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n o f e a r o f fa i l u r e
By Gary Burnison

David Strick

Failure happens
Consider the following story: Company X completed a CEO succession process. As the former CEO
left the building, he said to his successor, “If you ever
get into trouble, check your top desk drawer.” Six
months after taking charge, the company’s sales stalled.
Remembering the advice he had received, the CEO
opened his desk drawer and discovered three envelopes. Written on the outside of one were the words,
“In the event of trouble, open this envelope first.”
Inside was a letter that said, “Blame your predecessor,”
which the CEO tactfully did in a conference call with
Wall Street analysts. This strategy worked very well
— people responded positively.
But after another six months, things got worse.
So the CEO, remembering how well the playbook had
worked, opened the second envelope, which contained
one word: “Restructure.” So the CEO announced a
major reorganization, which again worked exceptionally well.
But after a year, sales plummeted. Tried and tested,
the CEO opened the last envelope. Inside, the message
said, “Prepare three envelopes.”
Face it, humans cannot see the future; tragedies
occur — failure happens. However, it’s not what you
do at the moment of failure, it’s what you do after that
counts — what you learn.
This is true about our own individual lives, but
also our own ways of leading. Over the last year, I’ve
had the opportunity to interview and discuss these
issues in depth with 12 great leaders. We’ve taken the
best of these insights to prepare a book, “No Fear of
Failure: Real Stories of How Leaders Deal With Risk
and Change.” What I learned from this experience has
been enlightening, even surprising. Real leaders, I
learned from my interviews, not only know what they
need to do, they know who they are.
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I observed a deep inner serenity in
these leaders that comes from accepting
the inevitability of failure. Success instills
confidence, but failure imparts wisdom,
provided you learn from it. If you understand that, then it’s not really about the failure at
all; it’s about learning. The bridge between failure
and success is the ability to understand coupled with
the courage to try again. In leaders’ lives and careers,
every time there is a failure, their capacity for resilience improves.
These leaders were people of great confidence
and courage and while they came from different backgrounds — business, sports, academics, philanthropy
and public service — they had commonalities, such
as never confusing what they do with who they are,
and remaining committed to self-improvement as an
essential part of leadership. Within this rarified group,
which included Carlos Slim, No.1 on the Forbes magazine list of the world’s wealthiest individuals, there
was also a strong sense of the need to give back, to
contribute to society. Once you have wealth, which is
like fruit from a tree, you must plant other trees.
While all of the leaders interviewed impressed
me, I was surprised that Mayor Michael Bloomberg
of New York credits the efforts of others for his success.
He does this even though he’s a take-charge civil
servant and a highly successful entrepreneur. But
what he said was clear. No one leads alone. To achieve
audacious goals requires working in a organization
filled with individuals who are all committed to the
same purpose.
I was equally impressed with the humility of
these leaders, like Vicente Fox, the former president
of Mexico. Though Fox has accomplished much and
has been on the world stage, he has never lost his
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rather, it was how they made you feel when you were with
them. Leadership is about grace, the ability to rise above and to
anchor yourself in humility by always focusing first on others.
Because leadership is all about the other person, in this
issue of Briefings we explore the intersection of leadership
and happiness in the article, “Why Happiness Matters” by
David Berreby.
We also feature Angela Ahrendts, chief executive of Burberry’s, the venerable British fashion house. Ahrendts embodies the leadership attributes I have just listed. She’s a learner,
a compassionate person who cares deeply about her people,
and a woman dedicated to her company and her brand.
Kim Popovitz, chief executive of Genomic Health, shows
us how a sense of mission is critical for an organization, and
we also profile how Cisco is pioneering a new type of leadership development program — by using the business itself as
the teacher.
With the devastation in Japan still in our minds and
hearts, we remember the sobering reality that man cannot
contemplate the future, and even if he could, he might not
always like what he sees. Leadership, however, is not guessing about tomorrow; rather, it is having the courage to reach
for the stars, learn from failure and, most important, use
it to define the future. 

Cathy Gendron

humility nor his appreciation for where he came from. At the
same time, a former superintendent of the United States Military Academy at West Point, Gen. Franklin (Buster) Hagenbeck, explained with moisture in his eyes how he led soldiers
into battle, but always with deep compassion and caring for
every individual. He emphasized the bond that must be built
between a leader and the people who are led. That bond must
be built on trust.
It’s not just what you’ve done as a leader that counts, it’s
what you’ve learned from it. As Benjamin Franklin said, “An
investment in knowledge pays the best interest.” By nature,
leaders are curious, captivated and engaged. Although he had
no formal education beyond age 10, Franklin read voraciously
and broadly — and so do all great leaders. They are forward
leaning.
To be an effective leader, you must listen first, learn, and
only then lead. Listen more than you speak is good advice for
anyone — and it is twice as true for a leader. Leaders also know
that strategic thinking is perpetual. They look over the horizon,
but anticipate and navigate in the short term. They always have
a Plan B.
The world’s best leaders, while outliers of achievement,
remain humble. In writing “No Fear of Failure,” I learned that
it was not what the people said that made the biggest impact;
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If you’re a regular reader of this magazine, you’re
probably interested in how ideas, in one form or
another, help shape the world.
Right from the beginning, we worked with
brilliant partners, like our friends at Microsoft
and Google to design some of the world’s most
advanced smartphones. Even great minds from
outside the tech world have helped make us
who we are, everyone from the actor-journalist,
Stephen Fry, to Korn/Ferry, the firm behind this
magazine. By working together and sharing
ideas we were able to accelerate the pace of
innovation. This year Fast Company magazine
rated us one of the most innovative companies
in the world.
Whatever we do next, what’s clear is that it’ll
be ideas that will lead the way.

htc.com

The Revolution
Will Be Televised

(and on Facebook, Twitter and the Web)
The true power of social media is both more and less than
we imagined.

T

unisia was first. The uprising
began in the city of Sidi Bouzid on Dec.
17, 2010, when Mohamed Bouazizi, an
unemployed college graduate trying to
make a living selling vegetables from an
unlicensed street cart, had his scale confiscated by the police. When he tried to
reclaim it by offering to pay a fine, he was
slapped by a policewoman. Insulted and
distraught, he tried to plead his case with
local officials, to no avail. Then, in an act
of utter desperation and defiance, he went
into the street outside provincial headquarters, cried out, “How do you expect
me to make a living?” doused himself
with gasoline and set himself on fire.
Public outrage over the incident grew
quickly. Thousands took to the streets in
solidarity, enduring beatings, tear gas and
bullets to protest the repression and economically indifferent policies of President
Zine el-Abidine Ben Ali’s regime. By January 14, Ben Ali was ousted and fled the
country. Eleven days later, thousands
upon thousands of Egyptians, emboldened by the events in Tunisia, engaged
in demonstrations, strikes and violent
clashes, demanding an end to their own
country’s corrupt and oppressive government. After just 18 days, Egyptian President Hosni Mubarak was also forced to
step down. By late February, barely two
months after the act of ineffable despair
that ended Mohamed Bouazizi’s life,

8

Q3.2011

similar uprisings had begun in Yemen,
Bahrain, Libya and Algeria.
In the Arab world, the Tunisian uprising was called the “Sidi Bouzid Uprising,”
and the events in Egypt were dubbed the
“January 25 Revolution.” However, in the
West and certainly in the media, they
were known as the “social media revolutions.” In both countries, Facebook and
Twitter were credited with helping protesters plan their demonstrations and
providing a real-time warning and update
system. Both services, along with YouTube, helped to broadcast the events to
a wider world that might not otherwise
have ever known about them. In Egypt,
a Facebook page dedicated to Khaled
Said, a young Egyptian businessman who
had been beaten to death by the police,
effectively became the digital version of
a secret basement in which like-minded
revolutionaries met and planned. The
page garnered nearly half a million users
and often posted invitations to join street
protests across the country.
This prompted a debate among digerati, academics and journalists about the
role social media had played or could play
in fomenting revolution. The debate had
its genesis in a New Yorker article, written
the previous fall by Malcolm Gladwell, in
which the author contended that social
media connections were “weak ties,” illsuited to sowing the seeds of revolution.

Many seized on the events in Tunisia and
Egypt as proof that Gladwell was wrong.
He was not. Clearly social media did not
cause the revolutions in Tunisia or Egypt
or anywhere else. But just as clearly, social
media had been an accelerant to the
process in a way and to a degree that no
previous mode of communication in history could have been.
The debate was in some ways beside
the point. The interesting discussion is
really less about social media than about
social networks. It is the network that
is essential to group action. The media
through which the network forms and
communicates are secondary, albeit far
from unimportant. As digital media
strategist Greg Satell explained, “Political
movements are social phenomena governed by the laws of social networks.
Social media, by facilitating connections,
undeniably contribute to network density.
By reducing social distance, they enable
action.” In other words, social media
cannot make you believe in a cause, but
they can let you know you are not alone
in your beliefs and give you the courage
and the means to seek out like-minded
people and take action.
It was this unique power of social
media to enable social networks that
was abundantly on display in Tunisia and
Egypt. The speed and scope of their influence were stunning. It had been clear for
a while that social media could engage
people around common interests, but the
Middle East uprisings illustrated, perhaps
for the first time, the almost unimaginable velocity with which they can mobilize
large populations to nontrivial, committed action.
Equally remarkable were the media’s
agility and resilience. When the Egyptian
government began disrupting Facebook
and Twitter on January 25 and shut down
the Internet two days later, many users

Salah Habibi/Associated Press
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immediately bypassed the blocks through
proxy servers, third-party applications
and virtual private networks. Twitter and
Google actively helped protesters by producing a new service that allowed people
to leave voice mail messages that would
be filed as updates on Twitter.
It was also striking to realize that
social media need not be pervasive to
create effective social networks. About 6
percent of Egyptians and 15 percent of
Tunisians use Facebook, and far less than
1 percent in either country use Twitter.
Only one in three people have Internet
access in Tunisia; one in five in Egypt. In
light of these figures, the uprisings could
be seen as evidence that the viral power
of social media extends beyond even
their own technologies. Or, as Gladwellians might contend, they could be seen
as proof that an aggrieved and motivated
populace will find a way to communicate
regardless of technology.

However one interprets the role
played by social media in Tunisia, Egypt
and elsewhere, their impact on events
was profound and undeniable. But, “It’s
a mistake to assume that social media
are always and everywhere going to be a
tool for democratic change,” said Laird
Wilcox, a researcher specializing in political fringe movements. Group action
organized through social media is not
necessarily optimal, noble or even justified simply because it has been “crowdsourced.” That is, social media do not
automatically evoke what the writer
James Surowiecki called the “wisdom of
crowds,” his notion that diverse groups of
people making independent decisions
are collectively wiser than any single individual tackling the same problem. What
happened in the Middle East was quite
the opposite: not the alchemy of diversity,
but the aggregation of commonality. Social media proved to be most powerful as
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a conduit of existing, like-minded passion.
It remains to be seen whether that
power, so useful in enabling revolution,
can be equally effective in creating lasting change. JoAnne Yates, a professor at
MIT Sloan School of Management whose
research focuses on how technology
shapes communication, looks to the
organizational model for clues. “Looking
at communication within organizations,
we can perhaps draw the lesson that
social networks might be useful for building early support and enthusiasm for a
change effort,” she said. “In later stages,
however, social networking may not be
enough.”
What is clear, however, is that in the
marketplace of ideas, where repressive
regimes have always maintained competitive advantage by isolating the populace from information and from each
other, social media have drastically lowered the barriers to entry.
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Death of the Middle Manager

I

n the most memorable scene of the
classic 1936 silent film “Modern Times,”
Charlie Chaplin’s alter ego, the Little
Tramp, depicts the quintessential 20th
century struggle in a most literal way.
As a factory worker trying to keep pace
with runaway technology, he frenetically
weaves in and out among giant gears,
effectively swallowed by machinery,
becoming little more than a cog. All the
while, he is controlled by a menacing boss,
a cipher who appears as a looming face
on a screen. That, as Chaplin saw it, was
the damaging result of modern industrialization: dehumanized workers reduced
to pawns, robbed of initiative and creativity in the service of greater efficiency.
In a recent article in Harvard Business
Review, the London Business School professor Lynda Gratton offered a similar
viewpoint. The Industrial Revolution, she
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posited, mechanized work in a way that
destroyed the value of craftsmanship and
mastery. Today’s technology revolution,
however, is restoring those values, she
claimed, and by doing so is eliminating
the need for an entire class of middle
managers who, like Chaplin’s looming
boss, are little more than pedantic hall
monitors.
“Now technology itself has become
the great general manager,” Gratton
wrote. “It can monitor performance
closely, provide instant feedback, even
create reports and presentations. Moreover, skilled teams are increasingly
self-managed. That leaves people with
general management skills in a very
vulnerable position. Plus, thanks to the
Internet and search engines, everyone
now knows or can know something
about everything. There is little competi-

tive advantage in being a jack-of-alltrades when your main competitor might
be Wikipedia.”
Adding to the endangerment of the
middle-manager species, Gratton contends, is a cultural shift among younger
workers in attitudes toward general management. Her research, as well as that of
others, shows that so-called Generation
Y employees are often dismissive of general managers, whom they see as there
simply to keep track of what they do, but
who add no insight, creativity or innovation of their own. Younger workers believe that what general managers do, if
necessary at all, can be done easily and
better by self-managing teams and automated processes. What Generation Y
does respect, Gratton adds, is a mentor
who demonstrates mastery of his or her
craft and can impart it to others.

Yuko
JamesShimizu
Krause

Has technology made middle managers obsolete?

The Korn/Ferry Institute

Hal MAyforth

Gratton’s conclusions are based
upon ongoing research that began in
October 2009, in which she assembled a
consortium of 21 companies and more
than 200 executives from around the
world to try to better understand the
future nature of work. Companies such as
Nokia, Nomura, Tata Consulting Services,
Shell, Novartis, SAP and World Vision regularly engage in discussion and feedback
through shared Web portals, monthly
webinars and a series of workshops. They
wrestle with such issues as how to manage collaboration in a virtual world, how to
build networks and ecosystems to support
that collaboration and how to develop
talent to best lead those efforts.
In addressing these issues, consortium members have been particularly focused on how roles in organizations are
changing or will need to change. What
they are seeing, according to Gratton, is
a shift in how professional influence and
effectiveness are derived: away from personal achievement and competition and
toward connectivity, away from an emphasis on roles and toward an emphasis
on what you know, away from generalized knowledge and toward specific, deep
knowledge. Taken together, Gratton says,
these trends sound the death knell of the
middle manager.
While the observations of Gratton’s
research consortium seem sound, her
assumptions about what middle managers really do are debatable. Steven Spear,
a senior lecturer at the Sloan School of
Management at M.I.T. and author of
“The High Velocity Edge,” has taken issue
with Gratton’s “narrow definition” of
the middle manager’s role as a mere
consolidator and conduit of information
between the shop floor and senior management. “In most successful organizations, managers are part of a nested,
adaptive, learning system,” Spear argued.
“Middle managers — agile managers
capable of solving local problems locally
— can and do play that adaptive role.”

Gratton may also be indulging in a bit
of hyperbolic techno-worship when she
suggests that software apps and Wiki
pedia — or Twitter, Facebook or Google
for that matter — can really replace the
active engagement of a live manager.
Equating aggregated information with
wisdom and experience seems glib and
risky, albeit increasingly common these
days. In Spear’s view: “The idea that
middle managers are a vestige of an era
predating sophisticated technology is
inaccurate. Yes, one can now use I.T. to
gather information and make sense of
it through various data processing tools,
but bona fide learning is still a human
endeavor.”
Commenting on this debate in
Financial Times, the business journalist
Philip Delves Broughton wrote: “Technology has yet to give chief executives
a clear view from top to bottom of their
operations. They still depend on managers to tell them what is going on. Professor Spear’s resounding point is that, given
how fast business changes these days,
human beings remain the most adaptable management tools any executive
could want. They can learn, lead, change,
haggle, calculate, persuade, emote and
inspire. Middle managers will survive
because they give a great company its
pulse.”
The fact is, good middle managers
are in that role precisely because they
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have achieved a level of mastery that
gives them instinct and insight, because
they have been there and done that and
see its connection to the bigger picture.
That is not something that just anyone
can bring to the table, even aided by
technology.
Gratton is certainly correct about
one thing: Advances in information and
collaboration technology are exposing
managers who have only redundant,
superficial or superfluous knowledge.
Does that describe middle managers?
Yes, some of them — the bad ones. It
also describes some subset of senior
managers, line workers and salespeople.
It even includes some members of Generation Y. The truth is, no functional role
or generational cohort has a monopoly
on adding value or failing to do so.
Indeed, some believe that focusing
on roles is less and less relevant in today’s
environment. “This whole issue of the
status of middle managers is a red
herring,” said Mitch McCrimmon, an
independent consultant in executive
assessment and coaching. “Management is a process that all can apply; that
simply means achieving goals in a way
that makes best use of all resources. No
doubt we will see variations, some that
rely more on self-managing teams, others relying more on roles. Organizations
will adapt as they need to in order to
meet new challenges.”

i n t e resting...
SAY WHAT?
Bus factor, n. A measure of how much the company would suffer if
person X got hit by a bus.
Example:
“Jane has a really high
bus factor.”
Source: MoneyWatch.com
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the ranking game
by Stephen J. Trachtenberg

The only guy who seems to have escaped the rankings game is Adam. He got into the
record books without trying: Before him there was nobody. Eve had to settle for runner-

The ancient Greeks picked up the game, fashioning
bits of gold, silver and bronze to represent win, place
and show. Earning an Olympic medal meant, and still
means, you are the best of the best, the top dog in your
chosen category of competition. It is absolute and objective, not relative and subjective. The best sprinter gets
the gold because she is fast, not because she is popular.
But then the ranking game got strange. Rather than
identifying something incontrovertible, such as whether it
was Melankomas or Cleitomachus who had the most boxing
wins back in ancient Greece, rankings became a melding of
opinions, coupled with some facts, about things for which
there were no clear-cut answers.
Take, for instance, the U.S. News & World Report annual
rankings of American colleges and universities. High school
guidance counselors, parents and students around the world
have come to rely on the magazine’s report to help them in
the college selection process. What fascinates me is that we

interesting...
ETIQUETTE LESSON
Don’t mix up the
words for yes and no
in Greece. The word for
yes is “nai” in Greek,
which can sound like
“no.” And the word
“oh-khee” means no,
but can sound like “ok.”
Source: Forbes
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use these rankings as if they were truth.
Comparing one school’s tuition or alumni giving record
with another’s might be important, but it does not say anything about the quality of campus life and the overall educational experience. Likewise, the importance of factors like
location, size, student body makeup and sports teams varies
depending on the beholder. And, in the end, does it really matter if you enroll at a school ranked 23rd rather than one ranked
24th or even 45th? Is there any real difference between the top
10 liberal arts colleges? Who can really say with certainty that
Amherst (#2) is better than Carleton (#8), or not as good as
Williams (#1)? And if they do venture an opinion on these matters, what criteria is it based on? Nobody can say for certain
whether you should pick Dartmouth (#9) or Columbia (#4),
assuming you got into both; we too often rely on rankings.
Seeing how our fellow human beings rank things gives
us confidence to make decisions, especially when there really
are not clear differences. Do the absolute best singers win on
“American Idol” or the Eurovision Song Contest? Is it really the
top chef who wins on “Top Chef”? Or the best fashion designers who win on “Project Runway”? Or the best chili cooks
who win the Terlingua chili competition? No, just like colleges and universities, these are categories that defy absolute
comparisons.
Malcolm Gladwell, a keen observer of the idiosyncrasies
of life, recently argued in The New Yorker magazine that when
organizations develop a comprehensive system using multiple variables for doing rankings, the outcome grows arcane.
Even if the ranking organization considers a multitude of categories, the one that is of most importance to you may escape
notice. For example, Gladwell looked at the automobile ratings in the American edition of Car and Driver and offered a
fascinating analysis of the magazine’s ranking method, which
uses 21 variables and a 235-point rating system, based on four
categories. Change the weight of any of the variables and the

Hal Mayforth

up, and look what happened when she tried to get ahead by snacking on a piece of fruit.
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Brian Stauffer

results tilt up or down. Who decides if “fun to drive” should
get more points than “chassis”?More variables lead to greater
ambiguity. The same is true for colleges and universities.
Given these built-in flaws, what fascinates me is the public’s need for numerical ranking for almost everything. Using
such “data” is a staple of how people from around the world
— especially Americans — think about much of daily life. We
like keeping score, breaking life into columns of “wins” and
“losses,” as if ranking lattes or croques-monsieurs was the
same as ranking soccer teams or prizefighters. Restaurants
are awarded coveted stars, as well as forks and knives, by
Michelin or given numerical rankings by Zagat for food,
ambience and service. So important have these rankings
become that there are people who plan vacations around a
tour of multistar eateries in France or Spain, around fivestar hotels in the countryside, around wineries producing
95-and-up wines.
Is it wise strategy for us to do this, in an attempt to minimize our chances of being disappointed, or do we do it because we are insecure? Do rankings help us, by getting us to
focus on what matters, or do they keep us from straying off
the beaten track and away from new adventures? Do rankings
open or close the mind? Do they lead to more opportunities
or fewer? It depends on how we use them.
Social media and e-commerce have given everyone’s opinion a new level of legitimacy and visibility. Just this week a
friend told me that her new book had reached the top 100
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Kindle downloads on Amazon’s list. Is that better or worse
than appearing on The New York Times Best Sellers list? How
does it compare with a review by someone who reads books
for a living? Or, with a professor’s analysis? Or with what the
author’s peers think? And, of course, does the number of people who download an e-book bear any relationship to a book’s
accuracy, meaning, not to mention its style and grace?
Not all rankings are meaningful. If you are a consumer
of something, you need to know what result you want in
order not to be misguided by rank. That varies depending on
what is at stake.Are you looking for fun-to-drive over chassis
rigidity, or is it speed over looks? In a college or university,
you have to know what you want before you take advice from
a group of strangers.
Adam didn’t have to deal with people who put a premium
on rank. In fact, for a long while, he didn’t have to deal with
anybody at all. He made all his own decisions. When the Greeks
came on the scene, they gave medals for performance. But the
Greeks didn’t give medals for knowing yourself or knowing
what you want. If you want to use the rankings, be my guest.
But how will you know whether you get what you want if
you don’t know what you want to get? 
Stephen Joel Trachtenberg is president emeritus and university professor of public service at the George Washington University and chairman
of the Education Specialty Practice at Korn/Ferry International. He is
based in Washington, D.C.
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Visiting many biotechnology companies can be like a trip to never-never
land, a place where the world’s most talented
biologists and chemists can stay in graduate
school forever and work on cool stuff, with nary a
thought for bedtime or the bottom line. Genomic
Health is not one of those companies.
Indeed, now in its 10th year, Genomic
Health, of Redwood City, Calif., has the three
things most biotechnology companies lack,
even after multiple decades: products, sales
and profits. That is thanks to a trio of disciplined
founders, who knew all too well how scientists
can burn through money, and to the sales-savvy
C.E.O. they recruited, Kim Popovits.
Popovits said the pursuit of leading-edge science can be compatible with consistent earnings,
but it requires accountability. “Brilliant people
allowed to run amok will run amok; it would happen here if we let it,” she said. “We are adamant
about setting very specific goals for every individual in the company. While we don’t tie everything
to a financial target, it sets the message that it
isn’t okay to coast.”
Popovits came up through the ranks at American Hospital Supply and Genentech, two companies with outsized reputations as incubators
of leadership talent and many alumni who are
among the ranks of life sciences chief executives.
At Genentech, as senior vice president for sales
and marketing, she drove the introduction of
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breakthrough biological cancer drugs, including Herceptin,
for breast cancer, and Avastin, now the best-selling cancer
drug worldwide, for various cancers.

A New Frontier

B

Closing the Deal

U

ltimately, Scott prevailed, partly, Popovits said, because
she came to realize that joining Genomic Health in 2002 was
a little like leaving American Hospital Supply to join Genentech in 1988. In both cases, she was leaving an acknowledged

Founders Joffre Baker (above left), Steve Shak (above right) and Randy Scott

leader to join an unproven player with uncertain prospects,
but with huge potential impact on the practice of health care.
“I talked to people when I left Genentech and the response
was mixed,” Popovits said. “Some thought Genomic Health
was doing exactly what was needed, and others said, ‘It’s 20
years off. How are you going to raise the money? How are you
going to get payers to reimburse for this test?’ I left with a bit
of fear and trepidation, but I knew in my heart of hearts that
this was where health care should go.”
Perhaps the most valuable lesson Popovits brought with
her from Genentech was the importance of focus. Like most
if not all of the first-generation biotechnology companies,
Genentech started out with programs all over the map — diabetes, short stature, cystic fibrosis and heart disease. It just
executed better than most of its rivals. But the company’s
fortunes only truly soared after Arthur D. Levinson, the chief
scientist turned chief executive, focused new drug development on cancer.
Genomic Health was already focused on cancer, in part

“We want to build a company that will
sustain; we don’t want a burnout culture.”
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ut Genomic Health is not a drug company. It is a new
kind of diagnostics company, which developed and sells an
advanced multigene assay that can help determine whether
a cancer will recur and whether a particular patient will benefit from chemotherapy. The company’s Oncotype DX tests
for breast and colon cancer are the first diagnostic products
of their kind to be validated in multiple clinical trials and
approved for sale by the U.S. Food and Drug Administration.
A conventional executive search would have focused
on leaders of diagnostics businesses, and that was the first
thought of Genomic Health’s founders: Randy Scott, former
chief science officer and co-founder of Incyte Corporation;
Joffre Baker and Steve Shak, both of whom had held senior scientific positions at Genentech following careers in academia.
“We started out looking in the diagnostics sector, but the
thing we kept missing over and over was the concept of innovation,” said Scott, executive chairman of Genomic Health.
“We actually got a lot of people saying, ‘The things you guys
are doing can’t be done.’ We kept saying we need someone
like Kim Popovits. I said, ‘Why don’t we just get Kim Popovits?’ I didn’t know her at all, but I thought that if Joffre and
Steve thought this is a commercial person I can work with,
she could work out.”
The question then became could they get Popovits to
leave a senior position at the world’s most successful biotechnology company to join their raw start-up, and indeed, when
Scott initially approached her in 2002, she turned him down.
“She said, ‘I don’t know if I can be a C.E.O.; it’s not the
right time of life for me. My son’s just starting high school,
and you have to kill yourself at start-ups,’” Scott recalled. “I
said, ‘Kim, that’s exactly why we want you. We want to build
a company that will sustain; we don’t want a burnout culture.’
We really were looking to build a different sort of company:
work hard, play hard. It can’t be all burnout all the time. It’s
not sustainable. It doesn’t scale.”
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because of Scott’s experience guiding a friend
through the uncertainties of treatment. But cancer
is actually a huge category, encompassing many
different diseases, with different causes and treatment options. Popovits’s first executive decision
was to focus solely on breast cancer, and within
breast cancer, on the subset of patients with earlystage disease that has not spread to the lymph
nodes and that is sensitive to estrogens, the primary female sex hormones.
Every year, more than 100,000 women in the
United States are diagnosed with breast cancer
meeting those criteria. Although clinical studies
have shown that chemotherapy improves survival rates in
only four out of 100 patients, thousands receive the treatment
with only limited information to predict what their risk of
recurrence is or how likely they are to personally respond.
The dire side effects associated with chemotherapy and the
tremendous unwarranted cost presented a good case for personalized therapy based on a new test.
“We focused on breast cancer and knew we couldn’t do
a lot more before we proved that” Oncotype DX worked for
that disease, Popovits said. “The decision to focus on breast
cancer and make sure we nailed that allowed us to get through
a rocky period.”
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Swimming Upstream

I

t was a rocky period for a number of reasons, only one of
which was the scientific challenge of using genomic data to
predict disease recurrence or tailor a personalized drug regimen. The Human Genome Project had mapped the 20,000 to
25,000 genes encoded in every cell by 2001, but none of the
genomics companies chasing so-called “disease genes” ever
produced any drugs. A genomics bubble that inflated coincidentally with the rush to Internet stocks had deflated just
as rapidly, and investors were feeling burned. Worse yet for
Genomic Health, diagnostics was traditionally a commodity
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business, with no history of high margins or high valuations.
Her first challenge, Popovits said, was to “recruit people
into an organization that was doing something that seemed
too early for its time, that everyone said was impossible to do,
that was not going to be embraced by drug development or
supported by the payer community. How am I going to engage people around this purpose, this mission we’re on, and
have them believe we can really pull this off?”
Genomic Health could not offer the prospect of near-term
riches, but the kind of people Popovits was looking for were
more likely to be motivated by the opportunity to do cuttingedge science with immediate relevance to human lives. For
her target hires, the chance to work directly with scientists of
the caliber of Shak and Baker would be irresistible, much the
way budding filmmakers flock to Pixar to work with John Lasseter, the Academy Award-winning director of “Toy Story” and
other hits.
Thus, from the outset, Genomic Health made its most
senior people visible and accessible at all levels of the company.
Recognizing the importance of mentoring — Baker had been
Scott’s mentor in graduate school — Popovits and the founders
made it a core part of the company’s culture.
“There’s an expectation that you will spend one-on-one
time with people and that your conversations will be about
personal and professional growth,” said Brad Cole, chief operating officer of Genomic Health, who joined the company from
Guidant Corporation, a leading medical device company. “I
think mentoring happens best in that context.”

Special Benefits

A

s the company has grown to 500 employees, including
100 in sales, access to the founders has been extended not only
to the research staff, but also to commercial personnel. This is
unusual in large diagnostics or pharmaceutical companies,
which typically retain huge retinues of “detail men,” as they
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are known regardless of gender, whose jobs keep them on the
road, plying physicians with free samples and branded pens
and pads. Contact with the C.E.O. or senior scientists is rare.
“I’ve never seen access to the leadership of the company
like this,” said Popovits. “We overcommunicate. We always
bring the employees in to explain what’s going on with the
business, why we are investing where we are. We always
bring patients in for them to meet. For Randy Scott and the
other founders to sit in a hotel with a couple hundred commercial folks for three days and be available at every lunch
and dinner, answering questions, is not only rare, but we
actually get energized by being at those meetings.”
An energized sales staff was essential because Genomic
Health was handing them an unprecedented challenge. Extensive market research had shown that Genomic Health had
less than a 10 percent rate of recognition in the physician community, and even less among consumers. More daunting yet
was the fact that most diagnostic tests are sold for $300 or less,
often much less; Oncotype DX sells for $3,800.
No company had ever charged an amount near that for
a diagnostic, but Popovits said the price reflects both the

John Lee

“I didn’t want
shareholders
whose idea was we
would multiply
their investment
tenfold in
a brief time.”
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development costs, which included 14 clinical trials involving
more than 4,000 patients with breast cancer alone, and the
real value of the test, which can spare patients the suffering
of unnecessary chemotherapy and save payers the unwarranted cost of those drugs. About $80 billion a year is spent on
cancer drugs in the United States alone. If, as studies suggest,
they benefit only 25 percent of patients, there is a potential
$60 billion in savings.
“Kim understood what it took to build a sales force, because she had done that before, how to sell to oncologists,
because she had done that before, and how to create a new
category of product, because she had done that before,” said
Fred E. Cohen, co-head of the biotechnology group at TPG
Capital. “Companies like this always encounter problems:
problems with payers, problems with oncologist adoption
and the intrinsic conflicts between the pathologist and the
physician. Creative solutions are required, and I think Kim
is a very creative commercial thinker.”

Winning Over Payers

Hal Mayforth

A

fter the challenges of selling the drug to physicians,
informing patients of its availability and gaining marketing
approval from the F.D.A., still more difficult was getting reimbursement from third-party payers. Health care is the one
market where the buyers are not the payers, and while physicians and patients have every incentive to opt for the latest
technology, payers, including insurance companies, Medicare
and Medicaid, are increasingly driven to keep costs down.
Even a product that promises to reduce long-term outlays, as
does Oncotype DX, can be stymied by the pressure to cut costs
right away.
Convinced of the medical and moral rightness of their
product, Popovits and the founders were taken aback by the
level of resistance they encountered in the payer community.
Large diagnostics companies, which were often subsidiaries
of big pharmaceuticals players like Johnson & Johnson, cope
with cost containment by selling hundreds of different tests,
typically at very low prices with very low profit margins. A
single precursor genetic test, BRACAnalysis, made by Myriad
Genetics and costing about $3,000, assessed a woman’s hereditary risk of developing breast or ovarian cancer. But, because
it did not inform treatment options, the company could not
make the case that the drug lowered costs. Popovits believed
that the Oncotype DX test could command a higher price
because its results were more useful for guiding treatment.
“I didn’t think for a second, after Randy and I had our first
conversation, that it would take this long and be this hard to
get reimbursement from payers,” Popovits said. “We had to
make a significant investment to get where we are today, far
more than we expected.”
That meant the company had to spend more time raising
money before it could begin to make money. Initial funding
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had come from the founders themselves, as well as from their
friends and families. But the team’s combined track record
enabled it to raise subsequent rounds from some of the most
respected names in venture capital, including Cohen of TPG
Capital, Brook Byers of Kleiner Perkins Caufield & Byers,
Sam D. Colella of Versant Venture Management and Julian C.
Baker of Baker Bros. Advisors. In turn, the credibility of these
backers helped Genomic Health do an initial public offering
in 2005, when the financing window for biotechnology
opened briefly.

Instilling Patience

P

opovits and the founders soon realized that they would
have to manage expectations, both inside and outside the
company. Investors expecting a rapid return and recruits
expecting a big win had to be persuaded that the company
had something worth waiting for.
“When we did our I.P.O., I can’t count how many meetings
we were in when Randy told people not to invest,” Popovits
said. “It was really starting to get on my nerves. But I knew
exactly what he meant; it was to not hype the company. I didn’t
want shareholders whose idea was we would multiply their
investment tenfold in a brief time.”
Similarly, Genomic Health had begun building an external sales force and an internal manufacturing and processing
staff, but until the reimbursement issues could be resolved,
their work and their prospects were in a holding pattern.
“I thought they were trying to answer a really simple question, and you had to have a belief that genomics could answer
that question,” said Cole, the chief operating officer, who had
joined Genomic Health as executive vice president and chief
financial officer in 2004. “As more of an operations/financial
guy, I came here in the belief that we already had a product,
(continued on page 72)
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JOB OF THE FUTURE: Galactic Architect
As man’s exploration of Mars continues, we’ll need buildings
and vehicles that can withstand
everything from subzero
temperatures to extreme
radiation. In demand will
be individuals who can
design cosmic outposts
to keep humans safe in
materials-starved
space. Scientists
predict hiring could
begin as soon as
2025.
Source: Popular Science
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governance

If

we know what’s wrong with corporate governance, why hasn’t
it changed? Washington has become more involved, writing

new regulations like the Sarbanes-Oxley Act of 2002 after the Enron and

WorldCom failures and the more recent Dodd-Frank Act in response to

Reform and Consumer Protection Act,” is characterized on Wikipedia as
“the most sweeping change to financial regulation in the United States
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the financial meltdown of 2008. Dodd-Frank, subtitled the “Wall Street

The Korn/Ferry Institute

since the Great Depression, … affecting almost every aspect of the
nation’s financial services industry.” But will it really make a difference?
Rules are still being written. Law firms and compensation and
accounting firms are holding webinars and seminars for their board
clients. But, much like the joke about the light bulb, boards have to
want to change. And many boards are working very hard to avoid it.

Making Boards Better
By Karen Kane

While shareholder activism may seem to be a prominent feature of the
current era, the change in corporate ownership in the past 50 years is much
more significant. In 1960, institutions owned about 20 percent of companies. “Today, ownership has shifted to the more sophisticated hands of
institutions with research capabilities and fiduciary responsibilities,
which should make for a powerful combination, but we have not seen the
same shift in the composition of boards,” observed Ralph Whitworth of
Relational Investors, a San Diego-based asset management firm. “Boards
are still composed of people who owe their position to the incumbent.”
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While this situation creates opportunities for activist investors like Whitworth and others, it speaks to a lack of corporate accountability. Robert Pozen, chairman emeritus of MFS
Investment Management and a senior lecturer at Harvard
Business School, says the structure and size of corporate boards
has kept them from being effective. What some refer to as the
“collegiality of the boardroom,” Pozen calls “social loafing,”
where procedure and large group dynamics take precedence.
Pension funds, insurance companies and investment
management firms are major market players around the
world and have taken a largely passive role in corporate governance. Asset owners and asset managers could exert considerable influence on companies. Certainly, they would have
a different view of the company’s issues if they had a seat on
its board. A recent issue of the McKinsey Quarterly urged institutions to “step up as owners” to usher in a new ownership
culture for the benefit of the economy and of their clients.

the past decade. “Unlike Sarbanes-Oxley, in which boards
were seen as the solution to the failures in corporate accountability, Dodd-Frank reflects the view that shareholders must
be empowered to hold boards accountable,” Gregory said.
“Boards require a culture change,” said Fred G. Steingraber,
former chairman and CEO of A.T. Kearney, the management
consulting firm, and a veteran of 30 public and nonprofit
boards. “Directors need to re-examine and even revise board
committees and committee work and how this contributes to
the observance of their ‘duty of care’ responsibility. It requires
new skills and qualifications as well as more time and effort
to better understand the companies they serve, to provide
effective oversight in representing the interests of shareholders, and in holding management accountable.”
Given the headlines on board inaction and the amount
of new regulation, boards appear to be largely insulated both
from shareholders and perhaps even the CEO. Consider that

Pozen believes that boards would be more effective
if they consisted of “a small group of people with
enough pertinent experience and sufficient time to
hold management accountable.”
Public battles for board seats by activist investors such as
Carl Icahn and Bill Ackman draw media attention, but their
efforts are mostly short-term, focused on a single issue for a
year or two. There have been few long-term focused efforts by
investors to improve specific companies. Private equity firms
working quietly behind the scene say they have had more impact as they get board seats and help the companies change
from within. Whitworth petitioned the Securities and Exchange Commission for changes in rule making in 1990 that
included proxy access. Most of his suggestions were adopted
in 1992, including the short slate, but proxy access was not.
Dodd-Frank, which was signed into law in July 2010, clarified that the S.E.C. has authority to implement proxy access.
The next month, the S.E.C. adopted rules that allow some large
shareholders to nominate directors to a company’s board, but
the commission has postponed the effective date of the rules
until the Washington, D.C., circuit court rules on a lawsuit by
the U.S. Chamber of Commerce and the Business Roundtable.
Many call proxy access the bell that has already been
rung, giving investors a potent tool. According to the governance expert Holly Gregory, the Dodd-Frank bill accelerates a
change already set in motion by the shareholder activism of
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in a survey of 768 directors at 660 of the 2,000 largest publicly traded companies, 95 percent said they were doing an
effective job. In the same survey, the CEOs said that only one
director in five was effective.
The disconnect may be that CEOs and board members
want different things. By nature, CEOs are ambitious Type A
personalities. CEOs understand that boards are necessary, but
few have the benefit of independent directors who serve as
strategic sounding boards, helping them to make better, faster
and wiser decisions. Such CEOs eschew more involvement,
fearing that more engagement would encourage directors to
meddle in day-to-day operations. At the same time, directors
rate themselves as effective at board committee work, overseeing compliance with legal and regulatory oversight.
One signal about just how repugnant business leaders
find the idea that shareholders might nominate directors is
the fact the U.S. Chamber of Commerce made the defeat of
proxy access its highest priority. The current legal challenge
can be seen as a last gasp effort to stop it. Whitworth sees
implementation as inevitable, but he believes it will be used
sparingly, given the requirements. “In the universe of shareholders, there are very few, perhaps 230 shareholders of
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Fortune 500 companies globally, that have the required holdings of 3 percent and have held it over three years. Still, it’s a
very important shareholder tool, reminding boards that shareholders are the ultimate owners of the company.”
Boards are likely to see proxy access as a signal for selfcorrection by removing the obvious vulnerabilities that might
attract activist shareholders, according to Whitworth. Boards
are likely to make changes on their own if they have a member who has a conflict of interest with related parties, is overboarded, has a poor attendance record or has exceeded retirement guidelines.
The allegation that single-issue activists
would be disruptive overlooks the fact that any
board candidate has to get majority support and,
once elected, has a fiduciary responsibility to
all shareholders. “If I were to one-time try to
advantage my L.P.s [limited partners] at the
expense of the other shareholders, I would be
immediately discredited in the boardroom and
by the mutual fund investors who follow me,
and I would lose all good will,” said Jeff Ubben,
CEO and founder of ValueAct Capital, a private
equity partnership that has made investments
in 60 companies over the past 10 years and has
taken board positions in 25 of those companies.
“Board directors aren’t bad guys, but they
have never written a check to participate in the
company, and so there is little alignment with
shareholders,” Ubben said. “Most directors have
stock by virtue of compensation for serving as
directors. It is perhaps too much to expect them
to do their own digging, to learn about the company and the industry independent of what the
CEO is telling them. And it is very unusual that a
director that has direct experience in the industry will be
sought out by the CEO for invitation to the board.”
Pozen has proposed a new board model based on his
concern that most directors don’t have enough relevant
experience and don’t spend enough time on the company’s
work. He believes that boards would be more effective if they
consisted of “a small group of people with enough pertinent
experience and sufficient time to hold management accountable.” Typically, boards meet five or six times a year for a day
each time, with conference calls in between, hardly enough
time for directors to keep abreast of the global operations of a
large company. He advocates that this smaller group of directors spend at least two days a month on company business
between board meetings. If directors are going to make such
a time commitment, their compensation should be doubled
to about $450,000. Directors should also be restricted to serving on just two boards.
Steingraber agrees that effective board work is a bigger
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job. “Boards need to transform themselves into strong, highly
functioning work groups whose members trust and challenge
one another,” he said. “Directors also need to recognize the
role shareholders play: They are the owners of the company
and board-shareholder engagement is an important element
in keeping them invested. Most importantly, boards need to
demonstrate leadership, which has been lacking, with a transparent results-orientation in the conduct of their work.”
Compensation remains a hot button for most shareholders, especially when the board chairman and CEO is the same
person.

“Give me the U.K. model of a separate chairman and CEO,”
Ubben said. He acknowledges that the dual responsibility for
management and its oversight is embedded in the current system and may require legislation to change it. Currently, the
S.E.C. requires a board to describe its structure, explaining
why it adds value. “I want an independent chairman, a second
line of defense for my rights as a shareholder,” Ubben said. “I
want a chairman who can talk to shareholders, separate from
the CEO.” Those who currently carry both titles are naturally
blind to the conflict. “They don’t see it. How could they? Who
wouldn’t want to be his own boss?”
Whitworth puts it more bluntly. “Who wouldn’t want to
use other people’s money and set their own agenda and set
their own pay?” Whitworth asked.
Chairmen play an important governance role in Britain,
said Piers Diacre, publisher of IPE Magazine, a European publication for institutional investors, and an observer of corporate governance practices. “Here, our chairmen communicate
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in t e r e s t i n g . . .
BUZZWORDS READY FOR RETIREMENT
A recent analysis of LinkedIn profiles has revealed
that the most clichéd and overused buzzwords used
by job-hunters are:
“Extensive Experience” – U.S., Canada, Australia
“Dynamic” – Brazil, India, Spain
“Motivated” – U.K.
“Innovative” – France, Germany, Italy, Netherlands
Source: LinkedIn
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poorest track record in Europe for female representation.
France passed a law this year requiring companies with more
than 500 employees and more than $68 million in sales to
have women in 40 percent of the supervisory board positions
within six years. Spain has the same requirement. Women
remain a minority in boardrooms in the United States (15
percent) and Britain, where the percentage has stagnated at
12.5 percent for three years running. Norway is often cited for
its mandatory requirement that 40 percent of company directors be women. Yet it took 12 years for Norwegian companies
to meet the quota, which got its biggest boost when a conservative minister of economics supported the quota in the
interest of good business.
Diversity is on the minds of American directors, according to the recent annual corporate directors’ survey by PricewaterhouseCoopers, which found that 45 percent of them
cited difficulty in finding qualified women and nonwhites
with expertise in technology. A whopping 86 percent of directors said they used their own network of contacts to recruit
new board members. Given the possibility of quotas for
women on United States company boards and the new rules
for greater transparency in describing the competencies of
board members, directors are well advised to look more
broadly for board candidates or else shareholders may propose their own candidates in proxy access.
Directors are responsible for culture and compliance, for
“infusing related values into their decision-making,” according to a recent Rand report, but they are “hampered by a lack
of training and awareness.” Further, their ability to overcome
this means “gathering the information they need to really understand their firms, as well as related risks, strategies and
operational concerns.”
Ubben complains that professional and nonshareholder
directors have no sense of urgency. Most boards, he says, make
decisions based on emotion or on supporting the status quo,
rather than on fact-based information, since what most boards
receive is dependent on the CEO or management’s position.
Ubben’s team turns a value-analyst focus on the company,
digging through filings to get information on competitors,
developing a more legitimate picture of the company’s current growth and its prospects, which is often quite different
from what management has been presenting.
Similarly, Whitworth said, “If I didn’t have my staff, I
would feel overwhelmed on one of these boards.” When board
members like Ubben or Whitworth have questions, they find
the answers, even if it means hiring consultants or using their
own staff members’ time. Professional directors are limited
by the information that management gives them. “We gather
enough independent information to challenge the CEO, and
it’s not a bad thing,” Ubben said.
For all the tinkering that the government has done to try
(continued on page 73)
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directly with shareholders. Since the board is responsible for
determining the nature and extent of the significant risks the
company is willing to take, it’s not unusual for the chairman
to explain the company’s business model as well as the formal performance evaluation of the board as a whole.”
It might be well for directors to consider that governance
concepts originating outside the United States have a history
of moving into the American mainstream rather quickly. Consider “shareholder say on pay,” which grew out of a 1999
white paper by the British cabinet minister Stephen Byers
suggesting that shareholders have a more active role in overseeing companies by requiring a “nonbinding shareholder
advisory vote on remuneration.” In 2002, the British government adopted the Directors’ Remuneration Report Regulations, which made annual pay votes mandatory. By 2004,
say-on-pay spread to continental Europe as the Netherlands
made it a requirement. It had moved to Norway, Sweden,
Spain, Portugal, Denmark, France, Germany and Australia by
2007, when institutional investors in the United States filed
shareholder proposals at 44 companies. In the financial overhaul, Dodd-Frank reconciled previous proposals by Representative Barney Frank and Senator Charles Schumer. Recently,
the S.E.C. finalized the rules on say-on-pay and say-on-goldenparachutes.
Even an offhand comment can fuel regulatory flames.
When the Deutsche Bank chief executive, Josef Ackermann,
said he hoped that “someday” his board would be “more colorful and prettier, too,” it sparked discussion about new restrictions and even quotas. Angela Merkel opposes quotas for the
number of women on boards, even though Germany has the
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talent

brains
In January 2008, Annmarie Neal, the chief talent
officer at Cisco Systems Inc., gathered her new
team of 20 Cisco facilitators at her mountain home in
Silverthorne, Colo. At 9,000 feet, set amid the Gore
Range in the majestic Rockies, Silverthorne is a breathtaking landscape of mountains, lakes, running streams,
aspen trees and ponderosa pine not far from the Continental Divide. It was an ethereal location for a crucial
kickoff meeting for a companywide leadership initiative, and Neal received an unexpected gift: a raging blizzard so intense that the group could not leave the cabin
for three days. Warm and well fed and trapped by the
storm, the group found its focus quickly and conceptualized what would become Cisco’s innovative Center for
Collaborative Leadership.
Neal had been recruited to Cisco two years earlier
from the First Data Corporation with a clear mandate:
help crystallize CEO John Chambers’ vision for Cisco’s
future by developing leaders who could excel in a complex new corporate environment. “They hired me to
‘Fix it!’ ” Neal said. “That meant, we have all of this talent, but we really don’t know what it is and what we
should be doing with it.”

ON

How Cisco Does
Leadership
Development
The
By Glenn Rifkin
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stretching

the rules,

the envelope,

shaking things up

was the agenda for the snowbound crew.
No one asked her to create a leadership center. But the
self-assured Neal says, “My M.O. is to disrupt the talent management agenda and bring a company several steps forward,”
and she believed that nothing less than “disruptive innovation in how talent management was done at the senior level”
would be enough. Breaking the rules, stretching the envelope,
shaking things up was the agenda for the snowbound crew.
“We needed a model to transform the leaders of Cisco in order
to transform Cisco, the organization,” she explained.
Such drastic alchemy might seem a bit aggressive, but in
fact, Cisco, the networking technology giant, a Wall Street
bellwether and widely admired Silicon Valley success story,
was — depending on whom you ask — either struggling or in
the midst of significant change. The company’s growth had
been stunning since Chambers took over as president and
CEO in 1995. In his first five years, Cisco’s sales grew an average of 57 percent annually and the share price skyrocketed.
During his 16-year tenure, Cisco has grown from $1.2 billion
in sales to more than $40 billion, and Chambers has overseen
a steady wave of mergers and acquisitions — more than 135
— that transformed Cisco into a global technology juggernaut
and a sought-after workplace.
But in 2008, all was not well in San Jose, where Cisco is
headquartered. The company’s growth was slowing, and it
had begun to display the worrisome symptoms that define
many maturing tech giants. Efforts to find new and lucrative
markets outside its core routers and switching equipment,
particularly in the consumer space, had mixed results. Strong
competitors had begun to erode Cisco’s market share and
were having a negative impact on its margins. Wall Street’s
enthusiasm had cooled, and the share price had hardly moved
in eight years. In the meantime, the affable Chambers was
growing increasingly concerned about the company’s traditional command-and-control management structure.
Cisco is the largest functionally organized technology
company in the world. In an effort to find a more effective
way to manage this massive global entity, with 73,000 employees in 83 countries, Chambers decided to abandon Cisco’s
traditional top-down leadership structure for a collaborative
model built upon a series of boards and councils. These would
flatten the organization and, it was hoped, fuel innovation,
creativity and growth. The cross-enterprise boards and councils approach was designed to keep Cisco agile and much
closer to the market and its customers by bringing together
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its best people from around the globe to solve key business
problems. The company that sold networking solutions with
the promise of “changing the way people work, live, play and
learn” was going to have to turn the sometimes harsh spotlight onto itself.
The change was not subtle. Senior executives were no longer going to be able to focus solely on their own functional P.&L.
They’d have to work collaboratively and in service of the entire
organization. As Neal noted, “Competition for power and resources has been replaced by shared responsibility for success.”
Not surprisingly, the new initiative did not go over well
with some of Cisco’s top executives, including a handful who
had been major contributors to the company’s rise and were
considered potential successors to Chambers. Several opted
to leave the company. Suddenly, the leadership pipeline had
thinned, and Chambers focused on tapping the high-potential talent throughout the company to build a leadership
foundation for the future. Just as the worst economic downturn since the Great Depression was getting under way, Cisco
was facing the greatest talent management challenge in its
history. And Neal’s group, nestled in its snowed-in mountain
hideaway, was intent on creating a viable solution.

Tapping High Potential
The first thing one notices about the Center for Collaborative
Leadership is that it doesn’t exist, at least not in any physical
form. A request to visit the center, à la a trip to G.E.’s famed
Crotonville training center, is met with Gertrude Stein’s oftquoted description of Oakland: “There’s no there there.” The
Center for Collaborative Leadership is a virtual entity, created
almost entirely upon the company’s innovative collaboration
technology and its core networking expertise.
Inside a global giant like Cisco, talent management
efforts must encompass a wide array of constituents. The center, for example, does one-on-one coaching and training with
all of Cisco’s highest level executives, including Chambers.
More than 1,000 leaders are involved in the center’s Leadership Channel, which Neal calls a “brains on fire” technologyenabled experience for senior leaders. In addition, the center’s
talent management professionals, who are predominantly
master’s degree and Ph.D.-level psychologists, do regular
executive assessments and customized development planning
with the company’s senior leaders. Having full-time in-house
staff with such credentials working in this real-world (versus academic) environment is a key factor in the center’s
acceptance and success.
At the outset, Neal enlisted 200 of Cisco’s senior leaders
to help develop an executive leadership competency model.
What emerged was dubbed C-LEAD — Collaboration, Learn,
Execute, Accelerate and Disrupt — which has become the
foundation for the entire effort. Because the model was developed internally, and not by an outside consulting firm or
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A View From Europe
States. A 15-year Cisco veteran, Dedicoat,
50, is a member of the Center for Collaborative Leadership’s C3 leadership board.
This is a group of Cisco executives who
advise Annmarie Neal and her team as
they shape the leadership development
efforts throughout the giant company.
Dedicoat spoke to Briefings about his
involvement with the center.
How is the center different from other
corporate leadership development
programs?
For me, what is good about this is that it
is pragmatic. It’s not theory-based, but
action-based, not only in its construction
but in its operation. The center is trying
to get a good understanding of how people operate cross-functionally, because
the next generation of leadership and

academic figure, Cisco’s leadership has embraced it and uses it
regularly in talent calibration and performance management.
Neal’s, and the center’s, work is critical to Cisco’s future on
many levels. Most of Cisco’s growth and revenues are now generated outside the United States, especially in emerging markets. Over the next five years, she pointed out, leadership talent
capable of succeeding in these markets will simply run out if
Cisco doesn’t actively develop it internally. Cisco believes that
having its businesses run by local talent is essential. “We need
people who can actually run multibillion-dollar businesses
and not have it be an expat from some developed country
doing it,” she said.
Neal’s goal is to force Cisco’s senior executives to move
beyond what she calls “the crisis of success,” referring to
those skills and behaviors that worked for Cisco when it was
a $3 billion company, a scrappy entrepreneurial player where
seat-of-the-pants, screw-the-rules thinking and behavior was
not just acceptable but desirable. Unlearning old behavior is
as important as learning new ways of thinking. “We had to
help our executives learn how to run a $40 billion company,”
Neal said. “How do you put together process, structure and
order so that you get scaled efficiencies without inhibiting
entrepreneurship and innovative, creative thinking?”
To that end, Neal aimed to identify the next wave of
prospective Cisco leaders. Cisco designates its first-line exec-
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How have you personally worked with
the center?
For someone in my position, it is key to
have a realization that this is a constant
learning situation. I’ve been involved
with the center seeking feedback in areas
in which I believe I can develop as an
individual. The good thing about what

utives as directors, and those seen as having high potential
are tapped to become part of a cohort or team that spends
16 weeks immersed in an intensive leadership experience
known as an Executive Action Learning Forum, or EALF. After
four weeks of prep work, the EALF team meets in person for a
residential week in a Cisco location like San Jose or Singapore
or India. That is followed by four weeks of virtual work via
Cisco’s TelePresence videoconferencing technology. Next
comes a midsession week, again in person at a Cisco locale.
Four to six more weeks working virtually culminates with a
completed plan for a prospective business opportunity. The
cohorts are diverse, with team members coming from a variety of Cisco global locations and functional areas. And each
team member is assigned a coach, a Cisco executive who
monitors his or her performance and offers specific leadership advice along the way.
“As I have personally seen, the impact of the EALF resulted
in substantial changes with some of my direct reports who participated in this program,” said Frank Calderoni, Cisco’s CFO.
“They re-engage with more enthusiasm, a better understanding of smart collaborative approaches and a renewed sense of
what it takes to be a strategic and innovative thought leader.”
Alan Cohen, vice president of Cisco’s Global Public Sector
and Industry Solutions unit, has been an EALF mentor. “It
helps me become a better business leader,” Cohen said. “And I
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     s Cisco’s president for European markets, Chris Dedicoat leads a team of
6,500 people and is responsible for
sales, marketing, business development
and systems engineering in 22 countries.
His group is the largest revenue-producing region for Cisco outside the United

productivity gain in companies really
comes from the ability of people to
understand all the functions in the company. In that way, they can best represent
their individual function in the spirit of
what we are trying to achieve over all,
which is a value-based proposition for
our customers and a differentiated offering for the marketplace. For many of the
leaders in the business, the center has
proved to be very valuable.
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Annmarie has nurtured is a style of openness and candor, and that is why it is
valuable. Personally, I’ve been involved
both in giving advice to prospective highpotential leaders and also seeking constructive guidance for myself in terms of
areas in which I believe I can improve.
For example?

I feel you can always improve in the area
of communication. I like to get perspective on my communication style, how I
communicate positive things and issues.
I tend to be pretty blunt, and sometimes
there perhaps are better ways of constructing a point and seeking support for
your point. That’s an area where I’ve had
some guidance, and I’ve tried to work on
that. I’m not a big believer in generic mentoring, but I am an absolute believer in
mentoring or coaching around a specific
issue — for example, around communica-

tion, and not just big-stage communication but one-to-one communication or
to a small group. That’s something I’m
passionate about. I look for four things in
leaders — character, intellect, drive and
communication skills — and communication is an area in which you can coach
people, train people and adapt yourself as
an individual.
Cisco’s shift from a command-andcontrol leadership environment to a
more collaborative set of boards and
councils is a dramatic change. How
has the center impacted that change?

I have the perspective of somebody who
doesn’t work in San Jose and has worked
for global and multinational companies
for a long time. What you learn over time
is that in a command-and-control environment, during a meeting you are just a
voice coming out of a speakerphone from

use it as a talent factory.” Cohen pointed out that by exposing
the leadership team to these kinds of “thought lightning
storms,” two things happen. First, Cisco is preparing better
collaborative leaders, and, second, because Cisco is an Internet and communications company, it provides a better understanding of the business transformation its customers
are experiencing.
But what sets the EALF effort apart from conventional
corporate leadership development programs is that it is built
upon real business goals and objectives rather than textbook
case studies or B-school theory.
“It’s not just an executive development program,” said
Cassandra Frangos, the Cisco practice leader in charge of EALF.
“It’s an executive development program that looks at leadership and innovation and driving business results all at the
same time.”
Thus, these prospective leaders have skin in the game.
What they build as a team will be presented in person at the
end of the 16 weeks at San Jose headquarters to Cisco’s top
executives as a business initiative. They are competing with
other teams to get a green light to turn the project into a revenue opportunity for the company. And Neal points out, the
center’s teams have already created billions of dollars worth
of prospective business opportunities for the company.
“We wanted to engage the business leaders around this
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a different continent at a time of night
when you should probably be asleep but
you are speaking to a group of 20 people
in a room. Unless you are hierarchically
above those people, it’s often very hard
to be listened to or understood. The principal benefit of boards and councils,
which is often forgotten, is that it allows
people across the globe from multiple
functions to contribute equally. In Cisco,
we are using technology, specifically
TelePresence, to contribute equally. And
the center has provided help and guidance for people to become more open as
leaders in those settings, to speak up, to
share ideas. Because like many companies, a big portion of our growth will be
outside the United States, we’ve got to
become a company that listens more
intently to the Asian world, the European
world and the major developing economies around the globe.

work in a way that they’ve never been engaged before,” said
Robert Kovach, director of the center’s Executive Leadership
Viability practice. “We wanted a track record of tangible business results where the executives would say, ‘This is great stuff.’ ”
In just over three years, nine teams and nearly 600 executives have graduated from the EALF program, and its impact
is being felt around Cisco. Rather than seeing an EALF experience as an unwanted burden, aspiring leaders are now actively
hoping for spots on a cohort.
In effect, Cisco’s Center for Collaborative Leadership
flies in the face of conventional executive education. As it is
practiced in most companies, mainstream leadership development emanates from an academic point of view. Aspiring
executives are sent to Harvard or Kellogg or Wharton for
weeks of intensive leadership training with B-school professors, or consultants are brought into the organization armed
with academic research and rubrics. Often, corporate H.R.
departments will create jazzy internal efforts that begin with
sizzle but quickly fade as the latest program du jour.
“We said, ‘No, that’s the exact wrong way to go about it,’ ”
Kovach said. Though the center brought in some academics
from Harvard and M.I.T.’s Sloan School for consulting purposes, the curriculum is self-created. “We want to engage our
executives in a collaborative relationship in which we are
co-creating with them,” he added.
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In effect,

Cisco’s Center for Collaborative Leadership

flies in the face of conventional executive education.

Projects are selected and managed with the specific goal
of turning the best of them into business units. “It’s not just
make-work, dead cases, theory,” Kovach said. “We’re not using
a university to develop our executives; we’re using the business to develop our executives.”
For example, Smart Grid, an emerging Cisco business
unit aimed at creating a dynamic electricity-delivery system
using intelligent control points throughout the network, was
developed by two of the center’s teams in just the past two
years. Smart Grid is now a fully functioning business unit
and is projected to become a multibillion-dollar revenue generator for Cisco within a couple of years.
The center is not entirely insular. Outside leadership
experts are brought in via TelePresence or in person to speak
to participants. Duncan Simester, a marketing professor at
M.I.T.’s Sloan School of Management, teaches the basic leadership frameworks to the cohorts. Others are asked to speak
to the groups in one-off appearances to provide vital truths
about general management. When considering Cisco’s future
in China, for example, the center brought in Kenneth Lieberthal, President Clinton’s top China adviser, to offer insight. The
leadership guru and author Warren Bennis has had lengthy
discussions with Neal and Kovach and has been part of a panel
discussion for the center.
“They use these conversations as R.&D. and for product
development,” Bennis said. “The processes are meant to produce outcomes.” An icon of leadership insight who has consulted with countless companies over several decades, Bennis
saw something unique in the center’s efforts.
“They are probably more serious about this and committed, from Chambers on down, than most organizations I
know about or have worked with,” he explained. “It’s not just
money, effort and time. This is very close to what I’ve always
sought. It’s an everyday conversation. If G.E.’s Crotonville
people factory was emblematic of leadership development in
the 20th century, Cisco might be that for the 21st century. It
looks like the exemplary leadership-development model for
this century.”

Changing Behavior
Arriving at Cisco’s campus in Boxborough, Mass., 25 miles
west of Boston, Shailesh Chandra, a 48-year-old director in
Cisco’s Strategic Partner Organization, makes his way through
the sparsely populated corporate facility to his little-used
work space. Chandra has just returned from India, where he
spends nearly half his time as the director of S.P.O.’s India
operations. Like many Cisco employees, Chandra racks up a

34

Q3.2011

prodigious number of frequent flier miles and makes regular
use of Cisco’s TelePresence videoconferencing rooms around
the world.
A former Mercer Management consultant, Chandra has
spent eight years at Cisco moving up through various business
units and impressing his bosses with his business acumen
and management abilities. Though Chandra has a tiny office
in Boxborough, he is the prototypical Cisco road warrior,
spending weeks at a time far from his desk. So virtual is Cisco
that the Boxborough facility feels like the corridors of a modern high school. A visitor encounters walls of lockers where
employees who visit from Cisco’s global locations can settle
in, store their gear and grab an empty desk.
Three years ago, Chandra was tapped by his boss to join a
new team entering the Center for Collaborative Leadership’s
EALF program. Viewed as a “high potential” director, Chandra
was deemed a solid candidate to become part of Cisco’s wave
of future leaders. Like the other high achievers selected for
the program, Chandra initially saw this as “just another exercise.” He assumed he could participate and continue to devote
110 percent effort to his day job. But after a few weeks in the
program, he had an “aha!” moment.
“I realized that this was going to have a bigger impact on
the company than I thought; this is a value creation exercise
for the company,” he said. “I had to start delegating a lot of my
day job to my team because this needs to get done.”
Having earned an M.B.A., Chandra was well-versed in
B-school teaching methods, but the center’s program was unlike anything he had experienced. “This is real-time learning,”
he said. He was overwhelmed by the scope and influence of
the program. Not only did he quickly become part of a cohesive team and form strong relationships with his teammates,
but he realized that his team’s project was not just an academic exercise. The project had the potential to earn executivelevel support, to provide him and his teammates invaluable
face time with Cisco’s top executives, and, most important,
to become an actual Cisco business unit. In fact, Chandra’s
team came up against the Smart Grid group, which proved to
be daunting competition, but his team’s business planning
project, which streamlined the internal process for allocating
budgets to specific projects, has nonetheless been adopted
inside the company.
For Chandra, the center was cathartic. “It changed how I
lead,” he stated. Just as important, it confirmed his commitment to Cisco. “I am amazed that Cisco actually makes the investment in this type of program. It reaffirmed my belief in
(continued on page 74)
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Angela
Ahrendts

B e y o n d the
burberry
Check

A

ngela Ahrendts, CEO of Burberry, the iconic British luxury brand, is conscious of roots —
her own and those of the company she has headed since July, 2006. She clings firmly to

the values she was raised with: being selfless and being guided by the Golden Rule. “My
dad was the philosopher, and my mother had very strong faith,” she says of her parents.

Ahrendts, who has dined with royalty and mingled with A-list celebrities, considers being
given an honorary degree from alma mater Ball State University “the honor of my life.”
She is equally respectful of the roots of Burberry, which she points out was “born

with a coat” and whose trademarked check lining is instantly recognizable the world over.

So even though she and Chief Creative Officer Christopher Bailey have broadened Bur
berry’s offerings to include such diverse items as watches, cosmetics, and children’s wear

and removed the check from many of its products, 50 percent of Burberry’s sales still
come from outerwear. “Outerwear is the backbone of the company,” Ahrendts says.
“Let’s be proud of it.”
Her rise in the business is almost the stuff of fiction, which Ahrendts herself doesn’t
read. Small-town girl from New Palestine, Indiana, dreams of a career in fashion, vows
not to return home until she is president of Donna Karan — a goal she accomplished at

join him at Burberry’s. Prior to Donna Karan, Ahrendts worked at a small New York fashion firm called Carmello Pomodoro, and then worked at Warnaco. After Donna Karan,
Ahrendts did stints at Henri Bendel and Liz Claiborne.
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the age of 30, and where she first joined forces with Bailey, who later persuaded her to
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Briefings: You are known as a leader for being
such an effective communicator that people far
down in the company say with great authority and
accuracy, “Angela would or wouldn’t like that.”
How are you able to communicate your vision so
strongly throughout the company?

Ahrendts: The first words that come to mind are
clearly, consistently and openly. And that has been

38

Q3.2011

my approach since the first day, in July, 2006. I like to
deliver what I call big, high-impact, simple messages.
One of the first things Christopher and I did was
talk about how we could connect to Burberry’s 5,000
employees around the world. [The company has since
grown to some 7,000.]
The company had recently gone public and there
was new leadership. We didn’t want people to be
fearful of the transition. The question was, how could
we communicate, how could we touch them in the
most effective, most clear way, and do so on a consistent basis.
That’s when we started using digital. We needed
to calm the troops, if you will, and be very, very clear

Courtesy of Burberry

Ahrendts recently spoke with Briefings’ contributor, Patricia O’Connell, and with Michael Distefano,
Korn/Ferry International’s chief marketing officer,
from the company’s headquarters at Horseferry House
in London. Edited excerpts of the conversation follow.
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“ F o l lo w i n g t h e  G o l d e n  R u l e h a s
n e v e r l e d m e a s t r a y.  A n d  I  h a v e
t o s a y, n e i t h e r h a s m y i n t u i t i o n . ”
as we started to see the downward trend in retail in
the spring of ’08, but that isn’t what I was focused on
that day. I told people, “None of us has ever been
through anything like this before. We have to batten
down the hatches. We’re going into one of the biggest
storms of our lives and together we can get through
it. But I need everybody right now to turn everything
else off and just focus.”

about what we wanted to do. The first
companywide meeting Christopher
and I held was a live webcast. And even
though the technology didn’t allow us
to get to all 5,000 people, we burned
DVDs and sent them out. We knew
from the start it was important to communicate on a global scale.
Christopher and I were very clear
on how we were going to work together
and how it wasn’t about us. We had
come together to write another chapter
in the history of this great brand. We
talked very early on about what our
legacy would be, our gift to this great
brand.

Ahrendts: Absolutely. I told them I was scared to
death. I am simply an employee in this company. The
more people feel they know me and realize that all I
care about is making this a great company, then the
more connected we are, and it’s really ironic, the better the business gets.

During the economic downturn in

As the CEO, how do you go from “I’m scared to

Did you let people know you were afraid?

2008, you had to take some 50 million

death” to “Here’s what I’m gonna do”?

pounds of costs out of the business,

Ahrendts: By letting people know that “this is what
we are going to do.” If you have a trusting relationship and people feel empowered, they will do what
they need to because everybody wants the company
to prevail.

which included about 10 percent of
the work force. How did you keep
morale up and motivate people?

Ahrendts: You have to think, “How do
I do this as if somebody were doing it
to me?” Ninety-five percent of the time
I put myself in somebody else’s position before I
decide how to handle something.
In the case of the downturn, most of the layoffs
and cost cuts came out of large, underperforming areas. We didn’t do massive layoffs across the company,
but it was only natural that everybody felt unsettled.
When it was apparent just how bad things were,
I came in that morning with the CFO and I called the
head of marketing and said, “We’re going to do a webcast today.”

Is “Do unto others as you would have them do unto
you” the foundation of your leadership style?

Ahrendts: Absolutely. And that makes it so simple. It
gives me such clarity. Because in a company like Bur
berry I can’t always do what’s best for one individual.
I have to do what’s best for the greater good. I have to
protect 7,000 people is the way I look at it. Therefore,
if you have to do something, you can do it in the most
respectful, the most compassionate way that you can.
Following the Golden Rule has never led me astray.
And I have to say, neither has my intuition.

Did you have a strategy to talk about?

Have you ever followed your intuition when facts

Ahrendts: Not in great detail. There were different
scenarios we had talked about with the board earlier,

Ahrendts: This building is a great example. We
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or your advisors told you otherwise?
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moved here at the end of ’08, and constructing it was
one of the biggest expenses we undertook in my first
few years. Everybody but Christopher and I started to
second-guess it.

having a vision, communicating it clearly and consistently, and staying true to that vision, and doing exactly what you said you would. We haven’t changed
our strategies in five years. We’ve tweaked them,
we’ve evolved them, but the brand is still No. 1.
You clearly think about the future. Do you ever feel
the short-term pressure that plagues so many CEOs,
especially at publicly traded companies?

Ahrendts: We did more at first. But now we have a
great balanced and trusted team. On the right, the
most creative, and on the left, a great CFO, COO and
the most analytical finance people. And when you
have a finance team that knows the company’s story
and really connects with the brand, they know how
to build the appropriate budgets to enable us to pull
the levers we need to and still deliver what we need
to the board and shareholders.
Who are the leaders you have learned from?

Ahrendts: I didn’t know what great leadership was
until I went to Liz Claiborne and watched in awe as
Paul Charon could turn on an audience of hundreds.
What did Paul teach you?

Ahrendts: To connect with people; to be open. Don’t
be something that you’re not. I was from New Palestine, Indiana; Paul was from Louisville, Kentucky.
Sometimes when you’re from a small town and you’re
in a big city, maybe you don’t feel like you’re good
enough, and then I saw that someone whose roots
were not dissimilar to my own had become the CEO
of this $5 billion company. And he did it by being a
nice guy. He never forgot where he was from. And I
hadn’t ever either, but he validated that approach.
Did you ever deviate from that approach?
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Why didn’t you?

Ahrendts: My job is not simply to think about today
but to look around the corner and feel and see what’s
ahead. If we say we want to be a great luxury brand,
we have to behave like one.
We built this building as a living, breathing
vision of the brand. And hopefully you feel the energy
as soon as you walk in. That’s why everything is here:
design, product, marketing, the executive offices. It
reinforces the culture we’re creating. Everybody is
encouraged to collaborate, to walk around everywhere,
and everyone does.
You can talk all you want about team, about being
democratic, but you have to do it. With this building,
we are doing exactly what we said. You create trust by

Ahrendts: No, but I didn’t always have the confidence
that it would work.
How has your leadership changed in the almost five
years you have been in the job?

Ahrendts: The larger and more complex the business
gets, the closer we have to work together. Listening
plays a powerful part in this because when you listen
you’re present, you’re aware. The sign of a great leader
is to listen and to understand what you know and what
you don’t know.
John Peace, our chairman, has been my greatest
mentor in this regard. He truly listens to everyone,
at all levels, from long-serving employees, to fellow
board members, to politicians and business leaders,

Courtesy of Burberry

Christopher
Bailey and
Angela
Ahrendts
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The Burberry Foundation: It’s All About the Coat
Burberry CEO Angela Ahrendts sees

Kong and New York with geographic

bodiment of company’s core values:

her role and that of Chief Creative

expansion under development. She

protect, explore, inspire. “Our people

Director Christopher Bailey as being

and Bailey targeted the youth space

volunteered 3,500 hours last year

stewards of a great brand, responsi-

because “that’s when kids need

mentoring and helping to inspire the

ble for “writing the next chapter” in

more guidance and more direction,”

young people they worked with,”

the company’s ongoing story. There

Ahrendts says. “You’re incredibly in-

she explains proudly. The job-train-

have been numerous milestones

secure, asking yourself who you are.”

ing programs give participants the

the company has achieved since

It’s hard to imagine the focused,

chance to explore their own creativ-

Ahrendts joined Bailey at the fashion

commanding Ahrendts, who knew

ity and talent, whether it be “on the

house in 2006, but none has given

from childhood that she wanted a

left-brain side, in IT or finance, or on

her greater satisfaction than the for-

career in fashion, as ever having been

the right-brain side, in design.”

mation of the Burberry Foundation.
“We had the five hard strategies,
and the five soft strategies, and this

less than sure-footed in her path to

And protect? That goes straight

success, but she insists she was, and

back to Burberry’s roots: the trench

her sincerity is almost palpable.

coat, originally intended to protect

was our No. 1 soft strategy,” she
says. “We wanted a program that
would involve all of the company —
our people and our product.” There
is a financial component as well:
Burberry also donates 1 percent of
its profits to community investment
activities, including the foundation.
While establishing a foundation
was a top priority for Ahrendts, it
was two years before the details and
legalities could be worked out. The
Burberry Foundation, launched in
2008, marked the first companywide
philanthropic effort in Burberry’s history. Its goals, according to company
documents, are to “help young people gain confidence in their daily
lives and develop self-esteem; build
connections to their families, friends,
partners and society at large; and

the British military. “We put together

develop the ability to reach for oppor-

brain/right brain people — that time

these programs and if the kids grad-

tunities in school, work and life.” The

in your life is especially hard,” she

uate, they get their first trench coat to

foundation’s efforts include adminis-

remembers. “You’re asking yourself:

tering grants, job-training programs,

‘Which way should I go? Do I go left

product donation and disaster relief.  
Ahrendts is particularly proud of
Courtesy of Burberry

“Christopher and I, both being left

the job-training program for students,

or right?’ We both experienced the

they also give these young people

same thing.”

confidence, which inspires them and

She sees the establishment of

which is offered in Burberry offices

the foundation as a key part of her

and retail locations in London, Hong

legacy, and its mission as an em-
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go on interviews with,” says Ahrendts.
“The coats protects them literally, but

empowers them to explore.” A trenchant idea, indeed.
—Patricia O’Connell
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Your time at the New York-based fashion retailer,
Henri Bendel, was obviously not the highlight of
your career. How did that experience make you a
better leader?

Ahrendts: Until then I had had a lot of wonderful
career successes. It was the first time that I failed. Even
though we had done some amazing things, the board
decided to divest any business that couldn’t be a billion-dollar business over the next couple of years and
to focus on the big businesses. But I took it personally.
I had built a great team, and while Bendel offered
me a job, how could I stay and let go of this whole
team that I had put together? So I said no. It was
heart-wrenching to shut down something that took
two-and-a-half years to build.
Former fashion executive Linda Wachner said you
were one of the few people who knew not to take
things personally.

Ahrendts: Hmm. Linda should’ve said, “who knew
not to show that she took it personally.”
So as a leader, how can you be authentic and honest
but still hold back; feel things and not show them?

Ahrendts: I was at Liz Claiborne during 9/11. I
watched both planes go into those buildings. I had
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just dropped my kids off at school three blocks away.
I had to walk back to the school, get my kids, and we
were told to leave the neighborhood. I walked with
my children and our babysitter several miles to my
office. I stood there and saw people jumping out of
the buildings. But mom has to be strong; mom gets
the kids settled down.
I get to the office, and of course people are beside
themselves. They are crying; they are hysterical. But
my job is not to lose it. My job is to keep them together.
It doesn’t mean that I don’t feel tenfold what everybody else feels, but I’m expected to be the pillar of
strength, so that’s what I have to be. But I’m not going
to tell you that I didn’t cry later, on the phone with
my father.
So does the CEO ever get to really let things show?

Ahrendts: I completely trust my senior team. As a
result, I feel they’re very open and honest with me,
and they share a lot with me and I feel very comfortable sharing with them. Would I break down? No. But
I at least don’t have to hold everything in. And I think
that part of the company’s success is that we are so
connected. We genuinely care about each other. This
is not just a job; this is our life.
We understand the impact we have not just on
each other but on 7,000 people. Actually, it’s more like
70,000 people. I remind Christopher of that every time
we do a webcast. Because if those 7,000 people leave
happy, then their spouses are going to be happier

Courtesy of Burberry

and he genuinely engages with what people have to
say. And because he listens, because he is present, he
is able to synthesize quite brilliantly.

The Korn/Ferry Institute

tonight, and they’ll probably be nicer to their kids,
regardless of how stressed out they are. I think it’s
really important to remember the impact that anything you say and do can have on people.

and figuratively. And we cleaned up the check, opened
up the way people see an icon, and an iconic brand.
“Protect” as a core value obviously has its roots in
the coat. How do “explore” and “inspire” fit in?

Is that just inside the office or is that everywhere?

Ahrendts: I don’t go many places outside of the office.
(Laughter) Honestly, it’s my three kids and my husband and my two dogs. I am there or here, and I don’t
have a ton of time for much else other than family.
I don’t feel it’s my job to put my personal cares,
which fortunately I don’t have a lot of, on anybody
else’s shoulders. I would much prefer to feel it’s my
job in life to ...
Protect?

Courtesy of Burberry

Ahrendts: Yes. Burberry was started in 1856 by
Thomas Burberry, who first made coats for the military. So protect is not just one of my core values, but
one of the company’s. And, of course the core of our
business is outerwear, something that protects.
The other core values — our soft strategies — are
to explore and inspire. All three of those words — protect, explore, inspire — come from a book Thomas
Burberry wrote, “Open Spaces.”

Ahrendts: They remind me that the company has a
soul, that Thomas Burberry was 21 years old when he
founded the company. He was innovative, he was
entrepreneurial, and he was global. He opened a store
in Brazil in the ’20s.
We use his picture a lot and that reminds me
that we’re not just making stuff. It reminds me of our
obligation to keep this brand great. I tell our teams,
“This company, what we’re doing, will outlive all of us.
It’s been around 155 years. Our job is to add what we
can add while we’re here, make it the greatest company we can because some day we’re gonna be gone,
and it’s gonna outlive us. And then the next group
will come in and they’ll have their tenure.”
We can never forget it’s about the brand; it’s
about the company. Because I think the minute that
ego and that self get involved, that’s when it gets complicated. By depersonalizing it, everybody is united
around making this the greatest, coolest brand and
maintaining our heritage and our authenticity.

Open spaces sounds like a great metaphor for your

It’s about being selfless?

tenure at Burberry.

Ahrendts: Yes, it’s about being selfless. It’s not about
what’s best for you. What’s best for the company,
what’s best for the brand? And that’s a greater calling.

Ahrendts: I think so. This building was designed to
have an open, airy feel, to let in a lot of light, literally
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Honestly, I don’t want anybody to do anything for me,
or for Christopher.

want people to feel empowered, feel free to explore.

How do you make sure you hire people who have

Ahrendts: You got it. Both here in the company and
outside of it.

To go out and do amazing things?

But he couldn’t teach you to care.

Ahrendts: You got it. So I can’t teach people that
either. So, are they one of us? Are they compassionate,
are they generous, are they kind? Those are really key
values for us and they fall under the topic of inspire.
When you ask about the [topic of] explore, that’s
part of what our digital strategy is about. We are exploring this new world aggressively and we’re excited
about it. But exploration is part of our heritage. Thomas
Burberry dressed explorers. He created fabrics, he
drove innovation, and that’s about exploring. And I

in t e r e s t i n g . . .

books that have influenced your thinking, from Jim
Collins to James Allen’s, “As a Man Thinketh,” John
Maxwell’s “The 21 Indispensable Qualities of a
Leader,” Napoleon Hill, and the Bible. Who else do
you read?

Ahrendts: I like Covey and I am a huge Gary Hamel
fan, and Dr. Wayne Dyer. I don’t think I’ve ever read
fiction in my life. Instead, I go for books about inspirational leadership. My life is so full that I only read
what I’m going to get a return on at this stage in my
life. I dream someday of lying on a beach and reading,
but right now ...
What are you focused on now?

Ahrendts: Balance, more than ever before. For me, for
the company as a whole. Maybe balance is so important to me because I am a 50/50, equally right brain
and left brain. It’s the balance between the IQ and the
EQ; between the creative and the commercial. It’s the
balance between the traditional and the digital.
Honoring the past and planning for the future.

Ahrendts: Yes. The faster we grow, the more we’ve
got to maintain this balance. I feel as if my message
pretty consistently to the teams right now is: Do you
have the balance? I can tell in a region when there are
not enough merchants, for example. You can just feel
it now, you can see it. I can see when something is
getting off balance.
So I think from a leadership standpoint, [I am
focused on] just understanding what our metrics are,
what’s important to driving our business. And then I
feel my job right now is keeping the most brilliant
balance in every part of the company, every division,
every region, every aspect.

HOUSING BOOM ALIVE
AND WELL IN HONG KONG

I have this picture of you walking around with a

Hong Kong now boasts the
most expensive real estate market in the
world. The growth in the price of a CEO’s home in
Hong Kong has risen 148 percent in the past five years,
compared with Moscow’s 110 percent rise and London’s
gain of 47 percent, while New York has fallen 7 percent.

Ahrendts: That’s what it feels like. I believe my job
right now is keeping the most brilliant balance in
every part of the company, every division, every
region. But it scares me to death because if we go too
creative, we’ll get off balance. If we go too operational
and I let all the operational people take over, we lose
balance. We get off balance, we don’t win. 

Source: Reuters
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You have cited a remarkable range of people and
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level, like construction people use.

Hal Mayforth

the calling, so to speak?

Ahrendts: We’ve got a very strong, united culture but
we’re a company with a lot of people. And any time
you’re a people-driven business, sometimes you make
mistakes. I call it “tissue-rejection.” But we probably
over-interview and over-expose people before we
hire them.
Before I hire someone, I will have him or her
meet a merchant, a strategy person, a finance person,
a design person. I will expose them to the full company so that they understand what they’re getting
into. And then I also love to get opinions back from
the people the potential hire has met, because we all
work so closely. I want to know, “Do you like them?
Are they a great person? Do they share the same values?” We always say “Do they track with us? Do they
feel what we feel?”
I don’t want to repeat my Ball State speech, but
I said in there, “My father said he could teach me
anything ...”

The Korn/Ferry Institute

“One of the most important and useful
books for 21st-century leaders.”
—Warren Bennis, Distinguished Professor of Business,
University of Southern California; author,
Still Surprised: A Memoir of a Life in Leadership

No Fear of Failure captures candid, one-on-one

interviews with some of world’s foremost leaders
in business, politics, the military, education, and
philanthropy. Their frank accounts of how they
approached crucial, career-defining moments
provide rare insight into the risks, vision,
resilience, and compassion necessary to lead.

•
•
•
•
•
•
•
•

New York City Mayor Michael Bloomberg
Carlos Slim, the world’s richest man
Vicente Fox, former president of Mexico
General Franklin “Buster” Hagenbeck,
retired superintendent of West Point
Drew Gilpin Faust, first female president of
Harvard
John McKissick, the winningest coach in
football on any level
Liu Chuanzhi, founder of Lenovo
and others

“A must read for any executive,
in a climate when leadership has never
been needed more.”
978-1-118-00078-6 • $27.95

—Ali
—
Ali Velshi
Velshi, Chief Business Correspondent and Weekday Host, CNN

Gary Burnison is CEO and member of the board of directors of Korn/Ferry International,
the world’s largest executive recruiting firm and a leading global provider of talent management
solutions. Burnison is a regular contributor to CNBC, CNN, and Fox Business, as well as to
other international news outlets.

Available wherever books and e-books are sold.
Visit www.kornferryinstitute.com/nofearoffailure for more information.
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the firm to talk about an “I.B.M.’er” in a meaningful way
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across the globe.

Rio G

should begin by locking a strong homogenous culture in
place, and only then go on to cultivate local autonomy. Make
the rules first and then allow for exceptions; do not take the
exceptions as the basis for rules. “We used to be a multinational, but we’re not any longer,” he noted. “We look at our
operations as one managed entity — a truly integrated enterprise. And the key to developing an integrated culture is
to define what’s common first, while making sure to allow
ample room for local differences that add nuance and color.
We’re always looking for common practices, since standardization allows for economies of scale. Achieving those economies then allows us to provide for an appropriate level of
local autonomy.”
We asked MacDonald: How should a firm determine what
parts of a culture to define as common? “Simple,” he replied.
Managers should pay attention first to business needs and
processes that in practice will be more or less applicable universally, and that once instituted can help underpin a firmwide culture. For instance, everyone around the world needs
to be paid, so most firms can adopt common payroll programs.
Initially, I.B.M. had 37 different payroll systems in
NEurope,
o r t h but
as the company cast about for a common practice,
it
P a cwound
ific
up adopting a single program pioneered in a small European
Oc ea n
country for the entire organization, with common pay practices. “Our compensation practices are common, all triggered
off the same compensation principles,” MacDonald said. “All
executives are on the same common plan, as are all employees.” Or take leadership. As MacDonald noted, “A leader is a
leader is a leader, no matter where in the world you are.” I.B.M.
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As evidence of that, he cited his company’s consumer marketing, which played an important role in reinforcing
brand valMorocco
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Having gotten the views of practitioners, we wereLiberia
curious to

see what academics with expertise in global cultures would
contribute. One academic who has studied corporate culture
in depth and conducted research inside companies is Richard
E. Boyatzis, a professor of organizational behavior at Case
Western Reserve University, in the United States. Boyatzis,
who has published widely in the areas of emotional intelligence, behavior change, competencies and leadership, quickly
identified for us a reason that global culture is so important
to companies. “There are certain competencies, behaviors and
attitudes that excite and engage people every day, that help
them feel more valued, respected and comfortable,” he said.
“And these competencies, behaviors and attitudes are the
same, no matter where an employee’s office is located or what
national culture they belong to.” The problem is that companies do not appreciate “the universal qualities of leadership”
all that well, and thus do not do enough to build global cultures around them, he said. “We need these universal building blocks of leadership present in the culture. When they’re
not there, firms go astray. What could be outstanding performance becomes average.”
“The key is to create environments, through sound leadership, that rejuvenate people spiritually, that encourage playfulness, experimentation, creativity and the free flow of ideas,”
he said. Citing research in fields like psychology and neuroscience, Boyatzis notes that it is often the buildup of chronic
stress that prevents people from performing. “The data is very
clear that when you stimulate the sympathetic nervous system,
you impair people, cognitively, emotionally and perceptually.
You get into groupthink. You look for ideas that confirm your
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workplace civility issues, offered additional ideas about how
to foster more creativity and openness within a diverse work
force. As she pointed out, a persisting arrogance and sense of
Iceland
cultural superiority — the notion that “HQ always knows best”
Norwegian
— still looms as one of the biggest stumbling blocks. “I see it
Sea
all the time in my consulting work,” she said. “And often, manNorway
agers guilty of arrogance aren’t even aware of what
Ireland they’re
Sweden
U.K. know.”
saying. But their partners across the cultural divide
Denmark
Finland
Pearson’s advice: more formal training in the kindsNeth.
of leaderBel.
ship skills Boyatzis described. Help people understand
that
Germany
France
Latvia
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h
they need to go the extra mile to avoid theSwitz.
“HQ”
mentality.
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Poland Lithuania
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Spain
Rep.world they
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And train people to listen better, wherever
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Italy InnAustria
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happen to be. “People have the best-laid plans
when they go
Croatia Hungary
Kam
Bosniawhat
&
into a country, but they’re not listening to
has
to be
Herz.
Moldova
Serbia & Romania
adapted,” Pearson said. “There is a huge upside
if we Ukraine
can put
Volga
Mont.
Mac.
Ural
human resource investmentsTunisia
in placeAlbania
toGreece
change
Bulgaria that.”
n
Do
Maltarespect for cultural diverAll this discussion of empathy,
Black Sea
Algeria
sity and leadership skills in general got us thinking about
managerial identity. Might part of the challenge in building
a
Georgia
Turkey
Armeniaone Caspian
truly global enterprise rather than merely
a
multinational
Aral Sea
Mediterranean
Azerbaijan Sea
Sea
be to get mid- and senior-level managers
Cyprusto think of themUzbe
Libya
Lebanon
Syria
selves as true global managers? This is challenging,
since each
Israel
Turkmenistan
Jordan
of us views the world
from a perspective informed
by our parIraq
Niger
ticular geography, and we do not
always understand how we
Egypt
project our own rituals, customs and ways of thinking on everyIran
Afghan
one else. We remembered something
MacDonald ofKuwait
I.B.M.
Lake Nasser
had said: “We teachChad
that to be an I.B.M. executive,
Saudi Arabia you don’t
Bahrain
necessarily have a line of business
or geographic area that
you
Nile
Qatar
Pa
own. Rather, you’re expected to think as a global executive.
r
Tig

expectations. As a result, you can’t make good distinctions or
decisions. So, global firms need systems and policies in place
that encourage the right kind of leadership behaviors — behaviors that renew the people around them.”
Pulling this off is complicated, but for starters Boyatzis
recommended paying closer attention to executive training.
“Teach people to coach with compassion instead of coaching
for compliance,” he said. “A 30-minute session in which a
manager asks you to communicate your dreams and hopes is
far more conducive to creative decision making than 30 minutes in which a manager merely checks off whether you’ve
performed certain expected job tasks.” Likewise, Boyatzis
counseled the implementation on a global basis of more inclusive decision-making processes within firms. Companies
might also want to take a new look at the mechanisms they
use to assess performance. “The scientific literature is now
starting to say that we should ditch the annual performance
review, as this just puts people on the defensive, increasing
stress and closing people down on a neurological level. We
need much more positive ways that communicate inclusion
and instigate creative conversations.” The process might vary
across geographies, involving a more objective, matter-of-fact
conversation in places like Germany, or a more intimate,
emotional conversation in places like Japan, Korea or Riyadh,
Saudi Arabia. Still, MacDonald’s basic point still held: Define
cultural practices in the workplace universally in ways that
energize people and optimize their performance.
Christine Pearson, a professor at Thunderbird School of
Global Management also in the United States and an expert on
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necessarily mean bringing in expatriates to do everything.
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5. To enhance a global mind-set, create cross-cultural
teams, make time for in-person meetings, hire senior executives with strong global experience and transplant executives
from developing markets to developed markets, rather than
only the other way around.
6. Don’t take cosmopolitanism too far; hire competent
local managers to do local work, and keep the organizational
goal firmly in mind.
7. Ask about, but more importantly, truly listen and show
respect for cultural norms and expectations. You ignore the
basics of cultural sensitivity at your peril.

1. Make the rules first and then allow for exceptions. Pay
attention first to business needs and processes that in practice
will be more or less applicable universally.
2. Use your brand as a vehicle for conveying common ideas
and beliefs around which diverse employees can identify,
engage and customize.
3. Create environments that encourage playfulness, experimentation, creativity, empathy and the free flow of ideas,
tweaking them to account for local mind-sets.
4. Identify a global mind-set as a key qualification for every
leadership position.
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Why

Happ ess
in
Matters
In pursuit of the most elusive
of all corporate benefits

“T

By David Berreby

hey lived happily ever after” is the end to

many a tale, but never a beginning: Story tellers
have always known that happiness is easy to

mention but very hard to describe, and so they
steer around the subject. Other thought leaders
do, too. Thomas Jefferson, for example, told hu-

manity about its right to the pursuit of happiness.

He was too canny a leader to get bogged down in
describing what that quarry would look like.
In the last couple of decades, researchers in psychology, management, law and economics began
probing the details of happiness, and created a new

Noah Woods

discipline devoted to the subject — it’s called hedonics.
But their work hasn’t appeared in many business
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large and small,
executives
have seen that

happiness
is a driver
of success,
not the other
way around.
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But there are pitfalls to simply asking
people what makes them happy. And there
are even bigger pitfalls to trying to lead them
to happiness.

An Uncertain Picture
People seldom have any trouble telling you
whether they’re happy, at this moment or in
general. Trouble is, these judgments aren’t very
reliable. As the law professors Matthew Adler
(University of Pennsylvania) and Eric A. Posner
(University of Chicago) have noted, current
research offers three possible definitions of happiness. One, “subjective well-being,” is, simply,
how people sense themselves to be when they
are asked. A second, “capability,” is a measure
of how well people are exercising their human
abilities (so that a healthy person with a creative job and many friends is considered happier than someone who’s sick, unfulfilled and
friendless). A third, more in line with economists’ traditional measures, considers people
happy to the extent that their preferences are
satisfied. It turns out we aren’t very good at
knowing where we stand according to any of
these criteria.
Consider a curious fact about life’s major
milestones, like winning your first well-paying
job, getting married or becoming a parent. Intuitively, we think these attainments make us
happier. And, in fact, when people are asked if
they’re happy with their lives overall, it’s those
with higher incomes, stable marriages and
children who rate themselves higher. However,
hedonics researchers don’t always ask for a
general overview of life. Their other technique
is the one Amabile and Kramer used: tracking
people’s ups and downs from day to day, or
even from hour to hour. You might expect that
these two forms of measurement — momentto-moment happiness and overall life satisfaction — would more or less align (at least, after
smoothing out for bad days and passing moods).
But they don’t.
Sometimes, in fact, the big and fine-grained
pictures seem to contradict one another. Daniel
Kahneman of Princeton, the 2002 Nobel laureate in economics, has noted, for example,
that compared with married women, divorced
women reported less overall happiness with
their lives but more moment-to-moment happiness. That’s in line with findings reported by

Noah Woods

In corporations

leaders’ toolkits. It was easier to leave happiness out of the story, letting such quantifiable
terms as money, labor and time serve as handy,
albeit highly imprecise, surrogates. Ignoring
happiness appeared to cost very little. Those
familiar nuts-and-bolts measurements seemed
good enough for crafting effective organizations and sound policies.
Today, that belief is fading fast, as it
becomes apparent that the cost of ignoring
hedonics is actually quite high. In corporations
large and small, executives have seen, as the
entrepreneur Ted Leonsis recently put it, that
“happiness is a driver of success, not the other
way around.” What executive doesn’t know
that retaining people now requires helping
them nurture their talents and meet their
goals? Anthony Jack of Case Western Reserve,
who has studied the effects of coaching on
performance, echoes many other management
experts in urging attention to more than the
bottom line. “It is more important to focus on
what gets you going in the morning,” he has
said, “and gets you wanting to work hard and
stay late.”
So, whether they know it or not, many companies — from the giant corporation whose
motto is “Don’t Be Evil” to the midsized outfit
that wants to fight turnover in critical staff to
those of all sizes that are battling “self-destructive” behaviors like smoking — are getting into
the hedonics business. They want to know what
makes happiness tick, because the answer will
make for more efficient and effective organizations. Hedonics, in short, is coming to the executive suite.
Now, you might think it’s easy to lead with
happiness in mind. After all, if your goal is to
ensure that people on the team are happy, why
not ask them what makes them content, and
then try to give them more of it?
And “just asking” is indeed an important
part of hedonics. For example, in a recent study
of worker motivation by Teresa M. Amabile of
the Harvard Business School and independent
scholar Steven J. Kramer, hundreds of people
e-mailed the researchers a diary at the end of
every workday. (Results: They found the most
potent motivator at work isn’t salary or perks
or awards, but simply the small hour-by-hour
satisfactions of making progress on whatever
task is at hand.)
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The Responsible Leader’s Book of Fairy Tales About Happiness
Happiness is not a fairy tale, but it is

uct of their unavailability, to which

their options, and thus their chances

surprisingly hard to incorporate into

he has adapted.” See Cass R. Sunstein,

at happiness, because they have

your leadership strategy. To remember

“Illusory Losses,” in “Law and Happiness,”

decided that their long-term good

the key insights from “positive psy-

Eds. Eric A. Posner and Cass R. Sunstein

depends on it. See Jon Elster, “Ulysses

chology,” behavioral economics and

(University of Chicago Press, 2010).

Unbound: Studies in Rationality,

other recent research, think of the

Available online at: <http://papers

Precommitment and Constraints”

stories they recall.

.ssrn.com/sol3/papers.cfm?abstract_

(Cambridge University Press, 2000).

The Sour Grapes. Like the fox
in the fable, people tend to adapt their
desires to their circumstances. “Know-

The Fisherman’s Wife. Like

id=983810>
Odysseus and the Sirens. Like
Odysseus, who had himself tied to the

the fisherman’s wife in the Brothers
Grimm tale, people often think “more

ing that they are unavailable, the fox

mast of his ship so that he could hear

of the same” will make them happier,

does not want the grapes,” writes Cass

the Sirens without being able to obey

and keep acquiring bigger, better and

R. Sunstein. “His preference is a prod-

their call, people often choose to limit

faster things until their bubble bursts.
See Richard Layard, Happiness: Lessons from a New Science (Penguin
2005).
The Ant and the Elephant. Riding on an elephant, the ant doesn’t see
a coconut fall on the elephant’s head,
but he does hear the big beast yell
“ouch!” — which prompts the ant to yell
“I’ve got you now! Take that!” And like
the ant, people tend to overestimate
the impact on life of whatever they’re
thinking about — even if (especially
if) the subject is themselves. See
Daniel Kahneman and Alan B. Krueger,
“Developments in the Measurement of
Subjective Well-Being,” The Journal of
Economic Perspectives 20, no. 1 (2006):

Harvard’s Dan Gilbert from studies on marriage, and by sociologist Robin Simon of Florida
State University, who based her conclusions on
data from the National Survey of Families and
Households: Childless people say they’re in better emotional states more of the time. When
people rate activities from happy to unpleasant, taking care of kids ranks pretty low, next
to cleaning the house, and well under watching
TV. On the long-view surveys about lifetime
happiness, though, parents say they’re happier
than the childless.
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What accounts for the difference? Some
argue that big-picture answers are more serious
and reflective, because they involve long-term
goals and enduring values, rather than the pleasures and pains of the moment. Unfortunately
for this claim, it has proven quite easy to move
the meter of people’s judgment on how good
they feel overall about their lives. For example, if
single people are asked how many dates they’ve
had in the month before being surveyed, those
who’ve had a lot will rate their entire lives as

Noah Woods

3-24.

The Korn/Ferry Institute

happier than those who’ve done less well.
That’s not because everyone is particularly
obsessed with dating. It’s because whenever
our attention is drawn to something, psychologists have found, that thing feels important, in
ways we don’t consciously sense. It’s a mental
tic reflected in the design of some graphical
user interfaces: When you flip through icons
on a screen, the one under your cursor swells
to look bigger than the others.
In the same way, thinking about your
mating-game wins and losses makes them
seem more consequential. So does thinking
about the weather. Surveys have found that
many people around the world think they’d
be happier if they lived in California, where,
they feel certain, the weather is almost always
sunny and mild. Even people who live in California say they’d be less happy elsewhere.
In fact, though, comparisons on happinesssurvey data show that weather has no actual
effect on happiness.
This effect runs deep. One of the bestknown and surprising findings in hedonics is
the fact that even very big life changes don’t
seem to have a long-term impact on people’s
overall contentment with life. Winning big at
the lottery produces short-term elation, but a
year later winners report levels of overall satisfaction that aren’t different from those of their
loser neighbors. Conversely, paraplegics and
blind people aren’t markedly less happy than
everyone else; nor do colostomy patients and
dialysis recipients report being more sad than
average.
There are two important takeaways from
these findings. The first is that we don’t know
what makes us happy, now or in the future.
The second is that we think we do know. So leadership that takes happiness seriously can’t
work by just asking people what will make
them happy. In fact, the right kind of leadership will sometimes actively contradict people’s expectations.

Noah Woods

A Matter of Attention
The key to these seeming contradictions lies in
the mechanics of attention: Your attention is
a powerful spotlight, and whatever it lights on
makes a strong impression on your thoughts
and feelings. Mention the number “seven” to
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a group of people before a price negotiation,
and that number will come up in the offers
and counteroffers more than it would have by
chance. Having paid attention to that figure,
the people at the table will just feel that it’s the
right number. Similarly, if you’re invited to
think about your lack of dating success this
month, it will color your answers to questions
about how you view your life as a whole. You
can’t help it. “Attention” evolved so that we
could focus on important things; modern life
may pull it away from the significant, but we’re
programmed to think that whatever we’ve
focused on must be major.
That, say a number of researchers, is the
reason that we think being married will make
us happy (focusing on marriage makes it loom
large) but then find that it didn’t make life that
different (after a few months, being married is
just a part of life, and we don’t much focus on
that fact about ourselves). So lottery winners
find their state of mind is the same a year later
as it was a year before they won; so paraplegics
and dialysis patients report that they’re in the
same emotional state after their misfortunes as
they were before. The general rule, Kahneman
and his colleague Richard Thaler have written,
is this: “Nothing in life matters quite as much
as you think it does while you are thinking
about it.”
Here, hedonics serves to correct the assumptions of classical economic and management models: These assume first, that people
have reliable preferences, which stayed the
same over time; and second, that people can
and do know what these desires are, at all
times. As the sociologist Jon Elster of Columbia
University pointed out, wiser heads have long
known that people aren’t like this.
That’s the point of Aesop’s fable about the
fox who wants a nice-looking bunch of grapes.
Only after he’s frustrated and has to give up
does he decide they must be sour. The fox’s
change of heart — from wanting the fruit to
deciding that no one could want such lousy
grapes — is an example of what Elster calls an
“adaptive preference.” Far from staying the
same, the desire adapts to circumstances.
Adaptive preferences obviously have their
advantages for leaders in tough times: Many a
heart set on a promotion has decided, after a

We’re
programmed
to think
whatever
we’ve
focused
on must be

major.

wave of layoffs, that that’s really not essential to
a happy life. But this aspect of human psychology makes it hard to say for sure that doing X
18 months from now will make people on your
team happier.
Ignoring the slipperiness of happiness
can cost a company, or a society, quite a bit of
time and money. The U.S. legal system’s record
of unpredictable awards for damages supplies

around, causes much more unhappiness in the
long run. A physical injury like the loss of one’s
legs looms very large right after it happens, but
like other spikes and troughs in life’s course,
the emotions fade. On the other hand, a persistent, debilitating problem that can’t be adjusted
— say, a constant headache — wipes out the ability to concentrate on other things. It drags your
mind back to the pain as if it were Day 1. And that
kind of misery, which you can’t forget or work
around, is a source of constant unhappiness.
Hence, among Sunstein’s ideas for tort
reform is a way of informing juries about the
realities of our ability to adjust to physical
injury and our inability to adapt to constant
pains like backache and depression.

a good example, according to Cass R. Sunstein,
the University of Chicago law professor and
current chief of the federal government’s Office
of Information and Regulatory Affairs. In a
recent lecture at a conference on hedonics and
the legal system, Sunstein pointed out that in
American lawsuits, juries often make large
awards for “pain and suffering,” because ablebodied people assume that the loss of a limb, or
a marriage, or the ability to pick up one’s children is a source of long-lasting misery. The evidence is clear, Sunstein argues, that this is not
so. Meanwhile, the kinds of harm that really do
cause lifelong unhappiness — for example,
constant headaches — often trigger low awards.
What’s so bad, the jurors think, about a daily
headache?
In fact, research shows that trouble we cannot ignore, that we cannot adapt to and work
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As a leader, your goal isn’t to get people to think
they’re happy at the moment. It’s to create
circumstances in which they will be happy,
whether they know it or not. And what are
those circumstances?
One time when a worker is indubitably
happy is also one in which she’ll be at her most
effective. It’s the state of mind generated when
great skills meet a great challenge, causing all
the mind’s attention to engage the task at hand.
It is the moment in work when, to use George
Eliot’s lovely phrase, you “thrill out of self-consciousness into passionate delight.” This is the
state of mind that Mihály Csíkszentmihályi, of
Claremont University’s School of Behavioral
and Organizational Sciences, has dubbed “flow.”
Creating the circumstances in which people, and an organization, can enjoy this state is
a way to increase people’s happiness with their
work and help their organization. But how to
do it?
Now, flow has an important characteristic
in terms of its attentional demands: To attain
this form of happiness, you have to give the
task all your attention — including the attention you usually spend on yourself.
If flow makes us joyful and efficient, and
the signature of flow is a suppression of the
sense of self, then self-consciousness is the
enemy of a happy work session. Yet for certain
kinds of questions, self-consciousness is inescapable. You can’t figure out if you’re hungry
unless you first think about yourself, after all.

Noah Woods

Creating the Right Circumstances

The Korn/Ferry Institute

Hal Mayforth

And, of course, the same is true when you ask
yourself if you’re happy.
This is the ultimate paradox of hedonics,
then, and it’s highly relevant to leadership: Trying to figure out if you’re happy means thinking about yourself, which takes attention away
from where it needs to be for you to be happy.
Happiness at work is self-forgetfulness. Bottom line: Wondering if you are happy is a sure
way to make sure that you aren’t. Wondering
if your organization is happy is a sure way to
make sure it won’t be.
So, how do you get there? That is a lively
hedonics research topic, but a few themes
emerge from the work on happiness and attention. Because the mind is influenced so
strongly by whatever it pays attention to, the
impact of incentives like a bonus or a corner
office will vary from day to day. That’s even
more true of awards and recognition — after
your picture has been up in the lobby for a few
days, you don’t feel its uplifting effect. You’ve
habituated.
Consider, though, that certain things can’t
be habituated. They demand our attention each
and every time we encounter them, as if each
encounter was Day 1. Those are the kind of incentives and awards whose effect won’t wear
off. They are the positive answer to experiences
like chronic back pain or an annoying, persistent sound on the street: Perceptions that can’t
be shut down or gotten used to.
What are the characteristics of these attention-grabbers? One is that they are pegged
to an absolute scale, not a relative one. We
habituate to a big raise because we don’t keep
comparing ourselves to the person we were
before our earnings rose. Instead, we compare
ourselves to other people at our level. The jolt
of a raise is easy to get used to. But certain
kinds of achievement are absolute, in that
they’re awarded according to a scale of value
that never changes.
A good example of this kind of recognition might be military rank. Members of the
armed services may hope and expect to be promoted with their peers, but they don’t count
on it as a sure thing. That’s because that kind
of advancement is supposed to be based on performance judged by an absolute standard —
not how well someone falls on a curve. Perhaps
it’s no accident that military organizations display each member’s rank at all times — like a
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persistent, inescapable sound, rank is something that can’t be forgotten or gotten used to.
Might a system of recognition that was
based on absolute standards, that was implemented in an unscheduled, “as needed” way,
be the key to helping your team get to a happy
state of mind? It might be worth a try.
But there is another less scientific, more
practical, approach that could be taken, courtesy of Jay Goltz, an entrepreneur. “I have
learned the long, hard and frustrating way that
as a manager you cannot make everyone happy,”
Goltz wrote last year in his New York Times blog.
“You can try, you can listen, you can solve some
problems, you can try some more. Good management requires training, counseling and
patience, but there comes a point when you
are robbing the business of precious time and
energy.”
That’s a useful reminder about another
downside to an over-focus on happiness: Some
people and some organizations don’t fit, creating a well of misery that can never be sweetened. It has to be capped.
The secret to having happy employees? It’s
simple, says Goltz. Fire the unhappy ones. 

As a leader,
your goal is
to create
circumstances
in which
people will
be happy,
whether
they know
it or not.

David Berreby (david@davidberreby.com) is the author
of “Us and Them: The Science of Identity” (University
of Chicago Press, 2008). He writes the Mind Matters
blog for Bigthink.com and has written about the
science of behavior for The New Yorker, The New York
Times Magazine, Nature, Strategy + Business, Smithsonian, The New Republic and many other publications.

i nteresting...
NO MORE WEB ADDRESSES LEFT?
The last batch of IP addresses, the phone numbers
of the Internet, was handed out in February
2011. But no need to fret: a
transition from IPv4 addresses
to the new IPv6 is under way,
and most people won’t even
notice a difference. The new
system should last a while;
in terms of capacity, experts
say if IPv4 is the size of a golf
ball, IPv6 is the sun.
Source: Time
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Where Europe
Europe is too often the forgotten continent of global business. Business people

are willing to forgive America its failings because of the glamour of its superstar
companies. And they are willing to overlook the emerging world’s rampant corruption and dismal infrastructure because it is growing so fast. But Europe? They
regard it as synonymous with aging populations and overmighty governments,
sluggish growth and missed opportunities, the euro crisis and public-sector deficits.
Mention European high technology in Silicon Valley and you will be met
with a sneer. Mention European competitiveness in Washington — or at least
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Soars

By Adrian
Wooldridge
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the conservative half of Washington — and you will hear a lecture on Eurosocialism. The blogger Jennifer Rubin recently dismissed European countries as
“economic basket cases” in an offhand comment in The Washington Post: an absurd

Miguel Vidal/Reuters/Corbis; Jens BÜttner/Corbis; Reuters/Ho New

verdict, to be sure, but one that reveals the prejudices of a surprising number of
Americans. If anti-Americanism is the default position of the brain-dead left,
anti-Europeanism is becoming the default position of the brain-dead right.
It is high time we took a new look at the old continent. Germany is currently
the world’s most successful mature economy. It grew by 3.6 percent last year,
in contrast to America’s 2.9 percent, and, if the International Monetary Fund is
to be believed, Germany is destined to grow faster than the rest of the G-7, in
terms of gross domestic product per head, over the next five years. But there
are numerous examples of excellence on the rest of the continent as well.
There is almost no area of economic life where Europe cannot produce a
world-class company: engineering (Siemens and Daimler); petrochemicals
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high euro on the grounds that it sorted out the fit from the
flabby, like a vigorous workout regime. Zara makes more
than half of its clothes in Europe, compensating for Europe’s
higher costs by making sure that it keeps its operations lean
and its turnaround rapid. Britain’s supermarkets are turning
an aging work force to their advantage: Older workers are often more reliable than their younger colleagues, and many
of them are happy to work only in busy seasons.
Nor are Europe’s strengths confined to big companies.
The German economic miracle has been powered by small
and medium-size companies — the so-called Mittelstand.
Germany’s middle-size companies dominate the global market in an astonishing range of areas: printing machines for
money (Koenig & Bauer), license plates (Ultsch), tanning
beds (JK-Group), children’s soap bubbles (Pustefix), snuff
(Poschl), shaving brushes (H.-J. Müller), high-pressure cleaners (Alfred Kärcher). The list could go on for pages.
Hermann Simon, chairman of Simon-Kucher & Partners,
has explained how German companies have been so successful in “Hidden Champions of the 21st Century,” one of the most
interesting management books of recent years. The secret
of their success is a combination of focus and relentless improvement. They focus on niche markets where they possess
unique technical expertise. They relentlessly improve their
products. Rational, for example, calculates that it produces
an industry-changing breakthrough every six or seven years,
such as introducing sensors into its ovens. And German companies provide superb after-service. This has allowed them
to take advantage of globalization: Germany provides the
machine tools for China’s workshop to the world. And it has
protected them from price competition; their products are
usually so specialized and so well crafted that they frighten
off any potential competitor.
Other countries can also boast their own versions of the
Mittelstand. Scandinavia rivals Germany in its profusion of
first-class engineering companies. Northern Italy is home to
world-beating companies in everything from shoe design to
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(Royal Dutch Shell and, for all its recent problems, BP); banking (HSBC Holdings and Santander); pharmaceuticals (GlaxoSmithKline and AstraZeneca) and retailing (Ikea and H&M).
For all its dirigisme, France is the home to world-beating
companies in everything from nuclear power (Areva) to luxury
(LVMH). Britain has some of the world’s most innovative supermarkets. Compare Tesco with much of America’s lumbering supermarket industry, for example, and Tesco comes out
on top. Zara, of Spain, is one of the world’s most successful
fashion retailers. A new ranking of countries in terms of their
friendliness to entrepreneurship, by Zoltan J. Acs, a professor
at George Mason University, and Erkko Autio, a professor at
Imperial College London Business School, puts Denmark in
first place and four Nordic countries in the top 10. (Finland
comes 13th.)
The European business environment is by no means as
hostile as it used to be. European business schools, such as
Insead and IESE Business School–University of Navarra, are
churning out first-class managers. European universities are
bending over backward to cooperate with industry. European
venture capital industry investment grew by 23 percent a year
in 2003-6 compared with just 0.3 percent a year by the America industry. Indeed, three European countries — Denmark,
Sweden and Great Britain — have bigger venture capital
industries, relative to the size of their populations, than the
United States. Europe’s longstanding cultural disdain for
entrepreneurship is a thing of the past. “Dragon’s Den,” a British television program that features entrepreneurs pitching
their ideas to venture capitalists, is one of the most successful
programs on television (and has produced spinoffs around the
world). When I was at Oxford in the late 1970s, no one talked
about entrepreneurship. Today, the University of Oxford
Entrepreneurs’ club has more than 1,000 members.
Europe’s companies have also done a commendable job
of coping with the continent’s remaining burdens. Some
even claim that the burdens have made them stronger: Dieter
Zetsche, the chairman of Daimler, repeatedly defended the
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How can a region that gave the
world Shakespeare and Molière
(not to mention Monty Python)
fail to prosper in an era in which
the soft economy increasingly

Carlos Osorio/Associated Press

trumps the hard one?

glass blowing. Baader has 80 percent of the world market in
fish processing systems. (The company’s training is so good
that qualified mechanics are known as “Baader men” in Finland.) Amorim, of Portugal, is the world’s market leader in
cork products and cork flooring. Chupa Chups, of Spain, is
the world’s most successful lollipop maker.
Europe is far from being the new-economy laggard that
some Americans imagine. It is true that some of its hightech companies are fading. But other companies are on the
upswing. TomTom International bought Tele Atlas, a Dutch
mapping outfit, for $4.3 billion. Vente-privee.com of France
has pioneered flash sales for people who join its club. Angry
Birds by Rovio Mobile, of Finland, is one of the most addictive video games on the market. Europe has also developed a
high-tech infrastructure complete with serial entrepreneurs,
experienced venture capitalists and high-tech clusters. The
high-tech hub in Cambridge, England has given birth to more
than 3,000 companies and produced more than 200 millionaires. Hermann Hauser, the presiding genius of the hub, has
founded dozens of companies and co-founded a venture capital firm, Amadeus Capital Partners.
Europe is also a powerful player in what will emerge as
one of the most important components of the new economy,
green energy. Vestas, of Denmark, is the world’s leading manufacturer of wind turbines, with more than 30,000 whirring
turbines generating electricity around the world. Germany is
a renewable energy giant, with world-beating companies in
both solar power (SolarWorld, Q-Cells and Conergy) and wind
power (Nordex, REpower and Enercon). All in all, sun-starved
Germany produces a third of the world’s solar panels and half
its wind rotors.
Above all, Europe has a couple of strengths that will serve
it well even as its population ages. One is its cultural richness.
How can a region that gave the world Shakespeare and Molière
(not to mention Monty Python) fail to prosper in an era in
which the soft economy increasingly trumps the hard one?
Look at the way that European companies continue to dominate the luxury market. Or look at the way that Scandinavian
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thrillers have taken the world by storm. (Americans who
swooned over Stieg Larsson’s trilogy will soon be obsessing
about a Danish television series, “The Killing,” which is one
of the most gripping thrillers in recent years and is being
remade by Fox Television Studios for the AMC network.)
A second European strength is that it is so globalized.
Europeans are far more comfortable with globalization than
inhabitants of giant countries, such as India, China or the
United States. Many European companies, such as Unilever
and Royal Dutch Shell, were born multinational. Some of the
most exciting new companies effortlessly draw on talented
people from across the continent: Playfish, one of the leading
social gaming companies, was co-founded by a Finn, Kristian
Segerstråle. On the continent, most managers speak several
languages. Even the monoglot British have a long history of
dealing with the rest of the world, thanks to their imperial past.

Europe is hardly a paradise for entrepreneurs.
It has produced far fewer high-growth companies than the
United States. Janez Potocnik, the E.U. commissioner for science and research, points out that only 5 percent of European
companies that were created from scratch since 1980 are in
the top 1,000 E.U. companies by market capitalization, compared with 22 percent in the United States. European politicians are willing to use any excuse to meddle. The continent’s
ancient prejudice against business is still present in its punitive attitude toward bankruptcy and the fact that it still calls
venture capital “risk capital.” The European Union also has
plenty of pressing problems: the euro-zone is divided between
the productive north and the more backward south, and governments across the continent have been living well beyond
their means. But there is much more to Europe than these
familiar problems. A classic New Yorker cartoon mocks the cultural blinkers of the average American company: “Fetch the
lederhosen,” the boss exclaims to his board. “We’re going
global!” American bosses — and indeed Chinese and Indian
bosses — would be well advised not to underestimate the
people of the lederhosen. 
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how
cities
power
Growth
By Victoria Griffith

On January 10, the United States-based
coffee chain Starbucks opened one of its biggest shops ever — occupying four stories and
400 square meters — in Xiamen, China.
If you’ve never heard of Xiamen, you are
probably in good company, but you might also be
missing a stellar business opportunity. Starbucks’
renewed focus on cities, particularly new and rapidly growing urban centers, is aiding the company’s recent turnaround. Starbucks began life as a
quintessentially urban operation. But eventually,
it was opening up more stores in the suburbs than
in cities. By 2007, battered by the sagging United
States economy, the company was faltering. That
year, for the first time in its history, the coffee
chain witnessed a drop in traffic. Analysts warned
that the company had saturated its markets, and
the stock fell 50 percent.
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For the next 10 years, an
urban population the size of
London will emerge about
every 40 days.
sent two-thirds of the people on the planet. In China
alone, says the McKinsey Global Institute, urban areas are
expected to add 400 million residents by 2025, exceeding the entire headcount of the United States today, about
311 million.
This change presents both an enormous business
opportunity and a challenge. Consumers who live in
cities are very different from their rural counterparts.
“Urban consumers are more globally connected,” says
Allen Scott, urbanization expert and professor of geo
graphy and public policy at the University of California,
Los Angeles. “They have more in common with city
dwellers in other parts of the world than with rural residents in their own country. They tend to be more prosperous, more adventurous in their consumer choices
and more pressed for time.” In other words, they are
ideal marketing targets for modern consumer goods.
Some managers see urbanization as the corporate
chance of a lifetime. Muhtar Kent, CEO of the Coca-Cola
company, calls the rise of cities part of a “new equilibrium” that will drive sales over the next few decades.
“We will continue to see massive urbanization unfold
as the world moves off the farm and into the cities,” he
said at last year’s Consumer Goods Forum. “For the next
10 years, an urban population the size of London will
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emerge about every 40 days.”
Yet urbanization is happening largely in places like
Xiamen — cities so new that they are not even on the
radar screens of many corporate executives. To take advantage of the demographic shifts, managers will need to
revamp their strategy. Instead of segmenting the world
on a country-by-country basis, they will need to hone in
on specific cities.
The concept of emerging countries is being replaced
by one of emerging urban centers. Within the next two
decades, some six hundred cities will account for 60 percent of the world’s economic growth, according to Richard Dobbs, director of the McKinsey Global Institute, an
economic think tank. The urban centers of Delhi, Shanghai, São Paulo and Moscow will each separately reach a
gross domestic product in excess of $500 billion at purchasing power parity by 2025, more than the annual
economic output of Belgium today. Among McKinsey’s
latest predictions is that by the year 2025, the Chinese
cities of Tianjin, Foshan, Nanjing and Hangzhou will be
more economically important than Athens, Barcelona,
Rio de Janeiro or Munich.
CEOs are increasingly dividing markets into specific
urban centers rather than nations. “The trouble is that
if you’re grouping by countries, you will inevitably be
underweight in some areas and overweight in others,”
says Dobbs. “China, for instance, is not a single market.
To think that you would cover it all from Shanghai or
Beijing is as ludicrous as thinking you could cover all of
the United States from New York. On the other hand,
Jakarta [the largest city in Indonesia] is going to be more
important to a corporation than Xinjian [a sparsely populated Chinese province bordering Tibet].”
So how can companies best take advantage of
world urbanization?

• Realize that demographic changes are happening at an unprecedented pace. To keep up with
these changes, corporations need to be highly
proactive about expansion plans.
Take the experiences of two luxury goods groups: LVMH,
which holds the Louis Vuitton brand, and PPR/Gucci.
LVMH has been fearless in its embrace of new urban
markets. The company launched its expansion into Asian
cities in the early 1990s, and 10 years later staged a big
push into India. In 2009, the company opened a Louis
Vuitton store in the Mongolian capital of Ulaanbaatar,
and the Inner Mongolian Chinese city of Hohhot. There
are Louis Vuitton shops in Ho Chi Minh City in Vietnam
and Yekaterinburg, Russia. CEO Bernard Arnault says
he’s considering an outpost in Lhasa, Tibet.
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It turns out that the company was not looking for
expansion opportunities in the right places. By focusing
on places like Xiamen — a city of 600,000 that will see
another nine Starbucks shops open over the next few
years — the corporation appears to have rediscovered its
urban groove. And the new strategy is boosting its bottom
line. Profits last year rose 142 percent to $945.6 million.
That Starbucks ever felt a need to turn its back on
cities is ironic, because the world is urbanizing on an
unprecedented scale. On May 23, 2007, according to
researchers at the University of Georgia and North Carolina State, a tipping point was reached. For the first time
in history, city dwellers outnumbered the Earth’s rural
population. Over the next few years, predicts the United
Nations, metropolitan populations will swell to repre-
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McKinsey Global Institute’s Rankings of the
Top 50 Cities by Gross Domestic Product
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Predicted dropouts in 2025
Athens
Barcelona
Denver
Detroit
Hamburg
Lille
Melbourne
Minneapolis-St. Paul
Munich
Nagoya
Oslo
Rhein-Main
Rio de Janeiro
Stuttgart
Taipei
Vienna

Newcomers in 2025
Bangkok
Beijing
Chengdu
Chongqing
Delhi
Doha
Foshan
Guangzhou
Hangzhou
Mumbai
Nanjing
Shenyang
Shenshen
Tianjin
Wuhan
Xi-an

The focus on rising urban centers has revved up the
group’s sales. LVMH’s revenues grew nearly 20 percent
to $27.1 billion last year. Asian cities made up 25 percent
of those sales. But Arnault says the advantages of setting
up shop early in what were once considered exotic locations have had a secondary effect. Boutiques in established markets such as North America and Europe also
experienced strong sales, partly because of demand from
Asian tourists. Having familiarized themselves with the
brand at home, they are eager to buy when abroad as well.
PPR/Gucci’s expansion into growing cities, on the
other hand, has been uneven. Analysts have questioned
the group’s priorities. For instance, the company ignored
markets such as Warsaw and Kiev, while it continued to
operate a boutique in Budapest, which in 2009 was the
worst-performing store in the group. The company is
now pushing hard to catch up with competitors. But its
growth still lags behind LVMH and other competitors.
Last year, revenues were up just 7.5 percent to $19.7 billion, paling in comparison to double-digit growth at
luxury goods rivals such as Ferragamo and Coach.
Because they rely so heavily on urban consumers,
tracking the movements of luxury goods sales can be a
good way for executives from other industries to identify
hot new markets. According to Bain & Co, the top new cities for luxury market expansion in China are Zhuhai, Fuzhou, Hangzhou, Chongqing, Urunqi and Wenzhou. None
of these cities is exactly a household name in the West.
“(In terms of demand for luxury goods), we’ve seen a
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shift from tier one cities like Beijing and Shanghai to tier
two and tier three cities,” says Nick Debnam, partner in
charge of consumer markets at KPMG China. Gucci set
up shop in Wuhan, China, in 2009, and Ferragamo says
sales in its Chengdu, China, store now exceed those of its
store on London. The focus is not limited to urban centers in China. Burberry, for instance, just opened its ﬁrst
store in Brasilia. Ermenegildo Zegna, the men’s clothing
group, is pushing the envelope even further. Late last
year, it opened a shop in Lagos, Nigeria, joining the
Spanish retailer Mango.

• Don’t be afraid to adapt the brand to local markets, but make sure you stand out from the crowd.
Yum Brands — whose brands include KFC, Pizza Hut and
Taco Bell — is a heavyweight in emerging market cities.
KFC was a pioneer in China, opening its ﬁrst restaurant
there in 1987. By the end of last year, the company had
nearly 4,000 restaurants in that country, mostly KFCs.
McDonald’s, in contrast, had 1,200, and Subway had just 200. Last year, Yum Brands’
net income in China reached about $750,
exceeding its United States proﬁts.
Yum’s success lies partly in its appeal
to local tastes. Asians consume a lot of
chicken, and can easily identify with the
“ﬁnger-lickin’ good” product offered by
KFC. But the restaurant chain was not
afraid to adapt its menu to increase its
allure for local taste buds. Peking duck
and bamboo soup are among the offerings at KFC’s outlets in China. The
company also made sure that service
and cleanliness at its stores in China
were at a very high level, giving it a
competitive advantage over many local
restaurants.
Subway, on the other hand, faced
an uphill challenge in marketing sandwiches to consumers unused to eating
them. The corporation resorted to
handing out instructions to diners,
explaining how to put together a successful sandwich order and how to
eat the ﬁnal product.

• The rise in cities has important
knock-on effects.
City expansion has some key knockon effects. As people leave rural areas

The biggest winners will be
cities that can attract the
best and brightest people.
That’s where innovation
will happen.
Women migrating from rural areas to the
cities may enter the work force for the first
time, creating fresh demand for feminine
products and time-saving devices.
The rise in income associated with urbanization helps explain why luxury good
sales are thriving in emerging markets.
Porsche, for example, sold just 40 cars in
China in 2002, but 3,500 in 2009. “Luxury
goods are often at the forefront of taking
advantage of urbanization, because let’s face
it, you don’t see too many Louis Vuitton
shops in the countryside,” says Dobbs. “Even
in developed countries, it takes a major city
to have the concentration of shoppers and
incomes you need to sustain a high-end
designer shop.”

• Pay special attention to the new
“knowledge centers.”
The most dynamic urban centers may be
those that attract a large number of knowledge workers. “The biggest winners will be
cities that can attract the best and brightest
people,” says Richard Florida, who has writ-
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ten about the benefits of urban centers on productivity.
“That’s where innovation will happen.” While urban centers in industrialized countries — including New York,
London and Tokyo — will likely hold an edge as knowledge centers for some time, some emerging market cities are gaining ground.
Consider, for example, India’s Bangalore, often referred to as the “Silicon Valley of India.” Through government investments in infrastructure and by leveraging
ties with the local university, Bangalore has succeeded
in establishing itself as a prime research center. The city
employs about 40 percent of India’s high technology
workers. Daimler, IBM, GE, Google, Motorola, Oracle
and Yahoo all have large R&D operations there.
In Harvard economist Edward Glaeser’s new book,
“The Triumph of the City,” the author describes how Bangalore and Silicon Valley took advantage of the everyday
personal contact of bright technical minds. In these cities, where ideas have become the currency of growth,
the proximity of talented people has given rise to
tremendous economic growth.

• A city-centric expansion plan has
its risks.
If corporate executives are to follow strictly
the dictates of consumer market expansion,
they will lavish a great deal of attention and
investment on Asian markets over the next
20 years, particularly in China and India. Yet
this kind of concentration flies in the face
of long-held notions of the value of diversification. Traditionally, global outreach has
spread risk around. A heavy focus on metropolitan areas in a handful of countries could
make corporations vulnerable to the whims
of politicians in countries where public policy has not been modernizing as quickly as
their economies. Companies that had bet
heavily on expanding cities in the Middle
East, for instance, were thrown off-guard
by the unrest that erupted in that region
earlier this year.
A focus on cities poses personnel challenges as well. It may not be easy to move
executives out of an urban area that is losing economic stature, such as Munich, and
throw them into the managerial ring in
the Chinese city of Foshan, for instance. For
one thing, the Munich executive is not
likely to speak Chinese or be familiar with
its culture. For another, the executive may
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in favor of cities, they usually experience a significant
rise in income. For instance, McKinsey predicts that
by 2025, more than two-thirds of India’s urbanites will be
part of the middle class, compared to just over one third
today. The impact of urbanization on consumer demand
can readily be seen in China. According to a 2009 Gallup
poll, 24 percent of city residents in that country planned
to purchase a digital camera within the next 24 months.
That’s compared with just 13 percent of the rural population. Loosening family ties are another byproduct of
urbanization. The multigenerational households of the
countryside often give way to smaller family units.
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not want to move to Foshan. Because of these factors,
“there may be a shift in favor of local talent,” says Dobbs.

Hal Mayforth

• Yet the rewards make it all worthwhile.
Despite the challenges, urbanization, for the most part,
will be a huge boon for large multinationals. For one
thing, it streamlines distribution, which for most corporations is a large cost item. Goods are marketed and distributed more efficiently in cities, in a way that favors
big retail operations and works to the detriment of
mom-and-pop businesses.
Take, for instance, the phenomenal growth of supermarkets in Indonesia over the past few decades. In the
1980s, supermarkets occupied a tiny niche of the food
market in that country, according to the Center for Agricultural Policy and Agribusiness Studies at Padjadjaran
University. Only the urban elite shopped at such places.
But as Indonesia’s population shifted from 78 percent
rural in 1980 to slightly more than half rural today,
demand soared. Supermarkets now account for more
than 40 percent of overall food retail in that country.
The change has in turn boosted demand for processed
foods and beverages in Indonesia. Coca-cola expects
sales in that country to rise 10 percent this year alone.
Urbanization is touching nearly every conceivable
facet of consumer markets. The Canadian government,
for instance, credits urbanization in Russia for boosting
demand for Canada-made pet food. Apparently, timepressed city dwellers are far more likely to use prepared
pet foods, rather than table scraps. Urbanization is also
driving up global sales of coffee, because city dwellers
consume much more of the brown liquid than people in
the countryside. In what may be a surprise for some, the
seed and farm equipment industries also stand to benefit from the move to cities, as remaining agricultural
areas seek to become more efficient. Deere & Company,
for instance, posted a surge in profits to $1.865 billion
in 2010, up from $873 million the previous year, mostly
on rising sales to rapidly urbanizing emerging markets.
Managers would make a mistake if they treated rising city populations as a single market. Urbanization
will happen in different ways around the globe. In China,
for example, second- and third-tier cities are absorbing
much of the new growth, which is being fueled by farmers putting down their plows and heading for the nearest metropolis. In India, urbanization is expected to take
place mainly in existing centers such as New Delhi and
Mumbai, and is being driven by rising populations of
educated workers. In Latin America, urbanization continues in big metropolitan centers, but will occur at a far
slower pace than it has in recent decades. While a num-
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ber of cities in Europe and the United States will experience rising gross domestics products, many others —
such as Athens, Vienna, Minneapolis and Detroit — are
expected to lose economic clout. While urban consumers
have a more global perspective than their rural counterparts, their tastes are also influenced by local preferences.
Luxury clothing, for instance, is a big seller in China,
but not in India, where jewelry is the status symbol of
choice.
World urbanization will not be uniformly positive.
The growth of cities brings tremendous challenges. For
one thing, urbanization will mean worsening pollution
(perhaps providing opportunity for green industry).
China’s use of coal, oil, wind and other sources of power,
for instance, has more than doubled in the last decade.
Rising populations will also strain cities’ ability to provide transportation, education and services for their
citizens. “The rise in cities means a rise in poverty and
slums,” says Saskia Sassen, a professor of sociology at
Columbia University and a frequent speaker on urbanization issues. “There are many negative forces behind
urbanization.”
Still, for world multinationals, the rising population
of existing cities, as well as the formation of new urban
centers, presents a huge opportunity for growth. Taking
advantage of these opportunities won’t be easy. It requires
corporations to re-think long-held notions about diversification and globalization. But for managers willing to
adapt their strategy to better fit changing demographics,
the rewards will likely be substantial. 
A long-time correspondent for The Financial Times, Victoria Griffith
covers business from Boston.

interesting...
LOYALTY OVER CONVENIENCE WHEN
CHOOSING A HOTEL
Nearly a third of business travelers say their favorite
hotel brand is so important to them
that they will stay at that hotel
brand even if it is not in the
most convenient location.
This loyalty is highest among
those earning $150,000 USD
or more.
Source: Deloitte
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and it turned out we didn’t have it for
six months.”
Medicare agreed to cover Oncotype
DX for breast cancer patients in January
2006, Aetna established a national reimbursement program in November of
that year and other payers gradually
came on board. The test went global in
2007. Throughout the process, Genomic
Health continued to make presentations
at high-profile medical conferences
and to publish papers in leading peerreviewed scientific journals.
During this period, the company
received invaluable assistance from the
endorsements of key opinion leaders in
the field. Pre-eminent among them was
Francis S. Collins, a genomics pioneer
tapped by President Obama to head the
National Institutes of Health. “This test
allows those individuals at low risk for
recurrence to know they are at low risk
and make a decision about whether
to forgo chemotherapy, with all of its
adverse consequences, based on that
information,” he said.
Collins said the test costs $3,800,
and most women who get tested and
discover they are at low risk decide to
forgo chemotherapy, saving an average
of $2,000 per patient in additional
costs from chemotherapy treatment.
“In 2009, roughly 50,000 women are
going through this process, predicting
we will therefore save the health care
system $100 million this year, based
on the availability of this kind of personalized medical test,” Collins said at
the time.
Genomic Health followed that first
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success with a test for colon cancer,
using similar technology but a different
set of genes. It began selling that test
worldwide in January 2010. Because
these tests were unprecedented in the
clinical diagnosis field, the company
had to build its own infrastructure to
analyze the test results at its Redwood
City laboratory. The sensitive nature of
the data required the company’s field
representatives to work face to face with
physicians, pathologists and patients.
Genomic Health also created first-oftheir-kind online tools to help patients
interpret the information provided.
“In our early meetings, nobody felt
comfortable talking about making a
profit off a cancer patient,” Popovits
recalled. “It felt icky. But without a profit,
we can’t do better tests and help more
patients.”

Maintaining Focus
Popovits said she had been struck by
the Hedgehog Concept, articulated in
Jim Collins’s book “Good to Great,”
which prescribes pursuing endeavors
that lie in the overlapping area of three
circles: what makes you money, what
you could be best in the world at and
what lights your fire. For Genomic
Health, the circles are: maximizing
value-based profit per patient served,
personalizing genomic information
and improving the quality of treatment
decisions for patients with cancer.
Popovits draws a second set of circles
for the company’s three constituents:

physicians, payers and patients.
“At employee meetings, we always
ask, ‘What are we here for?’ ” Popovits
said. “Everybody knows that in order to
do this huge task, we have to add value.
We always ask, ‘What’s the best thing
for patients?’ Once you ask that question, the answer is almost obvious, and
nobody’s vying to push their own objectives. And at every employee meeting,
we go through the numbers.”
Genomic Health reported its first
full-year profit in 2010, with earnings
of $4.3 million, or 15 cents a share, on
revenues of $178.1 million. The company said it expects revenues above
$200 million in 2011, with continued
growth in earnings. It recently released
data showing that genomic information will also be useful in determining
prostate cancer treatment, which could
provide the basis for its third product.
With these initial successes, Popovits said she is nevertheless mindful of
Collins’s latest book, “How the Mighty
Fall,” and is determined not to go down
that path. “Hubris can get in the way,”
she said. “You could go break out the
party hats and do nothing but celebrate.
We keep a balance here, remembering
where we came from, and that we have
to continue to work as hard as we were
working on day one. Humility goes a
long way, starting from the top.”
Lawrence M. Fisher has written for The New
York Times, Strategy + Business and many other
publications. He is based in San Francisco.

i n t eresting...
BANK-BREAKING DISH
Next time you’re in London, consider
breaking bread at upscale restaurant
Bombay Brasserie, where the
Samundari Khazana curry
will set you back a cool
(or spicy in this case) $3,000
USD. The dish is a mix of caviar,
a whole lobster, white truffles
and even edible gold.
Source: TheDailyMeal.com

Top: John Lee; Bottom: Hal Mayforth
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making boards better

Travis Foster

(continued from page 26)
to make boards more accountable and
transparent, “I’d trade it all for more
shareholder directors,” Whitworth said.
Management and shareholders need
not be adversarial. The key is to getting
enough shareholder directors to break
the logjam to enable other directors to
see that shareholder directors can bring
valuable insights to the board and to
management.
“By the same token, there are a number of activist shareholders who have
taken positions on how the company
should proceed on some issue based
on a sliver of information,” Ubben said.
“They don’t know what they don’t know.
The activist shareholder could be proposing something very complex when
it is a series of small, mundane adjustments that could really bring value to
the company.”
Still, there is much that activist
shareholders can learn from shareholder directors like Whitworth and
Ubben. They will not be perfect and will
make mistakes, but they will help governance become more responsive to the
owners. Proxy access is a governance
tool that needs to be used responsibly
and effectively. Nominating a director
is one thing, but getting a majority of
the shareholders’ votes means appealing to a broad group of investors who
will be able to see the candidate’s dedication to good governance.
While most directors disparage
the work of proxy advisory services, the
response from activist investors and
even asset managers is more complimentary. Charles McQuaid, chief investment officer of Columbia Wanger
Asset Management, told members of
the National Association of Corporate
Directors (N. A.C.D) that the compila-
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tion of data by Institutional Shareholder Services Inc. is impressive, even
though he and his staff make their own
decisions based on reading the proxies of every company in which they
make investments. Some institutional
investors outsource their governance
through I.S.S. and Glass Lewis, an independent governance analysis and proxy
voting firm. “It’s not ideal, but the proxy
advisers’ work is effective at creating
the basis for an informed decision,”
Whitworth said.
In the meantime, there are too
many investors who are sitting on the
sidelines. They’ve been burned by the
financial crisis. They wake up to see
more accounts of massive fraud. There
is a lack of confidence in the regulatory
system, a lack of confidence in board
governance to provide management
oversight. It is a long road to restore
and rebuild confidence.
Baby boomers, who pulled out of
the market during the crash, are not
likely to return — they are reluctant to
put their reduced portfolios at risk.
Anyone who invested from 1982 to
2000 bought into a boom in equities
that attested to the benefit of long-term
stock investing. As more Americans
jumped into the stock market, they bid
up the price of stocks. Stock-price increases fueled expectations of further
growth, with investors expecting to
earn annual rates of return of 20 or 30
percent. Until 2008.
CEOs seldom participate in the
national governance debate. In more
than half the cases, the CEO is also the
chairman. CEOs say that they get “plenty
of input” from their boards. JetBlue’s
former CEO, David Neeleman, said he
ignored his board at his own peril.
Neeleman was the founder and knew
where he was taking the company. After
a poor reaction to the ice storm in 2007,
the board forced him out, and he realized how little he had cultivated his
board because he was “too busy running the company.” Chastened, Neeleman later said he should have worked

more closely with his board.
It usually takes a crisis for boards
to act. Directors like being directors. It
is an elite club, the cap of a great professional career. Even as they acknowledge
the increased workloads, most directors
are looking for another board seat. Most
universities and business schools as
well as the N.A.C.D. provide board training and a host of individuals — including
talented women executives and capable
nonwhite professionals — are attending
these courses in record numbers to prepare to become board directors.
Everyone acknowledges that boardrooms are full of bright people. They
want to do a good job in their role of oversight, but they may not have the right
incentive for the job. They didn’t write a
check to participate. “If they did, it is not
their primary asset,” Whitworth said.
This is also not the profile of someone who will challenge the boss — the
CEO-chairman. When a director asks a
question during a meeting, and other
directors privately confide that he or
she had the same question, it is clear
that this is not an effective work group.
The CEO-chairman could change
all of this. He holds the levers of power.
He can give the board the budget and the
independence to create a small but powerful work group of dedicated advisers
to help him to think through the many
challenges of running a complex global
business.
One day, a CEO will get it and spend
the time to create a board worthy of his
leadership. In the face of global competition, complex issues and interdependencies, the idea of bringing together
a group of leaders who can focus their
intelligence and collective experience
on expanding his capabilities might
actually make sense. He probably won’t
make more money. He could make
history. 
Karen Kane, former board secretary for the
Federal Reserve Bank of Chicago, provides
CEOs and corporate boards with specialized
strategic communication counsel.
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brains on fire
(continued from page 34)
the company’s leadership.”
Like his teammates, Chandra was
especially affected by the individual
coaching effort in the program. The
focus, he pointed out, is on a person’s
natural strengths and abilities. “Because
this is in real time, you finish a meeting
and the coach calls you and says, ‘Here
are the five things I think you could have
done better.’ ”
M.I.T.’s Simester is especially impressed by the coaching aspect of the
center’s work. “What’s different about
this is the real focus on high quality
coaching,” he said. “I’ve seen coaching
done but never to this level of intensity.”
Scott Ogrodnik, senior director
of sales strategy and planning for Cisco’s Borderless Networks Architecture
group, called his EALF experience “intoxicating.” A 12-year Cisco veteran, the
45-year-old Ogrodnik was part of the
cohort that developed the Smart Grid
concept. Given his role within Cisco’s
core business, an $18 billion business
unit that sells the company’s routers
and switches, Ogrodnik had a decidedly insular view of the business landscape. His EALF experience pulled the
blinders off, he said.
“I was learning a ton of things that
I’d never had exposure to or had a reason
to think about before,” Ogrodnik said.
“EALF totally changed the way I looked
at the business.” Most important, it provided a general manager skill set that is
crucial to the future of the company.
“As we have diversified our portfolio and gone into all these different
market adjacencies, it’s clear that the
way we’ve traditionally run the business, which was high value around
building deep subject matter expertise,
is not what is going to get us where we
need to or want to be in the future,” he
said. “What we need is to develop more
leaders at the director level and above
who are adaptable to multiple parts of
the business.”
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To build capacity in existing businesses and go after lucrative new markets, Cisco has had to create a lot of
new management capability that it
had lacked in the past. “When you get
to be of the organizational size we are,
especially when you’re a successful
company, it’s hard to make decisions
to change,” Ogrodnik said. “You have
to put yourself in a position where you
challenge the core beliefs and culture.
If you just get into incremental changes,
competitors come in and totally change
the game on you. It’s the classic ‘innovator’s dilemma.’ ”
Sandy Hoffman, senior director of
Operations, Process and Systems and
another 12-year Cisco veteran, found
the EALF experience “transformational.”
Coming from an operations background,
Hoffman was competent but quiet. On
her EALF team, she mostly observed as
the rash of Type A leaders pushed and
pulled until the group was about to
implode. They surprised Hoffman by
urging her to become the group leader.
“I’m just very process-oriented, and
I could see the end-to-end scenario,” she
said. “I could connect things in a much
different way. They realized we didn’t
need a bang-your-chest Type A out there,
but someone who could keep everyone
focused on what needs to get done.”
At 49, Hoffman feels that she has
not only gained new skills and confidence but that she is capable of taking
calculated risks in her career because
she has a network behind her. More
important to Neal and her team, Hoffman has fully embraced the idea of
inclusive leadership in which territorial walls and barriers are eliminated.
That type of culture, Hoffman said, is
crucial to Cisco’s success in the 21st century. “This is really becoming the fabric
of how companies and individuals will
succeed,” Hoffman said.

Measuring Success
In just three years, Neal’s innovative
center has achieved what most talent
management programs can only yearn

for: enthusiastic acceptance across the
organization. For Ogrodnik, the reinforcing feeling of learning in a realworld, real-time environment kicked
the entire experience up a notch. “When
you are working on something for the
business and you are getting coaching
on a day-to-day basis, it becomes part
of your leadership DNA,” he said. “I
have brought it back into the work I’ve
been doing ever since.”
Not surprisingly, Neal leaves little
to chance, including metrics. “We have
a very analytical approach to how we
evaluate success,” she said.
Having created several billion dollars in proposed business value already,
the center has essentially created a
Fortune 400 company for Cisco, Neal
said. In addition, Neal created an executive scorecard for each of the company’s executives, where trending data is
monitored. For example, in 2008, Cisco
spent the equivalent of a few cents per
share on accommodating “low capacity”
talent. When confronted with that
data, executives got very serious about
enhancing the organization’s capabilities, Neal said. By showing a cadre of low
performers the door, Cisco reduced its
poor performance costs substantially,
and now the company carries almost
nothing on its books.
In addition, Neal’s group qualifies
the costs of decisions that executives
make and reviews the results of those
decisions over time. At one point in
time, it cost Cisco $60 million a year on
executives who were promoted but
required further development. “Today,
we’re down to very low numbers relative to that,” Neal said. The center is
run with a charge-back model for all its
products and services. This has provided
it with credibility. “We would not be in
existence today if our executives were
not paying for the products and services we offer,” Neal said. 
Glenn Rifkin has written for The New York
Times, Fast Company, Strategy + Business, and
many other publications.
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Reframing Dialog
When People Really Matter

O

ur people are our most
valuable asset” is an expression that
has been so overused among corporate executives that it has morphed
into little more than a cliché in many
organizations. In fact, most CEOs
certainly believe in this mantra. And
yet very few have stopped to examine how their own management priorities actually reflect their words.
Given the importance of talent
management to the future success
of organizations, it is remarkable
how little attention has been paid
to this critical topic outside the confines of HR. With their new book,
“The Executive Guide to High-Impact
Talent Management: Powerful Tools
for Leveraging a Changing Workforce,” authors David DeLong and
Steve Trautman have targeted an
audience normally exempt from
such conversations: senior executives outside of HR.
In their book, DeLong and
Trautman seek to fill that void. DeLong, a research fellow at the MIT
AgeLab and author of the highly regarded “Lost Knowledge: Confronting the Threat of an Aging Workforce,” is a consultant who focuses
on work-force and leadership issues.
Trautman, who specializes in knowledge transfer issues, is also a consultant who advises executives on highimpact talent performance.
DeLong and Trautman set out
to create an effective primer that
lays out a series of straightforward
guidelines for non-HR executives.
The goal: Reframe the conversation
about talent management and pro-
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vide specific questions for senior
executives to ask HR about leadership development, training initiatives and recruitment programs. The
key is to be able to effectively evaluate talent management proposals in
the context of specific performance
objectives for the organization. In
their consulting work, the authors
continually encounter executives
signing off on expensive proposals,
unsure of what they are getting for
their money and worried about
whether such initiatives will help
the business at all.
Given that the sluggish economy finally seems to be climbing
slowly out of its malaise, corporate
leaders have remained hesitant to
unleash some of their growing cash
reserves and start hiring. And yet,
the complexity of the global marketplace will inevitably force a wave of
new hires as the competitive sine

waves roll back in. For this generation of executives, the work-force
challenges are legion, according to
the authors:
• Increasingly dispersed employees are working across cultures,
time zones and reporting structures.
In most organizations, greater cultural diversity, and more decentralized management structures have
become a way of life.
• Regular churn of employees
has become the norm, despite the
temporary respite created by the last
recession.
• There are growing shortages
of skills in critical roles such as
nurse managers, systems engineers,
geoscientists and experienced project managers, due primarily to the
retirement of aging baby boomers.
• Another segment of aging
workers, paradoxically, is staying on
the job longer than expected because
of inadequate retirement savings.
These employees must be kept productive, but their extended tenure is
slowing advancement for midcareer
employees.
• Most organizations face a
dearth of leadership talent in the
middle ranks, a byproduct of years of
downsizing and limited hiring, combined with the smaller size of Generation X. As a result, the competition
for highly skilled midcareer employees is becoming more intense.
• Mergers and acquisitions, reorganizations and outsourcing demand
much greater flexibility to “inhale
and exhale” workers from any given
project at any given moment. Global
competition, frequent restructuring
and rapidly changing skill needs
mean that organizations may be laying off and hiring employees at the
same time.
So what is an executive to do
about all this? DeLong and Trautman
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interviewed more than 70 senior
executives and a long list of leading
talent experts to find answers and
create a framework for an effective
response. The book is filled with short
but useful cases with both named
and unnamed organizations and
real-world examples. In explaining
the expensive cost of ineffective succession planning, for example, the
authors point to the demise of Merrill Lynch, where chairman and CEO
Stanley O’Neal presided over a company that lost more than $50 billion
in shareholder value in 2007 and
2008. Not only did O’Neal keep his
board of directors in the dark about
Merrill’s toxic subprime mortgage
bonds, but he effectively eliminated
any credible successors for his job.
Thus, when the board finally forced
O’Neal out, it had to mount a desperate search for a successor because no
such planning had been in place.
On the plus side, Pfizer used a
customized succession process to fill
a senior position in one of its major
pharmaceutical businesses when a
key executive was promoted to head
another functional area. The candidate identified as the successor wasn’t
simply promoted and handed a key
to the executive washroom. Since
she would be advising the president
of one of the company’s major businesses on complex legal and regulatory issues, she had to be the right fit
and ready to hit the ground running.
An outside transition consultant set
up a series of interviews with key
stakeholders who had worked closely
with her predecessor and who knew
the role she would be taking over.
They identified key success factors
for the new executive and helped
uncover certain gaps in industry
knowledge that the successor had to
fill immediately. In addition, interviews with colleagues of the depart-

i n t e resting...
AMERICAN MBAs LOSING THEIR LUSTER
A recent ranking of the world’s top MBA
programs suggests that the dominance of U.S.based schools is diminishing. In 1999, 20 of the
top 25 schools were based in the U.S. This year,
there are just 11 U.S. schools on the list, with
11 from Europe and three from Asia.
Source: Financial Times

ing executive revealed that he had an
invisible external network of key
advisors who had been critical to his
success. In a normal transition, this
network would have gone unnoticed.
Instead, the departing leader was
asked to introduce his successor to
people in this network and help her
initiate relationships with these
important experts.
The authors are cognizant of the
number of plates top executives are
trying to keep in the air — becoming
HR experts may seem beyond the
job description — so they make an
effort to simplify their prescriptive
offerings. For example, they provide
an executive checklist that identifies
seven critical success factors in determining the success of any talent management effort:
1. Align business strategy and
clarify the big picture.
2. Prioritize talent risks.
3.Evaluate current initiatives
and identify innovative solutions.
4. Clarify cultural norms needed
to drive talent initiatives.
5. Promote holistic integrated
talent initiatives.
6. Seek useful, valid performance
measures.
7. Implement solutions: Sustain
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urgency and clarify sponsor’s role.
Getting talent management and
an organization’s business strategy
in clear alignment is perhaps the
most daunting challenge for a CEO.
In what might seem overly simplistic language, the authors push hard
for top managers to articulate the
business strategy clearly, repeatedly
and passionately not just to HR but
to all staff members so there cannot
be a risk of failure due to broken
lines of communications. The book,
academic in tone, tries and mostly
succeeds in not talking down to seasoned executives. Occasionally, there
are lapses that might be off-putting.
But overall, the tone is authoritative
and engaging.
DeLong and Trautman conclude
with “Six Lessons from the Leading
Edge,” a section on unexpected findings that resulted from their extensive research. For example, even the
most progressive companies are
likely to have a significant percentage of top executives who are not
interested in managing talent. Another surprise was the general lack
of involvement of boards of directors in critical talent-management
discussions. Thus, the lessons may
be counterintuitive but critical:
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• Make it clear who “owns” talent management in your organization. (Hint: It’s not HR.)
• Know the talent management
IQ of your executive team.
• Stop the hoarding of highpotential talent. Hoarding high potentials is an ongoing problem, since
functional and business unit leaders
can be very protective of their own
top talent. Smart leaders create sys-

tems to develop cultural norms that
treat high-potential talent as an organizationwide resource.
• Manage performance as if
talent really matters. A consistent
theme for the authors was the widespread frustration among executives
that their organizations are hurt by
poor performance management.
• Make sure your board of directors is contributing to top-level talent

conversations. Some boards get it,
but many clearly don’t.
In the long run, the push to get
senior executives involved in talent
management may seem a reach for
many overburdened executives. But
in an era where risk management
has become an essential corporate
focus, it is the shortsighted organization that doesn’t include talentrelated risks as a major concern. 

at TechCrunch, starts by pointing
out that these people are not subsistence-level entrepreneurs operating
off microloans. Her subjects are “the
kind of high-growth entrepreneurs
who are the dreamers, visionaries,
megalomaniacs and arrogant sonsof-bitches who see the world in a
different way and set out to build
businesses for reasons they can’t
always articulate; they just can’t do
otherwise.”
In other words, these are the
kind of folks we have always associated with the Silicon Valley; the movers and shakers who have driven
innovation to miraculous heights in

the United States and created the
Internet economy along the way.
Clearly, this inherent and inexplicable drive — “Great entrepreneurs’
minds just work differently than
people’s,” she states — is unfettered
by geographic boundaries.
“Throughout the corners of Asia,
Eastern Europe, Africa, the Middle
East and Latin America, a combination of historical, geopolitical, technological, financial, social and macroeconomic forces have created a
primordial soup from which a new,
powerful generation of entrepreneurs are emerging,” Lacy writes.
“The West has two choices: Invest
and partner with them or get shoved
out of the way.”
Lacy’s narrative is compelling
and stylishly written, if uneven in
places. Each chapter reflects her visit
to a specific country, and she offers
up a comprehensive back-story on
the history and struggles of each that
sets the stage for the current investment environment. She is clearly
enthralled with China’s entrepreneurial culture and devotes large
chunks of the book to her visits to
Beijing and Shenzhen. Stops in Indonesia and Rwanda get shorter shrift,
which suggests less-intensive reporting in these venues, but she still
paints convincing pictures of local

Just
Doing It
What Motivates the Movers
and Shakers?

W

hen Sarah Lacy, the young technology journalist from San Francisco, set
out on her 40-week odyssey to meet
what she calls “the new entrepreneurs,” she had no idea what a significant cast of characters she would
encounter along the way. In her book
“Brilliant, Crazy, Cocky: How the Top
1% of Entrepreneurs Profit from
Global Chaos,” Lacy introduces a variety of successful and driven entrepreneurs whom she found in what
were once highly unlikely venues for
such opportunists. Building on the
premise that the entrepreneurial zeal
of Silicon Valley has become somewhat gassed over the past decade,
Lacy set out to comb Israel, China,
India, Brazil, Indonesia and Rwanda
to meet “the people who create companies that change lives and do more
to lift thousands out of poverty than
most government programs or nongovernmental organizations.”
Lacy, a former BusinessWeek
reporter who is now a senior editor
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entrepreneurs and their challenges.
“Because of the growth of Western multinationals in the developing
world and the general meshing of
cultures in the modern Internet age,
this new entrepreneur is unlike what
the world has seen before,” she writes.
“This new entrepreneur is a mishmash between the mom-and-pop
traders and retailers associated with
the old world, contented to make
enough to feed [their] family and
little else, and the modern venturefunded, all-about-the growth entrepreneurs of Silicon Valley.”
For example, we are introduced
to Marco Gomes, a Brazilian who
grew up in poverty and got his hands
on his first computer at age 12. Ten
years after his introduction to the
Internet, he founded his own Internet
startup, got venture funding, moved
to Sao Paolo and became a wealthy
and widely known inspiration to his
countrymen. In Shenzhen, China,
that Communist nation’s free trade
zone, we meet Roy Ho, the entrepreneur who founded CK Telecom, a
$1 billion maker of cellphones for
emerging markets outside China.
As Lacy puts it, Ho owns 100 percent
of his company, employs 10,000 people and is unknown in the media.
What makes Ho interesting is that
his company is completely vertically
integrated, makes its own products,
and although the technology copies
Western concepts, he is certain that
someday his company will become
known for design and innovation
along the lines of Apple.
And we meet Jean de Dieu
Kagabo, a 28-year old consumer
packaging goods magnate in Kigali,
Rwanda, who owns German luxury
cars and a summer house on the
lake next to the country’s president.
Kagabo lost his parents in the mid1990s’ genocide in Rwanda, as did

i n t e resting...
MORE INTEREST THAN ACTION IN CEO SUCCESSION PLANNING
AMONG TOP COMPANIES
Ninety-eight percent of global companies regard CEO succession planning as an
important piece of the overall corporate governance process. Yet, only 35 percent
are prepared for either the unexpected or planned departure of their CEO.
Source: The Korn/Ferry Institute

nearly 1 million of his countrymen.
Kagabo built part of his empire by
selling toilet paper. Living and working in a country trying to emerge
from this nightmarish trauma,
Kagabo echoes the feelings of most
of the entrepreneurs Lacy met along
the way. He wants his “once-decimated nation to stand on its own
two feet, consuming its own products and creating its own jobs.”
The essential takeaway from
“Brilliant, Crazy, Cocky” is Lacy’s astute assessment and comparison of
the entrepreneurial environments in
India and China. Her view is counterintuitive to the conventional wisdom
that India will be the slam-dunk winner in the entrepreneurial marathon.
For Lacy, China’s seething Internet
culture is spawning a tsunami of
entrepreneurial output and is now
drawing not only financing but talent
to its shores from abroad.
“China is perceived to be the
most closed, censored, and un-selfexpressive country on the planet,
yet it is the only country outside the
United States that’s given rise to several huge Internet companies worth
billions of dollars,” Lacy writes. Hav-
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ing an authoritarian central government has actually helped create a
solid, working infrastructure that India sorely lacks.
If Lacy’s work tends to generate
more questions than answers, it is
still a must-read for executives who
want a better understanding of the
messy capitalism that is pulsing
around the planet and the young
players with their hands on the tiller.
The implications, as she notes, are
huge, and those who choose to stand
on the sidelines do so at their peril.
“Nearly 10 years after every Silicon
Valley venture capitalist started
scouring China and India for the
next billion-dollar idea, global entrepreneurship has become a highstakes game of survival,” Lacy concludes. “It’s the survival of the
lucrative venture capital-to-IPO ecosystem that’s provided hundreds of
thousands of jobs and billions in
returns. It’s the survival of the West’s
political interests in the world. And
it’s the actual survival of the billions
of people in Asia, Africa, South America who finally have a way out of war,
genocide, political oppression and
slums.” 
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by Joel Kurtzman

Recently, I gave a series of talks in Spain about entrepreneurship, based on research
I conducted on 600 start-up companies in the United States, Canada, the Scandinavian
countries and Israel. These countries produce start-ups the way gardens grow weeds.

Spain is interested in start-ups because it sees entrepreneurship as a way to bring down its high unemployment rate
and jump-start its economy. It makes sense. Sam Walton’s little
start-up, Wal-Mart, now employs 2.1 million people and buys
just under 10 percent of China’s exports to the United States.
Entrepreneurship can make a big difference locally. Steve Jobs
of Apple, Bill Gates of Microsoft and Ingvar Kamprad of Ikea
raised the standard of living globally.
But here’s the tough part: Aside from access to plentiful
sources of capital, it’s not exactly easy to find a reason that the
entrepreneurial hotbeds of the world take off.
Take, for example, the United States. It is a highly individualistic, stable, low-personal-tax country. It has flexible
labor laws that enable entrepreneurs to hire and fire as they
like, especially in the early phases of growth. It has a huge
market with lots of consumers enamored with shiny new
things. Because of its taxation policies, entrepreneurs get to
keep more of the value they create than entrepreneurs in
other big countries. These reasons and a vibrant venturecapital sector create a culture where start-ups are a way of life.
But wait a minute. The Scandinavian countries, which
produce lots of start-ups in a wide range of sectors — from
telecommunications and software to retailing, machines and
equipment, agriculture and even vehicles — are not like the
United States at all. They have high personal income tax rates,
a socialistic orientation to their economies, and tiny domestic
markets. They’re among the least individualistic
societies. And yet, these countries have given birth
to a wide range of new companies that have
made the region a star performer on the World
Economic Forum’s Competitiveness Index.
Israel, which produces more start-ups per
capita than any other country, especially in the
high-tech and software sectors, is more like the
Scandinavian countries than it is like the
United States. It is a group-oriented, hightax country with an extra set of complica-
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tions resulting from uncertainties over its final borders, coupled with boycotts of its products and the constant threat of
war. You wouldn’t think that would lead people to start companies, but it has had that effect.
Canada might be called Scandinavia-light. Canada is a
more individualistic place than Sweden or Denmark, but it
has higher taxes and less flexible labor laws than the United
States. Its domestic market is much more regulated than the
United States and far smaller. And yet, the constant parade of
new Canadian companies continues to amaze.
No one can argue with the facts. Americans, Canadians,
Scandinavians and Israelis create companies. And yet, it’s difficult to find the common thread. Or is it?
What’s interesting about entrepreneurs is that no matter
where they reside, they embody what Gary Burnison, chief executive of Korn/Ferry, identifies in his book “No Fear of Failure: Real Stories of How Leaders Deal With Risk and Change”
as the capacity to learn from failure. In other words, what the
countries with high rates of start-ups have in common is a
widespread belief that failure is not such a terrible thing.
When it happens — and it does, from time to time — entrepreneurs pick themselves up and start over again.
High entrepreneurship countries tolerate people who
are willing to take risks with their money, ideas and careers.
You can’t exactly tell countries that the way to foster entrepreneurship is to be more tolerant of failure. Cultures take
time to develop and values run deep. But you can celebrate
those who succeed by showing that the way up is more
like a hike in a mountainous woods than a ride on an
elevator. Prizes for taking risks help, and so do case
studies.
More and more, entrepreneurship and innovation
are at the heart of competitiveness, in countries, communities and companies. To really do it right means
taking risks. That’s true in this phase of the recovery,
when resources are still in short supply. But what
is the greatest risk? It’s taking no risks at all. 

Robert Risko

They outpace the rest of the world and fill the Nasdaq and other exchanges with listings.
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