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INTRODUCTION







The bus company I run in Rochester, New York, was once as beleaguered as any organization in America. When I was appointed CEO of the Rochester Genesee Regional Transportation Authority (RGRTA) in 2004, I received a nice opening day surprise—a massive $27.7 million budget deficit. Previous management had seen the crisis coming but hadn’t taken steps necessary to avert it. Now, with a total budget of around $70 million, we were cooked. During my first weeks in the corner office, colleagues were advising me that we would survive only if we took not one but all of the following drastic steps: raising fares 40 percent across the board, reducing service by 65 percent, doubling fares on the disabled population we served, and axing about a quarter of our workforce.


We didn’t do any of these things. Rather, we focused on transforming our business from the bottom up so that we could execute better. In two years’ time, we turned that $27.7 million deficit into a $19.7 million surplus, a $47.2 million swing. Since then, it’s only gotten better. For four years in a row, we’ve actually made money—more than $29.7 million and counting—while also growing our organization (our annual budget is now around $85 million). Since 2004, the number of people we carry has increased by more than 20 percent, a rate nearly 50 percent higher than the national average. Our routes today pick up more people for each mile we drive than they used to—over 50 percent more. Our buses are cleaner, and customer satisfaction, which had never before even been measured, is on the rise.


Oh, and try this on for size: In 2008, at a time of recession, when airlines were charging customers to bring luggage on board, FedEx was raising its delivery prices, and many public transit systems were pushing through not one but two fare increases, we actually lowered our fare—to just $1, a price not seen since 1991.


Government has underperformed for so long that people doubt any agency can achieve breakthrough success. Cynics talk about how inefficient government is as if that’s a foregone conclusion. They are wrong. Government isn’t inefficient. Things that are big are inefficient. Are you going to call Citibank efficient? Or General Motors? Big organizations create bureaucracy. They suck energy and stifle creativity.


This book shares the fundamental principles of the RGRTA’s success in hopes of changing how organizations of all kinds operate. Forget the cynics; it is possible to take the rotten, dysfunctional, spendthrift organizations we’ve got and make them better. With careful and sustained effort, public agencies like hospitals, subway systems, schools, and police forces can execute efficiently and productively. The private sector, too, can eliminate the corruption buried in firms like Enron and Adelphia. With some good old-fashioned elbow grease, accountability and integrity on the part of management, and by applying the managerial principles outlined in this book, underperforming companies can remake themselves, just as we did.


Before 2004, we weren’t much of a bus company. Like many public agencies, we had no far-reaching vision, just the pervasive notion that “this place pretty much runs itself,” as the former CFO liked to say. What that meant was that finance ran everything in a reactive way. Unable to change with the times, and with no systems in place to even tell management what was changing, the company saw business stagnate year after year. Management’s primary directive was to get service out on the streets at all costs, and so we had dirty buses puttering about behind schedule with one or two people bouncing around in back. An egotistical, paternalistic leadership—again, not that different from what exists at many agencies and other underperforming organizations—handed out goodies at its whim, and consequences for bad performance at any level of the organization were unheard of. Many managers operated on the assumption that they would get larger budgets next year, no matter how well they did. Predictably, they didn’t do too well. Company morale was awful. Not knowing when to celebrate, the organization lacked vitality and energy. People talked about “getting their time in,” as if they were in prison.


Step by wrenching step, we’ve transformed ourselves into a disciplined, dynamic, data-driven organization that is now the envy of our peers. Drawing inspiration from the private sector, we’ve dispensed with the “this place runs itself” philosophy and evaluate every corner of our business, reengineering entire processes and employing new technologies to get things done better, more efficiently, and with a reduced reliance on taxpayer subsidies. To assess our progress, we measure what matters using state-of-the-art tools that have raised eyebrows in the private sector. We seek transparency with regard to all constituents—our board, our employees, our customers, and the public. Internally, a culture of rigorous debate reigns, and when we succeed, we celebrate like crazy. As a result, our people not only want to work here; most of them put in their best effort each and every day.


Our organization is not perfect. We are neither geniuses nor saints. Every day, we check our egos and assumptions about how to do things at the door and focus with all our might on building a state-of-the-art, performance-based organization. If you manage a company, a public agency, or a not-for-profit, take heart—there’s so much you can do, starting today, to help your organization excel. If you’re a taxpayer, a consumer, or a shareholder, I urge you to demand performance-based management in the organizations that take your money. If my own chronically dysfunctional organization can remake itself, on the brink of a total meltdown no less, then any number of institutions across America can, too. Taxpayers and the public at large deserve efficient government, while consumers deserve businesses that operate with a public servant’s eye toward stewardship. We all deserve organizations that work again—organizations that drive excellence.


REDISCOVERING LEADERSHIP


The chapters ahead offer many lessons from our turnaround experience, but at the outset I’d like to highlight two fundamental macro-themes. The first is the importance of inspired and determined leadership. No matter what challenge we face, we can’t fix organizations without people and their tremendous will to set aside the status quo, take risks, and do things differently. We need this determination not just on the part of a chief executive and the senior management team, but on the part of a broad number of individuals who are either selfishly motivated to save their jobs or organizationally motivated to operate more productively.


Walk into our executive suite today, or stroll through the mammoth garages where grease-covered mechanics take apart and rebuild entire buses, and you’ll find the same thing: professionals who are not only dedicated to the organization’s success, but who will speak up and fight for positive change when they believe it necessary. You wouldn’t have found this kind of engagement several years ago. It’s something we grew into. And as the CEO, I’ll tell you right now, it’s something I grew into.


Before I was appointed to lead the RGRTA, I had worked a variety of jobs: aide to a member of Congress, town administrator, staff member at RGRTA, and most recently, coordinator of a large public construction project. I had never run my own organization, and I had zero formal business training. Most of what I knew about leadership came from the commonsense wisdom my parents taught me on the small farm in upstate New York State, about an hour outside of Albany, where I grew up. You can imagine how daunting the fiscal crisis seemed to me during those early weeks. It was a defining test. Would my political know-how and down-on-the-farm wisdom be enough to guide this organization through? More importantly, would a newbie like me (I was only thirty-seven) be able to convince skeptical old-timers and entrenched interest groups to embrace the dramatic short-term changes we needed just to survive, let alone flourish?


Management had spent freely in recent years, and at the time that might have seemed like a safe thing to do. Unfortunately, those massive increases in expenditures were built on the rosiest economic conditions in history. When our revenue streams plummeted more than 40 percent to more historic norms, we found financial disaster on our doorstep. To make things worse, the price of diesel fuel, a relatively flat expense for years, was now skyrocketing.


I spent my first two months on the job working with our team trying to figure out what in the heck to do to prevent the roof from caving in. It looked like we wouldn’t survive the year without a massive government bailout. We knew we needed to slash expenses, but I wanted to do it intelligently, saving us, if at all possible, from having to make heartbreaking layoffs and raising fares. After many late nights, considerable hand wringing, and not a little heartburn, we came up with a creative plan that called upon the whole organization to come together and reshape itself. We would adopt none of the traditional solutions. We would say no to fare hikes. No to slashing service. And no to massive layoffs. Instead, we would reorganize how we delivered service to the community so that we would operate more efficiently. We would do away with unproductive routes and work to increase the number of people we picked up, all in an effort to lower costs and increase income. As part of this plan, we would cut some sacred cows such as lucrative overtime pay; if everything went well, though, we wouldn’t have to lay off any of our 750 employees, and we’d keep fares stable. Times would be tough, but there was a silver lining: With this plan in place, we would be positioning ourselves to ease our reliance on government handouts and become a better, more sustainable, performance-based organization over the long term.


We thought our plan would succeed, but we didn’t know if we had enough time, and we didn’t know if rank-and-file employees would cooperate. We were going to be asking a lot more of our drivers. Their buses were about to become much fuller; no more racing to the end of a route so they could read a newspaper or take a nap. After multiple meetings at which I made it clear we were facing a financial crisis, we announced elements of the plan. The response wasn’t great. Previous management hadn’t said anything about a fiscal crisis, and to the rank and file it looked like the new guy—me—had already screwed things up. We weren’t proposing layoffs, but the union leadership still decided they hated me. I received vicious unsigned letters attacking and even threatening me. I was accused of everything from embezzlement, to having granted no-show jobs to political friends, to, my personal favorite, having had a hot tub installed on top of the administration building for my personal use. And on and on they howled.


OUR OWN LITTLE CAESAR


Tensions crested during a meeting when I announced details of our turnaround plan. We convened in a massive garage where we store about a quarter of our 410-bus fleet. Halogen lights hung from ceilings thirty feet high, and massive overhead doors opened on either end of the eight-lane, 150-yard-long concrete floor. At one end of the garage, we’d created a square using four of our red, white, and blue buses. Dozens of our employees sat in the middle of this square on folding chairs. Behind them, dozens more angry mechanics, bus operators, and other union workers stood with arms folded across their chests; they felt that if they stood in the back, they would be on equal footing with me, since I was standing at the other end of the space. These union workers were scary and thuggish, with tattoos, surly attitudes, foul mouths, and serious muscles. And they were livid. Why, all of a sudden, was this hotshot suit coming in to take away their perks?


The most threatening and angry union employee of them all was a 350-pound bus driver named Caesar McFadden. I’ll always remember him. He probably stood six feet five inches and wore gold earrings and a heavy assortment of gold chains. Oh, and he wore a placard around his neck that read, in big block letters, “LIAR.” I assumed he wasn’t talking about himself.


I began the meeting by summarizing our situation. The organization was drowning and we needed to save ourselves. We were on the verge of not being able to meet payroll. If we didn’t pull together, shift the bus schedules around, and provide our service in a far more efficient fashion, we’d soon need to take other, less palatable measures. I reminded our people that we didn’t run buses in an effort to employ drivers. That was the old way of doing things. We ran buses because there were people to pick up. We ran buses to serve customers.


Union employees did everything they could to interrupt me. Grumbling, hissing, and expletives came from the back of the area. The same response greeted our twenty-five-year veteran vice president of scheduling, Chuck Switzer, when he tried to explain the new system we had built to figure out which routes were productive and which weren’t. Things were getting ugly. The real fireworks started when I opened the meeting to questions. Caesar McFadden, standing in the back with his big “LIAR” sign, stuck up his hand. He looked me straight in the eye. “Are you telling me you’re going to be laying a bunch of our people off because of this crazy thing you’ve come up with?”


I swallowed hard. “No. What I’m saying is—”


“So you’re saying you’re not gonna be laying any of us off,” McFadden interrupted, sticking his chest out. Those around him hooted him on as he was challenging the boss.


I started up again. “What I was attempting to say is that—”


“You people don’t give a damn about us!” McFadden shouted, pointing at me. “You don’t know what we go through every day. You don’t care about our bills. Our families.” McFadden was really starting to whip it up now, playing to the crowd.


Every fiber of my being told me not to yield. When he paused to take a breath, I said, “You’ve asked a question. I would hope that you’re actually interested in an answer. Now, what I was attempting to say—”


McFadden interrupted me again, but this time I wouldn’t stand for it. “You asked a question,” I said, raising my voice in anger. “I’m going to answer it. You will not interrupt me a fourth time!” There was no way I was going to let him take over our meeting and confuse employees with non-issues.


His chest deflated and his shoulders sank. He realized he had gone as far as he could. He and Frank Falzone, the union’s business agent, stormed out, taking all the union employees with them. I laughed to myself at that point. The meeting had gone on for about an hour and it was basically finished. Yet I knew I couldn’t let the meeting end because the bulk of the union employees had engaged in some silly walkout, as though that would somehow change the dire situation in which we all found ourselves. So I just made up stuff for ten minutes more so it would at least seem as though their departure hadn’t brought an end to the meeting.


This episode was pivotal for me as a leader; it was then that I realized just what kind of unflinching stubbornness it would take to bring change in the face of groups and individuals with a perceived interest in resisting it. As we’ll see later on, this wasn’t a one-off strength I would have to show, nor would it be limited to times of crisis. I would need to muster a single-minded, day-in, day-out commitment to serving the organization’s best interests no matter what.




The forces of change must stand their ground and face down the loudmouths. Whatever else leadership is, it isn’t a popularity contest.





Driving excellence is hard. Your most committed employees will question if you’ve gone too far. Pressure groups will attack you through the media, demanding that things be done their way, the public interest be damned. Every organization has its Caesar McFaddens; in fact, every organization has many of them. Yet the forces of change must stand their ground and face down the loudmouths. Whatever else leadership is, it isn’t a popularity contest. People in any position of responsibility must be prepared to make decisions every day that jeopardize their own personal interests so as to achieve the right outcome for their organization. Just as important, leaders need to encourage dissenting viewpoints, presenting the bad news as transparently as the good. Such integrity not only establishes the credibility you need to push through the tough decisions; it also inspires employees throughout an organization to work a little harder and expect others to do so as well—what we at the bus company call “demanding excellence.”


DRIVING A NEW HYBRID


Superior leadership is vital to remaking a dysfunctional organization, yet it is only part of the general picture this book will present. As time passed and the RGRTA moved from handling its immediate crisis to remaking every corner of its operations, we realized that we were evolving a new, hybrid model for managing that was unlike anything we had seen in either the public or private sectors—indeed, that melded the best in each. Our commitment to this model has been critical to our continuing success, and I’m describing it here in hopes that it can help public agencies and private companies alike remake themselves and exceed taxpayers’ and shareholders’ wildest expectations.


Most people don’t talk about it, but there’s a disease in government today. It’s called incrementalism. Society changes and so do markets, but public-sector management contents itself with doing the same thing year after year, making only minor changes around the edges. Managers at schools, hospitals, water districts, and the like regard what they provide as an intangible and essential “service,” the success or failure of which can’t be measured. Since these organizations often operate with a monopolistic attitude, managers think nothing of providing service that very few people would actually choose to buy on the open market. They provide schools with decrepit buildings, hospitals with indifferent staff, airports with archaic technology, and in our industry, buses that are dirty and late. If you enjoy a captive audience, why excel as an organization? Why improve? “Take it or leave it” is management’s unspoken attitude. It was our attitude for years.


That’s not all. When determining their budgets, the main question most public managers ask is not “How can we innovate to make our existing dollars go further?” Rather it is “How much more money do we need next year to do the things we’re doing now?” And the usual answer: “Four percent on top.” That is, management will content itself with maintaining the status quo and providing the same mediocre service, yet they’ll feel perfectly comfortable asking legislatures, and as a result the taxpayer, for 4 percent more each year to cover rising expenses due to inflation and market fluctuations.


We’ve succeeded because we’ve managed to throw “incrementalism” out the window and do the unthinkable: remake ourselves as a private company. Private companies have outperformed government agencies not because they possess superior leadership, but because market pressures force firms to innovate and improve their processes. Public organizations don’t force those same pressures on themselves. Since we wanted to optimize our execution, we resolved to take the best of what private companies do and adapt it to our business. This entailed a total change in how we viewed our operations and the language we used every day to describe them. We came to regard the people we served not as “passengers,” as they had been called and treated for decades, but as customers. Likewise, our buses weren’t merely vehicles for the transport of chattel; they were movable stores, and our drivers were greeters—like at Wal-Mart—with the mission of saying hello to customers at the front door, treating them well, and providing them with a superior experience, so that they would come back.


From this new way of thinking, a number of other steps followed. Like any business, we’d make decisions based on what customers were telling us, and on what our first-call employees perceived the customers wanted, not based on what political pressure groups said. In order to serve our customers, we’d watch our money very carefully; we’d need to know exactly how much it cost to make a wheel turn. We’d also take the lead from best-in-class private companies and develop clear, relevant ways to measure what we were doing and how we were performing.


Politicians talk all the time about running government like a private company. We don’t just slap that on a bumper sticker. We actually do it. Yet privatizing our business wasn’t the whole answer. As we’ve suggested, private sector managers are usually motivated to improve because of market demand. We were partially public servants, and as such we were motivated to improve not because the customer was clamoring and threatening to go elsewhere, but out of a sense of stewardship—because we thought it was important for the customer to have the very best product and value.


At the beginning of our turnaround, we spent a year examining our business and struggling with a basic question: Was our core responsibility to our customers, or was our core responsibility to the taxpayers who paid for part of our budget? Following the model of a private company, did we have an obligation to provide superior bus service to the community, or did we as a public agency have an obligation to maximize return to the taxpayer? The answer, we discovered, was . . . yes!


Like Starbucks or Best Buy, we had a responsibility to provide superior service if we wanted to get rich, but in the public interest we also had a responsibility to return as much value as possible to taxpayers. Serving both masters meant we needed to focus on efficiency—doing more good for our customers with the least amount of money from the public coffers. It sounds obvious, but nobody else was doing it. Focusing on efficiency led us to develop a nationally innovative service delivery model and corresponding measurement system to boost our productivity.


Think for a moment how powerful this balanced, two-pronged approach to management is. When almost any organization, public, private, or not-for-profit, cuts their service, their customer base falls off, and their remaining customers are less satisfied. When we, in our moment of crisis, made huge service changes, we reduced the total number of buses on the road by almost 12 percent. But since we focused on working smarter, with both a microscope and a scalpel, we actually wound up increasing both our customer base and customer satisfaction.


In 2004, every day we were picking up about 4,000 students who attended school in the city of Rochester, and we were losing sixty cents on the dollar for the privilege. Today, we pick up more than 11,500 students a day attending middle and high schools and fully cover our costs in a public-public partnership that is a model for other cities across the nation. More students are getting to class, school attendance is up, and the taxpayer is saving millions a year. Now, that is driving excellence.


We can summarize the management approach conveyed in this book by saying that we borrow the best practices from private sector companies and then, in an effort to make them even better, fuse them with a dedication to public stewardship. It’s a more balanced approach applicable to organizations of all kinds. Many government agencies fail today because they serve neither taxpayers nor customers, but themselves. Yet many private firms also underperform because they show only a narrow-minded loyalty to shareholders. Many private sector managers would do far better if they took more seriously their broader corporate responsibility. It’s not in a company’s long-term interest to operate a grocery store at a 10 percent profit margin in a market with three competitors, while in a community with only a single grocery store chain, the company operates at a 30 percent margin. Yes, a firm in the latter situation clearly can and should charge more; it has a responsibility to make money. Yet to reap benefits like heightened customer loyalty and the intangibles that follow, private firms should “balance” community responsibility with shareholder return. And that can be built into a sustainable business model—with formulas—and ultimately measured. When the single grocery store chain faces competition, as it likely will, it will already find itself well positioned to sustain its customer base.


DRIVING EXCELLENCE


I’ve written this book because I know that we have built something magical in Rochester. While the entire industry was moving left, we moved right. Here we are, a public agency that is outperforming the private sector. We didn’t just talk about productivity; we found a way to measure it and increase it by more than 90 percent. We didn’t just talk about customer service, but found a way to measure that, too, and increase it by 16 percent. We were supposed to lose tens of millions of dollars, but instead wound up making tens of millions. We figured out how to drive fewer miles and pick up more people who were happier riding. At a time when government seems poised to grow through taxpayer expenditures, bailouts, and private industry oversight, it is clear from the work we have done that there is a smarter choice.




We figured out how to drive fewer miles and pick up more people who were happier riding.





The chapters that follow cover many dimensions of running a business. Each discusses an area of management, and each offers a lesson we learned through the often painful process of remaking our organization: Listen hard to employees as well as customers; don’t let finance dictate your strategy; engage the entire organization in the new direction; create a culture of no-ego; and so on. Throughout the book, I strive to let employees share the limelight and give their perspectives on how we together turned this company around. I illustrate our arguments with real-life stories while also exposing readers to tools and techniques we’ve developed that have proved helpful to our success.


If you’re one of those people content to “put 4 percent on top,” then you shouldn’t read this book. “Four percent on top” is a methodology for mediocrity and mere survival. Everyone is happy with “4 percent on top.” Nothing changes. Status quo. Easy as pie. You will never face Caesar McFadden. But if you want to lead, transform, challenge, and spend every single day doing your level best to make the organization succeed, then this book is for you. Driving excellence isn’t a pipe dream; what we accomplished can be realized in a police or fire department, a school district, a grocery store chain, a logistics company, a not-for-profit, even an entire state. Working together, we Americans can turn our bus around, one stop at a time. Take it from us, the little bus company that not only could, but did.














Chapter 1.


NOBODY KNOWS
 THE DRIVER’S NAME


Create a Culture of No Ego







I gazed out the drafty windows of my new office and watched rain splatter onto the parking area three stories below. It was a gray Sunday afternoon, and the lot was empty. I made a cup of tea and got to work on my first strategic task: organizing my office.


Go into many CEOs’ offices, and you see pictures of them with celebrities or famous elected officials. You see elaborate artwork and richly carved furniture that evoke their personal wealth and power. You see awards they’ve won and diplomas they’ve earned.


When I became CEO in early April 2004, the first thing I did was decorate my office—in a very different style. I didn’t put a single picture of myself on the walls, nor did I hang any awards or diplomas. I decorated my new office with Red Sox regalia I’d collected since the age of nine, as well as meaningful pictures I’d taken myself and had framed. I also rearranged the furniture to create a circle on the guest’s side of my desk; that way, when a visitor came we could sit together and discuss the issue in a collaborative way. I wanted an office that broke the traditional power barrier. I wanted an environment that encouraged people to feel as if we were working together in solving problems—an environment that demonstrated that they had power, too.


I didn’t know then many of the specific initiatives I wanted to advance or decisions I intended to make, but I did know I was committed to transforming this organization from one that seemed listless, fearful, and fragmented into one that was giving, selfless, and community-minded. I hoped, as best I could, to create a culture of no ego.


Why focus first on reforming the culture rather than on getting our financial house in order? Simple. Addressing the massive crisis that employees didn’t even know existed would require a sea change not merely in processes or spending habits, but in how employees viewed everyday things like how we delivered service, how we communicated with each other, and how we viewed our own position in the broader community. People would have to venture beyond their comfort zones, take personal risks, and focus on improving their own performance. Along the way, we would have to pull together and make some pretty tough sacrifices for the good of the organization.




Nobody wants to be a backdrop for another picture the CEO is hanging on his or her wall.





Attending to my own office décor, Red Sox memorabilia and all, was pivotal because cultural change had to start at the top. Employees wouldn’t change their perceptions or take risks if they believed I was merely enjoying my own ego trip. Nobody wants to be a backdrop for another picture the CEO is hanging on his or her wall. By contrast, a CEO who from the first day puts employees ahead of personal prestige—now, that’s inspiring! A positive change in the attitude of leadership hits at the foundation of a culture that formerly said “me first.”


Successful organizations, whether not-for-profits, private companies, or even sports teams, share one thing in common: an ability to get those at the so-called bottom of the organizational structure to believe that those at the top are furthering everyone’s interests. When employees, board members, customers, taxpayers, or stockholders observe selfless actions on the part of senior managers, the entire organization experiences waves of selfless behavior and contributions at even greater levels. The culture changes, and the organization produces excellent and sustainable results, even in the face of changing conditions. My own organization’s experience, which I’ll relate in this chapter, is a case in point. It took time, and much more than symbolic decisions about office décor, but we did manage to transform our culture from the top down. And it has paid off on our bottom line.


$700 OFFICE CHAIRS AND FREE TURKEYS


If David Letterman came up with a list of the top ten most unhelpful behaviors of egotistical managers, what do you think would be on there? How about correcting a vice president when he didn’t address you using “Mr.”? Or sitting down each day in a $700, ergonomically designed office chair? Or telling assistants that they needed to “buy insurance” for their jobs by consulting with you before taking an action?




Public servants become excessively preoccupied with demonstrating that they’re in charge rather than actually being in charge.





Today, some of our longtime employees remember precisely these behaviors over the years on the part of previous managers. It’s not unusual—if you’re like me, you can think of any number of bosses you’ve had (or perhaps still do have!) who have irritated you by nursing their inflated egos. Egotism is especially rife in public administration. In far too many hospitals, police departments, city halls, and the like, public servants become excessively preoccupied with demonstrating that they’re in charge rather than actually being in charge. The majority of such bosses aren’t bad people with selfish motives. They tend to be older, products of a bygone age when more egotistical and authoritarian leadership styles were the norm.


When I became CEO, the old ways were still entrenched, as they had been for decades. As evidence, we still had a physical wall separating the executive suite from all the other administrative employees. The very fabric of life was dominated by senior leaders—their wills, their desires, their power, their personalities. As I realized, a me-first approach was leading to poor decisions that hindered day-to-day operations. Egotism was also filtering down the ranks, eroding employee loyalty, inspiring outright fear, and damaging performance.


Perhaps the most harmful expression of unrestrained egotism at our company involved established patterns of decision-making that were paternalistic and dominated by personality. At every level of our business, bosses liked to come across as warmhearted people who did good things for others. Any perks or benefits granted to the employees had to be seen as an expression of the manager’s own big-heartedness. It was common for senior executives to go out to our expansive garages where we repaired and stored our hundreds of buses and hand out turkeys just before Thanksgiving. Not surprisingly, our bus drivers loved them for it. Employees would line up by the dozens to claim their free turkey.


At the local LPGA golf tournament, we used to set up an account at the welcome tent of a charity a senior executive was involved with so that any of our employees could go in, order anything they wanted to eat, and put it on the bus company’s account. Likewise, we had a long tradition whereby the CEO personally heard one or two union employee grievances a week, deciding small things like whether a driver had received his or her proper overtime pay or whether managers had properly disciplined someone for a bad customer interaction. He would gather ten or so employees in the third-floor conference room, and the simplest hearing would last for an hour. Another tradition in our culture was that changes in salary for every employee, receptionists and vice presidents alike, went through the CEO.


Paternalism hurts an organization when it stands in for honest-to-goodness strategic decision-making—when the sole purpose of a decision is to demonstrate to the workforce who’s in charge. Rather than focus on big picture items, such as how efficiently we delivered service, previous managers spent dozens of hours picking out bus driver uniforms, and leadership team meetings were too often devoted to such critically important topics as what color our bus stop sign poles should be painted. A senior human resources executive should have spent her time managing our multimillion-dollar union contract affecting hundreds of employees. Instead, she involved herself in petty disputes with lower-level employees who in her view had usurped her authority.


At every level of our company, far too much spending was ego-based, haphazard, and purposeless. Consider just one decision we made about putting service on the street. One senior executive had a friend who lived outside our service area, in an apartment complex where many people with disabilities lived. Without a larger plan in place, this executive decided we would run on-demand buses there. No one challenged that order, even though the staff knew it was wrong. Unfortunately, the directive to run these buses cost the organization hundreds of thousands of dollars over the years. Never mind if those scarce dollars were needed in other parts of the business more vital to the organization’s long-term health or that served the organization’s mission better.


I’m not trying to pillory senior executives at the Authority going back years prior. It’s not as if I’ve never made a decision with paternalistic overtones. It’s when such behavior defines a culture that you run into trouble. On too many occasions, our company took pity on people with sad stories and hired them for makeshift jobs. Over time, such charity cases abounded, representing a substantial leakage of money. And that wasn’t the worst of it. Many of our company’s ego-based decisions were so impracticable that employees didn’t pay attention. When bus cleanliness became an issue, one executive handled it by gathering a large group of employees out in the garages where the repair work on buses was being done and complaining about how unhappy he was that the buses were so filthy. Employees’ heads dropped as the attack continued. Then the bombshell. The executive proclaimed that any bus driver assigned a dirty bus was hereby authorized to refuse to drive that bus off the property.


Now, that sounds like a really cool, hard-line stance for a leader to take. And in fact, it did make that executive look good for the moment in front of the drivers. They howled with delight, slapping their thighs with the thought of not having to drive that day. Yet the directive was not actionable. As Bruce VandeWater, one of our veteran drivers, remarks, “Customers needed buses, even dirty ones, to get where they needed to go.” So in practice everyone ignored the order. The problem wasn’t fixed. The buses didn’t get cleaner. Performance didn’t improve. The executive got a short-term ego boost from projecting authority in front of dozens of employees, but over the long term it cost the organization—because nothing changed.


On another occasion, a senior leader decided that our company should have smaller buses. He then, appropriately, turned it over to his staff to decide which models to buy. After months consulting with mechanics, drivers, and bus manufacturers, analyzing all the information and scrutinizing the budget, the staff arrived at a recommendation. A big meeting was scheduled that brought together all the staff members who had invested dozens of hours in this process. They gathered in their boss’s office to present their findings. “They don’t look like buses,” he proclaimed, from his position sitting behind his desk. “Bring me the catalogues!” They did, and he flipped through a few. “Now, those look like buses,” he said, pointing to a certain model. “Buy those!”


“WE AIN’T GIVING NOTHING BACK”


The rooting of power in managers’ personalities fostered a culture of pleasing. Yes-men and yes-women abounded, from the bus mechanics on up. Disagreement was not welcome. Debate didn’t exist. The truth became an endangered species. Even identification of the challenges themselves occurred only as a by-product of managers’ whims. Yet you couldn’t blame the employees. In an organization where decisions turned on the basis of a leader’s emotions rather than on strategies and objective performance metrics, you did well by cultivating those emotions. As Myriam Contiguglia, a mid-level member of our communications team, notes, “It was rational back in the day to please the bosses; anything else was toxic to your career. It was exhausting. Every day, bad decisions were made by people in charge who didn’t really know what was going on.”


With the indiscriminate passing around of goodies, self-centered behavior became an especially unfortunate fixture of life at the Authority. Remember the welcome tent at the LPGA golf tournament? Drivers would pull into the half-moon loop with a full load of customers, let them off, pull their buses off to the side, and walk over to the charity tent to eat multiple hot dogs. “You wouldn’t believe it,” says Ryan Gallivan, a mid-level employee at the time in our Scheduling Department. “We’d have all kinds of buses stacked up with hundreds of people in line. It was really frustrating to have empty buses sitting there that should have been transporting our customers.” Paternalism is exactly what creates a culture of me first.


The atmosphere at our Christmas party, held in the heated section of our bus garage, said it all. There was no spirit of fellowship or giving here. Since executives used to encourage employees to bring their families and friends, employees would walk in with six, seven, or eight people; all of them would grab what they could and then hustle out as fast as they could, foil-covered platefuls of ribs piled up in both arms. Although a small thing, the degeneration of the Christmas party epitomized so much of what was rotten with our organization. Our executives might have felt that they were giving ribs out of the goodness of their hearts, and no doubt they really did mean well. But such gestures also amounted to expressions of power and authority. Senior managers seemed to exist to give things away. All good things came through them. At their will. Ribs, salary increases, and “insurance.”


In a company of turkey hoarders, you wouldn’t expect the worker’s union to jump at the chance to make reasonable concessions for the sake of the organization’s survival. And in fact the union didn’t. For years before I arrived, the union leadership’s attitude was like everyone else’s: Take, don’t give. In other words, exploit every opportunity to grab anything you can from the organization. This attitude of the union’s was never more apparent than during the first months of my tenure, when we were trying to figure out how to keep the ship afloat (or in our case, the bus running). We were doing our damndest to avoid laying off any employees. We decided to take one more shot at diplomacy with the union leadership in an effort to secure minor concessions from everyone and avoid having anyone lose his or her job.


Our new director of labor relations, Debbie Griffith, put hours into a one-page memo that laid out the financial crisis we faced and explained how with reforms to some ridiculous work rules and minor changes in health insurance plans we could operate more efficiently and save money, perhaps reducing the need for layoffs or a reduction in overtime. Then we had a meeting with union leadership. It took place on a Friday afternoon, in our third-floor conference room. They strutted in like they owned the place and helped themselves to refreshments. The meeting itself lasted just a few minutes. The president of the union took the single sheet of paper that Debbie had placed in front of him and tore it down the middle. “We ain’t giving nothing back” were his words of wisdom. He wasn’t holding a plateful of ribs, but you could almost smell them.


FEEDING THE COWS FIRST


It was clear we were going to have to transform this company from the bottom up. And to do that, we were going to have to change the culture. From the top down. Beyond redecorating my office walls with Red Sox paraphernalia rather than pictures of myself, I began my tenure by pushing that $700 office chair out into the hallway. I tried to remove the distance between myself and other employees by describing my upbringing shoveling cow manure and removing wagonloads of rocks from fields on our family farm. At my very first employee meeting, I made clear to employees that I grew up in an atmosphere where the cows got fed before the kids got to eat—that the world is about something bigger than ourselves.


Jim Holbert, a longtime employee who works on our buildings and grounds staff, had always made a point of addressing our CEO by “Mr.” During my very first days on the job, I would correct him and ask him to call me Mark, but he would insist on calling me Mr. Aesch. He said he would do this to show his respect for me. I would explain that he showed his respect not by what he called me, but by showing up to work every day, doing his job well, and caring whether or not we were successful. We probably had this conversation once a month for several years before he finally began calling me Mark.


Undeterred by other initial resistance and setbacks, I hammered away that first year at the culture of me first by making symbolic decisions designed to reverse managers’ egotistical concern with status. I not only demolished the physical wall that had separated the old corner office from everyone else; I also demolished the privileged attitude that members of our leadership team used to project in their personal work habits. Gone were the days when a senior leader could regularly stroll in at 9:45 in the morning or take a three-hour lunch. Now upper management had to work harder than everyone else, and I had to work hardest of all. That meant coming in at 7 A.M. and leaving after everyone else had signed off. Gone, too, were the days when a senior executive could say no to a subordinate and offer no other explanation other than their lofty position on the org chart. Now we had to respect the contributions of all our people and justify our answers on a rational basis.


THE CEO DOESN’T DO PARKING


We departed even more sharply from years past by phasing in a new, more participatory process of decision-making. Again and again that first year, I ceded control over areas of the business big and small that didn’t require the CEO’s direct attention. I made it clear that managers didn’t issue “insurance premiums” any longer. This seemed odd to employees at first. I received a call from a bus driver as I sat working in my office one Saturday early in my tenure. The driver informed me that his boss, the deputy director of operations, had reprimanded him because he had parked his car in the wrong lot. The driver was calling me to find out where he was supposed to park.


“Are you seriously asking me this question?” I asked.


“Well, you’re the CEO. You decide everything, right? Where am I supposed to park? What’s your decision?”


I sat back in my chair and shook my head. “I don’t do parking. If your boss says to park somewhere, then park there.”


Beyond parking questions, I passed on resolving petty employee disputes. I’ve never presided over a low-level grievance hearing for union employees—not one. This is not to say that I don’t meet with union employees when they have problems. Whenever any employee wants to meet with me, I make myself available. But here’s the difference: My rule is that they can’t bring union representation. The way I see it, I’m trying to resolve the employee’s problem, not handle a union grievance behind the backs of our labor relations professionals. If an employee insists on having union representation, then that employee can handle the problem through the normal labor relations process. If the employee really wants to resolve the problem, he or she is welcome to meet with me alone.


That first year, we also ended the practice of having the CEO review all salary adjustments for administrative employees and deciding them on an arbitrary basis. From now on, people would be paid based on their performance as determined by objective metrics (more on that later in the book). The employees out front pulling on the tongue of the wagon and advancing our agenda would do better than those sitting in the back watching their colleagues struggle. In effect, this new policy pushed salary decisions down a rung in the hierarchy. Department heads would get a pot of money and dispense it as they saw fit. Only one rule: Each of the employees who reported to the department head couldn’t receive the same salary adjustment. I wasn’t about to let people off the hook by allowing them to give every member of their team the same adjustment in pay. Some people had worked harder than others, and they deserved more compensation.


Some of our department heads hated this new policy. For so long, our paternalistic approach had let them off the hook. “I would have happily gotten you more money,” they used to say in hushed tones to their employees. “I think you’re doing a great job. But he would only pay you this much. What am I supposed to do?” Some of the employees hated the new policy, too. They had gotten away with riding in the wagon, covered from the sun, for years now. Not anymore. We couldn’t afford to sustain the rift between compensation and performance a moment longer. Extricating ego from decision-making would mean increasing all employees’ responsibility for themselves and their reports—something we’ll also explore in greater detail later on.


CREATING A TRUE LEADERSHIP TEAM


In giving up some of my oversight, I sought to empower our senior managers rather than keep them on as fawning yes-men. We repackaged our senior staff meetings, titling them “leadership team” meetings to emphasize the importance of teamwork and give them a new, more serious tone. We also changed their content. As I mentioned earlier, staff meetings had long been draining events. One or two department heads would report on a project, but for the most part our senior staff sat through ninety minutes or more of pointless conversation. These were your classic meetings without purpose; they took place not because we possessed information that merited discussion, but because it simply was the designated day of the month.


Under our new format, the agenda would pivot around a review of key measurement data and an assessment of how we were performing relative to our goals. I also did something that many around our large meeting table found awkward and terrifying. Influenced by Jim Collins’s book Good to Great, I tried during my first year to encourage honest debate and disagreement among our leadership team. I asked colleagues to talk during meetings and contribute their wisdom. I solicited their critique of our policies and of my own ideas. I urged them to challenge me directly. And to challenge my conclusions.


This new format didn’t work so well at first. Department heads stayed quiet, waiting for me to dominate. We would gather in the first-floor boardroom, blue chairs and matching floor-length drapes, and I would try hard to engage my colleagues, yet they would speak only when asked a direct question, and more often than not they wouldn’t offer up a fresh insight. The fear of retribution historically ingrained into the culture was too great. After a few months, I grew frustrated. We had a solid agenda called Driving Excellence that we were trying to implement, but our meetings didn’t push the ball forward; they were a total waste of time.


That first summer I wound up holding a special leadership retreat in a rustic cabin tucked away in the woods of Letchworth State Park, which has been repeated every year since. At the very end of the session, I introduced an exercise that I had purposefully not placed on the agenda beforehand. I asked each department head to go one at a time and disagree with something I had done over the prior five months of my tenure. Talk about uncomfortable! You could almost feel their blood pressures rising. But they did it.


The experience was a revelation for people. For the first time, they recognized they could disagree with the CEO, and nobody got yelled at or fired. Our team saw that performance mattered, and that from now on we were going to try to make things better rather than mollify the boss with happy talk. By the end of my first year, leadership team meetings began to improve. Today, our debates are fantastic, and our team maps out solutions that are better than anything any one of us could have come up with on his or her own. Given how animated team members get, outsiders would think we are fighting among ourselves. The reality is we are fighting to get to the best conclusion.


Some shared victories gave impetus to our emerging culture, proving that we could alter the way we do things and come out ahead. Two months after I took office, one of our larger customers, the Rochester Institute of Technology (RIT), told us that they were going to pull several hundred thousand dollars of subsidies they gave us every year to support our Route 24, which ran by their main campus. We had recently entered into a new five-year contract with RIT that had us losing money right out of the gate. Previous management made it clear to RIT that we would “do whatever it takes” to renew the relationship. Now our CFO, Bob Frye, was attempting to negotiate a business deal with the college. It’s pretty difficult to negotiate a contract when you already have both your hands tied behind your back. But that’s exactly the situation poor Bob Frye faced. Bob was a real pro who had spent years in senior financial positions spanning both the public and private sectors. His financial management skills were among the best in the business; he knew a good deal when he saw one. But he didn’t always know how to listen. A physically imposing man in his mid-fifties, with thinning hair and a serious demeanor, Bob had enjoyed wide-ranging authority while serving as CFO under the former CEO. Now he was watching a bad deal that he had been forced to agree to replicate itself on Route 24. RIT was going to try to get the same deal on this service with the new CEO that it had gotten from the old CEO on the other service.


I, meanwhile, was in the midst of trying to make a difficult decision when it came to Bob. Because he had essentially served as CEO before I took office, I didn’t think I could change the culture with him around. Many around me were advising me to terminate him. Bob had scheduled breakfast with me before I became CEO in an effort to head off my doubts about him. I had done nothing to reassure him that he’d remain on the team. And during the two months since, I had been watching him very closely so as to determine what to do.


I could have summarily directed Bob Frye to give RIT a response that I’d come up with. If past performance was any indication, that response would have involved giving in and adding to our ballooning deficit for fear of negative press coverage. We really didn’t need to engage other members of our team. Frye and I could have worked this out on our own. But that’s not how we approached this problem.


Members of our leadership team—Frye, myself, COO Steve Hendershott, and Chuck Switzer, our head of route scheduling—had running strategy discussions over a few days. We finalized the Authority’s response to RIT one Thursday evening in my office. We talked for an hour. What if we took this position or that one? What were the upsides? What were the downsides? How would RIT respond? How would the media play it? Would we lay off the employees depending on how RIT responded or could we absorb them? Throughout the discussion, I didn’t sit behind my desk. We gathered around the coffee table I had recently added to my office. We were addressing these issues as a team, so we met as a team.


Eventually, we decided that Frye would inform his counterpart that we would discontinue service on Route 24 when RIT’s subsidy ended. My guess is that Frye and Switzer were stunned when they left my office that night. Even I wondered if we had come to the right conclusion. The Authority had never done such a thing. RIT was stunned, too. They had been convinced that we’d just keep running the route whether they funded it or not. They had forced our hand just six months earlier.


They thought we’d content ourselves with leaving at least part of a chicken in every pot, that we would do “whatever it takes.” They were wrong. No check, no service, no chicken.


It took a year, but RIT wound up coming back and reinstating their subsidy. Our tough negotiating stance had led to only minimal costs for us—one day of negative coverage in the print media. Today, our business relationship with RIT is twice as large as when I started, the terms work for us, and we partner as organizations on a number of fronts. In particular, they bring extraordinary value by helping us advance our technology initiatives. Ironically enough, today it’s we who send several hundred thousands of dollars their way. More fundamentally, though, that June night began to change things for our team. The episode emboldened us, establishing that we really were going to make key strategic decisions differently. We would debate things together and work as a team to strike deals that served our interests. We would walk away as a team when the deal didn’t measure up. As I think we all realized, the debate we held was far more important than the result of the discussion. Our culture was beginning to change in ways more significant than the symbolic arrangement of chairs in my office.


“WHAT DO YOU THINK WE OUGHT TO DO?”


During our financial crisis, we began holding regular meetings at which all employees could learn about company policy and air their views. The Authority had previously held employee meetings once or twice a year, but these had been mainly stream-of-consciousness affairs, with different leaders telling stories, talking about interesting movies, and expounding on current events. When the subject transitioned to work, senior leaders would often sell out direct line managers in an effort to play to the crowd. The rank and file would see senior leaders as the ones with all the power, which is exactly what the leaders wanted.


In our new meetings, I still ran things, setting the tone and direction. But I didn’t dominate. I only talked for the first fifteen minutes, sharing what was going on, what the key issues were, and what we were working on. Then I opened up the meeting for comments, ideas, and suggestions. I tried to engage questioners in a dialogue, asking them: “What do you think we ought to do?”


Of course, I had no idea what we were going to do. We hadn’t yet developed a strategic plan or an operating plan to achieve the strategy. I didn’t even know what a strategic or operating plan was! I also didn’t yet know how bad the situation was, let alone how to fix it. But I did try to set the stage for what was coming.


Around 100 to 150 employees came to these early meetings. I held them every quarter because I wanted to get our people thinking in terms of quarters. Publicly traded companies report their numbers on a quarterly basis, and Wall Street reacts depending on how the results match up with expectations. I wanted us to think the same way. We were building a plan that would receive our board’s public endorsement. The quarterly meetings made us all think in terms of progress toward those preestablished goals.


When it came time for employees to speak, I made sure to take notes. I would summarize at the end the things we talked about, so that employees could see I really was listening and paying attention. Some employees grandstanded. This was their chance to challenge the CEO in front of their buddies so that they could go back to their workstations and laugh about how they “showed” me. Sometimes union leadership would attend and attempt to upstage employee meetings. I made it clear that if the union wanted to hold a meeting, it could go schedule one. But this was my meeting and it would run my way. And I was interested in what the employees had to say, not some union thug who was a big reason we were in this mess to begin with.


THE BUS DOCTORS


Our broader goal was to create a culture where rank-and-file employees felt comfortable and almost obliged to say how things looked from their perspective. If an employee went home after a day’s work and said something different to her spouse than what she said in a meeting, she failed that day. Looking back on it, we took it for granted that nobody worked for us, they worked with us, the paradox being that the more our people felt they worked with us, the more they wound up serving us and respecting us—in other words, working for us.




We took it for granted that nobody worked for us, they worked with us, the paradox being that the more our people felt they worked with us, the more they wound up serving us and respecting us—in other words, working for us.





One way we’ve tried to encourage participation and a sense of ownership is by placing employees front and center in our communications. We try to send the message that the Authority is not the CEO’s organization; it’s all of ours. If you flip through our extensive annual Comprehensive Plan, you’ll find it’s inundated with pictures not of senior managers but rather of rank-and-file employees. They’re whom we celebrate. And we hand the plan out to them each year, too. We also have begun putting employees in our advertising—a sharp break from the old days, when senior leaders would battle over who among them would appear in our ads. Just this past year, we began putting the names of our employees’ children on the sides of our buses. We held a contest to determine who’d get the honor and hosted a weekend awards ceremony at which we unveiled the buses. Multiple generations of families came, and children got to see where their parents and grandparents worked and have their photograph taken next to a giant forty-foot bus with their name painted on the side.
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