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Various issues and considerations exist in 
the current literature of leadership and 
the plethora of this literature has sent 

mixed signals to corporate leaders. The only 
thing we know is that managers may be doing 
things right but exemplary leaders are doing 
the right things. Exec-
utives should be aware 
that the emerging busi-
ness world is exposed 
to rapid changes, and 
leadership has become 
a key way for compa-
nies to resolve prob-
lems while growing businesses. This article 
endeavors to explain how today’s corporate 
leaders can adopt Lee Iacocca’s unique leader-
ship style to provide more innovative solutions, 
solve business problems, and achieve a high-
er level of corporate success. Lee Iacocca was 
admired and trusted by the people as he saved 

the Chrysler Corporation from insurmountable 
challenges. Like many corporate leaders, Iacoc-
ca was an engineer by trade and a leader at 
heart. In 1994, one year after he retired from the 
chairmanship of Chrysler, it was revealed that 
he was the first choice in a poll of the five most 

admired leaders. Bill 
Gates III, the co-found-
er of Microsoft Cor-
poration, was ranked 
second. As a veteran 
of the automotive in-
dustry, his transforma-
tional leadership saved 

Chrysler from bankruptcy. In considering 
whether Iacocca’s leadership style would work 
in the twenty-first century, we take a critical 
look at Iacocca’s story at Chrysler Corporation 
and believe it can provide very important and 
critical lessons for CEOs in the US and across 
the globe.

This article presents insights into 
the unique leadership style of Lee 

Iacocca, former chairman and CEO 
of Chrysler Company.
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Lee Iacocca joined the Ford Motor Company in 1946 
as an engineer. He quickly changed to a salesman, 
which allowed him to earn more money and have 
more control over the company’s direction. He be-
came vice president in 1960, executive vice presi-
dent in 1967, and president in 1970. As president, 
his ideas began to clash with those of the CEO. This 
may sound atypical, however, Henry Ford II hired 
and promoted Iacocca. They had dueling personali-
ties which together for over thirty years helped them 
enjoy the Ford Motor Company’s successes. 
Iacocca in his position as president found that Ford 
II was less receptive to his ideas. In his hubris, he 
suggested to at least one of the board members the 
CEO may have reached the age of senility. He was 
fired in July 1978.  On November 2, 1978, the Detroit 
Free Press ran two big headlines. The first, “Chrysler 
in the Valley of Loss,” and the second, “Lee Iacocca 
joins Chrysler.” 
After meeting with the CEO of Chrysler John J. Ri-
cardo, Iacocca immediately understood why Chrys-
ler was on the brink of failure: a lack of order. Be-
sides Iacocca’s belief that Riccardo’s systems needed 
order, the CEO’s assistant spent most of the time 
preoccupied with personal matters. Many CEOs rely 
on the organizational skills of the office administra-
tor. Chrysler’s board of directors was more receptive 
to Iacocca’s ideas. They needed and got an infusion 
of cash from the United States government, Ricardo 
resigned, and Iacocca took over as CEO. 
Iacocca was concerned that Chrysler was not run 
like a company working together (Brem & Schus-
ter, 2012; Borins & Herst, 2018). There was no di-
versity of insight from cross-functional steering 
teams (Quelch, 2009). Chrysler was made up of 
several small silos, each of which had a separate 
leader for self-improvement, none of whom cared 
what the other was doing (Collins, 1992; Hearit, 
1994). Among these silos, which were driven by a 
male-dominated industry, there were a number that 
exceeded efficiency with thirty-five viceroys, each 
managing their own business units. Iacocca could 
not imagine how disconnected the corporation was 
until he noticed that the silos caused not only con-
flict but warfare. He also noticed that the head of the 
engineering department was out of touch with the 
head of the production department. 
Iacocca concluded that these problems had to end, 
or Chrysler would cease to exist. To support his ar-
gument, he mentioned Newton’s law which states 
that for every action, there is an equal and opposite 
reaction. Garbage in, garbage out; and these silos 
were working in a vacuum. Poor organizational cap-
ital existed in which one person managed both the 
sales and production departments. This led to a lack 
of social capital leading to poor links of productivity 
between these two departments. No one at Chrysler 

understood that a large company could not be run 
without the coordination of human capital. Thus, 
Iacocca began to establish the tangible elements of 
true competitive advantage while focusing on the 
financial recovery, which lacked luster due to weak 
management and lack of coordination. 
Within two months of my presence at Chrysler, 
something like an avalanche hit me. It seems that 
the company’s cash cow (a Boston Consulting Group 
term from the matrix of Star product, Dogs, and 
Cash Cow products) had hit the bottom of the pot. 
Little by little, I realized that Chrysler basically has 
no systems to control the financial flow. Worst of all, 
no one knew much about financial planning and 
there were no answers to even the simplest finan-
cial questions. After I was elected as the chairman 
of the board of directors, I slowly evaluated each 
position of the board member. Of course, Chrys-
ler’s problems were not limited to senior managers. 
People in all ranks were intimidated and isolated. 
All the managers knew that I had gone to Chrys-
ler to shake the house, so everyone was afraid that 
the goal would come true. They were right. With-
in three years, I had to fire 33 out of 35 executives 
(Iacocca, 2008). 
It was not enough; incompetence is a cancer that 
draws attention to the problems and not the solu-
tions. As Frederic Winslow Taylor put it at the turn 
of the 19th century, soldiering is real and right in 
your own backyard. The incompetent manager hides 
behind the team’s weakness. Iacocca did not try to 
find solutions to the problems riddled within the or-
ganization, Iacocca was the solution. 
All of Chrysler’s problems ended at one point. The 
reason was that no one knew who to answer. There 
were no teams at work. There were only a handful 
of single players. Of course, these problems did not 
arise overnight. For years, the reputation of Chrys-
ler had been tarnished in the circle of Detroit auto-
makers, and everyone who drove a car in that town 
hated Chrysler. With such a situation, it was not 
surprising that people’s morale was extremely low. 
When the morale is low, the work environment be-
comes like still. Problems leaked to the press like wa-
ter. The press is interested in industrial espionage, 
especially in the automotive industry. In Chrysler, 
you could see traces of bad morale and holes in the 
information system in the company’s balance sheet. 
At a time when other car companies were making 
the most profit in their history, Chrysler was having 
such problems (Iacocca & Novak, 2007). 

The Key Elements of Lee Iacocca’s 
Unique Leadership Style

Chrysler’s share of the domestic market and cus-
tomer loyalty had decreased. The Chrysler car was 
a little boring in the eyes of the people because it 
lacked panache and innovation. Iacocca noticed that 
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Chrysler had a long history of innovation that had 
been untapped (Nohria & Green, 1992; Cusumano, 
1998; Renzi & Crawford, 2000). Chrysler cars had an 
antique look and feel while its drivers were getting 
younger and richer. Of course, it was not only the 
appearance of Chrysler cars that was infamous. In 
terms of quality, Chrysler was also facing many dif-
ficulties such as limitations in miles per gallon and 
luxury. Iacocca went to work quickly, he appealed 
to the stakeholders. He said that to his horror, his 
found out that no orders were coming in and there 
also was no place to accept new cars. He found that 
a new leadership style was needed. This new leader-
ship style was a peak in the career of Iacocca, who 
has been noted as one of the most prominent and 
successful managers of his time.
In the summer of 1979, when the Chrysler company 
asked for help from the government for the first time, 
more than eighty thousand cars were ready for sale 
in the treasury (parking lots) of the company. There 
came a time when this figure reached one hundred 
thousand devices. In order to prevent excessive 
stockpiling of cars, at the end of every month, peo-
ple in every region would auction Chrysler cars at 
a cheap price. At Chrysler, setting and placing fire 
under people’s wallets had become a daily routine. 
People spent their money and Chrysler began to see 
a kernel of hope (Iacocca & Novak, 2007).  
Therefore, Lee Iacocca developed a unique leader-
ship style, which included the following four key el-
ements:

1. Chrysler Was Led Collectively.
In 1980, Iacocca became a household name in Amer-
ica for reviving the Chrysler Corporation as its CEO. 
He was president of Chrysler from 1978 to 1991 and 
chairman and CEO from 1979 until his retirement 
at the end of 1992. He was one of the few executives 
to have presided over the operations of two of the 
United States’ Big Three automakers. He believed 
that collective leadership and people’s togetherness 
were vital in order to reduce problems and achieve 
success (Braun, 1992; Anginer & Warburton, 2014; 
Spector, 2014). An initiation formulated during the 
Harthorne studies which first coined the phrase 
“Human Relations.”
After the approval of the loan guarantee bill from 
the U.S. Government, if we had fought tooth and 
nail, we might have survived. We had to fight sep-
arately. Our mission was to fight but on the pro-
duction front. It is true that no one was killed for 
Chrysler, but the economic life of hundreds of thou-
sands of people depended on this battle. I started to 
sacrifice myself. I reduced my salary to one dollar a 
year (Iacocca, 2008). 
Iacocca left a new mark of collective leadership. 
Iacocca believed in showing someone something, 

working with them for a while, watching them do 
it alone, letting them do it alone, and then getting 
them to teach someone else the same way. He argued 
that when you are in a leadership position, people 
follow you. When the leader speaks, the followers 
listen and when the leader acts, they watch. As a 
leader, you must be careful about what you say and 
what you do. 
During his three years at Chrysler, Iacocca under-
stood that when everyone’s shoulders are equally 
under the load, the collective tolerance of leader-
ship and perseverance increases (Tichy & Ulrich, 
1984; Dyer, 1996; Ramanujam & Tacke, 2016). If 
the pressure is divided equally, people can move the 
mountain. It takes six people to carry a coffin, not 
four. It is all about self-sacrifice. He had to fire many 
employees, and this practically killed his motiva-
tion because he had a deep sense of empathy for his 
people. He felt that leadership was like war. Iacoc-
ca and Chrysler won, but many did not return from 
the battlefield. Many lives were destroyed, and this 
was hard for him to live with. He decided to plan his 
week on Sunday night for the whole week and spend 
Saturday with his family along with Sunday morning 
and afternoon. But when Monday came, he was all 
business. This strategy paid off because there came 
a time when Iacocca saw people cheering for him. 
This made him work harder, plan better and smart-
er, and his work became a little easier. He stated at 
one time, “We were like the oppressed who fought a 
heroic battle and the people also reacted in return.”
Reducing his salary to one dollar was a highlight 
of his great leadership (Gordon, 1986; Lutz, 1998; 
Hofmann, 2017). Warren Buffett did that later on 
at Salomon Brothers Inc. during a treasury scandal 
that almost shut down the house. Another execu-
tive who did a similar strategy was Jamie Dimon at 
J.P. Morgan. He cut salaries by 20-25 percent for all 
executives during a rough time in the financial in-
dustry. In a town hall meeting, Iacocca warned that 
employee salaries should be reduced. He asked the 
head of the workers’ union to attend the meeting. 
Chrysler was in trouble and, according to Iacocca, 
the economic future of America depended on the 
close cooperation of the government, the employer, 
the unions, management, and the employees. In-
stead of managing conflict that surfaced among the 
team of people, Iacocca solicited each other’s help. 
Iacocca (1985), himself, mentioned that this worked. 
For the first time in history, no strikes, no salary dis-
agreements, just survival (Iacocca, 1985). 

2. The Crucial Importance of Quality 
Was Underlined. 
Iacocca also drafted a corporate charter for quality 
improvement with the labor union, the content was 
a shift in total-quality-management, a term losing its 
steam in America. He believed that we may disagree 
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on any issue, but we will never argue about quality.
Iacocca as the chairman of Chrysler’s board of direc-
tors, took swift action. He announced to all Chrysler 
employees that quality is our first demand. In this 
sense, he created an independent department for 
quality control. He took advantage of new methods 
of attracting talent to recruit people who were famil-
iar with automotive industry techniques in market-
ing, finance, and inventory purchasing. He recruit-
ed former department heads of Ford, as well as the 
leading engineers of General Motors and Volkswa-
gen. This was to assure that if the new talent agreed 
to come over to Chrysler, Iacocca would have a bet-

ter chance at saving the company from bankruptcy 
and dissolution. It worked.
All the necessary components were present in the 
dish we cooked, and this is what made us find suc-
cess in saving Chrysler in a short period of time 
(Iacocca, 2008). 
This was the cornerstone of his success. He was able 
to manage the intangible capital of the company, so-
cial capital, human capital, and now with the influx 
of talent, organizational capital. Iacocca argued that 
the close relationship between total quality manage-
ment and the production of quality cars that met the 

Figure 1: The Key Elements of Lee Iacocca's Unique Leadership Style



Muma Business Review 169

Sayyadi

needs of the people was key to his success. Managing 
quality and production at an accurate capacity are 
the two sides of the coin. Together, they made the 
coin whole. Chrysler produced quality cars based 
on consumer demand instead of having a fleet of 
cars people did not want. The higher the quality, 
feel, and look of the Chrysler car, the higher the de-
mand-based production capacity. Iacocca knew that 
in the long run, higher quality reduced the cost of 
the product warranty and also reduced the cost of 
inspection and repairs for the customer. He felt that 
if you can create a car right the first time, the cost of 
engineering and construction will also decrease, and 
at the same time, it will increase customer loyalty.

3. Social Capital Was Built. 
Iacocca also built social capital at Chrysler by in-
viting his former colleagues, Gar Laux and Hans 
Matthias, to join him at Chrysler (Madeline, 2005; 
English, 2021). In addition to Laux and Matthias, he 
brought another Ford retiree to Chrysler: Paul Berg-
moser. Paul served as vice president of purchasing 
at Ford for thirty years and he was decisive and in-
novative. 
The key kernel for executives is that social capital 
has to be drawn from people who come out of re-
tirement in some cases. Many retired employees and 
executives are social architects and can build cohe-
sive cultures. It worked. Years of experience led to 
the necessary wisdom of social capital in Chrysler’s 
case. This leadership element is similar to the Japa-
nese leadership model (Ikegami et al., 2024). In Ja-
pan, it was still the elders who managed things. On 
Iacocca’s last trip to that country, he found that the 
youngest manager he met was 75 years old. 

4. An Inspiring Marketing Strategy Was 
Implemented. 
In March 1979, Iacocca terminated Chrysler’s con-
tract with two advertising agencies and signed a 
contract with the Kenyon Company instead. He said 
that this $150 million move was unprecedented in 
the history of the advertising industry because it 
showed the business world that its management was 
fearless in making decisions to improve Chrysler’s 
image (Iacocca & Novak, 2007).  
Kenyon was a new way that Iacocca built organiza-
tional capital as Kenyon became almost an insepara-
ble part of the Chrysler company (Weinstein, 1989; 
Sarto, 2020). In fact, Kenyon was Chrysler’s arm in 
terms of marketing and communicating. For exam-
ple, Kenyon’s research showed that people expected 
the Chrysler van to be a strong, durable, and reliable 
car (Wyden, 1988; Maxwell, 2012). This is why Ken-
yon revived the sign of Aries. 
Another program of Kenyon that was implemented 
was the customer’s money-back program. People 

were told to buy a Chrysler car and take it home. Up 
to thirty days after the date of purchase, if you are 
dissatisfied with your purchase for any reason, re-
turn it and get your money back. This program was 
successfully implemented because, at the time, car 
buyers were skeptical about automaker car quality. It 
was seen that the number of returned cars was less 
than one-tenth of the total number of cars that were 
sold.

Conclusions
Iacocca, who has worked as a senior manager in 
two major automotive companies, Ford and Chrys-
ler, transfers valuable leadership lessons and com-
petencies to today’s leaders, which are necessary 
for the success of any manager. His ambition is to 
create new designs and styles. While pursuing this 
ambition, as we showed in this article, Iacocca de-
veloped his unique leadership style. Iacocca strongly 
believed that no one gives anything to anyone for 
free. A person should be productive. Be thankful for 
everything that the universal power provides. Past 
experiences are our baggage for the future. He ex-
pressed that “we have learned that the secret of our 
survival is our work and effort. Yes, I am a statue of 
success, but I did not get this title easily. I have put 
forty years of continuous effort into it. I am sure that 
if you are not afraid of problems, one day this title 
will be yours” (Iacocca, 1985). Now, Iacocca’s success 
story at Chrysler is valuable baggage for the current 
and future business leaders in our world with new 
and dangerous disruptions. Executives can learn key 
leadership lessons from this success story to effec-
tively develop the four traits of Iacocca’s leadership 
in their corporations.  
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