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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.
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1 a: To make different in some particular.
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Since Eve allegedly munched on that
I am always amused by corporate speak: “out-of-the
delectable apple, change has been a conbox,” “forward leaning,” “transformation,” “tip of the
sword,” and — the perennial favorite — “change agent.” stant. As President John F. Kennedy so
aptly remarked: “Time and the world do
“De-risking,” “de-leveraging” and “re-regulating” have
not stand still. Change is the law of life.”
also been in high fashion over the last two years. It all
Some things, however, do not change. The sound
comes down to change, the pace of which seems to be
of a baby’s cry. Parents trying to provide a better life
accelerating.
for their children. Or, on the other side of humanity,
I recently hit the half-century mark. Ever since,
I’ve been wondering whether I’m still on the front side the often destructive, corruptive nature of greed,
money and power. Or the most basic of human frailof the mountain or if I’ve made the turn to the back
face. Is it a sign of age that anything before the Inter- ties: Will I be loved? Will I fit in? What will people
think? Most times, change is progress; other times,
net qualifies as “back in the day”? Either the velocity
it is nothing more than a disguise, covering “barbell”
of change has accelerated exponentially or the most
societies in which there is even greater separation
fortunate generation in history — the baby boomers
— have been enveloped in the very change they started. between rich and poor, educated and uneducated,
privileged and outcast.
Reminiscing about the last five decades, it ocIt has been said that the more things change,
curred to me that these years may have produced more
the more they stay the same. Some things do tranchange than any other similar stretch in civilization.
scend time, artificial lines on maps called borders,
Today, there are almost twice as many mobile phones
as there were people in the world 50 years ago. In 2010, and even culture: that is, the most basic need for
human beings to belong, to be a part of something
General Motors sold more cars and trucks in China,
bigger than themselves.
which is the world’s largest and fastest-growing auto
These facts of life today have much to do with
market, than it did in the United States. And yet,
leadership. Change is table stakes for a leader. Despite
the number of malnourished people in the world is
all of the technological innovations over the last 50
estimated at 925 million, despite all the efforts to
years, people remain the instruments of change —
eradicate worldwide poverty and improve the global
standard of living. And about one in five adults in the
for good and for bad.
world today has no access to written communication
A leader is ultimately accountable for growth —
because of illiteracy. India has 545 million working
“outside-in” as well as “inside-out.” Much is talked
cellphones, yet hundreds of millions more on the
about “outside-in” — top-line sales, innovation, new
planet still do not have access to toilets and sanitation products. But less is spoken about “inside-out” — a
facilities. On the positive side, the average life expecleader’s responsibility for engaging, stimulating and
tancy in China increased from 35 years before 1949,
developing people.
to 73 years in 2009. And, in 2011, two billion people
Coach John McKissick has been the high school
(a little less than one-third of the world’s population)
football coach at Summerville, S.C., since 1952. Durwatched the royal wedding in Britain.
ing that time, his team has amassed 576 victories and
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In an era of dynamic and even cataclysmic change, let us remember that
the bridge between desire and outcome is not simply empowering
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others, but rather helping them to empower themselves.
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ment from their teams. More to the point, I wondered how
many leaders had tried to inspire their teams to the point of
saying those words or something similar.
The essence of leadership revolves around the other person. It’s not about what the leader accomplishes, but rather
what others achieve. It is not a unilateral action; leadership
requires connecting with others. Therefore, a leader’s job is
more than simply anticipating and navigating change or defining change. The leader must deliver change by linking an
organization’s purpose — its reason for being — to people’s
longing to be part of something bigger than themselves. To
do so, the leader must be the corrective lens that transforms
an individual’s myopic, perceived self-interest into mutual,
shared interest that is aligned with the organization’s common purpose.
In this issue of Briefings, the power of change is not absent. This issue’s interview with Ellen Kuhlman, DuPont’s
chairman and chief executive, focuses on how she’s shifting
the focus of a 209-year-old company to emphasize solving the
problems of today. In this issue, we also look at Hilti, a global
company producing high-quality industrial products from a
base in Liechtenstein. Hilti employs almost as many people
around the world as mountainous Liechtenstein has citizens.
And Briefings takes a look at why it’s so difficult to predict the
future — and what to do instead. One researcher whom the
article quotes studied 82,000 predictions over the last 20
years. His verdict: it’s very hard to know what will happen
tomorrow. There are many other interesting articles in this
issue, along with reviews.
In an era of dynamic and even cataclysmic change, let
us remember that the bridge between desire and outcome
is not simply empowering others, but rather helping them
to empower themselves. Notwithstanding all of the breakthroughs, goodies and gadgets, leadership still requires, as
it has for centuries, making emotional connections with
others around their most basic human needs. Ultimately,
leadership means enabling people to actualize their own
heroic aspirations. If more leaders were to remember this
intellectually simple, yet emotionally elusive, tenet, the
words of the legendary Bob Dylan would indeed be true,
“There is nothing so stable as change.”
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Leo Acadia

counting (McKissick has no plans to retire), making him the
“winningest” coach in the sport at any level — surpassing even
such greats as Paul “Bear” Bryant, Vince Lombardi and Joe Paterno. McKissick, however, doesn’t speak in terms of coaching football. What he says is, “I coach kids.” When we visited
McKissick at Summerville High, a young man stopped by his
office and declared: “I’m ready, Coach. Next year, I’m playing
for you.”
Reflecting on that student’s passion and enthusiasm, I
thought how corporate leaders would love to hear that senti-
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Will the rise of massive data analysis change the nature of
decision making and leadership?

T

phones, Web search streams, page views,
ad impressions, e-mail metadata, search
engine queries, social networking activity,
UPC bar code reads, RFID scans, GPS location data, industrial plant monitoring,
weather and seismic data, automotive
sensors, photographs — and more.
Business and nonbusiness enterprises are scrambling to leverage this continual data deluge using cloud technology,
which makes data storage and services
available on demand from remote computer networks, and software frameworks
like Apache Hadoop and Google’s MapReduce, which rapidly analyze data by

Tk
Federico Jordan

wo years ago, Andreas Weigend,
former chief scientist of Amazon, offered
the stunning prediction that human beings would generate more data in 2009
than in all of prior human history. Today,
that statement seems archaic. According
to Eric Schmidt, chairman of Google, we
are adding nearly that much information
to the human database every two days.
We are now living in what the technorati have dubbed the era of “big data.”
Gargantuan data storage systems bulge
with the digital detritus of everyday life,
inexorably generated by computer system logs, electronic transactions, cell-

distributing the task to clusters of hundreds, even thousands, of computers.
Companies like Bank of America,
Dell, eBay and Wal-Mart Stores each
store petabytes (one quadrillion bytes) of
enterprise data. The Walt Disney Company uses a Hadoop cluster to analyze
patterns across diverse customer data
such as theme park attendance, purchases from Disney stores and viewership
of Disney’s cable television programming.
LinkedIn processes the interactions of
more than 100 billion relationships a day.
“It turns out that having 10 times the
amount of data allows you to automatically discover patterns that would be impossible with smaller samples,” said Peter
Skomoroch, a principal data scientist at
LinkedIn.
Big data analysis is also becoming the
norm in government, economics, intelligence, meteorology, architecture, air
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The Big Data Effect

traffic control, engineering and all kinds of
scientific and medical research. In health
care, for example, huge data streams
from electronic medical records, medical
imaging and pharmaceutical and genetic
research are being analyzed to identify
the causes of disease and options for prevention, diagnosis and treatment.
As the volume and availability of data
have grown and the analytical tools to
parse the data have become faster and
more sophisticated, there has been a
growing trend toward trying to find patterns in “unstructured” data — information streams that do not conform to any
preconceived model and may not even
have any immediately apparent relevance to one another. “In the past, all
too often what were disregarded as ‘outliers’ on the far edges of a data model
turned out to be the telltale signs of a
micro-trend that became a major event,”
wrote Brett Sheppard, executive director
at Zettaforce, in “Putting Big Data to
Work: Opportunities for Enterprises,” a
recent report published in conjunction
with the GigaOM Network. “Now, letting
data speak for itself through analysis of
entire data sets is eclipsing modeling
from subsets.”
Chris Anderson, editor in chief of
Wired magazine, was one of the first to put
forth the notion of big data “speaking for
itself.” In a 2008 article entitled “The End
of Theory” he wrote, “This is the most
measured age in history. We can throw the
numbers into the biggest computing clusters the world has ever seen and let statistical algorithms find patterns where science
cannot. We can analyze the data without
hypotheses about what it might show.”
Anderson’s article drew strong reactions from the scientific community;
many scientists suggested data analysis,
big or otherwise, without hypothesis or
theory is not science at all, but rather, in
the words of Douglas Rushkoff, an author
and media theorist, “mindless petabyte
churn [that] favors industry over consider-

i nte r e sti ng...
SAY WHAT?
powerpuff presentation, n.
A PowerPoint presentation containing lots
of flashy animations, cool pictures, and all
sorts of other snazzy
gimmicks, but almost
entirely lacking in
any real substance.
Source: Urban Dictionary

ation, consumption over creation.”
Rushkoff might get no argument
from business users of big data, who are
generally more interested in what works
and what sells than in causation theories.
Still, the idea that with enough data and
enough computing power the right answers inevitably emerge is likely to
change decision making, planning and
the very definition of what constitutes
talent and leadership in organizations.
“The continued merging of business
and technology and the resulting intensity of competition is driving down the
market share of intuition and experience
as a basis for decision making,” said Andrew McAfee, principal research scientist
at The MIT Center for Digital Business,
whose work focuses on how technology
is changing the structure, behavior and
performance of organizations. “We need
to apply the best methods possible to
our decisions, and those methods will increasingly be algorithmic, automated
and data based. But that does not get rid
of the obligation to create theory.”
According to McAfee, the skills that
will be valued in the coming world of
work will blend and balance high literacy
with high numeracy — an integrated fluency with both conceptual and statistical
reasoning. If so, that would imply that organizations rushing to embrace raw data
analysis would do well to also vigilantly
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retain an ethos of critical and contextual
thinking. As Kevin Kelly, author of “Out of
Control,” the classic book on hive intelligence, put it: “In the coming world of
cloud computing, perfectly good answers
will become a commodity. The real value
then becomes asking good questions.”
In that world, perhaps we should not
be too quick to dismiss intuition and experience as the outmoded results of whim
or bias. They are, in fact, the results of
our brains engaging in some big data processing of their own, constantly sifting
through a welter of conscious and unconscious inputs to our senses, storing them
in the cloud of our awareness and processing them rapidly and on demand with
parallel and distributed efficiency to help
us make decisions. All in real time, no less.
There is no doubt that the availability
of prodigious amounts of data along with
the statistical tools to slice and dice them
will greatly enhance our ability to observe
and codify the world. But if those become
the only tools we use, then creativity, inspiration and understanding will become
little more than the outputs of statistical
probability. The role of big data may best
be put into perspective by a sign that is
said to have hung in Albert Einstein’s office at Princeton University: “Not everything that counts can be counted, and
not everything that can be counted
counts.”
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Germany Plays
to its Strength
Specialized manufacturing, high-quality domestic production
and enlightened labor policies have made Germany the
world’s leading exporter

T

ony Blair, the former prime minister of Britain, once asked German Chancellor Angela Merkel why her country’s
economy was so resilient. Her response
was at once playful, a bit chiding and very
matter-of-fact: “Mr. Blair, we still make
things.” Indeed, over the past decade,
Germany has emerged as Europe’s dominant economic power because it has
chosen to stake its fortunes on manufacturing and exports when many others
were feasting on a profligate financial industry and debt-fueled domestic consumption. Even more interesting is that
Germany did so while pursuing laborfriendly policies that limited outsourcing
and unemployment and gave most German workers healthy salaries and benefits, high job security and a real voice in
their companies’ boardrooms.
Today, German wages and benefits
are among the highest in the world — in
manufacturing industries, they are about
50 percent higher than in the United
States. Yet Germany is also the leading
exporter in a world driven by lowest-cost
production. There are a number of explanations for this. Central among them is
that, when it comes to competing in
global markets, high wages can be more
than mitigated by the skill of the work
force, the efficiency of processes, the
quality of products and some helpful
public policy.
The Germans have long focused on
efficiently producing quality products that
can command a premium price, notably
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in the manufacturing sector and specifically in machine tools. There is global
demand for that value proposition, especially in emerging markets that are in the
process of building out their own physical
infrastructure and production capacity.
“Increasingly, German companies are providing China, India and other emerging
economies with the high-tech precision
tools they need to become the mass production factories of the world,” said Steven Hill, author of “Europe’s Promise.”
In 2010, total German exports —
not only to China and India, but also to
the United States, Russia, the rest of Europe and elsewhere — jumped 18.5 percent and currently account for roughly
one-third of Germany’s $3.35 trillion
gross domestic product. In the steel industry, ThyssenKrupp now outproduces
United States Steel. In the electrical industry, Siemens’ exports were up 30 percent. The German auto industry,
including companies like Volkswagen,
Daimler, Mercedes-Benz and Porsche,
now represents 17 percent of global vehicle production.
But Germany’s real competitive advantage in international markets comes
from its smaller, often family-owned enterprises, many of which are manufacturers. Collectively known as Mittelstand,
these companies employ more than twothirds of all German workers. Encouraged
by the government through tax breaks
and depreciation allowances and supported with debt financing from cash-

Bergonzi_Latest_thinking_germany_LC_6_5_11.docx

rich German banks, Mittelstand invest
heavily in research and development and
tend to develop highly specialized niche
products.
“There is a long list of specialty areas
in which even remarkably small German
makers dominate world markets,” said
Eamonn Fingleton, author of “In Praise
of Hard Industries.” Windmoeller & Hoelscher, for example, has a 90 percent
share of the world market for machines
that make heavy-duty paper bags.
Achenbach Buschhütten is similarly
dominant in the market for aluminumrolling mills. Tente specializes in heavy
duty casters for industrial use, Hegra Linear produces low-friction shelves, slides
and drawers and Würth is the leading industrial supplier of assembly and fastening materials worldwide. Mittelstand have
also established themselves as highquality, niche leaders in biotechnology,
medical technology, nanotechnology
and renewable energy.
All of this is predicated on having a
highly skilled and stable work force, and a
good deal of German public and private
policy has been aimed at achieving that
through cooperation between management and labor. A policy known as “codetermination” allows German workers
in businesses of more than 2,000 employees to elect half the board of directors. Companies of all sizes have “works
councils” of elected employees that meet
with management to discuss budgets,
mergers, layoffs and even plans to introduce new processes and technologies to
the workplace.
While this culture of consultation
may seem to be an open invitation to labor strife and wage inflation, research
has shown that it has led to greater efficiency and productivity. In fact, despite
significant unionization, German workers
tend to take moderate and flexible negotiating positions in an effort to help their
employers — and themselves — remain
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viable against low-cost, global competition. That is one reason Germany has
not embraced outsourcing to the degree
other countries have. Gary Herrigel, a
professor at the University of Chicago,
cited the example of a company that
made ball bearings for the shipbuilding
industry. “The task of polishing and assembling the bearings was considered
too labor intensive for German workers.
As a result of works-level consultation,
however, the trade union suggested new,
more efficient work procedures that
made it preferable to retain the entire
production in Germany.”
To support the retention of domestic
production and to keep Germans working
during the recent economic crisis, Chancellor Merkel instituted a highly successful policy known as kurzarbeit, or “short
work.” Instead of laying off millions of
people, firms kept many workers on the
payroll at reduced hours. The wages lost
by those workers were largely reimbursed

from a government fund that accrued in
better times through payroll deductions
and company contributions. As a result,
the government and employers spent less
to keep workers at their jobs part time
while retaining their productivity than
they would have spent on full unemployment benefits with no productive return.
There have been other benefits as well.
Reduced worker turnover has made companies more willing to invest in vocational
training and technical apprenticeships.
Increased job security has encouraged
workers to see the introduction of new,
more efficient technologies and processes not as a threat, but as a boon to their
jobs’ long-term viability.
Although Germany’s labor policies
have fueled its worker productivity, export
dominance and current-account surplus,
they have so far done little to boost the
country’s domestic consumption. French
Finance Minister Christine Lagarde has
complained that Germany must show “a
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sense of common destiny” and stimulate
its consumer spending to support the
European economy as a whole. Merkel,
however, has taken the position that Germany’s export engine benefits all of Europe and that the answer is not to reform
German policy, but rather to strengthen
the weaker economies in the euro zone.
Merkel’s is a compelling argument.
Herrigel has pointed out that compared
with Spain, Ireland and other countries
in the euro zone whose growth was “distorted by the financial bubble, Germany’s
growth has always been healthier and
the wealth it created has been more sustainable.” In fact, for many developed
countries that have been frantically trying
to figure out how to compete in a world
of low-cost emerging economies, Germany may be providing a realistic and
much-needed model for success. Even
as legislators and consumers have lost
focus, companies increasingly embrace
sustainability as smart business.
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Even as legislators and consumers have lost focus, companies
increasingly embrace sustainability as smart business.

T

he recent global recession’s
many adverse consequences included
the robbing of a good deal of momentum
from the fledgling green economy. In the
United States, changes in the elected
leadership and a general weakening of
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political will greatly reduce the prospects
for legislation promoting sustainability.
In 2010, Congress delayed spending on
transit systems and deferred creating
clear policy on alternative and renewable
energy. Even consumers, faced with

Bergonzi_latest_thinking_sustainability_lc_6_5_11.docx
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Sustaining
Sustainability

tough times, have taken a step back. A
2011 Harris poll found “adults in America are now less likely to engage in green
behaviors in their daily life” than they
were two years ago. Also in 2011, a Gallup poll showed Americans giving priority
to economic growth over environmental
protection by the largest margin in the
last 30 years (54 percent to 36 percent).
In the words of Joel Makower, chairman
and executive editor of GreenBiz Group,
“Saving the earth has taken a back seat
to simply saving the day.”
This stands in stark contrast to the
trend among corporate leaders, who are
doubling down on their sustainability efforts, to a large degree because of the
challenging economic times. In the past
year, many companies seem to have
crossed over from viewing sustainability
as a smart marketing tactic or a regulatory obligation to seeing it as an elemental strategic driver. According to the
GreenBiz Group’s recent report, “The
State of Green Business 2011,” a growing number of executives view sustainability — whether in the form of reducing
waste, improving efficiency or finding
new business opportunities — as the key
to competing in an increasingly resourceconstrained world.
On a company by company basis,
the GreenBiz report details a good deal
of progress, especially in the areas of recycling and waste reduction. Some Kraft
Foods plants, for instance, use the whey
left over from making cream cheese to
make enough biogas to generate 30
percent of the plants’ energy. Dell has
reduced packaging volume, thereby reducing production, storage and transportation costs. Ford Motor Company,
Stonyfield Farm and Procter & Gamble
each have introduced petroleum-alternative packaging made from a wide
range of biodegradable commodities.
Unilever has focused on the impact of
its supply chain, from the farms that supply raw materials for its products to the

Yuko
Tk Shimizu
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emissions and waste generated by customer use of those products. Wal-Mart
Stores has instituted a series of five-year
goals that address sustainable sourcing
and waste reduction in the food supply
chain, including a plan to sell $2 billion
in food sourced from small and mediumsize farms by 2015.
However, the report also identifies
some broad areas of minimal or no progress and concern. Electronic waste continues to grow dangerously, as does the
rate at which we are creating greenhouse
gases. Organic agriculture still represents
less than 1 percent of all U.S. cropland.
And, although recycling efforts are laudable, most of them amount to getting
just one additional use out of a given material or item before it eventually ends up
in a landfill. The ideal of a closed-loop
society in which everything is eventually
recycled into new products, raw materials
or benign organic components is still a
distant goal.
That lack of progress on several fronts
frustrates many. “Those of us who have
been watching green business trends for
some time are getting impatient with
the pace of change,” Makower said. “It’s
time for bigger, bolder, more audacious
changes in what companies do and how
they operate.”
Marc Gunther, a contributing editor
at Fortune magazine who also writes for
GreenBiz, offered an example: “Procter
& Gamble sets carbon intensity targets,
meaning that it will produce its products
using less energy, but because of the company’s growth imperative, it will pollute
more, not less, in absolute terms. I just
wonder whether the emerging orthodoxy
of green business, one that is willing to
settle for incremental changes, is going
to get us where we need to go.”
Stacy Mitchell, a senior researcher
with the New Rules Project which seeks
to promote sustainable policy, provided a
similar insight: “Wal-Mart’s eco-commitments are not without substance, [but] it

has carefully defined the parameters of
sustainability to avoid running up against
the basic formula of how it operates and
grows. Glaringly absent is any mention
of sprawl or land use [or] how the big-box
format that Wal-Mart pioneered has
led to a sharp increase in the number of
miles Americans drive for shopping.”
Others point out that not only does WalMart’s business model encourage frequent consumption and disposability, but
it has also induced domestic suppliers to
take their operations to lower-cost countries, where environmental impact controls are minimal and from which goods
have to be transported great distances on
petroleum-fueled container ships.
Some believe that the existing shareholder-driven model of corporate responsibility makes companies like Procter
& Gamble and Wal-Mart intrinsically
incapable of real sustainability. “It’s
plain to me that market leaders have an
inherent disincentive for radical innovation,” said Adam Lowry, co-founder of
method, makers of nontoxic, biodegradable household cleaning products. “Disruptive new ideas require a company to
cannibalize itself. That’s incredibly risky
for a business that has incumbency.”
The nonprofit organization B Lab
proposes to help change that dynamic
by introducing a new kind of corporate
legal structure called the Benefit (or B)
Corporation that meets rigorous, independent standards of social and environmental performance and accountability.
In return, B Corporations receive enhanced brand equity, service partnership
discounts and tax breaks. B Lab’s stated
mission is “to create a new sector of the
economy which uses the power of business to solve social and environmental
problems.” B Lab’s certification and advocacy efforts seek to redefine fiduciary
duty to include having a positive — or at
least not a negative — impact on society
and the environment.
Many laud the B Lab approach as an
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i nte r e s t in g . . .
THE SHRINKING
OFFICE CUBICLE
The workplace is shrinking
more now than ever. Currently,
the average square foot per
employee is 200 (18.5m²) and
is expected to drop closer to
50 (4.5m²) by 2015. 500-700 sq
ft (45.5-65m²) was the norm in
the 1960s.
Source: Jones Lang LaSalle

addition, not an alternative, to shareholder-driven capitalism. They believe
market mechanisms are already in place
to reward companies that find ways to
simultaneously serve their shareholders,
their customers, their employees and
their communities.
“Capitalism is by far the best system
ever created for allocating resources, but
there are market failures that require
smart regulation,” said Farron Levy, president of True Impact, a consulting company that helps organizations measure
the social and business value of their
operating practices. “The value of B Lab
is not regulatory, however, but how it
helps companies be more attentive to
their overall impacts. Ultimately, B Lab
supports a concept that too often gets
lost these days: the purpose of business
is not to make a profit, but to create
value, which earns profits. Value capture
without value creation is a recipe for
disaster, as our financial industry has
so well illustrated.”
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point

m i n d yo u r d i g i ta l
manners, please!
By P.J. O’Rourke

In a way,being polite boils down to the ability to pay attention and to communicate.
Advances in electronic technology have given us unlimited new ways to pay attention

i n t eres t i n g . . .
BRIBERY AND CORRUPTION PRESENT IN
EUROPE’S TOP COMPANIES
More than a third of employees polled at large
companies across Europe are prepared
to offer cash, gifts or entertainment to
win business and nearly half are
unaware of an anti-bribery policy at
their company. Employees
in Greece and Russia
are most likely to pay
cash bribes, while
those in Norway
are among the
least likely.
Source: Ernst & Young
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thumbs in a business meeting. Why does an expensive little
gadget with buttons make it O.K.?
The cellphone is still the worst. Some people stop everything to answer their phones, as if they’re 911 and every caller
is being murdered while I’m a kitten up a tree. Others just let
their phones ring, glancing at the LED displays and saying,
“I’ll get that later.” Setting phones to vibrate doesn’t work either, if the vibration is so strong that everyone thinks it’s the
next Fukushima earthquake. And why is all cellphone talking done at the same volume used by dads urging their Little
Leaguers to steal third? I’ve been overhearing cellphone calls
forever and have yet to hear anything worth shouting, like,
“Sell the Lehman Brothers stock!”
Also, if I’m on the cellphone, the last thing I want to hear
during the conversation is a flush. In the early days of cellphones, I was in the men’s room at LaGuardia and from three
stalls down I heard, “I love you.” I hope he was alone in there.
Or maybe e-mail is even more obnoxious than a cellphone, which can be snatched from someone’s hand and
thrown out a window. The computer itself is rude. Staying
properly hydrated is, after all, more crucial to my health than
reading e-mails, but when I open the refrigerator, it doesn’t
chirp, “You’ve got beer!”
People expect immediate responses to e-mail messages.
Letters are often of greater importance than e-mails, but we
don’t make the postman wait while we scribble a reply and
then tell him, “Go straight to 358 Madison Avenue, Suite 401.”
The purpose of e-mail — like the purpose of blogging —
seems to be to let people dump the contents of their minds.
I’m not a human USB flash drive. And it’s amazing how often the content of a mind is the same dirty joke that the last emailer’s mind contained.
It’s the league of evil office equipment. The photocopier
was the original villain in the plot to waste everybody’s time.
Back when dinosaurs and L.B.J. roamed the earth, I had a
summer job in the mailroom of a big corporation. One of our
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Pay attention! When you’re fooling with your PDA while
we’re supposed to be talking, I get hurt feelings. It’s like —
and I remember this too well from high school — going to the
drive-in and kissing your date and realizing she has her eyes
wide open and she’s watching the movie.
No, I’m not asking you out. I’m just trying to communicate. Although, that said, if you’re breaking into my Web
searches every two minutes with instant messaging, what
you’re communicating is that you’re a pain in the ass.
Etiquette is about human interaction — the source of all
good things and also the source of everything that drives us
nuts. What’s rude about technology is that human interaction
now takes place instantaneously. It used to require days, even
months, to be driven nuts by a lousy boss, a crazy co-worker, a
boring client or an unbearable competitor. Today, they do it in
a nanosecond by clicking “reply all.”
Technology creates whole new categories of bad manners. Imagine, 20 years ago, being caught twiddling your

Hal Mayforth

and infinite new means to communicate. So why does it all seem so rude?

responsibilities was to mimeograph corporate memos (people under 40, Google “mimeograph”). The executives’ secretaries (people under 40, Google “secretary”) hated cutting
mimeo stencils on their typewriters (people under 40, see
above). We mailboys hated running the mimeograph machine because we were required to wear white shirts to work.
Mimeo-ink colored shirts were not acceptable. The result was
that no corporate memos were sent. Instead, the executives
went down the hall, knocked politely on office doors, and
said, “The Bartworth deal stinks.” Such efficiency was the reason that big corporations used to stay in business for decade
after decade.
Speaking of wasting time, if it’s simple enough to be explained by PowerPoint, it isn’t complex enough to use PowerPoint to explain it.
Tweeting is just a way of speaking before you think. We
all do that with our spouses, and we know how that turns
out. Now we’re doing it with everyone. One careless remark
about sovereign debt, and we get the silent treatment from
the whole European Union. And the average Facebook posting is one step above writing a phone number on a public restroom wall.
Not that every electronic rudeness is intentional. These
days, in conferences, committees and board meetings, each
participant has his or her smartphone out. Suddenly, everybody’s an expert.
Should we maintain a short sell position in magnesium
futures? People who knew the most about thecommodities
market used to do the talking. Now it’s opinion mob rule.
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“According to Wikipedia, there’s an almost unlimited
supply of magnesium in seawater. Maybe we should short the
Bay of Fundy.”
“Look at the prices on these mag wheels for my ’Vette!”
“We’re reaching the peak years for the indigestion demographic. Milk of Magnesia sales will skyrocket.”
“It’s a key ingredient in aluminum alloys, and aluminum
screen door sales have plunged drastically since the housing
boom collapsed.”
Meanwhile, magnesium goes to $5,000 per metric ton
and a fortune is lost.
Thanks to technology, we’re continually being interrupted. We even interrupt ourselves. Does Tiger Woods
pause to text in the middle of his backswing? Maybe that explains the way Tiger has been playing.
The most polite existence wouldn’t have technology in it
at all. I speak from experience. The most courteous presence
in my life (and the one with whom it is easiest to make deals)
has no phone of any kind, no iPad, no Web site and no e-mail
address. This is my Labrador retriever, Georgie. She communicates with a couple of barks, a few whines and an occasional growl. And she usually gets her way. When she’s really
driving a hard bargain, she wags her tail and rests her muzzle
on my knee. I’m not suggesting that business executives start
wagging their tails and resting their muzzles on the knees
of stockholders, investment bankers and federal regulators.
This could be misinterpreted. But it wouldn’t be as rude as
some of the … Whoa! Congressman Anthony Weiner is
back on Twitter!
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he other day I signed up to become a seer.
Over the next four years, I hope to learn to
make better forecasts — political, economic,
cultural, maybe even personal. Along with a
few thousand other people, I will “cultivate
the fine art of well-calibrated judgment, “ in
the words of Philip Tetlock, a psychologist
at the Wharton School at the University of
Pennsylvania. How I will hone my skills, and
how well, I can’t predict. I have no clairvoyant talent. But then
Tetlock’s premise in this venture is that today no one really
knows how to make sound predictions.
That’s not what leaders want to hear, of course, because
their work, as the late British politician Wayland Young once
said, is “the art of taking good decisions on insufficient evidence.” Naturally, leaders have always wanted to tame the future’s uncertainty. In the ancient world, sovereigns and generals didn’t make a move until they had read tea leaves, or
bird entrails, or cloud formations, or, of course, their horoscopes. In our time, things are supposed to be different, and
forecasts now are touted as a combination of relevant data,
logical analysis and special insight — born of experience, a
powerful theory or some skilled math. Certainly, there are
plenty of products offered in “the forecasting aisle in the supermarket of ideas,” as Tetlock calls it, and they all tout their
rigor and power.
Yet every year brings shocks that contradict or surprise
the experts. In 2011 alone, we’ve had the Arab world’s sequence of revolutions; the failure in Japan of nuclear-safety
measures that were predicted to withstand all possible disasters; and the discovery of Osama bin Laden still wielding influence in a comfortable resort town, not a far-off cave. As
with the financial meltdown of 2008 or the terrorist attacks
of 2001, the clues proved easy to read — “in the rearview mir-

ror, not through the windshield,”
as General David Petraeus has said of
turning points in war.
With all our digital-age information and
analytic tools, why can’t we get more leverage on
the future? Tetlock has been working on that question
for a long time. Over two decades, starting in 1983, he and
his colleagues collected 82,361 distinct predictions on political trends from 284 professional advisers and commentators. Comparing all these forecasts with actual events, the
researchers ended up confirming the C-suite’s worst fears:
Experts were no better at predicting what would happen in
their field than they were at predicting what would happen
in areas where they had no special expertise. In other words,
when the metric was basic accuracy — did this happen or not?
— expertise added no value. For any given field, from China
to macroeconomics to diplomacy, an intelligent newspaper
reader was as good as the pundit.
Then, too, the researchers often asked their experts to
pick among three choices for a political or economic trend —
more of it, the same as now, or less of it. That gave them a way
to compare success rates with other means of picking among
those options. The results were not inspiring. If you had used
a very dull algorithm (for instance, “always predict more of
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the same”) or even if you had
used a chimp tossing darts at a threecolor target, you would have done better than the experts.
So it seems that today’s leaders, for all their white papers
and PowerPoint projections, are no better off than the Roman
consuls who relied on a haruspex and the oracle at Delphi.
The trouble is a combination of physics and psychology.
The physical aspect, as Tetlock points out, is simply a consequence of complexity: In complex systems, each part is affected by the actions of many others in a constantly changing
dynamic. Whether the complex system is the world’s weather
or a market or a global industry, there is a point on the future
horizon beyond which it’s simply impossible to calculate all
the possibilities. That’s why forecasts about what is likely to
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f course, experts are supposedly trained to resist the biases and blind spots of the ordinary
mind. So why don’t they? Part of the reason is
that they share other forms of prejudice with
the rest of us. One, for example, is a strong unconscious preference for information that jibes with what we
already believe. This is what psychologists call “confirmation
bias”: What shores up our beliefs is easy to accept, while that
which challenges them is easy to suspect.
Dan Kahan at Yale Law School, along with Donald Braman and Hank Jenkins-Smith, mapped how this works in a
series of ingenious experiments around a sensible question:
When there is a genuine scientific consensus on some topic,
why do people simultaneously (a) say they believe in science
and (b) continue to disagree about the facts?
To examine this, the researchers showed people the photos and credentials of various fictional scientific experts and
described their views about various hot-button topics.
Firearms policy was one. If a state’s laws permit almost
anyone to carry a concealed gun, liberals are likely to say that

Credit

happen tomorrow are more reliable
than those about what will happen in
six months.
But a much bigger problem arises
from the shape of the human mind. We’re not good at seeing
the future clearly, and even worse at dealing with the proof
that we aren’t good at it.
For one thing, people have a bias in favor of the status
quo. We tend to think that what has been will be, and that
large-scale shocks are rare and nearly impossible. This is why
conventional wisdom tends to predict incremental, reassuring forms of change: no shocks, no collapses, no extremists, no big surprises. (Decades later, of course, the results can
look hilarious — like science fiction stories that foresaw videophones and rocketry for tourists, but imagined that these
new technologies would be used by pipe-smoking dads and
their 1950’s-style homemaker wives.) One particularly modern form of this familiarity bias is a strong preference for the
normal distribution, in which the average of any set of measurements will be the most common and “outliers” will be at
the long thin tails of the bell curve. We tell ourselves extreme
events are rare. In fact, extreme events (like Pacific Rim earthquakes or recurrent revolts against dictators in the Mideast
this year) can happen repeatedly, and in quick succession. It’s
simply a fact of nature and of history that many events don’t
have a normal distribution. But many of us are reluctant to
give up that reassuring assumption.
We also tend to forget that for most of the predictions
we care about — the state of the world economy in 2012, the
political stability of any particular nation, the likely outcome
of a war — the “objects” of the forecast are people. So when
we estimate whether traffic on the Interstate will be heavy or

light, for example, or whether “the market” is good for selling
a stock, we have to predict what other people are predicting.
Whether you are a guerrilla trying to decide when to
strike a military outpost, or a broker feeling out the mood of
the exchange, or just someone trying to guess if your favorite
bar will be too crowded, the University of Miami’s Neil Johnson says, your decision relies on what you know about everybody else’s choice. Predictions often fail because they don’t
take into account the effect of other predictions. Tetlock
cites the example of a contest run years ago by The Financial Times. Readers were asked to guess what number from 0 to 100 would equal 66 percent of the average guesses of all the other entrants. Assuming
that other people will guess at random, the average number for 100 choices should be 50, and twothirds of that is 33. Many readers offered that answer. They were way off, because they failed to
take into account that other predictors were also
trying to psych out the strategies of other people.
The real number was lower.
Finding the right number required some knowledge
about the minds of competitors. If every single one was wellversed in game theory, Tetlock points out, they would guess
zero (knowing that everyone converging on 33 makes 22 the
right answer; but if everyone converges on 22 then the right
answer is 14.6 — and so on down to zip). But all participants
are not equal in their expertise, so the theoretically right answer wasn’t accurate either. In fact, the correct answer turned
out to be 18. That, Tetlock points out, was about halfway between the naïve answer (33) and the too-clever one (0).
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Consumer Research, has dubbed this phenomenon “expertiseinduced false recall.” The authors (the business school professors Ravi Mehta of the University of Illinois at UrbanaChampaign, JoAndrea Hoegg of the University of British
Columbia and Amitav Chakravarti of New York University)
asked 113 undergraduates to compare the merits of two gaming consoles they had invented. The students had a chance to
look at specs for the two devices, and then make their evaluations from memory. The researchers also asked the students
to answer questions about how well they knew PlayStations,
Xboxes and other aspects of gaming, so they could separate
them later into “novice” and “expert” groups. Further, they
made it plain to the volunteers that other people would use
their advice in making a console purchase.
The knowledgeable students responded differently from
their novice peers. Specifically, they were more likely to mistakenly say that both consoles shared a feature that belonged
only to one. They were also more likely to say a console had a
feature that neither one had. Their mistakes seemed to be a
product of expert knowledge (I know this stuff, I don’t need
to check) and expert responsibility (if I am comparing two
items, they had better be comparable, or I can’t use my expertise). When the experiment was repeated without the element of responsibility, so that the “experts” weren’t worried
that people would rely on their advice, the proportion of false
memories decreased.
These experiments suggest that the savviest and most
knowledgeable people, then, are the ones with the most resources needed to fool themselves. As one Victorian historian
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ing events — like “revolutionary political change in Congo
leading to a spike in price for cobalt.” Intuitively, the mind
gravitates to this sequence of cause and effect, and it is more
convincing than a bare prediction of “revolution in Congo.”
Logically, though, the occurrence of two separate events is
less likely than the occurrence of one.
In the early 1980s, this effect emerged in an experiment
with foreign policy experts, who had been divided into two
groups. One group was asked for the probability of “a complete suspension of diplomatic relations between the U.S.
and the Soviet Union, sometime in 1983.” The other was
asked about chances of “a Russian invasion of Poland, and a
complete suspension of diplomatic relations between the U.S.
and the Soviet Union, sometime in 1983.” The second chain
of events was judged more likely than the first, even though
the second, requiring two separate events to happen, was certainly less likely according to basic probability theory.
Experts wrestling with these biases aren’t any better
armed than others. In fact, their expertise can be a disadvantage, researchers say. That’s because experts can provide extra
layers of resistance to correction.
Detailed knowledge can buttress overconfidence and resistance to contradictory or new evidence. When the amateur
newspaper reader draws a blank on economic policy or Asian
history, he or she has to admit that she doesn’t have all the
facts. When you have many facts at your fingertips, though,
you’re used to filling in blanks from memory. And memory is
a flattering servant, happy to make up material.
A recent study, to be published this fall in the Journal of
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this will cause a rise in the crime rate, as people blast away
at one another. Conservatives are likely to say it will cause a
decrease in crime, as citizens will have the means to defend
themselves.
Kahan and his colleagues worked out a way to sort out
people according to basic values, which correspond pretty
well to American conventions about who is left-leaning (egalitarian and communal values) and who inclines to the right
(hierarchical and individualistic). When they gave their leftish volunteers some writing that showed “Prof. James Williams” had found that “concealed carry” laws lead to violence,
80 percent of the liberals agreed that Williams was a trustworthy expert, whose book they would recommend. When
other lefties read a different passage in which Williams concluded that these laws decrease crime, half of them said he
wasn’t trustworthy. On the other hand, more than 80 percent
of conservatives who read that passage endorsed the sound
expertise of the learned Dr. Williams.
Gun policy is a particularly nice test for ideological effects because, Kahan says, neither side is correct: According to
a National Research Council review in 2004, “concealed carry”
laws don’t have much effect on crime in either direction — they
don’t increase it, and they don’t reduce it. But many people
prefer to defend their worldview than accept that conclusion.
Another pitfall of human nature that affects experts is
this: We favor explanations that fall together into a satisfying
story. As Hollywood has long known, a convincing narrative
trumps logic and common sense. In the prediction game, this
makes a forecast appealing when it has multiple interlock-
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said of another, “his capacity for synthesis, and his ability to
dovetail the various parts of the evidence ... carried him into
a more profound and complicated elaboration of error than
some of his more pedestrian predecessors.”

O

n top of the cognitive tricks that the mind can
play on itself, there are also social motives
for defending one’s forecasts instead of fixing
them. Tetlock for one, argues that forecasters’
incentives are aligned against testing and improvement. If you want to be hired for a job, you don’t announce
that no one seems to be very good at it. Instinctively, Tetlock
believes, people in the prediction business hedge their bets —
setting themselves up to look as if they are bolder and edgier
than they really are. The trick is to make a bold proclamation
— “China will fissure into separate nations by 2050” — and
meld it to an explanatory apparatus that leaves you with a
way out if you’re wrong. (“It will fissure unless these steps are
taken,” or “it will fissure given current trends, though things
could change.”) This two-step dance serves the consumer of
forecasts, by upholding the reassuring notion that forecasts
are reliable. And it serves the producers by giving them a way
to stay in business even when they’re wrong, Tetlock argues.
All of this can sound like a recipe for despair, but it
needn’t be. It can be a recipe for a line of useful work: Once
we admit that forecasting as we know it doesn’t work, we can
clear the slate and try to see what does. That’s the point of the
research that Tetlock and his colleagues have set up as the
Good Judgment Project.
Over the next four years, more than 2,000 members of
the project will make 100 forecasts a year, answering questions like “how many nations in the euro zone will default
on bonds in 2011?” and “will southern Sudan become an
independent nation this year?” Researchers on the project, which is run by Tetlock and the psychologists Barbara
Mellers and Don Moore, will evaluate the forecasts, looking for ways that individual judgments can be most effectively combined into the best form of “wisdom of crowds.”
They will also train individuals in different forecasting approaches. That way, as time passes, they’ll be able to compare
and contrast the success rates of different techniques.
The team will be competing against others in a tournament of forecasts, sponsored by the United States Defense
Department’s Intelligence Advanced Research Projects Activity. The aim is simply empirical: at the collective level, find
the best ways to combine individual perspectives and arrive
at a prediction; at the individual level, find the best methods of training predictors to be better at their art. Amazingly,
nothing like this has ever been attempted. Where will it lead?
I find it hard to say, though I hope, four years hence, to have a
better idea of how to make a guess.
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Breaking Europe’s Glass Ceiling
Women on Boards

Briefings on TalenT & leadership

Politicians in Europe are growing impatient with the
glacial pace at which women are climbing into the boardroom. Few want to follow Norway’s example of imposing
legally binding quotas. But if the rate of change does not
speed up, legislation to hasten the process will increase.
And that may not be the best way to bring about muchneeded change.
In March of this year, Viviane Reding, the European Union’s commissioner for justice, invited publicly
traded companies across Europe to sign a “women on the
board” pledge. The campaign asks companies to promise
within a year that they will increase the share of women
on their boards to 30 percent by 2015, and to 40 percent
by 2020. They should do it, the European Union said, by
“actively recruiting qualified women to replace outgoing
male board members.” The full details can be found on the
commissioner’s Web site: http://ec.europa.eu/commission_2010-2014/reding/.
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tas. But he did say, “The government must reserve the right to
introduce more prescriptive alternatives if the recommended
business-led approach does not achieve significant change,”
sounding a line similar to that being taken by Germany and
the European Union. As Commissioner Reding put it, it may
soon be time to take “a sledgehammer to the glass ceiling.”

So far, European countries have been reluctant to follow the
trail blazed by Norway in imposing quotas for women on
company boards. That nation took a bold step in 2002 when its
(male) minister of trade and industry, Ansgar Gabrielsen, gave
publicly traded companies three years to ensure that each sex
had at least 40 percent representation on their boards. When
many of them failed to reach the target in time, the government stepped in and passed legislation (in January 2006) that
gave firms a further two years to come into line. Those that
failed to do so faced having to pay a fine or (in extreme cases)
being closed down. Today, more than 40 percent of the boards
of all publicly traded companies in Norway are women.
Norway was a likely venue for such an experiment.
When the announcement was made, half of the country’s cabinet ministers were women, and as long ago as 1985 a target
was set for women to take up at least 40 percent of all places
on public committees; that target was reached in 1997. So
Norwegian companies were already further along the road
of gender equality than those in the rest of Europe. One company actually had to find an extra male director when the law
took effect. (The 40 percent rule applies to both genders.)
But even in Norway the legislation was controversial
when it was introduced. “It was like the smoking ban,” said
Vibeke Heidenreich of the Institute for Social Research in
Oslo. “At first, people were outraged. ‘Why do we need this?’
they said. But now, it is accepted as the way things are.”
As other nations came to confront their slow rates of
progress, more and more of them began to toy with the idea
of imposing quotas. Spain and France have both gone so far
as to introduce quotas into legislation. Spain’s rule is not due
to take full force until 2015; at that time, the boards of all publicly traded companies with more than 250 employees are to
have at least 40 percent women and at least 40 percent men.
Passage of the legislation alone seems to have had an effect on attitudes. The number of women on large Spanish
companies’ boards increased by two-thirds between 2008
and 2010, and the first company to sign the European Union’s
pledge was a Spanish firm – Fes Consulting Empresarial.
Earlier this year, the French National Assembly passed
a law requiring that woman make up at least 40 percent of
the directors of publicly traded companies by 2016. In France,
there is an intermediate target of 20 percent within three
years for listed companies (relieving the pressure somewhat
on the supply of potential female directors), and there is a dif-
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When the invitation was issued, Ms Reding said, “For
the next 12 months, I want to give self-regulation a last
chance.” But in a year, on International Women’s Day (March
8, 2012), the commission will assess whether “credible selfregulatory initiatives were developed to enhance women’s
participation in decision-making.” The commissioner went
on to add a warning. “If it has not happened,” she said, “you
can count on my regulatory creativity.”
In Germany, Chancellor Angela Merkel has called the lack
of women in top management “a true scandal.” Only 3.2 percent of the members of executive and supervisory boards at
Germany’s 200 biggest companies are women, putting the
country somewhere between Italy and Greece on this measure.
Germany is one of the few European Union member
states where the percentage of women on boards actually declined between 2004 and 2010. Voluntary targets introduced
in 2001 have, Chancellor Merkel said (not without some understatement), produced “only modest results.” In February
2011, she warned industry that if it failed to make more headway, the government would have to intervene.
The next month, Germany’s largest companies agreed
that they would set “their own specific and differentiated targets for increasing the number of women on their staff and
in leadership positions.” This sounds like more of the same,
and the gesture may not be enough to satisfy Berlin. One government minister threatened that if companies did not triple
the number of their female top executives by 2013, the government would step in and demand firm targets.
Meanwhile, in Britain, the findings of an independent
inquiry into why so few women reach boards were published
in February of this year. The inquiry, headed by Lord Mervyn
Davies, a former trade minister and once the chairman of
Standard Chartered Bank, recommended that women should
account for at least 25 percent of the boards of Britain’s largest companies by 2015, a slightly more modest target than
that of the European Union.
The pharmaceutical giant GSK, one of the largest companies in the FTSE 100 stock index, made an early response to
Lord Davies’s challenge. On April 1, it appointed two new female directors to its main board. The body, which had had 12
men and a lone woman, now has 15 directors and whom 20
percent are women.
But Lord Davies’s target is going to be a stretch. The latest issue of the Cranfield School of Management’s closely
watched annual report on women in FTSE 100 companies
said, “2010 saw another year of barely perceptible change in
the representation of women in leadership positions” at the
top 100 British companies. Female nonexecutive directors increased from 114 to 117, while the number of executive directors rose from 17 to 18, a rate of growth that would require at
least 30 years before Lord Davies’s target is reached.
Lord Davies made it clear that he is not in favor of quo-

ferent target for nonlisted companies. By 2019, 40 percent of
their directors must be women.
The latest figures from the E.P.W.N., the European Professional Women’s Network (http://www.europeanpwn.net
), a 2,500-member club of executive women from across Europe, suggest that these developments are having some impact on the overall picture. In 2010, 11.7 percent of the directors of Europe’s top 300 companies were women, a rise from
8 percent in 2004.
Yet, there is no room for complacency. In the United
States, by comparison, 15 percent of the board seats of Fortune 500 companies are occupied by women. And in 2010,
more than one out of every five of Europe’s largest companies did not have a single woman director. In Italy, the most
backward of the large European economies in this regard, the
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boards of more than half of its large companies are men only.
The growing popularity of quotas has not silenced some
of the arguments against them. For starters, they might require positive discrimination — namely, the appointment
of women to posts when there may be better qualified men
available. It is not just men who raise such arguments. Lynne
Nixon, head of Korn/Ferry Whitehead Mann’s EMEA Human
Resources Practice, said that the Davies review “thankfully
strikes the right balance in setting practical guidelines without advocating the imposition of quotas,” which, she added,
”would be counterproductive.” Karen Brady, a well-known
broadcaster in Britain and the vice chairwoman of the West
Ham United football club, argues that if quotas are imposed
for gender, “then ethnicity and age will be next.” There will
be a time not far off, she suggested, when 40 percent of the
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Diversity is a recognized cure for the highly contagious disease known
as “group think,” whereby individuals go against their own beliefs and
calculations in order not to differ from the views of the group.
The economic rationale
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and the threat of being closed down (which effectively means
a delisting, since by becoming private, companies can put
themselves beyond this particular law). In Spain, there are no
formal sanctions, but companies that attain the targets will
be given priority when seeking public contracts. France has
taken a slightly different approach to sanctions. It says it will
compel companies to suspend all payments to directors if
they fail to comply with the law.
Despite their imperfections, quotas have some firm supporters. A recent article in a British newspaper, The Independent, said that “quotas work.” The author, a woman, went on
to argue that “like democracy, they are the least bad option.”
Others argue that quotas need to be only temporary. Once
age-old prejudices have been broken down, this argument
goes, gender equality will blossom naturally in boardrooms
around the world.

Credit

members of boards will have to be under the age of 40.
Moreover, quotas can lead to market distortions. In Norway, for instance, the rule applies only to state-owned and
publicly traded companies, a relatively small number — there
are only 214 companies listed on the Oslo Stock Exchange.
There are, on the other hand, more than 160,000 private Norwegian companies. Some firms may have avoided the strictures by becoming private.
Why stop at public companies? Some have argued that if
quotas are to be applied, then they should be applied equally
to the boards of public bodies — organizations like central
banks and universities. All the members of the Bank of England’s key Monetary Policy Committee, which sets interest
rates for the whole of Britain, are white men.
A more insidious problem with quotas, however, arises
over their enforcement. What to do to companies that do not
meet their requirements in time? In Norway, there are fines

Are governments right to be concerned about women’s slow
climb to the boardroom? Does it matter for society as a whole,
apart from the fact that it is obviously unfair? There is a growing body of evidence that it does. First of all, there is the fact
that diversity is a recognized cure for the highly contagious
disease known as “group think,” whereby individuals go
against their own beliefs and calculations in order not to differ from the views of the group. Margaret Heffernan, the author of “Wilful Blindness,” a book about people’s inability to
see what is clear to them, said: “It is not just that diversity is
nice. It makes companies safer and stronger.”
There is also academic evidence that women add value
to companies when they sit on their boards. The most widely
quoted study was done in the United States by Catalyst, an organization whose aim is to expand “opportunities for women
and business.” It found a strong correlation between women
in top executive positions and financial performance for Fortune 500 companies between 1996 and 2000.
A more recent study by the consulting firm McKinsey,
published in October 2010, found that a majority of senior executives (both men and women) now believe that “there is a
direct connection between a company’s gender diversity and
its financial success.” This percentage has been rising steeply
in recent years. Yet the study found companies doing little
to help the gender gap at the higher executive levels. Only 27
percent of companies in Europe said that gender diversity
was a top 10 item on their corporate agenda.
The fault in some cases lies with corporate investors.
In many instances, they still seem to be unconvinced by arguments for gender diversity in the boardroom. At a recent
shareholders’ meeting at the Royal Bank of Canada, for instance, only 10 percent voted in favor of a proposal seeking
to establish parity between men and women on the bank’s
board within the next 10 years. Korn/Ferry’s Nixon said that
“companies and investors need to be convinced that more diversity in their leadership team will be positive for their business.” Lord Davies’s report also spoke of the “critical role” of
investors.

To some extent, the crude focus on boardroom numbers
(which, for traded companies at least, are relatively easy to
determine) has diverted attention from what may matter
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more, but is far less easily measurable: the small numbers of
women rising to the top executive levels within corporations.
The E.P.W.N. said that “the pipeline of potential female board
members is still limited, with very few companies having a
significant percentage of female senior executives.” Without
them, there will always be a relatively small pool of women
from which suitably qualified directors can be chosen.
That was a problem for Norway when it first introduced
quotas. The Confederation of Norwegian Business and Industry ran a program from 2002 to 2006 in which the CEOs of
volunteer companies selected up to three woman executives
to join a course of “boardroom competence training” and networking. And still, companies had difficulty finding suitably
qualified women for these jobs. Demand outstripped supply
partly because the leap to 40 percent had to be achieved in a
relatively short space of time. As a consequence, one woman
found herself on the boards of 18 different Norwegian companies.
Marit Hoel, director of the Center for Corporate Diversity in Norway, said that “real economic power-sharing is
needed at the executive committee level.” She added, “That is
what we were trying to speed up” with the quotas. “But, unfortunately, that has not happened yet.”
Amy Dittmar and Kenneth Ahern of the Ross School of
Business at the University of Michigan studied what happened in the two-year transition period after 2006 when the
quotas in Norway became compulsory, and they found that
when a board had a 10 percent increase in the number of
women, the value of the company dropped. They attributed
this largely to a shortage of women suitably trained for the job.
But it can be argued that it is not just to get them onto
boards that women should be encouraged to rise to the top
executive levels. A study of 89 large listed European companies by McKinsey in 2007 found that those with greater gender diversity had higher returns on equity and higher operating results. More diversity in the C-suite makes economic
sense too, as it does in the boardroom.
The problem is that women in Europe, as elsewhere, are
dropping out of the work force before they reach a level at
which they can gain the sort of experience that is a sine qua non
for a boardroom seat. This includes, in particular, experience
with a significant profit and loss responsibility, and experience
abroad. A number of possible reasons are posited for this.
One is the persistent failure in the Western world for
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Alla ricerca di donne da inserire nei CdA
Maurizia Villa è managing director della sede milanese di Korn/

all’estero. Sono troppe le donne bloccate all’interno di unità

Maurizia Villa is managing director of Korn/Ferry’s office in Mi-

Ferry. Prima di intraprendere una lunga e importante carriera

aziendali chiuse, in cui sanno che durante il corso della loro

lan. She worked in corporate finance in Italy before beginning a

nel settore dell’executive search, ha lavorato nell’ambito del

carriera potranno entrare o uscire in base alle esigenze esterne

long and distinguished career in executive search.

Corporate Finance in Italia, a diretto contatto con uno degli am-

al loro lavoro. Tuttavia, un’intera carriera nella direzione Risorse

bienti lavorativi maggiormente dominato in Europa dalla pre-

Umane o nella direzione Legale difficilmente fornirà quella vi-

the most male-dominated workplaces in Europe. A survey in

with no more than 72 names. It was a disappointingly low

senza maschile. Secondo un sondaggio condotto nel 2010 da

sione ampia e quell’istinto commerciale necessari ad un mem-

2010 by the European Professional Women’s Network found

number. Even more disappointing was the fact that when pro-

European Professional Women’s Network, meno del 4% degli

bro di un consiglio di amministrazione.

that fewer than 4 percent of the directors of large Italian com-

files of the women on the list were circulated to a number of

Maurizia Villa has close-up first-hand experience in one of

Il recente tentativo da parte di un gruppo di aziende attive

board director.
A recent attempt by a group of executive search firms (including Korn/Ferry) to compile a list of 1,000 women in Italy
who are qualified for a seat on a board managed to come up

panies were women. Less than half of Italian companies have

large Italian companies, many of which had no female director,

Meno della metà delle aziende italiane ha almeno una donna

nel settore dell’executive search, tra cui anche Korn/Ferry, di

even one female director, the lowest proportion in the whole of

only two companies responded, saying that they had forwarded

all’interno del proprio consiglio di amministrazione, la percen-

stilare una lista di 1.000 donne italiane che abbiano le quali-

Western Europe.

the profiles to their chairman.

tuale più bassa in tutta l’Europa occidentale.

fiche per entrare a far parte di un CdA si è concluso con

amministratori delle principali aziende italiane sono donne.

Villa says that the Italian market is very rigid and very local.

Villa argues that the best reason for bringing more women

l’individuazione di soli 72 nominativi, un numero alquanto de-

There is traditional resistance to women in senior positions of

on boards is economic. “A varied board is a more efficient

di carattere molto locale. Tradizionalmente si riscontra una

ludente. Ancora più deludente è stato constatare che nel mo-

all kinds. A relatively low proportion of Italian politicians, for ex-

board,” she said. Her home country, however, seems deter-

sorta di riluttanza verso l’assegnazione di posizioni senior alle

mento in cui i profili delle donne incluse nella lista sono stati

ample, are women. Although in recent years there has been a

mined to operate at less than optimal efficiency for some time

donne, motivo per cui, ad esempio, rimane contenuta la per-

trasmessi a grandi di aziende italiane, molte delle quali non

more open attitude, the push for change seems not very driv-

to come even though the Italian Parliament has just approved a

centuale di rappresentanti femminili nella politica italiana. No-

avevano nessuna donna all’interno del consiglio di amministra-

ing, as the economic and political system is still very male

law that forces listed companies to have at least 20% of the

nostante negli ultimi anni si sia registrata un’apertura in questo

zione, solo due di queste hanno risposto comunicando di avere

chauvinist.

less represented gender within the Board of Directors as from

senso, la spinta al cambiamento sembra tutt’altro che propul-

trasmesso il profilo al presidente dell’azienda.

Secondo Villa il mercato italiano è particolarmente rigido e

siva, visto che ad oggi, il sistema economico e politico è ancora
fondamentalmente molto maschilista.
Affinché un cambiamento possa esserci, sottolinea Villa, le
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Finding Women For Boards

To bring about change, Villa says, big companies need to

Secondo Villa la ragione principale per inserire un maggior
numero di donne nei CdA è di carattere economico: “Un consi-

fidence about their ability to meet the requirements of a board

glio d’amministrazione eterogeneo è anche più efficiente” af-

position. They also need to be given the necessary skill sets for

grandi imprese devono attuare programmi di formazione: per

ferma. Il suo paese, l’Italia, sembra tuttavia intenzionato a

the job — in particular, profit and loss experience and assign-

soddisfare i requisiti necessari ad assumere un ruolo di ammin-

rimanere ancora per un po’ di tempo al di sotto dei livelli di effi-

ments overseas. Too many women stick to corporate silos,

istratore, le donne devono acquisire maggiore fiducia nelle pro-

cienza ottimale nonostante sia stata appena approvata una

where they know they will be able to go in and out as the de-

prie capacità ed ottenere inoltre tutte le competenze richieste

legge che obbligherà le società quotate ad avere almeno il 20%

mands outside of work change throughout their career. But a

dall’incarico, con particolare riferimento all’esperienza in ter-

del genere meno rappresentato all’interno del Cda dal 2012 e

lifetime in H.R. or the legal department is unlikely to provide

mini di gestione economica delle aziende e ad incarichi

almeno il 30% dal 2015.

the broad outlook and commercial instinct required of a full

husbands and wives to share household tasks equally. Across
the Organization for Economic Cooperation and Development, women on average spend two and a half hours a day
more than men doing “unpaid work” — much of it household
chores. And in caring for children they take on more of the
physical tasks — like bathing and changing diapers — while
men do more of the fun things, like reading and playing.
In a best-selling book called “Bonjour Paresse” (which
roughly translates as “Good Morning Idleness”), a French executive, Corinne Maier, argued that women are held back
at work by men, by their “insatiable predatory instincts as
well as by their casual approach to banal household chores.”
Women have so much to do at home, she said, that they are
more than twice as likely as men to work only part-time. And
that, she argued, “makes it all the more impossible to break
the glass ceiling.”
More recently, a British executive made a not dissimilar point. In her book “Shattered: Modern Motherhood and
the Illusion of Equality,” Rebecca Asher claims that women
are betrayed by their partners the moment that babies come

on the scene. Mothers, she says, turn into “foundation parents,” condemned to being sidelined professionally and having “crap part-time jobs.” Fathers, she suggests, do not share
the burdens of parenting.
Women are also almost universally seen as having the
“default career.” It is assumed that they will look after elderly
parents (or in-laws) — a life-changing event that often occurs
at a time when their children have become more or less responsible for themselves. This is a time when women would
otherwise be able to take on the sort of jobs that might line
them up for a position on a board.
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How to keep women working
How are companies to keep more women in the work force
longer, to give them time to become ready for the board?
What can be done to make more of them qualified for the job?
While mentoring programs and networking possibilities (women are invariably excluded from the old boys’ clubs
that are still at the heart of many corporate cultures) are part
of any solution, the most important is probably access to flex-

2012 and at least 30% from 2015.

put training programs in place. Women need to gain more con-

ible working conditions. In their book “A Woman’s Place Is in
the Boardroom,” Peninah Thomson and Jacey Graham, a former head of diversity strategy at Shell International, wrote
that if companies do not provide flexibility, they “have no
hope of becoming an attractive employer for able and ambitious women.” Yet the October 2010 McKinsey study found
that only 47 percent of companies in Europe had offered flexible working conditions over the previous five years in order
“to recruit, retain, promote and develop women.”
McKinsey’s analysis found that there was a factor even
more strongly correlated with high levels of senior female executives. That was the visible monitoring of gender-diversity programs by the CEO and/or the executive team. The programs themselves matter less than the fact that they are seen
to be taken seriously.
At the end of the day, though, the future of women on
company boards still depends on men. The key question remains, How supportive will they be as husbands, as fathers,
and as colleagues? Without their support, progress will con-
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tinue to be glacially slow, and it will take decades for women
to get into positions where they no longer need that support.
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i n t eres t i n g . . .
TAKE A STAND
Exercise or not, spending 6 or more hours a day
of your leisure time sitting makes you up to 40%
likelier to die than someone who sits less than 3.
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The idea is to use DuPont’s formidable research capabilities, along with its power to innovate, and to focus
them on the needs of the world’s growth markets. By doing that, she is continuing the company’s evolution from a
manufacturer of gunpowder, two centuries ago, to a chemical producer, over the last century, to something with a
much larger portfolio of activities that now includes agriculture, nutrition, health, biotechnology, engineered materials, and many other business areas. In today’s DuPont,
with just under $34 billion in revenue, the chemicals business accounts only about 20 percent of revenue, well behind agriculture, the company’s largest segment.
Kullman has been pushing DuPont into new areas
that more closely track with the big trends (and needs) of
the world. The company’s recent $6 billion acquisition of
Danisco, a Danish producer of nutrition and health-related products and enzymes, is based on the understanding that with a growing population, the market for nutritional products, food and health-related products will
continue to grow. DuPont is also a formidable player in
new and innovative markets like solar energy, enabling
materials for electronic components, and enzymes that
help turn crops, like switch grass, into energy.
All of these changes have at least one element in common. They are all built on focusing science on the needs
of the earth’s growing population. To explain how she is
making DuPont a more innovative, science-driven company, Kullman spoke with the Korn/Ferry partners Andy
Talkington and Jim Aslaksen, and with the Briefings editor
in chief, Joel Kurtzman, at DuPont’s corporate headquarters in Wilmington, Del. What follows is drawn from that
conversation.
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You’re talking about focusing DuPont’s resources

What are the other megatrends you are looking at?

in which you discussed the world’s megatrends — the big

around sustainability?

changes and challenges everyone faces. You tied those

Kullman: When we first started talking about this, our
employees said, well, those big trends are all very interesting, but why are we talking about them? And I said, This
is more than interesting because this is where we’re going to put our research-and-development dollars. These
are the real needs the world has, and these needs will create opportunities for growth for our company. These are
long term and not cyclical or short-term changes. These
changes involve billions of people. So, following the megatrends is about sustainability, but it is also about creating
long-term growth. And, because we have the science that
can help in each of those areas, if we’re successful, not only
will we be helping to solve some of humanity’s most difficult issues, we will also be creating growth and returns for
our shareholders.

Kullman: It’s all driven by population growth, but the
trends include feeding the world, access to energy — and
we think alternative energy is a key part of that — and protecting people and the environment. We also believe that
a very large share of future economic growth, as well as
future demand, will occur in developing countries, since
that’s where the population growth is. We have to be prepared for that, which is what we’re doing. We have research centers around the globe, including India, China32
and Brazil, and we’re focusing resources there.

Kuhlman: If a company needs to grow in order to satisfy
shareholders and create returns, then you have to understand the trends that are facing the world and how they
affect your business. Now, we don’t understand where
the world’s actually going to end up, but there are a lot of
things that are clear and one of them is that we have seven
billion people in the world now and we expect nine billion by 2050. That means we’re going to have to feed two
billion more people by 2050. These people are also going
to want access to energy — for transportation, communication and their general way of living. They are also going to need to have water, which requires energy to purify
and transport. We’re also going to have to protect people
and the environment. Today, we don’t do these things very
well, and if there are another couple of billion of us on the
planet, we’ll have to do a better job than we are doing now.
To me, these challenges represent huge opportunities for
our company.
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trends to your business. How does that link work?
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hen Ellen Kullman
became DuPont’s 19th
chief executive in
January 2009 and its
chairman later that year, she immediately
began championing what she calls “market-driven science.”

You recently gave a speech at the Detroit Economic Club
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Are people onboard with the idea of using science to address the large-scale trends you just mentioned?

Kullman: I was pleased as we came through our execution reviews last year, which are our tactical reviews, how
much of our research and development and how much
of our capital expenditures were focused on these megatrends. It was a huge number, over 85 percent. That wasn’t
because we dictated it. It’s because our people are getting
really excited. That’s what we need all of our 67,000 people
to be doing.
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Since becoming CEO, you have focused the company

You said simplifying and clarity. What do you mean by

And what about the strategic level?

around innovation through science. Isn’t that a pretty

that?

big shift for a 209-year-old company? How are you go-

Kullman: There are two levels. One is the tactical level,
which is “what do I have to get done this month.” The
other is the strategic level. Coming out of the financial crisis, we focused on the tactical level. Going into 2009, we
set a series of directives about what we had to get done
to be successful. It was a very scary year because the markets were in free fall. It affected everything except agriculture. (Agriculture didn’t have a global financial crisis.
It did fine.) So, we got into a mode of having a very clear
set of objectives, which, if we met them, we’d be successful. These objectives change every year. In 2009, it was
productivity and cash, though we never slowed down
our research and development. In 2010, it was about new
product introductions — and we had a record number
of new products introduced compared to any other year
for our company. In 2011, it is about continuing to maintain the operating leverage and revenue growth and to enhance our research-and-development efforts.
As a result of these directives, people were very clear
regarding what they had to do. My goal was to have every
person in the company see themselves in relation to these
directives. It was to have everyone connect to one or two
of them in a way that says “what I do makes a difference
for the company.” It was to have people understand that if
they are successful, then the company is successful. When
people do that, it’s very powerful.

Kullman: When we looked at the strategic level during the financial crisis we asked ourselves, Where we are
headed as a company? That was when we began looking
externally. It was when we started looking at the world
more broadly and asking ourselves how we relate to it. We
began asking ourselves how we can stay relevant to our
customers in the decades to come.

Kullman: It’s actually not such a big shift, because it’s really been occurring over a long period of time. In fact, it
seems more like the natural evolution of the company.
When I started at this company 22 years ago, it was clear
that DuPont was different from other companies because
of its emphasis on the utilization of science. It did basic research in a way that piqued my interest. Back then, it was
chemistry — breaking down hydrocarbons with catalysis — and other techniques. Today, it’s biology. That’s a natural evolution. It’s following the science. DuPont got the
portfolio of products it had — nylon, Kevlar® — using the
science of the day. But if you think how much biology has
changed over the last 30 years, and if your view is that innovation at DuPont is science based, then it’s natural for
us to be integrating the sciences of chemistry, biology, materials science and others, to create new opportunities.
Does pursuing innovation so intensely require a culture
change?

Kuhlman: To change culture, you first have to honor it. You
have to know what’s really important about it. For us, it starts
with our core values of safety and health, environmental
stewardship, highest ethical behavior and respect for people. Then, you build off of the strength of these core values.

What do you mean by looking externally?

Kullman: We have some words that relate to it. They are
inclusive innovation. We use these words to include not
only our customers in the innovation process, but governments, NGOs and of course, our own people. It means
opening the doors a little wider. For example, customers
can tell us they need Kevlar® to be processed a little differently to be right for their manufacturing systems. But unless we go into their plant sites with them and work with
them, we can’t really understand how we should change
Kevlar® so they can get the results they need.
I understand you’ve developed something called a global
collaboratory. What is that?
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ing about it?

How does that work in practice?
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Kullman: One of the things we did coming out of the
global financial crisis was to use the crisis as an opportunity to take a look at ourselves. One of the conclusions
from that exercise was to simplify the company. We created 13 businesses, instead of 22, and we took out a layer of
leadership. We also regionalized the businesses to make
sure they were closer to the customers. We used the financial crisis to take a look at ourselves and adjust so we could
respond more rapidly to the environment.

Kullman: First, it’s actually a real word. We didn’t make
it up! It’s an element of inclusive innovation. But it’s applied differently throughout the company because of our
scope. How you engage with a Brazilian food company is
very different from how you engage with an American automotive company or a Chinese solar panel company. The
point is that it is a way of working jointly with customers
and others.
Let me give you an example. We have an annual event
we call Tech Con, which used to be just an internal event
where we brought our researchers together. Now we bring
in customers and we share. As a young marketer, I re-

member going around Tech Con with a pad of paper, and I
made all kinds of notes after talking to the scientists about
all the fascinating things that were being done and all the
applications they were working on to see how it had relevance to what I was doing. I’d get all kinds of ideas —
which was one reason we shared the science across the
company. But a couple of years ago we opened it up and
began bringing in customers on the first day. We might
bring in four or five customers in different market segments, and put teams together in rooms and have them
talk together about what their issues are and what our science can do. I remember one of our customers, the head of
a food company in Brazil, telling me that at their session
that day they came up with close to 100 ideas about how
we could work together. Now, not all of these ideas will
work out, but he was really excited about it and said he’s
never experienced this type of interaction before. Later,
in the evenings, we get together and have all the companies we invited talk to our people — our researchers, our
marketers — about what their needs are. Doing this allows
300 or 400 people to get exposure to different industries.
That’s how we learn about collaborating. And, as we do it,
we find new and different opportunities to partner around
products and services to meet our customers’ needs.
Let’s talk about leading an organization that aims to be
innovative. What is the role of the leader in an organization like that?

Kuhlman: I ask myself that every morning! First, I do a
lot of communicating in large groups, in small groups,
in town meetings. I also do a lot of communicating outside the company. People watch and listen very carefully
because they want to understand where we’re going and

Why regional?

Kullman: We need to understand customers at the local
level — what their challenges are. We need to have presidents in charge of businesses who can allocate the resources we give them to create real value. And we have to
run processes to allocate those resources so that we get
clarity on what the goals are. When you create a clear strategy for the company, then all else follows. People understand what they have to do to be successful, and they understand their markets and their competition better.
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how they can participate in it. So, the leader of an innovative organization is kind of a chief cheerleader as well as
the person who holds up the mirror when things aren’t
going so well. Now, I’m a big believer in transparency and
accountability from a leadership standpoint. That means
if it’s good enough to be done, it’s good enough to be
talked about. So, I’m willing to get up and say, here’s something that we do really well and I think we should replicate it. When I do that, you wouldn’t believe how many of
our other businesses then try and figure out how to make
it work for them. I also sometimes get up and say, this is
something that I don’t think we do so great and I think we
ought to do it better. That gets activity going, too.

the next 10 years, we will be much more heavily involved,
earnings-wise, in nutrition as well as in agriculture, biotechnology, advanced materials, than we are on the performance side — chemicals. So, we’re really changing the focus of the company to areas where we think science has
a higher value and that align with the megatrends I described.

given new product. But what do you do with the costs of
the products that don’t pan out? That complicates any return-on-innovation picture you get into. That’s why we try
to keep it business centered.
Aside from being an innovator, do you have a picture of
what DuPont will look like in future decades?

Kullman: I believe that form follows function and that the
company is going to look more and more like those areas
where we’re successful with our science and innovation.
If success is what leads us, that’s great. The problem with
looking far into the future is that you don’t know what you
don’t know. We didn’t know there would be a global financial crisis, for example.
But you also have to allocate capital and human re-

Kullman: Yes. The big question is how do you get a return
on your innovation? Measuring that is the holy grail. Our
chief technology officer is trying to come up with metrics that really get at that. We use the percent of revenue
from new products. We started with products less than
five years old, and now we’re at less than four years old,
because we wanted to get up the curve fast. Last year, after we changed it to four years, we found 31 percent of our
revenue came from products introduced in the last four
years. We’re hitting our numbers, but we have to get better at it.

sources and that takes some understanding of where

What does that mean in terms of your human capital?
Will you have to bring in people with new kinds of skills?

Kuhlman: Agronomists, that’s for sure. The agriculture
side of the business is growing. In addition, what’s interesting is that there are a lot of baby boomers in the business who, in the next five years or so, will be retiring. Our
average age in the United States is in the mid-50s. That’s
the highest of any country in which we operate. So a large
share of our work force in the U.S. will be turning over.
That gives us an opportunity to add new skills. But we also
have to be mindful that the people who will be retiring
have huge amounts of information that we can’t lose.

lent showing.

Kullman: Maybe. But we still have to improve. I’ll give
you an example of how we’ve changed — metalized paste.
It is used in producing solar cells. We used to introduce a
new version every three years. Now, we are introducing
two new versions a year because the science is allowing us
to do it and because the customers are saying, “We need
this.” So the pace of innovation has changed over the
last decades, which is why our number is high —
and getting higher. But we still have to improve.

Credit

Is that same demographic transition going on globally?

Credit

Compared with many other companies, that’s an excel-

the company is headed.

Kullman: Of course. That’s why we run the processes that
we run from a strategic standpoint and from an execution
standpoint. That’s why we look at it business by business
and why we look at it in the aggregate and we ask what
makes sense and where is it all leading us. And, that’s why
we project out five years, 10 years, and ask, What does the
company look like?
But some actions can have very big impacts over
the long haul. Our recent acquisition of Danisco, again a
leader in enzymes and nutrition and health, changes the
balance. As a result, even if we make no other changes in

How do you keep in tune with the organization and
make certain you continue to learn?

Are there specific metrics that you use around
innovation?

mostly engineers. They were really excited about the kind
of work they were going to be doing. They were saying,
“Wow, what you’re doing is really cool,” because they want
to work on things that will make a difference, which is using science to solve the big issues I mentioned.

Kullman: We’re much younger in Latin America and Asia
than we are in Western Europe and the U.S. But I have to
say, when you’re out with young people, when you’re hiring, you really see that they want to change the world.
They really like the stuff we’re working on. I recently gave
the commencement address at Lehigh University, where
we hired about 10 or 12 people out of the graduating class,

Kullman: It’s easy to get isolated in the job. So, you have to
get out and you have to interact with your peers at various
organizations. But it’s also about getting out of the big cities and going into the smaller cities and rural areas where,
in agriculture, for example, the real stuff is going on. I was
just in India and instead of the standard visits to Mumbai, Delhi, or even Hyderabad, where we have a major research center, I went up to Amritsar, in the Punjab region,
which is a big agricultural area. I went into villages and
spent time with farmers, individually and in groups. I also
went out into the fields. When you do that, you come back
with a totally different perspective than if you’re in a conference room in a hotel or office building in Delhi talking
about what the needs are in India. It’s logistically challenging to do that, and it takes time, but it’s important.
You also have to talk to your channel partners; you
have to talk to the farmers themselves. I think you have
to see how our insecticides are being sold, for example, in
tiny little packages instead of in big cans. These areas are
very different from North America, where it’s production
agriculture. And yet, we need to be equally successful in
these areas. So getting out and seeing what’s going on is
important because then I can understand when someone
on our India team comes in. I know what the conditions

DuPont invented the modern business model
in the 1920s. Back then, it was probably the
first company to look at returns on equity and capital.
Are there return on equity models or capital models for
innovation?

Kullman: You can understand it on a granular basis, but
when you take a broader view of a company like ours you
have to ask if it’s relevant. So we look at absolute returns
on the businesses because, after all, they manage their
portfolios of products and they manage their markets and
applications. So, they need to do things that keep their returns up. And we certainly understand the returns on any
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You said it’s easy to get isolated. How do you prevent
that from happening inside the organization?

Facebook

T
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BY glenn rifkin

he social media phenomenon is still shy of its 10th anniversary, but its

impact on society in general and business in particular has been remarkable. Fueled by the steadily increasing popularity of Facebook, YouTube,

Twitter, LinkedIn, blogging, texting and wave upon wave of apps for smartphones, social media has quickly morphed from a youth-oriented curiosity
to a corporate imperative.
Perhaps nothing demonstrated the power and scope of social media

Credit

Kullman: We run an office of the chief executive, which
includes the top seven people in the company. It’s the CFO,

Selling Stuff
With

head of human resources, legal, the three executive vice
presidents who run the businesses, and me. I started out
as CEO by saying to the group, that each of you has your
role in the organization, but in this office, you have to be
an enterprise thinker. As such, you have to think for the
entire company, not just your area. From my own perspective, I have taught myself to sit back and listen and
not always weigh in. Of course, if someone wants to know
where I am on a subject, I’ll tell them. I don’t play games.
But I really and truly need to know where they are and
why. I think we make better decisions if we get everybody
to discuss the elephant in the room as opposed to wondering why the elephant is sitting in the corner. That’s a
process that we’ve gotten a lot better at. We’ve even utilized behavior processes that we started using in our production system and we run them in our office. One segment of that process is called “mind-set of behaviors.” The
premise is that if you create an environment where people
feel they can bring their whole selves to the table to help,
then you’ll get a lot more done than if people feel intimidated or don’t like something else in the environment.
So we’ve trained ourselves around a set of behaviors and
around some mind-sets. We put the entire office of the
CEO through these processes, including me. I think it has
helped us create a better dialogue and better ways to get issues on the table faster. And I think that’s helped us with
our decision making.
Another thing I do to stay in touch is have a small
meeting two or three times a month with 10 to 12 people.
We do different cuts — middle management, cross organizational, and so on. For the first 15 minutes, I talk about
where we’re taking the company. Then, the next hour
and fifteen minutes is all about asking me questions. And
we never end early. There’re no questions that are out of
bounds and nothing that’s going to be reported back to
anyone’s boss. I get great insight from these meetings.
And I also have questions for them. So, we get into a dialogue and I find it helps me reinforce the message about
where we’re going as a company. It helps them understand
it, too. They can also be quite blunt about things. They’re
not shy. They’ll say: “I don’t understand why you made this
change. I liked how my job was before, and now it’s different and I don’t understand why that’s the case.” So we
talk about it. And I talk about what I saw getting done and
what I didn’t see getting done.
There are a lot of things you can do to get a dialogue
going and help create engagement. The more engagement
and dialogue you have with the teams, the more likely
you’ll get to the right questions and the right issues and
the right decisions. When that happens, it’s powerful.

The Korn/ferry insTiTuTe

James Turner

really are. In addition to getting out, I also read — mostly
articles and magazines, sometimes books in an area of interest. Agriculture, for example, was an area where I didn’t
spend a lot of time earlier in my career and I had no firsthand experience when I became CEO. As a result, I had to
immerse myself in the field to get my knowledge level to
the right place so I could understand the challenges.

more than Barack Obama’s successful 2008 presidential campaign. There is
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was integrated across the entire organization.
The results were staggering:
• Obama had more than three million friends on Facebook.
• The MyBarackObama.com Web site drew 8.5 million
monthly visitors, and there were 400,000 blog posts that resulted in 2 million profiles. The site helped generate 35,000
volunteer groups that held 200,000 offline events. More than
70,000 fundraising hubs raised $30 million.
• The email list consisted of 13 million people who received 7000 variations of more than 1 billion emails.
• Three million online donors contributed 6.5 million
times.
• There were nearly 2,000 official campaign YouTube videos that were viewed more than 80 million times for more
than 14.5 million hours, plus more than 440,000 user-generated videos. The 14.5 million hours of free air time was the
equivalent of nearly $50 million in paid television advertising.
• Three million people signed up for the text messaging
program, and each received five to 20 texts per month.
Obama won 70 percent of the under-25 year old vote,
and most pundits believe he would not have won without the
Internet and social media. The resulting landslide victory for
Obama set off a wave of media reporting about his brilliant
use of social media. And, it also forced every major corporation to sit up and take notice of the power of these new tools.
“Almost every corporation of any size, say over 1000 employees, is doing something in social media,” said Paul Gillin,
a social media consultant and author in Framingham, Mass.
“Eighty percent of companies have some kind of social media
presence, but probably only 20 percent are doing it well.”
Other than the usual early adopters, most organizations
have always moved slowly in embracing new trends, especially in the technology era. What is the return on investment
for social media? Will it have a positive impact my brand?
How do we get started with something that will have a positive impact? These are questions that are still being asked, according to Gillin.
“We’re in the ‘hair on fire’ stage right now,” he said.
“There’s been the realization ‘Oh my god, we have to do something about this because it’s not going away.’ And so most

James Turner

no argument that Obama’s deft incorporation of social media and the Internet into his campaign efforts made a significant difference in fundraising and in the outcome of
the election. His team was prescient enough to integrate
online activities from the outset, not just as an add-on but
as an essential weapon in the campaign. The online team,
many of whom had worked for Howard Dean in 2004, was
brought together early. The head of social media, then-24year old Chris Hughes, a co-founder of Facebook, reported
directly to Obama’s campaign manager, and social media
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companies consider it an extension of the marketing department and hand it over there as the way to do it. ‘Let’s hire
some kids out of college to handle Twitter accounts for us
and set up a blog as a press release channel.’ From my perspective, this isn’t a good way to do it.”
In fact, Gillin said, using social media as just another way
to “push out a message” is missing the potent competitive advantage that social media offers. “This is about engaging in a
relationship with people who want to have a relationship with
you and you want to have a relationship with them,” he said.
Companies are emerging with new, viable social media
campaigns every day. In May, 2011, for example, Tupperware
Brands Corporation announced a full-blown social media effort intended to carry its vaunted brand into the 21st century.
The “Chain of Confidence” campaign, based on a unique Facebook page and Twitter account, is intended to introduce a
new generation of women to the Tupperware brand and to
make them aware that Tupperware no longer sells just food
storage containers but also cookware, cutlery and other lifestyle products.
The campaign features all manner of content on the
brand’s Facebook page, including video clips, blog posts and
motivational tips from celebrities such as singer Kelly Clarkson. Given that Tupperware is legendary for its direct selling
prowess, with generations of women having hosted in-home
Tupperware “parties,” this effort is built on Gillin’s concept of
relationship building with a trusted brand. In an article in
The New York Times, Elinor Steele, Tupperware’s vice president
for global communications and public relations, explained
that Tupperware had been dabbling at the edges of social media but “now, we’re getting serious about it.” She said that the
social media campaign is intended to become “an interactive
community and destination” for Tupperware sellers and buyers. “It’s about moving from brand awareness to
helping people become brand advocates,”
Steele told The Times.
And there are many examples of
companies that have already established
successful track records using social media. Here are several standouts:
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Ford Motor Company

W

hen Scott Monty, Ford’s head of social media,
joined the giant automaker in July 2008, Ford had
dabbled in the various components of social media
but had no overall strategy and no one leading the effort across
the corporation. Having come from a tiny consulting firm,
Monty, who had established himself as a social media expert
and widely read blogger, readied himself for serious culture
shock at the old rust-belt automaker. Instead, he found an atmosphere far more akin to a high-tech startup where people
were jazzed up about the quality of the products and new CEO
Alan Mulally’s vision for the company.
In a vast corporation, with $120 billion in sales and more
than 165,000 employees, Ford had been a disjointed organization made up of countless business silos. When Mulally left
Boeing and took over Ford in 2006, he made it clear that his
mission was to create a united Ford focused intently on profitable growth. The One Ford plan became the corporate mantra and the foundation for Ford’s future, and Mulally wanted
the world to be privy to the company’s reinvention via all media channels.
Monty understood from the outset that social media is
not intended to replace Ford’s traditional marketing efforts.
In 2010, Ford spent more than 25 percent of its vast marketing budget on social media. Social media has become a significant and potent new marketing channel for Ford, and the
company has aggressively embraced all social media platforms, including Facebook, Twitter, YouTube and Flickr. According to Gillin, Ford’s multiplatform integration is among
the most sophisticated social media efforts he has encountered. The company’s flagship Web site, The Ford Story (www.
thefordstory.com), is a gateway to the company’s multiple social media offerings.
Because automakers sell through dealers rather than
directly to consumers, the ultimate goal is to create as
much enticing visibility of its brands as possible. This
two-way relationship is a sweet spot for social media,
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In a world where bad news travels around the globe in a mouse-click,

and Monty has orchestrated several major campaigns built
on social media platforms.
For example, when Ford was ready to introduce an entirely revamped version of its flagship SUV, the Explorer, in
July 2010, the company abandoned its traditional unveiling at
a major auto show and opted instead to introduce the entire
campaign on Facebook. The 2011 Ford Explorer was introduced simultaneously in eight major cities and with its own
Facebook page. “We had a bigger impact than a Super Bowl
ad,” Monty said. “And it wasn’t just about the big event; it continued indefinitely to interact with fans on the Facebook page.”
The Explorer Facebook page incorporated video, live
chats with Ford executives, photos, blog comments and Twitter posts. According to Monty, the event spawned 99 million
social media impressions on the day of introduction and
more than 400 million impressions across the Internet. A
half million unique visitors went to the Ford.com Web site,
and Ford was the No. 1 trending topic on Twitter and the No. 2
trending topic on Google for the day. “And that was a day
when Lindsay Lohan was being admitted to or released from
a rehab program,” Monty said.
Ford also used social media to introduce the European
version of its Ford Fiesta in the United States. Ford gave cars
to 100 enthusiastic digital influencers for six months. The
mandate was to flaunt the fact that they were the only people
in the United States with the car, and they used social media
to get out the message. Each driver had to create a video each
month about the experience. They blogged and tweeted about
the experience, and the results were impressive. According to
Monty, there were tens of millions of Twitter impressions
and YouTube hits, and 132,000 people visited the Web site
and checked a box that requested that they be notified by a local dealer when the Fiesta became available.
In the long run, Ford is hoping that by humanizing the
company with social media, it will achieve the cachet of cool
brands like Apple and Google, and attract a new generation of
younger buyers who likely had never owned a Ford. “We know
that we are making great cars, but the way that we talk about
them and market them is just as important as having great vehicles,” Monty said. “To younger customers who watch what
we do and how we do it, this will be the tipping point to get
them to go see for themselves.”

Dell Computer

I

n a December 2010, press event, Michael Dell, founder and
chairman of the $53 billion computer giant, introduced
Dell’s glistening new Social Media Listening Command
Center in the company’s Round Rock, Texas, headquarters. A
team of social media specialists now track roughly 25,000
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Dell-related “conversations” in 11 languages every day from
the entire spectrum of social media, including Twitter, Facebook, the blogosphere and other online sources. In so doing,
Dell knows both the good and the bad being said in real time
about its products and services and, most important, can respond proactively.
“The Command Center becomes a systemic early warning system for Dell,” said Manish Mehta, Dell’s head of social
media and a 16-year Dell veteran. “It provides a companywide
view, and we can listen to all the conversations that are happening across all of our products, categories and brands.”
Dell can now engage its customers immediately, quickly
address complaints and dissatisfaction, encourage admirers
and be an active part of every conversation about its brands.
And in a world where bad news travels around the globe in a
mouse-click, the ability to track and respond instantly is a
huge competitive advantage. “It’s become a wonderful tool
for us,” Mehta said. “We can step back and make sure we have
the right conversations, the right engagement and practices
around listening. We’re now looking to deploy these command centers in different locations around the world.”
Few corporations have embraced social media as effectively as Dell. One of the first companies to take its business
model online, Dell has long embraced a digital relationship
with its customers. But its social media efforts ramp things
way up. The goal is to imbed social media across the fabric of
the entire company, with its 103,000 employees around the
world. Mehta said that Dell’s commitment to listening intently to its customers dates back to Michael Dell’s days of
selling personal computers directly to customers from his
dorm room at the University of Texas.
In fact, Mehta launched the company’s first online community forum in 1997. He was amazed to find truck drivers,
lawyers and casino pit bosses solving problems and sharing
computing insights with each other at all hours of the morning and night. “It taught us a lot about the wisdom of crowds,”
Mehta said. Noting that people were eager to connect and
help each other out, Dell began to formally embrace social
media in 2006. Due to its viral nature, social media was already alive and well deep within Dell’s inner circles. Grassroots efforts were everywhere, tracking how viral videos
work, how Facebook pages played, and what the responses
would be on Twitter.
Eventually, Dell realized that this “anything goes,” “Wild
West” approach needed some active governance, and Mehta
set out to put some order into the chaos. Now, every corporate function, from sales to customer support to HR, is able to
leverage social media. For example, in the product development organization, problems with new products would nor-

The Korn/ferry insTiTuTe

James Turner

the ability to track and respond instantly is a huge competitive advantage.

mally take weeks before enough feedback reached the company to set off a reaction and mobilize a response.
Today, the product organization has its own team dedicated to doing nothing but listening via social media, which
changes the landscape dramatically. They track early adopters
and read tweets, blogs and social network postings and know
immediately whether problems are surfacing. Responses can
happen in real time rather than weeks or months later. This
is especially useful in Dell’s B2B space. “Social media is not
just a consumer play,” Mehta said. “There’s a huge business
play as well. We have to train parts of our organization to acknowledge that.”
Mehta convenes a Social Media Leadership Council every
Friday, and representatives from 18 different corporate functions across the company attend. There is a healthy sharing of
best practices, and Dell has even established a Social Media
University for its employees. Already, 14 classes are taught
and more are on the way. To become an official Dell blogger or
tweeter, an employee must pass a minimum of four of the
courses to be certified. The company has also reached out to
the vast customer community, to both advocates and detractors, and brought them to its headquarters to discuss Dell’s
efforts. Nothing defuses an angry blogger better than a personal visit, open conversation and a willingness to listen on
the part of the company. One blogger, already a Dell advocate,
was so overwhelmed by her visit that she lobbied for a job
with the company. She is now one of Dell’s chief bloggers.
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Though most companies have yet to quantify social media’s return on investment, Dell believes ROI is critically important. In fact, Mehta said he has an entire team dedicated
to tracking social media’s payback. Using sophisticated software and algorithms, Dell tracks how its customers click
around on its Web site and whether social media efforts catalyze sales. “We now have science that starts to trigger on customer behavior in the B2B space,” Mehta said. For example,
Dell tracked a long-time customer who had never purchased
any of its EqualLogic storage products and noticed that he or
she had been clicking repeatedly on the support content offerings on the Web site. This activity suggested that the customer might be considering a large purchase and was deciding between Dell and a competitor. Dell’s sales group
mobilized to reach out to the customer but before they could
get there, the customer had purchased an EqualLogic product.
In the hypercompetitive global economy, the ability to
anticipate customers’ needs and desires via social media is fast
becoming table stakes to the game. “That period of time when
you ignore or don’t respond to a customer can have a huge ripple effect,” Mehta said. “I worry about brands that are ignoring
that medium because the negative ripple can be sizable.”

Indium Corporation

F

ew people outside its niche industry have heard of Indium Corporation, a small, privately held developer,
manufacturer and supplier of specialty alloys and solders
based in Utica, N.Y. But under the direction of its brassy
marketing communications director Rick Short, Indium has
embraced social media so effectively that it has changed the
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Learning to Love Your Scissors
It might be hard to believe that a company founded in

timers, dubbed Fiskateers, encouraged other women to

1649 could become a social media success story, but

join an exclusive Fiskateer club and become members

that is exactly what happened to Fiskars, the Finnish

who could exchange ideas and designs.
By mid-2008, the response overwhelmed Fiskars.

maker of high-quality scissors and crafting equipment.
According to the social media consultant Paul Gil-

4,200 women had signed up. A blog by the four original

forts, the Finnish company had grown frustrated in

members flourished and within a year, “sales of Fiskars

2008 that sales of its famed orange-handled scissors

supplies in stores that had been visited by a Fiskateer

(which are in the Museum of Modern Art) had slowed in

more than tripled,” Gillin wrote. “Online mentions of

the United States. Shelf space in big box retailers was

Fiskars products increased sixfold.” If a nearly 400-year-

becoming more limited, and Fiskars realized it needed a

old company can embrace social media and win, any-

way to spice up its emotional connection to customers

one can, Gillin said.

in the United States.
Fiskars’s marketing people decided that scrapbook-
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The Best Advice

ing was a popular hobby upon which it could build a

So what should those organizations that are still para-

new campaign. But it needed to find out more about

lyzed by indecision do about social media? Despite the

who its customers actually were. Fiskars hired outside

noise, social media remains in its earliest stages of ac-

consultants to track social media conversations on the

ceptance. Doing nothing, however, is no longer an op-

Internet and create a strategy.

tion. Gillin offered some practical advice:
Start by listening … to your customers, employees

Instead of the expected baby-boomer audience,

and business partners.

the research showed that it was actually Generation Y

Understand that this is a two-way medium. Mar-

— younger — women, who were the more passionate
scrapbookers. The company used its Web site to engage

keting has historically been a one-way experience be-

this group and hired four young women on a part-time

cause it was the only game in town. But the game has

basis to use blogs and social media to encourage others

changed.

to share their passions with one another. The four part-

Don’t try to do everything. Do what makes sense
for your customers. “The most common request I get is,
‘We have to have a social media strategy.’ ” Gillin said.
“My response is, ‘Why? Do you have a hammer strategy?’ These are tools; use them as they make sense.
Don’t go into this with the idea that you have to use social media. Go in with the idea that there are business
results you want to achieve. Social media may be one of
the tools to help you do that.”
Respond. People expect a response. If you are in
for a penny, you are in for a pound. You cannot avoid
paying attention to what people are saying, good or bad.
Understand the social media etiquette. Don’t do

James Turner

anything via social media that you wouldn’t do at a

James Turner

culture and driven the growth of this obscure but dynamic
company. With 600 employees in 10 facilities, Indium is a
science- and engineering-driven operation, and its materials,
such as dipping paste and wave solder, are critical in the manufacture of circuit boards for everything from cell phones to
jet aircraft.
Connecting with its customers, who have countless technical questions and comments, is a key facet of Indium’s marketing efforts. For Short, who has been with Indium for 27
years, social media, specifically blogging and videos, seemed
like the perfect medium to find and attract new customers. In
2005, believing he could not take his company “into the
murky depths” of social media without a personal understanding of the environment, Short began his own blog. He
blogged about his own life, learned the subtleties of the medium, how to post, how to add photos and video and became
facile with the tools.
“As leader of our company’s foray into social media, if I
couldn’t walk the walk, nobody would follow,” Short said.
“We started out with the intent of being the leader in this
space. There was no value in being No. 3.”
In 2006, Short began to identify internal candidates to
become the company’s official bloggers. He recruited a group
of 15 engineers and focused, not on blogging, but on how
they might strengthen sales. “Social media is simply a tool,”
he said. “We’re not bloggers; we’re business people.”
The engineers he chose had the credibility with custom-

ers that made them perfect bloggers. “In our field, we are
technologists selling to technologists,” he said. “Many of our
customers have advanced degrees in science. You are not going to fool them with spin and slick photos.”
Short’s blogging corps were the “go to” people in their
respective fields, but most were quietly obscure geeks who
toiled in the shadows. “These were the guys who are developing new chemical products and processes, and they are building and servicing these processes,” Short said. “What could be
cooler than these people, especially in the eyes of our target
customers?”
Not everybody bought into the concept. Some of the company’s top engineers refused to participate. Dr. Andy Mackie,
a global product manager in the semiconductor and advanced
assembly materials area and a company star, actually tried to
discourage others from participating because he didn’t believe it was a good use of his time. Short was undaunted.
In time, Short and his team of bloggers had a page on the
company Web site called “From One Engineer to Another,”
and they were posting 73 blogs in six languages. The blogs,
with such esoteric titles as “The Limits of Aqueous Flip-Chip
Cleaning” and “Heat Spring Thermal Interface Video Release,”
incorporated keyword search engine optimization, which ensured that Google searches would feature the blogs. Staff volunteers wrote entries about these topics using a defined set of
keywords aimed at getting prospective customers’ attention.
“If a customer is Googling something and they find you
and come to respect you via online media, they will trust you

Instead of the expected 200 members, more than

lin, who wrote a case study of Fiskars’s social media ef-
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semiformal cocktail party. Remember this is a
conversation with your customers; being deferential, courteous and respectful is essential.
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plied, “No, but I read your blog.” “That kind of floored me but
also confirmed that we had something useful here,” Mackie
said. “Blogging has become a crucial part of my marketing
toolkit, a 24/7 store of technical credibility for me and my
company.”

I

Procter & Gamble’s Old Spice

t isn’t easy to take a 73-year old deodorant brand and turn
it into an overnight social media sensation, but in February 2010, Old Spice set off a viral marketing wave that quickly
became the envy of every consumer products manufacturer
in the world.
What began as a conventional television ad for Old Spice
Body Wash on the 2010 Super Bowl broadcast transformed
into a viral YouTube hit that became the No. 1 all-time mostviewed sponsored channel on YouTube. The humorous and irreverent commercial, featuring actor and former NFL wide
receiver Isaiah Mustafa, was called “The Man Your Man
Could Smell Like,” and it emerged as one of the 2010 Super
Bowl’s most admired ads in a crowded field.
The Old Spice brand, a part of the Procter & Gamble

James Turner

and contact you and that is where the sales process begins,”
Short said. And the numbers told the story. In 2009, with
blogging in full swing, sales leads increased by 600 percent
from the same quarter in the previous year. In 2010, the blogs
generated more than 11,000 sales leads, which might be an
insignificant number for a large consumer products company
but is transformational for a company the size of Indium.
“We’re getting a great payback on this, and we wouldn’t do it
if it wasn’t rewarding for us,” Short said. “These leads are selfqualified, highly qualified and urgent. It’s a dream come true.”
Among Indium’s most influential bloggers: Dr. Andy
Mackie. After his initial skepticism, which was based, he said,
on his early impression that the word “blog” brought up impressions of “spotty teens talking about their favorite bands
in bad grammar,” Mackie decided to test the concept with
some ideas he wanted to share with others. He wanted feedback and challenges to his assumptions.
Having built a small but devoted following, Mackie felt
the power of blogging on a customer visit to Malaysia two
years ago. One of the customer’s senior engineers came up to
him and said, “Hello Andy.” Having never been to Malaysia
before, Mackie asked if they had ever met. The engineer re-
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mega-brand empire, got the kind of bump that marketers can
only dream of, and sales of Old Spice body wash and deodorant soared. The commercial became a YouTube, Twitter and
Facebook phenomenon, especially with the 15- to 34-year old
male demographic that it was targeting, and Old Spice realized it had an opportunity to marry conventional marketing
efforts with social media to take the brand to new heights.
“We had 15 million views on YouTube,” said Michael Norton, communications director for Old Spice. “People were using the ads as social currency with friends, and we had the opportunity to see how a popular culture phenomenon got
started.”
Taking advantage of the reaction on Facebook, Twitter
and YouTube, Old Spice and its advertising agency, Weiden +
Kennedy, launched a second phase of the campaign in July by
creating an interactive session with Mustafa answering questions that came via social media outlets. In responding to selected questions from bloggers, the media and celebrities
such as Ashton Kutcher over a two-day period, Old Spice created 186 personalized videos in real time featuring Mustafa
as the Old Spice Man.
On July 16, 2010, Old Spice had eight of the top 10 mostpopular videos on YouTube, which was unprecedented. But
that was just the beginning. On July 18, nearly 95 million
views of the Old Spice campaign set off a streak of unparalleled popularity and Old Spice became the No. 1 all-time
most-viewed sponsored channel on YouTube. Old Spice also
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had more than 80,000 Twitter followers and a Facebook fan
base numbering 630,000, increases of 3,000 percent and
2,000 percent, respectively. Traffic to OldSpice.com soared by
300 percent. “He took over the Internet,” Norton declared
about Mustafa.
This frenzy translated into the doubling of sales of Old
Spice body wash and antiperspirant, according to Norton,
and allowed Old Spice to overtake Unilever’s AXE product as
No. 1 in the marketplace.
For Old Spice, the experience illuminated the power of
integrating conventional marketing with social media. “The
ability to have a two-way conversation with a customer and
create an affinity for the brand is what this is about,” Norton
said. The days of brands “talking at you” are over, he added.
With social media, “You self-select as a consumer. You go to
the sites you like and not to the others. People are now interacting with the brand.”
Sustaining this conversation requires one other critical
factor: great products or services. Social media is a learning
experience on so many levels, Norton pointed out. “So many
great brands get you to try something, but if you can’t deliver on the promise, people won’t come back.”
Glenn Rifkin has written for The New York Times, Fast Company, Strategy
+ Business, and many other publications.
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Sam Adams
Plays it
(They Add a Dash of Analytics)
By Lawrence M. Fisher

COOL
Beantown Brewer keeps its edge with cold storage
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BY lawrence m. fisher

or decades, graduate students at MIT’s
Sloan School of Management have
played The Beer Game, which involves
no drinking but shows how small fluctuations in demand ripple through a
multi-tiered distribution system, causing booms and busts, overstocks and outages.
An MIT institution, the game has stumped
thousands of clever players over the years.
Now Jim Koch, a Harvard man — B. A., MBA,
J.D. — is rewriting the real-life beer game,
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oward that end, Koch is asking wholesalers to reduce
the beer in their inventory from a month or two to
just five days, and to keep it all refrigerated. Instead
of estimating their needs and placing orders for 30
to 60 days ahead, participating distributors report
their daily sales to Boston Beer, which supplies just enough
each day to fill in their five-day supply. The concept is simple,
the benefit to the beer drinker clear, but the execution is challenging, and the costs significant.
“By the end of the day, they know what their orders are
for tomorrow,” Koch says. “They load the trucks overnight
and ship it out. By five or six tonight, we’ll know what they’ll
need tomorrow, so why not send them a truck on Thursday
for what they delivered on Wednesday? Why not just replenish their inventory rather than using them as a buffer warehouse to stockpile inventory?”
One reason why not is that Koch’s system pushes inventory costs back into the brewery, which can no longer book
the beer in the distributor’s warehouse as sales. Initiation of
the program resulted in lower shipments in 2010 of approximately 50,000 case equivalents. Distributors faced the cost of
adding or reactivating unused cold storage, but that was offset by the reduction in their warehouse space and the carrying cost of the excess inventory. The big costs were all on
Koch’s end.
“Financially, it’s a real problem for us,” he said. “We have
a big hit. It’s something like $15 million of profit that I have to
give up.”
That’s just in 2010, when the program was piloted with
five distributors. If Boston Beer successfully executes its
Freshest Beer Program for 50 percent of its volume in 2011,
the company expects that shipments growth would lag depletions growth by approximately two percentage points. Shipments are the brewer’s sales to wholesalers; depletions are
the wholesalers’ sales to retailers. So why do it, and why aren’t
shareholders up in arms?

the leading craft brewer because we put
the beer first. We do what’s right for the
beer, and the business will take care of itself. It always has.”
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“We
became

tive he calls the Freshest Beer Program.
“The three-tier system exists,” Koch says in an interview
at Boston Beer’s research brewery in the Jamaica Plain neighborhood of Boston. “Just like you need rain and sunlight to
grow hops. You can’t just shake your fist at the sky. Distributors want to sell beer; they want to make money. They’re good
people, trying to run a good business. Assume that, and build
on that.”
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upending the rules that have governed beer sales since the repeal of Prohibition. Koch is the founder and executive chairman of The Boston Beer Company, the nation’s largest brewer
of craft beers, defined as beers brewed without adjuncts such
as rice or corn, for distinction and flavor rather than mass appeal. Since its founding in 1984, Boston Beer has pursued a
straightforward strategy: make its Sam Adams brand the
most consistently high-quality beer on the market. That has
worked out pretty well: Though Boston Beer has less than a 1
percent share of the total U.S. beer market, it has a 20 percent
share in craft brews, the industry’s fastest growing segment,
and is nearly three times the size of its nearest competitor.
But good tasting beer is fresh beer, and here Koch’s simple
strategy runs headlong into the three-tiered distribution system that is one of the lasting legacies of Prohibition. By law,
producers of beer, wine and spirits must sell to wholesalers,
who in turn sell to retailers and restaurants. To avoid out-ofstocks, as in MIT’s Beer Game, wholesalers keep a month or
two of inventory in their warehouses, at room temperature.
Unlike wine, beer deteriorates with age, and that deterioration
is accelerated at temperatures above 33 degrees Fahrenheit.
Many producers curse the three-tier system — and the
lobbyists who help keep the law on the books — for enriching
an unnecessary middleman at their expense. The National
Beer Wholesalers Association maintains the nation’s thirdlargest political action committee, and since 2000, it has donated $15.4 million to candidates for federal office. Producers
call it wholesale robbery, as in a recent op/ed piece in The
New York Times, among more printable terms.
But Koch, who spent several years at the Boston Consulting Group (B.C.G.), frames the issue differently. He sees it as
an exercise in supply chain management. Just as he once
counseled Detroit automakers to adopt the lean manufacturing principles practiced by the Japanese, he is now working
to turn the beer distributors into his partners, with an initia-

“I’m the controlling shareholder,” says Koch. “At the end
of the day, it’s the right thing for the beer. I think everyone involved with the company understands that we became the
leading craft brewer because we put the beer first. We do
what’s right for the beer, and the business will take care of itself. It always has.”
Koch is soft-spoken, his voice familiar from the homespun radio spots he has broadcast over the years, and he
dresses more like the Outward Bound counselor he once was
than the typical corporate executive. He drives a seven-yearold Honda Accord with hop leaves littering the trunk. But he
is also a persuasive speaker, and when he presented the Freshest Beer Program to distributors, many were ready to listen.
“The program was explained to us, and it’s become one
we wholeheartedly embrace,” said Joe Salois, owner and president of Atlas Distributing in Auburn, Mass. “If he gets it
right, the headline will be ‘Beer Game Rules Changed.’ If he
gets it right, it’s pretty phenomenal. We’ll have extremely
fresh beer; we won’t be carrying excess product; the product
will be stored cold and get to the consumer quicker. From a
practical standpoint, it takes the ordering process out of our
hands and puts it in the hands of Boston Brewing. It’s a new
way of doing business.”
It is also a step few competitors will be willing or able to
copy. “He’s tried to create both a win-win and a competitive advantage for Boston Beer over other suppliers,” said Ben Steinman, publisher of Beer Marketer’s Insights. The cost is considerable, “but they will become a favored supplier, because the
distributors will make more money; they will have fresher
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beer out there, and it’s something that can’t really be duplicated because it would cost the majors so much more to do it.”
Tom Pirko, managing director of the beverage industry
consultancy BevMark, said that Boston Beer and other craft
brewers are now assuming the leadership of the beer industry the way Starbucks, Peets and other specialty coffee roasters took on the giants in that industry.
“Everyone is now lurching toward a new marketing paradigm that is for the first time aimed at distributing beer in
the marketplace beyond flogging Bud Lite,” Pirko said. “Jim is
really forcing the kind of change that will make them more
productive, helping them rethink the way they do business.
He’s probably helping them to grow.”
As a consultant, Koch used to tell clients that you only
had a business if you could do something better or cheaper
than the competition. As a brewer he knew he could never be
cheaper than the big established players, so all of his strategy
and analytics are focused on how to be better. In 1988, he became the first brewer in America to put freshness dating on
the bottle, and Sam Adams very rapidly became the country’s
best-selling craft beer. That move results in $4 million in returned beer each year, but it differentiates the brand. The
Freshest Beer Program takes the concept further.
Beer degrades with time and temperature, the exogenous factors that cause the loss of fresh flavor and taste. The
rate of degradation doubles with every 18 degree Fahrenheit
rise in temperature. So from 32 degrees to 50, twice as much
deterioration is happening; at 68, it’s four times as much; at
86, 8 times. Boston Beer modeled the normal path of beer
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consumer stockholders, who comprise about a third of the
stockholders, still hold their 33 shares of common stock. It’s
been a good investment: The 33 shares each purchased cost
$231 then, but are worth about $3,036 today at recent closing
prices.
With that kind of return, investors are more inclined to
view Koch’s innovations in production and distribution as
the added value they actually are in the long term, rather than
the added cost they appear to be on the quarterly earnings
statement. That same calculus has informed Koch’s strategy
since he started the company in 1985.
Koch hadn’t gone to Harvard in order to follow his father, grandfather and four earlier generations of oldest sons
into the beer business. But after six years at BCG, he realized
he no longer wanted to be a consultant and did not want to
work for a large company.
“I knew about brewing.” Koch said. “The epiphany was
thinking about it from the consumer’s point of view: that you
couldn’t get a great glass of beer in this large and wonderful
country of ours.” The major brewers produced insipid “fastfood” beer, imports were often stale and skunky, and the few
early microbreweries were inconsistent. “I knew I could
make the best beer in America and give it to people fresh.”

W
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alette led the team at the investment bank Hambrecht & Quist that took Boston Beer public in 1995. It
was an unusual offering because Koch insisted on
making shares available to consumers, in addition
to the institutional investors that usually buy most
IPO stocks. So he added neck hangers to Sam Adams bottles
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groups, and to the broader trend toward eliminating middlemen that has only been accelerated by the Internet.
“People love to bash the three-tier system, but if it goes
away that’s a plus to the big brewers and a detriment to the
small ones, because they could never duplicate it,” said JeanMichel Valette, a member of Boston Beer’s board. “So he’s actually looking at ways to make it more viable, which is another kind of leadership. Jim strongly values his
independence, and that independence has actually been of
great value to the company. He’s the beacon of focus on the
long term, and you can’t argue with the results: He’s created a
lot of value for people.”
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from brewery to consumer and gauged the expected temperature for every day in that process.
“The bottom line was that about 70 percent of the degradation happened in the wholesaler’s warehouse,” Koch says.
“You could immediately eliminate 90 percent of that 70 percent by keeping a week’s worth of beer in the cooler.”
Nevertheless, the $15 million profit hit caused some consternation in the financial community, not to mention the
additional costs Boston Beer faced for adding fermentation
tanks to store the unshipped beer and sophisticated new I.T.
systems to keep the whole process on track. While “just in
time” inventory practices have become increasingly important to manufacturers in the past decade, no one in the beer
industry had ever done anything like this, Koch said. “It is a
complete reinvention of the beer supply chain, and we do it
for one reason. It’s what’s best for our beer.”
It is also good for the supply chain. Lost in the producers’
whining about wholesale robbery is the fact that distributors
also are vulnerable: to political pressures from consumer

with a 1-800 number at which consumers could order a prospectus, and more than 100,000 customers mailed in checks
totaling $50 million. With only $10 million in shares allotted
to Sam Adams customers, the bankers had to return $40 million, but an idea was born.
Bill Hambrecht, founder, chairman and C.E.O. of the investment bank, said Boston Beer provided the prototype for
the Dutch Auction offering he later orchestrated for Google’s
initial public offering (I.P.O.).
“Traditionally, the investment bankers claimed that all
this demand was [from] flippers,” Hambrecht said, referring
to investors who buy a stock for the short-term bounce after
an I.P.O. “But we tracked it and found that after a year, more
than half the shares remained with these investors. We asked
ourselves, was this a one-time phenomenon or is this a real
way of doing I.P.O.s? So we looked at it and said, how can you
have a method of allocation that’s fair, and that’s how we got
to the Dutch Auction.”
Remarkably, after 15 years, nearly 9,000 of the original
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hile New Albion, Sierra Nevada and other pioneering craft brewers began as scaled-up home
brewing operations, with the owner serving as
C.E.O., C.F.O., brewmaster and bottle washer,
Koch structured Boston Brewing differently.
With the family recipe in hand, he contracted early production to large breweries with extra capacity. With his father’s
industry connections, he approached the acknowledged master brewmaster of the day, Joseph Owades, the inventor of
light beer. Not able to afford Owades’ salary, he gave him a
2 percent stake in the fledgling company, which would be
worth about $24.4 million today.
Koch could make consistently good beer from the outset,
but he faced another immediate problem. Boston Beer was so
small that none of the established distributors would bother
with it. Massachusetts law permitted Koch to distribute the
beer himself to bars and retailers within the state, which he
did with his old station wagon, but he had broader ambitions.
To entice the distributors to carry his tiny brand, he created a
dedicated sales force to sell the beer. All the distributors
would have to do was deliver it.
“From the very beginning, I didn’t view other craft brewers as competitors,” Koch said. “My competition was ignorance and apathy: people who didn’t know or care about beer.
If I could make people knowledgeable, I would have drinkers,
so we put out the best-trained sales force in the industry. We
focused on a small number of accounts that we could use to
educate people, to make them knowledgeable. This was a
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ARE YOU TAKING CHARGE OF
YOUR ONLINE REPUTATION?
25% of online search results
for the world’s top 20
largest brands are links
to user-generated
content.
Source: Socialnomics
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o it is an exciting time for the craft beer revolution that Koch helped start, and he is enthusiastic
about Americans’ embrace of the movement. But
while few of these new breweries will match his
quality or consistency, they will have the marketing advantage of their novelty, their mystique and
above all, their “localness,” which has become the buzzword
du jour in food and beverages.
Staying one step ahead requires more than fresher beer.
Koch has introduced a rotating line of seasonal beers — richer
and darker in the cold months, lighter and crisper in the
warm — which allows him to put something new on retailers’
shelves every 12 weeks or so. And he’s also put together variety packs, which allow customers to sample several of the
company’s diverse offerings, including 10 new beers just last
year. It worked: Boston Beer set new sales records in each of
the last five months of 2010.
On a more ambitious note, Koch has taken a page from
the famous partnership between Robert Mondavi and Baron
Philippe de Rothschild that resulted in the hyper-premium
wine, Opus One. Boston Beer teamed with Weihenstephan in
Germany, the world’s oldest brewery, to create a champagnelike brew called Infinium. They brewed only 13,421 bottles for
sale in the United States, released just in time for the holidays, and drinkers were scrambling to find bottles to share
with family and friends.
In a similar vein, Koch worked with Riedel Glas Austria,
the pioneer in varietal-specific wine glasses, to produce an
ideal beer glass. One feature of the glass is a neck-and-lip design that helps sustain the head of the beer, which enhances
the release of signature Noble hop aromas found in Samuel
Adams Boston Lager. A laser-etched nucleation site within the
glass maintains flavor release during the drinking experience.
Boston Beer now owns all its own brewing capacity, with
production breweries in Pennsylvania and Ohio, in addition
to the research facility in Boston. And by a quirk of consolidation and globalization, it is now the largest American-owned
brewer. But Koch is still looking for ways to improve.
“Better is not a static thing,” Koch said. “We made the
best beer in America in 1984. If we were still doing exactly
what we were doing back then, now we’d be in the middle of
the pack. You’ve constantly got to get better. You’ve got find
opportunities to give your consumer a better experience.”
Lawrence M. Fisher has written for The New York Times, Strategy + Business and many other publications. He is based in San Francisco.
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—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.
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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
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—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.
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i n t eres t i n g . . .

160 over last year. Koch estimates that more than 600 breweries are in the planning stages, and they could come on line in
the next year or two.

Hal Mayforth

whole different approach to building consumer awareness
and customer loyalty.”
Today Boston Beer has 300 salespeople, experienced in
beers and brewing, who train wait staff, do tastings, and educate the trade and consumers about craft beer. New hires in
the program still spend the first two hours of their first day
on the job in a tutorial with Koch himself, who also continues
to go on sales calls to retail stores, restaurants and bars.
“When a company gets bigger, you have this dichotomy
where the senior people have the power to make decisions,
but lack the information about what’s really going on, and the
people closest to the customer have the information, but
aren’t making the decisions,” Koch said. “Making sure that
that gap doesn’t exist is crucial to not losing your way, and to
staying innovative and creative. Even now, I spend 40 percent
of my time, two days a week, in the market.”
Spending time in the market, Koch made the unpleasant
discovery that up to 15 percent of draft beers served, including Sam Adams, was not up to his quality standards. Some
had been stored warm, others were delivered through dirty
hoses, and many were poured into glasses that smelled of
chlorine. In response, he assigned the sales force to perform
draft audits, up to 20,000 tastings per year, to make sure his
beer on tap tasted as good as it does at the brewery. In recent
audits, less than 2 to 3 percent has fallen short.
“My responsibility does not stop when I put a beer on a
truck and send it out from the brewery,” Koch said. “The reality is when somebody gets a bad glass of Sam Adams in San
Francisco, they hold the brewer responsible. So we accept that
responsibility, because frankly we’re the only person in the
chain besides the consumer who cares.”
None of this is simple altruism. While total beer sales
grew only 1 percent in 2010, sales of craft beer rose 11 percent,
and those of Boston Beer rose 12 percent. Nevertheless, Koch
cannot afford to rest on his laurels or take the brand’s preeminence for granted. Today, there are about 1,750 craft breweries operating in the United States, an increase of more than

“One of the most important and useful
books for 21st-century leaders.”

Available wherever books and e-books are sold.
B r i e www.kornferryinstitute.com/nofearoff
fings on TalenT & leadership
Visit
ailure for more information.
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the case of
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“People are our greatest asset.” Many
top corporate executives have mouthed
this platitude, but few have put their
money where their mouth is to the extent
that Michael Hilti has. His family’s eponymous Liechtenstein-based power-tool business spends $10
million to $15 million a year teaching its 20,000 employees
about the company’s culture. Michael has been told more
than once that he must be crazy.
Hilti’s customers are the construction companies and
mining businesses around the world that use its drills and
fasteners. Not surprisingly, some 80 percent of its employees are male, many of them rugged factory workers who
would seem as likely to climb the Matterhorn as to sit
around a table discussing their feelings. Yet, every 15 to18
months, all of them take part in a two- or three-day training
course where they are encouraged, first, to be open and
honest about themselves and, then, to share their thoughts
and feelings with their colleagues in the same course.
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vey 89 percent said that
they were “proud to
work for Hilti.”
Finally, if imitation
is the sincerest form of
flattery, then Hilti
should take cheer from
the fact that others are
looking at its methods. Carl Zeiss, for example, the German
lens maker, is said to be introducing something along similar
lines. But no one else, Michael Hilti said, “is doing it with
such discipline as us.”

The culture thing
ichael Hilti is in his mid-60s, soft spoken with a kindly
inquiring expression. But he soon gives off the sense
that inside the velvet glove there is a fist of iron. His rise to
the head of a company that had revenue in 2010 of almost 4
billion Swiss francs (about $4.8 billion) and a net income of
142 million Swiss francs was not without its challenges. The
company has been on its knees a couple of times since he
started working for it almost 40 years ago.
Its most recent crisis occurred during the worldwide recession of 2008. The company expected such poor results that
year that it announced it would pay no dividend in 2009. A
program was introduced to reduce staff by 10 percent over a
two-year period, and employees at headquarters took a pay
cut — with senior management taking a larger cut than the
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The courses are not held in luscious city-center hotels as
a sort of job perk. Rather, they take place in quiet, modest rural retreats. In one session, each participant goes for a 10- to
15-minute walk with another participant, one on one. The
participants talk as they walk, then they switch to a different
walking partner, a bit like hopefuls at a speed-dating session,
so that by the end everyone has been for a stroll with everyone else. This allows them to get to know the members of the
group in a different way, to open up without necessarily having to make eye contact. Sometimes the sessions take place
around a campfire.
It is not easy to measure the effectiveness of such
courses or the returns that Hilti is getting on its multimillion-dollar annual investment in what is, in effect, the personal development of its employees. But Michael Hilti has no
doubt that it is money well spent. The courses have been running for less than a decade, and old-timers in the company
say that if they had been able to do them 20 years ago, it
would have changed their lives.
As for the benefit to the company, it says that the program
helps new people to integrate quicker. And there must be
some “Hawthorne effect,” the phenomenon first noted at a
G.E. plant in the 1930s, whereby managers can motivate employees merely by paying attention to them. So much care is
lavished on the Hilti individual that it must be good for productivity.
There are some more objective measures too. In an independent assessment of “great places to work in Switzerland,”
Hilti came third in 2010. And there is positive feedback from
its own employees, demonstrated by the company’s high retention rates and the annual global employee opinion survey.
More than 90 percent of the company’s employees have responded to each of the last five surveys, and in the latest sur-

rest. All travel was restricted to economy class. Ultimately, the
pain was not as bad as it might have been, and at the end of
the year the company announced that it had made a profit. A
dividend could have been paid. But it was not. As Hilti himself said in a more general context, “when we say something,
we stick to it.”
As a young man, Michael Hilti had no intention of joining the firm that his father, Martin, founded in 1941. He studied economics at the University of St. Gallen in Switzerland
and joined Chase Manhattan. The bank was about to post him
to Tokyo when his father suffered a severe heart attack in
1974, and Michael decided to return to Liechtenstein to help
the business.
What he came home to, he said, was a lesson in how not
to run a business. The members of the three-man executive
board appointed to run the company after his father’s heart
attack spent all their energies fighting one another.
Hilti believes that one of the biggest mistakes the company made then was to recruit someone from outside onto
the executive board. “It’s a very big risk,” he said, “to bring in
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an outsider at that level.” The man was not familiar with the company’s ways and none of
the three directors knew each other well. At
the time, it seemed as if Martin Hilti would
not live for more than a few years (in fact, he
survived until 1997), so there was constant
fighting among the princelings over the succession.
Today, succession planning is taken very
seriously at Hilti, and nobody comes onto the executive board
(and gets into the running for the top job) without first having had significant experience inside the company. The board
knows precisely what is to happen if the CEO or the chairman
(or Michael Hilti himself) is hit by a tree. Likewise for all senior posts. When an executive director died on a Friday at the
age of 49, his successor was announced the next Monday.
“Succession planning,” Hilti said, “is one of the major responsibilities of a leader.”
Another crisis occurred during the worldwide recession
of 1982, when the company’s pioneers struggled to take it
into the changing global business environment. One flaw
identified at the time was the failure of big departments in
the organization to talk to smaller ones. As part of an attempt
to change this, the company introduced a pioneering training
program that it called “Leadership Makes the Difference.” It
wanted to blow fresh air throughout the organization, and it
looked outside for unconventional individuals to set up the
program. One of them eventually left to follow a Hindu guru.
The aim was to embed the corporate culture — the com-
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thor of the bestselling book “Good to Great.” With success,
Collins said, we should look out of the window and give
credit to others for the achievement; but with failure, we
need to look at a mirror, at ourselves. Too often people respond in exactly the opposite way, eager to blame others for
failure and to take credit themselves for success.
One feature that Collins identified as distinguishing
leaders of great companies from leaders of the merely good
was “personal humility.” This company too believes that personal humility is essential for great leadership. OCJ camps
are occasions for casting off the ego.

The people at the top
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train employees to carry the company’s culture wherever they
go. Their behavior is then steered by a deeply ingrained belief
in a common set of values — values that are grounded in
teamwork, integrity, courage and commitment.
This time, the company was unable to find outsiders to
create what it wanted. So it built the courses by itself, and it
now has more than 70 in-house trainers who are responsible
for running OCJ around the world. At the core everywhere
are the same basic principles. But in each market these are
tuned to meet local peculiarities.
A central totem of the training is a mirror, a reminder to
Hilti employees that they need to look at themselves for guidance. “All training starts with the mirror,” said Eivind Slaaen,
the head of the training operation. Slaaen is a Norwegian
who first came to Switzerland in the 1980s to study at St. Gallen University, a training ground for many of Hilti’s senior
managers. Participants are taught that it is they who are responsible for their own careers, not the company. “What prevents us from being a great company?” they are asked while
standing in front of the mirror, before sitting down to write
their answers.
The mirror reflects an idea developed by Jim Collins, au-
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pany’s rules on how employees manage themselves and others — more firmly within the group. By 2003, the program
was so successful that the company won the prestigious Carl
Bertelsmann Prize in recognition of its “exemplary corporate
culture.” But Michael Hilti said that even as he was receiving
the prize that year, he knew the training program that had
contributed so much would be abandoned. “Leadership
Makes the Difference” was about to be dropped in favor of a
brand new approach. “We wanted more,” Hilti said. “What
we had was not enough.”
The company calls the new approach “OCJ,” Our Culture
Journey, and it involves organizing 32,000 working days of
corporate-culture workshops every year. The first program offered a one-time training course with a strong focus on personality development and no follow-up. The OCJ “camps,” on
the other hand, occur regularly; there is a structured followup process; and the lessons are carefully integrated into a
business context.
The ultimate goal is to maintain quality control over the
more than 200,000 customer contacts that the company’s
employees make every day. Nobody can directly supervise so
many interactions. The only way to maintain standards is to
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ilti’s leaders are young. There is a rule that executives
retire when they hit their 56th birthday. The traveling
required of a top executive, Michael Hilti said, is exhausting
and it cannot be done effectively beyond a certain age. The other
side of the coin is that people are promoted early. One manager was named to the executive board at the tender age of 38.
The retirement rule does not mean that the company
loses the services of its top executives completely in their
mid-50s. Some are re-employed as consultants. A former executive director is currently overseeing the initial integration
of the group’s new purchase in the United States, a venture
into solar energy based in Albuquerque, N.M. In 2010, Hilti’s
solar business was the fastest growing division in the group.
Others who retire from the executive board remain active as trustees of the Martin Hilti Family Trust, the vehicle
that owns 100 percent of the company’s shares. Or they are
appointed to the main board of directors, which is where the
well-over-56 Michael Hilti now sits.
As in Germany, companies in Liechtenstein have two
boards: an executive (management) board and an overall (supervisory) board. But Liechtenstein’s supervisory boards have
more executive responsibilities than their German counterparts. Hilti’s meets five or six times a year and each meeting
lasts for two days. There are no subcommittees. Everything
— audit, nominations, compensation and so on — is considered by the board as a whole. Before the meetings, directors
are expected to do extensive homework, which may involve
taking trips to see customers on their own ground. Potential
directors are warned that the job is going to involve anywhere from 20 to 40 working days a year.
This is demanding for a part-time role. But Hilti’s seven
board directors are well paid. And they do not have to travel
far to board meetings: six of them are Swiss. The seventh, a
Dane, was elected to the board just last year.
This sounds parochial for a company whose markets are
already global — over 40 percent of its sales are outside Europe — and are expected to get more so. There will be “a geographic shift in the focus of Hilti activities in the future,” according to the company’s latest annual report. But Michael
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Hilti argues that it is better to get local people who have international experience — of new markets like India and China,
for instance — than to bring in people from those markets
and hope that they will come to understand the Hilti way.
There is something there of the famous dictum of Akio
Morita, a founder of Sony: “global localization,” a phrase he
used to describe the way his intrinsically Japanese company
went into markets all over the globe.
In any case, the severely limiting factor of the local labor
market (the population of Lichtenstein is just over 35,000, of
whom 25,000 are of working age) means that there are some
60 nationalities represented in the company’s Liechtenstein
headquarters. They help to counter any Swiss-German bias
that there may be at the top of the organization.

Teamwork is central
to everything.
“We don’t want
prima donnas here,”
says Michael Hilti.
The four values

A

t the heart of the company’s culture lie its four “values”:
teamwork, integrity, courage and commitment. Teamwork is central to everything. “We don’t want prima donnas
here,” Michael Hilti said. The reward system is partly built
around team results. There are no bonuses based on individual performance — which casts doubt on whether the Hilti
system could ever work in a financial institution. All bonuses,
both annual and longer-term, are based on the performance
of teams. And so are the acknowledgements of achievement.
“You have to celebrate success,” Hilti said, and every year the
company awards what it calls the Hilti Innovation Prize. But
the prize is not given to an individual; it is awarded to a team.
At the heart of what the company calls integrity, its second value, lies its “stand against corruption.” There is zero tolerance for violations, and this, as Michael Hilti is the first to
admit, “does not always make business easy.” Many customers come from industries like mining and construction,
where bribery has long been endemic. Not surprisingly, the
group’s stand against corruption has on several occasions lost
it orders.
The philosophy of integrity extends to all areas of its employees’ behavior. For example, anyone caught cheating on
expenses is out, immediately. The sanctions are draconian,
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Later, the two men turned their attention to the coastal
waters at the mouth of the mighty Nile. And there, over a 16-

Michael Hilti has some unconventional interests outside the

year period, some amazing discoveries have been made. In the

firm. The Hilti Foundation, owned jointly by the company and

first five weeks of the expedition, the team managed to locate

the Family Trust, has for many years supported a number of

and identify the old harbor of the great city of Alexandria, home

“cultural projects,” which embrace anything from underwater

of the lighthouse of Pharos, one of the seven wonders of the

archaeology to youth orchestras. All of the projects, Hilti said,

ancient world. It shifted its focus then to the northeast of the

“have to be run like a business; otherwise they are not sustain-

great port, to the sunken cities of Heracleion and Canopus. Ca-

able.” Sustainability is important. The fruits of the projects’ fi-

nopus’s name is derived from the Egyptian for “golden floor,” a

nancing have to last beyond a single season.

reference to the riches of the merchants who lived there.

Perhaps the most notable project is the underwater activity
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ClienTs
Next time you’re attending
a conference or a leadership
retreat in Scottsdale, AZ,

For Goddio and his team of divers, clad in suits of Hilti red

of the French explorer Franck Goddio. Franck is “an old friend”

with the company’s logo clearly visible on their arms, the job

whom Hilti supported many years ago when he was searching

has not been easy. The waters now covering the cities are

for galleons off the coast of the Philippines.

murky and polluted, and many of the statues, coins and other

be sure to check out Tom’s
Thumb Trail. This solitary,

relics that have been retrieved were lying on the sea floor cov-

three mile roundtrip trail

ered in centuries of silt. But when the finds were first shown at

offers stunning views of the

a major exhibition in Berlin, before they moved on to Paris,

Four Peaks and Camel Back

Bonn and Madrid, World Archaeology magazine said that “the

Mountain, making it just

extent of the discoveries is amazing.”

perfect for a quick sunrise

Another venture that is particularly close to Michael Hilti’s
heart is the now world-renowned Simón Bolivar Youth Orches-

starter or late afternoon hike.

tra of Venezuela and the system of music teaching that it has
spawned throughout that country. Thanks to the efforts of the
Venezuelan government and private donors like Hilti, some
Photo: Dave Cruz

380,000 children — as many as 90 percent of them from grim
slums — have become involved in a program of music teaching
and schools known as El Sistema.
The Inter-American Development Bank is among its supporters, having calculated that every dollar invested in El
Sistema brings benefits worth $1.68 in the form of a falloff in
school dropout rates and a decline in crime. But that is only one
part of the benefit. Learning a musical instrument, Hilti said,
teaches discipline, teamwork and persistence — “the basics for

and everybody knows it.
The firm has also made a determined commitment to
the environment. It monitors its annual calculation of “CO₂
emissions per employee,” a figure that has been declining for
the past five years. Its aim is to use the knowledge that it acquires from its environmental awareness to “develop new
and innovative business fields.” In 2010, it bought an American company, Unirac, one of the leading solar-panel installation businesses in North America.
The third value, courage, refers to an attitude of being
able to manage oneself, to change and break out of what Hilti
calls “the circle of habits.” We may be born poor, but we are
not condemned to remain poor. Look in the mirror, and set
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out on a journey, as the company puts it, “to translate the abilities of the individual into optimal career opportunities.”
Commitment, Hilti’s fourth value, shows in its employees’ considerable dedication to the firm. There are plenty of
people around the headquarters in Schaan, Lichtenstein,
dressed in the distinctive red of the company’s logo, and their
respect for the founder’s son is very evident. In theory, there
is a risk that such commitment could turn the culture into a
cult — a sort of sect (“the Hiltis”?) whose members are drawn
to each other by a mutual fondness for weeping and for cordless power tools.
In practice, the company urgently needs people to be individuals. Research and development, where it employs more
than 1,000 engineers and spends over 170 million Swiss

Credit

life.” And that is something that is way beyond price.
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Bob Damon, President, Korn/
Ferry North America takes time to
enjoy the desert views from Tom’s
Thumb Trail. Bob is wearing Under
Armour’s Charged Cotton T-Shirt
and Running Shorts. He uses Under
Armour’s Chetco Trail shoes for
ultimate traction and a Garmin
Heart Rate monitor with GPS to
maintain “peak” performance.
—Michael Distefano
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inda A. Hill has been teaching
leadership courses at Harvard Business School for nearly three decades.
During that span, she has had a
chance to examine the daunting set
of challenges that face both novice
and experienced managers as they
climb the corporate ladder. Having
studied and taught about how people
learn to lead and manage through
difficult career transformations,
Hill has written extensively about
the pragmatic moves young managers must make in order to become
successful leaders. Her 2003 book,
“Becoming a Manager: How New
Managers Master the Challenges of
Leadership,” was a well-received
discourse on the early-stage requirements of being a new manager.
In a 2010 interview with Inc.
magazine, Hill noted that as a business professor, “I know that power
can corrupt, but I think powerlessness corrupts even more. Anything I
can do to help people feel more powerful so that they can actually give
voice to their values and contribute
to their organizations and society —
that makes me happy.”
In her new book, “Being the
Boss: The 3 Imperatives for Becoming
a Great Leader” (Harvard Business
Review Press, 2011), which she wrote
with Kent L. Lineback, also the author of “The Monk and the Riddle,”
Hill sets out to offer the next natural
stage primer for her target readers:
individuals in early and midcareer
management positions. If you have
thrown caution to the wind and actually leaped into the fray of manage-
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ment, you will find that “Being the
Boss” is a well-written, comprehensive guide to finding ways to succeed
on this often perilous journey.
Hill begins with several fundamental questions: Are you as good a
manager as you need to be? Have you
truly mastered the fundamentals of
being a boss? Do you know how to
get the best possible performance
from the people who work for you?
Are you ready for increased leadership responsibility? Are you good
enough to achieve your career aspirations? Or have you stopped making progress?
The primer is divided into three
main sections, each devoted to one
of the three imperatives: manage
yourself, manage your network and
manage your team. Within those
sections are detailed subsections
that drill down into the essence of
each imperative and a self-test for
readers to evaluate their own performances in these situations. This
“MBA in a book” concept will either
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resonate dramatically with readers
or fall flat for some who are cynical
about self-help books.
The main idea Hill shares is that
good managers are not born but
made, through trial by fire. When a
company promotes someone into
management, the assumption is that
this person will rise to the occasion,
grow consistently into a wise and effective boss and move up through
the organization. Of course, the reality is that the ground underneath
that proverbial ladder is littered with
bodies of failed managers who were
unable to transform themselves into
true leaders. And toward the top are
exemplars of the famed Peter Principle, which holds that managers inevitably rise to their level of incompetence. Managing is hard and most
young professionals, especially in today’s high-pressure global environment, have little more than intuition
to guide them.
“Management is responsibility
for the performance of a group of
people,” Hill stated at the outset. Why
is such a simple idea so difficult to
execute? “To carry out this responsibility, you must influence others,
which means you must make a difference not only in what they do but
in the thoughts and feelings that
drive their actions.”
For Hill, the goal is to offer not
so much a template as a comprehensive self-learning guide for managers
to execute a winning transformation
for themselves and for the organization. In this regard, “Being the Boss”
is a good, old-fashioned how-to book
overlaid with 21st century organizational realities. To illustrate her
point, Hill introduces us to Jason
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i nte r e sti ng...
HUSH MONEY
Among parents with at least $3M USD in investable assets,
52% have not fully disclosed the extent
of their wealth to their children.
An additional 15% have told them
nothing at all.
Source: U.S. Trust

where you’re going?” Hill wrote.
“Have you defined and communicated the future you want and the
steps that will take you there? It’s important to do this. Yet many managers say they’re simply carried along
by events. They don’t act or make de-

cisions in conscious pursuit of some
longer-term goal. They just respond
as best they can, moment to moment,
problem to problem, to keep the
work flowing.”
If this sounds like your life, “Being the Boss” is well worth the read.

and leadership philosophies is another matter entirely.
Adam Bryant, the veteran New
York Times business journalist who

holds all the above credentials,
gained a unique perch in the mainstream media when he began writing his “Corner Office” column in
the Sunday Times in early 2009. In a
short time, he amassed an impressive list of interviews with the likes
of Steve Ballmer of Microsoft, Brian
Dunn of Best Buy, Jeffrey Katzenberg
of DreamWorks Animation, Robert
A. Iger of Disney, James E. Rogers of
Duke Energy, Alan Mulally of Ford
Motor Company and many more,
both household names and obscure
but successful chief executives. And
Bryant’s interviews — offered up in a
question and answer format on page
2 of the business section — moved
beyond conversations about quarterly results and theoretical academic business dogma into the heart
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Pedersen, a fictional young manager
at a giant global publishing company,
who has just been promoted and is
tasked with building the company’s
online course offerings into a profitable business. Hill uses Jason as a
graphic example throughout the
book of a neophyte manager smacking headlong into the complexities
of managing a successful team in a
global, diverse organization.
It is not always clear how relevant the fictional case study is, but
given that Harvard Business School
is built on the case study method, it
is not surprising that Hill relies on it.
She is at her best when she addresses
the subtle but powerful elements of
managing that are often lost in the
daily tidal waves of work. A reader
will gain valuable insight from the
chapter, “Define the Future.”
“Do you and your group know

Connecting with a lineup of
some of the business world’s top
leaders is easier if you are the deputy
national editor of The New York
Times, the lead editor for the team
that won the 2010 national reporting
Pulitzer Prize and author of a regular
column in the Sunday Times business section. Those credentials will
definitely open doors to the CEO
suite, but getting these driven executives to drop their defenses and
share their own personal life lessons
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of that powerful but ambiguous
realm known as management and
leadership.
One cannot conduct so many of
these interviews without identifying
patterns and commonalities between executives’ emotional and
practical agendas. So Bryant has compiled these insights into a new book
not surprisingly entitled, “The Corner Office: Indispensable and Unexpected Lessons From CEOs on How
to Lead and Succeed” (Times Books,
2011). The book, based on interviews
with more than 70 CEOs and highranking executives conducted in
2009 and 2010, is not simply a collection of his interviews but rather a
distillation of the lessons drawn
from the real-world experiences of
his subjects.
“My goal is not only to offer a
new story line about CEOs as managers but also to provide some back-tobasics help for managers at all levels
of business, particularly since so
many of the grand notions about
transformative business practices
have failed to live up to their billing
amid the rubble of the busted economy,” Bryant wrote. “Employees
have higher expectations of their
employers now, too, and the compa-

i n t ere s t i n g . . .
NO TIME FOR A SIESTA
Mexicans work an average
of 10 hours a day, the
most of 29 industrialized
nations studied. Belgians,
at the opposite end of the
spectrum, work 7 hours
daily. The average is 8 hours.
Source: Organization for Economic
Co-operation and Development
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nies that engage them deeply will
win the battle for talent.”
Likening himself to a dinnerparty host, Bryant sets his book out
as a conversation in which leaders let
their guards down and share the stories and lessons that shaped their careers and brought them into the corner office. The book is broken down
into three main sections: Succeeding,
Managing and Leading. Within
those sections are chapter headings
— “Passionate Curiosity,” “Smart Interviewing,” “Small Gestures, Big
Payoffs” and the like — which serve
as table settings for the colorful quilt
of anecdotes that Bryant has gathered from his interviews.
For example, in the chapter “Battle-Hardened Confidence,” Bryant introduces Jen-Hsun Huang, the cofounder and CEO of Nvidia, the visual
computing company, who explained
his unwavering self-confidence.
“I’ve never beaten myself up
about mistakes,” Huang said. “When
I try something and it doesn’t turn
out, I go back and try it again, and
maybe it’s because I grew up in the
video-game era. Most of the time
when you’re playing a game you’re
losing. You lose and lose and lose until you beat it. That’s kind of how the

game works, right? It’s feedback. And
then eventually you beat it. As it
turns out, the most fun parts of that
game are when you’re losing. When
you finally beat it there’s a moment
of euphoria, but then it’s over.
Maybe it’s because I grew up in that
generation and I have the ability to
take chances, which leads to the ability to innovate and try new things.
These are important life lessons that
came along.”
From Carol Bartz, CEO of Yahoo,
Bryant received schooling in the art
of career building. Bartz suggested
that a pyramid is far more appropriate than a ladder as a metaphor for a
career journey.
“I wasn’t given this advice, but
this is what happened in my life,”
Bartz told Bryant. “You need to build
your career not as a ladder but as a
pyramid. You need to have a base of
experience because it’s a much more
stable structure. Think about it. If
you’ve done a lot of different jobs,
you’ve a platform to go up, however
high it is you want to go. What that
involves is taking lateral moves, and
it involved getting out of your comfort zone.” Bartz dismissed the business school trajectory model of moving ever upward as a sign of success.
“That’s not how it works,” she declared. “Go find out how companies
run.”
In the end, Bryant’s book, well
written and a quick read, butts up
against the usual conundrum for
most prescriptive business books:
now that you have read all this, what
is the definition of leadership and
how do I, the reader, make it work
for me? “People learn to lead through
experience; there really are no shortcuts,” Bryant wrote, stating the obvious. But one can never have too
many good war stories to share along
the way.
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by Joel Kurtzman

francs a year, is absolutely vital to the company’s future success. And innovation does not come out of mindless guru
worship. Employees are free to leave at any time — not just
the company but also the OCJ camps.
Moreover, many of them follow unconventional individual careers. There is no clear trajectory to the top. Simone Barlow, who works for the company in South Africa, started as a
receptionist before becoming a sales agent and then a product
manager. “Hilti,” she said, “made it possible for me to have a
career.”
One senior executive worked in the United States, in
production control, before moving back to Switzerland for a
sales job. Then, he went to manage an operation in Germany
before moving onto the executive board in charge of finance
and information technology. The current chief executive, Bo
Risberg, is a Swede with an engineering degree from Canada
and an M.B.A. from a business school in Switzerland.
For all its global aspirations, however, the company remains a family firm. It had a short flirtation with public markets: nonvoting shares were quoted on the Zurich Stock Exchange from1986 to 2003. Then, the company chose to
become private again, with the family trust buying back all
the listed shares.
The Hilti Family Trust was formed in the 1980s to separate the interests of the company from those of the family.
Michael Hilti believes that its structure and its rules can underpin the company’s future well beyond the demise of the
last family employee. For instance, it decrees that no one, regardless of surname, gets to rise within the company without
the right qualifications, proven loyalty, a successful record in
running a large organization, and the right personal qualities.
Time alone can tell whether that is enough to “get the
right people on the bus in the right seats doing the right
things for Hilti” once there is no longer a family member on
board. Meanwhile, though, the sun is still shining brightly on
the little red boxes that have spread from one small Alpine
valley to all four corners of the earth.
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Robert Risko

Tim Hindle is founder of the London-based business language consultancy Working Words. He was a contributor to The Economist for 25
years and was editor of EuroBusiness in the 1990s.
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