Warren Buffet- Story of a successful business leader

Task 1- Early life

Warren Edward Buffet is an American businessman, investor and philanthropist. The so-called "Oracle of Omaha" is one of the most successful investors in the world and one of the wealthiest businessmen too. 
Mr Buffet was born on August 30, 1930, in Omaha, Nebraska, in a prosperous family. His mother, Leila Stahl, graduated at the University of Nebraska where she met Howard Buffett whom she later married. Howard Buffett was an American businessman and a remarkable politician, being elected four times in the House of Representatives on behalf of the Republican Party. 
He tasted entrepreneurship at the early age of six when he turned five cents in profit after buying a few dozens of Coca-Cola from his grandfather's store and selling them more expensive! (Kennon, 2020)
As a little investor, at eleven, he learned his first lesson: patience is a virtue. It all started when he purchased three Cities Service shares for 38 dollars, but soon after the stock dropped to 27 dollars. Despite the fall, Warren kept the stock until it grew to 40 dollars and he decided to sell them straight away. It was a wrong decision since the Cities Service stock value continued to climb until reaching 200 dollars. 
Warren Buffett never wanted to go to college, but his parents convinced him to study Finance at Columbia University, graduating in three years even though he was already working full-time. (Warren Buffett: Biography, Education & Quotes, 2017)
In 1956 he invested 100 dollars and launched Buffett Associates, co-sharing the company with seven other people, friends and family. At the beginning of the sixth decade, Buffett started to invest in Berkshire, a textile company with severe financial problems, taking it over in 1965. Shortly after, Berkshire Hathaway becomes one of the largest companies in the world due to Buffett's way of doing business, investing financial excess in acquiring private firms or public companies shares. Nowadays, Berkshire Hathaway holds a significant amount of shares in many American companies, such as Coca-Cola, American Express, Kraft Foods, Washington Post, Nike or Gillette and its price stock rocketed from eight dollars to more than three hundred thousand. (Sraders, 2020)
 
 
 

Task 2- Leadership styles

There are various principles every leader should know in order to lead the team in the organization. For the competitive advantage in the business, leadership skills are essential and required at each level of the business. It is the potential of a leader to influence the behaviour of the other. A leader has to influence the group to work and mould the behaviour of the group to accomplish the objective of the organization. Effective leadership requires the courage to influence team. The team will be influenced when the team leader makes them understand how to work effectively and efficiently and explain the whole process of the work to be done.
Before talking about the leadership styles and before trying to identify the one that suits best to Mr Buffett, let us try and define leadership. 
Leadership represents the ability to inspire confidence and support among the people who are needed to achieve organisational goals. Leadership incorporates many different things, and it applies to a wide range of situations. Multiple things have been learnt through experience, and a lot of what leadership is all about is experience. Leadership is an attitude that begins where one is now and not where one will be tomorrow. (Stanfield, 2009)
Buffett's career and investment philosophy have been shaped by Benjamin Graham, considered to be the father of value investing and his praised book, "The Intelligent Investor". According to Graham, a successful investor needed to look beyond a stock price to see the "intrinsic value" of a business itself instead.
There are many angles from which one can look at Mr Buffett's leadership style. In his early days as an investor and chairman of Berkshire Hathaway, the company was a failure, but he foresaw the potential in what his new company could have been. The "Sage of Omaha" is considered to adopt a transformational leadership style because he understood that a leader should be motivated by the success of a team or company rather than personal success. This characteristic can be associated with McGregor's motivation theory Y for the fact that Mr Buffett greets staff's contribution to company's success, gives freedom to his employees to choose their projects, encourages innovation and creativity, shows trust towards his staff members. According to this theory, leaders are encouraged to motivate and reward employees, even if just through compliments. Motivation is an excellent vehicle to increase morale amongst employees because they are happy and as a result, will become more productive. (Theory X and Theory Y: Understanding People's Motivations, 2017)
O’Loughlin accentuates the significance of motivation and indicates that money may not solve all the problems in every circumstances. To support this, the author introduces in the report one of Mr Buffett’s most famous quote:

“We’re only responsible for two functions... First, it’s our job to keep able people who are already rich motivated to keep working at things... they don’t need to do for financial reasons. It’s that simple. Secondly, we have to allocate capital” (O’Loughlin,2004)

This leadership model can be a two-way process, idealised influence implies that followers respect, admire and trust the leader and emulate his behaviour, assume the same set of values and are committed to his vision by making sacrifices in this regard. Mr Buffett thinks that the leader, as well as the team members, must behave morally and ethically, stating that:

"I want employees to ask themselves whether they are willing to have any contemplated act appear the next day on the front page of their local paper- to be read by their spouses, children and friends- with the reporting done by an informed and critical reporter." (Staley, 2017)

The researcher identified a few elements in Warren Buffett's leadership style that resemble a laissez-faire approach as well. This style implies avoidance or absence of leadership. The leader leaves responsibility for the work to followers and avoids setting goals and clarifying expectations, organising priorities, becoming involved when critical issues arise, taking a stand on issues and making decisions. This style is being used as a component of other leadership styles, allowing for the possibility of self-management. (van Eeden et al., 2008)
Laissez-faire system does not allow any interference from the side of the leader. The leadership style is known as the "hands-off" approach, in which the leader does not play the significant boss role, but just a mentor for the employees. Laissez-faire leader allows the workers to have freedom for their creativity and make decisions on their own. 
Mister Buffett is one of the few business makers that employ this approach, as it is precarious. The term "Laissez-faire" came from French and has been initially used about mercantilism. In the spheres of politics and economics, Laissez-faire was a definition of the kind of system that is not controlled by the government (Goodnight, 2011). 


Characteristics of laissez-faire leaders
1). They are excellent recruiters. 
This is very important as it is not enough to get the smartest people into the company; leaders must pick those who can work well with others. 
2). They are great at delegating.
This type of leadership approach means that leaders have to be comfortable letting others be in charge. It does not mean a total lack of involvement from their side; it is about allowing them to concentrate on the bigger picture.
3). They invest in training.
If one wants to have employees to perform at their best, then it is the leader's responsibility to make sure they benefit from the best training programmes and the best tools.
This leading style is appropriate to highly motivated individuals where self-government increases enthusiasm, efficiency and job contentment. There are downfalls of this leadership style, meaning that this is inappropriate for employees with a low level of self-motivation or for those who lack the set of skills necessary to perform the required task. To summarize, the author believes that this leadership style permits employees to have full control over their work and deadlines, the leader’s involvement is minimum, but the need to regular feedback is fundamental. (Simpson, 2012)
In Buffett's case, however, this criticised leadership style has had positive effects; by conceding managers full autonomy, he has created an atmosphere where his employees feel confident and motivated by their extreme latitude. In Berkshire Hathaway's 2010 Annual Report, Buffett states," We tend to let our many subsidiaries operate on their own, without our supervising and monitoring them to any degree. Most managers use the independence we grant them magnificently, by maintaining an owner-oriented attitude". (Laisez-Faire leadership and Warren Buffett, 2013)
Warren Buffett's successful leadership style reflects his enormous experience as an investor. When recruiting his potential candidates, Mr Buffett goes by the same principle as the one he applies when investing in long term assets. He likes to say that: "if you are not thinking about owning a stock for ten years, do not even think about owning it for 10 minutes." (Town, 2020) 
One particular detail about Buffett is his "light touch" as a manager. He works to identify companies for acquisition that he considers are well-managed and settled for progress. As a personal rule, he buys only companies whose directors and direction he trusts. By having a look at Buffett's open leadership style, the author identified several characteristics that stand out as contributing strengths for his effectiveness. It is well-known that Warren Buffett is an extraordinary example of a leader who presents a vision, holds stubbornly behind it, and invigorates others to reliance and excitement about that vision. (Playing out the last hand, 2014) 
When it comes to investing, he has an utterly different methodology from that of many other competitors. Buffett invests in successful companies and is confident about their long-term prosperity. This ongoing strategy to long-term investing has proven effective, and many others have passionately followed Buffett's message and vision. The researcher acknowledges Buffett's skill in impersonating his approach with a simplicity that facilitates his supporters to comprehend the concept clearly and profoundly, encouraging further determination. The author of this report identified two other characteristics of Buffett's leadership style that require particular consideration: his optimism and frankness. Mr Buffett managed to achieve success through honest means and did not obtain it through controversial means. He was always fair and candid about his activities. However, it is essential to mention that he also had the power to admit and recognise mistakes when occurred. (Mejia, 2017)
When talking about this leader's optimism and positivity, the author considers that these qualities have a significant impact on his effectiveness. The investor has an interesting approach when it comes to speaking about the future of the business sector. Buffett sees excellent potential and directs his efforts on developing this potential instead of halting on slips and other downbeat aspects of life. 2008 was a challenging year, and things did not go according to plan. Despite this, Mr Buffett remained positive and calculated in the annual speech delivered to his stakeholders. (Domanska, 2018) 
In many occasions Mr Buffett revealed that he possesses emotional intelligence, a must have skill for any leader. This derives from his capability to show openness towards success and compassion for disappointment of others. Warren Buffett cultivates a self-awareness culture, and he believes that only those individuals who are well aware of the results of their engagements are capable to take a chance and risk everything. (Mehta, 2012) 
So far the researcher presented multiple positive points related to the success of Warren Buffett as a business investor and as a leader. However, just like other fellow businessmen, Mr Buffett is no stranger when it comes to failure in business. 
In 1975 Berkshire Hathaway acquired a group of textile mills from New Hampshire, called Waumbec Mills. Mr Buffett was lured to conclude the deal by the low price of the transaction but misjudged the long-term economic feasibility of the milling industry. The philanthropist learnt a key lesson and soon after he understood that bargain hunting does not necessarily lead to long-term value. Not always quality and durability of products guarantees competitive advantage, and Buffett realised that after purchasing Dexter Shoes in 1993. The company shut down in 2001 due to increased competition of cheaper shoes produced outside of the United States. Continuing in the same note the researcher reminds the reader about the $700 million stake that Mr Buffett bought in 1987 in Salomon Brothers, an investment bank and bond trading house. The trading house submitted fake bids for government bonds and infringed a set of rules set by the United States Treasury. After all this and other managerial problems Warren Buffett decided to sell the company in 1998. Another huge error that Mr Buffett committed was in 2013 when he decided to sell some of the shares he owned in Tesco, the British supermarket. The mistake was the result of his actions deciding to sell gradually the participation he held at a slow pace. Mr Buffett pulled a lesson out of this mistake, and he learnt to be more decisive in the future when trying to step out of investments. (Ketabchi, 2020) 
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