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The officer of every corporation should feel in his heartin his very soulthat he is responsible, not merely to make dividends for the stockholders of his company, but to enhance the general prosperity and the moral sentiment of the United States.

ADOLPHUS GREEN, founder, Nabisco

Some genius invented the Oreo. Were just living off the inheritance.

F. ROSS JOHNSON, president, RJR Nabisco

This business, on a legitimate basis, is a fraud.

Not that its a fraud. You need money to be in this business. But not a lot. You need more money to open a shoe-shine shop than you do to buy a $2 billion company, lets be honest about it. But to buy a shoe-shine store, if it costs $3,000, you need $3,000. If you dont got it in cash, you need to bring it by Thursday.

But if its an LBO, not only do you not have to bring it, you dont have to see it, you dont know where youre going to get it, nobody knows where they got it from. The whole situation comes from absolutely nothing.

But the more you need, of course, the less money you need. In other words, if theres money involved, you dont get involved in this business. This is a business for people who dont have money, but who know somebody who has money, but who doesnt put it up either

JACKIE MASON, What the Hell is an LBO?
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Introduction




This book arose from the authors coverage in The Wall Street Journal of the fight to control RJR Nabisco in October and November 1988. Our goal in pursuing the story behind those public events has been to meet the standard of accuracy and general excellence that the Journal sets for journalists everywhere.

Ninety-five percent of the material in these pages was taken from more than 100 interviews conducted between January and October 1989 in New York, Atlanta, Washington, Winston-Salem, Connecticut, and Florida. In large part due to contacts we made while working at the Journal, we were able to interview at length every major figure involved in the story as well as scores of minor ones. No more than a handful of people mentioned in this book declined to grant interviews.

Among the first we spoke with were the long-shot suitors, Jim Maher of First Boston and Ted Forstmann of Forstmann Little & Co., who made himself available in his New York office as well as on his private jet. At Kohlberg Kravis, Henry Kravis, George Roberts, and Paul Raether were interviewed together and separately for more than twenty hours; much of the interviewing was done in RJR Nabiscos former New York offices, where Kohlberg Kravis briefly relocated after a fire. Kravis himself sat for a half-dozen tape-recorded sessions, all but one in Johnsons former anteroom.

The last to consent to be interviewed was Ross Johnson. He was understandably gun-shy; he had taken a beating in the press and wasnt eager for further pummeling. Eventually he spent thirty-six hours in one-to-one talks with the authors. Several all-day sessions were held in his Atlanta office, where Johnson smoked cigarillos and wore sports jackets with no tie; a marathon evening session was held in his New York apartment, where Johnson donned a pair of gray RJR Nabisco sweatpants and shared pepperoni pizza and beer with the authors.

Due to the cooperation of the participants, we have managed to reconstruct dialogue extensively. By necessity this involves calling on sometimes selective memories. It is important to remember that, as Ken Auletta wrote in his definitive Greed and Glory on Wall Street, no reporter can with 100 percent accuracy re-create events that occurred some time before. Memories play tricks on participants, the more so when the outcome has become clear. A reporter tries to guard against inaccuracies by checking with a variety of sources, but it is useful for a readerand an authorto be humbled by this journalistic limitation.

We couldnt agree more. However, it should be noted that, in reconstructing critical meetings, we often were able to interview every person in the room at the time. In many cases, that amounted to as many as eight or nine people. Where their memories have differed significantly, it is noted in the text or a footnote. Where a thought or impression is conveyed in italics, it was supplied by the person in question.

A word about significance: Those looking in these pages for a definitive judgment on the impact of leveraged buyouts on the American economy will no doubt be disappointed. It is the authors contention that some companies are well suited for the rigors of an LBO, while others are not. As for RJR Nabisco, it is important to remember that an LBO is a creature of time. In most cases its success or failure cant be determined for three, four, five, even seven years. The events in this book constitute the birth of an LBO; at this writing, the reborn RJR Nabisco is barely a year old. The baby looks healthy, but its too soon to predict its ultimate fate.

We would like to thank Norman Pearlstine, The Wall Street Journals managing editor, who gave his blessings for a leave to do this book. We are immensely grateful to our editor, Richard Kot of Harper & Row, for his keen eye and unflagging encouragement in helping us negotiate our first journey into publishing; his assistant, Scott Terranella; Lorraine Shanley, who brought our project to Harper & Rows attention; our agent, Andrew Wylie, who isnt nearly as nasty as people think; his colleague, Deborah Karl, for plenty of on-call hand-holding; and Steve Swartz of The Wall Street Journal, who provided invaluable advice on shaping the narrative. RJR Nabisco and numerous players in the RJR drama were helpful in supplying photos. Thanks are also due John Huey who, as The Wall Street Journals Atlanta bureau chief in 1988, gave John Helyar rein to delve into RJR. As editor of Southpoint magazine in 1989, he allowed him to finish this book before reporting for duty.

The unsung heroes of a project like this are our wives. Betsy Morris served double duty. As a Wall Street Journal colleague, she was among the first to discover Ross Johnson and chronicle the emerging RJR Nabisco story. As John Helyars wife, she put up with long weeks absences and long days writing. Likewise, Marla Burrough was the manuscripts first reader, copy editor, and a source of unlimited support and patience. Their advice and guidance are marked on every page of this book.

Bryan Burrough
John Helyar
October 1989
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Prologue




For hours the two men sat on the back porch talking.

It was as peaceful an afternoon as the younger man, a lawyer just down from New York, had ever seen. On the horizon, the sun was a sinking red ball. Below, delicate snowy egrets poked through the reeds of the Intracoastal Waterway.

It seemed a shame, Steve Goldstone thought, as a warm Florida breeze tousled his thinning brown hair, to introduce black clouds into such a postcard landscape. He took no pleasure in the dire predictions he was about to spin. But it was his job to play devils advocate. No one else seemed willing to do it.

Someone has to tell him.

They sat for a few moments in silence. Goldstone took another sip from his gin and tonic and glanced at the older man sitting in the patio chair beside him. Sometimes he wished he knew Ross Johnson better. They had met barely three months before. Johnson seemed so open, so trusting, sohow to describe it?yes, naive. Did he realize the forces he was on the verge of unleashing?

Johnson was clad casually in slacks and a light blue golf shirt adorned with RJR Nabiscos corporate logo. His silvery hair was worn unstylishly long. A gold bracelet dangled from his left wrist. Goldstone knew Johnson was pondering a move that would change his lifemaybe all their livesforever.


Why are you doing this? Goldstone had asked. Youre chief executive officer of one of Americas great companies, you dont need any more money. Yet youre about to start a transaction in which you could lose it all. Dont you realize all the pain and suffering youll cause?

So far his arguments hadnt swayed his client. Goldstone knew he had to press harder. You could lose everything, he repeated. The planes. The Manhattan apartment. The Palm Beach compound. The villa in Castle Pines. The lawyer paused to let it sink in.

Dont you understand? You could lose everything.

That doesnt change the merits of the transaction, Johnson answered simply. It doesnt change the basic situation. I really have no choice, he said.

Goldstone bore in once more. The minute you do this, he argued, youll lose control of your company. Once you start this process, you are no longer CEO. You turn over the reins to the board of directors. I know you think these directors are your friends, he said.

Johnson nodded at that. After all, hadnt he chauffeured them around the world in his corporate jets? Hadnt he given them lush consulting contracts?

As soon as you start this, Goldstone went on, theyre not your friends anymore. They cant be. Dont expect favors from them; they wont come. Theyll be under the control of Wall Street advisers, people you dont even know. Theyll be sued by thirty different people for millions of dollars. The pressure will be intense, the lawyer insisted, and they will resent you for it.

Goldstone stopped then, and looked out at the vivid streaks of blue and red searing the western sky. No matter how dark he painted the picture, Johnson seemed unmoved. He wasnt sure how much of this was penetrating. In five nights, he knew, they would all find out.

Later, as the two men boarded the Gulfstream jet north to Atlanta, Goldstone sensed Johnson had made up his mind. He looked hard at the president of RJR Nabisco, Americas nineteenth largest industrial company, a man who held in his hands the fates of 140,000 employees, a man whose productsOreos, Ritz crackers, Life Savers, Winston and Salem cigarettesfilled every pantry in the country.

Hes so willing to look on the bright side, Goldstone worried, so trusting. God, he believes everyone is his best friend.

And hes going to do it, the lawyer thought. Hes really going to do it. The Atlanta air was cool and clear that October evening as the black Lincoln Town Cars began pulling up outside the Waverly Hotel. The Waverly anchored a green, suburban office park of the type common in Sun Belt cities: nearby was a multiscreen movie theater; an upscale shopping mall, The Galleria, with its array of fountains, and wide, inviting walkways; and a cluster of tall, gleaming office buildings.

Stepping from the limousines were the directors of RJR Nabisco, whose headquarters took up eleven floors in a glass tower several hundred yards away. Each had been spirited to Atlanta in a familiar RJR Nabisco jet. Through the hotels atrium lobby, up a glass elevator and into an upstairs meeting room they went; inside, they stood in circles, drinks in hand, waiting anxiously for the evenings meeting to begin. The small talk was of their trips down, the World Series, and the presidential election, less than a month away.

It was the night before the companys regular October board meeting, normally an occasion for the directors to dine informally with their chief executive, Ross Johnson, and get an update on corporate affairs delivered in Johnsons unique, freewheeling style. But tonight the atmosphere was markedly different. Johnson had called every director and urged him or her to attend the dinner, which wasnt usually mandatory. Only a few knew what loomed before them; the others could only guess.

Some directors were introduced to Steve Goldstone and walked off with puzzled looks. What was an outsider doing here? wondered Albert Butler, a balding North Carolina patrician. Juanita Kreps, the former secretary of commerce, pulled aside Charles Hugel, the chairman of Combustion Engineering, who served as RJR Nabiscos titular chairman. Whats Ross doing? she asked. Whats going to happen? Hugel knew, but wouldnt say. Instead he ducked out to tell the catering people to hurry along with dinner. They had a crowded agenda tonight.

Through the milling directors Johnson circulated, vodka-and-soda in hand, a broad smile and deep-throated laugh never far from his lips. A man who had survived his share of boardroom coups, Johnson prided himself on his ability to sway corporate directors. He was a master of disarming tense situations with the strategic joke, the well-thrown wisecrack, a veritable pied piper of the boardroom. He was always the same old breezy Ross, never taking himself or his business too seriously. Tonight, against the wishes of his new Wall Street partners, he was flying by the seat of his pants.

Ed Horrigan hoped Johnson would be at the top of his form. Horrigan, head of RJR Nabiscos largest unit, Reynolds Tobacco, had enthusiastically signed on with the plan Johnson would announce tonight. He was a squat, combative Irishman who brought to business the same hell-for-leather approach that led him to single-handedly storm a machine-gun nest during the Korean War. Unlike Johnson, who never seemed to have a care in the world, Horrigan was tense. He had known and distrusted these directors for years before Johnson came on the scene; he had seen firsthand their little putsches. He knew Johnson thought he had won them over with fat consulting contracts and other favors. But Horrigan wasnt so sure. They might yet fire Johnson on the spot for his grand scheme.

In the midst of Horrigans reverie, a man walked into the room whom he didnt know. He was dressed in a suit straight out of Gentlemans Quarterly, every salt-and-pepper hair in place, gazing about icily. Horrigan was reminded of the old westerns where a stranger strides through the saloon doors. A few minutes later, he was introduced to the man, a Wall Street lawyer named Peter Atkins. Atkins, Horrigan was told, was there to advise the board of its rights and duties.

Hello, Mr. Horrigan, Atkins said coolly as the two shook hands.

Oh God, Horrigan thought.
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Dinner was being cleared away from the long, T-shaped table when, at eight-thirty, Johnson rose to speak. He discussed some minor housekeeping matters, reminded members of the compensation committee that they would meet first thing tomorrow, and went over the agenda for the regular board session. As you all know, weve got another item on the agenda tonight, Johnson said. I think well turn to that now, and thats the future direction of the company.

Taking puffs from one of the tiny cigarillos he loved, Johnson reviewed his two-year tenure at RJR Nabiscos helm: profits up 50 percent, sales up as well. The problem, as they all knew, was the stock, which had been sinking since a year before, when it had peaked in the low seventies. Nothing they had tried since the stock-market crash a year ago had gotten it back up. Even after the buy back that springhere Johnson emitted a sharp, descending whistle, a bomb fallingthe stock had sagged back down into the forties. Even after the tobacco industry escaped unscathed from its toughest legal challenge in years, it hadnt budged. Everyone in the room knew the story well, although none had ever seemed as concerned about it as Johnson.

Its plain as the nose on your face that this company is wildly undervalued, Johnson said. We tried to put food and tobacco businesses together, and it hasnt worked. Diversification is not working. We are sitting on food assets that are worth twenty-two, twenty-five times earnings and we trade at nine times earnings, because were still seen as a tobacco company. As a result, we have studied alternative ways of increasing shareholder values. Here, he paused. The only way to recognize these values, I believe, is through a leveraged buyout.

There was a crashing silence.

Everyone in the room knew about leveraged buyouts, often called LBOs. In an LBO, a small group of senior executives, usually working with a Wall Street partner, proposes to buy its company from public shareholders, using massive amounts of borrowed money. Critics of this procedure called it stealing the company from its owners and fretted that the growing mountain of corporate debt was hindering Americas ability to compete abroad. Everyone knew LBOs meant deep cuts in research and every other imaginable budget, all sacrificed to pay off debt. Proponents insisted that companies forced to meet steep debt payments grew lean and mean. On one thing they all agreed: The executives who launched LBOs got filthy rich.

The wolf is not at the door, Johnson said. No corporate raider was forcing him to do this. This is simply the option that I think is best for our shareholders. I believe it is a doable transaction, and it can be done at prices much higher than the present stock price. Were not far enough along this road to make firm conclusions or make a proposal at this point, though.

Johnson stopped a moment and looked at each of the directors: mostly current and retired chief executives, their median age was sixty-five. They had given him a free hand running RJR Nabisco, and hadnt objected when he wrenched it from its century-old North Carolina home and transformed it into a monument to nouveau-riche excess. But they had struck down his predecessor for lesser transgressions than the one he was now committing.

I want you to understand one thing, Johnson continued. You people will have to decide. If you think this isnt the answer or theres a better idea, there will be no hard feelings. I just wont do it. There are other things I can do, and Ill do them. Well sell food assets. Well buy back some more of our stock. I have no problem walking right back upstairs, going to work on plan B, and no hard feelings.

Silence.

Vernon Jordan, the civil rights leader cum Washington lawyer, was the first to speak. Look, Ross, if you go ahead with this thing, theres a real likelihood this company is going to be put in play. Somebody might come along and buy this company for more than you can pay. You might not win. I mean, who knows what could happen?

Thats my point, Vernon, Johnson said. This company should be in play. It should be sold to the highest bidder. If somebody wants to offer eighty-five dollars [a share] or more than we can pay, then weve all done an even better job for our shareholders. The management of this company is not dedicated to retaining its jobs at the expense of the shareholders.

What stage are you at? asked John Macomber, the former chairman of Celanese. Macomber had been a thorn in Johnsons side for years.

In order to preserve the confidentiality here, Johnson said, we really havent gone very far with the banks. We havent got a nickel. But if the board agrees with us on this proposal, we will move forward quickly.

After a few moments, Juanita Kreps spoke. You know, it seems a shame [that] were forced to take steps like these, breaking up companies like this, she said. On other boards Ive been on there have been the same complaints about the stock languishing. The scenario elsewhere has been different. Managements look more to the future and beyond the immediate discounting of the stock. Why is it different here? Is it an issue of tobacco, with the decline in sales and the problems with the industry?

Juanita, I hear a lot of CEOs complaining about their undervalued stock, but I dont see them doing anything about it, Johnson said. This is something you can do about it. The other guys are afraid to do anything about it.

It all sounded so sensible, so reasonable: No one could spin an explanation like Ross Johnson. But the directors might have asked a few more questions had they known of Johnsons plans for the company, of the favors he had doled out behind their backs, or of the unprecedented cut of the LBOs expected profits he had wrung from his hungry Wall Street partners at Shearson Lehman Hutton. But those and other matters would only come to light at the most inopportune moments for them all.

Charlie Hugel scanned the room: No more questions seemed forthcoming. He suggested Johnson and Goldstone leave so the board could caucus. Who else here would be involved in the management group? he asked.

Johnson ticked them off: Horrigan; Jim Welch, the Nabisco chairman; Harold Henderson, the general counsel; and an outside director and consultant, Andrew G. C. Sage II. Hugel suggested they leave, too.

When Johnson left, the directors took a quick break. Albert Butler came over to Hugel. Did you see that? he asked. Andy Sage is part of it.

Hugel nodded.

Ross wants us to double his consulting contract to five hundred thousand dollars, Butler said. Its on the agenda for the comp committee meeting, but I dont think we can do that now.

No, said Hugel, they couldnt. He was uneasy. Johnson was his friend, but several events in the past three days had given him pause to reconsider the man he thought he knew so well. There was something here that just didnt feel right.

Other directors headed for the mens room in silence. Each knew the enormity of the decision they confronted. As each of the titans of industry sidled up to the urinals, a voice echoed over a stall: Weve got to find out if this is frivolous. Men nodded as they washed their hands and returned to the boardroom.

Inside, Hugel turned the floor over to Atkins, who walked the directors through their obligations under the law of Delaware, where RJR Nabisco and so many large public corporations were chartered. When he finished, Hugel told the others how Johnson had phoned him in South Korea the week before and mentioned the LBO idea. Hugel didnt voice his private concerns or the curious offer Johnson had made him just two days earlier.

As the directors caucused, Johnson paced an upstairs suite, passing the time with Horrigan and the others, including a Shearson team. He hadnt been waiting long before a message came that the board wanted to see him. Taking Goldstone with him, Johnson nervously returned to the boardroom.

Ross, Hugel said, its the strong sense of the board that were prepared to let you go forward. The boards debate had, in fact, been anticlimactic: If Johnson had gone this far, they had no choice but to let him continue. If he was planning a serious bid for the company, under Delaware law it was their fiduciary duty to allow shareholders to entertain it. But, Hugel continued, we want to make sure that the number you were thinking about is not frivolous.

Well, youll have to define frivolous for me, Johnson said.

The number has to be north of the highest price the companys stock has ever traded.

Fine, I can do that.

In that event, the board is prepared to have you proceed. If you wish to proceed, the board will have to issue a press release tomorrow morning.

Peter, do you have a draft? Goldstone asked Atkins. Would you read it?

Atkins did, and agreed to Goldstones request that he and Johnson be allowed to take it upstairs to review it.

The press release was a worrisome development, although one Goldstone had anticipated on learning Atkins had been brought along by Hugel. Lifting the veil of secrecy was ordinarily enough to kill a developing buyout in its cradle: Once disclosed, corporate raiders or other unwanted suitors were free to make a run at the company before management had a chance to prepare its own bid. Still, Johnson and his partners hadnt panicked when the prospect of an announcement was raised. RJR Nabisco was so big that no one in the world seemed likely to top their bidand certainly not without a friendly management team to lead the way.

Upstairs, Goldstone and Johnson searched for the team from Shearson Lehman. Tom Hill, the cool chief strategist, and Jack Nusbaum, his lawyer, had vanished from the suite. Goldstone raced downstairs and spotted the pair in the lobby, where they had returned from a short trip to RJR headquarters with their aides. Jack, Goldstone cried, where the fuck have you been?

A press release was being prepared, Goldstone explained, and Johnson badly wanted to insert the price they were considering. Without a number, Johnson feared the stock would rise out of control, perhaps forcing his group to bid more than it wanted to. They returned to the suite, where Hill repeated his earlier suggestion: $72 a share in cash and $3 a share in preferred stock. Johnson shook his head.

None of that, he said. Fellows, its got to be seventy-five cash. You cant put paper on the table. It looks low class.


Johnson didnt need to do the arithmetic to get nervous. Seventeen billion dollars. The largest corporate takeover in history, three times greater than the largest LBO ever attempted. They hadnt seriously considered bidding much higher; with no competition in sight, there seemed no need.

Johnson, as usual, won the argument. As the clock was about to strike midnight, Goldstone was sent down to the boardroom with the revised press release.

Suddenly, after all the weeks of planning, after all the behind-the-scenes negotiations, it was all real. They were actually going to do it. Holy shit, Johnson told the group milling about the suite. Now weve got to find seventeen billion dollars.

Again Johnson thought of the press release. They had so hoped this could remain their little secret with the board. A public announcement would mean publicity, lots of it, and the specter of competing bidsand all the very next morning. Johnson thought he had braced himself for this, but now the full impact hit him. Things, he warned an aide in a postmidnight phone call, are moving faster than we thought.








Chapter
1


Rosss philosophy is, Were going to have a party, a very sophisticated, complicated party.

O. C. ADAMS, consulting psychologist to RJR Nabisco*






Ross Johnson was being followed. A detective, he guessed, no doubt hired by that old skinflint Henry Weigl. Every day, through the streets of Manhattan, no matter where Johnson went, his shadow stayed with him. Finally he had had enough. Johnson had friends, lots of them, and one in particular who must have had contacts in the goon business. He had this annoying problem, Johnson explained to his friend. Hed like to get rid of a tail. No problem, said the friend. Sure enough, within days the detective vanished. Whatever the fellow was doing now, Johnsons friend assured him, he was probably walking a little funny.

It was the spring of 1976, and at a second-tier food company named Standard Brands, things were getting ugly. Weigl, its crusty old chairman, was out to purge his number two, Johnson, the shaggy-haired young Canadian who pranced about Manhattan with glamorous friends such as Frank Gifford and Dandy Don Meredith. Weigl sicced a team of auditors on Johnsons notoriously bloated expense accounts and collected tales of his former protgs extramarital affairs.

Johnsons hard-drinking band of young renegades began plotting a counterattack, lobbying directors and documenting all the underlying rot in the companys businesses. Rumors of an imminent coup began sweeping the companys Madison Avenue headquarters.

Then tensions exploded into the open: A shouting match erupted between Johnson and Weigl, a popular executive dropped dead, a board of directors was rent asunder. Everything came to a head at a mid-May board meeting. Weigl went in first, ready to bare his case against Johnson. Johnson followed, his own trap ready to spring.

As the hours wore on, Johnsons aides, the Merry Men, wandered through Central Park, waiting for the victor to emerge. Things were bound to get bloody in there. But when it came to corporate politics, no one was ready to count out Ross Johnson. He seemed to have a knack for survival.
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Until the fall of 1988 Ross Johnsons life was a series of corporate adventures, in which he would not only gain power for himself but wage war on an old business order.

Under that old order, big business was a slow and steady entity. The Fortune 500 was managed by company men: junior executives who worked their way up the ladder and gave one company their all and senior executives who were corporate stewards, preserving and cautiously enhancing the company.

Johnson was to become the consummate noncompany man. He shredded traditions, jettisoned divisions, and roiled management. He was one of a whole breed of noncompany men who came to maturity in the 1970s and 1980s: a deal-driven, yield-driven nomadic lot. They said their mission was to serve company investors, not company tradition. They also tended to handsomely serve themselves.

But of all the noncompany men, Johnson cut the highest profile. He did the biggest deals, had the biggest mouth, and enjoyed the biggest perks. He would come to be the very symbol of the business worlds Roaring Eighties. And he would climax the decade by launching the deal of the centuryscattering one of Americas largest, most venerable companies to the winds.

The man who would come to represent the new age of business was born in 1931 at the depth of an old one. Frederick Ross Johnson was raised in Depression-era Winnipeg, the only child of a lower-middle-class home. He was always Ross, never FredFred was his fathers name. The senior Johnson was a hardware salesman by vocation, a woodworker by avocation, and a man of few words. Johnsons petite mother, Caroline, was the pepper pot of the householda bookkeeper at a time when few married women worked, a crack bridge player in her free time. Young Ross owed an early knack for numbers and the gift of gab to her; an early entrepreneurial bent he owed to the times. The Johnsons werent poverty-stricken, but neither did they own their own bungalow until Johnson was eight years old.

Around that period young Ross began working at a variety of after-school jobs. He used the money he earned for serious things, like buying clothes. He started with standard kid tasks, such as delivering magazines around the neighborhood and selling candy at the circus, then branched into more innovative ventures, such as renting out comic books from his collection. When he grew older, he sold certificates for baby pictures door-to-door. It was an enterprise he would turn to whenever he needed a buck during his years in college.

Johnson wasnt the best student in his high school, ceding that honor to his friend Neil Wood, who would go on to head the huge Cadillac Fairview real estate firm. Johnson was the kind of teenager who could rank in the upper quarter of his class, as he did, without appearing to try very hard, which he didnt. Nor was he the best athlete in school, although he was a rangy six feet three inches by the time he graduated. He was far better at memorizing baseball statistics in The Sporting News than hitting a fastball.

Unlike his father, who hadnt completed high school, Ross Johnson wanted to be a college man, and he took the crosstown bus each day to Winnipegs University of Manitoba. He was average inside the classroom but excellent out of it: president of his fraternity, varsity basketball, and honors as outstanding cadet in the Canadian version of ROTC. (This despite a propensity for pranks: One night Johnson and some chums ambushed a superior officer, whom they considered a superior jerk, tied him to a diving board, and left him to contemplate his sins as the sun rose.) If there was anything that marked the playful young Ross Johnson, it was an ability to hold sway over his fellow students, even those who were far older. His college class was largely made up of returning World War II veterans, but it was Johnson, a teenager, who did the organizing and leading.

Upon graduation, Johnson plunged into the middle levels of a string of Canadian companies, where he would muddle along for nearly twenty years with little distinction. His first job, as an accountant at Canadian General Electric in Montreal, lasted six years. Bored, he moved to the marketing side in Toronto to try his hand as a salesman. Its where the good parties are, Johnson explained to friends. There, as a low-level manager given the pedestrian task of marketing light bulbs, Johnson first displayed a zest for salesmanship. He dreamed up an idea for a premium-priced bulb, painted on the inside, and researched a name: Shadow Ban. The product did well. Johnson also did wonders for the divisions Christmas-tree bulb sales.

As good as he was with light bulbs, it was in his expense accounts that Johnsons real creativity shone. He cut back the expense budgets of his salesmen, marshaling much of the money for himself. He used the additional funds to entertain customers royally, taking particular delight in plotting and executing what he called the hundred-dollar golf game, which involved a day on one of the citys finer courses, followed by drinks and dinner at one of the citys finer restaurants. It took a prodigious effort to drop $100 in the early 1960s, but Johnson was up to it. By combining his flair for spending with his gift for flattering older men, Johnson moved steadily up the corporate ladder. Spending money was always a joyful, joyous thing to Ross, recalled William Blundell, a Canadian friend. He was convinced that all of the decisions got made by the senior people in the accounts. He thought he could leverage that money pretty well.

From the start Johnson was a party animal. He loved nothing better than sipping Scotch and schmoozing into the wee hours. The next morning he could walk into work without missing a beat. At GE he perfected a flip, wisecracking approach to business. If there was a choice between saying something straightforwardly and saying it humorously, Johnson always chose the latter. If it was self-deprecating, so much the better. An accountant, Johnson would say during his bookkeeping days, is a man who puts his head in the past and backs his ass into the future. He attracted a group of young protgs who felt the same. Johnson held sway over them with an hypnotic, singsong voice, both deep and nasal, and he alternately spoke sotto voce and fortissimo. Come along with me, his manner and mien beckoned young acolytes. Were going to have fun. When he got married, his groomsmen capped an all-night bash by going water-skiing in their tuxedos.

Yet after thirteen years, at age thirty-two Ross Johnson was still a nobody. He was making only $14,000 a year, teaching nights at the University of Toronto to augment his income. His first child was on the way. Except for a patina of charisma, he was like a thousand other bright young men in Toronto, struggling to get ahead. He was impatient. When his bid to be transferred to GEs U.S. operationsthe big timewas turned down, he jumped ship.

Landing as a midlevel bureaucrat at T. Eaton, the big Canadian department-store chain, Johnson found a mentor, a man named Tony Peskett. Eaton was fat, sleepy, and slow, but Peskett, as head of personnel, was committed to bringing the company into the twentieth century. Johnson had come from the gray flannel of General Electric in the 1950s. Now, as a member of a guerrilla band of managers known as the Pesketteers, he entered the 1960s. Peskett encouraged him to indulge his natural proclivity for thumbing his nose at authority. The Pesketteers believed in change for changes sake, and set out reshaping their dowdy old employer. They believed in constantly shaking things up, monitoring and reacting to the competition down the street at Sears Canada. The Pesketteers subscribed to a Bob Dylan line of the time: He whos not busy being born is busy dying. Tony Peskett, who imbued Johnson with a lifelong belief in the creative uses of chaos, put it another way: The minute you establish an organization, it starts to decay. Johnson, who carried that idea to every business he ever ran, boiled it down into a personal philosophy called shit stirring: a love for constant restructuring and reorganizing.

When Peskett fell out of favor, Johnson once more jumped ship, this time landing at a Toronto company named General Steel Works, Ltd. GSW, as it was called, offered the prospect of authority (Johnson would be the number-two executive), money (a $50,000 salary), and social contacts galore. Through the companys rich owner, Johnson joined Torontos upscale Lambton Country Club and came to know many of the citys elite, men such as hockey great Bobby Orr and Alan Eagleson, a lawyer who headed the National Hockey League players union. Johnson loved rubbing elbows with them and found he was good at it.

Despite his social ascension, Johnson started off miserably at GSW, a tiny maker of appliances, garbage cans, and manure spreaders. When an economic downturn slowed its appliance business, Johnsons impulse was to throw money at the problem, and he fell back on the expensive marketing schemes hed developed at Eaton and GE. His new boss, a tightfisted hard case named Ralph Barford, rejected each one in turn. Ralphs philosophy was buy low, sell high, and argue over the bills, recalled Jim Westcott, a Johnson friend who would frequently commiserate with him over lunch. Boy, did Ralph rip the skin off my back today, Johnson would moan.

Johnson chafed at life in a smaller company. GSW was operating on the edge, with lots of debt, and Johnson suffered through weekly grillings by its bankers. It was a shock, he recalled. You learned that the guy who writes the ads for the bank isnt the guy who loans the money. They break your balls. It was Johnsons introduction to the harsh realities of corporate debt, for which he developed a lifelong aversion.

Eventually, Johnson and his boss reached an accommodation of sorts and worked together for another five years. Johnson came to appreciate Barfords ability to change directions at a minutes notice. If you could convince him you were right, hed do a one hundred and eighty degree turn, Johnson would recall. It was just that getting him to do that could take a panzer division. Johnson became an accomplished quick-change artist himself, an attribute that would bewilder subordinates for the next twenty years.

By the early 1970s Ross Johnson was forty years old and still hadnt run his own show. When a headhunter offered him that chance, he leapt at it, jumping this time to become president of the Montreal-based Canadian arm of an American food company, Standard Brands. Standard Brands had been created in 1928 by the House of Morgan, which had merged Fleischmann Distilling & Yeast Company, Royal Baking Powder, and Chase & Sanborn Company into one entity. That alone told Johnson something about the companys problems. Chase & Sanborn coffee was a tired old brand, and yeast and baking powder seemed like pioneer-era remnants. A ponderous, second-tier organization, Standard Brands over the years had evolved into an employer of quiet tinkerers, who came up with a sugar substitute called high-fructose syrup and developed Fleischmanns Margarine, a low-cholesterol spread. Year in, year out, the companys timeworn credo fronted its annual report, affirming Standard Brandss commitment to use the fruits of the earth to provide a good quality of life for those we serve.

Johnson found Standard Brands hopelessly outdated. This was the age of marketing, of movement, and these people were trafficking in fats and oils. The Canadian subsidiary was a mess. Johnson, the ex-Pesketteer, hit Standard Brands Canada like a hurricane. In his first year, he bounced twenty-one of the top twenty-three executives, and to replace them he looked for the kind of free-spirited young men he had attracted throughout his career. Peter Rogers, an Englishman working for a Canadian candy company, had a reputation as a brilliant, profane loose cannon. No fucking way, Rogers said when first approached by Johnson. Your company treats people terribly, and its messed up every acquisition its ever made. But Rogers came; he would stay with Johnson for fifteen years. Johnson also snagged Martin Emmett, an aristocratic South African, who canceled a transfer to Australia to join Johnsons growing band of Merry Men. In later years the two became so close they were dubbed Martini and Rossi.

The pair became the core of Johnsons rogue managers, dedicated to shaking up Standard Brands Canada by day and draining bottles of spirits by night. Johnson assigned them nicknames: Rogers was The Rook, for Canadian Olympic Drinking Team rookie; Emmett was The Big E, for his lanky frame. Jim Westcott, a personnel consultant, was Buddha, for his girth and wisdom. Johnson himself was The Pope.

As in Toronto, Johnson proved himself adept at working his way into Montreal society. Paul Desmarais, the influential chairman of a big manufacturer, Power Corporation, sponsored Johnsons membership in the exclusive Mount Royal Club and introduced him to the tight-knit Montreal business community. Among Johnsons new friends was a young lawyer named Brian Mulroney, who would go on to become Canadas prime minister. His confidence building, Johnson settled into a routine that would endure for fifteen yearsstaying up until all hours with his pals, talking business, sipping Scotch, and smoking cigars. Unorthodox, yes, but his guerrilla band produced results, and it got Johnson noticed. In 1973, he was promoted to head Standard Brandss international operations.

He moved to New York. Cocksure, buoyant, bubbly, Johnson was utterly unintimidated by the city. He felt he had been born to the moment. To his peers at Standard Brandss headquarters, Johnson was a brash upstart, an overnight success. They knew nothing of the hardscrabble childhood in the provinces, the twenty-one years of anonymity. In fact, Johnson was the consummate late bloomer, a man who at age forty-two was only now starting to find his stride in life.

He bought a house in the tony Connecticut suburb of New Canaan, and secured a sought-after seat on the New Canaan Club Car, a hangout for executives that was attached to the end of the 7:30 New Haven Railroad run. There, amid comforts not available to the average commuter, Johnson was introduced to a high-powered group, men such as Rawleigh Warner, the chairman of Mobil Oil. Every morning they played bridge, read the morning newspapers, talked business. Johnsons long brown hair, wide ties, and pigskin coats stood out, and the other executivesevery hair in place, every other suit pin-stripedrode him unmercifully. The mod young Canadian would jovially give it right back. You old stiffs, you old farts, he would say, The world has gone right by you.

Johnsons new boss, Henry Weigl, though, was no joking matter. Weigl was a tyrant who ran a tight, spartan company. His proudest accomplishment was a twenty-year string of annual profit increases since becoming president in the 1950s. He did it in part by making certain results went up each year just so much and no more. That way the company wouldnt be hard-pressed to top its performance the following year. It also helped that Weigl could pinch a penny until it screamed.

Unlike the posh corporate headquarters that dotted midtown Manhattan, Standard Brandss offices were stark: linoleum floors and steel desks. Only the highest echelon qualified for carpeting and wooden desks. The rotary phone dials were locked at five each afternoon to prevent after-hours personal calls. When Standard Brands managers traveled, they were required not only to fly coach, but also to take the cheapest form of transit to the airporta bus. On the road they stayed at Howard Johnson motels, because that chains restaurants were major customers for Chase & Sanborn. Weigls tightfistedness extended to big-ticket items as well. When a Standard Brands director and investment banker named Andrew G. C. Sage II put together an acquisition for the company, he was stunned to receive a letter from Weigl saying, in essence, Thank you for the donation of your time. Sage tore up the bill he had been preparing.

Unlike the garrulous Johnson, Weigl spent so much time holed up in his office he was known as Henry the Hermit. Subordinates lived in fear of being summoned inside. Johnson once sat in on the tongue-lashing of a junior executive. The victim was excused, and Johnson remained to talk with Weigl for a moment. When he came out, the poor fellow was lying spent in the hall, hyperventilating. Weigl once thought he saw the head of the tax department sneaking out of work early. He told an aide to investigate and fire the man. The aide came back to him and said he must be mistaken; the man had been working late. Look, Weigl snapped, you can either fire him or fire yourself. (No one was ultimately fired, but people on Weigls floor began tiptoeing downstairs to catch the elevator at the next floor at days end.) At a Christmas party, Weigl observed an executive who he thought rather too jolly. He ordered Johnson to fire himbefore Christmas. Johnson did the deed but softened the blow by giving the executive and his family a vacation trip to Canada. Fogged it, as he described the tactic.

Soon Johnson was getting pretty good at fogging it. When senior vice president Lester Applegate was forced out by Weigl, Johnson hid him on the Canadian payroll. At first Johnson managed to avoid Weigls wrath. He delivered results and was out of the country half the time visiting the companys far-flung international operations. But Johnsons flamboyant style guaranteed an eventual collision with his indomitable boss.

As phone locks clicked on, ending each Standard Brands day, Johnsons second shift was just beginning. Always drawn to celebrities, he soon befriended the former football star Frank Gifford, then announcing Monday Night Football and pitching ads for Standard Brandss Dry Sack sherry. The two men took to hanging out at Manuches, the successor to Toots Shors as the prime watering hole for New Yorks sporting elite. Johnson was a hopeless sports nut, and through Gifford he met an array of big names: football commissioner Pete Rozelle; race-car mogul Roger Penske; broadcast buddy Don Meredith; Roone Arledge, who headed ABC Sports; Don Ohlmeyer, his crack producer; and a young man Arledge and Ohlmeyer shared as protg, John Martin. Johnson and Gifford grew so close they began working together on an annual charity banquet called Dinner of Champions, where people paid a lot of money to mingle with Giffords starry friends. The Giffer, the glitz, the contacts: Johnson thrived.

Beaten-down Standard Brands executives rallied around this buoyant newcomer. Senior managers had to endure an all-day meeting with Weigl once a month. Johnson repaired their spirits afterward by leading all-night drinking sessions he called The Monday Evening Wrecking Club.

So, too, did he become a favorite of the Standard Brands board. In contrast to the prickly Weigl, Johnson talked with board members casually and comfortably. They rewarded him by naming him a director in 1974 and promoting him to president a year later. Weigl, sniffing a challenge to his power, did a slow burn. He forbade contacts between directors and executives outside his presence. When one of the directors, a New York lawyer named Watt Dunnington, gave a cocktail party and invited Johnson and the companys general counsel, Weigl was furious at all of them.

Johnson thought Weigl was looking for ways to trip him up. He was given a Mission Impossible: sell the companys hapless chemicals division. Miraculously, he drew an offer of $23 million. Stubbornly, Weigl wouldnt sell it for less than $24 million. Deftly, Johnson struck a side deal. The buyer would pay $24 million, but get $1 million of it right back under the table from a Standard Brands subsidiary. Weigl, not knowing about part two of the deal, approved it. My greatest sale, Johnson would recall.

In January 1976, the board named Johnson chief operating officer, making him Weigls heir apparent. Many employees cheered the coming emancipationbut not all. Weigl received two anonymous letters from Canadian staffers complaining of lavish spendingMartin Emmetts three company cars and chauffeur, sayand expense-account abuses. Weigl, who had torpedoed successors before, jumped on it. He dispatched a team of auditors to Canada. The going was slow. But eventually Weigl learned of Johnsons huge New York limo tab, which the company was picking up. He began gathering information on Johnsons extramarital affairsfertile territory, with Johnsons first marriage on the rocks.

Johnson, meanwhile, prepared for war. A headhunter who gathered employee intelligence for Weigl became a double agent, also reporting to Johnson. A gathering of conspirators descended upon Johnsons New Canaan home over several weekends: Peter Rogers from Chicago, where he now ran the Planters Nut and Curtiss Candy businesses; Martin Emmett from Toronto, where he headed Standard Brands Canada; and Ruben Gutoff, a senior vice president, from New York. Together they assembled a report that would show how Weigls tightfisted ways were slowly strangling Standard Brands. As for the tail on Johnson, two could play that game. Soon, Weigl was pretty sure he was being followed.

Then, a spark. Johnson had allowed an executive fired by Weigl to exercise his stock options after leaving the company. When Weigl found out, he was furious. He hadnt fired the man to see him profit on stock options. He called up Johnson, who was out of town, and gave him ten kinds of hell. Johnson should have canceled those options, Weigl stormedand stormedand stormed. Exercising those options had been totally legitimate, Johnson protested, and blocking it would have been against the law. Well write our own law, Weigl declared.

Finally Johnson could take it no longer. Henry, you can take it and shove it, he said, and hung up.

The breech was now total, and that afternoon Johnson phoned two of the boards most powerful members to tell them so. Look, Im gone, he told Ellmore (Pat) Patterson, chairman of Morgan Guaranty Trust. This guy is completely mad. I figured I could hold it and hold it, but I cant anymore. He made the same speech to Earle McLaughlin, chairman of the Royal Bank of Canada, who had championed Johnsons rise at Standard Brands. Well, we figured it would happen, McLaughlin said, but urged him not to move precipitously. When a special board meeting was set to discuss the matter, Johnson agreed not to resign and circulated the same message to his coconspirators. Keep your powder dry, he said.

Then, less than two weeks before the board meeting, a popular Standard Brands executive named Bill Shaw dropped dead of a heart attack. The cause, everybody believed, was extended overexposure to Henry Weigl, and while that postmortem was medically dubious, Shaws death did manage to crystallize the rebellion. Ross, youve got to do something, said Bob Carbonell, who ran research and development. If you dont do something, sputtered Emmett, were all gone.

It all came to a head on a Friday morning in mid-May, when the directors convened. As Johnson waited outside, Weigl recited the litany of abuses his auditors had found. Weigl concluded by proposing a two-year extension of his contract.

As his cronies wandered Central Park, Johnson was ushered in to address the board. He admitted to minor expense-account violations, but said he wasnt going to fight Weigl any longer; the man was impossible to work for. Gentlemen, he said, all I can tell you is Im resigning. What other executives would do, only they could say. Then he offered up the bleak analysis of Standard Brands that he and his pals had prepared. The shit is going to hit the fan within twenty-four months, he predicted.

Johnson left the room while the board caucused, and when he returned, Weigl was no longer in the chairmans spot at the head of the table. Instead he was sitting partway down it, white as a ghost. Ross, heres what were planning to do, a board member said. Henry will continue as chairman and chief executive officer, and you will be made the president and chief executive in another year, when he retires.

Johnson should have been thrilled. Instead, he said, That wont fly. He stepped out, then returned to a new offer: Weigl would remain chairman until his retirement, and Johnson would become chief executive immediately. Johnson approved, with one provision: that Henrys office wont be in the headquarters building.

That bit of hardball brought Johnson command of a New York Stock Exchange company. Afterward he and the Merry Men toasted their victory with martinis late into the night. It had, they agreed, been a splendid coup. It wouldnt be their last.

Henry Weigl ultimately exacted a small measure of revenge. Some time later Johnson, looking for a Florida vacation home, bought a splashy yellow villa in the exclusive Lost Tree community in Palm Beach. Life at Lost Tree revolved around its country club, but by the time Johnson applied for admission, Weigl, also a Lost Tree resident, had begun a campaign to blackball him. Embarrassed, Johnson withdrew his application and ultimately moved up the coast to a town named Jupiter, where he bought and combined a pair of oceanside condominiums. A Johnson supporter in the coup, the director Andrew Sage, bought his Lost Tree home. When Henry is dead and buried thirty years Im still not going near his grave, Johnson said years later, because I just know a hand is going to reach up through the ground and grab me by the throat.
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After Weigls ouster staid old Standard Brands became Phi Delta Johnson. Out the door went the linoleum and steel decor. Gone, too, was the prohibition on first-class travel. In no time, Johnson leased a corporate jet and acquired a company-owned Jaguar. Overnight the corporate culture was transformed into a facsimile of Johnsons flip, breezy manner. Now when Standard Brands managers met, the sessions were laced with outrageous profanity and raucous challenges. All right, Johnson liked to convene problem-solving meetings, whose cock is on the anvil on this one? The fraternity house mien extended to all levels. Standard Brands executives didnt say, I beg to differ, they said, You have no fucking idea what youre talking about. Standard Brands executives had no use for reports and slide shows; they were expected to cut to the heart of the matter. To do otherwise invited Johnsons favorite withering line: That was a blinding glimpse of the obvious (sometimes shortened to simply a BGO).

Often, it took only a short colloquy with Johnson to dispatch a bad idea. Once, a Planters executive came in with a proposal for a regional advertising test. Could you afford to do this sort of thing nationally? asked Johnson. No, the fellow replied. Then what the fuck are you doing it for? asked Johnson. End of story. In a company filled with creatively profane people, no one was more profane than Johnson. Even when he gave interviews for publication, they came tumbling out. A woman who transcribed one of them handed the completed Q & A back to the interviewer, saying, Heres the fucking transcript.

Johnson had no use for long meetings when short ones would do, or when he was due on a golf course. For that matter, he had no use for traditional business hours. He would call you at five oclock and say he wanted to meet you at midnight, recalled John Murray, who headed the Standard Brands sales force. Or he would get together with you for dinner at seven P.M. and youd wind up rambling until five A.M. Johnson firmly believed that true inspiration and insight happened only after hours. Babies, he said, are only born at night.

On a typical evening, Johnson and his Merry Men would knock off around seven-thirty and head out en masse for the night shift. They would stake out a table at Manuches and drink until it closed, convening afterward at Johnsons new company-owned apartment, where they would order out for pizza or Chinese. When most other Fortune 500 executives were long asleep, Johnsons band would change into rumpled sweatsuits and settle back for a long night of drinking, talking business, and kicking around ideas. By the wee hours, those still conscious would collapse into the twin beds in the two bedrooms or onto the living room couch. In the morning Peter Rogers would fix breakfast, and they would be off to the races again. It was, recalled Johnson, like Boys Town.

Johnsons life began to resemble nothing so much as an endless buddy movie. The nicknames just kept coming: Carbonell, the Salvadoran R&D chief, was El Supremo; Ferdie Falk, who headed the liquor business, was The Fonz; Mike Masterpool, a public relations officer brought in from General Electric, was M3; and Ward Miller, the finicky corporate secretary, was Vice President of Worry. If Johnson didnt have a nickname for someone, he addressed them with the generic pards, as in pardner. His closest partner became Emmett, who now replaced Johnson as head of international. Martini and Rossi were constant companions, conferring in their own personal shorthand. Johnson lavished gifts on Emmett, including a luxurious corporate apartment and an unlimited expense account. Other members of Johnsons fraternity wondered, in their crude way, how The Big E managed to get so close to The Pope. Martin, one quipped, must have a picture of Ross fucking a pig.

Yet Johnson could be fickle. He tended to get high on people, only to drop them. Sometimes he simply tired of a persons company, like an eight-year-old who moves on to a new playmate. Ruben Gutoff lasted only seventeen months as president of Standard Brands. His crime, it seemed, was that he moved too slowly: He wanted to hold monthly meetings of a commodities committee when commodities decisions had to be made hourly. He wanted to see tear sheets of every Standard Brands ad, when there were thousands of them a month. Johnson fired Gutoff with no remorse, as he did a number of other young executives who fell from his favor.

Ross, youre a rotten fuck, a member of his entourage told Johnson after a particularly tough firing.

Johnson smiled. Youre one of the few people who know me, he replied.

Andy Sage, the board member who rescued Johnsons Florida real estate, proved equally helpful as chairman of Standard Brandss compensation committee. When Johnson took power, Weigl had been making $200,000, Johnson $130,000. With Sages help, Johnson pushed his own salary to $480,000. Many executives saw their salaries doubled. Pay at Standard Brands went from the bottom of the industry barrel to the top of the heap.

Johnson didnt stop there. Top executives were also ensconced in company apartments, enjoyed a private box at Madison Square Garden, and got country-club memberships. At one new country club in Connecticutwhose founders were lucky enough to be friends of Johnsontwenty-four Standard Brands managers had memberships. Johnson also kept himself stocked with whip moneylarge bills to be whipped out of his suit pocket. Shortly before Christmaspeak tipping seasonhe was heard telling his secretary, Get me an inch of fifties, will you?

The hallmark of Johnsons reign was the personal touch. He had an overriding rule he felt free to invoke at any time: The chief executive can do whatever he wants. When a friend, Manhattan restaurateur Michael Manuche, went out of business, Johnson took him on in public relations; later he put him in charge of the Dinah Shore LPGA golf tournament. Johnson gave Frank Gifford an expanded contract and an office at Standard Brands. Johnson liked having Gifford around so much he decided to bring on a whole stable of athletes, including Bobby Orr and tennis star Rod Laver, to help with promotions.

The jocks were also called on to play an occasional round of golf with the supermarket executives so important to the Standard Brands sales force. Many seemed to really be Johnsons courtiers, primarily, a fact that puzzled some of the stars themselves. Alex Webster, the former New York Giants fullback, recalled bumping into Johnson in an elevator in 1978 and being introduced by their mutual friend Gifford. The next day, Gifford called Webster to say that Johnson wanted him to go to Montreal to address a grocers group. But I dont know anything about Standard Brands, Webster protested. Just tell them some stories and thank them for their business, Gifford advised. Webster would keep doing it for Johnson for more than a decade.

Jocks were just the beginning. As head of Standard Brands, Johnson became the King of Schmooze, cultivating friendships with corporate chieftains such as Martin Davis of Gulf + Western and James Robinson of American Express as well as other big names, such as the fashion designer Oleg Cassini. Johnson did it with generosity. You had to be careful never to say you liked his sweater, because hed take it off his back and give it to you, recalled one Standard Brands executive. He did it with a carefully cultivated sense of style, including the grand entrance. Johnson arrived twenty minutes late, punctually, to everything. If youre on time, no one notices you, he would say. If youre late, they pay attention. And he did it with his usual good humor, telling the best dirty jokes in the club car each morning and being the most convivial partner on the golf course.

Johnsons immediate business challenge was to keep Standard Brands from collapsing. No sooner had he taken the helm in 1976 than sugar prices fell, hammering Standard Brandss key corn sweetener market and leaving the company with operating profit declines for two straight years. Johnson had his young controller, Ed Robinson, put together what he called a bad things report, highlighting all the companys rotten corners. One was the liquor division, which held huge inventories of wine. Johnson met with the bottle kissers, as he called the vintner-managers there. Oh, Meester Johnson, this eez too good to sell, they said of the wine, as Johnson later related the story. His response: Cut the price in half and move it.

A former accountant, Johnson camouflaged the companys poor results with an occasional bit of financial sleight of hand, sometimes stretching generally accepted accounting principles to their generally accepted limits. Even when Standard Brands was posting profit declines, however, Johnson couldnt muster any interest in cutting costs. Give me the guy who can spend creatively, Johnson would say, not the one whos trying to squeeze the last nickel out of the budget. (The public relations department, which took care of entertainment and extravaganzas, was headed by a man Johnson liked to call, among other things, Numero Uno. Mike Masterpool, he said admiringly, is the only man who can take an unlimited budget and exceed it.) But line managers had to scramble from quarter to quarter to make their numbers. The unofficial motto of the day was Get through the night.

Johnson tried to compensate for the companys poor showing by devising jazzy new products, an effort that led to what one analyst called some of the most celebrated failures in the food industry. The first was Smooth N Easy, an instant gravy mix sold in the form of a margarine bar, which could be melted in a skillet and whipped into chicken gravy, white sauce, and brown gravy flavors. The result of Johnsons all-night brainstorming sessions, it bombed in the supermarket. Johnsons move into Mexican foods flopped, too, crushed by the marketing muscle of a competitor, Frito-Lay.

In 1978 Johnsons love for sports and knack for marketing disasters combined in the ill-fated Reggie! bar. Named for one of Johnsons new friends, baseball star Reggie Jackson, the candy was handed to each fan entering Yankee Stadium on opening day that year, and when Jackson swatted a home run, Reggie! bars came raining onto the field. The Reggie! itself was a chocolate-and-peanut-cluster concoction made for years in Fort Wayne, Indiana, and called the Wayne Bun; Johnson had simply renamed it and taken it national. (Its namesake didnt help any. In promotional appearances Jackson seemed less interested in talking baseball than talking up pretty women.) Sales flagged, and by 1980, Reggie! was sent to the showers. (Jackson, however, was not: For years Johnson kept him ensconced in a company apartment, complete with a company car and a personal-services fee of $400,000 a year.)


If this all seemed a tad chaotic, Johnson didnt mind. In fact, he encouraged it. Ever the Pesketteer, he reorganized Standard Brands twice a year, like clockwork, changing peoples jobs, creating and dissolving divisions, reversing strategic fields. To outsiders it seemed like movement for movements sake. Johnson framed it as a personal crusade against specialization. You dont have a job, he told the Merry Men, you have an assignment.

To Ross, said Paul Kolton, a former Standard Brands director, the nature of any organization was that it got fat, dumb, and happy. He never took the line, If it aint broke, dont fix it. To him, somethings always broke.

Through the rough times, the Standard Brands board never rapped its young chiefs knuckles. Johnson, mindful of Weigls fate, treated the directors like kings, making certain to throw some of the stardust from his jock stable their way. (Hey, meet my friend Frank Gifford!) One of the most important jobs a CEO has is the care and feeding of the directors, Johnson said. He had always been good at flattering older men, and he was a genius for putting the best spin on bad news or dissolving a tense situation with a bon mot. When Standard Brands auditors complained to the board for two years running about questionable accounting procedures at their Mexican joint ventures, the board demanded an answer from Johnson. The real answer was that jawboning his Mexican partners into following U.S. accounting rules had been impossible, and Johnson had given up trying. What he told directors was, Did you ever try steering a motor boat from water skis? The board dissolved in laughter and pursued it no further.

Only occasionally would his loud wardrobe or blue language push the boards limits. Johnson once brought the board word of a new wine he thought would be terrific. It was called French Kiss, Johnson announced. The directors recoiled. Couldnt we try something a little less explicit? they wondered. Johnson had his way, and when the wine was brought to market, French Kiss lasted about as long as Reggie!

The party at Standard Brands went on like that for four years: constant upheaval, a string of marketing disasters, ho-hum profits, but lots of fun, money, and perks for Johnson and his friends. Finally, in 1980, the free-spending environment he fostered got Johnson into serious trouble. One of his senior officers, Bob Schaedler, discovered a stream of unexplained payments flowing from the companys international operations to what appeared to be a dummy corporation. The shell company, Schaedler learned, was headed by Martin Emmetts chauffeur and seemed to be billing Standard Brands for thousands of dollars of Emmetts personal expenses: food, clothes, furniture, carpets, and televisions.

Schaedler, a rival of Emmetts, quietly took the matter to Howard Pines, the companys personnel chief, and Les Applegate. Applegate, who had fallen from Johnsons favor, was about to step down from the presidency to make way for none other than Emmett himself. The trio agreed the matter couldnt be taken to Johnson, who would probably bury itand maybe them as wellto protect his best friend. They decided to go directly to the board.

Johnson was in fine spirits as the boards audit committee convened a day before the July directors meeting. Emmetts promotion to president was to be approved the next day, and Mike Masterpool had already leaked it to Business Week to make the magazines early deadline. A pair of directors, Pat Patterson of Morgan Guaranty and Paul Kolton, came in late, grim faced. They had just met with Schaedler, who had shown them a suitcase full of the Emmett receipts. They turned to Johnson. Could he explain it?

Johnson appeared shocked. He didnt know what had happened, he told the directors, but he damn sure intended to find out. The next day he reported the beginnings of an answer. For one thing, Emmetts chauffeur wasnt a typical chauffeur, but a former Central Intelligence Agency operative who had set himself up in business, with Standard Brands International as his only customer. He bought things at Emmetts behest, Johnson explained, but Emmett, when confronted, insisted everything was aboveboard. Johnson went to bat for his buddy: Investigate it thoroughly, he said, but allow Emmett to become president now.

Emmetts elevation to the presidency was announced, but not a subsequent internal probe by the companys longtime law firm. As the months wore on and the investigation continued, there was rampant speculation inside the company that both Johnson and Emmett would lose their jobs. In September, the final verdict was reached: bad judgment, perhaps, but no bad deed. Emmett got off with a slap on the wrist. Instead it was his three accusersSchaedler, Pines, and an executive named Ed Downsthat Johnson fired. Applegate was banished to being a consultant.

Im sending you people out on the boat, Johnson told the trio, and youre not coming back. The episode was to be forever known among Johnsons entourage as the boat people incident. For Johnson, it provided one of the few moments of jeopardy and strain he would ever know with a board.

Afterward, he seemed restless. After four years Standard Brands was still an erratic performer. Its profits were growing again, but no faster than the rate of inflation. Its rate of return was well below the industry norm. Carbonell was working on all sorts of projects out at the R&D centera fat-free peanut and improved fermentation for corn syrup, yeast, and vinegar. But new products took time, and Johnson was growing fidgety. For a while he kept busy by selling the yeast business and buying some liquor companies. But it was as if Standard Brands was a toy he had gotten for Christmas, and Johnson, having played with it for five years, was getting bored.

Part of his disaffection was due to the fact that Johnson, now moving into his late forties, was no longer the boy wonder of the mid-seventies. The idea of becoming a sedate corporate elder made him shiver. He wasnt interested in growing older; he longed to be the enfant terrible, the eternal shit-stirring youth. Everything about him, from the still-shaggy hair to his twenty-six-year-old second wife, suggested a corporate Peter Pan. What was needed, it was clear, was a new adventure.

The opportunity came in a curious phone call from a fellow chief executive in March 1981. Bob Schaeberle, chairman of the food giant Nabisco, told Johnson his people had gotten a call from that fellow in Connecticut working for Standard Brands. Johnson didnt know what Schaeberle was talking about. You know, the Nabisco chief said, the fellow who had the idea of merging Standard Brands and Nabisco. Johnson didnt know. Maybe theres something there, and maybe there isnt, Schaeberle said, but I think we should talk about it, Um, sure, Johnson replied.

But first Johnson wanted to discover the identity of the agent provocateur putting his company in play. Who the fuck is this guy? he exploded at a Monday morning meeting of his top lieutenants. Jake Powell, the chief financial officer, and Dean Posvar, the top planner, fessed up. The man was a Greenwich-based business broker they sometimes used to come up with minor acquisition ideas. Apparently he had gone overboard. Well, if there is anything to this idea, Bob will sure as shit never want to do it now, Johnson said. Shit, hell think I dont know what the hell is going on in my own company. And you know what? Hes right. I dont know what the hell is going on.

Nevertheless, Johnson was intrigued. He got together with Schaeberle and liked the man. In a matter of weeks the two executives agreed to merge their companies. Nabisco Brands, as the new company would be called, was formed in a $1.9 billion stock swap in 1981, at the time one of the larger mergers of consumer-product companies. Technically, it was a marriage of equals. But that was considered so much chin music. Everyone knew Nabisco, with dominant brands such as Ritz and Oreo, was the more powerful company. Everyone knew who would be in charge.
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Nabisco had been born a juggernaut. The National Biscuit Co., as it was originally called, was formed in 1898, the result of a transaction that merged one company that owned most of the nations major eastern bakers with another that owned most of the major western onesand ended the cutthroat competition between the two. A product of the turn-of-the-century trust era, Nabisco was often called the biscuit trust. Yet it was also the biscuit pioneer, taking the cracker out of the cracker barrel and for the first time making it a packaged, standardized commodity. It was the first company to bring national marketing and distribution to a hitherto regional product.

The man who created Nabisco was a Chicago lawyer, Adolphus Green. Green, the companys first chairman, took a personal hand in inventing the octagonal soda cracker that was the companys first national product. Uneeda Biscuit, he called it. He selected a company trademark still used today, a medieval Italian printers symbol consisting of a cross with two bars and an oval, representing the triumph of the moral and spiritual over the evil and the material. He designed the packaging and drafted the wording on the box: Uneeda Biscuit. Served with every meal; take a box with you on your travels; splendid for sandwiches; perfect for picnics; unequalled for general use; do not contain sugar. This is a perfect food for everybody, and the price places them within the reach of all.

N. W. Ayer, Nabiscos advertising agency, took it from there. In early 1899, it placed a one-word ad in newspapers and on billboards: Uneeda. Then the next step: Uneeda Biscuit. Then, Do you know Uneeda Biscuit? After that: Of course Uneeda Biscuit! Ayer went on to present an ad campaign that showed a little boy in a slicker with a box of Uneeda Biscuits, a simple, powerful image in an age before Madison Avenue had come to full flower. At the time it was the biggest ad campaign ever, and the first to feature a packaged ready-to-eat food.

Uneeda Biscuit was a smashing success, and set the stage for a torrent of new Nabisco products: the Fig Newton, made by a Boston baker, named in honor of that citys suburb of Newton; the Saltine cracker, from a St. Joseph, Missouri, baker; Animal Crackers, by two of the companys New York City bakers. Nabisco was the first company to figure a way to mass-produce shortbread, and the result was Lorna Doone, an immediate hit. It concocted a combination of marshmallow and jelly, covered with chocolate icing, and named it Mallomar. Even its flops had a silver lining. In 1913, Green came out with a package of three new products known collectively as Trio. He had high hopes for two of them in particular: the Mother Goose Biscuit, which would depict scenes from nursery rhymes, and the Veronese Biscuit, an upscale hard cookie. But it was the third cookie in the trio, which featured vanilla frosting between two round chocolate wafers, that caught on. It would become the bestselling cookie in the world: the Oreo.

Green pioneered the idea of using a direct sales force in the food business rather than a middleman, dispatching salesmen to push Nabisco products across the country. Beginning with the Uneeda Cadets, Nabisco mustered a huge, hardworking army of salesmen who made their appointed rounds in horse-drawn wagons with freshly painted Nabisco logos six days a week, twelve hours a day.

A man who referred to his workers as a great family, Green made Nabisco a benevolent employer. Within three years of its founding, he installed a system for the companys employees to buy stock on cut-rate terms, making them what he called associate proprietors. He refused to employ child labor in an era when it was common. And although he expected his workers to churn out Americas snacks from dawn to dusk, in brutally hot and often hazardous bakeries, he also felt responsible for providing them nutritious meals. In our New York plant, he wrote in a report to shareholders, an employee can obtain a dinner consisting of hot meat, potatoes, bread and butter, and coffee or tea for 11 cents.

Green died in 1917, and with him went much of Nabiscos innovative spirit. His successor, a lawyer named Roy Tomlinson, was less interested in biscuits than the bottom line. Profits quadrupled through the 1920s, but Nabisco was coasting on the enormous success of its early products and on its sales force. When it needed new products, it bought them, including Shredded Wheat in 1928 and Milk Bone dog biscuits in 1931.

Then, in the midst of the Depression, Nabiscos bakers came up with something novel. For years they had been trying to develop buttery crackers like those of some of their competitors. The result, covered with a thin coating of coconut oil and sprinkled with salt, was a completely new kind of cracker. They called it Ritz, and it became Americas most popular cracker almost overnight. Within a year, Nabisco had baked 5 million of them. Within three years, it was baking 29 million of them a day, and Ritz became the bestselling cracker in the world.

But again the company rested on its laurels. For the next decade Nabisco drifted, paying its dividends, keeping out of debt, and baking the same cookies and crackers it had for years. Eventually profits dropped, its bakeries aged, and so did its management. By the mid-1940s, the average age of Nabiscos top executives was sixty-three; they were known as the nine old men. Only when Tomlinson retired, after twenty-eight years, did the company stir again.

Yet another lawyer, general counsel George Coppers, was installed by the board as chief executive in 1945. Coppers had taken weekend management courses at the Harvard Business School and set about reshaping Nabisco with what he had learned. He cleared out the nine old men and brought in a wave of new young ones. Over a twelve-year period he spent $200 million to modernize the bakeries, real money in those days. All the funds came from profits: Perish the thought of debt at good, conservative Nabisco. Coppers allotted huge budgets to research and advertising, dragging down profits but creating a foundation for the future. By the time it built its last new cookie and cracker plant, in Fair Lawn, New Jersey, in 1958, Nabisco had cut its costs, improved its quality, and heaved its way into the latter part of the twentieth century. By 1960, the year Coppers died, Duns Review recognized Nabisco as one of the twenty best-managed companies in the country.

One of Copperss bright young men, an Idaho Mormon named Lee Bickmore, now took the helm. Bickmore began his Nabisco career as a shipping clerk in Pocatello and went on to become a salesman, pushing Ritz and Oreos in obscure corners of Utah, Wyoming, and Idaho. It was only when he wrote an earnest letter to New York headquarters, full of suggestions about training and techniques for salesmen, that he gained notice.


As president, Bickmore expanded Nabisco into foreign markets: Australia in 1960, England and New Zealand in 1962, Germany in 1964, and Italy, Spain, and Central America in 1965. He spent so much time on overseas travel he became known as The Flying President. Bickmore also diversified, moving into frozen foods and making Nabisco the largest shower-curtain maker in the world. He took on a carpeting business and a toy business. He bought a company called J. B. Williams, which made personal-care products such as Aqua Velva shaving lotion and Geritol.

It all bombedthe foreign operations, the shower curtains, the toys, everything. To make up for the losses, Bickmore squeezed Nabiscos cookie and cracker divisions for every penny of profit. He squeezed so hard, in fact, that they began to crumble. The Coppers-era bakeries were deteriorating, and Nabisco no longer had the profits to modernize or replace them. Even after Bickmore retired in 1973, little changed. In the seventies Nabisco was run by decent, slow-moving executives who fostered a culture that venerated past glories. Good men all, but change agents they werent. As one of its ad agency executives put it, How could somebody who makes Oreos be mean?

Nabisco stagnated. No one was fired. No one worked past five. No one raised a voice. No one, not even the new chief executive, Bob Schaeberle, had doors on his office. No one, not even Schaeberle, had a company car or a corporate country club membership.

Then along came Ross Johnson. It was, one wag noted, as if Hells Angels had merged with the Rotary Club.

[image: log]

Bob Schaeberle became chairman and chief executive of Nabisco Brands, Ross Johnson president and chief operating officer. Below him, as the two companies combined their managements, Johnsons Merry Men were positively grouchy.

For one thing, Nabiscos morning meetings began around eight-thirty, in the midst of their hangovers. In contrast to Standard Brandss free-for-all bull sessions, Nabiscos deliberations were carefully choreographed. Executives sat around a table, each making a fifteen-minute presentation on a particular cookie or cracker. At the end of each, questions were invited. Rarely were there any; it seemed bad form. It would drone on like this into midafternoon, with a break for lunch. Johnson often arranged to be summoned from the room by a phone call, never to return, leaving Rogers and Carbonell and the others to silently squirm.

Then one day, John Murray, the Standard Brands vice president for sales, could stand no more. It came during an especially tiresome discourse on procedures for closing company offices during snowstorms. In the event of a bad storm, a Nabisco executive said, workers would be given notice that offices would close in a matter of hours. That enabled those who needed rides a chance to line them up, and gave the company a chance to organize van pools and bring the day to an orderly conclusion. Obviously pleased with himself, the executive invited questions.

I cant fucking believe this! Murray exploded. If its dangerous out there, dont wait two hours; close the place down. Nobodys going to do shit for those two hours, anyway. Thats fucking ridiculous. A stunned silence ensued. Finally Jim Welch, a senior Nabisco executive chairing the meeting, broke it. I agree with John one hundred percent, he said.

It was one of the first shots of the cultural revolution that would transform Nabisco. Meetings began to loosen up. Murray would be detailing the performance of Fleischmanns Margarine, only to be interrupted by a shout from Peter Rogers: Tell em about Blue Bonnet Baking Margarine. That brand, of course, was faring poorly. Nabisco executives prided themselves on the companys elaborate planning procedures, compiled in thick, multiyear projections and operations outlooks. Johnson chucked them all. Planning, gentlemen, is What are you going to do next year thats different from what you did this year? he told them. All I want is five items.

On paper Schaeberle remained the top executive of Nabisco Brands, but Johnson found it easy to get his way. Their offices were adjacent, and Johnson wasted no time ingratiating himself with the boss. He deferred to Schaeberle in every regard, obsequiously addressing him in meetings as Mr. Chairman. Johnsons many country club memberships were paid for by the company; he insisted that Schaeberles dues be picked up, too. They were. Johnson and his executives drove flashy company cars; he insisted Schaeberle and his aides do so, too. They did. Johnson donated $250,000 to Pace University to endow a Robert M. Schaeberle Chair in accounting. Surprised by the announcement at a Pace dinner, an honored but stunned Schaeberle said, Whos going to pay for this?

The company was, of course. The company also had to vastly upgrade its pay scale, since thirty-six Standard Brands executives made more than $100,000 compared to fifteen Nabisco ones. Johnsons base pay was more than double Schaeberles, requiring a vast raise for the chairman. He accepted it reluctantly, but later balked when told his 1983 salary and bonus would total more than $1 million. What would the shareholders say? Schaeberle ordered that his bonus be cut enough to get him back into six figures. Johnson talked him out of it, saying he had it coming to him. If Schaeberle made a million, Johnson had it coming to him as well, of course.

Johnson continued to upgrade his own life-style, buying a huge French chateau-style house with a forty-acre estate in Sparta, New Jersey. He attempted to commute via helicopter to Nabiscos headquarters in East Hanover, New Jersey, but was thwarted when town fathers repeatedly refused to allow helicopters to land there.

Slowly but surely, Johnson closed his grip around Schaeberles company. One by one, veteran Nabisco executives began to vanish, replaced by Johnson men. The fall of Nabiscos powerful chief financial officer, Dick Owens, was a prime example of the way Johnson worked. At the time of the merger, Owens appeared to be at the height of his powers. He was made an executive vice president and sat on the combined companies board. Whatever Owens wanted, Johnson got him. He approved a steady stream of Owenss requests for new aides: a senior vice president here, a vice president there, a veritable raft of assistant vice presidents. In Johnsons warm embrace, Owenss financial fiefdom grew steadily.

Then one day Johnson walked into Schaeberles office with his brow furrowed. Dick is building up a huge financial organization, Johnson fretted. With unassailable logic, he laid out the dangers of substituting the analysis and judgments of people at headquarters for those of line managers. We shouldnt be doing the numbers for the business managers, Johnson suggested.

Well, Schaeberle asked, what should we do?

I think Dick is congenitally incapable of decentralizing, replied Johnson. I think we need to make a change.

And so Owens was shunted aside, replaced, for a time, by Johnson himself. Johnson immediately installed Standard Brands people beneath him, and replaced Nabiscos financial controls with a system devised at Standard Brands. Only Standard Brands people seemed to understand the new system, which suited Johnson fine. Having changed the playbook, Johnsons troops now emerged victorious in a string of minor bureaucratic battles. At any meeting, recalled a former Johnson lieutenant, you could embarrass the Nabisco guys.

Johnson had Standard Brandss Dean Posvar named planning director, a job that put Posvarand thus Johnsonin charge of board presentations and enabled the Johnson troops to define and thus control board discussion. Johnsons crony Mike Masterpool took over public relations, giving him control of the outward dissemination of information as surely as Posvars planning group and the financial apparatus regulated the inner flow.

It was the same story all the way down the line, thanks to another Johnson move. Schaeberle had originally planned to keep Nabisco and Standard Brands operations separate within the combined company. But on Johnsons suggestion, they were integrated. As departments were combined, the timid Nabisco executives were forced to swim with the Standard Brands sharks. When choices for a top position had to be made, Johnson walked into Schaeberles office and, while insisting he wasnt playing favorites, laid out a compelling case for the Standard Brands man. Youre right, Schaeberle would say. This guy is better.

To some who caught Johnsons act during this period, he was less a business dynamo than a corporate Eddie Haskell, sucking up to Schaeberle while kicking the Beaver in the teeth. Whatever the case, it worked: Within three years, twenty-one of the companys top twenty-four officers were Standard Brands men. The Nabisco officers had been killed so softly that Schaeberle never realized what had happened. At meetings, he would say, Its so great to see all these young people around the table.

As Johnsons power grew, much of Nabiscos future began to be planned at all-night drinking sessions at his apartment. The roster hadnt changed much in ten years. There was Peter Rogers, still The Rook; Martin Emmett, The Big E; and Bob Carbonell, El Supremo, among others. Johnson, The Pope, used the sessions to throw out all manner of ideasfor restructuring the company, for hastening the Old Guards exit, for new products. Many were profanely hooted down, and Johnson, sipping Scotch, would cheerfully withdraw and move to the next.

Even as he reshaped its executive suite, Johnson moved to mold Nabiscos business mix to his own tastes. On its face it was an impossible taskNabiscos vast, entrenched bureaucracy seemed impervious to changebut with his newfound sway over Schaeberle, Johnson made steady progress. It was always Johnson initiating, Schaeberle assenting; Johnson spinning out sweet reason, Schaeberle accepting it. You know, it just doesnt make sense to have anything thats not number one or number two in its industry, Johnson would say. Thats right, Ross, Schaeberle would reply.

In the last quarter of 1982 alone, Johnson sold J. B. Williams, Freezer Queen frozen foods, Julius Wile wine and spirits, Hygiene Industries shower curtains, and Everlon Fabrics draperies. At the same time, he cut loose some of Standard Brandss old businesses: Chase & Sanborn and high-fructose syrup. Johnson discovered he was an excellent auctioneer. Nobody thought that J. B. Williams, home of over-the-hill brands such as Geritol and Aqua Velva, would fetch more than $50 million. But Johnson unloaded it for twice that, applying his usual charm and telling potential buyers how badly Nabisco had been running the business. He convinced them that Williams had worlds of unexploited potential. I learned, he said, you always tell people how badly youve been running the goddamned company, so theyve got some upside.

As successful as his manipulations were, Johnson could see it would take something like wartime conditions to attain a complete overhaul of Nabisco Brands. To his surprise, he soon reached that juncture in a period that came to be known as the cookie wars.

Nabisco had fairly invited attack on its position atop the multibillion-dollar cookie business. It had grown soft: Its bakeries were old, its profit margins were big, and it dominated its few competitors. The companys Pearl Harbor came in Kansas City. The attacker was Frito-Lay, the nations premier salty-snack maker, home of brands such as Ruffles, Doritos, and Tostitos. Frito-Lay hit the Kansas City shelves in mid-1982 with a new line of soft cookies called Grandmas. Cocky Frito executives boasted publicly how quickly Grandmas would thrash Nabisco, which didnt make a soft cookie. Nabiscos lock on the cookie business, they predicted, would break, and the $2.5 billion market would become a Coke-Pepsi kind of thing. The Frito generals looked as good as their word in the early days, capturing 20 percent of the Kansas City market.

Even as Johnson scrambled to meet that onslaught, another attacker struck. Procter & Gamble, the Cincinnati consumer goods giant, unveiled its own Duncan Hines line of soft cookies. P&G began construction on a massive bakery, applied for a patent on its cookies, and started its own assault on Kansas City. Within days the city became a cookie-crazed battleground. Spurred on by coupons, special displays, and advertising, Kansas City consumers were buying 20 percent more cookies.


Nabisco was getting clobbered. But Johnson, as always, remained upbeat and confident. There were problems with soft cookies nobody had yet focused on, he assured Nabiscos worried directors. He told them how he had eaten some of the competitors cookies late one morning, then gone off to lunch depressed because they tasted so good. When he returned later, he found the remaining cookies stale.

Well, how stale were they? a director asked.

Ever try biting into a hockey puck? Johnson replied. Everyone roared. The Pope was already a board favorite.

At first all Johnson could do to retaliate was to cram more chips into Nabiscos Chips Ahoy chocolate chip cookies. In the meantime, he used the wartime footing as an excuse to rid the companys top echelons of its remaining Nabisco veterans. Look, he told Schaeberle, the guys that got you in trouble arent going to get you out of it. Schaeberle, as always, agreed. Peter Rogers was brought in to head the war effort, while Carbonell flogged the R&D people to develop Nabiscos own soft cookie.

By mid-1983, Nabisco was ready to counterattack. With the introduction of its own soft cookie entry, Almost Home, it joined the battle for Kansas City. It was a holocaust, Johnson would later recall. P&G would coupon one dollar, wed coupon a dollar fifty. Bodies flying all over the place. Johnson didnt care what the coupons cost. He didnt care what overtime his salesman put in for. Nabisco was going to take back those shelves.

In the end Johnson and Nabisco lost the struggle for Kansas City. But they won the war. The two newcomers didnt have the mass production and distribution systems in place to quickly go national. Once Nabisco had a product, it established impenetrable beachheads in city after city before the competition could arrive. By 1984, the cookie wars were all but over.

As the smoke cleared, Johnson emerged triumphant, both inside and outside Nabisco. As far as Schaeberle and the board were concerned, he could do no wrong. That year Schaeberle rewarded Johnson by ceding him the title of chief executive. Nabiscos huge new research center was about to be unveiled, and Johnson, in a spasm of flattery, repaid the favor by naming it the Robert M. Schaeberle Technology Center. Schaeberle was moved. The Merry Men thought it was a brilliant way to put Schaeberle out to pasture. A man who had his name on a building, they reasoned, might as well be dead.


After only a decade in New York, Johnson had achieved the pinnacle of success: CEO of one of Americas great food companies. He was a new breed of chief executive for a new age of American business. The old-timers at Standard Brands had seen themselves as corporate stewards. Your company is the ship, they would say, the chief executive is only the captain. That steady-as-she-goes ethos was fine for men scarred by the 1930s and scared to make waves. But Johnson, like many of his peers, hadnt lived through a Depression, hadnt fought a world war, and wasnt about to acknowledge limits. He was no old-style team player but a Broadway Joe or Reggie Jax, an iconoclastic superstar, a cool, television-age man loyal to little but his own whims.

To outsiders, he was the same old backslapping Ross. In his early fifties, he was tall and slim and wore his silvery hair boyishly long. The only hint of Canada was in his voice: he said bean instead of been, sprinkled his jokes with the British bloody, and occasionally ended a sentence with eh?

But even as he assumed Nabiscos throne, Johnson seemed to lose interest in running it. Glitz now fascinated him far more than Ritz. If they werent off with Gifford and a girlfriend, the Johnsons were on a Mediterranean vacation with Jim Robinson of American Express and his wife Linda, then an up-and-coming Wall Street public relations expert. Among the Johnsonss closest friends were Canadian Prime Minister Brian Mulroney and his wife, Mila. Mila and Laurie Johnson would prowl Manhattan, power shopping for the prime ministers residence. Nabisco began sponsoring the Dinah Shore womens golf tournament, and Johnson transformed it into a star-studded affair. His growing stable of celebrity athletes, now called Team Nabisco, was paraded about at the tournament. Gerald Ford and Bob Hope graced the Pro-Am. Johnsons friend Oleg Cassini put him on a billboard.

Johnson had always loved rubbing shoulders with celebrities, of course. But in the past there had been a sense that it stemmed from his recognizing the foibles of the upper class. He would return from an elite social occasion in Britain giggling about how the royal family was all fucked up, or telling tales of that crazy Maggie Thatcher: A pisser, he would chortle. The Merry Men, mired in cookies and crackers, loved it, even while some of them began to worry their man was becoming more an insider of the circles he ridiculed than an outsider.

If Johnson grew indifferent toward Nabisco, it was because he could no longer see much of a future in it. The cookie wars had changed his thinking; he regarded the battle with Frito-Lay and P&G not as a final victory, but as the successful deflection of a shot fired across his bow. There would be another giant like Procter & Gamblemaybe even P&G itselfthat would come after him again. Nabisco, after all, had fatal weaknesses. No amount of work was going to revitalize its aging bakeries anytime soon. Johnson, in fact, never bothered to formulate any kind of master plan for reshaping Nabisco. Years of scrambling had soured him on long-range planning. Instead he spent his time enjoying the high life, putting out corporate fires as they flared, and waiting.

Someone had once codified the Standard Brands culture into twenty Johnsonisms. Number thirteen was Recognize that ultimate success comes from opportunistic, bold moves which, by definition, cannot be planned.

On a spring day in 1985, less than a year after being tapped Nabiscos chief, Johnson took a call from J. Tylee Wilson, chairman and chief executive officer of RJ Reynolds Industries, the North Carolina-based tobacco giant. Would Johnson be interested in getting together for lunch? Maybe, Wilson said, they could do some business.
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