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CHAPTER ONE

THE DOLLAR VALUE OF
YOUR IMPECCABLE WORD

Stan Myers, president and CEO of SEMI, a global semiconductor
industry association, tells the following story about the impact of
keeping his word. When he was CEO of Mitsubishi Silicon America,
he had to move his R&D department from the San Francisco Bay
area to Salem, Oregon. Many employees were not interested in
moving, so he offered an incentive: a retention bonus to people
who would stay the full eight months until the move and help to
recruit their replacements. If they took another job before the
eight months, they would still get a severance package but not
the retention bonus. One young engineer, Alan, got another job,
did not get his retention bonus, and finance did not pay him his
legitimate severance of several thousand dollars. He never asked
for it. About a year later, Stan, the CEO, learned about the mistake.
He had his people cut the check, found and visited Alan’s new
workplace, and asked the president of the company to bring Alan
up to the conference room for a conversation.

Alan came in, and he said, “What are you doing here? I haven’t
seen you for a while.”

Stan said, “Yes, Alan, but I wanted to tell you that we forgot to
pay you your severance.”

Alan was overwhelmed. More than fifteen years later, Stan
heard again from Alan, who had started up a successful electronics
company. He sought out Stan to present him with an engraved
iPod Nano, thanking him for his leadership and friendship.
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I draw two points from this story. One is that the simple act
of keeping a promise can have a huge impact on a person. The
second point gives pause: Alan did not expect his employer to
keep his word. The fact that Stan acted as he did struck Alan
as extraordinarily unusual. CEOs are very busy, and nobody
likes to admit a mistake. There probably would have been no
fallout if the check had never been written. There would have
been understandable reasons for Stan Myers not to have acted
as he did. But the fact that he did says something about the
man as a leader, and it helps to explain his great success in
that role.

It’s easy to break a promise, and it’s even easier to forget the
price of breaking it. After all, who can measure that price? Few
would deny that a broken promise lowers the morale of employees,
but what’s the real dollar cost—the bottom-line impact? Or what
is the payoff of keeping a promise? It should be simple to align
your words and actions in a way that employees can see. But if it’s
so simple, why do most employees say their managers do not do
it? Maybe it is not so simple.

Consider how two executives described to me the benefit of
an impeccable word—and the cost of lacking one:

Good leadership is, “Whatever I say I'm going to do, I'm going to
do.” That means I have to know what my limitations are and what
I’'m capable of delivering. As a leader if you don’t fulfill your com-
mitments, I can’t think of anything that can hurt you more than
that.—Frank Guidara, president and CEO, Uno’s Chicago Grill

If your staff see you cutting corners, then they’re not going to

take you seriously. And then they’re not going to take the values
you’re trying to instill seriously. Because you re not taking the values
seriously—Deirdre Wallace, President, The Ambrose Collection

Like these successful executives, you too most likely want to be
an honest and respected leader. But this book is about more than
being respected. As its title says, it’s about the integrity dividend—
and why and how keeping your word as a leader pays off on the
bottom line. One thing that sets this book apart from others that
discuss the importance of integrity is that it tells how I have been
able to accurately measure its positive dollar impact. As you will
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see in later chapters, successful executives I talk to recognize the
dividend too, but until now it has not been well measured.

I am not asking you to be motivated by any intrinsic payoff,
though I think there are several. Integrity for me is about being
more effective, because people see you as consistently following
through on your word and demonstrating the values you profess:
more effective as a leader, because you more readily capture the
hearts of your followers; as a communicator, because people
know you mean what you say; as a partner, because you can
be counted on; as a customer, because you complete business
transactions efficiently; as a supplier, because buyers know what
they will get; and as a brand, because you keep your promises—
and promises are all that a brand is. Integrity contributes hugely
to executive effectiveness.

BEHAVIORAL INTEGRITY: A RECOGNIZED
FiT BETWEEN WORDS AND ACTIONS

Most successful executives intuit the importance of a reputation
for integrity. It plays a major role in our public discourse, as poli-
ticians of all stripes revel in accusing their opponents of lacking
it. People sense its importance, perhaps especially in today’s cli-
mate, as corruption scandals break careers, lives, bank accounts,
and the faith of millions. But in 2005, infegrity was the single most
looked-up word on Merriam-Webster’s Dictionary Web site, which
implies that people are not exactly sure what integrity means.
Think about that for a minute: people know integrity is important,
but they are not sure what it means.

Often people use the word integrity to describe a general qual-
ity of acting ethically. Ethics are important, but they are not
what this book is about. For the purposes of this book, integrity
means the fit between words and actions, as seen by others.
It means promise keeping and showing the values you profess.
This book is about keeping your words lined up with your
actions—keeping promises and living by the same values you talk
about—seamlessly, as in the integrity of the hull of a boat. It means
being seen as living by your word.!

Behavioral integrity is not about the content of a person’s val-
ues, though I believe that content is very important. It is about
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how well a person follows through on the values he or she
espouses. I can judge people despicable for what they value, but if
they walk their talk and keep promises, I will—grudgingly—
concede that they have behavioral integrity. A colleague of mine
once proclaimed at a department meeting that his decisions would
be guided strictly by self-interest and that he had no concern for
what the department or the school needed. I did not like working
with him, and I did not trust him. But he was living up to his word,
and I had to give him credit for behavioral integrity.

It is not enough to keep your word; others have to be aware
that you are doing it. And here is where it gets sticky. Like beauty,
behavioral integrity is in the eye of the beholder. Consistently
keeping promises and living by your stated principles are difficult
tasks. Being seen as consistently doing these things is harder still.
People we manage spend a lot of time watching us and trying to
figure us out. They generally notice and understand more than
we realize, but they also carry their own baggage—their own
hurts, cynicisms, and biases. Their judgments about our integrity
are colored by everything from their own parental issues from
childhood to previous bosses to personality to the particular
moments they happen to witness. As effective leaders (or business
partners, or suppliers, or board members, or whatever else), our
challenge is to penetrate the veil of others’ subjective perceptual
processes and convey integrity regardless of them.

The added step of managing others’ perceptions makes the
challenge more difficult than it might have seemed. It is not
enough to manage your own level of consistency. You have to
manage others’ perceptions of it without lapsing into cynical
manipulation, which probably would not work anyway.

LEADERSHIP, TRUST, AND
THE INTEGRITY DIVIDEND

It is difficult for anyone to define, measure, and develop leader-
ship, in part because leadership involves trust, inspiration, chal-
lenge, strategic vision, and much more. But leadership is critical
to just about any company’s performance, and there are numer-
ous books about it, many offering terrific insights. Still, I suggest
that the basic insight of this book—a fundamental, challenging
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one with a demonstrated financial dividend—has not received
the kind of attention it warrants.

Consider the issue of trust, which has recently been a popular
topic. Most agree that trust is a critical ingredient for leadership,
since few people follow someone they do not trust. Most also
agree that trust is complicated, encompassing reliance, emotion,
respect, and a sense that the trusted person will look out for you.
This book argues for looking particularly hard at reliance as a
crucial ingredient for building and keeping trust. Reliance is the
belief that leaders keep their word, fulfill their promises, and
show the same values they profess. That is what “walking the talk”
means. If people do not see this consistency, leadership cannot
happen at all. You cannot even get out of the starting gate as a
leader if others do not believe your words. Behavioral integrity is
a simple idea, but it is hard to put into practice. To the extent
that you do so, your powerful word pays off in powerful, concrete
dividends.

Later chapters of this book say how to capture the integrity
dividend. Before moving on to them, however, let’s look at some
of the growing evidence that the dividend exists.

A SCIENTIFIC STUDY: THE DOLLAR
VALUE OF AN IMPECCABLE WORD

A few years ago, a colleague of mine at Cornell University’s Hotel
School, Cathy Enz, was fascinated by the idea of clear corporate
values as a powerful tool for contributing to effectiveness. At the
time, I had not yet latched onto behavioral integrity as a key to
leader effectiveness. Through many of our conversations, I kept
coming back to the notion that talking about values was one
thing, acting on them was another, and aligning those words and
actions might be the most powerful combination by far. By that
time, I had also begun to regard as toxic the common exercise
of drafting up a statement of values that sits in a desk drawer. It
gives rise, I thought, to cynical employees who see their bosses
pretending to adhere to values they do not implement. Cynicism
kills spirit, and so undermines the company’s bottom-line perfor-
mance in a thousand small and large ways. But at that point, my
thoughts were just theory; I had no clear supporting evidence.
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Management scholars have generated significant recent
research on several concepts related to the alignment of words
and actions. Trust is widely recognized and demonstrated as a key
performance factor in teams and leadership in general. A study
of National Collegiate Athletic Association college basketball
teams found that players’ trust in leadership drives the quality
and consistency of team performance.? Several studies have
shown that trust in leadership drives subordinates’ positive atti-
tudes and their willingness to expend effort beyond formal job
definitions.” Fairness perceptions* and perceived violations of
“psychological contracts™ have also been shown over many stud-
ies to affect employee attitudes, discretionary effort, and reten-
tion. But with a very few exceptions, the previous relevant
research had focused on individual outcomes rather than compa-
nywide outcomes. No one had zeroed in on the idea of leaders
living by their word and linked it to company performance as its
final outcome.

I began to look for ways to test the bottom-line impact of
word-action alignment. Testing the bottom-line impact of any-
thing in the real world is not easy. To test a single factor like
integrity, you need a lot of businesses that you can compare
directly to each other. Franchises make a good testing ground, as
you can filter out a lot of variation, comparing the performance
of independent business units that are very similar in most ways
but have different managers who lead with different styles.

I found help in this investigation from Pete Kline, then the
CEO of Bristol Hotels and Resorts, which operated over 110
hotels in the United States and Canada. Pete is a brave man who
also intuited the truth of the claim I wanted to test. We focused
on 76 of his Holiday Inn franchises that were in the United States
and not unionized. Bristol agreed to share the financial perfor-
mance, employee turnover, and guest satisfaction information for
each hotel. Pete asked me to design an employee survey to
include penetrating questions about how much people trust their
bosses and how good they think that boss’s word is.

For the project, 1 collaborated with Judi McLean Parks of
Washington University, an expert at measuring employee percep-
tions of their implicit and explicit employment deals—what she
calls the “psychological contract.” By applying solid scientific
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practice (focus groups, careful pretesting, prevalidated questions
where feasible, multiple questions triangulating on each underly-
ing idea, and objective operational performance measurement),
we created a survey that could measure a chain of impact run-
ning from behavioral integrity perceptions to employee attitudes
to behaviors to the business unit bottom line.

At a few hotels, we ran focus groups about what behavioral
integrity looked like and pilot-tested the survey, which had been
translated into five languages. Then we asked employees at all
seventy-six hotels to complete the survey. They did so anony-
mously, on company time, with a raffle for sweatshirts and din-
ners out as an incentive. Most employees filled out paper surveys,
but we set up “read-aloud” tables for the roughly 7 percent of
employees with limited literacy.® At each hotel, we asked line
employees, supervisors, department managers, and the general
manager to say how strongly they agreed or disagreed with state-
ments like these:

* My manager practices what he/she preaches.

* When my manager promises something, I can be certain that
it will happen.

¢ I'would be willing to let my manager have complete control
over my future in this company.

The first two questions measure behavioral integrity and the
third measures trust. The questions are phrased as extremes, so
that a statement of strong agreement indicates a deep belief in
integrity or a deep feeling of trust. I did not want to ask questions
with which it would be easy to agree.

Each hotel employed about one hundred and thirty employees
spread over six to eight departments. Typically the biggest depart-
ments by far were housekeeping and front office. Around two-thirds
of all employees (more than sixty-five hundred total) completed
our surveys. For every manager with four or more employees, we
generated feedback reports that described employees’ relationships
with that manager. For each hotel, we collected employee turnover
information, the results of independently conducted customer sat-
isfaction surveys, and financial performance information for the
months following the employee survey.
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We averaged employee perceptions at each hotel and applied
path analysis to evaluate all the links in the proposed chain of
impact at the same time. We expected to find a chain that runs
from employee perceptions of their managers’ behavioral integ-
rity, to employee trust in their managers, to their commitment to
the company, which in turn would drive both employee turnover
and discretionary service behavior. We expected, furthermore,
that discretionary service behavior would drive customer satisfac-
tion, and profit would be affected by both employee turnover and
customer satisfaction.

The results of the study were so clear that they surprised even
me. As Figure 1.1 shows, the average employee perception of how
much the employee’s manager kept promises and lived by stated
values drove hotel profitability more strongly than the five other
attitudes measured by the survey.

FIGURE 1.I. STRENGTH OF ASSOCIATION BETWEEN BUSINESS
PROFITABILITY AND DIFFERENT EMPLOYEE ATTITUDES.
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Let’s take a minute with that result alone: how strong your
employees feel their managers’ word is—their assessment of their
managers’ behavioral integrity—is more important to your com-
pany’s financial performance than employee trust, sense of fair-
ness, commitment, or satisfaction. These other attitudes also
matter, to be sure, but behavioral integrity came out as the single
most powerful driver of profit. It might be more important that
the workers know you mean what you say than whether they like
you or the company or their work. First comes the word. Every-
thing else follows.

The survey had asked employees to respond to statements
with a number from 1 (strongly disagree) to 5 (strongly agree).
Results showed that one-eighth of a point difference between
two hotels in the average employee behavioral integrity ratings
pointed to a difference in profits of around 2.5 percent of rev-
enues. The difference raised the portion of each dollar of reve-
nue that the company got to keep as profit by two-and-a-half
cents. Typical revenue streams for that size and tier of hotel
run around $10 million annually, so that difference in behav-
ioral integrity could be expected to raise profit by an average
$250,000 per hotel per year. Many of the hotels with high man-
agement integrity converted over ten cents more of each reve-
nue dollar into profits than others. Does behavioral integrity
make a difference to the bottom line? The evidence said
emphatically—and hugely—yes. We had detected the integrity
dividend.

Here are the details of the chain of impact that we saw:

* Where employees feel their managers keep promises and live
by the values they describe, they trust their managers more.

* Where they trust their managers more, they become more
emotionally committed to the company—caring more deeply
about its mission and taking pride in working for it.

* Where they feel greater emotional commitment to the com-
pany, they are more willing to stay in their jobs and to go
beyond their formal job descriptions by providing discretionary
service to satisfy guest requests.

* Guests who experience discretionary service from hotel
employees like it and feel more satisfied.
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¢ Satisfied guests translate to repeat business, which boosts
profits. Employee retention boosts profits as well.

Here is a simpler way to describe the chain: where employees
reported high integrity on the part of their managers, we saw:

* Deeper employee commitment, leading to
* Lower employee turnover and
® Superior customer service; all leading to

* Higher profitability.

This study took place in a single industry: the hotel business.
Is there evidence of a similar bottom-line integrity dividend in
other industries? After all, the hotel business is unique in some
ways. It is a service industry that sells positive guest experiences.
The pivotal role of customer contact in determining the quality
of the final product suggests that employees’ emotional response
to their work might be more important for hotels than for, say, a
manufacturing business. Hotels also employ a less educated labor
force than most other white-collar businesses. However, there is
no evidence that sensitivity or response to managers’ integrity
issues depends on education level.

As a framework for systematic studies, the notion of behavioral
integrity is new, even if the essential idea has long been discussed
as an element of good leadership. Other scholars have already
started to build on this initial work and are creating a research
community with sessions devoted to the topic at annual Academy
of Management conferences. In coming years I expect to see simi-
lar research results in other industries as more scholars explore the
causes, consequences, and management of the issue. Apart from
that future research, there is already strong evidence that the
behavioral integrity effect holds true in other industries as well.
For one thing, the attitudes and behaviors that are driven by behav-
ioral integrity—trust, perceived fairness, employee commitment,
turnover, and discretionary effort—are already well-demonstrated
performance drivers in a variety of both service and manufactur-
ing industries.” Furthermore, all the executives I spoke with, in a
wide variety of industries, agreed that behavioral integrity plays
a pivotal role in determining attitudes toward leadership and,
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ultimately, driving performance. Chapter Two begins to discuss
what the integrity dividend looks like in other industries.

THE INTEGRITY DIVIDEND IN PRACTICE:
CHECKING WITH EXECUTIVES

Braced by my evidence that managers’ promise keeping and living
by stated values drives profitability, I interviewed about a hundred
successful executives to learn more about how behavioral integrity
works. I spoke with leaders in high-tech manufacturing, health
care, real estate, restaurants, hotels, food service, and nonprofit,
as well as union leaders and a handful of executive coaches and
consultants. My primary criterion for selection was that the execu-
tives be successful in their chosen fields, as shown by a pattern of
promotions and executive positions. I sought to understand the
payoffs and the challenges around behavioral integrity through
their eyes, figuring that most successful managers have something
to teach me and others working on this issue.

I conducted hour-long interviews, usually by telephone. The
result was over two thousand pages of transcription, which my
research team and I broke down into discussion themes. We
looked for patterns, extracted and developed stories that related
to those patterns, and massaged the pooled insights of these
many executives to yield the book you are now reading.

I asked the executives about how they perceive the chal-
lenges and consequences of word-action alignment or its lack. I
also asked them for both general and specific advice. Their
responses are valuable in two main ways. First, they demonstrate
that the integrity dividend is not unique to the hotel industry.
Second, they flesh out the whys and hows of behavioral integrity
in deeper, more practical detail. The techniques the executives
propose are grounded in the sense that they drive the kind of
integrity perceptions that create the dividend shown in the Hol-
iday Inn research. However, it is also true that the process of
talking to these executives and drawing out and combining
their insights may resemble art more than it resembles science.
I am learning about integrity along the way. I expect that you
will too.
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The interviews yielded four main themes, which we explore
in coming chapters:

¢ The payoff of behavioral integrity is greater personal and orga-
nizational effectiveness. It builds personal credibility and trust,
which contribute to your ability to get things done through
people.

* Employees who trust their leaders work harder and with
clearer direction. Trust also leads to greater efficiency in
customer relationships, supplier relationships, and union
relationships.

* Some of the greatest challenges of behavioral integrity man-
agement come down to recognizing and reckoning with our
own personal habits and the ways we have learned to interact
with people. Some of our well-intended actions serve to
undermine our integrity and thus our credibility. Elements
of self-knowledge and self-control are integral to managing
behavioral integrity. You have to be willing to occasionally sac-
rifice in the service of keeping your word. To create a word as
good as gold, you sometimes have to demonstrate the value of
your word by paying for it.

¢ Executives can extend behavioral integrity and its dividends
through leaders and practices throughout the organization.
It is not just about personal relationships. Through careful
modeling, training, coaching, accountability and incentives,
impeccable follow-through can become a mutual expectation
that forms part of the structure and the culture of the com-
pany. Make it a shared priority, and watch your effectiveness

build.

CHALLENGES RATHER THAN EASY ANSWERS

You may be thinking that behavioral integrity cannot be easy. It
isn’t. Accepting one’s word as one’s absolute bond and making
that bond as solid as steel is hard work. The payoff, of course,
is that your word of steel is as valuable as gold, because great
integrity is rare and people are drawn to it. The challenge is espe-
cially great for people who take on the job of managing others
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in a company hierarchy. Most managers’ days are filled with brief
tasks, noise, and fires that need putting out. It isn’t easy to keep
track of commitments. Sometimes your boss countermands your
decisions—at the cost of your own credibility. Sometimes the need
to keep relationships smooth leads you to sugar-coat the truth,
and sometimes that sugar coating causes feelings of betrayal on
the part of those who mistook the frosting for the cake.

Managing behavioral integrity demands careful communica-
tion, as described in Chapter Five. People misunderstand each
other all the time, and they feel no less betrayed when the prom-
ise that was broken was wrongly understood. People often ignore
the escape clauses we insert into our promises, such as “I'll try”
or “I hope” or even “probably.” They often hear the message they
hope to hear or the message they expect. They bring their own
cynicism and other kinds of baggage to interactions and some-
times they assume you are lying before you speak.

Your position within the company sometimes adds other chal-
lenges to living by your word. Leaders are sometimes expected to
project confidence and certainty even when they lack it. Manag-
ers are sometimes asked to produce short-term results at any cost
or publicly endorse policies with which they do not agree. As sub-
ordinates, leaders and managers sometimes face bosses who pre-
fer deference over honesty. As negotiators, they often fear that
truthfulness sacrifices a competitive edge.

When companies face change, the challenges become greater
still. Policy shifts are often confusing, and sometimes, as a man-
ager, you have to introduce changes that violate values you your-
self promoted. Sometimes in your ambivalence, you send mixed
messages. And sometimes the policies themselves seem to contra-
dict each other in the values they imply. Then there are initiatives
about which you may not be allowed to speak, like layoffs, acqui-
sitions, and mergers.

These challenges are often attended by other difficulties you
must face, including trade-offs, the need to forsake expedient
solutions, hard conversations you must have, and personal weak-
nesses you (like all of us) must acknowledge and confront. The
executives and coaches I interviewed for this book have faced
them too, and sometimes they made mistakes. But more often
they overcame them—and collected the integrity dividend.
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I cannot say with certainty that integrity will always yield the
practical outcomes you want. But I can say that over time, its lack
kills spirit among those who follow and that excellent leadership
is fundamentally about building and focusing spirit toward
extraordinary achievement.

As a leader, you should finish this book a little wiser, a little
more insightful, and a little more effective. It is not about how you
can feel better about yourself or how you can better live up to your
moral values or those of society. It is about creating more effective
relationships and more effective businesses through alignment.
Develop a powerful word, because it will serve you well.

SUMMARY

This book is about building an impeccable word in order to
increase your effectiveness and that of the people around you.
Behavioral integrity is about having that impeccable, powerful
word. It is about keeping promises, showing the values you pro-
fess, and being seen as doing so. It is not at all easy, especially as
the goal is to do so all the time.

Make no mistake: others evaluate your integrity constantly.
And the challenge is harder still when you consider the subjec-
tive biases they bring to that evaluation.

Behavioral integrity is not the whole challenge of leadership;
there are many other skills and abilities involved in leading. It is
not even the whole challenge of building and maintaining trust;
there is more involved in that too. But neither trust nor leader-
ship happens without behavioral integrity—without certainty that
the leader means what she says. Behavioral integrity is, in the lan-
guage of logic, a necessary but not sufficient condition for trust
or leadership. It is a cornerstone on which trust and leadership
must be based.

A careful scientific study tracked the consequences of behav-
ioral integrity and measured the dollar impact of it as it operated
through hotel worker attitudes and actions, affecting service
delivery and the bottom line. The study suggested that employees’
sense of their boss’s strong behavioral integrity might be a more
important performance driver than employee satisfaction, com-
mitment, sense of trust, or feelings of fairness.
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Extensive conversations with executives have confirmed both
the impact and the challenge of behavioral integrity and have
provided ideas about how others have met the challenge. This
book is aimed at helping you to master that challenge and so to
reap the integrity dividend.

Chapter Two explores the integrity dividend in a variety of
industries. Chapter Three deepens our model of behavioral
integrity’s drivers and payoffs. Chapters Four through Six explore
common challenges to managers’ behavioral integrity and how
to address them. Chapters Seven through Nine focus on develop-
ing behavioral integrity at the company level. Chapter Ten briefly
applies the same framework to relationships outside the company.

Each chapter ends with brief points designed to help you
apply these ideas to your workplace. The first three chapters have
a set of questions labeled “consider.” Later chapters add a section
with specific tools and techniques, labeled “act.”

Into Practice

Consider

o Where have you seen high or low behavioral integrity on the part of your cur-
rent or a previous leader or boss? How did it affect your work attitude? Your
level of discretionary effort? Your peers?

¢ How high a priority is keeping your word? How much would you sacrifice in
order to keep your word?

e Where do you find it challenging to keep promises or live up to stated values?
How much does the resulting gap cost you?




