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Chapter One


Nasdaq Comes Calling


Nasdaq Names Greifeld CEO


Wall Street Journal, April 16, 2003


I’m six months too late.


That’s the phrase that kept popping into my head as I started my job as CEO at Nasdaq in May 2003. I’d been hired to engineer a turnaround at this storied financial institution, which was struggling through perhaps the most precarious period of its three-decade history. It was not a position I’d sought out; I’d initially been hesitant to even take the interview. I knew enough about Nasdaq and its problems to question whether it was really where I wanted to be. But I’m not one to turn away from a challenge. When I got inside, however, I began to wonder if the window of opportunity had already closed.


Earlier that year, I had been happily employed at SunGard Data Systems, a large software and services provider for the financial industry. Prior to that, I’d been a software entrepreneur, co-owner of ASC, which had been sold to SunGard—the second largest acquisition they had ever done. I was promoted quickly, becoming an Executive Vice President responsible for a collection of subsidiaries with annual revenue of more than $1 billion and thousands of employees. It was a fast-moving, stimulating field, and I loved my job. Building new technologies is a deeply creative and satisfying activity. In my heart, I have always loved software—it seems like you have the freedom to create anything. So when the recruiter first called me and told me Nasdaq was seeking a new CEO, I was flattered but hesitant. Did I really want to leave all of this behind for a highly regulated organization that I knew had some serious issues, even one as prestigious as Nasdaq?


“Oh, I don’t know, that’s not really my thing. I’m a technology guy, not an exchange guy,” I told him. “Plus, Nasdaq has so many problems.”


That was an understatement. In 2003, Nasdaq was reeling. The dot-com bust had dried up the IPO (initial public offering) market. The tech stars that had lit up the financial firmament only a few years before had lost their luster—and their lofty valuations. The organization was bogged down in transitioning from regulated nonprofit entity to for-profit company. Nasdaq was losing money. The ever-increasing trading volume (and the revenue that goes with it) that had made the platform a favorite of traders during the market expansion of the 1990s was a thing of the past.


Nasdaq’s predicament was a classic tale of the disruptor becoming the disrupted. The three-decades-old exchange had once been a technological leap forward: the world’s first virtual stock market. Traditionally, exchanges used the “trading floor” model. You’ve seen it in the movies—traders negotiating, yelling, and gesticulating in the financial world’s equivalent of the mosh pit. There were other venues for trading stocks of small companies, like the telephone-based over-the-counter (OTC) market, but these were insignificant and lightly regulated. Nasdaq* was founded in 1971 to bring order and fairness to the OTC market. It was a kind of virtual floor, a centralized system for showing prices. Dealers and traders across the country no longer had to read the daily “pink sheets” or pick up the phone to get prices; they could now see stock quotations in one place, in real time. Instead of making constant calls to keep quotes current, Nasdaq dealers, known as “market makers,”† only had to use a telephone when they wanted to actually execute a trade.


In the excitement that accompanied the long boom of the nineties, Nasdaq found its stride. There had been a time when all America’s stock markets played second fiddle to the New York Stock Exchange (NYSE). But in the final decade of the twentieth century, Nasdaq had facilitated and nurtured the rise of a new generation of technology companies, firms like Cisco, Microsoft, Dell, Apple, and Intel. Most of these started small, raising money with Nasdaq back when significant venture capital was hard to come by and NYSE wouldn’t list such unproven startups. Nasdaq was their only option, and so it became the public-market parent to hundreds of promising children. Not all of them survived, of course, but the ones that did changed the world. And as they grew ever stronger, becoming national and global leaders, their loyalty to Nasdaq persisted. Indeed, as the center of American business began to shift west, away from the industrial factories of the East and Midwest to the sunbaked streets of Silicon Valley, Nasdaq was a primary beneficiary. Its brand became a global signifier of success, technology, and globalization.


In the late nineties, when the boom became a bubble, Nasdaq continued to thrive. In those heady gold-rush days of “irrational exuberance,” the promise of internet riches inspired thousands of startups to create online business models. All you needed were enough “eyeballs,” and it seemed that investors were smitten. A few such companies, like Amazon, were successful beyond all expectations and became pillars of the global economy. Many more are now remembered only for their sky-high valuations and disastrous flameouts—like eToys or Pets.com. Nasdaq was at the center of all of it—opening the door to a new world of global online trading, stock speculation, and wealth creation that would have been unimaginable a decade earlier. In fact, it would not be unreasonable to claim that there could not have been a dot-com boom at all without Nasdaq. In 1999 alone, the Nasdaq Composite—a weighted index of several thousand stocks listed on the exchange—increased almost 86 percent. But even as its brand reached new heights of prominence, Nasdaq was under threat from a new wave of innovators.


I was one of them. As an entrepreneur in what is now known as the “fintech” (financial technology) industry, I created one of the early Electronic Communications Networks (ECNs) for ASC. ECNs were computer-based trading systems that not only posted quotes but electronically matched and executed orders. On Nasdaq’s system, you could see the bid and the offer right there on the screen—close enough to kiss, as I like to say—but the trade could not be consummated without a middleman. Customers still had to pick up the telephone to complete the deal. Indeed, a Nasdaq trading desk at opening bell was almost as loud as the NYSE floor—the phones ringing constantly, the traders yelling into headsets. ECNs came along and automated the last step, empowering customers with direct access, cheaper costs, and greater speed. The future was here and it was digital. And while it might not have been evenly distributed yet (to borrow a phrase from author William Gibson), it was coming soon to a stock exchange near you. Little by little, ECNs were gaining influence and market share, in a market that was exploding with activity.


Indeed, the rise of online brokerages, day-trading, and other nontraditional market activity created massive amounts of new order volume that had to go somewhere. Like a flood of water heading downhill, all of this order flow demanded new methods of trading. It overwhelmed traditional venues and cut new pathways in the extended Nasdaq trading landscape. ECNs rose in tandem with this flash flood of new volume, providing real-time execution in fast and flexible trading forums. The new platforms were online, always on, and global. A massive decentralization and democratization of stock trading was underway. Anyone could do it, and ECNs were facilitating the revolution.


ASC had sold for a good price in 1999, but as the boom persisted and I watched valuations continue to skyrocket over the following year, I sometimes lamented that we’d sold so soon, or hadn’t decided to do an IPO in that once-in-a-lifetime bull market. By 2003, however, such thoughts were long gone. The party was over, and the hangover was not pretty. It’s always better to sell a year early than a year late.


Over at Nasdaq, the market’s tumble was initially not a problem. Volatility and high trading volume are good things for stock markets, and in the immediate aftermath of the dot-com bust, there were plenty of both. But as the IPO market dried up and the economy struggled to recover, Nasdaq’s deeper issues became starkly visible. As legendary investor Warren Buffett once said, “It’s only when the tide goes out that you learn who’s been swimming naked.”1 Ironically, Nasdaq’s problems centered on its signature area of focus—technology. The new and more nimble ECNs had surpassed Nasdaq’s once-innovative systems. More and more of the buying and selling activity was deserting the traditional dealer marketplace. Nasdaq was uncompetitive, and in danger of becoming an irrelevant sideshow in the new century. Like a large and imposing battleship, it was solid, resilient, and designed for stability. It still commanded all the attention, but it had been built for a different war. Every day, it was being outmaneuvered by a smaller, lighter, faster armada of experimental new watercraft. Sooner or later, the battleship was going to sink.


The Marketplace of the Future?


You can learn a lot about a civilization from its marketplaces: who they were, what they were good at, what innovations they fostered and delivered into society. In the ancient world, marketplaces were hubs for traders in goods and services, cultures and ideas. In the modern world, marketplaces evolved and expanded to be public and private, real and virtual. Now, as ever, when we want to find out what’s happened and what will happen next, we look to the marketplace. The marketplace is a reflection of how a culture is changing and evolving. Often, historic events and innovations get their start there. The canon of history’s most influential marketplaces includes such names as the Rialto in Venice (fourteenth century), the Grand Bazaar in Turkey (seventeenth century), the Amsterdam Bourse in Holland (seventeenth century), and the New York Stock Exchange (twentieth century). As the twenty-first century dawned, Nasdaq had looked ready to join these ranks as the market that would define the information age. But by 2003, all such aspirations were in doubt.


I hadn’t just read about Nasdaq’s problems in the papers. I had firsthand experience of dealing with them, often on a daily basis. The main product of ASC was a trade order management system designed for integration with Nasdaq trading desks, and my job involved a constant relationship with many individuals who worked there. It was a frustrating process, to say the least. It took forever to get things done. Nasdaq was unresponsive, slow, and monopolistic. Staff seemed unmotivated and disengaged. From my perspective, it had all the hallmarks of a dysfunctional bureaucracy. It reminded me of my dad’s tales of working at the post office. Clearly, whoever took the CEO job would need to do a lot more than update Nasdaq’s technology and make it competitive. A cultural transformation was also desperately needed.


When the recruiter called, all of this was going through my mind. It was an honor to be considered, but my enthusiasm for the opportunity was tempered by my knowledge of the organizational dynamics at play. I had no illusions about what the job entailed. Was this the right next move for me? Did I really want to trade in an exciting role at the forefront of a growth industry for a grueling turnaround? I certainly didn’t intend to be at SunGard for life, but I had imagined moving on to a new entrepreneurial challenge, possibly leading a startup, not diving into a struggling legacy company. Moreover, Nasdaq was actually a smaller operation than the one I was running. Nevertheless, its brand stature and relevance to the global economy far eclipsed its head count. I had a personal connection to it too: I’d actually written my graduate thesis on Nasdaq, exploring how technology was changing the people dynamics in the equity-trading world. Was this a moment of destiny? I was torn.


Whatever its problems, Nasdaq was a global icon. An organization like that doesn’t come calling every day. When the recruiter reached out a second time, I agreed to take an interview. It was a unique opportunity, and I was intrigued by the challenge of turning Nasdaq into the defining market of the twenty-first century.


The next morning my name appeared in the Wall Street Journal. This was before we all held the internet in the palm of our hand, and I think I heard the news over breakfast when my phone started ringing. Apparently, there was a story about Nasdaq interviewing me as a candidate for their CEO position. It was the first time I’d ever been mentioned in the Journal. It was also my first glimpse of the new world I was entering—fast, furious, and very public.


I talked to Cris Conde, my boss at SunGard. I didn’t want to leave him hanging, but I asked him to give me a week to consider the opportunity. I had great respect for Cris and felt loyal to him, and also appreciated that he had seen the value of ASC and paid well for it. He generously agreed to my request. Nasdaq called me in for a video interview with the Board. We didn’t have that technology in our pockets in 2003, either, so I was invited to an office in Midtown. On the screen in front of me were several of Nasdaq’s Directors, including Arthur Rock, one of Silicon Valley’s original venture capitalists; Warren Hellman, whose private equity firm owned 27 percent of Nasdaq at the time; and Frank Baxter, CEO of global investment bank and institutional securities firm Jefferies and Company. In the room with me was H. Furlong “Baldy” Baldwin, a Baltimore banker, former CEO of Mercantile Bank, and highly respected elder in the financial world.


The composition of the Nasdaq Board was notable for its ties to the technology industry. In particular, Hellman and Rock both had deep roots in Silicon Valley. Rock is a legendary investor who helped found the tech pioneer Fairchild Semiconductor, was a founding investor and Chairman at Intel, and was a key player in the early days of Apple. Hellman, a former President of Lehman Brothers, had gone on to become a major player in West Coast venture capital and private equity. (In San Francisco, Hellman is fondly remembered as the banjo-playing patron of the popular music festival Hardly Strictly Bluegrass, which he endowed generously in his will.)


The presence of these two men on the search committee signaled Nasdaq’s commitment to embracing tech as its future. While its listed companies included numerous tech brands, Nasdaq itself was not considered to be a technology company as of yet. It used technology, of course, but the information revolution had not yet rewritten the DNA of Wall Street. Quants, high frequency traders, and algorithmic trading systems had yet to appear on the scene in any significant way. In fact, the old guard—the traders, brokers, and bankers who ran the financial institutions—were not natural technologists. Nasdaq, NYSE, and many other exchanges around the world were undergoing—and in some cases resisting—a generational transition from the nonprofit, cloistered “brokerage clubs” of yesteryear to the more transparent, public, fast-moving, technology-driven, global trading platforms they would become.


This changing face of the industry demanded a new kind of leadership. Remarkably, the Nasdaq Board exhibited great foresight in recognizing the moment. It would have been too easy for them to look toward Wall Street’s past rather than its future in choosing a new CEO. The top job at Nasdaq, as with NYSE, conveyed a certain ceremonial power, and it was often bestowed on a respected elder in the financial industry as a kind of sinecure. But Hellman, Rock, and their fellow Directors were clearly not attached to tradition when it came to writing Nasdaq’s next chapter.


The first interview went very well; it was clear the Board and I saw eye to eye on the technological and cultural challenges facing the organization. Soon, any lingering questions about why they’d tapped me for the role dissipated. I might not have come from an investment bank or a brokerage firm, but my entrepreneurial background and my technological orientation were part of my appeal. Nasdaq needed that kind of energy.


I began to feel like the job might be mine if I wanted it. However, I’d soon learn that I had serious competition. At some point in our discussions, the headhunter let slip that the other person being considered was Bob McCann, then head of global equity trading at Merrill Lynch. I knew that McCann was articulate, charming, and formidable, and would be hard to best in a traditional interview format. If we both simply answered questions, I feared that the job would be his.


It was only when I considered that I might lose the role to someone else that I realized how much I really wanted it. Who are you kidding? I asked myself. You’re not going to walk away from an opportunity like this. My entrepreneurial mind had already started to mull over the types of transformations that might help Nasdaq execute a turnaround. The more I thought about it, the more determined I became to do whatever I could to show the Board that I was the right person to lead Nasdaq into a new era. I would take a more proactive approach in my second interview. After all, the struggling exchange didn’t need conversational skills; it needed decisiveness and action.


When the day came, I sat down in front of the video screen and before anyone from the Nasdaq Board uttered a word I said, “Here are the five things I’m going to do in the first hundred days.”


My plan was simple:



	1.
	Get the right people on board.





	2.
	Reduce bureaucracy.





	3.
	Embrace fiscal discipline.





	4.
	Overhaul technology.





	5.
	Stop being satisfied with No. 2.




I spent about fifteen minutes going through this five-step plan, describing how I would implement each step. No posturing. No sugarcoating. No charm. Just a straightforward, hit-the-ground-running blueprint for change. As I finished, I looked around at the faces on the video monitors (and a couple in the room with me). I could tell I had won them over. Two weeks later, it was official.


Day One


I had a firm point of view on what it would take for Nasdaq to be successful. It was going to involve a significant change of culture. Inevitably there would be ruffled feathers and disgruntlement, and I would need to part ways with some of Nasdaq’s existing management team. There was no avoiding it, and only so much I could do to prepare. On the final day before assuming my new role, I decided to do the best thing I knew to keep my mind focused and blow off some tension—I ran a marathon.


As a young man, track had been my preferred sport, and in my adult years I had taken to running longer distances. The only race I could find that particular weekend was in Ottawa, Canada. I brought Bobby and Greg, my two teenage sons, along with me. It was a surprisingly chilly day in late May; in fact, it was so unseasonably cold that our flight home was almost cancelled because the deicing equipment was in storage. Am I going to miss my first day as CEO of Nasdaq? I thought as we sat on the tarmac. Thankfully, we made it out. As I watched the skyline of Ottawa fall away, I wondered when I would have the time and opportunity to do something like this again. As it turned out, that would be my last marathon.


The next day, I was sitting in the kitchen of my New Jersey home when my wife, Julia, called from the front room. “Bob, there’s a great big black Cadillac parked out front. I’m guessing that’s for you!”


As the driver opened the door to the plush private limousine, I reflected on how far I had come. I wasn’t bred to be a captain of industry. Growing up working-class, I had worked hard to get an education. I’d not attended private schools or Ivy League colleges. I was lucky enough to have genuine opportunities to advance, but I’d had to earn every one of them. As a hungry young executive, I put myself in a good position to succeed. I got my MBA at NYU Stern, taking classes at night. I helped build and sell a successful company, gained important experience in leadership, and created a good life for my family. But this situation was different. I was stepping onto a bigger stage. Nasdaq was more than an organization or a business; it was an American institution and a global symbol of capitalism—a signature brand that spoke to the aspirations of millions. In my own mind, I was still just a kid from Queens, but I knew that somewhere along the way, I had crossed an invisible line. Private cars and Wall Street Journal mentions were only the first indications of that change. There would be more to come.


The car pulled up to One Liberty Plaza, Nasdaq’s home office. This imposing skyscraper had originally been commissioned in 1973 by U.S. Steel—a once iconic, top ten American company that today doesn’t even crack the top five hundred. If I needed a reminder that there are no guarantees in business, the large steel girders of this architectural giant sent a pointed message.


I could never have imagined then that this massive structure would be my workplace for the next fourteen years—a lifetime in terms of global markets. In the days, months, and years ahead, I would oversee the near death and rebirth of Nasdaq and build it into one of the world’s premier stock exchanges, a globally dominant company active on six continents and in twenty-five markets around the globe. I would help Congress and the Securities and Exchange Commission (SEC) overhaul and modernize financial regulations, and shepherd Nasdaq’s antiquated technology through a massive restructuring and upgrade. During my tenure, I would have a front-row seat for the Lehman Brothers bankruptcy and the ensuing financial panic. I would be center stage during the frightening Flash Crash, in the spotlight for the infamous Facebook IPO, and caught up in the controversy around high frequency traders. Like everyone else, I would be shocked by the fall of Bernie Madoff, and encouraged by the resiliency and recovery of global markets in the wake of the greatest recession of my lifetime.


Through it all, I would participate in hundreds of successful IPOs, as America’s next generation of great companies—in biotech, technology, energy, renewables, medicine, and more—found funding and empowerment in the public markets. It would be a period of tremendous upheaval, and even the nature of my own job, as CEO, would be hardly recognizable by the end.


But that was all to come. On that cool spring morning in May 2003, I only knew that Nasdaq was in a fight for its survival, and there was not a minute to waste. Perhaps I was already too late. I walked in the door, headed up to my new office on the fiftieth floor, and parted ways with three of my executive team before 8 a.m.


 


 


*        The name was originally an acronym for National Association of Securities Dealers Automated Quotation System.


†        Nasdaq dealers acted as middlemen, matching buyers and sellers or filling orders from their own inventory. Given the low volumes typical in the over-the-counter Nasdaq stock market, the market makers were essential to provide grease to the wheels, so to speak, “making markets” in securities that otherwise would have been difficult to trade. As compensation, they generally took a small cut for their service out of the “spread” (or difference) between the “bid” (price a buyer is willing to pay) and the “ask” (price a seller is willing to take).










Chapter Two


People First


Two Executives Leave Nasdaq As Greifeld Assumes the Reins


Wall Street Journal, May 13, 2003


Get the right people on board.


That was number one on the list of priorities I had presented to the Nasdaq Board in my interview. The right people leverage everything else in a business—even more so when you are undergoing a turnaround and cultural shift. Business, like life, is unpredictable. No matter how good your strategies, you can be sure you will face unexpected challenges, new opportunities will arise, and shifting market conditions will take you by surprise. You can’t control circumstances, but what you can do is to ensure that you have the best people in place so that when the world changes around them, they can adapt, respond, and step up. That’s why my motto has always been people first.


In management circles, we talk a lot about engagement. If you have workers who show up every day merely because they’re getting a salary, your company is unlikely to thrive in the long term. Engaged employees come to work for more than a paycheck. They show up with purpose and even passion. They want to work hard and are connected to the mission of the organization. That’s the type of workforce a thriving business needs. In the early days of any culture change, the critical first step is to find the people who want to work in that new culture—and to part ways with the people who don’t.


When corporate leaders say, “People come first” or “People are our most important assets,” the message may seem warm and fuzzy. But it’s not always a line that a CEO can deliver with a hug and a smile. There is another side to the “people first” principle. Just as the right people are extremely important to the success of any given business, the wrong people—individuals who do not fit, for whatever reason—need to be let go. And letting people go is never easy.


The first firings during my tenure happened immediately. I had done my homework, evaluated the executive team, and already knew several changes in senior management that needed to be made. It was still early morning when the first person came in. This was an individual with a long history at the company. I considered him part of the old Nasdaq and knew that he was not a good fit for a company embarking on the changes I had planned. I needed someone who could get out ahead of our issues; he seemed only able to analyze what went wrong after the fact. It was the right step to take; there was no benefit in dragging it out. “We’re taking Nasdaq in a different direction,” I explained, “and we don’t think your skill sets are aligned with where we want to go. We might as well part ways now and give you time to go look for something else.”


He was surprised, of course. Perhaps he’d had an inkling that this might happen, but I could see he wasn’t expecting it before 8 a.m. on my first day. Nor were the other two people I let go in that first hour. Around the office, as staff arrived, there was a palpable sense of shock at the events of the day and how quickly they were unfolding. As word got out that personnel changes were already underway, not surprisingly, people were reluctant to come into my office.


Personnel changes can be painful—there’s no way around it. The people I said good-bye to on that first day, along with the nearly three hundred I let go in my first year, weren’t faceless cogs in a machine; they were colleagues and teammates. Change had come to them uninvited. In these situations, I was glad Nasdaq had the resources to be generous with severance packages. After all, many of these employees weren’t leaving because of underperformance in relation to the original expectations of their job. Rather, the expectations had suddenly and dramatically shifted.


I knew that these changes would temporarily impact morale. But I kept in mind a great piece of advice I’d received from a friend and business associate, Vinnie Viola: “Good morale in a bad organization isn’t worth much.” He is absolutely right. What use is a contented workforce if the business is failing? I was willing to temporarily sacrifice morale if that’s what it took to achieve the goal—good morale and a great organization.


I also saved myself a lot of time and struggle by acting clearly and decisively from the moment I arrived. The message was immediately and effectively communicated: We’re in a new world, and there’s nothing to be gained by digging in and defending the old one. It saved us all countless hours of meetings and long, drawn-out culture wars. I didn’t want to constantly hear the phrase “This is how we’ve always done it.”


Transparency builds trust and minimizes drama. If you tell people what you are about, right from day one, then when they see you follow through on your intentions and act accordingly—even if that involves making difficult decisions—on some level they’ll appreciate that you were up front and honest with them. That will create confidence in your leadership and encourage clarity and transparency in return. If you’re not transparent, you set the stage for all kinds of negative drama. There will be gossip, innuendo, and distrust, none of which helps anyone get their job done.


The bottom line was, those changes had to happen if Nasdaq was to survive. Yes, this was an emotionally difficult part of the job, but as I told my team at the time, “We can’t operate like a charity. If we don’t do the right thing—and make the necessary changes to adjust to financial realities—somebody will acquire Nasdaq and do the right thing for us.” As a public company, you’re always for sale. The sale price is published every day on the ticker. And if you’re running a 20 percent margin business when you really should be running a 35 percent margin business, someone is going to take notice and make a change.


Who’s on the Bus?


Most business leaders understand the impact of a bad hire. Zappos CEO Tony Hsieh has said that bad hires have cost his company over $100 million since he opened for business.1 A study by the Society for Human Resources Management suggested that the cost of a bad hire can reach as high as five times that person’s annual salary.2 A bad hire disrupts productivity, saps morale, and can negatively impact the performance of others as well. Plus, the opportunity costs of not having the right person in the role are incalculable. Unfortunately, having the wrong person already occupying a position is similar to making a bad hire. That’s why I believe that the same concern and attention that is often brought to the hiring process should always be applied to existing personnel at the start of a turnaround. Indeed, it’s helpful to imagine that you are hiring for a new company, one that will exist only when the change process is complete. That will lead you to look at your existing staff freshly, with eyes on the future of the organization.


“I felt like I was interviewing for my job,” Adena Friedman told me later, describing our first meeting. “Then, at a certain point, I realized that was exactly what I was doing!” You might recognize her name—she would become CEO of Nasdaq after I decided to move on in 2016, and that role still rests in her capable hands as of this writing. In 2017, Forbes would rank her as one of the most powerful women in the world. In 2003, she was a smart young executive with tons of potential. She’d been with Nasdaq for a decade, and exuded dedication, passion, and competency. I quickly recognized that she had no cause to fear for her job in the reorganization. Adena soon became a critical member of my inner circle. A highly effective manager and tough financial negotiator, she would go on to lead a number of strategic acquisitions.


In addition to Adena, there was another executive who would become a central figure in Nasdaq’s turnaround: Chris Concannon, my new EVP of Strategy. Industry insiders may know him as the current President and COO of MarketAxess, a large electronic bond-trading platform. In 2003, Chris was an outsider like myself, one of the two people I brought with me to Nasdaq. He had previously worked at an ECN called Island, and then as an executive at its parent company, Instinet, so he was deeply familiar with the ways in which technology was changing the trading landscape. As upstart executives and leaders of ECNs, both Chris and I were disruptors when it came to the Nasdaq marketplace.


Chris was smart, creative, and independent. He had an irreverent, wise-guy personality that brought some welcome levity to our executive team. He didn’t just follow directions. He liked to second-guess things. His thoughts on Nasdaq’s various projects and business strategies were already proving invaluable in the organizational overhaul, and his skills nicely complemented mine. Indeed, I believe that any good team should supplement each other’s skills, abilities, and expertise, not replicate them. I think of this as “checkerboarding your skill sets.” Chris would go on to become a thought leader in the organization, who deeply understood how markets and exchanges work, and he helped us shepherd the Nasdaq marketplace into its next phase. I take pride in having helped Adena, Chris, and many others develop from talented young executives with great potential into seasoned leaders who are shaping the future of the financial industry even today.


During my initial days and weeks on the job I would continue to evaluate my management team. Some clearly brought a lot of value to the table, like EVP of the Global Index Group John Jacobs, or General Counsel Ed Knight. I was fortunate to have them on board. However, I ended up parting ways with several others. And instead of immediately searching outside the company for their replacements, my preferred strategy was to look more closely at the people already around me. I was rewarded by the discovery of real talent at Nasdaq that had been unrecognized, undeveloped, or underutilized before I arrived.


Sometimes it’s necessary to go outside the company to find the right person for a role. But don’t make that a default move. Promoting from within builds morale, incentivizes higher performance, and avoids many of the risks associated with outside hires. The hiring process is unscientific, and interviews last hours at best. People can sound good in an interview, but it’s hard to know for sure. I’ve found that eloquence is often overrewarded in corporate contexts. Internal candidates, by contrast, have essentially been interviewing for years. They are also familiar with company culture, which accelerates the onboarding process. Wherever possible, promote before you recruit.


If you find that you can’t follow this rule, you may need to do some honest self-examination. If you’ve been doing your job as a leader in an established company, you should be developing the talent you need. When I couldn’t find an internal candidate for a key role, I’d ask myself, What am I doing wrong? We invested a lot in developing talent over time for this reason. Of course, sometimes new blood is a good thing, and you don’t want to become entirely insular, but as a general guidepost, I like to keep the ratio of promotion to outside recruitment at around 80:20.


Over and over again, I sought out hidden gems at Nasdaq and elevated in-house talent. When I let go of the head of our listings business, a prominent position that required a unique mix of relationship-management skills, marketing talents, and public relations expertise, I didn’t just call an executive search agency. Soon enough, on a trip to our office in San Francisco, I met Bruce Aust, a young, charismatic executive with that exact skill set, along with an impressive roster of relationships with key figures in Silicon Valley. There was just one problem: Bruce was a Vice President, two rungs down the ladder of the Nasdaq hierarchy. In order to lead the Corporate Client Group, he’d need to leap over the Senior Vice President and into Executive Vice President territory. Such leapfrogging was virtually unheard-of at the company. In the old Nasdaq culture, you ascended to VP, you put in your two to four years, then you might be considered for SVP positions. Put in another several years, and perhaps an EVP role would be in reach for the lucky few. It was more about time and experience, less about merit and performance. There is value in seniority, of course, but I wanted meritocracy to become a fundamental value at Nasdaq as well. And as I surveyed the existing EVPs, I saw no one with the qualities that I found in this young VP.


My intuition about him was confirmed when I made my first trip as CEO to the West Coast. Bruce organized a dinner with nearly every key player in tech and venture capital in attendance—exactly the sort of people with whom Nasdaq needed to connect in order to position itself as the marketplace of the up-and-coming tech world. The listings business is all about connections. Indeed, the reason I’d parted ways with the former EVP was because he spent too much time sitting in his office: He was a conference room pilot, not a relationship builder. In contrast, it was clear that the organizer of that dinner was more connected than most.


The next evening, after a marathon series of meetings, I cajoled Bruce into taking me to a track meet at Stanford to watch my favorite sport. As we sat in the stands, he turned to me with a serious expression and said, “Bob, as you’re making this EVP decision, there’s something you should know.”


My heart sank; I’d been almost ready to break with tradition and offer him the job—was he going to give me a reason to reconsider?


“I’m gay,” he said.


I breathed a sigh of relief. “Bruce, the only thing I care about is that you do a great job!”


Given the climate of the time, I guess he felt it was important to be up front about it. He didn’t have to, but I appreciated his transparency. This was 2003, and even in the short time that has elapsed since then, things have changed a great deal in the culture of corporate America—for the better.


Bruce’s strengths were clearly compatible with the job he wanted, so I invited him to leapfrog the SVP title and take the EVP job. While I generally do believe in the value of “spending time in the seat,” extraordinary times call for extraordinary measures. He was the right person to take over that role, despite not having the ideal management experience. Moreover, his appointment reinforced the culture change I wanted to communicate to Nasdaq: Don’t cling to tradition. This is an era of change. I myself hadn’t risen through executive ranks the conventional way, and I wasn’t going to let tradition trump talent. Bruce would end up owning that key role for the next decade.


Little by little, I was filling the crucial seats on the organizational bus. If the bus analogy sounds familiar, it may be because it’s borrowed from Jim Collins’s best seller Good to Great. Success in transitioning companies from moderately successful to world-class, Collins argues, begins with getting the right people on the bus. I was particularly fond of that image because, as readers of Good to Great may remember, Collins’s metaphor was inspired, at least partially, by Tom Wolfe’s The Electric Kool-Aid Acid Test, the classic book describing the exploits of Ken Kesey and the Merry Pranksters in the late fifties and sixties. Kesey had loved to employ the phrase “You’re either on the bus or off the bus” in his leadership of that countercultural tribe. The driver of Kesey’s bus was in fact none other than Neal Cassady, the hero of Jack Kerouac’s On the Road. There was something irresistible about a metaphor that connected my role as driver of the Nasdaq bus to the great Beat poets I’d loved in school—though I hoped I was a safer driver than Cassady!


Poetic associations aside, Collins’s advice was sound. His research suggested that leaders are best advised to “begin with ‘who,’ rather than ‘what.’ ”3 A rock-solid team, he discovered, seemed to be the key first step in any good-to-great transition. The marketplace will shift, strategies will change, but a great team can respond to it all. I had a sense of the type of company I wanted to build, but I knew that inevitably there would be unexpected twists and turns (and bumps) in the road ahead, and exciting new destinations to aim for as well. Having the right people on board would allow Nasdaq to adapt to all those challenges and respond to the opportunities effectively.


People first. To drive the point home, I actually had a couple thousand little toy buses made up and handed out to the Nasdaq staff along with copies of Good to Great. The not-so-subtle hint: The wheels of change were turning.


New People for a New Culture


Anytime a company culture dramatically changes, the filtering system for talent will inevitably be affected. To use an evolutionary term, the selection pressures in the organization will be reset, and this shift will reverberate throughout the corporate ecosystem. Often, the people who are right for the new culture are not individuals who thrived under the previous regime. Change the culture, and inevitably, people with skill sets more apropos to the next context suddenly stand out.


Good performers can become great performers when the conditions are right. Over and over again I saw B players become A players when the game changed. My experience is that people want to achieve, to contribute, to help the organization thrive. If you clearly define the mission, remove the bureaucracy and organizational inertia, provide clarity about what is needed in each role, and put in place a good reward and incentive structure, you’ll be amazed at how people step up. As the environment shifts, the people come into focus. When we began to make organizational changes at Nasdaq, I immediately noticed that there were certain people whose eyes would light up, who would walk down the hall with a new bounce in their step, who would work a little harder and go the extra mile. They felt uplifted by what was occurring.


Nasdaq’s culture was shaped by its history. The company had long been a nonprofit, in the cultural mode of its parent organization, NASD, which is a regulator. People worked there for the good salary, regular working hours, stability, predictable workflow, and good benefits. There is nothing inherently wrong with a culture like that—if the culture fits the mission. But my mandate and mission were different. I wanted Nasdaq to fully embrace the competitive, for-profit world, to be a leader and an innovator in the financial industry. I wanted it to grow, expand, and become the premier equities exchange in the world. To do that, we were going to have to slim down and become much leaner and faster, more nimble and more competitive. We needed a change of mind-set and skill set. It would be disruptive, no doubt, and some would embrace that change wholeheartedly and thrive in that new culture, while others would find it unpleasant. It was up to me, in those first days, to send a clear message about the nature of that change.


I made it clear from the start that Nasdaq’s new direction wouldn’t be right for everyone. My message was straightforward: “This place is changing. It’s going from a nonprofit environment to one that has a faster pace, higher stakes, higher pressure, and greater potential rewards. We’re building a performance-driven meritocracy. The energy, the expectations, and the culture will all change. If this new culture doesn’t appeal to you, I suggest that you self-select and move on now because eventually that mismatch is going to become clear. Please find another place that is a better fit.” It was Nasdaq’s great sorting.


In the first year, we cut around a quarter of our staff. Some of that was due to the need to slim down and reduce costs. Some of it was a result of closing unprofitable lines of business. But much of it was driven by the specific cultural change I was focused on. There were plenty of people on staff who liked the old culture—nine-to-five, process-centric, few surprises. Nasdaq, as a human ecosystem, had to function at a higher frequency if it was going to thrive in the fast-moving, rapidly changing ecosystem of global financial markets. The right people for the culture I was determined to create were not necessarily just smart people. It wasn’t just about IQ—though I obviously wanted to work with intelligent, capable men and women. IQ is just table stakes; it gets you in the game. Motivation, drive, flexibility, and emotional intelligence are also important attributes that contribute to a company’s success. “Bandwidth,” for lack of a better word, is another. By that I mean the capacity to fruitfully focus one’s attention on multiple areas. That’s a critical talent for successful organizational leadership, where a lot comes at you thick and fast. Many people struggle with bandwidth issues, and this can also be true for higher IQ types, who sometimes prefer very specialized domains of expertise. Of course, in certain occupations, like programming, a narrowly focused approach is an enormous value-add, but when it comes to management, bandwidth matters.


When You Have Good People, Listen to Them


Knowing who to bring on board, who to promote, and who to let go is critical in any turnaround. But a people-first strategy means much more than hiring and firing. Any CEO can swing the ax; that doesn’t take much talent. Building great companies requires interacting with your team members in a highly productive way, one that encourages creativity, autonomy, focus, and discipline.


In corporate America, we pay well for smart managers. But if you’re going to pay for talent and high IQ, be sure to use it. Seek input and honest feedback from your team. And get them involved in your decision-making processes.


One of the ways I sought input for critical decisions was by running a series of head-to-head debates among my executive team. Authentic debate isn’t always easy to manage, but it’s necessary if you’re going to hear what you need to hear in the decision-making process. No issue is black-and-white, and each perspective contains relevant truths. Debate helps to illuminate the inevitable trade-offs and help you make smart and well-informed choices. I liked to mix up our debates by assigning counterintuitive roles. If the topic of the day was, for example, “Nasdaq Japan: Should we keep it or close it?” I might even assign the pro-Japan executive to take the anti-Japan position. It made for some spirited contests. People knew better than to make a weak argument for a position they didn’t support; it was clear they were being judged on the quality of their reasoning, not just the content. I firmly believe that most positions stem from rational presumptions, at least from the perspective of the person holding them. Rather than simply dismissing a position we don’t agree with, it is valuable to make the effort to understand its underlying rationale, even if we eventually choose another path.
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