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The 21 Club

To declare war or not to, that was the question.

John Whitehead knew he would have to make a decision soon.
His competitors had already made theirs, and Goldman Sachs
was coming under increasing pressure to declare its intentions.

For years, Goldman had quietly competed with four other
top-tier Wall Street investment banks for the business of Amer-
ica’s largest companies. All five banks had been successful
enough to make their partners very wealthy.

Then Morgan Stanley fired the first shot in a new kind of war-
fare, agreeing in July 1974 to help International Nickel Co.
launch a hostile takeover bid for Electric Storage Battery.1 The
unthinkable—one company trying to seize the assets of another
through financial force—had suddenly become possible. It didn’t
take long for the fever to become contagious. Corporate execu-
tives across the nation were desperate. Many believed they were
trapped: Either they took over another company or they faced
being taken over. The stakes were enormous, and investment



banking clients were willing to pay astronomical fees for help in
launching hostile takeovers. Yet amid all the feverish takeover ac-
tion, the partners at Goldman Sachs could only watch from the
sidelines. Whitehead, the cochairman of the firm, hadn’t yet
given the go-ahead for the firm to advise its own clients on how
to launch hostile offers.

Whitehead knew that helping clients make hostile tender of-
fers would be enormously lucrative. And anyone not taking part
in the merger mania risked being relegated to the second tier of
investment banking. Yet to Whitehead, it didn’t seem as if his
competitors were really helping their clients. Many of the hostile
deals were turning out badly for both the acquirer and the target
company. The executives at the acquired company often left in
anger and the combined company failed to realize the hoped-for
benefits of the combination. Whitehead believed it just wasn’t
good business.

Whitehead made his decision: Goldman Sachs would not
offer its services to any company to make a hostile tender offer.
He wanted the firm to be known as “the investment bank of
integrity.”

“We thought that good ethics was good business and that in
the end people wanted to deal with the investment banking firm
they respected the most, not necessarily the one that was the
biggest or had the largest share of the market,” he says.

The repercussions of that decision and its public announce-
ment were immediate. A client company turned away from
Goldman to retain another firm to help it launch a hostile bid.
Goldman’s competitors were soon posting record profits on the
large transaction fees that flowed from hostile deals. Some Gold-

2 How the Wise Decide



man partners argued that the firm was leaving enormous poten-
tial profits on the table. Junior bankers watched friends at other
banks bringing home big bonus checks. But Whitehead re-
mained steadfast: Goldman was the firm of integrity.

Then something unusual happened. As word of Goldman’s
stance spread, companies threatened by hostile bids turned to
Goldman as the firm of choice to defend against the unfriendly
offers. And that prompted executives at companies that weren’t
threatened to look to Goldman for investment banking advice,
too, confident the bank wouldn’t turn on them in the future. It
didn’t happen overnight, but Whitehead’s decision to stand firm
against making hostile offers set it apart from its competitors and
created an enormous demand from companies that wanted to do
business with a firm of integrity. Whitehead’s decision to eschew
hostile takeovers and forgo the lucrative paychecks has become a
Wall Street legend. It cost Goldman at first, but eventually cre-
ated an aura around the firm that has elevated it to preeminence
on Wall Street.

Making great decisions isn’t easy. Yet the cumulative decisions
we make will largely determine our success. The fact that over 80
percent of new products fail after launch and over 50 percent of
mergers and acquisitions destroy more value than they create is
testament to how difficult it is to make and implement decisions
in business today. 2

In our first jobs as managers, we certainly felt enormous 
pressure to make great decisions. Yet we also felt unprepared to
make them, despite our training at Harvard Business School and
McKinsey & Company. How did John Whitehead know to make
that legendary decision? We didn’t know, but we had a powerful
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urge to tap into that kind of wisdom. And we weren’t alone.
Glenn Hubbard, just before becoming dean of Columbia Busi-
ness School, acknowledged that students at even the best busi-
ness schools need to better understand the process that will be a
critical factor in their future success. “I worry that MBA students
here at Columbia, or at Harvard Business School and other good
schools, have a great deal of skill mastery and technical mastery,
but very little on either identifying opportunity or deciding
among alternatives, and those are the things that are probably
going to make or break you as a businessperson.”3

When we couldn’t find practical advice on how to make great
decisions, we decided to answer a simple question:

How do the really successful leaders make the tough calls?
Our method was straightforward: Go to the source. We

would find people who had made great decisions consistently
and ask them how they did it. Ask enough successful and ex-
perienced leaders about their toughest decisions and surely 
the essence of decision making would emerge. As it turned 
out, our first inclination—Go to the Source—became our first
principle, confirmed time and again by many of the leaders we
interviewed.

This book is the result of our three-year quest to learn how
the wise decide. We sat down with some of the world’s most tal-
ented and experienced leaders to understand how they make de-
cisions. Our research captures the hard-earned lessons shared by
twenty-one extraordinary individuals, based on their own most
difficult and important decisions. Our wise leaders include John
Whitehead of Goldman Sachs; David Maxwell, who is one of
two living members of Fortune magazine’s “The 10 Greatest
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CEOs of All Time”; Justice Stephen Breyer of the U.S. Supreme
Court; Stephen Schwarzman, chairman and CEO of The Black-
stone Group, the groundbreaking private-equity firm; Harvey
Golub, who was responsible for turning around American Ex-
press in the 1990s; and Dermot Dunphy, the remarkable but rela-
tively unknown former chairman and CEO of Sealed Air.

Making great decisions comes down to timeless fundamen-
tals. How the Wise Decide distills the six core decision-making prin-
ciples that our leaders share and that every manager should
know. These principles have guided wise leaders across functions
and industries and brought them through various crises. The six
principles—Go to the Source, Fill a Room with Barbarians, Con-
quer the Fear of Risk, Make Vision Your Daily Guide, Listen with
Purpose, and Be Transparent—aren’t complicated. But as you
will see in the stories of how these leaders made some of their
most critical decisions, it takes extraordinary dedication to these
principles to consistently make great decisions.

You will also see what a powerful force these principles 
are for achieving remarkable success. Dermot Dunphy, who you
will watch in these pages transform Sealed Air from a stum-
bling $5 million packaging company to a $3 billion business on 
the cutting edge of technology, calls decision making the “vali-
dation of leadership.” As Dunphy explains, “You may have
charisma and personality. People may want to follow you. 
But not for long if they realize you’re leading them in the wrong
direction.”

This isn’t a book about business theories. Rather, it is a practi-
cal guide written for managers by managers that provides the 
advice we all need to make great decisions consistently. Each
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chapter explores a single principle that is shared by our leaders.
We begin each chapter with a short description of the principle,
followed by stories to illustrate wise leaders using the principle to
make critical decisions. The insights and nuances that emerge
from the case studies are complemented by several practical
rules that will help you make the principle part of your everyday
decision making. Our goal is to accelerate your journey along
the path to wise decision making and successful leadership. In
these demanding times, when choosing the right direction is crit-
ical, you now can turn to the principles at the heart of How the
Wise Decide.
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