element in their company philosophy. No one
likes to declaim about his honesty and trustworthiness,
but the leaders of a company can profitably articulate,
within the organization, their determination that every-
one shall adhere to high standards of ethics. That is the
best foundation for a profit-making company philoso-
phy and a profitable system of management.’

By the way, this passage was written in 1966—long before
the era of “infectious greed.” Bower’s words show that while
integrity, accountability, and trust are media hot buttons today,
these concepts have always been—and will continue to be—
central to professional and personal success.

At the core of Accountable Organizations is integrity—
ensuring that stakeholders stand by their values, remain true
to their purpose, and seek to make decisions based on what’s
right. There is a pervasive sense of ownership, supported by
systems for accountability and leaders who understand their

greater responsibility to the organization as a whole. And at
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the end of the day, this way of doing business earns and sus-
tains trust.

The Accountable Organization is aspirational—it’s a disci-
pline that we practice every day. We'll continue to fall down and
get back up in our pursuit of it. Most of the time we’ll learn
from our mistakes and change course; other times we’ll repeat
the same blunders again and again despite knowing better. Yet
we’ll continue down the learning path, knowing that with
nearly every challenge we confront, we’ll become stronger,
wiser, and more effective in building trust among our col-

leagues and customers. Consider this insight from Peter Senge:

To practice a discipline is to be a lifelong learner. You
“never arrive”; you spend your life mastering disciplines.
You can never say, “we are a learning organization,” any
more than you can say, “I am an enlightened person.”
The more you learn, the more acutely aware you become
of your own ignorance. Thus, a corporation cannot be
“excellent” in the sense of having arrived at a perma-
nent excellence; it is always in the state of practicing the

disciplines of learning, of becoming better or worse.’

I, for one, have learned just how difficult this learning process
can be. But I've also found that the rewards are commensurate
with the challenge. When you and others commit to embracing
integrity, accountability, and trust, the collective result—the
Accountable Organization—can transform the business envi-
ronment and help ensure your company’s growth and sustain-

ability. The choice for creating that transformation lies with you.
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