Ten Rules
for | .eaders

n 1973, when I became CEO of

Emerson, I was thirty-seven years
old and had a tough act to follow.
My predecessor, W. R. “Buck” Per-
sons, had led the company for 19
years and initiated its continuing
transformation from a medium-sized
producer of electric motors and fans
with a defense contracting business
into a strong, diversified manufac-
turing corporation. The
Persons era was a time
of great prosperity for
the company, its em-
ployees, and its stock-
holders.

During the next 27
years, with the help of
many thousands of energetic, com-
mitted employees, we instituted and
refined the Emerson management
process, and it delivered. Between
1973 and 2000, when I stepped
down as CEO, the company’s sales
rose more than fifteen-fold, to more
than $15 billion in fiscal 2000, and
net earnings increased eighteen-
fold, to more than $1.4 billion.
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Emerson’s record of increased earn-
ings per share and dividends each
year for these 27 consecutive years
1s among the longest for consistent
performance in American business.

A critical element of the manage-
ment process 1s leadership, which we
define as creating an environment

in which people can and do make

a difference. Leadership
is a subjective matter,
and there is no single
correct view of what
makes a good leader.
My own view of what
works best in an orga-
nization is presented
here.

I like to make lists and especially
lists of ten points. Many times I’ll
write a long list of points about a
topic and stew over it for a while,
then do some sorting and arrang-
ing, trying to understand the rela-
tionships. It possible, I'll boil the list
down to ten points. Cutting the list
shorter risks blurring distinctions

and burying key points; making it
longer is undisciplined. Ten is not a
magic number, but getting the
points right stretches the mind.

Following are my ten attributes of
effective leaders, the ten keys to
creating an environment in which
people can and do make a differ-
ence. As individual points, they may
seem obvious. Collectively and cu-
mulatively, however, they help cre-
ate the environment for exceptional
organizational performance.

1. Be Committed to Success

Leadership starts here, with a com-
mitment to success. We all see peo-
ple we know will succeed, and most
of them pour enormous energy
into projects or assignments. They
also have the perseverance to stay
with an issue or a problem until it
gets resolved. That combination of
energy and perseverance is central
to the commitment to success. And
that commitment is contagious. It
galvanizes an organization, big or
small. And obviously, people like to
be on a winning team. Similarly,
people quickly spot a lack of com-
mitment. That too is contagious,
and it drags down performance.

2. Set Proper Priorities

No one disagrees with the critical
importance of setting proper pri-
orities, but time after time, I've seen
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organizations struggle because their
leaders didn’t or couldn’t do it.

They typically get in trouble for
three reasons. First, it takes hard
work and hard thinking to identify
a limited number of actions and
communicate them in a clear, log-
ical sequence—to keep things sim-
ple. Second, leaders may pursue the
wrong priorities, but they are just
as likely—maybe more likely—to
be unsure of what the right priori-
ties should be, especially in a fast-
changing world. They don’t take

ness every year. However, our
planning process and cycle gives us
repeated opportunities to examine
and question our assumptions and
identify what’s important. Planning
also gives us the discipline to keep
asking questions and to keep reset-
ting priorities when circumstances
change.

An important aspect of setting pri-
orities is to communicate them to
the people who must understand
them and follow through. If only a
tew people understand what the

Leadership starts with

a commitment to success.

the time and do the work to get
their priorities right. Third, leaders
often experience difticulty in man-
aging the trade-oft among conflict-
ing objectives, such as profit and
growth. They don’t know which to
attack, in which order, and how
moving in one direction affects
progress in another.

The need to set the right priori-
ties 1s one reason Emerson invests
so much time in planning and re-
planning. Some people think we’re
nuts because we replan every busi-

priorities are, the organization will
struggle. But getting hundreds of
people lined up behind the priori-
ties unlocks tremendous leverage.
We like to say that no one at Emer-
son is wandering around wonder-
ing what is expected of them.
People have to know.

3. Set and Demand
High Standards

A leader must have high standards
for integrity, excellence, and per-
formance. If a leader does not set

high standards and observe them
personally, the organization won'’t
meet them. Compromises can be
demotivating and debilitating.

Good leaders maintain a healthy
level of productive tension. This
does not mean that leaders impose
a threatening atmosphere where
people fear for their jobs. Instead
they promote the kind of tension
resulting from people wanting to
rise to extraordinary challenges and
wanting to be held accountable.
True leaders challenge their peo-
ple, constantly, to do better. They
ask basic questions and don’t accept
answers that haven’t been thought
through.

4. Be Tough but Fair in
Dealing with People

The word fough is often misunder-
stood. In 1978, Forbes ran a cover
story on Emerson, and in the ac-
companying editorial, then-editor
James Michaels explored the mean-
ing of fough in a business context.
The dictionary’s definition, he
pointed out, is “having the quality of
being strong or firm.”“Being tough,”
Michaels noted, “does not imply
being heartless or irresponsible.”

Leaders must be tough—strong,
firm—in demanding performance
and accountability, just as boards of
directors must be tough with CEOs

and management teams. This is an
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area where people will quickly de-
tect compromises and modify their
behavior accordingly. This doesn’t
mean that leaders can be arbitrary or
act too quickly in making changes.
That’s where being fair comes in. We
don’t trust managers who shoot
from the hip, especially on person-
nel matters.You have to give people
enough time to find out whether
they can deliver. They must have
room to fail and learn from failure. If
problems persist, then it’s time for a
change.

5. Concentrate on Positives
and Possibilities

One of the best pieces of advice I
received when I joined Emerson
came from a veteran board mem-
ber, Maurice R.“Dude” Chambers,

goals. They don’t squander their
time and energy on trying to meet
challenges that cannot be met or
trying to undo the outcomes that
can’t be undone. Nothing can be
gained by tilting at windmills, but a
great deal can be accomplished by
focused efforts to achieve the possi-
ble, even if it takes a long time.

6. Develop and Maintain a
Strong Sense of Urgency

I've never run across a real prob-
lem that went away because people
ignored it. It will be there tomor-
row, and it’s going to get worse
until it is resolved. It is particularly
important to address operating and
people problems quickly, because
they will cause the most trouble in
the short term.

It takes hard work and hard thinking
to keep things simple.

chairman of Interco. He said, “In
setting priorities, don’t waste time
and effort on issues than can’t be in-
fluenced or problems that can’t be
fixed. Attack the issues where you
can make a difference.”

Leaders invest their time and energy
in reaching ambitious but attainable
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Good leaders have a bias for action.
They recognize that it’s better to
do something than nothing. If they
don’t get it quite right, they’ll keep
trying until they do. Emerson’s core
beliefs and management process
help instill urgency in everything
we do.When we confront strategic
problems, we search urgently for

the facts to support the best deci-
sion. And after the decision is
made, we act urgently to imple-
ment it.

7. Pay Attention to Detail

‘We all make mistakes, and many—
perhaps most—of them result from
not having all the facts. Getting as
much information as possible is
critical to making good decisions.
That takes hard work and there are
no shortcuts.

Getting the facts right is vital to
Emerson’s success as an acquirer.
Mistakes in this area can be costly.
As a result, we developed what we
believe to be a due diligence
process second to none.

In addition to getting as much in-
formation as you can before making
a key decision, you need to recog-
nize when you don’t know what
you don’t know—a domain vastly
greater than what you are ever likely
to know. When we’re not comfort-
able with an analysis or a decision,
even if we can’t explain why, we’ve
learned to insist on doing more
work.

8. Provide for the Possibility
of Failure

Things rarely go exactly accord-
ing to plan, and this is one reason
we plan every year. We all want to




limit and control losses, but an oc-
casional failure is the inevitable
price of innovation and learning.

An organization must find ways to
motivate people to think boldly and
creatively. To do this, we encourage
programs and initiatives that are ex-
perimental and somewhat risky, if
they are well thought out.

to be aloof and inspirational at the
same time.Yet personal involvement
1S a scarce resource: no one can give
wholehearted attention to a great
many issues.

At Emerson, we use the concept of
loose-tight controls to guide these de-
cisions. We carefully identify what’s
important and align that with our

When few people understand the priorities,

the organization struggles.

Emerson’s Strategic Investment
Program (SIP) provides many ex-
amples of our attitude toward op-
portunity and experimentation.
Because we don’t have a corporate
R&D center and because each of
the divisions operates on a tight
budget, we created SIP to fund
projects that division managers feel
are too risky or cannot be accom-
modated within their budgets. SIP
gives them the flexibility to try
new things, and it provides Emer-
son with some of its best growth
opportunities.

9. Be Personally Involved

Leaders have a much greater chance
of doing well if they are engaged in
the important issues. Its impossible

skills. Leaders focus tightly on some
issues while delegating responsibility
and following loosely on others.
This individual autonomy is another
characteristic of high-performing

organizations.

As CEQO, I chose where to invest
my energy by focusing on where I
could have the greatest impact on
performance. By spending more
than half my time in planning, I
challenged division leaders to think
through their plans and choose
their best options. I also met their
direct reports and communicated
my priorities to them. These ses-
sions became occasions of high im-
pact and leverage. I was able to
work not only with the dozens of
people who reported to me but

also with the hundreds of people
who reported to them.

[ also personally attended to two
other matters. First, I signed off on
the pay and benefits package at
every plant, because our cost basis
depended on it. For the same rea-
son, I looked closely at regular sur-
veys of plant-level employees to be
sure we were treating our people
well. Second, I invested my time in
organization planning and in mak-
ing management appointments,
because it is the high quality of the
people at Emerson that ultimately
accounts for our results.

Whatever issues are most signifi-
cant, it’s important to stay with
them. It defeats politics in an orga-
nization. When a leader works hard
and tenaciously on the most im-
portant issues, it sends a clear mes-
sage to everyone. And that leaves
no time for politics.

10. Have fun

If you're not having fun, you're in
the wrong business or wrong ca-
reer. If you don’t enjoy it, it isn’t
likely that the people you lead and
work with will enjoy it either.

Emerson experiences very low
turnover in its management ranks,
and a principal reason is that our
people take pleasure in their work
and are happy at the company.
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Sometimes the fun originates in tra-
ditions meant to help us relax and
put aside the daily pressures. For 30

people have asked me, because this
process required hundreds of in-
tense hours for each division. But

Good leaders have a bias for action.

years, we've run an annual golf tour-
nament for our key customers called
the Swat Fest. It’s an elimination
tournament played by some unusual
rules that we make up as we go.
People get eliminated for crazy, arbi-
trary reasons. Every year, the event
produces a lot of laughs and some
great stories. [ts a great way for our
people to bond with each other and
with our customers.

More fundamentally, though, the
fun comes from collaborating with
people who want to do well and
from winning. Maintaining our
record streak of annual increases in
earnings, earnings per share, and
dividends per share was fun. It pro-
vided motivation and pride. There
1s a palpable feeling of excitement
that arises when you work with
smart and engaged people whose
goals and commitment are the same
as yours.

I’'ve been asked how I was able to
sit through 27 years of planning
conferences for some component
division. “How can you stand 1t?”
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it was fun, because I was with peo-
ple who were committed to mak-
ing something better.

Charles E Knight is chair-
man emeritus of Emerson.
As CEO, he spearheaded
Emerson’s evolution from a
primarily domestic producer
fo a technology-based global
manufacturer. The com-
pany’s record of increased
earnings per share and in-
creased dividends for each
year of his term as CEO is

among the longest for con-
sistent performance in U.S.

business history. He serves
or has served on the boards
of directors of a number of
leading global companies,
including Anheuser-Busch,
Baxter International, BP
IBM, Morgan Stanley, and
SBC Communications.
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