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Contributors

 p r o f e s s o r  d a n  a r i e l y 

Dan Ariely, James B. Duke 
Professor of Psychology & 
Behavioral Economics at Duke 
University, is dedicated to helping 
people live more sensible – if 
not rational – lives. As well as 
appointments at Duke’s Fuqua 
School of Business, the Center 
for Cognitive Neuroscience, the 
Department of Economics, and 
the School of Medicine, Ariely is 
a founding member of the Center 
for Advanced Hindsight, and a 
bestselling author.

 b r e t t  l o v e g r o v e 

Brett Lovegrove has more than 30 
years’ experience as a commander 
and was crisis commander during 
the 7 July 2005 bombings on 
central London. He retired as 
head of counterterrorism at the 
City of London Police in 2008. 
Today, he advises organizations 
and governments including the 
US Congress, the US Department 
of State, and the State of Georgia. 
He is chairman of three 
companies and chief executive  
of three. 

 s a n y i n  s i a n g 

Sanyin Siang is executive 
director of the Coach K Center on 
Leadership & Ethics, at Duke’s 
Fuqua School of Business. A 
leadership expert who connects 
ideas and talent from different 
disciplines and ecosystems, Siang 
coaches, convenes think tanks, 
and is a board member for for-
profit and non-profit companies. 
She is a LinkedIn Influencer, 
and a contributor to Forbes, the 
Huffington Post, and the Wall  
Street Journal.

 v a r d a  s h i n e 

Varda Shine is the former 
chief executive of De Beers’ 
Diamond Trading Company, 
the distribution arm for rough 
diamonds. She is a non-executive 
director, C-suite executive 
mentor and entrepreneur. She 
was the first woman to gain 
honorary lifetime membership 
of the Israel Diamond Exchange 
and has received the Women’s 
Jewelry Association Hall of Fame 
Lifetime Achievement Award, 
plus honorary membership of the 
London Diamond Bourse.

 f r a n c e s  c o w e l l 

Frances Cowell is an independent 
investment risk consultant 
with extensive experience in 
institutional investment and 
hedge fund management, 
emphasizing risk management, 
derivatives, governance and 
policy oversight. Her previous 
roles include chief risk officer 
at CCLA Fund Management, 
specializing in high-yield, low-
risk portfolios. Since 2009, she 
has served as director of risk 
consulting at R-Squared risk 
management in Paris and London. 

 m a n e e s h  c h o u d h a r y 

Maneesh Choudhary is based in 
China, providing consultancy 
to a mix of clients, including 
multinational firms. His career 
began in industrial marketing, 
followed by a longstanding 
association with market research. 
Choudhary has helped clients 
grow their brands in diverse 
fields, in markets spanning China 
and South East Asia. 
He has worked in customized 
research. Prior to China, he 
worked in Singapore, Vietnam  
and India. 
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My edit

Charles Handy was talking about hierarchies, 
but he could have extended his analysis to the 
entire corporate world. “One of the major effects 
of technology,” the management guru says in 
our interview (p32), “is that everybody knows 
everything.” This transformative effect of the 
information revolution has crept up on many 
businesses – corporate secrets cannot remain so for  
long. In the crystal-clear new world, your customers 
can see what you see. 

Professor Dan Ariely has a recipe for dealing with 
the end of secrecy. The Duke University superstar, 
formerly of MIT, uses the pages of Dialogue to 
outline how companies can thrive in glasshouses. 
In a transparent world, trust is becoming the most 
valuable resource on the planet: Ariely shows 
you how to build it in some surprising, even 
counterintuitive, ways (p16).  

Do you trust yourself? Brett Lovegrove, the police 
counterterrorism commander who helped steer 
London’s emergency services through the response 
to the 7/7 bombings, shows managers how to assess 
their own crisis toolkit (p22). Would you be ready 
if crisis hit? Could you trust yourself to perform in 
adversity? Lovegrove lays out the steps to take to 
ensure you are prepared before the event. 

Yet trust needs to flow not only inside oneself, 
and between business and consumer, but between 
people and departments within companies too. 
Sanyin Siang (p28) meets forward-thinking 
organizations that have unshackled their teams so 
their people might innovate. The message from some 
of the world’s most successful organizations is clear: 
game-changing ideas won’t emerge from teams that 
are smothered by inflexible frameworks or red tape.  

Unshackled, unbridled humans are still a 
powerful asset. Professor Vlatka Hlupic disagrees 

with the fashionable premise that robots will 
automate professional work to such a degree that 
there will be nothing much left for us to do. Until 
robots can ask good questions, grasp paradox and 
feel empathy, we shouldn’t fear the future, she 
says. Her rage against the machines (p48) is a sharp 
response to those who forecast a robotic future. 

As technology changes the world, perhaps 
human beings are becoming evermore valuable. A 
fascinating exploration of marketing in China (p62) 
shows how demographics within the same country 
respond to different modes of advertising. Human 

behaviour is still a complex area of psychology – 
those who grasp its nuances stand to gain. 

Global brand consultant Anthony Tasgal believes 
trying to quantify the acts of essentially irrational 
beings leads marketers into the wilderness (p66). He 
suggests radical alternatives born from behavioural 
economics, rather than its classical cousin. 

Maybe business generally is due a rethink about 
how it manages people, serves customers and 
promotes products. Charles Handy certainly thinks 
so. His new book (p80) encourages ‘second curve’ 
thinking among organizations. In a world where the 
opaque has become transparent and trust is the new 
currency, he is probably right. Enjoy the issue. 

Corporate secrets cannot remain so 
for long – in the crystal-clear new 

world, customers can see what you see

Ben Walker is editor of Dialogue
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Spark
Customer satisfaction  
bounces back in Britain

W H A T  Y O U  N E E D  T O  K N O W

Customers have reported a notable rise 
in satisfaction with UK businesses for 
the first time since 2012.

The news comes from data 
released by the Institute of Customer 
Service (ICS), which surveys 10,000 
UK consumers twice a year. Its UK 
Customer Service Index shows the 
first significant year-on-year boost in 
customer satisfaction for more than two 
years (see graphic, above). 

Amazon is the best-rated company 
in the index, up from second position in 
last year’s survey. Overall, the utilities 
sector has shown the fastest growth in 

customer satisfaction. Non-food retail 
has the best overall score. 

The report reveals that staff 
behaviour and attitude is becoming 
an evermore important factor in 
consumers’ perception of customer 
service. 

“The core ingredients of excellent 
customer service – employee 
competence, attitudes and behaviour 
– have become even more significant 
differentiators,” said ICS chief 
executive Jo Causon. “Mass marketing 
or a ‘one-size-fits-all’ customer 
experience is delivering diminishing 
returns and diluting valuable customer 
relationships.” 

 Check out the video outlining the 
index’s key findings here: bit.ly/ukcsi

 For more information, visit 
instituteofcustomerservice.com/ukcsi

A one-size-fits-all 
customer experience 

is delivering diminishing 
returns

Source: The Institute of Customer Service, January 2016

 c u s t o m e r  s a t i s f a c t i o n  i n  t h e  u k :  a  s n a p s h o t  v i e w 

l e v e l s  o f  c u s t o m e r 
s a t i s f a c t i o n

t h e  t o p 
f i v e 
c u s t o m e r 
p r i o r i t i e s
(Ranked out of  
34 criteria)

t h e  f i v e 
g r e a t e s t 
c h a n g e s  i n 
c u s t o m e r 
p r i o r i t i e s
(rank 2010 > rank 2015)

f r e q u e n c y  a n d 
r e p o r t i n g  o f 
p r o b l e m s

c u s t o m e r  s a t i s f a c t i o n 
b y  r e g i o n

1 Competence 
of staff (in person)

2 Staff fulfilling 
promises

4 Helpfulness 
of staff  

(in person)

3 Competence  
of staff  

(on the phone)

Northern Ireland 
experienced the 
greatest rise in 

satisfaction

All regions except South 
West England experienced 
a rise in satisfaction

5 Complaint 
handling

Ease of doing 
business

26  14
Speed of 
service

27  15
Competence  

of staff

11  1

Helpfulness  
of staff

31  4
Friendliness  

of staff

31  13

13%
experienced a problem with a 
product or service during the 
past three months...

...but more than

25%
had suffered in silence and not 
complained

Customer satisfaction has risen

1 point
since January 2015

76.3

77.5

77.8
78.6

75.7
75.9

77.9Wales has the 
most satisfied 

customers

The South West has the 
most dissatisfied customers
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Female talent sought 
from diverse sectors
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An annual awards event that showcases 
the best of female talent is urging 
executives from under-represented 
industries to compete for the accolade.

Although well-established within 
the professional services sector, the 
Women in the City (WITC) award also 
recognizes high-potential women 
working in public, private and  
third-sector organizations employing 
more than 250 people.  

And Women in the City bosses are 
encouraging nominations for high-
potential female leaders from a range of 
business sectors for this year’s UK-wide 
Future Leaders Award. 

 “We’re particularly keen to put the 
spotlight on women working in media, 
hospitality, engineering, construction, 

manufacturing, transportation, 
healthcare, education and technology,” 
WITC founder Gwen Rhys told Dialogue. 

The winner, who receives a 
complimentary place on the Institute 
of Chartered Accountants in England 
and Wales’ Women in Leadership 
Programme, will be announced on 9 June 
at WITC’s Annual Symposium. At the 
symposium, leading business educator 
and chair of Dialogue’s editorial board Dr 
Liz Mellon will lead a panel discussion on 
the theme of the resilient leader. 
Nominations close on 31 March and 
places can now be booked for the 
symposium.

 For more information visit 
citywomenflaward.co.uk 

 e v e n t  p u t s  
 h y p e r c o n n e c t i v i t y  
 c e n t r e  s t a g e 

Business leaders are to learn 
invaluable insight, into how 
crowdsourcing can exploit the 
forces of hyperconnectivity 
and disruption at a global 
event this spring. 

The annual Crowdsourcing 
Week Global features speakers 
such as Chris Buckingham 
from Minivation, Daniela Braga 
co-founder of DefinedCrowd 
and Chris Skinner, chair of 
the Financial Services Club. At 
the event, in London on 11-15 
April, participants will learn:

   Why sharing is more 
valuable than shares

   Challenges in using 
collective intelligence tools

   How the mobile internet 
and Blockchain are 
changing how we operate 
across commerce, finance, 
cities and society

   How to generate 
new avenues of 
participatory revenue, 
tap into participatory 
business models, and 
empower participation in 
communities

   How human social patterns 
change when trust is 
leveraged as a social 
currency

 Visit: bit.ly/csw2016

Selima Ahmad has won a lifetime 
achievement award for her services 
to female empowerment from The 
International Alliance for Women (TIAW).

TIAW celebrated the outstanding 
achievement of 100 women and men 
worldwide in promoting women’s 
economic empowerment, and presented 
its prestigious Lifetime Achievement  
Award to Ahmad (pictured left), of 
Bangladesh. The UK’s Diane Morris was 
presented with the Mandy Goetze Award. 

TIAW President Margaret A. Weir said: 
“This year’s Global Forum theme was 

completely on message in what was a 
watershed year for the recognition of the 
economic empowerment of women with 
such important and diverse multilateral 
organizations as the G7, G20, World 
Entrepreneurship Forum, the Asia-Pacific 
Economic Cooperation, and the UN for the 
first time all specifically addressing  
the issue. This has culminated in all UN 
member states approving the 2030 Agenda 
For Sustainable Development.”

 For more awards coverage please visit 
bit.ly/tiawawards

B A N G L A D E S H I  S C O O P S  L I F E T I M E  A W A R D
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To win in today’s world, filling knowledge gaps is no longer enough. Yesterday’s wisdom 
won’t help leaders prepare for what lies ahead: more volatility and less predictability. 
Leaders must do more than simply learn. To be able to grapple with the unknown, they 
have to reorient and rewire. As our challenges become more global, social and complex, 
leadership is becoming more and more critical to business success.

Duke Corporate Education is the premier global provider of custom solutions that enable 
leaders at all levels to adapt and move the organization forward. With delivery in over 75 
countries, we work together with clients to understand their context and craft the right 
educational solution for any level of leadership — executives, high potentials, directors or 
managers. We’re here to help leaders get ready for what’s next. 

LEADERS ARE THE GREATEST LEVERS FOR 
WINNING IN AN UNPREDICTABLE WORLD...

...WE GET LEADERS READY  
FOR WHAT’S NEXT
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 Going Remote – 
leading dispersed teams 

Improve communication and performance with 
your remote, virtual and flexible work teams.

 18 February, London
 23 February, Milton Keynes
 9 March, Manchester

 Resilience and agility 
through change

Build your own resilience toolkit and develop 
strategies to support others through change.

 2 March, London
 15 March, Birmingham
 17 March, Bristol
 13 April, Leeds

 First 30 days – 
getting it right

Identify the critical success factors in ensuring 
your new recruits achieve optimal performance. 
Kate Cooper discusses the research findings in 
this FREE webinar.

 19 April at 13.00

 How to transform 
trust, engagement and 
performance at work

Improve trust, relationships, motivation and 
the performance of your staff through 5 critical 
conversations. 

 4 May, London
 5 May, Cardiff
 11 May, Leeds

 If performance appraisal 
is ended – what’s 
the alternative?

Explore the recent criticisms of traditional 
approaches to appraisals and explore the 
alternatives that support improved performance.

 24 May, London
 Other venues and dates coming soon.

 Coaching – demonstrating 
the return on investment 

Joint event with EMCC
The use of coaching to support individual and 
business performance continues to increase. 
But how do we know it works?

 8 June, London
 15 June, Manchester

Event format
6.00pm Registration, buffet and networking

6.30pm Main presentation and activities

8.00pm Close

£30 per person

CPD
 Members can claim 1 hour 

Continuing Professional 
Development (CPD) for attendance 

Book today 
Online www.i-l-m.com/events 
Email membership@i-l-m.com 
Phone 01543 266 886

Coming soon: The productivity challenge, 
How to build a culture of innovation, Build 
your networks for future success, Using 
social media to get your next job, How to 
embed your values and culture in your ways 
of working.

Use the contact details above if you have a 
great idea for an event.

Event Programme 
2016
Be better informed and better connected in 2016

 Research 
Improving 
Practice

 Masterclass

 Webinar
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Think like a designer
Design thinking is a human-centred process 
“powered by a thorough understanding, 
through direct observation, of what people 
want and need in their lives”. Its roots trace 
back to designing tech products to be user-
friendly (HBR, 2008).

The process flipped traditional 
development on its head: rather than using 
the available technology as a starting point, 
it focused on consumers and the products 
and services from which they might 
benefit, were someone to supply them. The 
application of design thinking expanded and 
is now a key part of the innovator’s toolkit. 

Nike and its chief executive Mark Parker 
are famous for applying design thinking 
to product development, generating 
breakthroughs in performance footwear. 
Nike’s ability to study the 
movements of athletes 
wearing their products 
under performance 
conditions has been 
central to its design 
process and growth 
strategy. 

Nike’s chief learning 
officer, Andre Martin, and his team, decided 
to use the practices of design thinking to 
overhaul talent development at Nike. Two 
reasons drove the decision. The first was 
a belief that Nike’s HR operation should 
work like the business works. To do so, 
Martin’s team borrowed the design thinking 
principles from merchandising and product 
design. The second reason stemmed from 
the fact that Nike is in a competitive 
market for talent and Martin’s view that 
its differentiation will come from his team 
being closer to its consumer – Nike’s 
managers and leaders. 

“The ability to see ourselves as product 
designers, rather than HR leaders, has 
changed the conversation,” says Martin. 
The team now thinks smarter about how 
it moves from insight to innovation. “We 
create more credibility for the function as 
we speak in the language of our leaders,” 
he adds. “We now spend less time selling 
because we are serving clear and pressing 
needs. Uptake is almost automatic.” 

A few progressive companies, like 
Nike, are starting to see the advantages of 
viewing their employees as customers. They 
are applying design-thinking principles 
to internal processes to reshape their 
organizations for a fast-changing world. 
These external and internal efforts require 
leaders throughout the business who can 
think and act more like designers. Process 
knowledge aside, good designers seem to 
possess several key abilities: 
— Empathy Neuroscientists at the Max 
Planck Institute identified that being 
egocentric is innate for human beings. 
We use ourselves as a yardstick to assess 
the world and project our emotional state 
on to others. As leaders, experience often 
creates comfort in applying our yardsticks, 

which is problematic 
in a fast-changing 
world. Empathy has 
to be practised and 
relearned by testing 
our assumptions and 
being curious about the 
experience of customers 
and employees.    

— Successive approximation Leaders must 
avoid the temptation to solve complexity by 
elongating analysis and preparing to make 
‘one big decision’. Iterating and co-creating 
with users in real time calls for us to study, 
frame, act and adapt our solutions in  
shorter intervals. 
— Integrative thinking As first originated 
by Graham Douglas, this is the “process 
of integrating intuition, reason and 
imagination to address a problem”. 
Today, we often have more data and are 
comfortable with our gut. However, the data 
we get from direct experience and closeness 
with users, coupled with more imagination, 
is what is needed to generate unique insight 
into today’s challenges.  

Most of our client companies are 
reshaping their organizations to be more 
adaptive – faster with better engagement. 
Having more leaders who “think and act 
like designers” can accelerate these efforts 
to turn problems into possibilities for 
customers and employees. 

 m i c h a e l  c a n n i n g 

View your employees as customers and hone your product to  
their needs

Michael Canning is 
chief executive of Duke 
Corporate Education

Seeing ourselves as 
product designers, 

rather than HR leaders, has 
changed the conversation
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Trust and transparency
“The secret of business is to know something that nobody else 
knows.” So said the Greek shipping magnate Aristotle Onassis. That 
remains true, but secrets are growing harder to keep. The sweeping 
changes brought about by the internet mean talented executives 
already know what your company is like before they decide to 
work there, your innovations are leaked on the web before many 
of your own people know about them, and feedback on your 
products – good and bad – is on public display. Business is viewed 
through increasingly clear glass. Enter the trust economy, where 
your value as a company, a manager, an employee or a customer 
is based on a track record that everyone can see. Trust is the new 
currency. How do we build trust in a transparent world? 

Focus
A R T I C L E S 
1 6 
The trust factory
2 2
The crisis commander
2 4
The formula that breeds 
confidence
2 8 
Give your people the freedom 
to fly
3 0
Values have value
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The trust factory
Humans trust one another. But can they trust organizations? 
With the right strategies, they will

w r i t i n g
Professor Dan Ariely

i l l u s t r a t i o n
Petra Stefankova
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Real trust is much harder to achieve when one 
of the players is a large business. As corporations 
are, for the most part, faceless, it is not at 
all obvious to individuals in whom they are 
placing their trust. Thus, businesses need to find 
methods beyond meet-and-greet as mechanisms 
to build trust. So what do they have at their 
disposal and how can they use these as  
trust generators? 

There are many aspects and building blocks 
for trust, but here are five key mechanisms that 
allow human beings to trust one another: long-
term relationships, transparency, intentionality, 
revenge and aligned incentives. 

1 

T H E  L O N G  G A M E : 
E S T A B L I S H E D 
R E L A T I O N S H I P S

Imagine two new people join your team at work. 
One is on rotation for a week and the other will be 
your partner for the next three years. Who do you 
feel more invested in? Who are you more likely to 
trust? Professors of economics and social science 
James Andreoni and John Miller (1993) tested 
the effect the length of a relationship has on our 
tendency to trust others. In a typical prisoner’s 
dilemma game (see infographic, page 20), players 
can either look out for themselves or cooperate 
with their partners. If both parties cooperate, 
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Human beings have an innate ability to trust one 
another. We vary in how trusting we are, and 
we might choose people we trust carefully. But, 
generally, we trust. Have you ever been in a café 
and asked someone to look after your things 
while you make a trip to the lavatory? Or given 
a neighbour a key to check on your home while 
you are away? That’s one of the reasons business 
propositions like eBay, Airbnb and Uber work. 
And it’s even truer for Generations Y and Z, 
which celebrate living in a sharing economy.

Want more scientific proof? In the trust 
game, you are paired with a stranger and given 
$10. You can either keep the $10 or send some 
of it to your partner, who will receive triple the 
amount you send them and can then choose to 
send as much as they want back to you. Standard 
economic theories assume that self-interest 
would predominate: since you have no reason to 

believe that your partner will give you anything 
back, you will keep the money for yourself. 
However, across many studies, researchers found 
that, in the vast majority of games, the initial 
players sent money to their partners. Moreover, 
their partners rewarded them for this trust: on 
average, the second player returned more money 
than originally received from the first player. 

This demonstrates that individuals tend to 
trust others, even when that trust compromises 
our own material self-interest. Despite seeming 
irrational, this kind of behaviour makes sense. 
In a world in which we are not completely 
self-sufficient, we need reciprocity to live and 
work together. We might not articulate that 
reciprocity, but we’re motivated to trust one 
another because living in a trusting community 
is advantageous to our survival – and that’s the 
basis for trust. 

both benefit. If not, the player who cooperated 
is hurt. Andreoni and Miller tested situations in 
which people were paired with the same partners 
for multiple rounds, or switched to a new partner 
each round. They found that with consistent 
partners, and thus a chance to build a good 

reputation over repeated interactions, people 
were much more trusting: they cooperated 63% 
of the time, compared to the 35% cooperation 
rates when partners switched after each round. 

Perhaps unsurprisingly, this research shows 
that we are much more trusting when we think 
our interactions will extend for a longer period 
of time. In each interaction, each partner has 
the opportunity to prove, over and over again, 
through productive interactions, that they can 
be trusted to cooperate, and in the process each 
builds a good reputation for trustworthiness. 

Applying the Long Game to corporations
The internet has made it much easier for 
customers to shop around, rather than staying 
loyal to one supplier. With this relatively 
frictionless switching, many companies have 
focused on flashy short-term deals that appeal to 
our short-term focus. But with the avalanche of 
such deals, customers have also become sceptical 
about the corporations that offer such shiny 

Trust generators

With consistent partners people 
are more trusting
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conditions to attract new customers while being 
less favourable to their existing  – and potentially 
loyal – customers. Here are three general 
ideas for corporations to build longer-term 
relationships and thus become more trusted 
suppliers:

Three ways to build relationships
   Recognize loyal customers via badging – 

“customer for ten years” – to show you 
appreciate how long they have been with you

   Reward longstanding customers with loyalty 
benefits just as you might use promotions to 
attract new customers

   Launch programmes and products that help 
loyal customers but have no immediate or 
obvious benefit to yourself (and may even have a 
cost to you)

2 

T H E  G L A S S  D O O R : 
T R A N S P A R E N C Y
Research tells us that human beings are poor 
at spotting liars (the exception is that liars are 
good at spotting other liars). For example, see 
psychologist Paul Ekman’s research,Why Don’t We 
Catch Liars? (Social Research, 63:3, Autumn 1996). 
Even polygraphs miss lies, because they detect 
emotional reactions such as fear – and often 
we are not emotional about lying. Some studies 
suggest lies can be detected by means other than 
a polygraph – by tracking speech hesitations 

or changes in vocal pitch, for example, or 
by identifying nervous adaptive habits like 
scratching, blinking or fidgeting. But most 
psychologists agree that lie detection is destined 
to be imperfect. So transparency is crucial 
because it assures people that the other party is 
unlikely to misbehave because their behaviours 
are being monitored. Transparency also helps 
people understand what’s actually happening. 
We’re more comfortable in situations where we 
can see what’s going on behind the scenes. 

Applying the Glass Door to corporations
We’ve all had negative experiences with 
companies. All you need to do is spend a few 
moments on the @comcast Twitter feed to 
understand how betrayed people can feel by 
corporations, particularly cable, internet, or 
phone providers. Therefore, when we come 
to evaluate a new service or organization, 
there’s a good chance that we’ll take our own 

expectations with us, many of them clouded by 
salient negative experiences, and use that as a 
starting point in the relationship. We wear grey-
tinted glasses to view our new experience. If a 
customer is already distrusting when entering 
a relationship with a company, how can that 
company grow user trust? One method is 
through transparency.

After a scandal that includes a breach of 
trust, governments often increase transparency 
measures in order to help rebuild trust. For 
example, after the 2008 financial crisis, the 
US Securities and Exchange Commission 
responded with the Dodd-Frank Wall Street 
Reform and Consumer Protection Act. The goal of 
this legislation was to “support an entirely new 
regulatory regime designed to bring greater 
transparency and access” to the financial 
markets and to financial institutions. Of course, 
transparency is not the same as deep trust, and 
it is about being closely monitored rather than 
being trusted, but it is an important intermediate 
step as we try to create real trust. 

We can see the power of transparency in the 
corporate world as well. Berkshire Hathaway, 
for example, builds trust through transparency 
in its incredibly detailed annual shareholders’ 
report. Its letter to shareholders always begins by 
outlining any mistakes from the previous year. 
Shareholders are then likely to be more trusting 
of the rest of the information contained in  
the document.

Three ways to improve transparency
   Encourage all feedback – positive and negative 

– from your customers and make it simple to 
report and find online

   Outline in your corporate reports and other 
public outlets mistakes the company has  
made, and explain what steps you are taking to 
rectify them

   Explain the thinking behind any controversial 
aspects of company policy in easy-to-grasp ways 

We’re more comfortable 
when we can see what’s 

going on behind the scenes
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T H E  W H Y  F A C T O R : 
I N T E N T I O N A L I T Y

Author Simon Sinek’s popular Ted Talks 
demonstrate the impact of explaining why 
we are doing something, before moving on to 
elaborate on exactly what it is we are doing. 
And from another area of study entirely, author 
Fons Trompenaars’ research on cross-cultural 
differences also shows the importance of 
intentionality. Here is his apparently simple 
dilemma: you are in a car, your friend is driving 
and speeding, and accidentally knocks down 
a pedestrian. And now, comes the question: 

“When you are questioned about the 
incident do you tell the truth or  
do you lie?” 

This scenario elicited a wide range 
of responses. No one was comfortable 
in a situation in which someone might 
need to lie for them, but the value of 
friendship sometimes overrode the 
desire to see justice served for the 

accident. Across the world, those struggling with 
the dilemma wanted to know more about what 
actually transpired and what their friend might 
have been thinking. So they asked questions like 
“did the pedestrian die?” and “did the friend 
expect them to lie?” They essentially cared about 
the underlying reasons behind the behaviour. 
More generally, people evaluate our intentionality 
– the perceived reasoning behind our actions. 

They’ll judge us much more harshly if we answer 
a moral dilemma very quickly, or if we seem 
to derive some pleasure from another person’s 
suffering. We are judged less harshly if we seem to 
ponder our choices for a long time and we suffer 
as we struggle with the dilemma, and empathize 
with those who suffer because of our decisions. 

Our reliance on intentionality is partly about 
our quest for finding common ground, including 
mutual values. We use intentionality to decide 
whether someone is similar to us, because we 
feel more comfortable with people like ourselves. 
Intentionality provides a clue to working out 
whom we can and cannot trust. Understanding 
people’s thought processes helps us evaluate their 
broader sense of morality and allows us to protect 
ourselves against people who may intend to  
harm us. 

Applying the Why Factor to corporations
The New York Times puts a lot of effort into 
demonstrating its intentionality. The newspaper 
has a public editor – someone outside of the 
normal editing and reporting structure – who 
focuses solely on interacting with the public. 
After its website redesign earlier this year, the 
paper’s public editor wrote an article detailing 
the major complaints she’d heard and explaining 
why certain decisions had been made. This 
insight into the paper’s reasoning for its 
decisions – its intentionality – helps to build 
trust (and at the same time is also a nice example 
of transparency). 

Three ways to demonstrate positive 
intentionality

   Explain to the public why you took unpopular 
decisions: for example, why you decided to 
retire certain product lines  

   Use campaigns to show and tell how your 
actions demonstrate that you share your 
customers’ values

   If you are forced, by outside agents – such as the 
government – to do something your customers 
don’t like, explain this process clearly through 
clear messaging: for example, “the State of 
Rajasthan made us do this”

We are judged less 
harshly if we suffer 

as we struggle with moral 
dilemmas

T H E  P O W E R  O F  P U N I S H M E N T

In the public goods game, 
players were much more 
likely to contribute tokens to 
a common pool voluntarily 
when other players were 
able to punish them with 
fines for not doing so. Check 
out the video at: bit.ly/
publicgoodsgame

Disciplinary dividend
Average number of 
tokens contributed to the 
common pool:

Punishment impossible
3 
Punishment possible 
18

Smack and share

83% Proportion of players 
who contributed ALL 

their tokens to the common pool 
when punishment was possible

53% Proportion of players 
who contributed NONE of 

their tokens to the common pool 
when punishment was impossible
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T H E  C O U N T E R P U N C H : 
R E V E N G E

Perhaps counterintuitively, revenge plays a major 
role in building trust. People consider the ability 
to exact revenge for potential wrongdoings 
a form of informal insurance. When revenge 
exists, everyone knows that if a transgression 
takes place, the outcome for that person will 
be devastating. The possibility for punishment 

or revenge also helps us avoid asymmetrical 
relationships – in which one side is more open 
and vulnerable than the other. Reducing the sense 
of an asymmetrical relationship is a key benefit of 
revenge. 

Professors Ernst Fehr and Simon Gächter 
tested the importance of revenge in building trust 
in the public goods game (see panel, page 19). In 

this exercise, people can take a risk with their own 
money and trust other people to reciprocate. If the 
other players decline to reciprocate, the original 
investor loses their initial investment. In some 
conditions, if the trust was not reciprocated, the 
betrayed players could sacrifice more of their own 
tokens to punish the betraying players. This did 
not provide the betrayed player with any tangible 
benefit, in fact it cost them tokens – which have a 
monetary value. But it provided a sense of revenge 
because the betraying player would lose much 
more than the cost for the betrayed player. 

Fehr and Gächter found the ability to gain 
revenge had a significant improvement on the 
outcome of the game. Where punishment was 
possible, players contributed two-to-four times 
more than when it wasn’t. In the final round of 
the game, the average contribution was more 
than 18 tokens in the punishment condition, 
and approximately three tokens under the no-
punishment condition. What these results suggest 
is that one key benefit of allowing someone 
to exact revenge or punish is that it reduces 
the sense that one party has a lot more power 
and control than the other party, or that they 
have an asymmetrical, rather than a balanced, 
relationship. And this ability to control the 
outcomes of the other players involved helps  
build trust. 

The possibility of punishment 
helps us avoid relationships in 

which one side is more vulnerable 
than the other

T H E  P R I S O N E R ’ S  D I L E M M A

The prisoner’s dilemma is a standard 
game analyzed in game theory. It uses an 
archetypal dilemma faced by two suspects 
arrested for the same crime to show how 
rational actors may choose to betray 
each other, even though cooperating and 
keeping mutual silence would lead to an 
overall better outcome for both. Both 
criminals are detained in separate cells 
and cannot hear the other’s testimony. 
By trying to avoid the worst possible 
punishment for themselves (in this 
example a 20-year sentence) by remaining 
silent when their accomplice confesses, 
the prisoners often both confess, resulting 
in a fairly bad outcome for them both (in 
this case, five years). Were they both to 
remain silent, they would both get off with 
just one year inside each. 

The longer term the relationship, 
the more likely people are to cooperate. 
James Andreoni and John Miller tested 
two situations. In the first test people were 
paired with the same partner for multiple 
rounds. In the second test, people 
switched partner each round.  
The difference is striking. 

c o o p e r a t i o n  r a t e  w i t h 
t h e  s a m e  p a r t n e r

63%

c o o p e r a t i o n  r a t e  w i t h 
d i f f e r e n t  p a r t n e r s

35%

p r i s o n e r 
b

p r i s o n e r 
a

5 yearsConfess

Confess Remain silent

20 years

5 years

0 years

0 years

1 year

20 years

1 yearRemain silent
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Applying the Counterpunch to corporations
Knowing we can return, at no cost to us, that 
‘miracle’ anti-balding medication, or review 
a restaurant, makes us feel more powerful and 
more comfortable and willing to take a risk.

Three ways to allow revenge
   Devise online tools through which your 

customers can comment upon, even criticize, 
products and deliveries. Make sure they know 
about these tools in advance, so they recognize 
the balance of power in the relationship

   Promise customers something for free if you fail 
to meet your obligations on a product or service 
– doing it after the fact is nice, but the customer 
being aware of it before the event is what 
changes the perception of the power balance 

   Allow your customers time and space to vent. 
Be prepared to find a manager quickly and easily 
when angry customers ask to speak to one 

5 

T H E  C O M M O N  G O A L : 
A L I G N E D  I N C E N T I V E S

What happens when a waiter warns against a 
certain dish –“the chicken is a little dry tonight” 
– and then goes on to suggest lower-priced 
options? Suddenly the restaurant patrons feel 
their incentives are aligned with the waiter’s 
motives – and that the waiter has their best 
interests at heart. A demonstration that we 
are willing to sacrifice some income for the 
benefit of the other party can be an incredibly 
powerful act; it redefines the relationship from 
that of buyer and seller to buyer and adviser. 
The patrons now trust the waiter’s intentions 
implicitly. Somewhat ironically, this gives the 
waiter an opportunity to upsell wine and dessert, 
and probably earn higher tips. 

The moment there is a signal that the 
incentives of the waiter and the customers are 
aligned, trust increases. Once again, this type of 
increased trust is easily achieved in a person-to-

person setup. We can look the waiter in the eye, 
listen to his advice, make a judgment about how 
truthful and helpful he is being and decide to 
what extent we should trust him.

But what about corporations? Capitalism is 
in crisis. Much of the problem is down to the 
public having seen enough examples of bad 
behaviour to taint its view of corporations as a 
whole. Rather than entering the relationship 
based on real trust, as we would with another 
human being, we enter the relationship 
expecting to be disappointed, let down, or, even 
worse, exploited. Starting any transaction or 
relationship this way is not a recipe for success. 

Applying the Common Goal to corporations 
Companies demonstrate aligned incentives by 
recommending things that are clearly not in their 
best interest. For example, Progressive Insurance 
builds user trust through its recommendation 
engine. It shows potential customers a selection 
of insurance quotes from other providers in 
addition to its own. Because Progressive is often, 
but not always, the least expensive, users feel 
they have aligned incentives, and the company 
appears trustworthy.

 

Three ways to align incentives
   Allow your salespeople to recommend suitable 

products to customers that are clearly of high 
utility for the customer, but lower price or lower 
margin for the company

   Offer your customers simple ways to compare 
your product with those of your competitors

   Give fair assessments of your competitors’ 
products, even if that means being more positive 
than you wish to be

The future of trust
Successful companies are already working with 
individual customers in a way that simulates 
how individuals create real trust with one 
another. The ability to create and nourish trust 
is open to all companies, and many should do 
more to minimize their image as a faceless giant 
working against helpless individual customers.  

— Dan Ariely is the James B. Duke Professor of 
Psychology and Behavioral Economics at Duke 
University, and author of Predictably Irrational. He 
is one of the world’s leading experts on honesty 
and trust
— Additional reporting by Logan Ury and Dr Liz 
Mellon. Graphical concept for the public goods 
game video by Matt Trower 

Sacrificing some income for the 
benefit of the other party can be 

an incredibly powerful act
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The crisis commander:
introspection is the key 
to trusting yourself
To deliver in a crisis, you need to learn the source of your inner resolve, writes former 
City of London Police counterterrorism chief Brett Lovegrove

You cannot know what’s in your crisis 
toolkit until you know where to look for 
it. My 30 years as a police commander, 
five of them in the crucible of 
counterterrorism at the City of London 
Police, have taught me that the most 
important tools you have are within 
you, learned not just as a student, or on 
the job as a professional, but through 
a series of experiences beginning as a 
young person. Introspection doesn’t 
come naturally to many leaders – we 
are trained to be outward-looking, to 
direct others, to command and to serve. 
Yet prolonged periods of deep self-
reflection are absolutely crucial to being 
able to cope in a crisis…

You have to spend a lot of time finding 
your inner resolve
Preparation for most people simply 
means training and experience. They 
are important things that every caring 
organization should promote. But to 
understand where your inner resolve 
comes from, you need to spend long 
periods looking inward. When I was a 
young police officer, I sat down quietly 
with everything turned off, all outside 
influences shut out, and said to myself: 
“I made a series of decisions today and 
they were lifesaving. Where did that 
come from? What did I rely on for that 
18-hour shift? The energy I found to 
command and sometimes to challenge 
my senior commanders, what part of my 
life experience gave me that?” It’s not 
just your passion for the job that drives 
you. It comes from something deeper. 

You cannot start looking inward after 
your first crisis
You need to be continually proactive 
and prospective in your introspection. 
Do your inner audit before you face C

o
rb

is
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your fi rst crisis as a leader. Look inside 
yourself, re-examine your childhood 
and career experiences and how they 
shaped you. Unless you look inside, 
and understand where your resolve 
is coming from before your fi rst crisis 
arrives, you will only respond to that 
crisis with half your potential ability. 

Everything you experience in life 
contributes to your crisis response
Th rough childhood, through school, 
through your junior stage, through your 
twenties, thirties, forties, however you 
got there, your total ability to respond 
when the crisis happens relies on what 
has happened to you up to that point.

Who were your role models 
at school? Were your teachers 
encouraging? Was your father dogmatic? 
Did you experience trauma as a 
child? What were your associations at 
school or college? Were they political 
associations? Were you a Young 
Conservative or part of the Labour 
Movement? Did you join the Boys’ 
Brigade or the Girl Guides? 

All those people around you are 
shaping you, infl uencing your beliefs 
and how you respond. Consider how 
your religious faith, or lack of faith, has 
shaped you. Th en there’s your choice 
of job. Once on the career path, you 
end up in a narrow funnel, surrounded 
by people like you who share your 
preferences. Th at narrowing is shaping 
you in a fundamental way too. 

You gain qualities from other people
If you have an ability to defer, you 
learned it from being around people you 
saw defer well and at the right times. If 
you have an ability to command, you 
picked it up from commanders who 
once commanded you expertly. If you 
are compassionate, you have developed 
that skill from someone from whom you 
have witnessed compassion. 

Try to identify those people who 
have infl uenced you because you 
admired them. You are emulating 
them without your knowing it – it’s 
important to work out who they are and 
why you admired them. 

When you are responding to crises 
there is no time to reach for the manual
During the 2005 London bombings, 
I only reached for the manual in the 
late afternoon of the fi rst day. Th e only 
reason I did so was to check what I did 
against the textbook, to ensure I had 

done everything I should have done. In 
that case, the manual backed me up.

But documents can’t prepare you 
for every kind of crisis. You need to 
know enough about yourself to trust 
yourself to make the right calls, so 
you can be confi dent that you will 
perform, whether or not you have been 
trained for, or have experience in, 
those exact circumstances. You listen 
to your advisers, who will tell you what 
the manual suggests you consider in 
particular situations. But you can say, 
“Yes, okay, I understand that, but 
this is not the time for that option, 
I’m not going to do it like that now, I 
can probably consider that later.” Th e 
manual is only there to make sure you 
haven’t missed something huge. 

Feedback tells you what your crisis 
toolkit lacks
Your friends and colleagues might start 
feeding back by feeling that they know 
more about you than you do yourself. 
When they comment on your actions, 
or elements of your personality, it’s 
because those acts or traits are visible 
to them. When people comment, try to 

understand why you are missing certain 
tools. It’s important to refl ect and say to 
yourself, “I see why I acted like that, it’s 
because I haven’t had that experience, I 
can’t hang my hat on any one person or 
thing that I have known and therefore I 
don’t have that tool. What do I need to 
do, with whom do I need to work 
to get it?”

Don’t try to lose your emotional 
baggage
You shouldn’t try to dispense with the 
bad parts of your psychological makeup. 
With introspection, you can get to a 
point where you know why you are the 
way you are, even though you may not 
be particularly proud of it. 

If you shed the psychological 
baggage, you will never be able to use 
it as a reference point. You need to be 
able to say, “that’s not a great part of 
my persona.” Be aware of it – if you 
got rid of those pillars of awfulness, 
you wouldn’t be you. You would be 
knocking out one of the mainstays 
of who you are. So understand your 
downsides, but don’t rely on them. 
Identify and rely on the good stuff . 

T H E  7 / 7  V E T E R A N 
Brett Lovegrove was crisis commander during the 7 July 2005 bombings in 
central London, in which Islamist terrorists detonated three suicide bombs 
on the city’s rapid transit network, the Underground, and a fourth on the 
number 30 bus (pictured left) at Tavistock Square, Euston, killing themselves 
and 52 civilians. Lovegrove has more than 30 years’ experience as a 
commander, much of it spent hunting for terrorists, paedophiles and other 
dangerous criminals. A passionate and devoted anti-racist, he led the review 
team into the racially motivated murder of black teenager Stephen Lawrence. 
He credits his loathing of bullies and bullying as the key inner motive for his 
choice of career. 

Lovegrove retired from his post as head of counterterrorism at the City 
of London Police in 2008. Today, he advises international organizations and 
governments including the US Congress, the US Department of State, and 
the State of Georgia. He is chairman of three companies and chief executive 
of three. 
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The formula that 
breeds confidence 

A psychological assessment that defi nes individuals’ impact at work will help 
managers trust their teams to deliver, writes Dr John Mervyn-Smith

Picture the scene: two parents playing in the 
park with their young children. One of the kids, 
a two-year-old, is being tossed into the air and 
caught. Th e child squeals with delight and pleads 
for more. Th ey trust, implicitly, that they will be 
caught, that they are safe.

Such observations suggest that trust is 
‘hard-wired’, that, as social animals, we are 
prepared to depend upon, and trust in, others. 
Yet many managers and leaders fail to trust their 
employees. Why?

Th e answer lies in the fact that nurture 
inevitably shapes nature when it comes to trust. 

We all have experiences of being supported 
and of being let down, and these experiences 
shape our expectations of colleagues. Optimists 
continue to trust until they have been let down, 
while pessimists will be wary from the outset. 
Th ey are slow to trust until they know they can, 
that it is safe to do so.

We develop constructs to help in this process 
of trust that are often a product of experience 
and received wisdom: for example, “you can 
always trust a surgeon”. Th e most common 
construct that shapes our expectations of trust is 
that of ‘perceived similarity’.
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Most of us would like to consider ourselves 
to be trustworthy. If we see ourselves as 
trustworthy, then we are inclined to trust people 
who are like us. Many selection decisions, 
conscious or unconscious, will be infl uenced by 
this assumption and the expectations that
go with it. Conversely, of course, this approach 
to trust means that people are wary of diff erence, 
suspicious of strangeness and strangers. It is easy 
to see this wariness as part of a survival instinct. 

But our inability to trust those who are 
diff erent to us is bad for business. Diff erent 
people have diff erent talents – and we need to 
be able to trust those who operate in a diff erent 
way to ourselves, or who have very diff erent 
personalities to our own, if our organization 
is to thrive. 

Respect and trust frequently top the list 
of what employees value most. However, 
according to the Society for Human Resource 

Management’s 2015 Employee Job Satisfaction 
and Engagement survey – just 33% of employees 
say they are very satisfi ed with the respect 
they receive at work. Similarly, only 28% said 
they were very satisfi ed with the trust between 
themselves and senior management. Clearly 
something is going wrong.

Trust in the workplace
At work, trust is particularly valued. Hierarchical 
relationships are unequal when it comes to 
power and dependence – and this inequality 
can become unbearable when people cannot 
trust their boss. 

It’s no surprise, then, that employee 
engagement surveys regularly highlight the 
importance of managers being ‘consistent’ 
and ‘fi rm but fair’. Th ese qualities make people 
predictable, and it is this predictability that 
makes people trustworthy. Whether it’s doing 

Optimists continue to trust until 
they have been let down, while 

pessimists will be wary. They are slow 
to trust until they know they can, that 
it is safe to do so
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the ‘right’ thing or the ‘wrong’ thing, we can 
develop an expectation of how someone will 
behave if we see them as consistent.

The interdependence of our relationships 
at work means that trust has to be a two-way 
affair, if we are to be at our happiest and most 
productive. People want to trust their managers, 
managers want to trust their staff – and 
employees want to trust colleagues in their team. 

The expectations factor
The reality in modern business is that people all 
too rarely know what to expect of one another. 
In any relationship, unrealistic expectations are 
most likely to lead to disappointment and a sense 
of being let down.

For more than half a century, management 
consultants have used measures of personality 
to facilitate the development of trust. The 
assumption here is that if we understand 
another’s personality, we are more likely to trust 
them. There is some logic in this approach. 

However, human beings tend to judge one 
another on what they do, not their intentions. 
We base trust upon a judgment of what we can 

rely upon; reliability is the basis 
for trust. Knowing someone is 
warm or outgoing, detached 
or analytical, doesn’t tell us if 
they are reliable or trustworthy. 
It is their deeds not their words 
that tell us this: we assume 
that past actions are a reliable 
predictor of future actions. The 
past is all we have to go on.

Organizations with which we are working 
are starting to use The GC Index. This 
new organometric defines an individual’s 
contribution and impact at work and, therefore, 
predicts what they will actually do in any given 
situation. It provides a useful framework for 
thinking about what we can expect of people at 
work; what we can trust them to do – and not to 
do. It gives managers a very clear understanding 
of the people in their team; they will know what 
to expect of them, what to ask of them and how 
to ‘stretch’ them.

The GC Index
The GC Index describes five roles that people 
take on at work; five different ways of making 
an impact. These roles developed from three 
years of research that initially focused upon 
transformative individuals with the capacity to 
deliver meaningful change to their organization 
– people known as ‘game changers’. 

As the research developed, it became 
quickly apparent that these individuals are most 
effective when they have around them people 
performing four other key and complementary 
roles: playmakers, implementers, polishers and 
strategists (see infographic, above).

Given the adaptability of human nature, 
many individuals will be able to move between 
one or two roles over time but, nonetheless, 
most individuals will have a preference  
for making a particular contribution – their 
natural inclination.  
— Dr John Mervyn-Smith is chief psychologist and 
director at the GC Index

The index gives 
managers a very clear 

understanding of the people in 
their team. They know what to 
expect of them

How do your people think?
Idea focused

People 

focused

Task focused

G A M E 
C H A N G E R S 
 t r a n s f o r m  t h e  
 f u t u r e 
Game changers are individuals 
characterized by an obsessive 
imagination that is not 
constrained by traditional  
ways of doing things – or by 
what they see as arbitrary rules 
and expectations.

Strateg
ists
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024-027_Dialogue_Q2_2016.indd   26 28/01/2016   12:00



27

Q2 2016 Dialogue  

f o c u s

T H E  G C  I N D E X  I N 
P R A C T I C E 
A member of Dialogue’s editorial staff, Robert 
Mann*, volunteered his GC Index profile for 
examination. We can use it to illustrate what 
we might expect of him at work and how these 
expectations form the basis of trusting and 
productive relationships.

Mann’s profile reflects his imaginative and 
obsessive nature. He is a very strong polisher – a 
person for whom ‘good enough’ is difficult to 
accept. He may not always share the pragmatism of 
his implementer colleagues, those who know when 
something is good enough and ‘fit for purpose’. 
Mann’s profile is far from unusual for people in the 
world of publishing and writing – other journalists 
and editors we have profiled under The GC Index 
exhibit similar traits. Mann benefits from working 
in a very time-sensitive industry. Were it not for 
deadlines, he may struggle to complete tasks 
because, for polishers, things are never really 
finished, they can always be improved. 

Give Mann a task that requires a strong and 
conscientious attention to detail and delivery to the 
highest standard and he won’t let you down – you 
can trust him. This is not born of a desire to please 
others. It reflects a self-critical nature and high 
personal standards that determine Mann’s actions, 
both inside and outside of the workplace.

Mann also has strong game changer inclinations. 

He can be relied upon to push the boundaries 
of what is possible, and trusted to question and 
challenge traditional ways of doing things. He views 
received wisdom as something that should be 
interrogated, not accepted unquestioningly. More 
than that, he will want to ask “what if?” and “why 
not?” He will be engaged by tasks and opportunities 
that call for original thought and creativity.

This interest in ideas and possibilities for game 
changers can often be mistaken for strategic 
thinking. Mann’s profile shows that being a strategist 
is not a strong inclination. He has little passion for 
analyzing patterns and trends within a broader 
context and would not relish being hired for such 
a role. He is more interested in setting a trend than 
following one.

Similarly, he has a low playmaker score. His 
interest is in implementing new ideas (game 
changer) to a high standard (polisher), not in 
orchestrating activities through others. He expects 
others to be like him: self-sufficient and self-
motivated. He strongly benefits from playmaker 
colleagues, who complement him. 

This portrait of Mann illustrates the multi-
dimensional nature of trust. The more we operate 
with global constructs and form trust based on 
superficial qualities – “you’re from head office, I 
thought I could trust you”– the more we are likely 
to feel disappointed and let down. The better we 
understand what people can contribute and what 
their preferences are, the more we appreciate what 
we can and cannot expect of people at work, the 
more likely we are to build productive and  
trusting relationships.
* Names have been changed

Can you trust  
a journalist?

P L A Y M A K E R S
 o r c h e s t r a t e  t h e  
 f u t u r e 
Playmakers are at their 
best when they are getting 
things done through others, 
they are the facilitators and 
orchestrators within a team. 
At heart, their philosophy is: 
“Get the relationships right and 
things will get done.”

I M P L E M E N T E R S
 b u i l d  t h e  f u t u r e 

Implementers have a strong 
drive to achieve. At their best, 
they can be relied upon to 
deliver. They are often seen as 
conscientious, “a safe pair of 
hands”.

P O L I S H E R S
 c r e a t e  a  f u t u r e  t o  
 b e  p r o u d  o f 
Polishers are rarely satisfied. 
They assume things can always 
be improved and channel 
this optimistic drive into 
continuous improvements  
and innovations and the 
pursuit of excellence and 
perfection.

S T R A T E G I S T S
 s e e  t h e  f u t u r e 

Strategists are ‘big picture 
thinkers’ who, at their best, 
see and analyze patterns 
and trends in their world. 
They have an ability to ‘see’ 
where events are taking us 
and how to respond to that 
prediction of how things 
will develop. 
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Give your people 
the freedom to fly
Without innovation, companies cannot succeed. But people won’t try out ideas unless their 
employers trust them. Sanyin Siang meets the trust pioneers 

Command and control is dead. Trust 
is the new currency. To prevail in 
a volatile, uncertain, complex and 
ambiguous  world, we must all rely 
on our people more than ever before. 
Customers and employees want 
organizations to be transparent, to 
respond fast and to treat them  
as distinct individuals. 

“When driving growth and cultural 
transformation like we are, you have 
these moments where you feel as if you 
are making progress, and moments 
when you realize that you need to 

reground yourselves,” says Jeff Jones, 
chief marketing officer of US discount 
retailer Target. “We are finding how 
much trust, and lack of trust, is standing 
in the way of progress in some areas 
over others.”

So how do you create trust in 
order to underpin innovation? Senior 
executives from leading companies 
testify that the following four key 
elements should comprise company 
trust strategies:

   increase empowerment
   engender empathy
   boost involvement 
   create higher purpose 

By making sure you 
don’t hold innovation 

as the domain of a precious 
few you will gain a much 
broader perspective of the 
endless possibilities  
that exist
Katie Bayne The Coca-Cola 
Company

encourage our leaders at every level to 
know their men and to empower them 
to outrun the plan,” he says. 

“In my own career, one of the best 
pieces of advice I ever received was 
from a senior officer who suggested 
that I carry a card in my pocket with 
the words, ‘when is the last time I 
allowed someone to change my mind 
about something?’ Mission command 
is about trust, about white space, about 
accepting a bit of chaos. It’s more 
mindset than process.”

Empathy 
Too often, a senior leadership team 
identifies urgent and necessary change, 
based on data, but finds that the 
people throughout the organization 
who are responsible for its successful 
execution do not readily embrace the 
new direction. The root cause is lack of 
empathy, which leads to distrust.

Take Tenet Healthcare, which was 
a hospital company in 2006, but has 
transformed into a health services 
firm. Imagine the fear and discomfort 
this type of transformation can create 
internally. Kelvin Baggett, chief 
clinical officer of Tenet, explains how 
the company empathized with its 
employees to drive the change. “You 
have to recognize the individual in 
institutional change, respond to their 

Empowerment
As organizations decentralize, 
empowerment of individuals becomes 
evermore crucial. But we cannot 
empower individuals unless we trust 
them, and we cannot expect them to 
run with ideas and risk failure unless 
they trust us. For example, Frontier 
Communications has undergone three 
major acquisitions during the past five 
years, the most recent of which doubled 
the size of its workforce.

Its chief executive, Dan McCarthy, 
shifted the focus of the firm away from 
the conventional model of productivity 
and efficiency. “We said that it is okay 
to get fewer jobs done a day so long as 
the customer is delighted with each 
interaction,” he tells Dialogue. “If that 
means you find something that requires 
you to go beyond the call of duty, you 
are empowered to do that.”

If any organization is famous for 
its hierarchy, it’s the US military. Yet 
individual empowerment is at the 
forefront of its leadership strategy. 
General Martin Dempsey was the 
highest-ranking officer in the US armed 
forces as chairman of the Joint Chiefs 
of Staff until he retired in late 2015. 
He describes the connection between 
mission command – a framework for 
empowerment – and trust. 

“Mission command is the way we 
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needs and emotions and ensure you 
give them the resources they need to 
succeed,” he says. “The real opportunity 
is helping employees to understand that 
we’re not taking anything away from 
them, but are helping them make this 
company better. That redirection had 
such a huge impact on the individual’s 
sense of purpose and security. Taking 
risks is inherent to innovation. It’s how 
we build a culture of innovation at Tenet 
– ‘performing today while positioning 
for the future’.”

Involvement
The role of the leadership team is 
to create the conditions for fruitful 
innovation across the organization, even 
to the edges. Innovation doesn’t happen 
in silos – it happens in teams. Katie 
Bayne, senior vice president, Global 
Sparkling Brands, at The Coca-Cola 
Company is responsible for marketing, 
portfolio strategy and innovation of the 
Coca-Cola brand and the company’s 
other sparkling brands internationally.

“While there are people within 
the organization who have job titles 
that specifically call for innovation, 
the reality is that innovation can come 
from anywhere – both within the 
company and from our partners and our 
consumers,” she says. “The key is being 
open to new ideas and fresh thinking 
that will drive innovation. When you 
consider that Coca-Cola, the product, 
has been the same for 129 years, what 
becomes important is how we innovate 
around that product to meet evolving 
consumer needs and desires.”

Share a Coke, a marketing campaign 
that allows the consumer to find their 
name on a Coke can, started with one 
individual’s creativity in Australia. 
While a simple idea, its execution 
and scaling globally required a vast 
infrastructure that included digital 
printing capabilities across all of Coke’s 
250 plants, and demanded cultural 
relevance for each region. 

How would Bayne recreate this 
exemplary innovation? “By being 
open to new ideas,” she says. “We just 
launched a new crowdsourcing platform 
that has been specifically created to 
give people in the company an outlet 
to share new ideas. In 24 hours, we had 
350 ideas submitted, not by marketers, 
not by private development, not by 
agencies, but by people who work 
on the frontlines of our business. By 
making sure you don’t hold innovation 
as the domain of a precious few you will 
gain a much broader perspective of the 
endless possibilities that exist.”

Purpose 
Innovation that also has positive 
societal impact can drive a deeper 
level of trust among employees and 
customers. An example here is Kohler, a 
145-year-old company that is applying 
its core mission towards sustainability 
and environmental impact. Its chief 
executive David Kohler says the change 
was born of a need to give employees 
a higher purpose. “It breeds passion, 
energy and commitment,” he says. 
“When you look at the demographics, 
specifically millennials, it’s hugely 

relevant. All of us want to feel our time 
on earth will leave the world a better 
place. The project really has been 
very impactful and is creating a lot of 
enthusiasm. We are still in the early 
stages; but it’s going to continue to 
snowball because it is so aligned with 
how people feel today and the way they 
will be selecting companies they want 
to work with in the future.

“When you talk about scaling trust, 
people want to be a part of organizations 
that have that genuine integrity and 
intent – good people really working 
hard to do the right thing. All these 
activities, like the commitment to 
sustainability and our commitment 
to ‘innovation for good’, point to an 
organization that has its head in the 
right place and a heart, a will, a desire, 
an openness and inclusiveness. That is 
scale – when you scale trust, you scale 
the enterprise, and you are maximizing 
your human talent.”

Marty Yudkovitz, retired head of 
innovation at Disney, concurs. “Disney 
as a company has the public trust, and 
that is taken very seriously,” he tells 
Dialogue. “Our cast members are keepers 
of public trust. We tell them that you 
don’t represent Disney—you are Disney. 
This generates ownership and pride, 
which is a remarkably powerful fuel. 
They become even more engaged in 
the guest experience at our parks and 
dedicate themselves even more to the 
goal of exceeding customer expectations 
in that. And we trust them with the 
responsibility, authority and ownership 
of the role.”

Innovation is based on trust – it is  
about giving people control when and 
where they need it and understanding 
where the risks are. When people 
distrust, there’s an element of loss of 
control. Can you give them back a sense 
of control and feel comfortable losing a 
bit of yours?  
— Sanyin Siang is executive director of 
the Fuqua/Coach K Center on Leadership 
& Ethics at Duke University
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Values have value
Put aside your scepticism. A clear set of company values can transform your organization 
and help your managers to trust their own decisions, writes former De Beers’ Diamond 
Trading Company chief executive Varda Shine

While it may seem unthinkable in the 
modern world that any self-respecting 
large corporation would lack a set of 
corporate values, many organizations 
have only recently started to verbalize 
what it is that characterizes their 
business and the way it operates. 
And even after a set of values has 
been established, it’s common to find 
scepticism about whether values have 
any real meaning. 

The question asked is whether the 
values have any way of representing the 
organization’s employees. Do they play 
a meaningful role in guiding action? In 
short, do values have any value?

Contrary to what I have heard 
from some of my peers and former 
colleagues, my personal experience of 
embedding and using a set of values at 
the De Beers Group of Companies was a 
positive one. Of course, the sceptics are 
always vociferous. For example, some 
people asked how it could be feasible to 
distil the core values of 20,000 people 
around the world into four or five pithy 
statements. Wouldn’t those statements 
be so general that they were rendered 
devoid of meaning? 

Yet despite these misgivings, a 
couple of anecdotes highlight why I 
believe there is a place for values. More 
than that, values are a core necessity for 
today’s senior manager who needs to 
find ways to encourage the behaviours 
that will drive sustained commercial 
success. Ultimately, I would argue 
that good values underpin long-term 
achievement.

The story of De Beers
We began developing De Beers’ 
set of values in 2006. The process 
was leadership-led, supported by 
interviewing some 200 employees from 
around the world (including Southern 
Africa Joint Venture (JV) employees). 
The outcome was a list of five values: be 
passionate, pull together, build trust, 
shape the future and show we care. 
The first four were strongest among 
developed country employees, while 
‘show we care’ was a clear leading voice 
of the Southern Africa JV employees, 
reflecting well-established social 
responsibility towards the diamond- 
producing nations and their people.

Once the values had been 
developed, they were shared with all 
employees. The most powerful means 
of sharing was via small workshops, 
including case studies that provided a 
dilemma – we chose different cases for 
different parts of the organization, to 
make them locally relevant. Each group 
was asked to reach a decision on the 
dilemma, explain their reasons and look 
at each value and its contribution to 

the final decision. It soon became clear 
that the values reflected the things that 
pretty much everyone saw as important 
in their working lives. This was either 
through affiliation with personal values 
or because the values provided common 
ground to support decisions made 
at a company level, rather than on a 
personal agenda. 

Were the values so generic that they 
were meaningless? Not at all. First, we 
developed detailed statements for each 
value, so it was unique to De Beers. 
Second, communicating them widely 
and regularly reminded people daily 
how they were expected to behave. 
Third, they built pride in De Beers, as 
they made explicit that the company 
shared the moral characteristics of those 
working for it. Last, but not least, they 
broadcast to the world that these ways 
of working were important to us. Being 
explicit about the values our corporate 
citizen holds dear helped external 
stakeholders recognize it as a company 
with a strong moral compass and helped 
them see how we had changed.

How did values guide behaviour?
There were many decisions and actions 
from 2006 onwards where the values 
helped me and my executive team make 
the right choices. Here is one example, 
relevant to many organizations, which 
helped steer us through crisis, cost-
cutting and restructuring.

The unfortunate commercial 
realities of the 2008 financial crisis had 
a predictably large impact on a luxury 

D I A M O N D  V A L U E S

 Be passionate
 Pull together
 Build trust
 Shape the future
 Show we care
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business such as De Beers and we, like 
many other companies, had to take a 
number of difficult decisions about our 
workforce and scope of activities. It 
was one of the most difficult periods I 
have experienced as a leader, as I felt 
the weight of responsibility to so many 
people that had shown outstanding 
loyalty to De Beers. 

At first we felt powerless to make 
fair and responsible decisions, but 
– somewhat to my surprise – my 
executive team and I found that the 
corporate values gave us a strong 
framework for guiding action. 
Throughout every tough conversation 
about employee redundancy packages, 
relocation activities and departmental 
mergers, we quickly found the answers 
once we consulted our values. 

‘Show we care’ was particularly 
relevant. There were some tough 
choices to be made, and sometimes 
the values almost competed with 
one another (especially shaping the 
future with show we care and pulling 
together), but using the values as the 
heart of the conversation was very 
helpful in demonstrating to everybody 
why and how decisions were taken. 

One of these was a decision to stop 
a certain activity in our office in South 
Africa. We knew it would mean making 
people redundant – in a place where 
every worker supports eight at home. 
We had to balance what would be the 
right thing for the long-term survival of 
the business with how to work with the 
government and the needs of employees 

and the union. We reached a respectable 
agreement on packages for those who 
had to leave, while sending some to 
other African operations.

This clarity about the ‘why’ of 
our decisions made the ‘what’ more 
palatable. We cut costs substantially 
and reduced headcount at the 
Diamond Trading Company (DTC) 
by 20%. It was done with respect, 
dignity and care and was  
well-accepted by our wider 
group of employees.

So while it may be 
tempting to think of values 
as little more than corporate 
‘fluffery’, I would urge you 
to think again. It’s not 
necessarily easy to distil 
your organization’s values 
down to a few statements, 
and it may be even harder 
to generate real employee 
buy-in. But I truly believe 
that the effort will prove to 
be worthwhile. 

Values really do have 
value. 
— Varda Shine is the 
former chief executive 
of De Beers’ Diamond 
Trading Company, 
the distribution 
arm for Rough 
Diamonds. She is 
now a non-executive 
director, C-suite 
executive mentor  
and entrepreneur

In every tough 
conversation about 

employee redundancy, we 
quickly found the answers 
once we consulted our 
values
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Walk on the wild side
Management guru Charles Handy urges professionals to jump into the unknown 
before the world pushes them there 

It’s hard to imagine it, here in the calming 
surrounds of his East Anglian cottage, but Charles 
Handy wants to make you feel uncomfortable. 
He thinks the traditional economic model of a 
breadwinner on a salary, paying a big mortgage, 
loyal to their employer for years, is either dead or 
dying. “There’s nothing so insecure as a secure 
job,” he says. “The security is illusory.” 

His new book, The Second Curve (see review, 
page 80) urges professionals to strike out alone, 
just as he did years ago, even if times become 
lean for a while: “The children don’t care, they 
haven’t a clue, they have baked beans for  

supper instead of salmon, 
but what the hell?” The  
key, says Handy, is to 
unshackle oneself from 
corporate control. 

Is the book going to 
unsettle people who are 
happily married, heavily 
mortgaged and gainfully 

employed? “Oh I hope so,” he says. “That’s the 
whole point of the second curve: that when you 
are happy you really need to become unsettled, 
because this won’t last for ever. At the peak of 
your contentment you ought to be thinking of 
your next venture.”

Generation X, those who grew up and 
came of age in the 1980s, once promised to be 
a radical cohort, but instead became probably 
the last conservative generation: get a job, buy 
a house, start a family. The newer generation, 

Generation Y, is different, says Handy. They crave 
not the permanence – the illusory security – of 
their predecessor generation, but a pluralistic, 
footloose existence. “I suspect that goes right 
down the income scale,” says Handy. “The 
uneducated coming out of school are not 
expecting to have a proper job, and they are 
certainly not expecting to buy houses.”

But if Handy’s message is unsettling, it is not 
pessimistic. Perhaps the unknown new world, if 
terrifying now, might turn out to be better than 
this one? “I call it the problem of the caterpillar,” 
says Handy. “The caterpillar hasn’t any idea  
that he is going to turn into a butterfly. He just 
sees that his skin is falling to pieces, and he’s 
dead scared. Prowling around his cabbage leaf is 
all he knows. He can’t imagine being beautiful 
and able to fly.”

Handy wants professionals to understand 
that they too need to spread their wings. “The 
second curve is a positive thing,” he says. “If 
you are talented, you should value your freedom 
more than your security. People with talent 
should opt out. I can’t understand why all the 
consultants in the NHS want to be employees. 
Why don’t they incorporate themselves in 
groups and sell their services back to the 
hospitals? They’d have much more control over 
their lives that way.” 

But what of millions of people who are 
essentially unambitious, happy to stay in 
routine jobs? Why should they seek a second 
curve? “Because the world is going to change 

w r i t i n g
Ben Walker

p h o t o g r a p h y
Elizabeth Handy

You can see the 
future in the present, 

if you know where to 
look for it
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around them,” says Handy. “You can see the 
future in the present, if you know where to 
look for it.” He says the internet data revolution 
has rendered information free-of-charge, 
and this fundamental change to the way the 
world works is causing everything we know to 
collapse around us. “Whenever a major new 
technology arrives it takes about 50 years to 
work its way through society,” he says. “We are 
about 25 years in.” Those working in the caring 
professions and manual trades might escape 

mostly unscathed, he adds: “Education can be 
done by technology but, particularly in the early 
years, you are always going to need a degree of 
personal attention. There are some manual jobs 
too, like bricklaying, which cannot be automated 
or exported.” But those in semi-skilled office 
jobs face an uncertain future: “If you work at an 
insurance company and you’re happily entering 
numbers in a ledger and putting them on a 
computer, believe me, you won’t be there in  
ten years’ time.”
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Th e uneasy dawn that Handy predicts 
requires a new type of management. “It’s a 
fascinating world we are entering but it amazes 
me how few people are thinking about it,” he 
says. In his new book, he toys with the idea of a 
concept he calls “managing without managing”, 
having observed companies that have thrived 
while spending precious little time, and very 
little money, on training and performance 
reviews. If you fi nd good people with the right 
credentials, who are enthusiastic to work on 
your project, you can just let them team up 
and fi nd their own way, he argues, which 
will probably be more productive and more 
innovative than any path the company might 
have laid down for them. 

“Part of the caterpillar-to-butterfl y change 
is that hierarchy is dead,” says Handy. “We 
were captured by the three big religions of the 
West – Christianity, Judaism and Islam – all of 
which are hierarchical, and we have grown up 
thinking that the top-down system works well. 
But one of the major eff ects of technology is that 
hierarchy has gone because everybody can know 
everything.” Projects will be run in small groups, 
rather than corporate pyramids. Roles will be 
fl uid. “Teams can’t work properly without 
someone deciding what they have to do at some 
point,” says Handy. “But the role of leader 
will change depending on what stage the task 
is at. Th e small-group working will be 
enormously satisfying.” 

If company leaders don’t change soon, their 
new labour force will change it for them, Handy 
suggests: “Th e emerging generation is intolerant 
of authority – and authority doesn’t work unless 
you have the agreement of everybody. We have 
no more than ten years left of hierarchical 
organizations.” 

Now in his eighties, Handy is a big beast 
of business thinkers. A prolifi c author, and 
popular face on the high-end speech circuit, 
he is a crowd magnet – his panel session at 
the recent Drucker Forum played to a packed 
auditorium of global business leaders. He is 
the ultimate independent spirit nowadays, 
but he hasn’t always been that way. He found 
his own second curve back in the 1960s, when 
he was establishing London Business School. 
He’d leave home at 7am and return at 8pm. His 
daughter told him that she thought he was the 
man who came to lunch on Sundays. “And after 
about six or seven years my wife asked me, in 

I knew that things had to change 
when my wife told me that I had 

become the most boring man she 
had ever met

a tone of voice I didn’t much like, ‘How’s your 
school doing?’ I replied: ‘Considering it’s a new 
institution that has never been known in Britain, 
I think it’s doing quite well.’ My wife said, ‘I’m 
so pleased for you because I think you should 
know that you have become the most boring 
man I have ever met.’” His wife’s comments hurt 
him, but eventually hit home: “I realized I was 
sacrifi cing everything to my job, which I didn’t 
much like and which was very hard work. 
Th at was the point where I started thinking that 
this must end.”

Latterly, Handy lost his father, who was a 
parson in the same village church for 40 years. 
Handy had long considered his dad a nice but 
unexciting man. “Th at was until I went to his 
funeral and met many people who said that 
he mattered so much to them,” he recalls. 
“I thought, ‘who do I matter to, in my hasty 
ambition to climb ladders?’” He got out of the rat 
race and launched his own second curve before 
the world even knew that a global second curve 
was around the corner. 

Of course, like all epochal changes, those 
who go through them readily forget what 
went before. In time, says Handy, the portfolio 
economy will be the norm: “We are going to 
have a world of short-term contracts, and I don’t 
think that’s too bad, but it’s going to be a more 
frightening world, undoubtedly.” 

Business schools, at least as we know them 
today, will be gone, says Handy, replaced 
by executive education that takes place in 
interactive groups in spaces far removed 
from traditional lecture theatres. Nations will 
decentralize, even federate, perhaps, in the 
case of the UK. Th e three pillars of professional 
existence – business, education and government 
– will shed their skin and metamorphose, the 
old world consigned to history. “Th e butterfl y 
probably doesn’t know that he ever was a 
caterpillar,” says Handy. “And our change 
is going to be wonderful too, once we have 
adjusted to it. Your security is going to be in your 
own abilities, not in your possessions. Assets 
are out – your only asset will be yourself. It will 
be a very exciting world but, like the butterfl y 
himself, I think rather fragile.” 

Further reading
The Second Curve is available in print 
and e-book
£8.99 (paperback)

 bit.ly/2ndcurve

If you are talented, you should 
value your freedom more than 

your security. People with talent 
should opt out
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Try to see eye-to-eye 
with your remote team

Recent research from ILM highlighted some 
of the difficulties posed by remote working. 
An almost universal concern was the 
potential for misunderstandings that arises 
when working with people you don’t see 
every day. 

Remote working requires many of 
the same interpersonal skills that are 
necessary when working with people in 
the same time zone, in the same office. 
We want people to understand what we 
are saying; to do the things we ask them 
to do, in the way we 
want them done; to 
meet deadlines; not to 
take offence when we 
highlight that things 
haven’t gone as well as 
we would have liked 
them to; to make work 
a pleasant experience; 
to share a sense of satisfaction at a job well 
done; and to contribute to a feeling that our 
work has intrinsic worth.

But this is a formidable list of demands 
– even when colleagues are near us and 
we have a better chance of noticing 
misunderstandings, clarifying confusions 
in the moment they arise, rectifying 
errors by a brief exchange of words and 
responding to our colleagues’ moods by 
noticing their helpful non-verbal cues. So 
how can we achieve the same ambitions 
when we only have video, phone and 
email? How can we relate to colleagues 
who are not in the same room or time zone, 
who we might never have met in person? 

Be honest about your strengths as 
a communicator – do you write clear, 
concise and helpful documents? Seek 
feedback from recipients of your written 
communication and if the answer is ‘no’, 
think carefully before you send a written 
communication, recognize that you 
might not get the response you want, and 

consider what additional support your 
written communication needs, to ensure 
its message is clearly conveyed. 

This groundwork usually involves 
a conversation – it could range from a 
general apology for your lack of writing 
skills when you first encounter a new 
colleague, to a dedicated phone call 
explaining what’s about to arrive by email 
and the message you intend it to convey. 
Spoken communication can be more 
effective than written, even if it’s one way. 

Don’t just assume 
that a written email 
is the answer if there 
are time differences – 
record a voice or video 
memo and email that 
instead. Sometimes, 
protocols demand 
that email is the only 

option, but treat email as an exchange that 
can be formal and/or friendly but not an 
appropriate medium through which to 
convey anger or frustration. Email ping 
pong is rarely a good idea: a two-step 
serve-and-return is ideal but once a rally 
starts there are no winners – interrupt the 
rally with a phone call.

Most of us like recognition for our 
achievements and an appreciative nod 
or encouraging smile in a meeting is very 
welcome. Consider how to convey such 
gestures in a virtual way; for example, a 
texted emoticon conveys appreciation 
rather well.

If misunderstandings keep arising and 
colleagues are closer to the disappointing 
end of the continuum, talk about it – email 
won’t move that dial. 

Watch again
See our expert webinar on working with 
remote teams

 bit.ly/webinarremoteteams

 k a t e  c o o p e r 

The power of the human face is even more important when your staff 
are working at home

Email is not an 
appropriate medium 

through which to convey 
anger or frustration

Kate Cooper is head of 
applied research and 
policy at the Institute of 
Leadership & Management
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Do your leaders 
measure up?
The way to assure investors and shareholders of your company’s leadership value is to quantify it – 
accurately, write Dave Ulrich and Justin Allen

The board of directors of a publicly 
traded company was frustrated at its 
firm’s consistently underwhelming 
stock price. It invited a leading 
investment counsellor to undertake 
an assessment and offer advice. The 
adviser reported that their firm had the 
highest cash flow (gross margins) in the 
industry and the highest innovation rate 
(percent of revenue from new products 
in past four years), but its share price 
lagged behind the industry by about 15-
20%. The board said it knew this, which 
was why they invited the counsellor to 
come in to provide advice. But, when 
pushed for solutions, the adviser had 
little to offer.

A large global conglomerate decided 
to invest in extensive leadership 
development. It built a remarkable 
training facility and organized an 
outstanding leadership development 
curriculum. It estimated that, over five 
years, it would invest approximately 
$500 million in leadership development. 
The chief executive was personally 
committed to this major investment, 
but asked the leadership development 
professionals to help him justify the 
investment for his board. The leadership 
development team struggled to identify 
substantive measures and benchmarks.

Volkswagen hit major trouble 
when it was reported that its emissions 
inspections had been tampered with. 
The carmaker’s stocks plummeted, 
wiping billions off the share price of a 
once-vaunted industry leader. 

These three examples all have 
an underlying origin: the quality of 
leadership shapes shareholder value.

Volkswagen’s leaders cost their 
shareholders billions of dollars of market 
value because investors lost confidence 
in the quality of leadership. They need 

to figure out how to regain this lost 
confidence quickly, to recover the 
erosion of market value.

We found that investors allocate 
35-40% of their decision making to 
cash flow, 30-35% to intangibles, 
and 25-30% to leadership (see figure 
1). However, investors are beginning 
to realize that the quality of a firm’s 
leadership is also behind much of its 
intangibles value.

The intersection of leadership 
insights and investor value results in 
what we call the Leadership Capital 
Index (LCI). This index offers investors 
insights into the quality of leadership 
and gives leadership a clear outcome for 
their work (see figure 2).

Creating the index was a daunting 
task. We wanted it to offer precise 
insights about the impact of leadership 
on investor confidence, about the 
specific leadership competencies that 
drove that confidence, and we wanted 
to find this leadership magic number 
from existing reporting documents 
(balance sheet and income statement). 
Such leadership holy grails do not exist. 
There is not a standard of leadership 
that applies universally across all 
organizations.

Two domains of effective leadership
But we found that we could create an 
index that gives investors increasing 
insight and confidence in their 
assessment of leadership and guides 
leadership development efforts to help 
them build investor confidence. Our 
index draws on extensive leadership 
theory, research and practice, and 
suggests there are two domains of 
effective leadership that investors 
can assess: individual leaders and 
organizational leadership. Within each 
domain are five specific elements of 
leaders and leadership that investors 
may assess (see figure 3).

Our framework offers a thorough 
overview of the quality of leaders and 
leadership within an organization. Each 
of these ten elements of leadership can 
then be assessed through:

 On-site visits and interviews
 Corporate reports (for example, 

engagement scores or turnover of key 
employees)

 Social media sites

An index may then be created  
that audits the quality of leadership 
within an organization.
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Who can use the index?
Once an LCI has been created for a 
fi rm, it should be used by multiple 
stakeholders to increase market value. 

 
Investors 
Active investors who research the 
companies in which they invest (for 
example, pension funds, private equity, 
venture capital, portfolio managers) 
can go beyond fi nancial reports to 
examine the quality of leadership. With 
an LCI, they can probe the underlying 
leadership knowledge and skills, which 
gives them greater confi dence in future 
earnings and reduces their risk.

When we started to create an LCI 
for investors, we wanted to take 
investors from 5-10% confi dence in 
leadership to 80-90% confi dence. Th is 
was naive. Assessing leadership is still 
as much art as science, but we think 
we can help investors get to 30-40% 
confi dence in the leadership of fi rms in 
which they invest. 

From extensive interviews with 
active investors, we found that most 
investors recognize the value of 
leadership, but either don’t assess it 
because it is not in reported income 
statements, or do a very narrow 
assessment of one or two leaders (for 
example, the chief executive and/or the 
chief operating offi  cer) on one or two 
of the ten elements (for example, does 
the chief executive have a good track 
record, or a viable strategic position, or 
personal charisma?). 

Th e LCI off ers investors a 
comprehensive picture of leadership. 
For a fi rm such as Volkswagen, where 
leadership has cost the fi rm market 
value, investors will want to ensure that 
future leaders maximize all the elements 
of the LCI.

 
Boards 
Boards represent investors to ensure 
maximum shareholder value. Th e 
index will help the board recognize 
not only the premium or discount of 
leadership, but the ways to improve 
it. In the earlier example (of the board 
of directors looking into reasons for 
their company’s low stock price), the 
independent adviser could stipulate 
that leadership is the reason the fi rm is 
being discounted against its earnings 
and innovation. Th e adviser could then 
point to specifi c elements of the LCI to 
help the board direct leadership eff orts 
to build shareholder confi dence.

Leadership development experts 
In building future leadership, general 
managers, HR professionals and 
leadership experts work to build 
leadership that investors will value. 
Eff orts may include hiring, promoting, 
training, and developing leaders. In 
each of these cases, a standard for 
improving leadership is the extent to 
which investors will see improvements 
in the ten elements of the LCI. One 
chief HR offi  cer said a large part of his 
time was spent meeting investors to 
help them see the quality of leadership 
within the organization. Th e LCI would 
help him in these conversations.

Entrepreneurs 
More than 70% of new jobs in the 
US and EU are created by small and 
medium enterprises (SMEs). Investors 
are increasingly investing in private 

equity funds to benefi t from the value 
created by these SMEs. However, SMEs 
naturally off er very little historical 
track record for investors to use as a 
basis for investment decisions, leaving 
intangibles and the underlying quality 
of leadership as the key areas for fi rm 
valuation. Entrepreneurs can use the 
LCI to provide investors with confi dence 
-building data that indexes the SME’s 
quality of leadership. Additionally, as 
SMEs use and track LCI data over time, 
entrepreneurs can show year-over-
year improvements in the quality of 
leadership, thus increasing investor 
confi dence further.  

T H E  G O L D E N  T R I A N G L E
Investor decision-making allocation

 F i G  1 

2 5 - 3 0 % 
leadership

3 5 - 4 0 % 
cash fl ow

3 0 - 3 5 % 
intangibles

O V E R V I E W  O F  L E A D E R S H I P  C A P I T A L  I N D E X

 F i G  3 

Individual
Personal leadership traits

Building personal profi ciency
Articulating strategy

Executing/Getting things done
Managing people now & future

Diff erentiating leadership

Organizational
Human capital systems

Creating cultural capability
Building talent

Managing performance
Sharing information

Redefi ning work

 F i N a N C i a l  p e r F O r M a N C e  i N T a N G i B l e s  p e r F O r M a N C e 

 l e a d e r s h i p  C a p i T a l 

d O M a i N

e
l

e
M

e
N

T
s

I N T E R S E C T I O N 
O F  L E A D E R S H I P 
&  I N V E S T M E N T

 F i G  2 

 l e a d e r s h i p 
How do leaders and leadership 

create value?

 i N V e s T O r s 
How do we fully value our 

investments?

 l e a d e r s h i p  C a p i T a l  
 i N d e X 

How do investors realize the 
market value of leadership?

Further reading
The Leadership Capital Index
Dave Ulrich
$29.95

 bit.ly/LCIbook
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How bullies 
are made
Our coping strategies go badly wrong when our cognitive 
health fails, writes Keiron Sparrowhawk

Sally was a high-flying senior executive. For 
years, her company relied on her to make 
decisions and solve deep problems. She was the 
company hero. � en one day, her cherished 
lieutenant, Joe, announced he was leaving the 
company. Not only did she lose a great confi dant, 
but all Joe’s staff  now reported to Sally.

For a while, Sally coped, but it grew harder  
for her to make decisions. � e stress of more staff  
reporting to her didn’t help, and even simple 
decisions became challenging. Her people were 
no longer holding her in high esteem. She was 
cognitively paralyzed. � e tipping point for 
Sally was the meeting when everyone attending 
expected her to decide whether the company 
should invest into, or divest from, one of its 
business sectors. 

Bad behaviour sanctioned
Everyone was looking at Sally when suddenly 
she erupted and threw insult after insult at one 
of the more junior members of the team who 
completely crumpled, weakly concurring with 
Sally that he hadn’t given her the information 
she needed to make the decision.

Everyone sided with Sally; they didn’t 
want to feel the force of her anger. It was in 
that moment of the sanctioning of her bad 
behaviour that Sally became a bully. From then 
on, whenever she was in a tight spot, Sally knew 

she could resort to anger and intimidation. Sally 
stopped leading and managing her team, and 
‘coped’ by using this new-found, but ultimately 
destructive, habit of bullying. � e staff  fell into 
two camps. � ose who hated and avoided her  for 
fear of being bullied, and those who sucked up 
to her and ingratiated themselves, knowing that 

being on her side was a way to avoid her anger. 
Underneath it all, Sally hated the person she had 
become. Her former confi dant, Joe, heard about 
the situation through the grapevine and arranged 
to meet Sally. He told her she was clearly 
suff ering and advised her to fi nd a new mentor.

He had had a cognitive health assessment 
in his new company and told Sally she should 
also have her cognitive health assessed. Joe had 
learned that cognition is synonymous with the 
way our minds work and can be assessed by 
looking at the fi ve key cognitive domains. 

Sally found herself a mentor, to replace Joe. 
She delegated more of her decision making 

If someone bullies where once 
they led, then the chances are 

their working memory is shot 
to pieces
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and she worked with her personal assistant 
(PA) to ensure that every meeting she attended 
was crucial; Sally had to justify to her PA why 
she must attend these meetings, otherwise 
the PA found someone to take her place. Sally 
stopped using electronic devices after 8pm every 
evening and not at all on Sundays. She ensured 
she got more sleep and reduced her stress. She 
also had her cognitive health assessed, as Joe 
recommended. � e results were insightful.

Personalized training
� e assessment showed that Sally’s working 
memory had been shot to pieces. Working 
memory is the cognitive domain that enables us 
to make decisions and solve problems. It’s where 
we hold a vital piece of information in our short-
term memory, embark on analysis within our 
cortex, using additional data, and then revert to 
the original thought. We go through this process 
to a make a decision or solve a problem. Sally 
used to be good at this, but losing Joe, acquiring 
more staff , and being stressed, reduced her 
cognitive abilities and she entered a downward 
spiral that decimated her working memory.

Now that the cause of her problem had been 
identifi ed, she was able to do more about it. She 
undertook personalized training that came with 
the assessment. � is trained all fi ve of her core 
cognitive domains, but, being personalized, it 

was more intense on her working memory, since 
this was her weakest domain. 

� e training adapted and challenged her as 
she grew stronger. Sally asked her staff  to have 
their cognitive health assessed, too. She allowed 
team members to keep their scores confi dential, 
but they could share the domains where they 
were strong and not so strong, and this allowed 
them to consider and act on their strengths and 
weaknesses. Her staff  appreciated this and grew 
in confi dence, delighted to see the old Sally 
returning. In time, she again became the ‘hero’ 
within her company, and she, her staff  members 

and her organization, were all the better for it.
Sally was lucky. Someone had the courage 

to tell her to get help. Not all bullies deserve our 
sympathy, but if you know someone who has 
changed character and bullies where once they 
led, the chances are their working memory is 
shot to pieces, just as Sally’s was. Don’t hesitate 
to help them. Inside they are feeling pain for 
what they have become.

Working memory is the 
cognitive domain that enables us 

to make decisions and solve problems
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The bully versus the wallflower
� e collapse of someone’s cognitive health 
doesn’t always result in their becoming a bully. 
� e state of our cognitive health determines our 
behaviour, good and bad. When our cognition 
fails, we often resort to coping mechanisms.

In Sally’s case her coping mechanism was 
bullying, a result of her working memory failing. 
However, others with the same working memory 
problem might become socially withdrawn 
instead. � is means they avoid the spotlight, the 
meetings and places where decisions are made. 
� ey no longer put themselves forward for extra 
responsibilities. � ey become a shadow of their 
former selves. � ey, too, are in pain and 
need help.

Working memory is one of fi ve key cognitive 
health domains that enable us to perform in our 
work and businesses, and in our lives. When 
it goes wrong, we resort to coping, instead of 
leading or managing. 

Ultimately, our cognitive health is just like 
our physical health; most of us will have as many 
failings in our cognitive health as we do in our 
physical health (see infographic, page 43). It’s 
just that we rarely admit to anyone, including 
ourselves, that we are suff ering because of a 
problem with our cognitive health. � e stigma 
ensures we hide cognitive problems rather than 
talk about them.  
— Keiron Sparrowhawk is founder and chief executive 
of MyCognition

 www.mycognition.com

 T H E  T R O U B L E  W I T H  M I N D F U L N E S S 

Many people today are looking at other ways to understand 
their thinking and have used techniques such as 
mindfulness. Mindfulness can be very powerful. Through 
meditation you bring your mind and senses to consider 
your current situation; you bring yourself to ‘now’. The 
mindfulness technique is particularly e� ective if you are 
continually ruminating on past, awful episodes in your life, 
or if you are continually catastrophizing about potential 
malicious things in the future that may never happen. 
Mindfulness brings your mind to the present and e� ectively 
says “here and now you are in a good situation, so stop 
worrying about the past and future”. The technique works 
for millions of mindfulness practitioners. But be careful, 
there may be a price to pay to being in the ‘now’.

In the main section, on bullying, we looked at working 
memory and how it is important for decision making, 
rendering you ‘the hero’ in your organization. Episodic 
memory and executive function are two more of the fi ve 
core cognitive health domains (see infographic, below). 
The price you may have to pay with mindfulness is that, by 
being in the present, you blunt your episodic memory and 
executive function.

Episodic memory and executive function
Episodic memory is your ability to recall specifi c events, 
their outcomes, and the associated people and places. It 
is your wisdom and increases as you go around the block 
a few times, building your experience reservoir as you go. 
With a strong episodic memory, you fi nd you accumulate 
this wisdom quicker than your peers. You are the chief of 
sta� , ‘the curator’ of your company’s values and knowledge. 

M A S T E R  T H E  F I V E  C O G N I T I V E  H E A L T H  D O M A I N S

 T H E  C U R A T O R 
Episodic memory

Key skill
Remembering

 T H E  H E R O 
Working memory

Key skill
Calculating and
problem solving

 T H E  J U D G E 
Processing speed

Key skill
Decisiveness

 T H E  D R I V E R 
Attention

Key skill
Concentration

 T H E  P I L O T 
Executive function

Key skill
Planning and strategy

Source: Dr Stephen Payne
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T H E  M Y T H  O F  M E N T A L  H E A L T H  M E A S U R E M E N T

We wrongly perceive mental 
health as binary – we are 
either sane or mentally ill. In 
fact, mental health is a sliding 
scale, from 100% to 0%, just 
like physical health

With an e� ective executive function, you are ‘the 
pilot’, the visionary and strategist within your organization. 
Executive function is your ability to plan and organize, to 
think out of the box, attempt new tasks and be creative. It 
is also your ability to inhibit actions because you are able to 
consider the consequences of them on yourself and others. 

But, by blocking your rumination and catastrophizing, 
you may also block some of the wisdom and creativity in 
your cognitive skill set. Mindfulness may still bring you many 
benefi ts, but you should use it knowing there could be an 
opportunity cost. Where the benefi ts outweigh the costs, 
mindfulness is powerful and many of us have used it to lessen 
the impact of poor cognitive health. 

But how much of a cost is it, particularly to our episodic 
memory and executive function? To answer this, you want 

to be able to say, “I can know myself better”. The starting 
point for knowing yourself is to understand fully your core 
cognitive health strengths and weaknesses. We have already 
discussed working memory, episodic memory and executive 
function. To complete the fi ve key cognitive domains, we 
must also consider attention and processing speed. 

Attention allows you to focus on the important tasks in 
your company. Your ability to apply this level of focus means 

you have a reputation among your peers for not getting 
distracted when there is an immediate task at hand. You 
are the resource for the most demanding and challenging 
projects. On occasion, you decide to devote your attention 
to a task and block out all forms of distraction. There are 
also times when you allow others to capture your attention, 
when you are in ‘listening mode’, a critical skill in leadership. 
This allows you to switch from being ‘the driver’ (devoting 
your attention, driving at results) to the ‘air tra�  c controller’ 
(allowing your attention to be captured to see the broad 
picture, preventing business collisions). 

Processing speed
Processing speed allows you to respond with speed 
and accuracy, with smoothness and coordination. You 
know when to emphasize speed over accuracy. Where 
time is precious, you can make the most of a ‘quick and 
dirty’ solution. You are out in front, frequently the fi rst to 
make a comment, have a plan, and are able to assess the 
circumstances for a quick resolution or direction. You are 
decisive and you are ‘the judge’ within your company.

There cannot be a better way to know yourself than 
knowing the strength of your cognitive health across the 
fi ve domains; this knowledge will improve your leadership 
and management. You will know where your strengths lie, 
when and where to apply them. Equally, you know where 
you are weaker, where to delegate and encourage others 
to take the lead. You can see the gaps in your organization 
and fi ll them. Online tools can assess your cognitive health 
in less than 15 minutes. This is a gift every executive should 
give to themself. 

By blocking your rumination and 
catastrophizing you may also block 

some of the wisdom and creativity in your 
cognitive skill set

O
FF

ON

 P H Y S I C A L  H E A L T H 

We realize it is a spectrum of many health states, from good, to average, to poor

 C O G N I T I V E  H E A L T H 

We assume there are only two health states – sane and mentally ill. In reality, the 
spectrum is as diverse as that for physical health

0% Mentally ill

0% Poor

100% Sane 

100% Good50% Average
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Have faith in the cloud
For some, the cloud is a gloomy place. 
Most discussions about remote sharing 
technologies focus on concerns about 
cybersecurity and data integrity, as if 
these were unique to cloud computing, or 
insurmountable. 

Neither is true. Remote access 
technologies can be as secure as, or 
more so, than other ways of storing 
data, though it is true that moving to the 
cloud presents challenges. Some are as 
prosaic as the hurdles that bedevil other 
business projects: a lack of staff buy-in, 
team inertia, wariness about new ways 
of working. Trying to get people to work 
collaboratively from the cloud can be tricky 
at first. Some staffers insist on printing 
out documents and working on them 
privately, even though, 
in a cloud-based sharing 
environment, this 
renders the documents 
immediately obsolete, 
and the technology 
almost redundant. 

Some managers 
complain that installing 
and integrating a cloud platform against 
passive resistance can be such an energy-
sapping project it diverts focus from core 
activities. Other leaders lament that buyers 
often mess up their procurement and 
purchase expensive cloud solutions that 
are in search of a problem, while other 
more critical challenges remain unresolved. 
Advocates of the cloud don’t always have 
an easy task.

There are no half measures with the 
cloud. You have to throw yourself right in 
there. But if collaborative working would 
help your business – and it helps many 
– then you have to look towards cloud 
providers. Remember that cloud solutions 
won’t work unless you have the managers 
and technicians who are determined 
to revolutionize the business and bring 
everyone on board – right up to the chief 
executive if necessary, no matter how 
stubborn in her ways. 

Years ago, a manager friend in 
publishing told me that he was so 

exasperated at the versioning chaos caused 
by people endlessly emailing new magazine 
flatplans every time an ad or article moved 
that he searched the web for a simple cloud 
solution. He found one, and sold its virtues 
to his team, who soon saw the benefits for 
themselves. He is still a paying subscriber 
of the software six years, three magazines 
and two employers later. “The cloud saved 
my teams about 300 hours in that time, and 
endless stress and mind-fog,” he says. 

Choose the right cloud solution, 
integrate it properly and your company 
works better. Teams are clearer about the 
status of projects; clients and suppliers 
can see snapshots at a single click; and the 
dreaded versioning demon is kept at bay. 

The cloud has the power to 
revolutionize the way 
we work. But its roll-
out has to be executed 
surefootedly. So what 
are the key management 
techniques required 
to make its adoption a 
success? 

Personal 
relationships are key. You need to be able 
to explain why you are introducing a new 
system and the benefits it will deliver 
personally to your members of staff. Extol 
the time savings and the flexible-working 
opportunities cloud working can offer. If 
cloud computing unshackles your team 
from their desks and offices, tell them so. 

Bringing cloud computing to your 
workplace is just an example of big-project 
change-management, so seek enthusiasts 
with a good track record at delivering 
change to spearhead your cloud roll-out. 

Finally, keep reminding yourself and 
your key lieutenants of the suboptimal 
current situation (“oh no, there’s a newer 
version I sent the other day, didn’t you get 
it?” “What’s going on with that project? I 
can’t decipher this endless email thread!”) 
and then show how your cloud solution 
will cure it. 

Choose wisely, prepare for change, but 
don’t fight shy of the opportunities the 
cloud can bring. The sky is the limit. 

 a n d r e w  m i l l a r d 

Irrational fears about cloud computing obscure the great 
opportunities this maturing technology offers

Trying to get 
people to work 

collaboratively from the 
cloud can be tricky at first

Andrew Millard is senior 
director of international 
marketing at Citrix

i n n o v a t i o n
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The ideas paradox
Too many companies recognize the value of creativity while failing to innovate themselves,  
write Kelvin Tang, Lara Burg, Mustafa Cem Okay, Konstantinos Giannopoulos and Alice Guizol

Creativity is what brings mankind forward: it 
produced the wheel, the internet, and even sent 
people to the moon. It is creativity that drives 
progress in organizations. And it is creativity that 
can determine whether a company succeeds or 
fails. A 2010 IBM study showed that the majority 
of organizations sampled are aware of the 
importance of creativity in business, yet most 
focus very little on creative thinking. Why?

People have been trained or taught to think 
in a certain way, especially in organizations, 
where creativity is often suppressed – whether 
intentionally or not. But this negligence of 
creativity in business cannot be continued in 
this era: we live in a world where corporations 
are likely to experience fiercer competition and 
more disruptive technological innovations in the 
next 20 years. Therefore, creativity is the modern 
day competitive advantage.

Jim Prior, chief executive of The Partners 
and Lambie-Nairn, as well as author of Preserved 
Thoughts, has recently given a talk at the London 
School of Economics on how businesspeople 
should take control of creativity in five simple 
steps (see graphic, opposite). 

Empirically, the field of organizational 
behaviour is very helpful in this domain. One of 
the most prevalent frameworks is the Creativity 
Conceptual Model, which suggests that both 
individual antecedents (for example, personality 
and skills) and situational antecedents (such 
as autonomy, appropriate leadership styles 
and work climate) have an effect on individual 
innovation behaviour. As a manager, it is crucial 
to promote a contextual environment that will 
encourage and support creativity in business 
intensively. This can be done by providing 
psychological safety, and organizational and 
supervisory encouragement to employees. Here 
are two potential ways of doing so:

1Demonstrate leadership Encourage employees 
from the top-down to contribute ideas freely 

and challenge the status quo – as “doubt is the 
crucial first step towards creativity and liberation”, a 
quote from Thinking in New Boxes: A New  
Paradigm for Business Creativity written by two  
BCG consultants.

2Create a diverse work environment In 
McKinsey’s 2014 Why Diversity Matters report, it 

said that “diversity fosters innovation and creativity 
through a greater variety of problem-solving 
approaches, perspectives, and ideas”. This diversity 
could be achieved in terms of age, tenure, gender, 
culture, academic disciplines, religion, and so on.

Managers can also reward employees for 
taking reasonable risks (for example, a creative 
side-project), avoid harsh criticisms when 
dealing with new ideas, and offer recognition 
when ideas bear fruit.

Creativity in business is ultimately about 
altering people’s perceptions and satisfying their 
needs effectively. A real-life example is Ford. “If 
I asked people what they wanted, they would’ve 

LSE Masters in 
Management 
award-winning 
article

d i a l o g u e 
e x c l u s i v e
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said a faster horse.” Henry Ford may not have 
said these words himself, but the sentence 
reflects his ideology. His vision was to reshape 
the idea of how people perceived cars – not as 
a privilege of the elite, but as a mass-produced 
commodity. Although the assembly line might 
be considered his greatest contribution, it was 
his creative vision that drove him towards 
making Ford one of the biggest carmakers  
in the world.

Such creative ideas, however, need not be 
as ambitious as Ford’s. Cardboard Technologies, 
based in Israel, developed a fireproof, waterproof 
and recyclable bicycle that could last for ten 
years. It sold for just US$20. Hon Lik invented, 
manufactured and sold the electronic cigarette 
to offer a less harmful smoking experience. Coin 
is developing a device that could replace all the 
banking cards in your wallet. These innovators 
may not revolutionize the market as Henry Ford 
did, but at least they try to have a positive impact 
on peoples’ lives.

Business schools also have a vital role 
in guiding young leaders to become more 
innovative. Speculatively, one of the main 
reasons why the 2010 IBM study showed that 
managers are risk averse when it comes to 

creativity in organizations could be the lack 
of focus on creativity in business schools. In 
order to improve on this inherent attitude, it is 
imperative for course organizers to extend their 
current curriculum to provide students with 
more opportunities for applying creativity in 
business. Some brilliant entrepreneurial ideas 
might bud from these little projects; or help 
kickstart a successful career for those managers-
to-be at creative companies such as Uber  
and Transferwise. 

Diverse backgrounds
Coming back to the situational antecedents 
point, many top business schools are on the right 
track, in that they take in cohorts of extremely 
diverse talent from all over the world, with a 
range of backgrounds. After all, as Apple co-
founder Steve Jobs explained in 1982: “If you are 
going to make connections which are innovative, 
you have to not have the same bag of experiences 
everyone else does.”

Of course, not everyone needs to be creative 
– a surgeon during surgery, for example. But 
in tomorrow’s business landscape, creativity 
of businesspeople is undoubtedly one of the 
most competitively advantageous strategic 
capabilities a firm could possess. What the 
relevant leaders should do now, is to create 
a diverse work environment that nurtures 
creativity, and experiment with innovative ways 
of understanding customer’s needs (for example, 
neuromarketing). 

In the future, we will undoubtedly 
experience more and more disruptive 
innovations that will continue to bring  
mankind forward.  
— This essay is the winner of the London School 
of Economics and Political Science, Masters in 
Management, Capstone: Management in Action 
Blog Award, 2015 

T A K E  C O N T R O L  O F  C R E A T I V I T Y
Jim Prior’s five steps to innovative success

1  Have an 
idea – make 
it simple and 
galvanizing

2  See things 
differently 
– look at 
things from 
different 
perspectives

3  Keep going 
– have a 
plan and  
stick to it

4  Be human – 
business is 
no different 
from people: 
business is 
people

5  Make 
yourself 
heard – 
give a clear 
message 

There are two major barriers to creativity in business: 
one is a shortage of the skills required to think 

creatively, the other is the risk-averse culture of most 
organizations that stifles creativity as soon as it appears. As 
this article expertly highlights, putting more creativity into 
business requires solutions to both problems. It is highly 
encouraging to see LSE students addressing this head-on 
Jim Prior chief executive, The Partners
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The future.
  Humans won’t be    beaten by machines

Bring on the battle with the 
robots – empathy will win it for 
the humans

Many analyses of technological progress 
assume this is the dawning age of the 
robot, and that machines are on some 
sort of collision course with human 
communities. The theory runs that as 
artificial intelligence becomes more 
sophisticated, it will replace us in many 
roles and leave millions of human beings 
at the margins. Those who try to halt 
this robotic march are told they ought 
to recognize it as inevitable and should 
keep abreast of the latest gadget or piece 
of code that will deliver the revolution.  

The whole proposition is upside 
down. It is the technology prophets who 
are missing some of the most significant 
breakthroughs in science – specifically 
in the emerging discipline of social 
neuroscience.

It is often asserted that machines 
can be made that are more intelligent 
than humans. And you can set tests 
that appear to support this assertion; 
the most common being that a machine 

w r i t i n g
Professor Vlatka Hlupic

i l l u s t r a t i o n
Terence Eduarte
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sum of its parts – but this point merely 
underlines the importance of paying 
close attention to these dynamics. 
Neglecting this dimension, and focusing 
solely on technological advances, has 
thwarted progress in the past.

Some of the findings on social 
neuroscience, supported by decades of 
empirical evidence on the most effective 
organizations, show that collaborative 
efforts by human beings add up to 
more than the sum of individual 
intelligences; that there is a collective 
supra-intelligence, similar to an ant 
colony, when people are intelligently 
led and work effectively in teams. Much 
of my research in recent years has been 
devoted to understanding this powerful 
dynamic and devising means to realize 
it in the real world. 

So a highly motivated, brilliant 
team isn’t just more capable at a 
cognitive level, it moves to a higher 
level of consciousness, often surprising 
itself at its capabilities, committed to 
continual learning and inventiveness. 
My own work supports the concept of 
levels of operation for an organization 
and a team, from level 1, characterized 
by apathy or destructive behaviour, 
through to level 5, where passionate 
people combine creatively and with 
inspiration (see infographic, left).

Questionnaire-based analysis shows 
that, where the level of operation moves 
up, so does organizational performance. 
There is a particularly significant 
shift from level 3, which is ordered 
and bureaucratic, to level 4, which is 
where highly engaged and inventive 
performance begins. At the neurological 
level of the individuals involved, it can 
be demonstrated that their brains and 
emotions are actively more fired up 
when so inspired; that the enthusiasm 
and passion are literally infectious from 
one person to another. This is science, 
not poetry. Or perhaps it is both.

An important feature of this 
high-performance culture is that 
financial returns improve, sometimes 
spectacularly. So it isn’t a choice 
between, on the one hand, a humane 

can beat a grandmaster at chess. But 
this experiment is typically rigged 
in favour of the machine: the task is 
computational, dealing within the 
known parameters of events, and the 
human is an individual. 

Yet where tasks are more 
ambiguous, or subject to unexpected 
events, and common sense or judgment 
is required, people are more effective 
than computers. Moreover, teams of 
people can be far more effective than 
an individual. The supreme irony is that 
it takes a highly gifted team of people, 
communicating and working effectively 
together, to have produced the artificial 
intelligence in the first place. Many 
breakthroughs, such as the electrical 
light, the programmable computer, 
the jet aircraft, are associated with a 
pioneer’s name – Thomas Edison, Alan 
Turing, Sir Frank Whittle – but these 
individuals headed multidisciplinary, 
highly engaged teams of people.

As management author Professor 
Julian Birkinshaw points out, computers 
are good at providing answers but 
hopeless at asking questions. For 

innovation and a nimble approach to 
strategy, the successful firms and teams 
ask the right questions.

Humans are also capable of 
grasping paradox. The evidence from 
the most effective organizations is 
counterintuitive, something that the 
Whole Foods funder John Mackey refers 
to as “the paradox of profit”. It turns out 
that aiming to maximize shareholder 
value doesn’t maximize shareholder 
value. This has been known for some 
years, but the learning is slow to 
percolate to a management population 
brought up on MBA notions of linearity. 

Organizational dynamics
Breakthrough discoveries on 
organizational dynamics and 
performance are potentially some of the 
most valuable of the late 20th and early 
21st centuries, but they are not so easily 
demonstrable as a shiny new aircraft or 
a tablet computer. We have learned that 
a highly effective team, or organization, 
is much more than the sum of its 
parts. It is also the case that a highly 
dysfunctional team is less than the 

Passion is literally 
infectious from one 

person to another

T H E  S O C I A L  A N I M A L

How well-functioning human teams transform organizations

 i n d i v i d u a l 

Limitless
Enthusiastic
Controlled
Reluctant

Lifeless

 o r g a n i z a t i o n a l 

Unbounded
Collaborative

Orderly
Stagnating
Apathetic

l e v e l

5
4
3
2
1

e m e r g e n t 
l e a d e r s h i p
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organization keen to develop its 
people’s potential and, on the other, a 
ruthless quest to maximize profi ts. You 
can do both, with the right leadership. 
Moving from level 3 to 4 is to move from 
‘I’ to ‘we’. Moving from level 4 to 5 is to 
move from ‘we’ to ‘the greater good’. 
And it is at this point that profi ts start to 
become maximized, including returns 
for the ‘I’ – individuals. Th is paradox of 
profi t is only now starting to become 
mainstream thinking.

Nurturing the human community
Th e theory about robots taking over 
might be more convincing had it 
not been apparently rejected by the 
very companies responsible for the 
so-called march of the machines. 
Some tech fi rms, for example, have a 
clear understanding of the complex 

dynamics of team behaviour, and 
place much attention on nurturing 
the human community as a means 
of fostering innovation and high 
performance. Google, for example, 
seeks to hire for the right culture, and 
build teams; it also deploys workforce 
analytics to gauge the eff ectiveness 
in these disciplines. At the Google X 
Laboratory, leaders actively seek to 
create a level 5 atmosphere of boundless 
passion, optimism, collaboration and 
inventiveness. Th ey are encouraged to 
‘shoot for the moon’, not tied to the 
annual budgets, arbitrary targets and 
rules of a level 3 operation.

Not all workplaces should resemble 
an experimental laboratory; for many 
enterprises there is a need for a more 
stable and reliable way of delivering 
an existing product or service to the 
desired standard. In this context, 

 t o o l s  o F  t h e 
 t r a d e 
Three reasons why humans 
will beat robots in the battle 
of the brains

however, the health of the human 
community is just as important.

Ultimately, all profi ts are a by-
product of mutual trust, which is an 
unchangeably human characteristic. 
Customers trust the company to 
enhance their quality of life at least 
as much as it says on the tin, or in the 
advert. Th e collapse of the share price 
in the car giant Volkswagen this year 
has come about because of a collapse 
in trust, after the fi rm was alleged to 
have been cheating statutory tests 
to determine the level of the more 
poisonous chemicals in exhaust fumes. 
While people are innocent till proven 
guilty, trust doesn’t wait on the court 
judgment. Th e consumer asks herself: 
Am I buying what I thought I was 
buying? If the company misled me on 
emissions levels, has it misled me on 
anything else?

Economy innovations such as Uber 
or Airbnb will only be sustained through 
customer trust. Technology is no more 
than a facilitator. So while the non-
scientifi cally trained population does 
need to stay abreast of technological 
developments, it is at least as important 
that the geeks stay in touch with 
research on organizations and society.

Th e breakthrough fi ndings on social 
neuroscience, and the nature of high-
performing fi rms, ought to transform 
the terms of reference for discussions 
on implementing technology. 
Traditionally, the discussion is posed 
as: “If we maximize technological 
progress, is there a risk that people and 
communities get left out?”

We can now off er a radically more 
optimistic framing: “If we understand 
groups of people better and how to get 
the best out of them, we can innovate 
more eff ectively and get the best out 
of technology to help create a better 
society.” It’s an idea that no machine 
would have dreamt up.   
—  Professor Vlatka Hlupic is a 
management consultant, executive 
coach, award-winning international 
thought leader and author of The 
Management Shift

Ultimately, all profits 
are a by-product 

of mutual trust, which is 
an unchangeably human 
characteristic

1 Computers 
are lousy 

at asking 
questions

2 Robots 
have no 

concept of 
paradox

3 Machines make poor 
team players
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Big Digital might regret 
its goodwill hunting

In my previous column, I talked about the 
venerable DuPont model (Q1 2016, page 
53), developed many years ago when digital 
companies were the preserve of science 
fiction. Lately, in my seminars, I’ve been 
asked about the relevance of the trade-off 
between profit margin and asset turnover 
illustrated in the DuPont model for the very 
real digital companies of today. 

Because digital companies have low 
costs of sales – how much does it cost to 
produce a software programme or a banner 
ad on a website? – we can assume they 
have high profit margins. And because they 
do not have the same need for tangible 
fixed assets – property, 
equipment and so on – 
as physical companies, 
these ‘asset-light’ 
digital companies 
are also expected 
to have very high 
total asset turnovers. 
Certainly, companies 
such as Microsoft, Oracle, Facebook and 
Google enjoy upwards of 20% net profit 
margins. And if you exclude the very high 
proportion of cash, cash equivalents, 
and marketable securities that successful 
digital companies hold on their books, then 
we would, of course, expect their asset 
turnover ratios to also be very high.

The DuPont model is relevant for digital 
companies as well as for physical ones. 
To begin with, when we use this model 
to evaluate the financial performance of 
digital companies, we would expect the 
successful ones to have both a high margin 
and a high turnover. Those that do would 
be deemed high performers. 

But there is no guarantee that digital 
companies can accomplish this financial 
feat. Their gross profit margins may be 
very high, but not their operating or net 
margins. Look at Salesforce.com. The 
company has enjoyed 70-plus% gross 

profit margins over the past five years. Yet 
its operating and net margins were actually 
negative throughout that time. High 
spending on R&D, marketing and the like 
have more than offset its low cost of sales. 
Sure, its rapid top-line growth has, thus 
far, been sufficient to please investors; it is 
among the top 100 market cap companies 
on the NASDAQ and NYSE. But as its 
growth starts to slow, it will be expected 
to show the same high operating and net 
profit margins as Google and Facebook.

It is true that, as far as their ‘asset light’ 
feature is concerned, digital companies 
do not require the same amount of non-

current, tangible assets 
as physical companies. 
However, many of 
them have a relatively 
large proportion of 
non-current intangible 
assets known as 
goodwill. Goodwill 
is the premium that 

a company pays above the ‘fair market 
value’ of an acquired company. A 
dramatic example of this is Facebook. In 
2012, it bought Instagram for $1 billion, 
followed by WhatsApp several years later 
for a whopping $19 billion. As a result, 
the proportion of Facebook’s assets 
represented by goodwill jumped from 
4.69% at the end of 2013 to 44.75%, only  
a year later. 

So, while Facebook may be light on 
tangible assets, it is heavy on intangible 
ones. What relevance does this have? Well, 
investors will be watching to see whether 
Facebook and other digital companies 
with big investments in goodwill earn an 
adequate return on their investments in 
these intangible assets. 

They may yet fail to do so. If the 
rewards do not arrive, look out for 
impairment charges that could put 
significant dents in their bottom line. 

 p h i l  y o u n g 

Investors question whether digital companies such as Facebook, with 
large investments in intangible assets, will gain adequate returns

If rewards do not 
arrive, look out for 

impairment charges that 
could dent the bottom line

Phil Young PhD is an MBA 
professor and corporate 
education consultant and 
instructor 
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Inside the heads 
of US financial chiefs
A recent survey reveals widespread optimism about 
the performance of the world’s biggest economy. But 
cooperation within companies is key to exploiting the 
buoyant trading conditions, writes Greg Wood

Optimism is not enough. Chief fi nancial offi  cers 
(CFOs) in the US are very confi dent that 
resurgent America will continue to perform well 
in 2016, but a healthy wind won’t bring good 
things to everybody. In order to benefi t from 
this economic buoyancy, improved 
cross-departmental cooperation within 
businesses is crucial. 

� e 2016 CFO Sentiment Study, produced 
by the CFO Alliance, found that 60% of 
CFOs rated their confi dence in the US 
economy as strong or extremely strong. 
Although US CFOs’ confi dence in the 
global economy was signifi cantly lower, 
the underlying metrics for their domestic 
economy speak for themselves:

67% of CFOs surveyed expect higher 
revenues in 2016 than in 2015

59% of CFOs surveyed expect higher 
earnings in 2016 than in 2015

45% of CFOs surveyed expect higher 
margins in 2016 than in 2015

� e spoils of such a positive economic 
landscape won’t be shared equally. A key 
fi nding of our research was the depth to which 
CFOs realize they must support and collaborate 
eff ectively with sales and marketing colleagues 
this year. Without aligned commercial strategies 
within their companies, few expect to thrive. 

The tools of success
So how can CFOs support marketing and sales 
leaders most eff ectively in 2016? � e 2016 CFO 
Sentiment Study asked questions that addressed 
this critical issue (see page 55, ‘partner power’). 
It also examined what CFOs believed would off er 
the largest return on investment to their fi nance 
departments if they had the budget and power to 
do what they really wanted to do this year. 

� e CFOs told our researchers that, in order 

to capitalize on the healthy domestic headwinds, 
they would need the sales and marketing 
departments, in addition to their own teams, to 
collaborate effi  ciently and eff ectively. 

� ey believe that investments in marketing 
and sales projects that result in a better 
understanding of addressable markets – and 
improve the talent in each department – will 
have the most signifi cant positive impact on the 
value delivered by sales and marketing teams. 

Some CFOs may yet be granted their wishes 
regarding the investment of company resources. 
� ose who are may just sleep a little better at 
night during 2016 than they have done in recent, 
more challenging years.  
— Greg Wood is founder of the CFO Alliance, 
a growing community of more than 6,000 
fi nance executives 

 www.theCFOalliance.org       
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 p a r t n e r  
 p o w e r 
CFOs say that 
collaboration with 
marketing and sales 
to optimize their 
performance is 
critical to company 
success in 2016

 Almost 40% 
identify top-line 
revenue growth as 
the top financial 
challenge faced 
in 2016. Effective 
marketing and 
sales drive top-line 
growth – and more 
than 50% of CFOs 
identified organic 
growth as the highest 
priority for driving 
growth in 2016

 Almost 30% of 
CFOs reported that 
their involvement 
in developing and 
managing customer 
relationships will 
increase in 2016

 Meeting customer 
expectations was 
most frequently 
identified as the 
top operational 
challenge CFOs will 
face in 2016

T H E  W I S H  L I S T

 h o m e  g r o w n 

If I had $500K to allocate to our HR 
department and they had to spend it per my 
direction, I would make them focus it on:

 r e s e a r c h  p r e m i u m 

If I had $500K to allocate to our marketing 
department and they had to spend it per my 
direction, I would make them focus it on:

 s a l e s  i n t e l l i g e n c e 

If I had $500K to allocate to our sales 
department and they had to spend it per my 
direction, I would make them focus it on:

 t a l e n t  l o c k 

If you had an additional $1 million allocated 
to the finance department, how would you 
spend the money? 

Business and 
finance training

3%
All to training 

and professional 
development

9%

Social media initiatives- 
we are way behind

18%
Heavy allocation to 

salaries and bonuses for 
finance staff

3%

Upgrading 
talent

17%

All to 
improving 

technology

27%

Market research- 
they need to help 
us understand our 

addressable  
markets better

46%

Heavy allocation to 
recruiting and retaining 
top talent and the rest 
across technology and 
process improvements

40%

Upgrading 
systems

16%
Launch a comprehensive finance 

transformation project

20%

Training focused 
on better 

understanding our 
addressable markets

35%

Business and 
finance training

6%
Upgrading 

talent

29%

Upgrading 
systems

9%
Training focusing on how to leverage 

our customer relations system 

20%

Training focused on how to 
acquire the right talent  

25%
Business and 

finance training

5%

Upgrading HR 
staff talent

19%

Developing  
in-house training 

programmes 

29%

Upgrading 
Systems

22%
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The risk fallacy
Western governments’ responses to the 2008 global financial crisis did everything but 
encourage more cautious behaviour, writes Frances Cowell

The response to the 2008 financial 
crisis did many things, not all of them 
for the better. Spurred on by bank 
failures and government rescues in the 
northern hemisphere, policymakers 
have proposed new capital measures, 
identified new risks with derivatives 
and collateral markets, imposed more 
conservative balance-sheet treatments 
for ‘special investment vehicles’, and 
made efforts to align remuneration with 
outcomes, with renewed emphasis on 
the organizational cultures necessary 
to support risk-taking activities. But, 
so far, the combined will of Western 
governments has failed to produce 
anything that aims to encourage more 
cautious behaviour.

Researchers for Crisis Wasted? Leading 
Risk Managers on Risk Culture asked ten 
senior risk managers in global financial 
organizations what they believe to 
be the most pressing issues affecting 
systemic stability, how well they are 
being addressed, and how much might 
be window-dressing. Here are some key 
findings from those interviews. 

1Good risk management is more than 
a corner office

Following the global financial crisis, 
financial organizations are expected to 
demonstrate strong risk management, 
which of course is good news for 
investors and taxpayers. Organizations 
have responded by elevating the status 
of their chief risk officers (CRO). But 
good risk management may not be as 
straightforward as it seems, for at least 
four reasons.

First, risk managers do not receive 
the same market signals that traders 
do – and the information they do have 
is usually delayed and in summary form. 

They are on a less-than-equal footing 
when challenging risky positions.

Second, the  job is complex: risk 
managers need to know the traders’ jobs 
as well as their own. They need more 
than a dose of lateral- and forward-
thinking, plus excellent communication 
and persuasion skills, to ensure the right 
actions are taken at the right times. 

The risk manager’s job is also more 
risky than the trader’s. When things go 
well, the risk manager earns a salary and 
bonus that often pales beside those of 
traders, especially when you compare 
the range of skills needed for the two 
roles. When things go badly, even if as a 
result of having been overruled, the risk 
manager can lose their job and suffer 
damage to their professional reputation.

Another problem is that, with 
demands for evermore regulatory 
risk reports, risk management is 
increasingly confounded with, and 
dominated by, risk reporting. This shifts 
the focus away from commonsense and 
intuition towards a mechanical process 
that is prone to missing unexpected, but 
important, risk signals.

Risk managers say the best part of 
the job is its intellectual challenge, yet 
even this appeal is under threat, which 
will deter many of the most talented 
individuals from the job. 

And anyway, what do you do with 
all those risk statistics?

2 Irrational exuberance for risk 
statistics  

A natural response to the apparent 
failure of risk management is to demand 
more information about risk exposures. 
Certainly, organizations that enjoy 
explicit or implicit public guarantees, 
or whose failure would threaten the 
stability of the financial system, 
should be obliged to report on the risks 
they assume. But simply demanding 
evermore detailed risk reports can do 
more harm than good.

To begin with, as with any kind of 
regulation, demands for more detailed 
risk reports come with costs and 
unintended consequences. One such 
unintended effect is that regulators 
often have neither the background  
skills nor the resources to make 
practical sense of its volume  
and complexity. 

The corrosive effect of this is the 
false sense of security conveyed to 
investors and consumers, who assume, 
reasonably but often erroneously, that 
risk is being monitored effectively and 
systemic stability supported. 

The most obvious cost of more 
reporting – gathering the information 
– is to firms, which is inevitably 
passed on to customers. Some firms 
find themselves devoting so much 
resource to risk reporting that real risk 
management suffers. 

If I were doing risk management today, I would never run 
the official corporate risk function because your whole life 

is regulatory reporting. These days, in the official function, you 
spend your life running a post office 
John Breit, former Merrill Lynch risk manager
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More damaging is that this cost 
is largely fixed, favouring large 
organizations and impeding the 
emergence of new, innovative firms 
that are most likely to challenge the 
dominance of giant banks and offer 
choice to consumers. So if an aim of 
financial regulation is to contain the 
systemic risk of banks that are ‘too big 
to fail’, then demanding more and more 
reporting aggravates that problem.

Rather than stabilizing the system, 
it diverts resources away from risk 
management, encourages increasing 
concentration of market power in large 

firms, reduces diversity between firms 
and makes the system a bit more fragile.

Then there is the question of 
measuring risk, and the pros and 
cons of internal versus standard 
models for calculating banks’ capital 
requirements…

3 Sibling rivalry among risk  
models

An important innovation of the Basel II 
international banking accords was that 
banks should use their own, internal 
models to estimate the amount of 
capital they should hold. The reasoning 

It is far from clear to me 
that the system is safer 

for all the regulation. It has 
created a barrier to entry for 
smaller startups. That may be 
good for some incumbents but 
not necessarily so for business 
formation
Sir Michael Hintze, businessman 
and philanthropist
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was that banks understand their 
investments better than any outsider, 
so the models they build themselves 
are best able to capture their risk. 
Regulators demanded only that the 
same models be used to estimate 
capital requirements and to manage the 
portfolios themselves, known as the 
‘use test’. This works so long as banks 
are subject to continuous scrutiny by 
creditors and investors, who ensure that 
risk is maintained at the level that keeps 
borrowing costs low. But the use test 
may not always work in practice as well 
as it should do.

One reason is that, with the general 
level of interest rates at historic lows, 
borrowing costs are very low, even 
for quite risky borrowers. Another 
is that different banks’ models give 
very different estimates of capital 
requirements – even for identical 
portfolios of assets. There are, of course, 
arguments that banks may have good 
reasons to allocate different amounts 
of capital to similar portfolios. For 
example, one bank may choose to 
combine very active risk management 
with less reliance on capital buffers, 
while another may complement a 
rudimentary level of risk monitoring 
with a strong capital cushion. 

Yet the widely drawn conclusion 
from this divergence is that banks had 
done what is, for them, rational: they 
had optimized their models to flatter 
their own books in order to keep capital 
requirements to a minimum, regardless 
of what the real risk might be.

The alternative to using banks’ 
internal models is to impose a uniform, 
standard model on all regulated 
organizations. This may improve 
comparability, but there are significant 
drawbacks:

   One size fits nobody: a model built for 
some ‘average’ or ‘typical’ portfolio 
may be ill-suited to actual portfolios, 
with the result that some risk may be 
mis-estimated, or missed altogether, 
and capital requirements understated

   Models imposed by even the most 
astute of regulators will be slower 
to adapt to changing market 
conditions and portfolio profiles 
than the models that are developed 
by the organizations themselves, 
so some sources of risk can remain 
unmeasured

   Any modelling errors in the standard 
model will be amplified across all 
large organizations, which could 
cause the system itself to become 
undercapitalized

   The incidence of crowded trades, 
where many investors buy and sell 
similar assets at the same time, is 
greatly increased when all financial 
organizations are compelled to use 
the same model

   A single model cannot take account 
of banks’ different approaches to risk 
management

By proposing to combine, in 
tandem, internal and standard 
models, Basel III seeks to preserve the 
benefits of both. Internally developed 
models would thus be harnessed as 
reasonableness checks on the standard 
model – and vice versa.

But the danger is, that since 
maintaining and operating models is 
largely a fixed cost, and since creditors 
and investors will instinctively focus 

on what the standard model says, 
organizations will find it increasingly 
difficult to justify the cost of their 
internal models. Reasonableness checks 
and model diversity thus may, in time, 
be lost.

And it’s not only about diversity of 
models: parts of Basel III may be making 
the financial system itself less diverse, 
more procyclical – and more fragile.

4 Financial system  
monoculture

One clear reason why the 2008 
meltdown wasn’t worse than it was is 
because not everybody was selling at 
the same time. Long-term investors, 
such as pension funds, stepped in to buy 
cheap assets, critically breaking the fall 
in asset prices, as banks, investment 
banks and hedge funds scrambled  
to raise cash.

The argument for maintaining the 

There are perfectly good 
reasons why banks have 

different appetites for risk, 
which make the risk weights 
attributed to apparently 
identical loans different. That is 
wholly appropriate
Richard Meddings, chairman 
of Deutsche Bank’s audit 
committee, chairman of Legal 
& General’s risk committee and 
HM Treasury board member

Arguments are even being made that banks should be 
allowed to regulate themselves. Imagine... 

Adrian Blundell-Wignall, acting director of the Directorate for 
Financial Markets at the OECD, and a former official of the Reserve 
Bank of Australia
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balance of buyers and sellers has never 
been stronger, yet two seemingly 
benign provisions of the Basel III 
Fundamental Review of the Trading 
Book (FRTB) – which were aimed at 
correcting some shortcomings in Basel 
II – may aggravate the problem of 
crowded trades and procyclicality.

Plurality of investors and their 
different investment horizons are what 
keep the financial system from being 
even more unstable than it is. To see 
why, consider the different types of 
organizations that make up the financial 
system and the investments they hold. 
A given asset, say a bond, may be  
held by banks, investment banks, 
insurers, hedge funds, foundations, 
sovereign funds, family trusts, pension 
funds and mutual funds, as well as  
by individuals.

Should the bond fall in value, 
investment banks and hedge funds 
may be obliged to sell it to meet margin 
calls on the short-term borrowing 
that financed its purchase. This puts 
downward pressure on the price, 
often triggering a procyclical pattern 
of further sales and further price 
deterioration.

Mitigating this, long-term investors, 

such as mutual and pension funds, are 
under no pressure to sell. They have 
no short-term financing demands to 
meet, so can usually ride out the short-
term turmoil and may even take the 
opportunity of lower prices to invest 
more, reaping handsome long-term 
profits for their investors.

By standing in as buyers of 
underpriced assets, long-term investors 
provide crucial liquidity, a natural 
shock-absorber and countercyclical 
force in the financial system.

Enter the FRTB, which introduces a 
number of real improvements, including 
greater clarity about what should, and 
what should not, be in banks’ trading 
books. However, it threatens, in at least 
two ways, to unsettle the balance of 
buyers and sellers in times of market 
stress, and to aggravate the chronic 
problem of procyclicality.

The first is the apparently benign 
proposal to apply banks’ internal risk 
models in tandem with a common, 
standard model to calculate regulatory 
capital requirements. In contrast to its 
laudable aim of preserving the benefits 
of both diverse and standard models, it 
may well, in time, help concentrate all 
risk measurement into a single, possibly 
flawed, model. The second is to apply 
the same capital adequacy rules to all 
large financial organizations, including 
long-term investors, such as insurance 
companies, mutual and pension funds, 
as well as banks. 

This not only neutralizes the shock-
absorber effect that long-term investors 
now exert, but actually adds even more 
selling pressure at just the wrong time. 
— Frances Cowell is a specialist 
investment risk consultant working in 
R-Squared Risk Management in Paris and 
London

Further reading 
Corner offices for chief risk officers, 
irrational exuberance for risk 
statistics, sibling rivalry between 
risk models and financial system 
monoculture? Financial system 
reform is not as simple as you 
thought. Crisis Wasted? Leading 
Risk Managers on Risk Culture, 
by Frances Cowell and Matthew 
Levins, gives plenty more reasons 
why some well-intentioned reforms 
conceal nasty surprises. 

 www.riskculture.today

Do you want to turn 
large pension funds into 

investment banks? No, but 
we may be heading, through 
regulation and accounting 
policies, to incentivize them to 
behave like banks
Todd Groome, visiting scholar at 
Wharton, previously chairman of 
AIMA and adviser at the IMF
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Even LinkedIn is gossipy 
now. Make the best of it
I’ve been on LinkedIn since July 2007. 
It doesn’t make me a veteran, but it’s a 
reasonable length of time to notice change. 
One change is pretty recent. In 2015 
“shock, horror!” messages began to appear, 
saying something like this: “LinkedIn is not 
Facebook! Keep chitchat out!”

There has been a blending of the ‘roles’ 
of social network platforms that goes right 
back to the early days of Facebook. “Keep 
the grownups out of the college kids’ site!” 
the teens would rant, as adults started 
playing in their schoolyard. “Oh no! Now, 
corporates have Facebook profiles!” we 
would moan, as companies told us they 
wanted to “be our friends”.

“Stop sending 
Christmas jokes on 
LinkedIn – we’re 
a serious business 
networking site!” was 
at the milder end of 
the LinkedIn moan 
spectrum last year.

But there’s a 
reason for all this. As 
we have become more 
accustomed to managing our lives online, 
we have started to emulate the way we 
live our lives offline. Online compartments 
were useful to us when, in the early days, 
we learned how to cyber. But we don’t 
live in neat, self-contained boxes. We drift 
randomly, talking to colleagues at work 
about our personal lives, bringing work 
‘home’, gossiping around the water cooler, 
taking politics into the pub and having 
stock-market banter with our barber. 

Marketers communicate their favourite 
movies, financiers circulate kitten gifs. 
Recruiters peddle 1,001 wonderful jobs 
alongside wistful Gandhi quotes. The 
Netterati uses all social media to dangle 
alarming new tools and fuel an ever-
changing future. Last year it was virtual 
reality. This year? Could be blockchain.

We are flagrantly disobeying the 
unwritten protocols and codes of social 
network behaviour. We’ll now drop 

whatever we think is interesting into any 
conversation, often without thinking about 
it. LinkedIn is open to everyone. You don’t 
have to have an employer’s tax code to sign 
up. The more people that join, the more it 
becomes like every other social site.

Twitter merges ads, PR and sex-talk 
quite happily. WhatsApp is perfect for 
keeping select groups in touch with 
everyday matters. LinkedIn blurs into 
Facebook, which blurs into Twitter, which 
sounds like WhatsApp. There’s a lesson or 
two here for marketers.

First, the customers you think you’re 
reaching via social media operate at 
different levels of web proficiency. Some 

may totally get your 
social presence; others 
will wonder why 
you’re barging in on 
their small, personal 
conversation. No social 
platform is impervious 
to this. As networks 
merge in terms of 
content, a new social 
strata is emerging, 

with cyber-multitaskers at one end and 
amateur hobbyists at the other. Don’t talk 
to customers – or ask them to navigate – in 
ways they cannot understand.

Second, targeting your messaging 
will be difficult. So don’t target, lead. Use 
your product messaging and presence 
as a powerful, contemporary piece of 
quality entertainment. Everything is being 
passed round everywhere in a systematic, 
automated way. I’m sure you’re seeing 
pieces of information repetitively pushed 
out, like ads in the same movie’s ad breaks. 
Better get used to it. 

Social media is where we say and see 
what we like. Make sure what people see of 
your product is something customers will 
go for. Then use the medium to carry your 
message to a wide audience with diverse 
tastes. You’ll need expertise and experience 
to get this right, but it’s important. Social is 
the new soap. 

 a n d y  l a w 

So LinkedIn is becoming more like Facebook. Get over it – and 
embrace the opportunities

Some customers 
totally get your 

social presence; others 
will wonder why you’re 
barging in on their small, 
personal conversation

Andy Law is executive 
chairman of Inition and an 
independent consultant 
to businesses on how to 
modernize and 
keep ahead

m a r k e t i n g
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Superpower 
advertising
Varying your content will help overcome the 
complexity of the world’s biggest market, 
write Maneesh Choudhary and Jenny Ma

China is still the biggest driver of world 
advertising growth. GroupM’s 2015 
global advertising forecast shows 
that Mainland Chinese businesses 
contributed more to the annual increase 
in advertising spend than those from 
any other nation. But recent years 
have seen some dramatic changes 
in the advertising landscape of the 
superpower. The rebalancing of the 
Chinese economy, which led to softer 
GDP growth, led some businesses to 
ration their television advertising more 
keenly than in recent years. Meanwhile, 
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aggressive attempts by local Chinese 
brands to stretch their budgets have 
contributed to an unprecedented growth 
in digital marketing campaigns. 

Yet demand for advertising remains 
strong in some sectors. The internet 
industry has massively increased its 
advertising spending (see graphic, right), 
while more than 150 app-based brands 
are now advertising their products. 

Advertising legend David Ogilvy 
once said: “What really decides 
consumers to buy or not to buy is 
the content of your advertising, not 
its form.” Yes, content is still king! 
However, in this super-connected age, 
attention is at a premium; the average 
Chinese consumer flirts with multiple 
screens and spends 56% of their casual 
time on a smartphone. This is more than 
double the time spent on TV in a normal 
day, according to Millward Brown’s 
2015 AdReaction study. Millward Brown’s 
eye-tracking tests show that a typical 
consumer will look at an online display 
ad for just three seconds. Given this 
short time window, it is critical that 
creative is well-branded and engaging.

The excitement over this frenetic 
digital growth is infectious. It has 
rubbed off on marketers – many of 
whom are eager to be first to market 
with their communication ideas. 
But an absence of optimal content or 
targeting could be a recipe for failure. 
Millward Brown’s ad testing study 
shows that the recent performance 
of the most expensive TV ad last year 
(used-car trading platform Youxin 
paid US$5 million for a 60-second 
spot) is testimony to this. Despite the 
use of ten celebrities and repetition of 
the advertising message 20 times, the 
commercial failed to entice consumers. 

Where did it go wrong? The absence 
of a compelling benefit, and irritation 
with the style of engagement, meant it 
simply did not resonate. To avoid such 
disappointment, here are some essential 
truths to bear in mind when seeking 
to create advertising content that is 
effective and efficient... 

There is no magic bullet
China is complex. Analysis of our ad 
database reveals that only one in two 
ads perform successfully across the 
country – a difficulty level similar 
to Europe (see infographic, p65). 
The variations in ad performance 
across the country are driven by 
cultural variations, stage of category 

Content is still king 
but in this super-

connected age attention is 
at a premium

 h o w  t o  m a k e  y o u r   
 a d v e r t i s i n g  b u d g e t  
 w o r k  h a r d e r 

1Achieving pan-China advertising 
success through one piece of 

creative is highly unlikely. Overcome 
this hurdle by delivering a universal 
truth with a twist, bring ‘new’ news to 
the category or dramatize benefits to 
appeal to your audience

2The right ad for the right media 
will give you maximum returns. 

Aim to incorporate easy fixes into 
your television commercial to make it 
suitable for online airing

3Ad length plays a critical role 
in achieving objectives. Use a 

combination of formats to make the 
best use of your budgets

4Deliver ‘instant meaning’ to your 
audience. Use neuroscience 

techniques to develop powerful 
creative that excites, engages and 
resonates with your audience without 
making them work to understand it  

I N T E R N E T  B O O M

2015 Q1-Q3 advertising spending 
by industry (year-on-year % change)

   Internet 
 +20
   Healthcare 
 +20
 Beverages
  -2
 Alcohol
  -3
 Food
  -5
 Entertainment
  -6
 Communication
  -9
 Business & Services
  -10
 Cosmetics
  -23
 Real Estate
  -26

Source: 2015 Q1-Q3 CTR data

development, stature (how big or well- 
know the brand is) and ad literacy. 
Consumers from eastern China demand 
advertising that is stylish, more creative 
and with an aspirational mood and tone. 
Emotional warmth – family bonds, 
nationalism and optimism – resonate 
strongly with northerners. Meanwhile, 
pragmatic culture rules in the south, 
so it is no surprise that a simple and 
straightforward storyline is more 
suitable for consumers in this region. In 
lower-tier cities, providing information 
(rather than entertainment) and a 
strong ‘reason to believe’ is critical. 

Time schedules and budgets rarely 
allow the creation of multiple ads. 
Our studies suggest that universal 
truths around family values, optimism 
or children travel well. Giving these 
themes a different perspective, or 
dramatizing benefits through creative 
formats that are new to the category, 
are some of the ways to make ads travel 
across the country. 

The right media gives your creative 
wings
Chinese audiences seek different payoffs 
and exhibit different behaviours with 
television advertising than they do 
with online video. Television is more 
about overcoming boredom and offering 
stimulation, less about gratification. 
Online viewing is goal-orientated: 
here, consumers are actively seeking 
information and thus have less patience 
with watching ads that do not capture 
their imagination – most even press 
mute while watching them. 

This means we need to engage with 
our audience differently. Analysis of 
successful TV ads repurposed for online 
gives us some guidelines for success – 
for example, make the brand stand out 
by ensuring branding is present in most 
of the frames and through close-up 
shots of it. Single-minded messaging is 
paramount in this three-second time 
window. For mobile ads, making it 
humorous greatly increases  
its acceptance.  

Formats must be exploited to make 
your budgets work harder
Increasingly, marketers are 
experimenting with different ad lengths 
to convey their brand proposition 
across categories. The ubiquitous 
30-second creative is on the decline. 
Success depends on using the format 
in sync with the advertising and brand 
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objective. A 30-second ad is well-suited to 
a new product or a campaign and supports 
transmission of complex or multiple 
messages, while a 15-second commercial 
works well in tandem to communicate 
basic ideas and act as a reminder. � e 
longest video ads can, of course, deliver 
multiple and complex messages. � ey 

possible. It seeks mental shortcuts to 
take decisions and actions. � ese form 
a dual system of ‘thinking’. System 1 
denotes fast thinking and also that which 
is heavily intuitive or emotional. System 
2 – refl ective or slow thinking – is more 
cumbersome and eff ortful, hence avoided. 

Just as we are not motivated to think 
hard in many brand decisions, we are 
rarely motivated to expend time and 
energy deliberately refl ecting on the 
advertising we see. Eff ective ads need to 
access our system 1 by being instantly 
meaningful. Measuring these non-
refl ective takeouts requires methods that 
go beyond direct questioning.

Cutting-edge neuroscience techniques 
are being used along with survey-based 
responses with great success. Facial 
expression analysis, such as Millward 
Brown’s Facial Coding product, allows 
marketers to gauge spontaneous 
emotional response to their ads and 
provide guidance in optimizing it. Brands 
in sensitive categories, such as sexual 
wellbeing products, are using this tool 
exceptionally well to reveal intuitive 
reaction where it is diffi  cult for consumers 
to describe intimate or personal scenes.  
— Maneesh Choudhary is group director 
and regional lead at Millward Brown
— Jenny Ma is account director at 
Millward Brown

D I F F E R E N T  S T R O K E S  F O R  D I F F E R E N T  F O L K S
Ad transference within region 
Only half of Chinese ads score similarly in two separate test locations within China

have been found to work as a reward for 
the fans and provide an opportunity for 
extremely enjoyable engagement. 

You are marketing to lazy brains 
� e brain, despite being extremely 
powerful and capable of complex 
processing, avoids ‘thinking’ wherever 
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The universal acid 
    for marketers

Anyone involved in the business of selling should use behavioural 
economics to make sense of the way humans act

In his book Darwin’s Dangerous Idea, the 
philosopher Daniel Dennett makes the case 
that Darwinism is the “single best idea anyone 
has ever had”: a candidate for a Theory of 
Everything, a “universal acid” that affects 
everything with which it comes into contact.

Marketers need some universal acid of their 
own. The quantitative potency of big data to 
guide marketing strategy has led some in the 
industry to pronounce “the end of theory”. 
This is wrong: we need some broadly agreed 
understanding and theory of human decision 
making before we launch into any form of 
activity that is designed to change customer 
patterns. Big data provides many of the raw facts 
about customers’ purchasing patterns but, as the 
great economist Friedrich Hayek said, “without 
theory, facts are dumb”.

Behavioural economics promises to be the 
universal acid marketers need, because it teaches 
marketers truths about consumer behaviour 
that mere facts and figures cannot. Humans are 
equipped with a brain whose job is enormously 
demanding. It therefore devises energy- and 
labour-saving devices to deal with all of the 
complexities thrown at it. These devices are 
essentially shortcuts – known as heuristics – 
which are based on something Professor Daniel 
Kahneman called “cognitive ease”: the neural 
equivalent of “if it ain’t broke, don’t fix it”. 
So we all have very strong assumptions, or 
prejudices, or defaults, or stereotypes, which 
take time and effort to shift because they become 
ingrained ruts that grow deeper with use.

Many of the default assumptions about 
human behaviour in sales and marketing have 

w r i t i n g
Anthony Tasgal

i l l u s t r a t i o n
Adam Avery

S I M P L E  –  A N D  W R O N G

Here are eight assumptions about 
consumer behaviour that often lead 
marketers astray:

1 Humans are rational beings Their 
decision making is a logical and 

conscious act

2 Purchasing is a sequential process 
Buying is rather like the Aida system 

[awareness-interest-desire-action] we 
learned about decades ago

3 Customers have perfect information 
Purchasing is carried out primarily, 

or exclusively, by individuals in full 
possession of the facts, who know all 
their options and who seek – in terms 

beloved of classical economists – to 
“maximize their utility”. These individuals 
are also proudly unswayed by other 
people

4 Content is king Communication 
works best when it focuses on 

‘messaging’

5 Unique selling points really matter 
Brands should aim to create rational 

unique selling points (USPs) – and your 
communications should hammer them 
home more powerfully and prominently 
than your competitor’s USPs

6 Consumers can justify their acts We 
all have self-insight: we can explain 

how we make decisions rationally 
when we are asked by researchers and 
pollsters

7 Response analysis is crucial 
Research should seek to measure 

and test the recall of communicated 
messages, likelihood to respond to them 
and other metrics such as ‘propensity 
to buy’

8 Surveys work Asking consumers 
directly is a good enough system 

for finding out the reasons why people 
make choices and, thus, we can base 
major investment decisions on  
those responses
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become precisely this type of heuristic: easy, 
convenient and reinforced through selective 
perception and by ignoring any conflicting 
evidence (see box, page 66).

Despite their ease, convenience and 
popularity within many sections of the business 
community, the assumptions outlined are 
misleadingly false. They are born of our desire 
to believe we – as serious, sophisticated 
businesspeople oozing self-worth and 
importance – are in control of ourselves and our 
jobs, the product of unalloyed rationality.

Behavioural economics offers a radically 
different, and more exciting and creative, view 
of the motivations and behaviour that influence 
consumer decision making. After all, this is what 
most of us in the branding and communications 
business are concerned with. But are we brave – 
and honest – enough to face our true nature and 
apply its insights?

The numbers obsession 
The heart of the problem is that Western 
business’s default monoculture is an 
arithmocracy: a system that wants to make 
everything more like physics and mathematics, 
where humans are predictable, controllable and 
measurable like atoms; and where the ‘rational 
man’ of classical economics rules the roost.

But 40 years of coherent and rigorous 
evidence in the behavioural economics field 
reveals that human beings are far more shaped 
and moulded by emotions, unconscious 
processes and environments than we like to 
admit. Biology and psychology trump physics 
and mathematics.

Humans are not rational information 
processors and, to quote a prominent 
neuroscientist, “we don’t think the way we 
think we think”. Our brain is resource-hungry, 
so it cannot make every decision afresh – to do 
so would require too much energy. So it relies on 
experience and heuristics. 

The importance of emotion 
Perhaps the most important truth that 
behavioural economics teaches us is that 
emotion lies at the heart of our decision 
making. This is because our emotions are 
designed by natural selection to be ‘evolution’s 
executioners’: to cut in and make decisions that 
enhance our chances of Darwinian survival. 

There are six universal human emotions (see 
box, right) and these are collectively designed for 
our survival by short-circuiting rationality and 
making important decisions in our best interests, 
often without even bothering to contact the 
conscious mind. Rationality is – at the very least 
– overrated, which suggests that brands are not 
just about anchoring product messages into a 
mind, but often about reflecting or enhancing 
our sense of who we are (or want to be).

 t h e  s i x  
 u n i v e r s a l  
 h u m a n  
 e m o t i o n s 

Anger

Fear

Disgust

Happiness

Sadness

Surprise

The two systems 
The other central tenet of behavioural economics 
is one popularized by Kahneman in his bestseller 
Thinking, Fast and Slow: the fact that the brain has 
two very distinctive processes. 

System 2 is the one that feels like ‘me’ - the 
conscious sense of who we are and how we are  
in control. It is slow, more calculating and tends  
to have a longer-term view of action  
and consequence.

System 1, on the other hand, is ‘the adaptive 
unconscious’ and is the earliest system designed 
with the evolutionary purpose described above. 
So System 1 is automatic, immediate and entirely 
focused on the here and now. Occasionally, 
System 1 will get things wrong, but it will always 
make what it considers to be the best decision at 
that moment.

Perhaps the crucial insight for those of us 
concerned with marketing, communications 
and research is that we want to think System 2 
is in control, is taking the decisions and is ‘us’. 
But behavioural economics shows this to be an 
illusion: the part that is making the majority of 
the decisions is the element over which we have 
the least control.

The power of now 
We have evolved to maximize our chances of 
survival and reproduction, so System 1 is, as 
we saw above, especially biased towards the 
immediate and the urgent. 

As a result, we are very poor at predicting the 
future, and we are driven by the present. Most of 
what we think we are predicting is what social 
psychologist Daniel Gilbert calls “nexting”: 
creating a future which is mainly built of the 
present and a bit of the past. 

Truly unexpected events – what Nassim 
Nicholas Taleb calls “Black Swan” events – are 
beyond the power of our brains. This is why no 
one predicted the internet, mobile phones with 
multiple functions, the global meltdown of 2008 
or even Fifty Shades of Grey, the fan-fiction-
turned-erotic-romance that became a global 
publishing sensation.

Give this proven human inability to predict 
the future, why ask consumers in surveys to 
predict the likelihood of their buying your  
new brand?

The new marketing manifesto: Tips to build 
brands in an emotional world
Once we understand behavioural economics, 
the universal acid of marketing, the way we 
sell to customers looks very different. Here’s a 
new manifesto for marketing the behavioural 
economics way:

1 Embrace surprise Too much sales and marketing 
work is conducted against the old model of 

conscious rationality – a great deal of the effort 
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trying to message people into submission is  
wasted and becomes ‘attention spam’. Use more  
surprise and emotion to gain meaningful  
cut-through

2 Know that less is more Too much messaging 
may fail to permeate the brain’s attentional 

filters. Keep your communications simple  
and engaging

3 Massage don’t message Brands are about 
signalling. Unless your product is uniquely 

distinctive, create campaigns that aim to improve 
positive emotions about your product, rather 
than rational universal selling point (USP)-type 
propositions 

4 Recognize the power of inertia The brain 
develops heuristics – or shortcuts – because 

these are energy-conserving and convenient. 
Never underestimate how hard it might be for your 
consumer to change their ingrained brand choice, 
even when your product is objectively ‘better’

5 Use context to beat content Decisions are made 
as much by context, mood and other people as 

they are by conscious, individual choice. So  
your media and creative work should  
concentrate on creating positive contexts  
for your sale

6 Innovate with instincts in mind Create products 
that appeal to the brain’s System 1 (the adaptive 

unconscious) more than System 2, and that people 
think will make them look good and/or feel good 
about themselves

7 Challenge your researchers Are you genuinely 
getting beneath the surface of what your 

customers think and why they are behaving in the 
way that they are, or are you receiving only the 
answers that System 2 gives, to save face? There 
is some exciting work happening with researching 
System 1, but the research industry is proving slow  
to adopt it

There is a raft of other ways in which 
this exciting new area offers the promise of 
opportunities in the world of business and 
communications. It is time that we marketers 
laid aside some of our old and lazy assumptions 
and began to embrace the many possibilities that 
behavioural economics offers.  
— Anthony Tasgal is a global brand consultant, 
trainer for the Chartered Institute of Marketing, 
and lecturer at universities in the UK and China. He 
is author of The Storytelling Book (LID Publishing, 
£9.99). Tweet him @taswellhill
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Y O U  D O N ’ T  C O N T R O L  Y O U R  M I N D

Step 1: Close your eyes
Step 2: Don’t think of a polar bear

1Dressing up Money isn’t everything 
Price isn’t as powerful a buying criterion as you 

might think
Behavioural economists studied the behaviour 
of shoppers buying clothes for themselves. 
Although classical economics suggest that 
consumers always check the price of a garment 
they like with other retailers before making their 
purchase, the evidence shows that a great many 
people do not. 

Even more obviously in the face of classical  
economics, many shoppers will continue to buy 
an item even if they are told, at the point of sale, 
that it is available more cheaply elsewhere. Why? 
They might have a preference for the buying 
environment they are already in, feel loyalty 
to the assistant who has helped them choose 
the outfit – or might just be unwilling to walk 
to another store. Shoppers could easily save 
themselves money, but many choose not to. 

2Logic is toast The bargain paradox
People buy more if their preferred product is 

relatively better value than another
San Francisco-based retailer Williams-Sonoma 
once carried a line of home bread-makers, 
priced $275. The company later introduced a 

second product. The new product had similar 
functionality, but was larger in size. It cost around 
50% more than the original bread-maker.

Williams-Sonoma failed to sell many of the 
new items – but its sales of the less expensive 
bread-maker almost doubled. Customers 
assumed the cheaper product, which differed 
little from the more expensive item other than in 
size, was a bargain – even though it had been on 
sale for the same price before the dearer model 
came into stock. 

3 Let’s talk business Why defaults are powerful
People are more likely to buy products if they 

think they already own them
An Italian telecoms company was far more 
successful in retaining customers for a product 
option when it presented it as an existing benefit. 
The telecoms firm improved its acceptance rate 
for the offer by changing the selling script its 
agents used when customers called to cancel 
their service. 

At first, its agents said: “You will receive 
100 free calls if you keep the service.” But 
sales managers changed the script to: “We 
have already credited your account with 100 
calls — how could you use those?” Behavioural 
economists explain that the pain humans incur 
from losing something is greater than the 
pleasure they receive from gaining something.
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Fortify management’s 
toothless tigers
What are the barriers standing between 
organizations and the successful execution 
of their strategies in 2016?

The Chartered Management Institute’s 
(CMI) latest annual Future Forecast 
asked 1,000 UK managers about their 
priorities and the challenges for the year 
ahead. The UK is suffering from sluggish 
economic productivity compared to its 
international peers, so we asked managers 
what was holding them back. Top of 
the list was bureaucracy, cited by 30%, 
followed by business culture (27%) and 
outdated technology (22%). The top five 
was completed by stress (21%) and bad 
management (18%).

That’s a potent mix 
of challenges, strong 
enough to sink the best 
business strategy. The 
list raises important 
questions. With many 
UK businesses sitting 
on significant cash 
reserves, has there been 
sufficient investment 
in infrastructure and 
technology? Clearly, many managers think 
not. Has enough been done to invest in 
skills? Again, managers would say “no”. 
Their top five New Year’s requests of their 
organizations were to improve management 
and leadership skills (31%) and to change 
the culture (25%), followed by calls to 
invest in technology, people and skills more 
broadly and to reduce bureaucracy.

Besides investment, what else ties 
together these concerns? One answer is 
management and leadership competence. 
At a macroeconomic level, the latest 
analysis of total-factor productivity from 
the OECD re-emphasized the importance 
of management and leadership. In effect, 
our research shows that macroeconomic 
analysis in microcosm. 

Intimately linked is the question of 
how management shapes culture. A major 
dimension emerging from across CMI’s 
research is the question of empowerment. 

Only around 40% of managers feel 
empowered to make decisions – which 
raises a big question about what the other 
60% are ‘managing’. The most common 
New Year’s resolution among managers was 
to “make more use of my talents”.

The overwhelming impression from 
these results is that too many organizations 
are wasting the talents and enthusiasm 
of their people, choking employee 
engagement through heavy-handed 
bureaucracy and outdated command-and-
control management cultures.

The antidote has to lie in empowering 
employees and giving them the autonomy 
to do their jobs effectively. That means 

reviewing job design, 
accountability 
and performance 
management. 

When Deloitte 
announced a move 
away from annual 
performance appraisals, 
it calculated managers 
had spent two million 
hours a year creating 

performance ratings. Providing more 
frequent and timely performance feedback 
reduces bureaucracy and promises to make 
performance feedback more effective.

Other smaller changes are no less 
important to the employees involved. For 
example, giving a retail or contact-centre 
operative permission to address customers’ 
concerns without reference to a manager, or 
granting a middle-manager more decision-
making and budgetary responsibility. 

Of course, such autonomy has 
to go hand-in-hand with a genuine 
commitment to investing in skills, giving 
people the capacity to deliver on what’s 
asked of them. Without that, an employer’s 
newfound commitment to autonomy 
and accountability will ring hollow and 
flounder. Get the formula right, however, 
and employees will respond with more 
discretionary effort and pride in  
their work.   

 p a t r i c k  w o o d m a n 

Productivity is being hampered by armies of powerless executives

Only around 40% 
of managers feel 

empowered to make 
decisions – which raises a 
question about what the 
other 60% are ‘managing’

Patrick Woodman is head 
of external affairs at the 
Chartered Management 
Institute

s t r a t e g y
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Drive growth in 
a regulated world
Regulated sectors are notorious for wastefulness. Strategies are often aborted, business decisions 
reversed and resources squandered. But with the right approach, it need not be this way,  
writes Camelia Ram

Regulation isn’t all bad. A robust 
regulatory system can provide an 
environment for business growth. 
Through enforcement and sanctions 
for noncompliance, regulations 
manage unpredictable quality and 
unfair competition from unscrupulous 
producers, and ultimately establish 
market credibility. Yet poorly planned 
or inconsistently applied regulations 
have the power to harm growth.

National initiatives
The wave of regulations implemented 
since the 2008 global financial crisis 
resulted in national initiatives that 
had little regard for cross-border 
consistency or compatibility. The  
nature of regulatory reforms is in flux,  
creating opportunities and threats to  
sector growth.

In the automotive sector, 
widespread adoption of driverless 
vehicles (pictured right) could be worth 
as much as $1.3 trillion in the US alone, 
according to studies. But opposition 
from entrenched interests, such as 
Uber, underscores the difficulties 
of adopting new mobility forms. In 
financial services, regulations have 
impacted banks’ ability to lend – 
especially to small enterprises and long-
term for infrastructure – and reduced 
liquidity, especially in corporate bond 
markets. The European Commission 
acknowledges some rules may be 
impacting negatively on economic 
growth or incurring regulatory burdens. 
It has launched a consultative period to 
understand this more clearly.

Meanwhile, in the pharmaceutical 
sector, the flurry of mergers and 
acquisitions activity to maintain 

margins, bolster the innovation 
pipeline, and add new revenue pools  
has raised regulatory concerns.

For firms in heavily regulated 
environments, managing volatility, 
considering multiple stakeholder 
interests, and mapping pathways to 
influence outcomes, contribute to 
many of managers’ daily concerns. 
For instance, for multinational oil 
companies to achieve long-term 
operational stability in an era of 
plummeting and unstable oil prices, 
they now need a regulatory licence 
as well as a socioeconomic licence to 
operate in many African countries. 

This socioeconomic licence has taken 
the form of localization requirements 
– the percentage of the labour force 
comprised of local labour – which 
act as a means of boosting local 
skills development and reducing 
macroeconomic risks.

Managing multiple stakeholder 
interests is acute in areas where 
societal acceptance is crucial, such as 
autonomous driving, where consumers 
must be assured of safety, reliability and 
cybersecurity; policymakers confident 
of societal benefits; and third parties 
convinced that risks to their businesses 
can be managed. 

Finally, heavily regulated 
environments present opportunities 
to influence outcomes. For example, 
the Competition & Markets Authority 
has been commissioned to investigate 
the supply and acquisition of energy 
in the UK. This fact-based process 
involving the Big Six players, to examine 
the structure of the sector and how 
companies within it are regulated, 
aims to address critical customer pain 
points. Throughout 2015, players have 
been asked to provide their perspective 
on market dynamics, and provide a 
response to the preliminary results of 
the investigation. 

Managing volatility, considering 
multiple stakeholder interests, and 
mapping pathways to influence 
outcomes often poses challenges. 
Growth further requires a sound 
grounding in what the organization 
wants to achieve and how, so that the 
pathway to growth can confidently be 
adapted as the regulatory, economic or 
social context changes. Here are three 
key ways of readying your business to 
grow in a heavily regulated sector...

Invest for performance and potential
There must be clear demarcations 
between projects to proceed 
at full speed, those requiring 
staged investment to gain a better 
understanding of the risks, and those 
that need more analysis. The extent to 
which different projects support the 
achievement of strategic goals and 
their associated resource intensity – 
measured by payback period – serve as 
differentiators. These portfolio choices 
should be clearly communicated across 
the organization and backed by decisive 

Regulations manage 
unpredictable quality 

and unfair competition from 
unscrupulous producers and 
ultimately establish market 
credibility
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action. A commitment to a set of actions 
with associated milestones allows the 
organization to learn, incrementally, 
how to achieve a better fit between 
strategic initiatives and the context 
within which they must be executed. 

Deutsche Börse is pushing ahead 
with preparations to exploit the revised 
Markets in Financial Instruments 
Directive (Mifid II), which includes 
investigating an environment for testing 
trading, even though it could been 
delayed by a year.

Align work activities to strategy
Given the administrative burden 
incurred in heavily regulated 
environments, achieving growth 
requires hard choices about what 
activities to stop. A fundamental 
assessment of core processes is often 
necessary to highlight inherent risks 
or inefficiencies. This assessment 
should consider the consequences of 
compliance as well as noncompliance 
with regulations. Eliminating duplicate 
roles/shadow resources that make 

decision rights ambiguous, reducing or 
eliminating roles that do not urgently 
serve strategic initiatives, and seeking 
synergies due to common needs that are 
served by multiple vendors are all part 
of this process. 

KCG, an electronic broker, has 
developed processes, technology 
and infrastructure that make it well-
suited to Mifid II’s attempts to force 
asset managers to choose trading 
counterparts for their execution service 
alone, rather than ancillary services 
such as research or corporate access. 
This in turn has made it an attractive 
prospect for high-calibre bank 
executives.

Nurture leadership readiness
Leaders in highly regulated settings 
set the tone by clarifying and role-
modelling expectations around 
trust, authenticity, courage and high 
integrity. They value and encourage 
diversity of thought but are also highly 
knowledgeable about the competitive 
viability and regulatory compliance of 

their firm’s offerings. Moreover, they 
must be capable of recognizing and 
responding to the threats of incumbent 
players who make incremental 
innovations, versus new entrants 
who scale small wins quickly through 
alliances and partnerships. Nurturing 
such strong leaders takes significant 
investments in coaching, feedback, and 
other peer-to-peer support structures. 

The pursuit of growth in highly 
regulated environments is often 
fraught with waste, redundancy and 
proliferation of reversed decisions 
because there is lack of clarity and 
alignment on activities that should 
be stopped. For precisely these 
reasons, systematically investing for 
performance and potential, aligning 
work activities with strategy and 
conscientiously nurturing leadership 
readiness is critical to avoid the 
trap of fulfilling today’s regulatory 
requirements at the expense of 
tomorrow’s pathways to growth. 
— Camelia Ram is a consultant with 
Decision Strategies International
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Build the organization 
of your d.r.e.a.m.s

Make your 
organization authentic 
and good people will 
want to work for you

W R I T I N G
Professor Rob Go� ee 

I L L U S T R A T I O N
Je�  Östberg

Imagine you have the opportunity to create the 
best company to work for on earth. What would 
it be like? � is is not an idle question. In the past, 
businesses expected individuals to conform to 
the organization’s needs. But the paradigm has 
fl ipped. � e competition for scarce talent is now 
about making organizations more valuable to 
individuals – who are already valuable. It is about 
creating great workplaces that attract and hold 
talented people – and encourage creativity 
and innovation.

In our new book, Why Should Anyone Work 
Here?, we explore people’s positive visions 
for great organizations – and how they are 
attempting to make these a reality. Individual 
views vary widely, of course, but broadly, there 
are six characteristics that, together, describe 
the DREAMS organization:

D I F F E R E N C E 
“I want to work in a place where I can be myself, 
where I can express the ways in which I’m di� erent 
and how I see things di� erently”

R A D I C A L  H O N E S T Y
“I want to know what’s really going on”

E X T R A  V A L U E 
“I want to work in an organization which magnifi es 
my strengths and adds extra value for me and my 
personal development”

A U T H E N T I C I T Y
“I want to work in an organization I’m proud of, one 
that truly stands for something”

M E A N I N G
“I want my day-to-day work to be meaningful”

S I M P L E  R U L E S
“I do not want to be hindered by stupid rules or 
rules that apply to some people but not others” 

� is may all seem obvious. After all, who 
would want to work in the opposite kind of 
place – an organization where conformity is 
enforced, where employees are the last to know 
the truth, where people feel exploited rather 
than enriched, where values change with the 
seasons, where work is alienating and stressful, 
and where a miasma of bureaucratic rules limits 
human creativity and eff ectiveness? And yet – 
still – this is what many workplaces feel like!
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So what can be done? Although there are no 
quick fi xes you should not push the pursuit of 
DREAMS down the list of priorities. � is is not a 
matter of either/or. Building great workplaces 
is not an alternative to, but rather a means for, 
responding to competitive challenges, building 
productivity, unleashing creativity 
and winning.

We believe that small shifts in behaviour 
can have a disproportionately signifi cant impact. 
Here are some ways you can help your company 
become a better place to work and a beacon 
for talent.

Difference
   Hire diversely Value di� erences in people’s 

thought processes and life experiences, among 
other qualities. Don’t rely only on HR or search 
fi rms – they tend to produce lists of the 
usual suspects

   Cherish challenges Be more tolerant of 
di� erences and how they are expressed. In 
high-performance organizations, a little clash of 
emotions is no bad thing. Emotions are a major 
source of energy at work; build time 
into your meetings for the expressions of 
individual feelings

   Encourage individuality Nurture the di� erences 
found in people’s characters. Reward those who 
go beyond the job description

   Incentivize creativity Design performance 
measures which allow for creative surprises. 
Seek a consensus around values, but allow for 
individual creative expression

Example: Arup is a great, creative engineering fi rm 
because it looks for di� erence. Creativity increases 
with diversity but declines with sameness.

Radical honesty
   Communicate honestly, simply and quickly Tell 

the truth before someone else tells it for you! 
You have less time than you think. Modern 
technologies have dramatically speeded up the 
dissemination of information. And keep it simple 
– some organizations confuse sharing data with 
e� ective communication

   Use many communications channels There may be 
marked generational variations. Younger people 
will use social media, older generations may rely 
on face-to-face meetings 

   Focus on people’s hopes and fears Encourage 
radically honest conversations throughout 
the organization. Power relationships tend to 
sanitize the information that reaches the top. 
Allow people to bring you bad news – make it 
feel safe for them. Radical honesty works 
both ways

Example: Novo Nordisk, the Danish pharmaceutical 
company, works hard at the proactive sharing 
of information with employees and external 
stakeholders.

Extra value
   Think holistically about staff progress O� er 

opportunities for adding value in people’s 
personal development as well as professional 
development. This is about much more than 
technical skills and training budgets

   Know that employee engagement is aligned 
with commercial success Recognize that adding 
value to employees and generating value as 
an organization are not competing activities. 
They are clearly symbiotic. Add value to 
make value. Great pharma companies recruit 
talented scientists but to this they add critical 
leadership abilities which drive successful drug 
development

   Look after the strong and the weak Help your 
star employees to shine and your less e� ective 
players to grow. Don’t restrict development to 
your best people. There are big benefi ts from 
adding value to the ‘average’ employee 

Example: McDonald’s in the UK is a major provider 
of skills and education to frontline service workers.

074-077_Dialogue_Q2_2016.indd   76 28/01/2016   12:26



77

Q2 2016 Dialogue  

S T R A T E G Y

Authenticity
   Demonstrate your own authenticity You can’t 

expect it of others unless you demonstrate it 
yourself. Organizations have roots and so do 
you. It is inauthentic to attempt to write these o�  
but, in a mobile world, some people try 

   Communicate what you stand for and what you 
take pride in Do this clearly and simply. Use 
opportunities to connect this to organizational 
purpose and values 

   Get authenticity feedback from others If you are 
near the top of your organization, remember 
that much of the feedback you receive has been 
carefully fi ltered. Be prepared to fi nd out what’s 
really going on

Example: New York Life deliberately celebrates 
and uses its origins and history as a guide for good 
executive behaviour. 

 

Meaning
   Think bigger Individual jobs often give meaning – 

but how they connect to others and the end goal 
is not clear – remember the c’s – connection, 
community and cause. So...

   Connect widely Take every opportunity to 
connect your organization’s e� orts and outputs 
to the wider community. Bring in messages 
from the outside. Beware organizational 
introspection. It’s meaningful to know the 
impact you have on wider society

   Talk about the ‘why’ Restate in clear, simple, and 
memorable ways, the reasons your organization 
exists. Meaning is enhanced by a cause – and 
communicating it

   Build communities at work Whether you are 
in the factory workshop or on the executive 
committee, you have the opportunity – indeed 
the obligation – to build a sense of belonging 
and cooperation 

Example: The BMW engineers know why they work: 
to build the ultimate driving machine

Simple rules
   Don’t react! When things go wrong, resist 

the temptation to take knee-jerk action and  
immediately invent another rule. Where you 
can, try trust fi rst, and accept that this may not 
always produce what you want. Rules may look 
like a quick fi x but they can inspire a ‘low trust’ 
downward spiral that typically creates 
more problems 

   Practise what you preach Don’t ask others to do 
things you wouldn’t do yourself. You are unlikely 
to engender respect for the rules – or for 
yourself – if you repeatedly create exceptions for 
yourself or for others. If you have rules, 
believe in them!

   Test your rules Check how the rules a� ect all 
stakeholders. Rules a� ect not only employees 
and regulators, but also customers and wider 
society. Next time you introduce a rule, be 
sure to examine the impact it might have on 
customers, consumers, suppliers and 
other stakeholders

Example: Netfl ix has attracted praise for its attempts 
to keep its HR rules simple.

Whichever organization you are part of – and 
no matter where you are within the company – 
our aim is to inspire you to make the DREAMS real 
so you can have a positive answer to a diffi  cult 
question: why should anyone work here?  

— Additional reporting by Gareth Jones
— Further reading 
Why should anyone work here? 
Rob Go� ee and Gareth Jones
Harvard Business Review Press

Don’t ask 
others to 

do things you 
wouldn’t do 
yourself. You 
are unlikely to 
engender respect 
for the rules if you 
create exceptions 
for yourself

you. It is inauthentic to attempt to write these o�  
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The heart of the 
old world
The recent terrorist attacks on Paris, and the upcoming Euro 2016 
football tournament, have put France back in the spotlight

F A C T F I L E  F R A N C E

  Land area

   248,573 sq mi 
  (643,801 sq km)
  Population 

  66,627,602
  Capital

  Paris
  Major religions

  Christianity

  Offi  cial languages

  French
  GNI per capita 

  $38,530 

  Life expectancy 

  85 Women

   

  79 Men

F R A N C E

P A R I S

G E R M A N Y

A U S T R I A

I T A L Y

S W I T Z E R L A N D

B A Y  O F  B I S C A Y

L U X

B E L G I U M

LO N D O N

B R U S S E L S

B E R N

 u n d e r  a t t a c K 

130
People killed by masked 

Islamist terrorists on 13 

November 2015

3
Duration, in months, 

of ‘state of emergency’ 

status imposed by 

French government 

following the attacks

7 
Time in months between 

Paris attacks and fi rst 

match of association 

football’s Euro 2016, one 

of the world’s biggest 

sporting events 

n e w s  n a t i o n

N U C L E A R  L E A D E R
2006 electricity production of France

78%
Nuclear 

power

11%
Hydroelectric power

1%
Other

10%
Fossil fuel power
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There was already a concern for the Euros, 
now it’s obviously a lot higher. We will 

continue to do everything we can, so that security 
is assured despite all the risks that this entails. I 
know that everyone is vigilant. Obviously this 
means that we will now be even more vigilant. But 
it’s a permanent concern for the federation and the 
[French] state
Noël Le Graët, president of the French Football Federation

F O O T B A L L  F I N A N C E

24 
Number of national 
teams competing in 
the Euro 2016 finals

10
Number of stadiums 
used to host 
matches

€1.7bn 
Projected cost of 
hosting the event

S T I L L  R I C H

SIX  Global ranking in individual  
wealth*

T R A V E L L E R  H O N E Y P O T

ONE  Global ranking in numbers of foreign  
tourists attracted*

H I G H  L I F E

1 
Ranking of 
France’s L’Oréal 
among global 
cosmetics firms

1 
Ranking of 
France’s LVMH 
among global 
luxury brand firms

2 
Ranking of 
France’s Kering 
among global 
luxury brand firms
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* Source: cityam.com

* (83.7 million in 2014)
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A design for a life 
less ordinary
Charles Handy’s new book is a brilliant critique of corporate and professional inertia, warning that 
the choice for companies is to change fundamentally or decay rapidly, writes Ben Walker

There is a hill in Derbyshire, England, called 
� orpe Cloud. It’s a pretty sort of place, next to 
the babbling River Dove, deep in the Dales. It’s 
hardly a king among mountains, rising to just 
942 ft. But it’s shaped beautifully, like a child 
might draw a hill. You exert yourself for the 
climb, then ease your legs as you roll over the 
summit. It’s pretty easy walking coming down. 

If a second-curve thinker were climbing 
� orpe Cloud, he might advocate paragliding 
away before he got to the easy part. � ere’s 
little point hiking beyond the peak, because, 
after that, the only way is down. If you accept 
the central premise of � e Second Curve, that the 
lives of everything – jobs, organizations, even 
governments – are essentially shaped like � orpe 
Cloud, you must also accept the premise that 
there are points when you have to abandon a 
good gig even if it would be easier, less stressful, 
and possibly more lucrative, to stay. � e trick in 
life, says the book, is to avoid the descents. On 
the way down, life might require less exertion, 
but it is fundamentally less fulfi lling. 

� e author, management guru Charles 
Handy, thinks he must have made a terrible 
husband, because as soon as he got to grips with 
jobs – even whole careers – he leapt off  the hill 
towards new adventures. 

Having met Handy, I can’t imagine that he 
ever quite fell into the ‘poor husband’ category. 
But there’s a poignant part of the book that 
suggests the normal lifetime of a marriage is 
only about 15 years, and that those marriages 
that do endure and thrive, like his own, are 
because the couple within them have found 
their own second curve. � e Handys’ new phase 
came when Handy’s wife Elizabeth became his 
manager, breaking the rule about mixing work 
and pleasure, and fl ourishing as a result.

I came away from the book thinking 

Handy’s second-curve thesis is largely right, as 
challenging as his message might be. Certainly, 
his examples from the world of commerce ring 
true – companies cannot merrily stump along 
doing much the same forever and expecting 
to grow at the same rate until Kingdom Come. 
Everything has a lifespan. � e choice for most 
companies is to change fundamentally, or 
rapidly decay. 

In his chapter on the dilemmas of economic 
growth, Handy tells a wonderful story of an 
exchange he shared years ago with an IBM 
executive. � e IBM man showed him a graph 
of the company’s projected sales growth, set 
against the forecast GDP for the US. At one 
point on the graph, IBM’s projected global 

sales surpassed the GDP of the world’s richest 
nation. Handy told the IBM executive that his 
company’s projection – that it would one day be 
bigger than the economy in which it was born – 
was absurd. � e man replied that at IBM’s then 
rate of growth, it was perfectly feasible. Handy 
concludes that eternal growth is a fantasy, even 
if it is a concept entertained by all too many 
senior executives. 

� at said, Handy is no hippie. He rejects 
the hair-shirt idea, becoming popular in some 
circles, that somehow economic growth is bad 
for us. He asks what we would prefer instead, 
referencing the brutish ten centuries during 
which the economy barely grew, and pointing 
out that when economies fail to develop, 

As soon as he got to grips with 
jobs, even whole careers, he 

leapt off the hill to new adventures

The Second Curve
Charles Handy
Random House

 bit.ly/2ndcurve

I N  A S S O C I A T I O N  W I T H
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competition for resources greatens and avarice 
grows. Growth presents awkward challenges, he 
says, but it’s better than the alternative. 

Nevertheless, Handy wants markets to work 
for people. He is an individualist, preferring the 
goals of humans to those of corporations. He isn’t 
a fan of Britain’s privatization of public services, 
which, he says, just created a raft of privatized 
monopolies. And he devotes most of a chapter to 
the imperfection of markets. Yet where markets 
do work, he remains strangely cool on them.

He cites the example of his wife’s brass 

rubbings, which she shipped to the US to sell. 
Customers in the US, considering the British 
rubbings to be a luxury good, were prepared 
to pay ten times her costs, but Handy was 
so horrifi ed by the potential profi teering he 
asked his wife to set a much lower price. � ere 
seemed to be no good reason for this other than 
Handy’s personal morals – in this case, the 
market was doing a good job setting a price for 

a scarce resource, while rewarding his wife for 
her artistic innovation. Handy experienced a 
similar dilemma himself when he found that the 
market was prepared to pay very high fees for his 
speeches; in fact, the high price itself lent him 
prestige. I wondered why he felt he ought not 
earn those fees if people were prepared to pay 
them. Here, Handy allows his own discomfort 
about making too much money, perhaps born of 
his upbringing as a parson’s son, to stand in the 
way of an otherwise sharp essay on the strengths 
and weaknesses of markets.  

Still, this is an isolated criticism if it is a 
criticism at all. Handy manages to entertain 
even when you think him wrong, and I tore 
through this book in just a couple of sittings. Its 
central thesis is compelling and scalable – Handy 
applies second-curve thinking in colourful ways 
to everything from democracy to education to 
citizenship and social justice. 

With the book bereft of an index, which the 
publisher irritatingly fails to provide, I found 
myself fl icking back to reread many of the 
illuminating examples Handy cites from his long 
and illustrious career. It is wonderful that, at the 
age of 83, he has been able to make sense of his 
experiences in such a useful way. I felt privileged 
to be able to share such wisdom.  
— Ben Walker is editor of Dialogue

Handy is an individualist, 
preferring the goals of humans 

to those of corporations

Sh
u

tt
e

rs
to

c
k

I N  A S S O C I A T I O N  W I T H

080-081_Dialogue_Q2_2016.indd   81 28/01/2016   12:29



82

 Dialogue Q2 2016

R E V I E W S

Discovery Path: 
Trust and 
transparency

 B L U E  B O T T L E  B I Z  T O P  F I V E 

Theory of Strategic Management with 
Cases by Gareth Jones, Charles W. L. Hill 

This leading strategy text presents the complexities 
of strategic management through up-to-date 
scholarship and hands-on applications. Respected 
authors Gareth Jones and Charles Hill integrate 
cutting-edge research on topics including corporate 
performance, governance, strategic leadership and 
technology, through theory and case studies.

 bluebottlebiz.com/resource/theory-of-
strategic-management-with-cases    

The New Rules of Green Marketing 
by Jacquelyn Ottman

Understand why value-based sustainability 
marketing has become crucial, and how to adopt 
this approach. Drawing on the data from leading 
researchers and refl ecting on learning from her 
corporate clients and other pioneers, Ottman 
provides strategies, tools and inspiration for building 
a credible value-based green marketing strategy.

 bluebottlebiz.com/resource/the-new-rules-of-
green-marketing

Modeling Enterprise Architecture with 
TOGAF by Philippe Desfray 
Modeling Enterprise Architecture with TOGAF 
explains everything you need to know to model 
enterprise architecture with The Open Group 
Architecture Framework (TOGAF), the leading EA 
standard. This solution-focused reference presents 
key techniques and illustrative examples.

 bluebottlebiz.com/resource/modeling-
enterprise-architecture-with-togaf

The End of Power by Moisés Naím

Power is shifting: from West to East and North to 
South, from presidential palaces to public squares, 
from corporate behemoths to nimble startups and, 
slowly but surely, from men to women. But it is not 
merely shifting and dispersing, it is decaying. Naím 
o� ers a revolutionary look at the inevitable end of 
power, and how it will change your world.

 bluebottlebiz.com/resource/the-end-of-power

The Essential Job Interview Handbook 
by Jean Baur

Prepare e� ectively for interviews and become 
familiar with di� erent types of interview questions 
and styles. A unique feature of this book is the 
multiple answers it provides for each question, 
which will help you learn what makes a winning 
answer and understand the strategy behind it.

  bluebottlebiz.com/resource/the-essential-job-
interview-handbook

I N  A S S O C I A T I O N  W I T H

The internet age has transformed business – secrets are harder 
to keep, margins harder to defend, staff  harder to retain. � is 
selection of reading will help business leaders navigate the newly 
transparent world – and generate trust among their colleagues, 
customers and clients. 

Trust or Consequences 
Chapter 1 - Trust Trends: A 
Transparent Age, Online 
Relationships, and a 
Breakdown in Corporate 
Values 

 bluebottlebiz.com/resource/
trust-or-consequences

Trust or Consequences o� ers 
tools for identifying trust 
opportunities, plus numerous 
inside accounts of trust-building 
successes and failures by high-
profi le organizations and leaders. 

Trust and Betrayal in the 
Workplace
Chapter 6 – How You Trust 

 bluebottlebiz.com/resource/
trust-and-betrayal-in-the-
workplace-1

Pioneers in the fi eld of trust, Drs 
Dennis and Michelle Reina, reveal 
what it takes to build trust in the 
workplace that withstands the 
tests of time, geography and a 
volatile marketplace.

Trust, Inc. 
Chapter 4 – Trust Others

 bluebottlebiz.com/resource/
trust-inc

This is a di�  cult time to be a 
leader. Most employees are 
disengaged, their discretionary 

e� orts tamed, passion for work 
fl eeting, ideas tethered. With this 
text, you can create a workplace 
where engagement, passion and 
great work thrives.

Trust in Transition
Chapter 20 – Trust and 
Motivation

 bluebottlebiz.com/resource/
trust-in-transition 

Trust in Transition breaks down 
the change process – from 
the idea to execution phases – 
identifying leverage points that 
have an impact on the outcomes.

Conversations That Sell
Part 1 – Selling in Today’s 
Transparent World 

 bluebottlebiz.com/resource/
conversations-that-sell 

Today’s consumers are hungry 
for meaningful, collaborative 
conversations built on mutual 
value and trust. This text 
introduces sales professionals to   
collaborative conversation skills 
required to secure business.
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We all know that the world of business is 
becoming digitized and this is having a 
revolutionary impact on the services we 
can buy and the nature of the work we do. 
Many of us welcome the convenience – 
and cheapness – of online shopping or the 
ability to fi nd a cab, but are uneasily aware 
that this may come at a price. 

Digital giants such as Amazon or Uber 
tend to be reluctant to pay what much of 
the public would consider to be their fair 
share of taxes. And the pay and conditions 
of the people working 
in these ‘disrupted’ 
industries tend to get 
worse. Who would 
prefer to work in an 
Amazon warehouse to a 
traditional bookshop? In 
London, taxi drivers are 
likely to end up working 
longer hours for less. 

We are also vaguely aware that this 
phenomenon is moving up the skills chain 
– it is no longer only manual or clerical jobs 
that are aff ected, but highly skilled and 
knowledge-based professions such as law 
and medicine. We are guiltily aware that at 
some point our jobs may be next on the list. 
We all have ‘skin in the game’.

Steven Van Belleghem in When Digital 
Becomes Human provides a concise and 
readable overview of the key technological 
and commercial trends and their 
implications. His main premise is that, 
in order to survive, most businesses will 
become fully digital by using technology to 
provide better and much cheaper services 
through automation, new business models 
and the clever use of data. 

� is is because, despite what we might 
say in the pub to our friends, we customers 
have a clear hierarchy of priority: customer 
service comes fi rst, the wellbeing of 
employees a weak second, and wider 
society a very poor last. 

But when customer services are largely 
automated, paradoxically, the things that 
cannot be found in a computer will become 
more valuable: creativity, empathy 
and passion. 

� is is about building an emotional 
relationship between 
the business and its 
customers. Some of it is 
about customer service, 
but other elements may 
be more important – 
such as crowdsourcing, 
crowdfunding, crowd 
service (getting your 

customers to serve one another) and crowd 
commerce (creating a market for your 
customers to sell to one another). 

Van Belleghem provides some 
interesting pointers and examples of how 
this will be applied in practice, but is 
noticeably shorter on detail. � e upshot is 
that unless you are strong on ‘human skills’ 
you may struggle in this brave new world.

You may not be completely convinced 
by the conclusions in this book, but 
you will be provoked to think about the 
direction in which we are going. 
— When Digital Becomes Human: The 
Transformation of Customer Relationships 
Steven Van Belleghem, Kogan Page. It is 
shortlisted for the Chartered Management 
Institute Management Book of the Year

 bit.ly/digitalbecomeshuman

 P I E R S  C A I N  O N  B O O K S 

When businesses are automated the things that cannot be found 
in a computer will become more precious 

Piers Cain is head of 
stakeholder relations 
at the Chartered 
Management Institute

I N  A S S O C I A T I O N  W I T H

Customers’ priority is 
customer service. The 

wellbeing of employees 
comes a weak second

In the new digital world 
human skills are more 
valuable than ever
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A shudderingly good 
account of why ‘glocal’ 
is the only viable future 
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 A P P S  F O R  L E A D E R S :  T O G G L 

Do you want to work out 
where your time goes? Toggl 
is what you need, writes 
Perry Timms

In a time-poor world, working out 
exactly where your time goes is both 
a fearful and an intriguing activity. 
Most project and productivity apps fail 
to capture it accurately – some rely 
on labour-intensive data input (time-
consuming in itself), while others are 
glorifi ed task lists that cannot calculate 
the time members of sta�  spend on 
each individual project.

Enter Toggl – an app across all 
platforms, including web and Chrome 
browser extension. This is the clock-
running, time-tracking app which can 
help you realize where your day goes, 
and where time can be apportioned 
e� ectively to projects, clients, corporate 
activities, learning, research, calls, 
travel and more.

With an application programme 
interface that includes Basecamp and 
Asana – and lots of other tools, apps 
and platforms – Toggl will link to your 
existing taskboards and allow you to log 
your time and activity via smartphone, 
tablet or desktop, and synchronize 
to provide reports, billable data and 
analyze how much of your time is spent  
on certain activities throughout the day.

Toggl is feature-high, but 
complexity-low: customizable setup 
across multiple operating systems, 
reports and analytics, automated 
tracking and reminders, plus workspace 
and task allocation and sharing, make 
Toggl way more than a sophisticated 
spreadsheet.

Is Toggl Big Brother-esque? Or is it 
simply a great tool to quantify exactly 
where your time goes? In using Toggl, 
you can see where your demands lead 
you, where clients are gaining their 
value from you and where you might 
go about planning your tasks and your  
days, with a great deal more insight 
than ever before.

It’s a rare day indeed when reading a 
book makes you physically shudder, 
but Sylvia Ann Hewlett and Ripa Rashid 
achieve the feat with their introduction 
to Growing Global Executives. � ey tell 
the dismal story of the US Red Cross’s 
attempts to fund new housing in Haiti, 
following its 2010 earthquake disaster. 
� e charity attracted nearly half a billion 
dollars in donations for the country’s 
regeneration and promised to rebuild 
communities with the cash. Yet the 
book cites a damning 
ProPublica/NPR report 
which stated that although 
the charity pledged to 
construct hundreds of new 
homes, the building of just 
six can be documented. 

With the reader now 
hooked – and probably 
shuddering – Hewlett and 
Rashid develop the case 
study to show how the Red 
Cross’s fl eet of Western 
managers – expensive and 
lacking in local knowledge – allegedly 
hampered its regeneration eff ort. 
� e conclusion, and premise of the 
book, is that global companies need to 
rediscover the powers of local teams 
quick sharp, or face outcomes similar to 
those of the Red Cross in Haiti. 

� e authors launch into a forensic 
analysis of why global organizations 
remain suspicious of local labour, 
despite its undeniable benefi ts. Physical 
distance remains a psychological 
chasm for businesses, which prefer to 
support and sponsor the people they 
see and work with every day, instead 
of considering the wealth of talent on-
the-ground in their foreign markets. 

While the book is emphatic about 

the need to localize global corporations 
– go ‘glocal’ in the latest jargon – there 
is hope for executives who have to 
globetrot. � ere is a fascinating section 
on ‘pivoting’: the necessary act of 
adopting diff erent managerial styles, 
even personalities, depending on the 
market in which you are working. One 
bilingual Intel executive, a Japanese 
national, reveals how the language 
in which she is speaking drives her 
personality: when she uses English, 

she is bold and assertive, in 
line with the needs of the 
US market. When speaking 
Japanese, she is polite, softer 
and less direct.  

� ere is practical advice 
about overcoming the 
challenges women leaders 
face in world regions 
where female leadership 
is uncommon, including 
an illuminating anecdote 
about how embarrassment 
was avoided when clients 

wrongly assumed that the male member 
of a delegation was its most senior. 

I couldn’t help thinking, 
however, that the publisher missed 
an opportunity with the book’s 
presentation – its plain, typographical 
cover gave little indication of the 
insights within. Yet this is an important 
work that challenges the tired notion 
that globalization of business means the 
inevitable globalization of culture and 
globalization of practice. � e world is 
still a local sort of place. 

Global companies need to rediscover the 
power of local talent in foreign markets, while 
teaching globetrotting executives how to 
‘pivot’, says a new book. Its arguments are 
compelling, says Ben Walker

— Toggl Free (business version 
from $49 a month) Toggl.com
— Perry Timms is an 

independent HR/OD practitioner, 
speaker, writer and CIPD adviser on 
social media and engagement. Tweet him 
@PerryTimms

— Growing Global Executives
Sylvia Ann Hewlett and Ripa Rashid,
Center for Talent Innovation 
Rare Bird Books
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Britain must ignore the 
siren call of an EU exit
The UK is tying itself in knots over Europe. 
The pro- and anti- camps come up with 
increasingly outrageous statements: “If we 
leave, the UK will float in a sea of isolation 
comparable to North Korea’s” versus “the 
EU costs up to £10 million per head of 
population and is responsible for the death 
of all puppies.”

The numbers can be added up in 
honest or creative ways to make the case 
for staying in, or leaving. Even those of us 
who believe it is key for the UK’s future 
to remain in the club are disgusted by the 
incompetence, waste and corruption in 
the EU, making it difficult to argue against 
the appealing image of an island utopia, as 
propounded by Brexit 
supporters. But let me, 
as an immigrant and an 
adopted Brit who holds 
the UK dear, give it a try:

1Stop fantasizing about 
the UK (population 

63.5m) accessing a 
‘favourable deal’ in 
the manner of Norway (5 million) or 
Switzerland (8 million). Both countries 
have similar agreements with the EU that 
give them access to the single market, but 
no say over regulation, to which they have 
to sign up, nor over product standards. The 
Swiss do not have unimpeded access to 
the financial and other services markets in 
the EU, which would be a major blow for 
the City of London and its services sector. 
Both countries must also abide by free 
movement of labour rules.

2Stop blaming the EU. It is a classic 
excuse in the lexicon of all British 

governments. Much of the excessive 
regulation is due to the British civil 
service’s love of gold-plating EU directives 
when they turn them into UK legislation.

3Drop the outmoded argument that the 
EU is seeking ever-closer union and we 

don’t want to be part of it. The Schengen 
Agreement, which created a borderless 
continental EU for a time, is dead. The 
migrant-cum-refugee crisis has triggered 

a return to barbed wire and border 
controls. Meanwhile, the former Eastern 
Bloc countries are not joining the Euro. A 
number are becoming evermore hostile to 
the EU itself. These include Poland, which 
is following in the steps of Hungary’s 
autocratic government.

4Get over the inescapable loss of 
sovereignty. Even giants such as the US 

and China have to balance their national 
interests with those of their allies and the 
world economy. Global integration is a fact. 
The world is coalescing into blocs and the 
UK wants to be included in treaties like the 
US-EU Transatlantic Trade and Investment 
Partnership (TTIP).

5Britain must 
become a leading 

protagonist in the EU, 
alongside Germany. 
There are EU meetings 
at which no UK official 
turns up because its 
direct interests are not 
affected, an unspoken 

policy that apparently started with Gordon 
Brown’s government. All meetings are a 
way of cultivating colleagues for future 
coalitions. A proactive policy will yield 
results – not least because the world views 
of the UK and Germany are much more 
alike than that of Germany and France, 
with whom Germany is forced to partner 
due to the UK’s disengagement.

6The more ties that bind us to allies in a 
dangerous world, the better. Sir John 

Scarlett, former head of spy service MI6, 
recently wrote in the Times that “British 
agencies…collaborate intimately with their 
European partners and benefit greatly 
from their capabilities”. President Obama 
has called for the UK to remain in Europe 
as it gives the US more confidence about 
the strength of the transatlantic union, 
which has made the world a safer, more 
prosperous place.

Brexit is a siren call. Let’s not crash on 
the rocks, but sail on to those meetings, 
guns blazing, charm switched on. 

 k a r i n a  r o b i n s o n 

The idea that one of the most influential countries in Europe could 
live in a Norway-style halfway house is the stuff of sheer fantasy

Karina Robinson 
is chief executive of 
Robinson Hambro

Blaming the EU is 
a classic excuse in 

the lexicon of all British 
governments
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