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Jack Welch and Herb Kelleher: Two Leaders, One Passion

Introduction

So what was it that made GE and Southwest so successful?  How did these companies dominate their competition?  What made them different?  What did Jack Welch and Herb Kelleher do to put their respective companies on the path to success?  There is no single answer to any of these questions.  Both Jack: Straight from the Gut and Nuts demonstrate how Jack Welch and Herb Kelleher used their individual leadership styles to achieve success at their respective companies.  While it is true great leaders come in all styles we often see a striking commonality in the main principles of effective leadership.  This striking commonality is evident in the successful leadership of Jack Welch and Herb Kelleher.  Furthermore, the ultimate success of both Jack Welch and Herb Kelleher can be attributed to one common principle of leadership.  

The Facts   

Jack Welch is one of the most talked about and widely emulated managers in business history.  His effective leadership strategies helped increase GE’s market value by more than $400 billion over two decades.  Jack Welch shares his valuable experiences and reveals his “secrets to success” in both his business career and personal life in his book Jack: Straight from the Gut.


With both great detail and some humor, Jack gives readers the “big hits” and “big misses” that characterized his career.  Starting as an engineer with GE in 1960 earning just $10,500, Jack learned right away that he must “get out of the pile” when his first raise was the same as everyone else’s.  He stayed away from the corporate bureaucracy while running a $2 billion collection of GE businesses out of a Hilton hotel in Massachusetts.  


After avoiding GE’s headquarters for years, Jack was eventually summoned by then Chairman Reg Jones, who was planning his succession.  There ensued one of the most difficult parts of Jack’s career, Jack’s struggle to make it the CEO’s chair.  A warm embrace from Reg Jones confirmed that Jack was the new boss and the GE transformation would soon follow.  


Jack takes us through the “Neutron Jack” years, when GE’s employment numbers fell drastically as he implemented his strategy to “fix, sell, or close” each business and reveals how he used the acquisition of RCA as a foundation for GE’s future earnings.  He also makes it a point to openly reflect on his mistakes.  In “Too Full of Myself,” he describes the purchase of Kidder Peabody as a major mistake due to Kidder’s incompatibility with GE’s corporate culture.  He reflects in detail on his selection of a successor and the bid for Honeywell in his final year with GE.     


Herb Kelleher is often regarded as one of America’s best CEO’s.  In Nuts, Kevin and Jackie Freiberg tell the story of Southwest Airlines, the company started by Herb Kelleher in 1971.  Herb’s company started with four planes serving three cities with total revenues of $2 million.  By 1995, the company had 224 planes serving 45 cities and revenues of almost $3 billion.  Moreover, Southwest has turned a profit every year since 1973, one of only few airlines that can make that claim.  Throughout periods of adversity troubled with fare wars, layoffs, and soaring operating costs, the company continues to be profitable.  


Nuts is a collection of the stories behind the country’s most successful airline and Herb Kelleher.  The book shows how Herb “reinvented” air travel.   Herb’s use of principle-centered leadership inspired his employees to achieve remarkable results.   Southwest’s unique brand of business success has had a tremendous impact; the company’s stock has soared 300 percent since 1990.  


Southwest is regarded as the safest airline in the world and is top in the industry in service, on-time performance, and lowest employee turnover rate.  Kevin and Jackie Freiberg worked with Southwest for more than ten years; their unlimited access to the people and documents within the company helps them describe the inner workings of one of America’s biggest success stories.  
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Analysis    

In Jack: Straight from the Gut, Jack begins by paying tribute to his mother for being such a positive influence in his life.  Jack’s abilities to get “the best out of people, compete hard to win, set “stretch” goals, and motivate people by alternately hugging and kicking them” comes from his mother.  He attributes all of these qualities to the self- confidence instilled in him by his mother.


In “Getting Closer to the Big Leagues,” Jack stresses the importance of hiring the right people.  He was always looking for people with a passion and desire to get things done.  Some of his main principles of leadership are evident in his discussion of the best formula for success used for company projects.  Providing project visibility to a group of great people and motivating those people with rewards is one of Jack’s formulas for success.  He stresses the importance of people and he motivated his people by putting meaning into their work.  He truly believes that the more his people enjoyed the work, the better their performance would be.  He believed that treating people in a first-class way would attract and enable him to keep the best people.  He wanted GE to be about finding and building great people.  Jack believed that hard work built self-respect and self-confidence by accomplishing more than what was previously thought possible (stretch).  

Jack stresses the importance of a long-range competitive solution or company-wide vision.  He realized that change was needed within the organization and he created an informal family with a shared vision.  He transformed GE into a “boundaryless” firm open to the ideas and practices of other companies.  GE became an informal team with a shared vision to be the best in each and every industry of business they took part in.  


A “deep dive” is spotting a challenge where the company can make a difference, making the challenge an adventure, and throwing the company’s weight behind it to make it happen.  Jack Welch was never afraid to take risks and he encouraged his employees to pursue challenges.  This goes back to the teachings of his mother, “if you don’t know how to lose, you’ll never know how to win.”  Jack never wanted his employees to be afraid of failure.  He admits to his own failures and how they have made him a better person.  This element of risk-taking represented the intensity, innovation, and entrepreneurship that would lead to tremendous growth for GE.  

The four E’s of GE leadership include high energy levels, energizing others toward common goals, the edge to make difficult decisions, and execution.  The four E’s are all connected by one passion ignited throughout the company.   

Nuts reveals the innovative thinking of Herb Kelleher and how he used this innovation to develop a unique company-wide personality.  Southwest has a unique culture formed by the “fun” types of people hired by the airline.  Herb was into “hiring for attitude” and worrying about skills when it came to training.  He stresses the importance of learning and the idea of “stretching to grow” or thinking “out-of-the-box.”  This whole idea of thinking “outside-of-the-box” is evident in many of the business practices adopted by Southwest over the years.  All flights at the airline are non-stop, a practice not based on economic sense but on the company vision.  Southwest only flies one type of plane (Boeing 767) and receipts for ticket purchases serve as the actual ticket customers use to board the aircraft.  The company’s way of thinking defies convention.  Southwest likes to keep prices as low as possible and the company believes employees come first and customers second.  The company totally avoids documented strategic planning and trendy management programs such as TQM and reengineering.

The company used innovation to develop a two-tiered pricing strategy that is frequently replicated by other airlines.  Southwest is always looking to increase market share and works to keep their planes in the air as much of the time as they can.  For the airline to be making profits, the planes must be in the air and so employees do everything in their power to get planes back in the air once they land.  They consolidate on a single aircraft and have been known to spend just 12 minutes (on average) cleaning the aircraft after landing.  Southwest’s creativity and risk taking proves that the company is not afraid of failure.  They constantly challenge the status quo while making their work an adventure.  Herb makes it a point to celebrate company milestones.  He believes in giving his employees a strong sense of meaning and he does this by inspiring motivation and energizing his people to be productive employees.  Herb believes that leadership inspires motivation that builds a company-wide passion for success.  Southwest remains the only airline to be consistently profitable in all times throughout the past and is still turning a profit in the aftermath of September 11th. 


Both Jack Welch and Herb Kelleher found passion in their lives and built that passion into their respective business.  Passion is what differentiates Southwest from other airlines and it is passion that separates GE from so many competitors in their wide range of businesses.  While competitors can often effectively compete on pricing and products, they will be left behind on cost, quality, and service when a strong passion exists in another organization.  Jack Welch and Herb Kelleher were able to instill a strong commitment and enthusiasm in their people that proved to be invaluable to GE and Southwest.  This strong commitment and enthusiasm built a spirit and attitude in their employees that can rarely be found within an organization.  The competition is often left wondering how a company like GE or Southwest gets their people to be so incredibly productive.  Many of the GE and Southwest “wanna-be’s” have spent substantial amounts of money and time focusing on the tools and techniques that support GE’s and Southwest’s operating strategies.  These “wanna-be’s” are headed in the wrong direction.    They fail to realize that it is the people and culture that Jack Welch and Herb Kelleher have instilled in their organizations that have made the difference in their success.  Many attempts to emulate the quality and customer service efforts of GE and Southwest have failed and will continue to fail because these “wanna-be’s” don’t understand that it is the spirit of the people that makes the difference.  The people of GE and Southwest are grounded in a corporate culture possessing a deep-seated passion to serve.  These people enthusiastically live the values of service to a point where they become personally committed to building lifetime customer loyalty.  Jack Welch and Herb Kelleher brought their individual passions into their businesses and their high energy and enthusiasm became contagious and spread throughout their organizations.

  
Passion is a differentiating force that infuses life and work with meaning.  This meaning fosters commitment and determination in people that calls them to action.  Passion is the compelling force that enables the employees of GE and Southwest to go places employees of other firms are afraid to go and try things employees of other firms are afraid to try.  Herb tells his employees to “be yourself” and Jack empowers his people to be better then they ever dreamed they could be. Jack: Straight from the Gut and Nuts demonstrate that while Jack and Herb used their own styles and many of the same leadership principles in leading their organizations, their ultimate goal was to instill a passion in their people.
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Conclusion

Many factors contribute to creating passion in an organization.  Jack: Straight from the Gut and Nuts show how Jack Welch and Herb Kelleher used many of the same principles of leadership to build passion in their organizations.  Both created and instilled a company-wide vision in their employees.  Both stressed the importance of people and worked to motivate their employees by putting meaning into their work.  Jack and Herb took risks and they used “stretch” to encourage employees to think “out-of-the-box.”  They constantly challenged the status quo with their innovation and creativity and made work fun for their people.  They were not afraid of failure and they pursued changes within their organizations frequently.  Jack and Herb stimulated a passion in their companies that transformed work from a vocation to an avocation.  It is this very passion that differentiates companies like GE and Southwest from the competition.  Jack Welch and Herb Kelleher cultivated an invaluable passion in their organizations giving GE and Southwest a distinct competitive advantage.  All of their leadership efforts worked together to ultimately achieve this passion and make their companies leaders of industry.  
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“If you don’t know how to lose, you’ll never know how to win.”


 -Grace Welch





“Leadership is based on mutual influence. Leaders both shape and are shaped.”


-Herb Kelleher








