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Abstract
Transformational leaders, who change the dynamics of their industries, cultivate four demanding virtues that cut against of the self-actualizing virtues of authenticity, integrity, creativity typically recommended for leaders.  Transformational leaders exercise the virtue of taking a stands to achieve the impossible.  Those stands force them through a comedic experience of context-changing insight to a tragic experience of the loss of personally-fulfilling meaning.  These leaders exercise the virtue of relating themselves to the personal transformations of their team members.  They do not look at team members as talents, skills, capabilities, and personalities but instead involve themselves in their team members’ personal narratives of change.  These leaders exercise the old virtue of maximizing power but by shaping the roles to fit their own style of acting.  If they care about agility and deal-making, they appoint senior managers who become exemplars of these capabilities.  Last, these leaders exercise the virtue of listening for difference, not only to how a speaker’s claims are different from the leader’s but also to how speaker seeks to shift the leader’s perspective.  Pursuing transformation without cultivating these four virtues usually leads to failure by betrayal.  Partial cultivation enables political mastery without industry change.  Real transformation requires dedicated cultivation.
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The Virtues of Transformational Leaders
Today as leaders manage globally resourced, knowledge workers in new lean organizations, professors, consultants, and coaches advise them to adopt a new set of leadership habits for dealing with themselves and others to create to a good commercial life.  These virtues are: humility, authenticity, listening, nurturing, exposing vulnerabilities, integrity, flexibility, openness to change, creativity, and managing by orchestrating, connecting, coaching, and facilitating (Collins 2001; George 2007; Heifetz 1994; Dodlich 2002).  By and large, these are virtues of self-actualization.  They make us better people.  They do not make us transformative leaders who are able to transform industries.  Increasingly such transformation is today’s expectation of leaders.  Great leaders grow extraordinary companies in ways that make their whole industries more highly valued.  Consider John D. Rockefeller using vertical integration to stabilize the oil industry, including high-risk exploration.  Consider J. P. Morgan transforming banking to bring stability to each of its clients and to markets.  Consider George Eastman who created amateur photography, Steve Jobs who created personal computing, and Bill Gates who set the value standards for the software industry.  Not all industry transformations are so massive.  But consider the kind of growth shareholders seek today.  Only transformation of some size can achieve it.  

We have found four core virtues critical to the success of industry-transforming leaders: taking a stand to accomplish the impossible, which is the leader’s virtue for dealing with his or her self, and then listening for difference, seeing personal transformation in others, and setting a corporate style, which are the leader’s virtues for dealing with others.  These four virtues are different from the self-actualizing virtues in that ours require intense disciplines of self shaping.  They even make demands that cut against self-actualization and creating personally meaningful lives.  Because they cultivate these virtues, genuine leaders are not like most people.  Leaders live in moral paradoxes.  Leaders have to be willful fundamentalists about what they think is right and simultaneously, intensely open to indications that they are wrong; they have to bring out the best in managers who compete with them, and leaders have to use their power without tenderness.  

To speak intimately about the difficulties involved in adopting these values, we have disguised the identities of the leaders we discuss.  All started their industry transformations in the 1990s; two are still leading these transformations today.  Alex (named after Alexander Graham Bell) is a telecommunications entrepreneur who has grown two companies each worth well over $1 billion, each facing rivals with dominant market share, good technology, and competitive cost structures.  Having displaced such Fortune 500 competitors as Verizon, Alex’s second company now dominates its entire region.  Frank (named after Frank McNamara, the inventor of the third-party credit card) grew his credit-card processing company from nothing to take on such established rivals as American Express, Barclaycard, Capital One, Citigroup, GE Money, First Data, MasterCard, and Visa.  The third, Vince (named after Venice’s Arsenal, the first mass production facility), transformed a small, regional Latin American manufacturing company into a global leader worth multiple billions.  In each case, no one thought the leaders could grow their companies and transform their industries as they did.  They are the center of our research.  But we have also drawn on research of recent, successful leaders in over 100 companies where we have helped individual leaders.  

Taking a Stand to Accomplish the Impossible
A leader today declares a new way of looking at things, and his or her followers have to extend that to every important circumstance the enterprise faces.  Since the change implied in the new way of looking at things goes against common sense, most will say that the vision is impossible.  Yet, the leader has to present the change as an implacable necessity.  Without that sense, followers fall back into the common sense of following circumstances, not leading them.  Leaders take stands to achieve the impossible” (Goss, 1995).  For example, Vince, who faced the most skepticism, declared that he would find financially transparent structures to enable his Latin American manufacturing company to use acquisitions to become one of the top three in the world.  No one thought that a company with more than half of its profits in an unstable Latin American currency could raise cash to compete for acquisitions with well-capitalized American and European companies.  Alex, the mobile telecommunications entrepreneur, declared that he would use flexible, fast, customer-sensitive management techniques to threaten control of markets owned by single competitors.  Everyone knew that mobile telecommunications was about locking customers into long contracts.  Frank, the would-be card processing leader, declared he would grow his start-up to be among the top three US processors in five years by treating customers more like friends.  Most scoffed.  The business was about scale and price.  

Making a declaration of one’s stand in the industry sets out a new frame for anticipating and evaluating the leader’s actions.  It tells people what matters.  Inspired followers gather around the leader.  Stands, however, do not arise from nowhere.  Leaders go through three key phases in exercising the virtue of taking a stand, each phase harder than its predecessor.  

In the first phase, the leader identifies a worthwhile, seemingly impossible stand that also draws on the leader’s sense of a good commercial life.  The leader comes to this by asking: What is our company doing wrong?  What are our competitors doing wrong?  What does our industry do wrong for customers or for shareholders?  Then, of all these things that go wrong, which always go wrong?  Vince, the Latin American manufacturer, said to himself, “Latin American companies are always unable to compete in acquisitions because they pay a premium to borrow.”  Frank’s boss told Frank directly that card processing could never be a customer-service oriented friendly business.  Similarly for Alex, in mobile telecommunications, customer churn would always be every company’s weak point.  Only binding long-term contracts could help.  A problem that will always exist or never go away is an ideal impossibility to overcome.  So it was impossible for Vince to achieve a first-world capital structure, for Frank to make the card-processing service friendly and low-priced, and for Alex to create a mobile telecommunications company with low churn.  


The second phase involves identifying the means to achieve the impossible.  While there is no simple process for engineering an industry transformation, certain general elements come out of taking a stand.  The transformation starts with the leader’s sense of the good commercial life.  It will already have guided the leader in identifying the wrongs of the industry.  Then, the leader asks, what convention (or conventions) does he or she have to change in order to simulate a company or an industry that manifests that commercial good?  How could Frank make his card processing company simulate the friendliness of a Ritz Carlton for service in an industry focused on price competition?  He knew that small merchants would appreciate such services as better fraud warnings, but they could not pay much for it.  He could not offer individualized or even mass customized service, but he could develop a series of small service enhancements and deliver each to a micro-segment of merchants segmented by their service preference.  He broke with the segmenting convention.  He broke with the thinking that high service meant individual treatment of wealthier customers.  Last, to do all this while maintaining profitability, he hired iconoclastic IT developers who worked with him to break the rules and manage micro-segments of small customers.  

Alex, the mobile telecommunications entrepreneur, saw agility and deal-making as his two defining commercial goods.  He loved to spot an opportunity and move fast to capitalize on it.  But Alex wanted to go further.  He wanted his customers to indulge in deal-making just as he did.  He wanted to become a Zara of mobile telecommunications, where his customers loyally snapped up hot new phones or new services.  How could he do that in an industry ruled by the convention of low prices for long-term binding contracts and a constant supply of technologically improved products?  Alex broke first broke with the convention of thinking like an engineer about mobile phones.  Customers did not necessarily want the technologically best product.  He made great deals with suppliers for vanilla products.  Then while offering a wide array of features, he made sure that he got a good deal from a supplier each month on a product that fit with the customers’ tastes of the moment.  His company revolved around a “Why should our customers, old and new alike, marry us?” meeting held weekly.  The competitors responded with more of the same.  It looked as though their equivalent meetings were, “How can we prevent our customers from divorcing us?”  Alex’s company still grows with lower churn than the competitors.

Vince, whose family owned a Latin American manufacturing company, knew that he had to simulate the finances of a US or European company.  He initially tried to match or outdo those companies in financial transparency, which he loved.  Since his graduate school days in the US, he believed that Latin America’s lack of transparency robbed it of the means to growth.  But Vince could not shake the regional stigma.  To simulate his competitors, he broke with another convention: increasing dividends with increased profits.  He used automation and fierce lean management to squeeze out all the costs he could out of his company.  Thus, he raised his profit margin high enough to match the additional cost of his debt.  Instead of dividends for the owners, he started making acquisitions. 


The third phase of taking a stand involves personally becoming the stand; it happens when those close to the leader inevitably start resisting.  They are admirers of the leader’s commercial good—friendly business, deal making, financial transparency—and appreciate the competitive advantage it generates, but they do not see it as the new center of the industry.  They appreciate it in a balanced way, so far as good sense allows, the basis of a niche.  When they understand that the leader is pushing this good further than makes good sense, they turn on the leader.  For Frank, the crisis came when he was about to deploy a bold, new service offering to a segment of small merchants.  His partner of many years balked and secretly went to the venture capitalists and asked that they remove Frank from power.  Frank found out and mounted a fierce counterattack involving psychiatrists and won.  The victory threw him into emotional paradox.  He led a company devoted to competing by creating a friendly business, but he could no longer feel a personal joy in that good because he had destroyed a key friendship to do it.  When it becomes impossible to feel a personal sense of meaning from the good, the leader becomes the stand.  It is not that the stand is a means to reward a private sense of the good life.  Most transformative leaders talk about a moment similar to Frank’s when they identify themselves with the business and revoke the personal loyalties that got them there.

Alex’s case is a little different.  Alex loved deal making for the sake of deal making.  To a small number of his original partners, who saw deal making for the sake of accumulating wealth, Alex’s ambition came to appear a criminal form of fiduciary irresponsibility.  One of these partners released incriminating tid bits of a deal to local authorities.  Alex was ultimately cleared, but he had to remove a friend who had become an enemy.  He tried to respond to the others by deal making.  He purchased their shares.  But when they wanted to treat the business as a cash cow instead of an industry transformer, he could no longer make deals but had to remove his top agile deal makers.  Again, he had to live in an emotional paradox.  Though his stand was to grow the business and change the industry by providing everyone with the joys of making good deals, he had to stop making deals with those closest to him and remove them.  Again, he became the stand.  It was no longer a means to working with a close team to create cool deals.

Vince’s case shows how leaders also face resistance from critical constituencies other than the founding team.  It is typical of large enterprises that change.  Vince loved the transparency and fairness of the US financial markets.  Although his management team had given him high enough profit margins to pay third-world interest rates, he wanted his company to go to market in the US and Europe as an equal to his competitors.  When he first issued bonds in the US market, the admiring analysts believed he was raising money in the US to pay off Latin American debt and take a break from growth.  To be sure he inserted clauses in the prospectuses saying that if an attractive target appeared, the money would be turned to acquisition.  But he did not announce how likely a new acquisition would be.  When he received the funds from the bond issue, he made the company’s first significant European purchase, right in the backyard of one of his main competitors.  His bonds’ prices dropped, and the financial community started assigning higher financial risk to Vince personally.  In order to create a great, transparent company, Vince had to give up a personal identification with financial transparency in Latin America.  When asked about his success now, he responds with the personally empty expressions: “I was lucky.”  And “I did not know better.”  He became his stand.  

Leaders become their stands when it becomes impossible to maintain the personal meaning and satisfaction from taking the stand.  Philosophers are beginning to notice this element of leadership.  Jonathan Lear, the noted University of Chicago philosopher, tells the story of the great Native American leader, Plenty Coups, who led the Crow nation into the best deal with white men of all the warrior tribes (Lear 2006).  Plenty Coups was clear, however, that “when the buffalo went away,” when his tribe had totally to give up its warrior way of life, “nothing happened” anymore.  At that point, Plenty Coups took his nation into agriculture, into literacy, into enduring US military traditions, and did so better than any other Native American leader, but he experienced his life as one with little personal content.  He said that it could be known by others as well as by him.  He became the stand that the Crow would survive and ultimately thrive even after he could find no personal meaning in taking that stand.  Today’s leaders do not become their stands in the face of such total cultural crises as Plenty Coups’s.  He lost personal connection with all the values and traditions of his tribe.  Today’s business leaders lose their personal connection to only their most cherished commercial good, but they have to call on the same stand-taking virtue as Plenty Coups.  When we interview great leaders, we hear two kinds of defining stories, an early comedy about when the leaders find out about the commercial good that they love and how great it is for business and then a later tragedy when they sacrifice key relationships to the good for the greatness of the business.  Transformative leadership leads to comedy and tragedy.  

[Optional See the accompanying box for guidelines on finding and taking a stand for an impossible change.]  

[Optional][Beginning of Box 1]
Additional Questions for Taking a Stand to Accomplish the Impossible
In addition to asking about how one’s industry does the wrong thing, transformational leaders also ask about where they are most resigned about change.  We have found that going through the following series of questions usually dredges up key resignations:

1. If you compete on cost-structure and price, what do the companies that compete on innovation do that you just will never be able to do?  If you compete on innovation, what do those that compete on cost-structure do that you will never be able to do?  

2. What would you really love to give your buying customers but know that there is just no way to do it and make a competitive profit?  

3. What was the best thing you did during the last three years that was most honored by the investors or your boss?  

4. What was the weirdest thing you did during the last three years that did not work out?  Why did you do it?

5. What was the weirdest thing you did during the last three years that did work out?  If it was ignored by your boss and investors, why?

6. What is wrong with the culture of your company and most of the companies in your industry?

After answering these, ask one more question:  Overcoming which of the impossibilities would make life worth living for the next 15 years?

 [End of Box 1]
Seeing Personal Transformation in Others
F. Scott Fitzgerald said that there were no second acts in American lives.  With this keen observation, Fitzgerald captures how most senior managers currently see their teams.  Senior managers see life stages, desires and ambitions, talents, skills, roles, progress in delivering what is due, and what has been done lately.  They do not see team members as struggling to achieve a particular good life.  By contrast, transformational leaders are so attuned to transformation that they see it wherever they look.  In particular, they gain the loyalty and trust of their senior team—particularly as they pursue industry transformations together—by recognizing and celebrating the personal transformations.  

Vince, the Latin American manufacturer, likes to tell the story of his energy director who started out as a college professor, became a research manager, then an energy trader, and finally an energy czar serving not only the company but also a whole geographical region.  “What’s next?” he likes to ask the director.  Likewise, Alex, the deal-making, mobile telecommunications giant, talks about his new CEO starting out as an accountant and now the key deal maker whose supply deals enable great deals for customers.  Frank, who brought friendliness to card processing, regularly called his senior team members late in the evening to discuss the corporate strategy and how achieving it would change them.  Frank others as he saw himself, the product of multiple transformations: son of Detroit union workers headed for a union job, then a college student, then a challenging manager, and finally an entrepreneur.  

In contrast, Mike, an up and coming financial services leader, surrounded himself with the most highly talented people in the industry.  He saw himself as an orchestra conductor and his people as wonderful talents.  He became a master facilitator to put his people into positions where they could shine.  When he announced his transformational stand, his team members looked to whether it would serve their talents.  With blinding speed, they undermined Mike with his CEO.  

Transformative leaders hire people whose personal challenges line up well with the impossible goal the leaders are trying to achieve.  In manufacturing, Vince hired Latin American and other managers who were out to prove that they could beat first-world managers.  In telecommunications, Alex did not hire proven deal makers so much as people who admired his deal making skills and wanted change in their careers.  In card processing, Frank hired a team of brilliant IT misfits who banded together as friends and then showed they could provide cool services.  

To cultivate the virtue of seeing others as engaging in personal transformation, leaders ask four basic questions about their colleagues and members of their team.  What previous transformation has each undergone?  Which business challenge gets each out of bed in the morning?  (Or what is each struggling to overcome?)  Why is that particular challenge so meaningful to each?  How does each see a successful resolution?  How can that success play a role in the industry change?  

[Optional: Staying on the narrow path of seeing people as self-transformers is difficult.  Following some rigorous guidelines can help.  See the accompanying box.]  

[Optinal] [Beginning of Box 2] 

Additional Guidelines for Seeing Personal Transformation in Others
Develop answers to each of these questions for members of your team and critical colleagues.  Keep logs of the answers and their changes.

-
What is the background of the manager?  What are his or her special talents or special ambitions?  How would you characterize his or her character?


-
What is the biggest challenge in this manager’s life?  How is it related to the work and strategy of the company?


-
What are the complications the manager is currently facing at work or at home?


-
What would a successful outcome look like?  How would the manager be different?

Once a leader starts listening for transformative moments, it cascades throughout the organization and trust grows.  

[End of Box 2]
Setting the Corporate Style

Even before transformative leaders become their stands, they exercise power more coolly than others.  They need more than Machiavelli’s virtu, the virtue of taking realistic actions to preserve an institution.  Transformative leaders are transforming institutions and realize that the common sense of the possible is their enemy.  Therefore, transformative leaders follow Churchill’s dictum that “We shape our buildings; thereafter they shape us.”  Transformational leaders exercise power by getting people to see as real and urgent exactly what the leader sees as real and urgent.  The transformative leader carefully designs the roles, key meetings, and other practices, sometimes signature practices, in the organization in order that they fit with the leader’s own style of acting (Erickson 2007).  That requires a new virtue of corporate style setting.  That requires more art than the common advice today that leadership should exercise power by helping others to be more capable (Spreier 2006).  

Tables of an organization’s roles are usually the easiest places to begin to embed the leader’s style of thinking and acting.  Southwest Airlines has peppered its senior ranks with people who specialize in caring for other people and whose titles say it.  Thus, Southwest employees assume that caring for each other and the customers is just the basic part of any business.  But special signature practices also embed a leader’s way of acting.  Umpqua Bank convenes the whole company every morning for a motivational moment where managers get their teams excited for the day.  Then once a year the entire Umpqua staff assembles for a meeting like the Academy Awards where the legendary stories of its front-line staff are celebrated.  Staff members simply think it is natural to project excitement and look for an unusual way to help a customer.  Howard Schultz has everyone at Starbucks serve as a barrista.  Can anyone doubt that the barrista style matters?  Jeff Bezos requires that everyone at Amazon serve one day a year on the customer service phones.  Service matters more than innovative business models.  Creating roles, establishing meetings, and embedding practices sets a style that becomes a reality.    

Within manufacturing where engineering disciplines reigned, Vince created his transformational organization design intuitively.  While most organizations have functional and regional leaders at the top, Vince’s top four reports represented the aspects of the corporate style that he embodied and used to drive his company: deal-making, cost optimizing, speed, and cutting-edge technology.  Particular functional areas reported in to a paragon of one of these aspects of style.  For instance, since finances were about acquisitions, the CFO, Heads of Investor Relations, Corporate Communications, and Marketing reported to his top deal maker.  Likewise, most of his regions reported to his chief cost optimizer who would regularly run corporate-wide, cross-departmental projects to invent new ways to cut costs.  Manufacturing reported into the third senior officer who was famous for running the fastest post-merger integrations in the industry.  Technology had reporting into it areas that Vince wanted to become high-tech: logistics, energy, and HR.  Style became such a matter of fact that direct reports of these leaders would say, “The real business of our company is cost optimizing.”  Or, “the real business of our company is making deals.”

Alex’s “Why should the customer marry us?” meeting established a key signature practice for telecommunications.  But like Vince, Alex also created a structure where his three top officers focused on cost-optimizing, deal-making, and customer delight.  Those were the three components of his style for enabling customers to become deal makers themselves.  Functional and regional managers reported up through those style leaders.  In processing, Frank’s two main leaders were in charge of technology and alliances.  The leader’s way of doing business became the real way of doing business.  

Although styles of observing, thinking, and acting are invisible to most leaders, a handy way to reveal a leader’s style is to identify the top ten most energetic, recurrent conversations with people in the company or outside.  In each of these conversations identify the chief element that raises passions.  Those elements—there are likely to be only three or four—signal the aspects of the leader’s style.  If a leader finds herself angry over excess costs, lack of product innovation, or poor service, then cost optimizing, innovation, and service will be elements of the leader’s style.  She should make sure that her exemplary roles, meetings, and practices stand for them.  

We show an idealized version of the table of organization Alex created to give customers the thrill of deal making in the mobile phone industry.
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Figure 1


[Optional: We have created additional guidelines to help leaders identify their style for acting and institutionalize it.  See the accompanying box.]
[Optional] [Beginning of Box 3]
Additional Guidelines for Identifying Your Leadership Style and Embedding It

Identifying a Style of Action
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Directive Affiliative  (seeking buy -in)

Innovate New Products Efficient  (Low cost,  Safe)

Highly Structured  (well-developed plans ) Improvisational/Experimental

Look to develop inside first Look to make a deal

Eye on the Competitors Eye on the Customers

Do you tend to tell people what to do even to the point of micromanaging?  Or do you more often coach and coax in order to 

get the buy-in of your highly talented staff?

Continuum 2: Product or Process-oriented

Are you, like Steve Jobs, always looking for a new product?  Or do you run your company like Toyota, rewarding everyone for 

the slightest improvement in process?

Continuum 3: Plan or Improvise

Do you have a plan that looks three or more years out?  Or are you exploring to find the next opportunity?

Continuum 4: Inner or Outer Directed

When you sense a threat, do you look inside first to see what your people might already be developing?  Or do you first look for

the deal that would ensure continued success?

Continuum 5: Competitor- or Customer-oriented

Do you spend time looking at comparative revenue, market share, the P/Es, margins?  Or do you focus more on customer 

satisfaction ratings, brand preference, and non-price related sales performance?

Most leaders find that in two or three continuums, they are at one end or the other.  Those dispositions are crucial.  They show

your style of acting.

Styles of action tend to be invisible to leaders.  Leaders just do what comes naturally. Leaders can begin by identifying their 

styles on five continuums.  

Continuum 1: Relation to Followers

Figure 2

Embedding Your Style

To embed your style in the organization, take the two or three areas in which you are at an end of a continuum and transform the roles of two or three of your senior managers so that each has responsibilities to exemplify that element of your style.  For instance, if you love making deals, the CFO could, for instance, become a senior deal maker.  The CFO would then be responsible for closing and glamorizing critical deals and for training others in the techniques for identifying and closing deals.  Similarly, if customer satisfaction holds your attention more than competitors, the marketing officer could become a customer satisfaction officer with monthly “Why-should-the-customer-marry-us?” meetings.  Conversely, the strategy officer could become a business intelligence officer.  

[End of Box 3]
Listening for Difference
The recent history of listening starts with listening for confirmation.  Most managers still practice it.  A manager listens to gather evidence for his or her own views.  Then comes active listening.  The manager repeats back the speaker’s words and checks his or her understanding.  It improves understanding where there is candor and trust.  Empathetic listening focuses on the background mood, concerns, and functional orientation.  “You sales representatives are complaining about the price, but I detect some disappointment.  Are you disappointed by the product design?”  Transformational leaders listen for difference.  In their listening, they penetrate the actual words and background concerns to identify the speaker’s stand in life and how it fits with or conflicts with the leader’s own stand.  Leaders vigilantly listen for what they do not want to hear.  When a customer complains that she has to spend too much time following up on a mortgage application, is she taking a stand in her life for simple convenience, speed, or exploiting opportunities?  The transformative leader listens for the difference.  That means insistently wondering what stand would generate the speaker’s comments and probing for hints.  

Two unusual transformative leaders show how the probing of listening for difference works.  General Juan Emilio Cheyre, Commander in Chief of the Chilean Army from March 2002 to March 2006, listened to hear what his own stand made unbearable.  Like all members of the Chilean officer corps, he still believed that the Army represented honor in Chile more than any other institution.  Still, the country was divided in the aftermath of the Pinochet years, and the Army was not a point of unity.  Cheyre met weekly with his officer corps for over a year to have them report on what citizens were saying about them.  They conversed about what the press reported, what political leaders said, what happened in recruiting conversations, even what relatives said at family gatherings.  Since Chileans still feared the military, Cheyre asked whether the words his officers reported came from a stand of fear or respect?  He asked if people would have said things differently if they thought the officers honorable.  In the end, Cheyre brought his officer corps to the previously unthinkable realization that most people, even on the right, saw them as dangerous and corrupt.  Cheyre took the stand to transform the Army for Chileans.  He led the military through a self-investigation and the admission that the Army had committed systematic murder and torture.  That meant not only removing some officers from the ranks but also accepting that the military had dishonored itself and its country.  Even members of the left saw Cheyre and the Army’s actions and repentance as sincere.  Since no Chilean would tell the military how they really felt, Cheyre’s listening for difference from his understanding enabled him to recognize the state of the country and transform the Army. 

Francisco Garza, President of Cemex’s North American Region exhibited the virtue in the face of a different problem.  In the late 1990s, he held a fair to get to know Mexico’s growing, population of mostly poor, do-it-yourself homebuilders who were on-and-off-again Cemex customers.  At the fair, Francisco saw a commotion in the free-vaccination line.  The do-it-yourselfers did not want vaccinations but they did want the Cemex baseball caps that came with the vaccinations.  Francisco gathered a number of the do-it-yourselfers together and thoughtfully explained the diseases the vaccinations prevented, the suffering caused by the diseases, and the slight inconvenience of waiting.  They listened respectfully, but at the end, said they simply wanted the baseball caps.  Nothing he could say would change their minds.  He understood that they stood for a way of life different from his.  That was enough for Francisco to withdraw a product.  His design teams had noticed the do-it-yourself builders struggling with large bags of cement and had created small bags.  None sold.  The managers thought that “common sense” would drive the do-it-yourselfers to the bags.  Francisco cut production until he understood his customers better.  He wanted to find out want life was like for the do-it-yourselfers.  What mattered and what did not and why?  His observing and interviewing teams worked with one guideline: “Understand how the do-it-yourselfers are different from us and why they care about that difference.”  Francisco learned that fitting into the community mattered very highly to the do-it-yourselfers.  When you were going build, you announced it with a big—not a puny—bag of cement in front of your site.  No do-it-yourselfer could easily articulate this sense of group solidarity.  But they could say that it would be embarrassing to build without first announcing it with a bag of cement.  Again, do-it-yourselfers thought that only arrogant people actively planned and took precautions against the future.  God or fate would provide.  Waiting in line for a vaccination was arrogant.  No one said this explicitly, but Francisco’s teams found that virtually everyone in the community treated daughter’s fifteenth-birthday celebrations as sudden “emergencies.”  Informants also told Francisco’s teams that married couples secretly make plans at night when alone.  Francisco also learned that neighbors had to pay their debts to each other but not to grand patrons like Cemex.  He found that neighbors formed money-pooling groups where each member would get the whole pot one at a time.  Out of this listening for difference came a group savings program that fit community standards, enabled the extension of credit, drove higher sales and profits for Cemex, and won the coveted 2006 ICC World Business Award.  Only listening for difference enabled Francisco and his teams to pursue such counterintuitive lines of conversation. 


In his mobile phone company, Alex drove listening for difference in his “Why should the customer marry us?” meetings.  Like Cheyre and Garza, he probed to get the stand behind the comments.  “Do they love us or feel obliged to us?”  “Are these the words that lead to reconciliation or divorce?”  Such interrogation is the hallmark of listening for difference.  Alex’s big lesson has been, “You never give a third-world person a pared-down first world product.”  

Vince, the Latin American manufacturer, still practices listening for difference assiduously.  Recently Vince found himself wondering why the financial analysts still saw his industry as a cyclical industry and a value play for investors.  After all he had spent 15 years developing new products and services that enlarged its markets both in the developed and developing world.  He probed carefully.  Thinking that he needed to find out how he should deliver his information and message, he asked them what kinds of discussions they found most useful.  After initial confusion, he started hearing that the analysts liked the moments when they saw CEOs like Vince as coming to them for advice on how to manage their companies.  Vince would never have recognized himself making such requests, but the conceptual breakthrough enabled him to ask analysts questions over the course of the next two years where they advised managing for growth.  Finally, it became commonsense among the analysts that Vince’s company was a growth company, and the new P/E ratio reflected that.  

Listening for difference goes against the grain.  No one likes being wrong.  There are five basic guidelines.  First, start with the assumption that people see things differently from you.  Second, listen to identify such unusual statements that do not make sense as not wanting to wait for a vaccination or the analysts’ telling Vince that they liked helping him.  Third, with genuine respect, ask about the unusual statements to get some examples: “What else is like this?”  Fourth, synthesize a hypothetical stand that makes sense of what they are saying.  See how it fits with other things you’ve heard.  Always take the analysis to the stage where you have synthesized the stand on what makes life worth living. 

[Optional We offer some guidelines for listening for difference.  See the nearby box.]
[Optional] [Beginning of Box 4]
Listening for Difference
1. When listening to others, pay special attention for statements that obviously do not add up or sound right.  

2. Remember that there is always a listener’s meaning, the one that you are hearing, and a speaker’s meaning, which is what the speaker intends to communicate.  Distinguish what the speaker is saying from what you are hearing by considering background training, social rank, and general style of dealing with people.  For instance, in bureaucracies, lower-ranking people typically say, “I don’t understand you,” instead of saying, “I don’t believe you.”  
3. In interpreting a speaker’s meanings, leaders also consider the mode of meaning.  When people speak clearly to us, they speak in one of two basic modes.  In the descriptive mode, people say what they believe is simply true about the world.  In the edifying mode, they promote an alternative way of living or working.  In the edifying mode, they are saying, “Try looking at it this way.”  Suppose one manager says to another, “I solved that problem by making my people do their jobs.”  The listener hears an implied criticism of her management style and a trivialization of her problem—“You are simply not holding anyone accountable”—until she interprets the statement in the edifying mode: “With all the changes that have happened, I found that some of my hard-working, ambitious people simply did not understand the scope of their jobs any more.  Try looking at your problem with the assumption that most people in this organization are still confused and see what you discover.”  

4. To practice listening for difference, follow the N path in the 2x2 box below. 
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Listening for Edification

Given the speaker’s own 

social role, training, and 

relationship to you, what 

might the speaker be saying?  

Politely, test that with the 

speaker.

Listen to the actual

unexpected words.  Under 

what social, factual, or 

intellectual conditions would 

you say them?  What would 

you mean then?  

What other way of life might 

the speaker be promoting?  

E.g. artsy, pragmatic, cynical, 

ethical, sales, financial, some 

other?  What new meaning 

emerges if you adopt the 

perspective?  Politely test it.

What way of life would you 

be promoting if you uttered 

the words as stated?  E.g. 

financial, sales, ethical, 

cynical, pragmatic, artsy,  

some other?  What do the 

words say to you in that light?     

Listener’s

Meaning

Speaker’s

Meaning

Descriptive Meaning Edifying Meaning


Figure 3
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Listening for Edification: Real Example

Given the speaker’s position 

and background what is he 

likely expressing to me?

Relax; let me race forward 

with this deal on my own 

because we cannot lose. 

What would I mean if I said 

it?

I’ve constructed a 

great

deal.  

What alternative way of living 

or working is the speaker 

promoting?

Since my M&A manager leads 

a sophisticated life, he is 

telling me great deals come 

from artful nonchalance.

What way of living or 

working would you be 

promoting if I said it?

I’d be speaking as a salesman 

that wanted her listener to 

love

the deal.  

Listener’s

Meaning

Speaker’s

Meaning

Descriptive Meaning Edifying Meaning

M&A manager to his CEO: “The power plants are as cheap as chips at 300 million.”


Figure 4

[End of Box 4]
Almost Transformative Leadership

What does it look like if a leader stands down from trying to achieve the impossible but maintains the other values?  In 1999, Napster shook the foundations of the recording industry.  Clive (named after the recording industry’s legendary Clive Davis), a senior recording industry executive, determined that the industry had to respond with more than a copyright fight.  His industry had to master the Web.  His company’s sites had to become the first choice among music fans for contact with artists, learning about new music, streaming music, and interacting with each other.  Ultimately, he thought, his labels would “break” artists (make hits of their albums) through the Web.  He sought to reconstitute the problem of breaking artists and competing against file sharing as a digital asset management problem.  Give fans enough online fresh contact with artists and each other, and they will pay for product.  He listened for difference to independent label managers.  He created an intensely loyal leadership team whose members felt as though he understood and cared about their ambitious passions.  He shaped his team around his own style for acting—using new technologies to overcome sales problems.  

But Clive could not commit himself totally to his stand.  He kept reading circumstances to see how he was doing politically.  At a certain point, he faced too much resistance and gave up.  He stepped down brilliantly.  His team discovered Steve Jobs’s work and gathered together bits and pieces of their digital asset program to show a close fit with Jobs.  Clive then joined others working out an agreement with Apple.  He took care of his team and moved into publishing.  He is a caring and brilliant corporate politician, not a transformative leader.
Conclusion


Taking a stand for achieving the impossible, seeing personal transformation in others, setting your corporate style, and listening for difference demand more of leaders than other lists of leadership virtues as authenticity, integrity, and creativity.  As a rule of thumb, any set of leader’s virtues has to be more demanding than the set Aristotle set out for an Athenian citizen: moderation, prudence, justice, and courage.  In our conversations with transformational leaders, two stories always stand out: the story of identifying the good around which they will transform their company and the story of severe testing, which leaves them as different people, leaders who became their stands.  Transformative leaders work on themselves by exercising the virtue of stand taking through all occasions.  They maintain the loyalty of their senior managers by recognizing their transformations.  They exercise power over their companies by setting the corporate style.  Finally they interact with all stakeholders, the widest constituency of all, by listening for difference.  Why these virtues?  We know and admire our leaders for their triumphs and their scars.  If we choose to lead, we should cultivate the virtues for the triumph and test.  
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