The marriage of virtue to wealth and wealth to product: Mission, Market and Management

The paper explores, a bit intuitively, a central task in leadership.  It explores our myths and theories, the stories we tell about the morally and financially bankrupt and the work of redemption.
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Prologue: Angle of Vision

I am a headhunter, a professional pirate, who has spent the better part of an adult life beguiling the seemingly talented into tests of character.

Out of law school, I worked for the Commonwealth of Massachusetts for 8 years, in the Human Services.  I combined a consistent diet of search with both staff and line roles in the Secretariat and in child welfare line agencies.  After a particularly disastrous encounter with an administration, I founded a search firm, the direct result of old bosses looking for search services.  The firm is 26 years old.  It serves exclusively mission driven organizations, mostly not for profits, on occasion government sponsored organizations, usually those with boards, and very rarely, an equity owned enterprise. 

The not for profit, independent, civic, mission driven sector varies immensely in its politics, its organizational size, its wealth and its sophistication.  The variations are largely governed by field.  Health care is a mature, intensely competitive, highly fractured industry, but organizations of $1B to $2B are common.  The Academic Health Centers are some of the most sophisticated enterprises on earth with denser human capital per square foot than virtually any other ordinary organization.   Higher education follows in the stream.  It has many of the same traits, not quite so densely packed as academic medicine.  It has all the hallmarks of a vigorous established industry, though like health care, startlingly fragmented and segmented. The established end of arts and culture and the few great independent scientific organizations scattered around the country, look more like higher education than they do the rest of the sector.  No organization in any of these highly developed, well funded fields has anything like a measurable national market share.  Tiny niche specialization by status or function or geography is a defining characteristic of the sector.  The sector probably has the most highly developed, narrowly drawn, enduring brands of any industry anywhere.  Harvard, Yale, Princeton and Stanford are among the world’s best brands.  There are no tendencies to consolidation, except in health care and those are constrained.  These are stable, rich, highly developed, self referential, fragmented universes. 

Advocacy organizations, especially civil and human rights, are usually $1-5M/ year  in revenue and they display all the ingredients of high motivation, highly personal sometimes contentious politics and low stability.   They share some characteristics with community based human services and community based economic development, though both have government money which dampens their political life.   The more community oriented arts and culture organizations, the educational reform movements and especially the environmental defense and conservation movements all operate similarly.  They have the same size and intensity as the community based movements, but they operate in a different class milieu and the politics have less of a life and death quality.   They have less government money and more foundation and private donor support and are frequently described as “social entrepreneurs.”   It is a separate ethos.  The rest of k-12 looks like nothing else, some of it resembles higher education, some the American public sector social services delivery system.   Arts and culture organizations are all over the boat.    They range from small to large, fractious to august.  

When we started out, we worked in all these fields.  I came from the political appointee end of a state government.  In those roles, you did everything and the same political people dealt with it all.  They knew each other and traded troubles and jobs.  In the early days of the firm, search work came from rather varied directions, often from the lower end of the food chain, but from many fields.   I worked in all these fields, grubbing about in the underbrush, trying to learn my business and theirs.  It was a privilege. 

In more recent times, I have mostly focused on higher education and some portions of health care, with occasional forays outside.  

In search, we learn in two ways.  When you do our work, you are a professional listener.  We are always at the mercy of other people’s wisdom.  In a new search, we enter, and much like other consultants, we listen.  We have one or two days and we need to “get it,” at a level sufficiently textured and accurate to make a compelling “pitch” to people who know or can know the truth and who are suspicious of us.   

The pitch is a “dream”, a rationale for perfectly capable, highly transportable, economically and politically attractive people, to uproot themselves and their families and to take this one role rather than any other in America.  It is a notion about the self that a hungry fantasist can play in the real world.

We compose pitches in two forms, a one minute elevator speech and a 15 page piece of verifiable complexity.  We need to be agile salespeople, often on the phone and textured, careful, dispassionate sources of insight, on paper and in person.  Both count.  

With both pitches in hand, we lure talent to the magnet.  When they are intrigued and so are we, we interview, our second listening mode.  

We do biographical interviews.  We have always done biographical interviews.  It is a personal bias that now informs the firm.  It allows the speaker the natural flow of his/ her narrative.   It is an effort to see how the pieces fit, how the patterns build in a career, in our jargon “what were the pathways of courage and fear.”  I have now listened to somewhere between 5,000 to 10,000 accomplished adults across the sector tell their story.  Obviously I don’t keep track.  Mostly I am interested in one particular job and this particular person, but occasionally a pattern asserts itself and I attend.  

Scoping

We learn about organizations in a crisis.  The old leader has stepped aside or fallen.  No obvious person has emerged as a dynastic successor.  The warring clans rattle their swords.  The Estates are summoned, a shudder runs through the political nation and we arrive.  

We are not entirely welcome.  The professional purists seek our credentials in their field.  The communities of interest, sometimes racial or ethnic, want to hear our political disposition.  Virtually everyone wants a reassuring story about process.  Success with an admired peer organization reassures more than anything.   

There are patterns to the inquiry.  We meet with the Search Committee and often with the Board.  We see all the officers personally, usually for an hour.  We see staff or faculty or their professional equivalent, in groups, sometimes by field, sometimes by geography.  Often there are one or two open sessions.  We will see the departing leader last.  In all, it is one to three days on site, depending on the size and complexity of the organization.   
People are anxious when we arrive.  They have pushed the departure out of sight.  They gossip privately about it.  They politic, more or less, depending on the setting and the internal contenders.  There have sometimes been a few public, formal occasions to discuss “transition,” but usually, we are the first public discussion of the future.  

I believe that the sector works against a broad and grim feeling of failure.   This is the hard work of civilization, the care of ideas, people and places where the ordinary functioning of markets and politics has failed.   I have come to believe that what we loosely call “civil society,” is a form of caring for the threatened.  In its most dramatic form, it is a place to care for failed people, the blind, the halt, the lame, the deaf and the dumb, the deserving poor.  In a traditional society, families or very local institutions would provide care.  In a more statist society, in Europe, the state provides care.  In America, with its vast preference for private initiative, in the human services, we delegate a large chunk of official and private caring to a form of civil society that we have uniquely created.  Inherently, we create advocates along with caregivers, agitators for care who work the political system. 

In the last hundred years, we have explicitly added land and animals to our list of the “threatened.”   It is now a central civil society mission to provide care for and to advocate for the care of, the land, the air, the water and all who inhabit their ecology. 

In a more cerebral form we have invented a robust civil society that runs from advocacy to the university.  We grapple with inadequate or failed ideas, “chemical toxic soup,” “failed democracy,” “communist utopia,” erroneous science, and every form of inequity.  In a slow, emergent, historically fundamental change, we  have invented academic freedom, a free press, and a class of advocates, who function best when markets and politics fail.  We have invented an intellectual “civil society” as an anti political system of response.  It works, which is why it has spread virally, even to highly controlled, authoritarian states, but it has a cost.   We understand, intuitively, that failure in these fields, the human services, health care, the environment, the full range of public and civic debate is commonplace and the newspapers are filled with commentary that reinforces it.  To work in these fields is an act of will.  In the more authoritarian states, it is an act of courage.  In a relatively open developed society, it is merely a vow of poverty and the burden of the repressed truth.   We anticipate the boring school house, the negligent child welfare agency, the dull clergy, the health insurance plan largely known for denying care, the hospital that processes cases not people, or worse, spreads dread disease.   We accept college students drinking, racial “disparity” in outcome and the sheer boredom of classrooms.   We are accustomed to the narrative, displayed in the public press, as the “shame of it all.”

The field is comforted by its grip on failure.  It is ordinary.  It can usually be masked by reassuring mythologies. That is as bad as it gets.  With the exception of occasional large tragedies, repression works.  

In movies, especially documentaries, we abandon the “shame of it all,” for “the wonder of it all.”  (Both are regular clichés of the working press.)  We anticipate a redemptive tale, the impossible little school, whose impoverished students all, without fail, attend college, the hospital run by small, self denying nuns who  open their arms to the most destitute, the HMO that  prevents disease.  We are skeptical in real life, but we fantasize about success.    

In the real world of functioning institutions, the broad group of stakeholders, boards, staff, faculty, donors, and supporters, all accept the difficulties.  They chose the sector and the particular field out of conviction, a conviction usually grounded in a vivid understanding of the meaning of failure.  In their day to day work, they shove the fear away with a set of useful protective myths.  “We invent the new knowledge of the future.”  “We intervene in children’s battered lives.” “We open a pathway for success.”  “We will make everyone conscious of their carbon footprint.”  These are often true and often untestable, or at least, hard to prove.  They are essential to survival on the one hand, to mobilization on the other. 

When we arrive, we are tested first for myth.  We pass. We are unabashed myth builders, uncritical participants in heroics. 

The Task of Leadership
My very first search, as a private sector producer, had, in retrospect, some of the characteristics that show up regularly.  We were hired by my original boss and mentor, Peter Goldmark, who was then the Executive Director of the New York Port Authority.  He needed a new Director of Aviation.   He was young and very savvy.  I was younger and aspirant.

Airlines still had glamour.  The Port Authority sounded mysterious and very New York.  It was located on the 54’th floor of the World Trade Center.  We spent three days touring the central office and the airports.  At that phase of my own limited understanding, I had some questions I knew how to ask about people.  I had done a pack of networking and reference checks and some interviews and I had plausible ways to feel my way around the issue of personal effectiveness.  I had much less available in my tool kit to think about organizations.   I’d led some small ones, been a part of bigger ones, but had never taken one definitively apart.  

It was a bewildering exercise.  There were three large airports, Kennedy, La Guardia and Newark.  They were massive, relatively old capital investments.  They had dominated the early post war airport industry.  The landmark buildings by famous architects at Kennedy symbolized the 50’s and early 60’s when jets revolutionized and democratized air travel.  By the early 80’s, all that had aged.  The last CEO, a member of the founder generation,  had left unhappily in controversy involving the unauthorized use of the company helicopter.  New York was still reeling from the fiscal crisis of ’76.  The sense of impending failure hung over a once proud agency.  

We were bombarded with details, much of it managerial, this and that, a long, long list of what didn’t work that we catalogued into not very useful bundles.  Somewhere on the last day, we had a physical tour of Kennedy, organized by the security chief, a dapper, shrewd man with a tiny gun strapped to his left ankle.   I asked him what caused him his biggest headaches and he said, without hesitation, ‘traffic.”   We were on the Kennedy roads.  They swooped between iconic terminals, each built for a separate flag carrier.  The cars slipped in and out of the buses on two small roads.   Travelers were huddled around bags, waiting for transport of some sort.   It was a headache, as best I could tell, an endemic, structured headache. 

We were scheduled with all the operational divisions.  I barely knew what to ask, but bumbled through, reflexively asking with each interviewee, “So, how did you get here.”  Most of the time the answer was straightforward, “I served in the military. I flew planes. I couldn’t get an airline pilot job (for whatever reason), so I came here.”  There were always little model airplanes on the windowsill.   

We wrote a “scope.”   It was the worst one I have ever written, a long laundry list of complaints, but buried, somewhere in the middle was a paragraph.   It said something like, “The Aviation Division of the Port Authority of New York is a ground transportation agency, dedicated to moving people and bags from curbs to planes and planes to curbs.”   My client dutifully read the whole thing and chalked most of it up to youth, but they zeroed in on that one paragraph.  It shaped the search.  We were looking for someone with “ground transportation not aviation experience.”   The Airport moves people on the ground.  The airlines and the FAA move people in the air.    

About a year later, we got a call to do a development search, a fund raiser, for the Environmental Defense Fund.  I had a friend there, an early environmentalist.  I had never done a development search and knew next to nothing about the environmental movement.  They had a new Executive Director, Fred Krupp, a young lawyer, younger than me.   

He was laconic, still is, and shrewd.  He’s gotten shrewder.  The agency had a budget of roughly $2m and had an excellent, senior staff, dispersed widely around the country, each with a personal theory.  They hired him because he was smart and young.  They struggled from payroll to payroll, with plenty of blame politics mixed liberally in.  The fund raiser was expected to solve some of these problems.   Surprisingly, she did.  She’s still there.  

Somewhere in the midst of this daunting search, Fred explained that EDF had developed what he thought was a very useful idea.   In a water project in California, their resident economist had proposed a “cap and trade” system, which invented a private water market.  The government authority in charge set an absolute limit on the amount of money that could be siphoned from its sources.  It allocated the totals, as water rights and distributed them to users.  The stakeholders (farmers if I remember right) then had the explicit right to trade their government granted water rights for money.  It allowed the whole system to reduce water use and then directed the water to the people with the most intense interest.  It was an innovation. It avoided the usual regulatory “command and control” system in which the government regulator made all the micro decisions.  It was politically far more palatable, taking the heavy hand of government out of the minutiae while preserving the policy intention and it was efficient, allocating resource to use.  

Fred was plenty taken with the idea and it was cute.  I can’t say that it figured in the search, but it was a cute idea.

Over the next 20 plus years, we did regular searches for EDF, scientists, economists, program directors, fund raisers, board members, a deputy for program, a COO.  They were scattered about, but we watched the place, doing one or two searches a year.  At a critical moment in the acid rain debates of the late 80’s and early 90’s, Fred and EDF trotted out “cap and trade.”   They attracted the attention of then Senator John Heinz, from Pennsylvania, a business scion (Heinz foods), a youthful, emerging leader in the Republican party, a Pennsylvania civic citizen, an environmentalist and an economic conservative.  Both he and his wife, Theresa Heinz, were drawn to EDF’s now well articulated “market driven” philosophy.  It became the successful centerpiece of the “acid rain debate.”  The Congress debated and passed legislation, that set a national “cap” on nitrogen and sulfur dioxide emissions and then allowed “producers” to buy and sell the right to pollute.  Overall pollution fell dramatically.  

In short order, the same scheme emerged in the Kyoto global climate protocols of 1992 and are front and center in the emerging global climate change legislation now before the US Senate.  

On the surface, it’s just a good story of policy analytics and policy creativity.  It was certainly that.  They had a better mousetrap.  But the world is full of excellent mousetraps most of which never see the light of day.

Today, EDF is a $60 million dollar a year organization, or something like that.  It grew very fast.  Fred was a compelling, if laconic spokesperson, all the more authentic for for the low key delivery.  The team was very good and got large fast.   First they raised foundation money and then they shifted.  They attracted the attention of some of the wealthiest civic citizens in America, who came and joined the board, entirely out of conviction and then gave generously.  They came to believe that environmental defense was essential to the human future and they came to believe that EDF was economically creative, which they self evidently were and that they were ideologically reliable.  “Cap and Trade” became a mission symbol.  

In the early 80’s, we got to participate in the reconstruction of the University of Chicago Hospitals.  They had a financial near death experience and the University sent Ralph Muller, its budget officer over to take charge.  He had probably been born in a hospital, though I can’t vouch for that, but his experience beyond that was modest.   

He was however, both cunning and shrewd, still is.   Much like EDF, we did searches all over the hospital, in bits and pieces, up and down the hierarchy.  Ralph is practical, not missionary, not given to inspirational, public speeches.  He gives inspirational, private speeches.  He’s smart like Barney Frank, vivid smart and he believes in his people and gives them heroic size and heroic goals, and he measures victory the hard way, in money.   He wins.  That’s what he does best, win.    He doesn’t talk mission, at least not easily, but he’s careful.  He only works for august universities, where academic mission is deeply embedded in the brand.  

Ralph made an enormous amount of money in Chicago and is now making an enormous amount of money at the University of Pennsylvania.  In both cases, he worked for one of the great universities.  In both cases, they struggled to make money and were coming off disastrous periods of loss.  They needed him and they turned to him, even though in both cases, he was mission suspect.  

In each case, in an elegant way, Ralph figured out how the health insurance reimbursement system worked and then moved his institutions to high technology/ high reimbursement procedures, the kinds of procedures that took natural advantage of their Academic Medical Center status.  In their markets, Chicago and Philadelphia, these two universities had the brand, not necessarily in their medical centers, but as famous universities.  The “very finest,” most learned faculty/ physicians were the obvious people in a marketplace to do the most abstruse, mostly highly reimbursed procedures.  The trick of course was volume.  A few dilettante efforts would not generate wealth.   

With ruthless clarity and every imaginable incentive, Ralph targeted his recruitments, his facilities, his technology and his finances and dramatically grew targeted volume.  

The Classical Theories

Most of us have read a little bit of leadership doctrine.  The most famous, Bennis, “Leaders do the right thing. Managers do things right,” and Heifetz, “Leaders do the hard work and pay the price,” are widely, almost iconically known and correctly praised.  Bennis aphorism has helped the whole field of management practice to draw the line.  Management is different from leadership.  We know that intuitively.  We accept it, but what is it? 

When I teach, which I do rarely, I sometimes ask classes to fuss with the words.  What does leadership mean to them?   They are quick to cite Bennis. They move easily to “charisma,” and emphasize skill at communications and vision, which they define as “seeing the future.”  Sometimes, someone will reach to willfulness as a trait, but in general the group avoids the authoritative version of leadership, preferring inspiration.  

They behave like search committees.  Left to their own devices, search committees will define who they seek with personal adjectives, not tasks.  The long list inevitably boils down to a “visionary leader” and a “collaborative manager,”  someone who will solve their search for meaning but disturb none of their lives.   

Heifitz, at a conference, will produce a long pause, a noticeable intake in breath, a kind of startled silence.  His leadership is dark and hard and his leaders pay a price.  It has the ring of truth, but a truth his audience would prefer to avoid.    

These broad and abstract theories have a singular advantage.  They cover the waterfront.  They are universal and they ring true to the listener.  They don’t, however, immediately, tell a prospective leader or follower what to do.  Just do “the right thing,” however “hard.” 

I got a search for a hospital director in Brooklyn.   It was a university affiliated hospital, with a strong medical staff, but it didn’t make much money.  In those days, it was a less prosperous neighborhood and it didn’t have the academic cachet to draw very broadly.  It wasn’t the University of Chicago.   

It had an African American and Caribbean nursing staff and a more diverse physician group than virtually any private competitor, certainly any competitor with academic appointments.  In the dialogue with the leadership, we invented an idea that was already burbling along in the hospital, that this hospital could be the health care home for the aspirant, emerging, affluent African American, insured middle class of Brooklyn.  It had some cachet already. It could build more.  

It was the first occasion when I was a bit more than an observer, when the search galvanized a mission/ market idea.  It didn’t completely work.  I have no idea why.  But it did crystallize the idea.  I got it.  You can make this stuff up.  

I came to believe, somewhere in this period, in the early 90’s,  that the fundamental task of leadership was the marriage of mission to market, of wealth to virtue.  

In the academy, revenue streams are essential, but unspoken.   Business schools, it develops are different.  Because revenue streams are central to their discipline, they are morally authorized to discuss the issue.  In contrast, revenue is anathema to the liberal arts.  They are “hard money” disciplines, above markets, and immune to their siren call.   In their world, explicit money, from any source is a threat to intellectual and academic freedom, an incentive to distort.  The impulse is understandable, even laudable in some platonic universe, but it is mythical.   “Hard money” is the tuition students pay.  It isn’t G-d given or independent of a market, it is a market. On the margin, tuition, for the liberal arts academy is supplemented by endowment, the money that alumni give and that is retained in endowments, another self evident market.  

In business schools, tuition is the gold standard.  Small colleges complain bitterly about being “tuition driven,” and make it a high priority to be less “tuition driven.”  Business Schools talk plainly about their revenue and their margin.  Their goal is to “keep” their revenue.  Universities tend to treat business schools as cash cows available for milking.

Business school dean searches were useful.  The faculty would have a bald and clear discussion on the merits of owning the local, “exec ed. marketplace,” as a means of hiring a more research intensive faculty.  They worried about the discount rate on MBA tuition as that product line became more of a fungible commodity.   They wanted deans who could figure out what product lines would enhance their faculty strength, their research mission, the quality of their student bodies.  They made revenue a central part of their mission success.  They didn’t discuss it in theoretical terms, but both sides of the equation were easily on the table.   Frequently, they also wanted a campus politician who could change the revenue sharing formula with the University. Naturally, that’s easier to do in a rising market.  Both problems were susceptible to the same solution.  

We recruit feral, shrewd, fluid creatures, whose fluency matches the wits of their stakeholders.   They are shameless borrowers, sponges for odd learning.  They have an innate and unspoken discipline.  They don’t reveal it, probably not even to themselves, but they reveal it in their stories.

When we do biographical interviews, we are occasionally startled by a narrative.  

From the beginning, they win more than you would expect.  Someone has flipped their switch.  They pour their energy.  It isn’t the creativity alone. It’s the creativity and the recognition.  They sell.  Sometimes, often actually, they sell in august, suppressed settings, that frown on sales and only trade in authenticity.  But they sell.  They sell in mission syntonic terms.  They earn status in places that discipline mission and they attract funds, for their missions, funds that go to centers, to new faculty, to start ups, to projects.  They measure victory in money and impact.  

We don’t necessarily draw the theoretical conclusions.  We just know it when we see it.  They tell a victory story and we believe in them.  

I have come to believe on both sides, with the people and the organizations,  that leadership is, in the first instance, about the money.  If it is baldly financial, it will fail.   It must be rooted in virtue.  Great scientists will not go to the lab every night at midnight to check the cultures just for a paycheck.  They will go if they believe in the science.  They want to get paid, but even more they want money for their craft.   Child welfare workers are the first line of defense of civilization.  They see the most vulnerable people in a society, entirely at risk.  They are young, untrained and scared.  They only stay in these jobs if they believe.  If they are trained, supported, sustained, they will believe.  If the agency is impoverished and churns them through, they fail.   

Virtually none of us will read a mission statement.  We are too bored to get the subtle political deals that have gone into its drafting.  We do, however, respond vividly to heroic aspiration, so long as it passes our fraud detector.  We are ever watchful for pious fraud.   

The core task of leadership is to articulate, authentically, for the key producers, the underlying mission, to discipline its authenticity, to make mission choices and to marry mission to money.  We will use market mechanisms to clean the air and rescue the climate and we will find abundant contributors.  We will save otherwise lost lives with the most advanced, awe inspiring medicine and reap the insurance company reward.  We will provide an internationally recognized, executive MBA, for the South Asian hi tech industry and be paid accordingly.  We will marry ethical commitment to a paying market.  

Said in this way, it is a little easier.  It is not that the issues of character, self knowledge, or of follower to leader fall away.  There are still systems of distributed leadership or centralized leadership.  There are autocracies and democracies.  There are good leaders and bad.  The fascist party leader, who demonizes a marginal constituency in favor of heroic, male, violent fantasies, draws on an ancient ethical construct and uses it to raise money and get votes.  

This little construct doesn’t alter the regular, remaining issues in leadership, but it makes the core task more obvious.  

If we are clear what leaders must actually do, our conversations tend to improve.  Strategies acquire life.  Mere market discussion gets juicier and  mission talk acquires the power of money.  People get interested.  

By making mission/ market central to the discussion of an organization’s leadership agenda, we open, I believe, the door to an easy form of creativity.   You can make this stuff up.  

Leadership is Management

There is always the problem of mission fraud.  Historically, we are most accustomed to it with clergy.  That is the iconic “shame of it all,” story, a failure before G-d.  It is  followed closely by politicians caught with their hands in the till or in flagrante.  Something similar works with all mission driven organizations.  They are suspect.  Their noble aspirations inherently raise the specter of fraud.   It’s endemic.   Their leaders suffer in the same way.  Their pretensions to virtue are their greatest strength and their vulnerability.  

Bennis defined management as “doing things right.”  It’s a useful reminder.  If an organization defines a “good,” and finds enough believers to finance its endeavors, it has to deliver and it has to deliver in the terms it defines. 

If a child welfare agency is protecting the vulnerable and the vulnerable are displayed, injured on the front pages of a lurid press, the enterprise is at risk.  Failure haunts these organizations, in part because it is ordinary, in part because they aspire so well.  

Leadership is management. It is the willfulness to win in its own ethical terms.  Railroads are an improved form of human transport when they run on time.  When the trains arrive late and ugly people, flee to cars.   

In more recent years, as I got by the fascination with creative markets, I have to come to use 3M, as shorthand, Mission/ Market and Management.  The leadership, either a person or a group, defines virtue, finds money and delivers “goods” that amply prove their virtuous thesis.  The slogan “Strategy is Execution” (I have no idea where it comes from) applies.   A successful leader, a successful leadership team, must deliver.  They operate against the skeptical grain.  They invoke heroic fantasies that echo widely in the society.  They sell, founding their sale in virtue.  They must deliver, reliably enough, to retain their virtue.  

In the end, leadership operates in all three dimensions.   
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