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COMPANY:
Southwest
Airlines

SALES:

$15.6 billion

MARKETVALUE:

$6.4 billion

EMPLOYEES:
45,392

ADVICE:
Make your
customers
No.1.

WHEN HERB KELLEHER took an aptitude
testat Wesleyan University, where
he majoredin English, he was told
thatthere werethree things he was
best suited for: working as ajournal-
ist, an editor, oralawyer. Kelleher
chose law, and it was a good thing. It
would take five long years of often
tortuous litigation by competitorsto
get Southwest Airlines out of court
andintotheairinJune1971.
Inanindustry plagued by vast
amounts of red ink, Southwest
marked its 39th consecutive year
of profitabilityin2011, afeat
unmatchedinU.S. aviation history.
What's more, Kelleher, 81, proved
thatyou could stillcharge low fares
and be nicely profitable. Southwest
isnotonlythelargestU.S. domestic
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airline but also responsible, asone
economistnoted, for 90% of the
low-fare airline business that exists
inAmerica.

Howdid Kelleherdoit? He kept
costsextraordinarilylowand cus-
tomer service high—and he did both
by creating aculture thatrespected
the people he carefully hired. Like
Sam Walton, he understood that
front-line personnel can either make
you or breakyou. And Kelleher got
his peopleto signontothe program
through profit-sharing plansand
stock options that made employees

feeland actlike owners. [t separated
Southwest fromthe pack.

“Yearsago,” heoncetold an
interviewer, “the business schools
used to poseitasaconundrum.
They would say, ‘Well, who comes
first? Your employees, your share-
holders, or your customers?’ But
it's nota conundrum. Your custom-
erscome first. Andif you treat your
employeesright, guesswhat? Your
customers come back, and that
makes your shareholders happy.
Startwithemployees and therest
follows fromthat.”
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