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Lessons are rarely taught, they must be learned — usually from others.

Wisdom

is what
you know.

is
acknowledging
what
you don’t know.

By Gary Burnison

At the end of every practice coaching my son’s basketball team, I always
ask a player to attempt a 3 point shot. If made, the team avoids having to run
laps. Last season, we had a great team. There was one player, however, who
was a little smaller, a little shorter and not as athletic as the rest of the team.
In fact, this boy hadn’t scored a single basket all year but, unlike the others,
Jason had never missed a single practice.
On the final practice before the championship game, I asked the team,
“Who wants to take the 3 point shot?” Nine eager hands went up pleading
to shoot; one hand did not flinch — it was Jason’s. Nevertheless, something
compelled me to give him the ball as the others, not so quietly, moaned, “we’ll
be running laps for sure.”
Jason shot the ball. It hit the back of the rim, bounced high off the iron
grazing the basket on the way down, unsuccessfully. I immediately did something I had never done before which was to give him the ball again. Jason
didn’t hesitate. This time it was a swish. Jason’s grin was a mile wide as the
other kids were jumping up and down in celebration. Out of the corner of
my eye, I caught a glimpse of Jason’s dad with a satisfied smile. He later
walked over to me and with a slight tear said, “I don’t care if Jason scores
any points on Sunday, that made the entire season for me.”
We did win the championship that Sunday. I can’t remember the score
or how we did it, I only remember one moment from that season: The
beaming smile of a 12 year old and the watery eyes of a proud father.
That defining moment on the basketball court serves as a lesson to me
that leading is much less about analytics and decisions — and, much more
about enabling and empowering others. In essence, changing peoples’ lives.
Sometime ago, I heard a story that continuously serves as a lesson to
me about the true meaning of changing peoples’ lives. A little girl, Elizabeth,
was suffering from a life-threatening illness. Her only chance of survival
was to receive blood from her brother. Without hesitation, the boy said, “Yes,
I’ll give Lizzy blood if it will save her life”.
After the transfusion, Elizabeth was wheeled away to what would
become a full recovery. The doctor, after the procedure, asked the boy how
he was feeling, “I feel OK right now, but how many more minutes will I
live now that I’ve given my blood to my sister?”
Just like the boy exhibiting complete selflessness, leadership, in its
purest form, is all about the other person.
In this issue of Briefings, we highlight several leaders who are not only
instruments of change in the world but models of change to learn from.
We spot light three individuals from the cross-roads of business and philanthropy who have changed thousands of lives. Erin Ganju co-founded the NGO
Room to Read. Now in its 11th year, Room to Read has built 12,000 libraries
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and 1,500 schools, and is adding new libraries at the rate of six per day,
much faster than Starbucks and McDonalds are adding new outlets. In
Ganju’s words, she is trying to “scale social good” as fast as companies scale
global brands.
In addition, Glenn Rifkin profiles Patrick McGovern, who founded
International Data Group, a $3.2 billion media giant that is the world’s leading purveyor of technology research and publications such as Computerworld,
and conferences such as Macworld. Not satisfied with merely changing the
world of technology over the last four decades, The McGovern’s want to
change mankind by giving away $1.2 billion of their fortune to establish
a family of global brain centers. In Briefings, we also highlight Güler Sabanci,
arguably the third most powerful business woman in the world. Author Tim
Hindle profiles Sabancı’s passion for social change and social responsibility
that has created lasting impact in people’s lives through philanthropy. The
Sabancı Foundation has given more than $1.5 billion to charitable causes
over the years. Last year, I had the pleasure of visiting Ms. Sabancı in her
offices overlooking the rolling hills of Istanbul where she oversees a multibillion-dollar conglomerate. Listening to Sabancı’s passion about the responsibility to give back by those that are fortunate, I can vividly remember
thinking about the philosophy of the industrialist Andrew Carnegie: He
who dies with wealth dies in shame. Much like Carnegie, Erin Ganju, Patrick
McGovern and Güler Sabancı are not passively writing checks to charity,
they are living waves in the pond of mankind.
In this issue of Briefings, we also feature Carlos Ghosn, who has changed
a life or two as the longest-serving chief executive currently in the global
automotive industry. In a far reaching conversation with Ghosn, we explore
topics ranging from the great recession to the devastating earthquake in
Japan to sacrifice, responsibility, and being an enabler of change.
Of course, our Briefings periodical wouldn’t be complete without the
satire of P.J. O’Rourke who laments in "The End of Conversation" about our
inextinguishable obsession with our thumbs and tiny electronic devices.
Like O’Rourke, I am in the unenvious position of being a father of teenage
kids and had the pleasure of spending the recent holiday break being
schooled in the new Morse code of TTYL, LOL, BRB, JK, G2G and the perennial MOS (Mother Over Shoulder).
In Briefings, we have sought out leaders who not only have a unique
perspective to share, but individuals who are making a difference in the
lives of others. Given the tremendous challenges and global changes that
we’ve recently seen — economically, socially, geopolitically — more than
ever leaders need to embrace the basic: Leadership is all about the other
person, changing people’s lives.
After all, a man’s mosaic is the impact he has had on others. TTYL.
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Does Capitalism
Have a Future?
Those who demonize capitalism and those who deify it
may both be misguided.
In the early days of the Occupy
Wall Street movement — when it
seemed more driven by legitimate
grievance than by bizarre and sometimes dangerous street theater —
occupiers were often seen holding
a sign that, for many, encapsulated
their message. It read “Capitalism
Is Dead.” It was just the kind of unequivocal, defiant proclamation one
would expect from a would-be revolution, but it was nothing new.
Since the 19th century, capitalism has been pronounced dead or
dying many times. Limited liability
corporations were supposedly going
to kill it by allowing risk without a
threat of real failure. Pensions were
going to undermine the incentive to
save. Government agencies like the
Food and Drug Administration were
going to limit free choice in the mar-

ketplace. In 1980, after years of stubborn stagflation, a Time magazine
cover story famously asked, “Is Capitalism Working?” Ironically, the ensuing decades brought an economic
golden age, fueled by an increasingly
vehement belief that free markets,
unfettered by government interference, will self-regulate.
Then came the Great Meltdown
of 2008, and the coroner’s inquest
about the demise of capitalism resumed with vigor. In recent years,
countless blogs, along with The New
York Times, The Washington Post, The
Financial Times and even the normally
reserved McKinsey Quarterly have all
perseverated about the future of capitalism. A 2011 poll by the Canadian
firm GlobeScan pronounced the capitalist ideology on the wane almost
everywhere in the world except

China, Brazil and Germany. In the
United States, the number of Americans who agreed that the world’s best
bet was the free-market system had
fallen from 80 percent in 2002 to 59
percent in 2010.
A strong case can be made, of
course, that our current problems
emanate not from the capitalist system itself, but from the perversion
of it through unfair practices, poor
governance, and the bad behavior
of a few. “The Occupy protesters are
not wrong in indicting our system
today for unfairness, crony capitalism,
insider dealings and corruption,”
said Arthur C. Brooks, president of
the American Enterprise Institute.
“However, the overwhelming majority of Americans believe fairness
means rewarding merit, even if that
means some people have a lot more
than others.”
George M. Taber, the editor who
wrote the 1980 Time magazine cover
story, recently told Knowledge@
Wharton that he still agrees with the
conclusion he offered 30 years ago:
“For all its obvious blemishes and
needed reforms, capitalism alone

Top: Reuters/Eduardo Munoz. Left: Hal Mayforth

The Latest

WHAT’S KEEPING US UP AT NIGHT
The 5 most serious business risks cited by C-suite and board-level executives are:
1. Loss of customers/cancelled orders

3. Reputational risk

2. Talent and skills shortages
(including succession risk)

4. Currency fluctuation
5. Changing legislation

The risk of talent shortages has escalated dramatically, from a lowly 22nd
ranked priority in 2009 to 2nd in 2011. Source: Lloyd’s and Economist Intelligence Unit
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holds out the most creative and dynamic force that any civilization has
ever discovered: the power of the
free, ambitious individual.” However,
he added, “Well-intentioned, but
unwise, changes in the nature of
American capitalism could do damage that will be felt for decades.”
Nevertheless, a growing chorus
of voices are suggesting the system
has outlived its relevance and effectiveness. Even capitalist icons like
Microsoft founder Bill Gates and
competitive strategy guru Michael
Porter have lately been calling for
change. Gates has been talking about
the need to engage in “creative capitalism” by acting on our “primal impulses to do good.” Porter has been
promoting “shared value,” arguing
that “creating societal benefit is the
best way to create economic value
for the firm.”
While Gates and Porter essentially propose to overlay the existing
system with mandates for social responsibility and sustainability, others believe the system is broken and

needs an overhaul. At a 2011 symposium called “New World, New Capitalism” in Paris, French President
Nicolas Sarkozy, former British
Prime Minister Tony Blair and German Chancellor Angela Merkel each
made presentations on the need for
fundamental change. Nouriel Roubini, professor of economics at the
Stern School of Business, contended
in a recent blog post that Karl Marx
“was partly right in arguing that globalization, financial intermediation
run amok, and redistribution of
income and wealth from labor to
capital could lead capitalism to selfdestruct. To enable market-oriented
economies to operate as they should,
we need the right balance between
markets and the provision of public
goods.”
In that same vein, there has been
a revival of interest in Keynesian
economics, which advocates significant government and public sector
involvement in the private sector
economy and warns that without it,
inadequate aggregate demand could
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lead to prolonged periods of high
unemployment — a scenario that we
have certainly observed in the past
four years.
Still, all of the hand-wringing
about the death, health or reform of
capitalism raises an important question: has the unfettered “free market”
that so many devoutly extol or revile
ever really existed?
“The truth is there never has
been absolute freedom in free markets. There have always been codes of
conduct,” said Greg Pytel, an international business consultant. William
Galston, a senior fellow at the Brookings Institution, agreed: “[Although]
markets are the principal drivers of
economic activity, this activity takes
place within a system of public rules.
Regulatory institutions are not antithetical, but rather essential to a capitalist system.”
What’s more, it would be difficult to find a modern capitalist economy that did not rely to some extent
on transactions that occur outside
market dynamics, such as unemploy-

Q2.2012
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ment benefits, public pensions, social
security and the public provision
of education, health care and other
services.
Indeed, early proponents of the
virtues of markets, including Adam
Smith, did not expect the market
mechanism or the profit motive to,
by themselves, create optimal outcomes. According to Amartya Sen, a
professor of economics and philosophy at Harvard, “Smith’s economic
analysis went well beyond leaving
everything to the invisible hand of
the market. He was a defender of the
role of the state in providing public

services, [and] he was concerned
about the inequality and poverty that
might survive in an otherwise successful market economy.”
Smith also argued that insufficient regulation of financial activities would lead to illegitimate practices, over-speculation and excessive
risk-taking — an argument difficult
to refute in light of recent events. In
Sen’s view, “If we were to look for a
new approach to the organization of
economic activity that included a
pragmatic choice of public services
and well-considered regulations, we
would be following rather than de-

parting from the agenda that Smith
outlined.”
In the final analysis, as economist Richard Wolff has noted, “Social
systems don’t come into being in a
self-aware manner.” Capitalism has
never been a planned system, but
rather an emergent one. As such, it is
governed not by consistent practices,
but by evolving practices subject to
consistent rules. The essential rule
of capitalism is not that markets
should be free from regulation or
augmentation, but that individuals
should be free to compete in fair
markets. 

Why the Gender Gap Won’t Go Away
Reports of women’s progress in advancement, compensation and career satisfaction are,
at the very least, overstated.
The pipeline is no longer the
problem. Due largely to efforts by
business schools around the world
to recruit more female students,
record numbers of women are
seeking and earning MBAs. Nearly
40 percent of Harvard Business
School’s graduating class in 2013 will
be female, the school’s highest percentage ever. At Wharton, the number will be 45 percent. London Business School announced recently that
it will target 30 percent enrollment
in its M.B. A. program going forward.
According to the U.S. Department of
Education, women received 44 percent of M.B. A.s in 2007, the latest
year for which data are available, representing a 75 percent increase over
the prior 10 years. And, while U.S.
women represent the largest female
influx to business schools, the number of female applicants is also rising

8
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dramatically worldwide.
Progress in the pipeline is not
translating to progress in the workplace, however, as women still represent just three percent of Fortune
500 CEOs and less than 15 percent
of corporate executives and board
members at top companies worldwide. Catalyst, a nonprofit focused
on expanding opportunities for
women in business, conducted a
2010 survey of more than 4,000
women M.B.A.s who graduated between 1996 and 2007 and found that
women continue to lag men in position and pay at every career stage.
“For the past two decades, the
assumption has been that as we reach
the point that entry-level cohorts are
equally gender divided, those cohorts
will in due course yield equal numbers of women and men at the top,”
said Christine Silva, a research direc-

Top: Hal Mayforth. Bottom: James Bennett

tor at Catalyst. “We found, however,
that even with their very first job
after MBA graduation, women start
from behind when it comes to level
and pay — even after we controlled
for prior work experience, industry,
region and other factors.” Not only do
women lag men at the outset, but as
careers progress, the gap expands. “A
lot of people suggest that if we just
give it time, the gender gap will go
away,” said Silva, “but we see if you
give it time, the gap gets wider.”
The familiar explanations for
this phenomenon seem less and less
valid. It has often been suggested, for
instance, that the gap is a function
of the choices professional women
make: they leave work to start families, or they simply don’t aspire to
upper management. Catalyst’s study
discounted such factors by looking at
subsets of women and men who had
no children and who explicitly stated

SAY WHAT?
al desco [adj.] The practice of eating a meal at your desk:
“I’m stuck on back to back conference calls so it looks like I’ll be eating lunch
al desco today.”

their desire to become a senior executive. Another too-facile explanation
has been to assume lingering institutional bias. However, many companies today have sophisticated
recruitment, development, and mentoring programs to guard against
structural biases against women and
to encourage their full participation
in leadership. In fact, the Catalyst
study suggested that high-potential
women today have more mentors
than men do.
In 2011, however, a follow-up
Catalyst report, “Sponsoring Women
to Success,” identified a subtle, crucial difference between mentors and
sponsors. While female executives
have plenty of advisors and confi-

dantes, men are more likely to have
senior executives in their corner to
advocate for their advancement. Another study, “The Sponsor Effect,” by
the Center for Work-Life Policy in
2011, reached the same conclusion.
“What’s been holding women
back, the study found, isn’t a male
conspiracy but rather a surprising
absence of advocacy from men and
women in positions of power,” said
Sylvia Ann Hewlett, president of the
Center. “Women who are qualified to
lead simply don’t have the powerful
backing necessary to inspire, propel
and protect themselves on their journey through upper management.”
Equally significant, the study
pointed out that even when women

9
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recognized the importance of sponsorship, they often failed to cultivate
it, seeing it as an unfair way of getting
ahead based on personal connections.
Recent studies corroborate what
seems to be reluctance among highpotential female executives to push
themselves forward. For example, a
2011 study by Europe’s Institute of
Leadership & Management, titled
“Ambition and Gender at Work,” concluded that women in leadership
roles display less confidence and
more caution than men. This finding
was based on scores of interviews and 360 reports that
described female executives as
being overly modest (believing
that their accomplishments
should speak for themselves),
failing to aggressively apply for
promotions, and not seeking to stand
out or grab the limelight at meetings
or in groups. In a similar vein, recent
research at the University of Southern California has suggested that
women respond to stress by becoming more cautious, while men display

a willingness to take more risk.
Another 2011 study, by Columbia
Business School professor Michael
Morris and Emily Amanatullah, assistant professor at McCombs School
of Business, found that women fare
worse than men when negotiating
for salary and budgets. That, however,
is not because they are less effective
bargainers or less ambitious, but
rather because they rein in their
assertiveness to conform to gender
role expectations. Interestingly, when
women are negotiating on behalf
of coworkers or team members, they
are as effective as men because aggressive bargaining in others’ behalf
is more with consistent with the
expected female role of caretaker.
Collectively, these studies indicate that the systemic bias at the root
of the gender gap has less to do with
formal hiring practices and talent
management than with entrenched
organizational and cultural notions
of how leaders should behave, what
they should value and how they
should get things done. Viewed

through the filter of these perceptual
biases, each of the studies would
seem to have identified deficiencies
in women’s approach to leadership.
But from a different perspective, it
seems obvious that being thoughtfully cautious, believing one’s accomplishments should stand on their
own, avoiding bluster and self-promotion, and being more comfortable
advocating for others than for oneself are ideal leadership characteristics, not signs of a lack of confidence,
ambition or efficacy. It would be
preferable if, rather than requiring
sponsorship to compensate for these
“deficiencies,” more companies began
to recognize the value of such behavior in its own right and rewarded it
accordingly.
Now that the pipeline is flowing
and an array of hiring and development practices have been put in place,
the final challenge for organizations
seeking parity for women in the
workplace is to eliminate the biases
that define talent and leadership
too narrowly.

Total Health Expenditure per Capita and GDP per Capita
$8,000

Health spending is rising faster than
incomes in most developed countries,
an issue that is particularly acute
in the U.S., which not only spends
much more per capita on health care,
but also has had one of the highest
spending growth rates.
Source: Kaiser Family Foundation and OECD
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Playing to the Crowd

J.D. King

Crowdsourcing has shown great success, great promise and a number of red flags.
In very short order,
crowdsourcing has begun to affect just about
everything. It has been
five years since Jeff
Howe’s article in Wired
magazine coined the term to
describe the practice of outsourcing traditionally in-house
functions to large groups of outsiders in the form of an open
call. What was then a burgeoning phenomenon exemplified
by the open-source software
movement, Wikipedia and eBay
has proliferated into a “diverse landscape offering over a dozen distinct
models for creating value with
crowds,” according to Ross Dawson,
a futurist and crowdsourcing expert.
Today, for all kinds of
start-ups, established businesses, and government
agencies, some form of
crowdsourcing is the model of choice
for performing rote operational
tasks at minimal cost
as well as for analyzing
data, messaging and
marketing, funding,
managing risk, driving
innovation, and designing — and manufacturing — products. “The reality of
global distributed work is going to
change how we work, the work we
do and the shape of organizations,”
said Dawson.
One of the more established
crowdsourcing models
is the service marketplace, an online meeting

place where companies post projects
and freelancers bid for the work.
Many of these are “microtask” platforms where large-scale projects
are broken into many bitesize, web-based tasks which,
though simple, require
human intelligence. Perhaps
the best known microtask
platform is Amazon’s Mechanical Turk, launched publicly in
2005, which at any given time offers
hundreds of thousands of human
intelligence tasks, or “HITs” — requiring skills such as transcription,
categorization or translation. Registered users
perform the tasks for,
in most cases, pennies
per HIT, making their
money through volume
and providing the businesses or
individuals that use the service with
an inexpensive, on-demand, scalable
workforce.
A number of companies
founded in the last several
years are based on variations

of the service model.
oDesk, Elance, Freelancer.com, Clickworker, Crowdflower
and Serv.io have expanded the concept to
offer their user-clients task coordination and oversight, workflow management, guaranteed
turnaround times and quality
assurance. Clients are able to use
them as on-demand agencies for
special projects or to virtually
staff departments or handle
ongoing functions. Fees paid
to workers generally correspond to
the nature and complexity of the job.
oDesk, for example, reports an average job fee of $5,000.
Another popular crowdsourcing
model, known as “crowdfunding,”
is evolving rapidly as social media
and micropayment technology have
made it easy to secure donations
from supporters at very low cost. At
first it was primarily the
province of political campaigns, charities and the
arts, but more recently sites
such as crowdcube.com are
focusing on funding
businesses rather than
creative ventures and finding
ways to offer investors equity.
Increasingly, companies
and organizations are using an
open-competition model to tap into
the crowd’s — or their customers’ —
ability to make contributions to
messaging, R&D and product development. In 2010, General Electric’s
Ecomagination Challenge
yielded promising ideas

The Latest Thinking
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1,300 challenges and solved
half of them, including
identifying a biomarker to
measure the progression of
amyotrophic lateral sclerosis in patients, designing new methods of oil spill recovery, and inventing a solar-powered light for areas
without electricity.
There has been a boom in similarly ambitious crowd-competition
sites in recent years. Kaggle, founded
in 2010, is a platform that allows
organizations to post their data and
have it scrutinized by scientists
around the world. Competitors are
offered prizes to develop algorithms that
predict outcomes
based on the data,
such as predicting
bankruptcy from
credit scores or hospitalization rates from
medical claims. A newer site, Forecasting Ace, asks registered volunteers to predict future events and
outcomes based simply on their informed, but not necessarily expert,
judgments. The project is sponsored
by a U.S. government agency, the Intelligence Advanced Research Projects Activity, to test the premise that
aggregating a large volume of such
judgments can yield accurate forecasts about politics, business, technology, medicine and social trends.
Despite the breadth and seemingly irresistible momentum crowd-

sourcing has gained,
or perhaps because of
it, many have voiced
legitimate concerns
— about the quality,
controllability and accuracy of the
work, the logistical obstacles presented by integrating the crowd into
a company’s workflow, and the wisdom of having outsiders work with
information that may be sensitive or
proprietary. Increasingly vocal professionals, especially in creative or
highly specialized fields, contend
that crowdsourcing devalues their
profession by increasing the amount
of unpaid “on-spec” work and puts
such severe pressure on prices that
it will destroy companies and spawn
“digital sweatshops.”
Most crowdsourcing advocates
do not dismiss such concerns, but
they tend to believe equitable standards and best practices will emerge.
For John Winsor,
founder and CEO of
Victors & Spoils, an
ad agency built on
crowdsourcing
principles, it will
require “a delicate
balance between encouraging participation and maintaining clarity of
overall business objectives. Every
company will develop its own way
of handling that debate. For now,
the most important thing is to
jump in and try.”

By the end of 2011, more than 250,000 InnoCentive solvers
worldwide had worked on more than 1,300 challenges and
solved half of them, including identifying a biomarker to
measure the progression of amyotrophic lateral sclerosis in
patients, designing new methods of oil spill recovery, and
inventing a solar-powered light for areas without electricity.

J.D. King

for efficient energy production, in
which GE invested $200 million.
When the Defense Advanced Research Projects Agency wanted to
design a new Humvee in 2011, it
held an open contest that drew 160
entrants in just two weeks. Fourteen
weeks later, the winning design —
which looked like a futuristic, jackedup SUV — was built and hailed as the
first crowd-sourced military vehicle.
When Goldcorp, a financially struggling Canadian mining company,
was unable to find gold on its land
in northern Ontario, it put all its
geological data online and offered
$500,000 in prize money for
accurate suggestions. The
company received submissions from all over the world,
including some using 3D
computer-modeling techniques, and found $3 billion
worth of gold, making Goldcorp one of Canada’s biggest mining
companies.
The granddaddy of crowd-competition platforms is InnoCentive,
launched in 2001 by Eli Lilly as a way
to connect with innovators outside
the company. It soon became clear
that InnoCentive was attracting a
wide variety of experts
who were adept at
solving problems outside their disciplines,
so Lilly decided to
open up its brain trust,
for a fee, to other companies. Those companies posted their problems and challenges and offered thousands of
dollars for solutions — sometimes
tens or hundreds of thousands, depending upon the complexity of the
problem. By the end of 2011, more
than 250,000 InnoCentive solvers
worldwide had worked on more than
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the end of conversation
By P.J. O’Rourke

I have seen the end of conversation.
My 14-year-old daughter and her friends text
each other constantly. Even when they’re all gathered
together in the food court at the mall their skinny
fingers are blurs upon their touchpads. The dispatches
are going nowhere but to the iPhones on the other
side of the Coke cups and the pizza crusts, and they
spend much more time texting than reading the texts
they receive. This is not because typing takes longer
than reading, which I’m not sure it does for the digital generation. The girls already know the message,
the message being “I’m texting.”
Facebook works the same way. “Everybody has a Facebook
page,” my daughter insisted, so we let her have one. When
not texting she is on Facebook. But it’s always her own Facebook page she’s looking at. “Why,” I ask, “aren’t you looking
at everybody’s Facebook page?”
“Huh?” she says. And “Huh?” is — except for the declarative sentence quoted above — pretty much all she’s had to say
to me since she ceased being 12. I could continue making fun
of teens in the customary fashion, but it so happens I think
“Huh?” is a deeply insightful comment on modern discourse.
All our technological advances seem to be employed in
taking the “co-“ out of “communication.” We’ve invented a
thousand ways to speak to each other and are using them to
talk to ourselves. Having arrived at an age when I actually
do talk to myself — driving my family crazy muttering I’mmaking-a-sandwich-now, Time-to-rotate-the-tires-on-theChevy-soon, Why’d-I-go-down-the-basement? — I can’t fault
my daughter for doing the same with greater tech savvy.
We can’t know what was going on in the little monkey
brains of Australopithecus, but surely the original motive for
making ourselves understood to others had to do with those
others, not just the self. If not, we could have stepped outside
our cave alone and addressed the whole world with random
grunts. Which is a pretty good description of most blogs.
The psychological motivation behind personal blogs is
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easy to understand. What’s incomprehensible is why anybody would look at them. I suspect nobody does. A careful
analysis of blogs lacking commercial or organizational purpose probably would reveal that all blog hits come from other
bloggers looking for something to plagiarize plus the bloggers’ mothers checking to see if they’re still on their meds.
Facebook is different from giving a speech to the ether:
it’s putting a billboard there. A Facebook page is a promotional conundrum, advertising something we all claim to
believe can’t be bought or sold. (Excepting those who want
to be “friended” for the purpose of an age-old commerce and
should go on Craigslist.) If it’s our pals who respond to our
ad we acquire what we already have. We’re customers at our
own yard sale.
And Twitter is an on-line version of walking around in
the park with nothing on under your raincoat except the
cut-off ends of your trouser legs fastened with elastic around
your knees.
There was once something called social intercourse, the
mutual exchange of information, concepts, theories — an
expansion of intelligence and understanding. I’m not finding
that e-mail broadens the intellect much, or improves the tone
of parlance either. What happened to the formal salutation
and the complimentary close? My dear Mr. O’Rourke, I remain
very sincerely yours. This has been transformed into “hi!” and
“-me.” E-mail is as abrupt as a note tied to a rock and thrown
through the front window. Although this, at least, is mail that
announces its arrival with the exciting tinkle of broken glass.
Not that e-mail really is mail of any kind. It’s more akin
to a slap on the back or a wave from a passing vehicle or a tug
on a sleeve. E-mails do not inspire a response, they nag for a
“reply.” E-mailers are in such a hurry that even moving a pinkie to the shift key to capitalize is too time-consuming. The
form is so affectless that, to indicate whether the sender is
kidding or sorry or whatever, things called “emoticons” must
be used. These keyboard symbols make your inbox look like a
speech balloon from a novice newspaper cartoonist who hasn’t
yet learned how to %|&@#$! swear : (
Very little of what takes place on e-mail can be called con-
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versation. And the telephone doesn’t ring anymore, which is
an absurdity since these days everyone has a telephone all the
time everywhere. It’s being used to leave voice mail messages:
“Hi! Me. I’ll text you.”
In fairness, the Romney campaign people do phone most
evenings around cocktail hour, just when I’m ready to chew
the fat about health insurance mandates. But they turn out to
be recorded. My daughter’s “Huh?” is more of a response than
I get from robo-calls.
Like making fun of teens, Luddite rants can go on forever.
But, in fact, technology didn’t cause the incommunicado trend.
We’re just using technology to help us say, “Will everyone
please shut up. I can’t hear myself shouting.”
This is a natural human tendency. The first thing a baby
does at birth is shriek. He doesn’t even know if anyone else
exists and he’s flaming in the chat room of life.
Supposedly there was once a greater give and take in discussion. According to the Old Testament, even God used to
show up now and then to shoot the breeze. Although, to be
frank, He isn’t portrayed as a great listener.
Then there are Plato’s famous Dialogues showing wise Socrates using his Socratic method, asking questions instead of making pronouncements. Socrates, however, does most of the
answering himself. In the dialogue with
Phaedrus, here’s a sample of Phaedrus’s
side of the conversation:
“True.”
“Very true.”
“No doubt.”
It’s as if a Democratic Party pollster had gotten to him with leading
questions about income inequality.
Before amplification, entertainers had to be personable with those
they meant to entertain. All performances are interactive when
the performer is within
fruit and brickbat range. I’m
sure Homer quickly gave in
to calls for a lyre solo during
dull parts of the Iliad.
This is probably why literacy
was invented. The written word is a great
way for authors to escape from audiences.
It makes sure that, while writers are telling everybody what’s what, readers are
off in an armchair or living a couple of
dozen centuries in the future.
Think of the royal minstrels,
court jesters and Shakespearean actors
who, at any moment, could have their
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heads cut off by grumpy kings, doublets rapiered by testy
courtiers or Globe Theater thatch roof set on fire by irked
drama critics. No wonder they were all so eager to retreat
behind motion picture cameras, radio microphones and the
security guards at television studios.
The idea that communication goes in only one direction
means an uncommunicative culture. We saw it first with the
highbrows and their modern poetry, abstract painting and
atonal music. What was this stuff supposed to mean to the
public? The highbrows didn’t give a damn. Then the cultural
journeymen, the fetchers of punch lines and carriers of plot
points in the creative world, quit giving a damn too. Will
somebody please tell me, what’s the point of reality TV?
On one cable channel there’s a fellow called Billy the
Exterminator. He dresses funny and kills mice. I can do that
at home. I do do that at home. Why is it on television?
The contestant shows — “American Idol,” “X Factor,” “Danc
ing with the Stars,” devote most of their airtime to people with
vocal cords made of shoelaces or with two left shoes. What information, concept or theory is being conveyed?
The tenets of popular culture run downhill to politics. The Democratic president
seems to feel it’s beneath his dignity to
have a conversation with the American people about his big ideas. The
Republican presidential candidates
seem to feel it’s beneath their dignity
to possess any ideas worth having a
conversation about. Except for Newt
Gingrich who has so many ideas his
head explodes. And that’s a conversation stopper.
Political protest movements
have followed course. Occupy Wall
Street is completely incoherent on
purpose and proud of it.
I have a rough idea of what the end
of conversation means for society. Forty
years ago teenage boys of my generation
came up with a form of non-communication that predicted the future of art,
popular culture, politics and Internet content. Mooning. We’d drive around in search
of respectable, well-behaved, reasonablelooking people, and when we found them we’d
pull down our pants and stick our bare behinds
out the car windows. Now everybody’s doing it. 
P.J. O’Rourke is a political satirist, humorist and author of many
books including “Don’t Vote, It Just Encourages the Bastards,” “Eat
the Rich” and “Parliament of Whores.” He was foreign editor of Rolling Stone magazine and is a regular contributor to The Atlantic Monthly.
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Deborah Dunsire,
CEO of Millennium Pharmaceuticals
By Victoria Griffith

A visitor to Millennium Pharmaceuticals’ headquarters in
Cambridge, Mass., would have a hard time missing the company’s new motto. The words “We Aspire to Cure Cancer” are
plastered everywhere around the corporation’s headquarters,
setting a goal as deceptively simple as it is ambitious.
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from the big-dreaming Levin. Her friends say she is the
type who comes over for dinner and insists on doing
the dishes. This get-it-done mentality spills over into
recruiting at Millennium, where Dunsire confesses to
turning away big-talking job seekers in favor of quiet
achievers.
Dunsire is a quiet achiever herself. Born into very
modest circumstances — her parents were lower-middle-
class Scottish immigrants in what is today Zimbabwe
— Dunsire learned to dream big by degrees. After the
family moved to South Africa, she aspired to becoming
a nurse, but decided to become a physician when it
turned out she was near the top of her class. On a whim,
while waiting for her specialist program to start, she
answered a want ad in the newspaper to oversee clinical
trials at the pharmaceutical group Sandoz. Eventually,
her career led to Novartis, where she headed the oncology group. From there, she moved to Millennium.

P

eople in the industry praise Dunsire for
her incisive mind. As a board member
of the biotechnology company Allergan,
she is known for asking the right question at the right time. “Deborah doesn’t speak up
that often; but when she does, everyone listens,” said
David Pyott, Allergan’s CEO. “She’ll ask the one question
that gets right to the point of where the weakness lies
in any argument.”
Transferring the creative, but at times inefficient,
energy of the young Millennium to the more focused,
mature corporation that Millennium is today has not
been easy. Many managers stumble as their star start-up
morphs into a bigger operation. And Millennium’s transformation was accelerated after its purchase, in 2008, by
Japan’s Takeda Pharmaceuticals for $8.8 billion.
Yet Dunsire has met with success. When she became
CEO, sales of the company’s only drug, the cancer treatment Velcade, were slipping. Worse, the product was
facing a new competitor: Celgene’s Revlimid. Dunsire
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While the mission statement appears lofty, it is
actually a lot more modest than the company’s original
objective, which was to cure, well, just about everything.
The entrepreneur Mark Levin founded Millennium in
1993 at the cusp of the genomics era. By using supercomputers to home in on disease-causing genes, Levin
aimed to develop treatments for all sorts of maladies,
from diabetes to heart disease. After a session with the
high-energy Levin, early investors may have believed
Millennium would soon turn the world into a diseasefree environment.
The company is a lot more realistic these days
about what it can and can’t do as it transforms itself into
a more staid version of its earlier self. And under the
leadership of the current chief executive, Dr. Deborah
Dunsire, Millennium is aging more gracefully than
many had expected. “Mark was one of the world’s most
prescient visionaries,” Dunsire, his hand-picked suc
cessor, said in an interview with Briefings. “But the early
vision wasn’t mature.”
That’s partly because of the science. Drug development turned out to be a lot more complex than just
linking a single gene to a single disease. Scientists eventually realized that almost all diseases are caused by a
number of genes interacting with one another in unpredictable ways. Researchers also rediscovered the importance of environment, which influences how genes act
in the body. But Millennium’s immaturity was not only
due to gaps in scientific knowledge. It also stemmed
from a corporate structure that was better suited to a
start-up than to a large pharmaceutical group.
Since she became the CEO in 2005, Dunsire’s job
has been to take Levin’s vision and turn it into a disciplined approach for getting drugs to market. When I
arrived at the company’s headquarters for an interview,
Dunsire was not in her office. She explained that she
spends little time there, preferring instead to walk
around the building for impromptu exchanges with
employees, who number 1,100.
Dunsire exudes a down-to-earth practicality, a shift
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realized that the company’s future relied on Velcade’s
success, and she worked to improve its sales. Her efforts
have paid off.
Under Dunsire, annual sales of Velcade have jumped
almost 40 percent, to $492 million last year. Takeda has
given its subsidiary oversight of nine new cancer compounds that were discovered outside of Millennium, a
sign of its faith in Millennium’s drug development program. Perhaps most reassuring to investors is the company’s robust pipeline. Millennium now has seven
oncology drugs in late-stage clinical trials, targeting pancreatic, lung and ovarian cancers, as well as lymphoma
and other conditions.
“I don’t think you can discipline innovation,” Dunsire said. But it may be possible to discipline the managerial structure surrounding innovation, which is what
Dunsire tries to do. Being part of a big operation like
Takeda was not something Dunsire aspired to. Dunsire
says she loved the energy and camaraderie of the old
Millennium. But she also realized that the deal was best
for shareholders. Takeda’s offer was 13 times Millennium’s annual revenues, a 53 percent premium over its
share price.
At the time of the negotiations with Takeda, Dunsire was reading “Built to Last” by James Collins and Jerry
Porras. The book had a big influence on her decision to
stay with the company and take it into a new phase. “I
went around talking to people and tried to avoid the
tyranny of the ‘or’ and instead looking for the ‘and,’ ” she
said. “After a while, we all began to see that we can be
innovative, cohesive and be part of a big company.”
Rather than fret about what Millennium was giving
up by making the transition from small biotech to “big
pharma,” Dunsire tried to focus on three things: what
workers would like to keep from the old Millennium,
what they would gain, and what they would rather leave
behind.
Even the most beloved organizations have weaknesses. In the “better left behind” column, Dunsire
placed Millennium’s old practice of making every decision by consensus. “There was this idea that everyone
was holding hands at the table, because every person in
the company had such a big stake in its future,” she said.
At the new Millennium, Dunsire has instituted a clear
decision-making structure. “We want to hear all voices,”
Dunsire said, “but we are not a democracy.”
Another “good riddance” item was the tyranny of
quarterly earnings announcements. Like other young
companies, Millennium had limited resources and
needed to show investors every three months that it was
producing results. That, according to Dunsire, made it
harder to concentrate on long-term investments. Because
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it can take 10 years to move a drug from laboratory to
the doctor’s office, the short-term approach made it difficult for Millennium to fill its pipeline with promising
new medicines.
The “have to keep” column was longer. At the top of
the list was maintaining Millennium’s entrepreneurial
spirit. Dunsire admits that is tough for a larger company, which can often drown innovative impulses in a
sea of bureaucracy. The key, she said, is to set up an organization that is simple enough to “read,” but doesn’t just
throw huge groups of people together. “The human
mind can’t deal with too much complexity; the span is
too large, so it’s tempting to just lump things together,”
Dunsire said. “You have to resist that, because it won’t
facilitate adaptability. Innovation happens best in small
groups of people that can move rapidly on the science
and respond very fast to emerging knowledge.”
She decided to organize Millennium into small,
cohesive teams that would take charge of specific projects. In doing so, Dunsire concedes, she was taking a
page from the book of Glaxo, the largest pharmaceutical
company in the world, which has met with success in
recent years by breaking the company into units of a
few hundred people, and teams of a few dozen. “It made
the people in each team hungry to succeed,” Dunsire
said. “Big organizations are not stupid, but their scale
can make them slow.”
Yet breaking things down is not enough. It’s also
important, Dunsire says, to create connections between
groups, both to avoid doing the same work twice and to
increase synergies. For instance, someone in each group
keeps tabs on what’s happening at the home base in
Japan, to see if some of the research done there can be
imported to Cambridge, or vice versa.
The entrepreneurial spirit of the project-based

“Dunshire will
ask the one
question that
gets right to the
point of where
the weakness lies
in any argument.”

organizational model has had an impact not just on the
company’s scientific side. Sara Tong Benyamini, a learning and development specialist in the group’s human
resources division, said she was inspired by the smallteam approach to take on a challenging project: grabbing a spot for Millennium on Fortune magazine’s list of
the 100 Best Places to Work.
Benyamini came up with the goal back in 2007.
At first, she thought it was just a matter of waiting for
Millennium to grow a little, then filling out the forms.
The minimum number of employees for the Fortune list
is 1,000. At the time, Millennium was 100 workers short
of that. But once the company did get to the magic number of 1,000, Benyamini found that its purchase by
Takeda once again made it ineligible for that year’s Best
Places to Work list. Not until 2011 did the company
finally pull it together. “Making that list is a lot more
complicated than it sounds,” Benyamini said. “It involves hundreds of workers filling out forms and all
sorts of requirements and deadlines you need to meet.”

Dunsire’s questioning is
meant, in part, to get her
staff to prioritize and focus.
The project came to the attention of Dunsire, who
is grateful that Benyamini took charge. “Being on that
list makes it so much easier to recruit the people we
want to recruit,” she said. “And talent is what we’re all
about.”

T

Maximizing Opportunities

he main advantage to being part of a large
operation is clear to Dunsire: capital. But big
companies actually have such an abundance of
resources that it is difficult not to waste them.
Dunsire is constantly asking herself if resources
are appropriately divvied up. She keeps certain guidelines in mind, but does not draw a line in the sand.
“We try to spend about 30 percent of our resources on
research,” she said. “But in any given year, the actual
spending can be 28 percent or 34 percent, depending
on the specific circumstances.”
For a pharmaceutical company in particular, financial resources are critical. Laboratory research is one of
the cheapest stages of drug development. The real invest-
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ment comes in drug development, especially clinical trials. Underfinanced young drug companies often falter at
this stage, which means they can’t pursue a key strategy
in Dunsire’s playbook: maximizing opportunities.
Brand-new drugs are few and far between, which
makes it essential that when a new product does come
along, it is milked for all it’s worth. “Biotech companies
weren’t really good at this, because they thought after
they’d done all this great science, people should just buy
the drug,” Dunsire said. As a physician herself, Dunsire
knew that things don’t just happen like that.
When Dunsire took the reins at Millennium, the
company had one drug on the market: Velcade. But the
use of Velcade was limited to just some of the people
suffering from the blood marrow condition called multiple myeloma: patients who had tried another drug and
not improved. (This is often referred to as a second-line
treatment.) In 2006, Millennium got Food and Drug
Administration approval as well for patients suffering
from mantle cell lymphoma, an aggressive form of the
blood cancer non-Hodgkin’s lymphoma. In 2008, Velcade was also approved for use in multiple myeloma
patients who had never taken any drugs before, granting
it first-line treatment status.
The new indications for Velcade have raised sales of
the product, and Millennium is hoping for even broader
use in the years ahead. But Dunsire says that approvals
are not enough; the company needs to get the word out
to physicians about the product as well. “Having been a
doctor myself, I know how busy they are,” she said. “If
you haven’t synthesized your information to tell them
about your product in an efficient way, you’ll fall to the
bottom.” Dunsire decided that the marketing material
for Velcade was just too wordy, and she ordered that it
be cut down.
While Dunsire aims to imbue all the divisions, from
marketing to human resources, with a sense of creativity,
Millennium remains primarily a science-based corporation. And Dunsire doesn’t pretend to be scientist. In fact,
Dunsire goes out of her way to avoid making scientific
decisions, giving her chief science officer, Joe Bolen,
complete responsibility in that area. She often excuses
herself from scientific discussions at the company, preferring to sit in the audience instead. “I do try to learn
as much as I can, so that I can ask the right questions,”
she said.
Dunsire’s questioning is meant, in part, to get her
staff to prioritize and focus. It’s an extension of the “Aspiring to Cure Cancer” motto. The motto is effective as
a marketing tool for Millennium, Dunsire says, as well
as serving as a motivator for nonscientists in the company. The mission statement also gives management a
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Innovation according to Dunsire
think about change in your organization: what you’d like to keep, what you’d like
to add, and what is better left behind.

•C
 onstantly

down groups into smaller units to encourage an
entrepreneurial attitude and to streamline decisions.

• Break

Breed connections. Make sure the units are talking to one another to take advantage of synergies.

•

Maximize opportunities. Laboratory breakthroughs are
crucial, but maximizing sales of the end product is just as important.

•

• Don’t
•

ignore marketing.

Listen. Acknowledge what you don’t know as CEO.
Manage your talent. Don’t skimp on the time
it takes to recruit and develop talent in your organization.

Courtesy of Millenium Pharmaceuticals

•

self-disciplining tool. When Dunsire took over at Millennium, the company was just as interested in diseases
involving inflammation as cancer. Dunsire decided that
Millennium couldn’t afford to do both, and cut inflammation research.
Yet focus should not kill flexibility, Dunsire says.
In reality, drug discovery is a lot messier than Millennium’s mission statement implies. The messiness sometimes works in favor of a drug, and sometimes against
it. For instance, Millennium had high hopes for using
Velcade in treating colon cancer. Yet experiments in
that area failed. “Now we need to find out why,” Dunsire
said. But recently, Millennium began receiving letters
from doctors saying that they have been able to use
Velcade effectively in transplant patients to damp down
the immune response that often causes patients’ bodies
to reject new organs. It’s not cancer, but Millennium
plans to look into it further, in order to maximize Velcade’s use.
“We may end up passing that, in a later stage, to
Takeda,” she said. “But that’s what my job as CEO is all
about. I’m a connector. I listen to the doctors and pass
the information to the scientists at our company. I listen to the scientists and communicate the research to
our headquarters in Japan.” To strengthen ties between
Tokyo and Cambridge, Dunsire travels regularly to
Japan. Takeda’s top executives also made a pilgrimage
to Massachusetts in March 2010 for the group’s first
board meeting held outside of Japan.
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While Takeda provides plenty of financial resources to Millennium, Dunsire says one resource
remains in short supply: her time. She confesses to
micromanaging tendencies, and has had to learn to
step back and let others get on with their work. Dunsire
cultivates an image of an open-door CEO, regularly
scheduling time to walk around the company’s facilities
and talk with researchers and other workers.
Millennium still faces serious challenges. Velcade
remains its only product, and the company under Dunsire has yet to prove that it can move a brand-new drug
from the laboratory to the doctor’s office. And while
Dunsire has done a good job of maintaining Millennium’s independent spirit, the final decisions over the
company’s future rest in the hands of its parent company, Takeda. Millennium’s subsidiary status means
Dunsire often has to take a lower managerial profile.
But it’s a role that comes naturally to her. “I am like the
conductor of the orchestra,” Dunsire said of her CEO
style. “I may not play the violin or oboe, but my job is
to bring great musicians — in this case scientists —
together and get them to play the symphony.”
A longtime correspondent for The Financial Times, Victoria Griffith
covers business from Boston.
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Philanthropy,
An Interview with

g

Turkish-Style
Güler Sabanci

Güler Sabanci is the most successful businesswoman in Turkey, and The
Financial Times has listed her as the third most powerful businesswoman
in the world. Particularly close to her heart in recent years has been her
company’s innovative program of philanthropy, an effort that is increasingly winning international recognition.
Corporate philanthropy is relatively new to Turkey, having been
pioneered largely by the Sabanci Foundation, which has given some
$1.5 billion to charitable causes. Founded almost 40 years ago, the foun
dation focused initially on education and culture. But Sabanci has
steered it firmly toward women, in a country where child brides and
“honor” killings of allegedly unfaithful wives are still commonplace.
In an innovative program designed with the support of the United
Nations, she has helped and encouraged women across the country
to set up local organizations to defend their rights.
Sabanci’s work is receiving growing international recognition. In
2009, she was awarded the Raymond Georis Prize for Innovative Philanthropy. The European prize’s jury said, “Sabanci’s unique ability to convert dreams and idealistic hopes into concrete results that have a positive
impact on the lives of so many epitomized the very spirit of the prize.”
Then, last September in New York, she received a Clinton Global Citizen
Award, which recognizes individuals who have “demonstrated visionary
leadership in solving pressing global challenges.” She shared a platform
with Trudie Styler, wife of the musician Sting, recognized for her work
in preserving rain forests around the world.
Born into a remarkable family, Sabanci has become one of its most
remarkable members. Chairwoman and managing director of Sabanci
Holding, the business founded by her grandfather, Haci Omer Sabanci,
and built up by her uncles into the largest industrial group in the country,
she oversees a sprawling multibillion-dollar conglomerate whose profits
have doubled since 2004, when she took the helm.

22

Q2.2012

Credit

by Tim Hindle

Credit

24

Q2.2012

fully original restaurant called Changa, which has just opened
an offshoot in the West End of London. The museum is now at
the center of the vibrant cultural life that has in recent years
made Istanbul a highly sought-after recreational destination.
This autumn, it is the site of an exhibit by the avant-garde
French artist Sophie Calle. One part consists of a series of disturbing images and stories representing the last things that
several blinded Turks remember having seen. It all comes
together: an exhibition of a woman’s images of disability in a
museum supported by a foundation whose central aims are
promoting culture, women and the disabled.
Briefings: Tell me about the Sabanci Foundation — the
vehicle, I believe, for all your family’s charitable giving.

sabanci: It is something very dear to my heart. It was set up
by a donation from my grandmother. My grandfather had
died in 1966, and my grandmother decided to give away all
her wealth to set up the foundation. She was a simple Anatolian woman who was confident that her six sons would take
care of her once she had given everything away.
The foundation was established in 1974 in such a way
that its governance came within the Sabanci group. The board
of the Sabanci holding company now elects the board of
trustees, and while a majority of the trustees are members
of the family, they don’t have to be directly in the business.
Are the strategies of the foundation and your businesses
developed together?

Ed Robinson/OneRedEye (all)

The company’s original business was textiles; it has since
added interests in financial services (Akbank), automotive
components (Brisa) and supermarkets (in partnership with
Carrefour and Dia). Under Sabanci’s guidance, the group has
embarked on a program of massive investment in energy infrastructure. “Creating sustainable, competitive and environmentally sound energy policies will be the major challenge in
this century,” she said in the company’s latest annual report.
After gaining an M.B.A. from Bogazici University in Istanbul, Sabanci joined the family business in 1978. She earned her
stripes working in unglamorous businesses — first for Lassa,
a tire manufacturer, and then running Kordsa, a leading producer of nylon and polyester yarn. Her ability caught the eye of
her uncle Sakip, the principal leader of the business from his
generation, and when he died in 2004, the mantle was handed
to her. She was 49 years of age. In recent years, Sabanci’s heart
has grown closer and closer to the group’s philanthropic
work. She is now chairwoman of the trustees of the Sabanci
Foundation, the vehicle for the philanthropy of both the corporation and the family. Its most notable achievement has
been the founding of Sabanci University, already one of Turkey’s top engineering institutions. Nowadays, the foundation
finances some 1,300 scholarships every year, focusing its efforts on education but looking particularly to help women,
the young and the disabled.
Philanthropy has been part of the family business from
its very beginning. When his father died in the Balkan Wars
(1912-13), Haci Omer Sabanci, then aged 12, walked the 200
miles from his home village near Kayseri in central Anatolia
to the coastal region of Adana, Turkey’s version of Texas —
a stretch of flat, hot, well-watered countryside close to the
Mediterranean Sea. There, he gained a respect for the land,
which was so much more generous than the rocky plains of
Anatolia that he had left behind.
He became a successful cotton farmer, and as his business grew, he would return every year to his village and give
to those who had stayed behind. Sabanci still remembers the
annual visits her grandmother would make to the village near
Kayseri and the gifts she would take with her. In the same
spirit, her grandmother set up the foundation after her husband’s death.
Sabanci and I meet in the Sakip Sabanci Museum, a
wooden mansion on the western slopes of the Bosporus, surrounded by tall dark pines and fast-running water, a very
Ottoman landscape. The house was the summer home of
Haci Omer Sabanci in his later years, and then the home of
his son Sakip. It is a very special place for Sabanci. She was
brought up there for a while by her grandparents and, as a
child, she spent her summers in the house, which is set
among steeply sloping gardens.
Now it is the centerpiece of a museum complex set up by
the foundation. It includes conference rooms and a wonder-
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The second thing that the foundation focused on in its
early years was cultural activities. It built cultural centers in
Adana, Izmir and other cities, and these were also donated
to the relevant local authority. This first stage in the foundation’s history I think of as being mostly to do with hardware.
What came after the “hardware” stage?

sabanci: Following it, there was a second stage — a stage which
involved doing joint hardware and software things together.
We had a theater in Adana, for example, so we set up a theater
festival there — which, by the way, became the first example
in Turkey of a joint public-private cultural venture. Now it
has become an annual event.
One of the turning points for the foundation came in
1994 when the trustees decided to set up a private university.
I was given the responsibility of leading the project, and that
was quite a task. It involved not only building the university
but also building up the programs and taking responsibility
for managing the project — another example of mixing hardware and software. Although the government gave us the land
for the project, it was not really a joint public-private venture,
for that was all they gave us. Half of the foundation’s annual
budget now goes to the university.
sabanci: No. The foundation has its own strategy and its own
long-term plans quite separate from the business. Over the
years, Turkey’s needs have changed — after all, it is an emerging economy — and the foundation’s aims have changed too.
Its aims today are “to promote social development and social
awareness among current and future generations by supporting initiatives that create impact and lasting change in people’s lives.”
From the beginning, there was one basic difference between the Sabanci Foundation and other similar foundations
that were being set up at the same time. Whereas the others
were mostly involved in Istanbul, Ankara and the main cities,
our foundation spread its efforts all around the country.
Where did the foundation’s approach come from?

sabanci: My uncle Sakip was the chair, and in the early days
about 75 percent of the foundation’s giving went to education. It built schools, dormitories, cultural centers, etc., and
donated them all to the relevant local authorities. From the
beginning, the trustees were focused especially on girls’ education. For example, we built a dormitory in Ankara so that
girls from the Anatolian countryside could benefit from a
higher education in the capital. Also, we set up a technical
college for textile workers, exclusively for girls, in Adana.
This degree of focus is unusual. A recent study by the
European Foundation Center found that, right across Europe,
foundations give less than 5 percent of all their donations to
projects supporting women and girls.
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What are you doing to plan for the future of your
philanthropic efforts?

sabanci: Since I became chairman of the trustees in 2004, we
have held a number of conferences here in Turkey on the subject of philanthropy. “Let’s invite people who are involved in
this world,” we said, “so we can learn about the future of philanthropy, where it is going, and what we should be doing in
Turkey.”
What was the outcome?

sabanci: These discussions helped us to define a “new era.”
Since 2006, the foundation has decided to focus on fewer
things. We want to look more at social change, and that means
more software. For instance, we have started to produce a program called “Turkey’s Changemakers.” People from all over
Turkey nominate individuals who they think have made a
change to their communities, and we make a video of ones
that we select and tell their stories. They are then shown via
the Internet and have so far attracted an audience of more
than a million.
The second thing we agreed when we defined the new
era is that we cannot do everything on our own. We have to
do more through partnerships. All my career I have been
working through partnerships. In the 1980s, I was one of the
first in the group to be involved in foreign commercial partnerships, and I was very much supported by my late uncle
Sakip. In the end, globalization meant that it was the right
thing to do.
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Will public-private partnerships remain your focus?

sabanci: I believe we have to go beyond public-private partnerships. In one instance, we have developed a project
together with U.N. agencies in Turkey and the Ministry of
the Interior. Its aim is to improve girls’ and women’s human
rights in Turkey. We chose six cities at first, and with a methodology that the U.N. helped us with, we brought together
local groups — the mayor, other NGOs, schools and people
involved in education — in order to define the priorities
among women’s issues in that city. Obviously, they vary. In a
city like, say, Izmir in the west of the country, the issue may
well be jobs for women; in a city like Urfa in the east, it might
be the issue of child brides.
It is important to create an awareness among the leaders
of each community that they have these issues. We ran a oneweek program at Sabanci University where we “taught the
teachers” from the six cities. Teachers came to Istanbul for one
week to increase their knowledge of women’s rights. They
then went back and taught other teachers, all of them from
state schools. The ministry of education is very happy about it
In the end, the NGOs prepare a project and submit it to
the Sabanci Foundation, where a committee decides which
ones we are going to support.
How do you decide which group or project gets your support?

sabanci: We have a team of experts inside the foundation and
an independent panel of university professors, journalists and
sociologists. We also have U.N. people to help us. They assess
the projects and select the ones to be given grants. Projects
last 12 to 18 months, and we follow their progress and their
outcomes.
We ask the people behind each of the submissions to
explain how much of a change their project is going to make,
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what are the criteria for it to be successful. By merely asking
the right questions, we make them think also. When we
started, there were some of the cities where there was not
even one women’s NGO. But, after four to five years’ work,
there are now at least three or four in each place. These are
small efforts, but they can make a big difference.
In one case, an NGO pushed the government to provide
easier access to services for the seasonal migrant farmers
who are still a big feature of the largely agricultural Turkish
economy. Another project is aimed at raising the awareness
of child brides, with the hope of increasing the official age
of marriage to 18. At the moment, almost 40 percent of marriages in Turkey involve women under the age of 18. As part of
the project, more than 11,000 people in 51 cities took part in
seminars to discuss the issues raised by such early marriages.
What you described sounds very ambitious. Do you think
results will come quickly?

sabanci: Creating social change takes time. You need patience.
We are now going into a second phase of the U.N. project, extending it to another 10 cities over the next three years, building on the successful examples we have in the original six.
It’s not easy. Not everything about social change and philanthropy is about giving money. I have been to every partners’
meeting in places such as Kars and Urfa for five years. Wherever I go, I sit together with all the local officials and listen to
the grant projects. The women stand up and talk about what
they have achieved, the change that has been brought about.
Do you think the changes you are describing are the job
of government?

sabanci: My grandfather and my uncle always said that because we come from an emerging country, we cannot expect
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the climate, there are things you cannot change. But you
adapt to the climate. You have to have the right seeds for that
soil. And you have to be patient. And even then not all of
them will come up perfect. But next year you will do better.
It is a continuous improvement, a continuous effort.
Is there a Turkish tradition of philanthropy?

sabanci: I grew up with my grandfather and my grandmother.
My grandfather was a hard-working man, very appreciative
of the land, and when he became successful, he said to my
grandmother, who was also originally from Kayseri: “We may
not be rich by Adana standards, but we are rich now compared
with our small village in Kayseri. So it is time for us to go back
to our village and to give back.” The first thing he did was to
build a road to connect the village to the city, to open it up. The
second thing he did was to bring water into the village. And
the third thing was to build a primary school.
Was he unusual in doing these sorts of things?

everything to come from the government. They felt that we
have to be involved together. A joint effort is required. And
more and more the whole world is realizing this. Even in
Davos, corporate social responsibility is a major topic now
and has been for a decade.
In my uncle’s time, no one called it social responsibility;
it was called charity. Now it is more and more obvious that
the sustainability of the world, in every sense, requires that
we work together. Social responsibility is about everything
— climate, people, everything. You need to have balance in
the world. There are so many imbalances.

sabanci: He always believed that those who are more fortunate than others should give back. He said, “We should give
what this land has given to us back to its people.” This is not
very different from his contemporaries. The Ottomans created
tens of thousands of foundations (“vakifs” they were called),
and they had all sorts of charitable purposes. There was even
one for saving the nightingale. The Muslim religion too, of
course, is very strong on giving back, and my grandfather was
a man of faith.
These very prestigious awards that you have been getting
lately — do they make a difference?

In philanthropy the metrics are very different from what
they are in business, are they not?

sabanci: Completely different. For one, the time element is
different. You need to be patient. I learned that from being a
member of the European Foundation Center, where I met
incredible people who have been involved all their lives in
philanthropic work. I learned from them that whatever you
achieve in business in three to five years, in philanthropy
you need to double that.
The second thing is that effectiveness in philanthropy is
not measured only by the numbers. It is important how many
students you educate, how many women you reach, but it’s
really about the change that you are able to bring to that person and to their society so that they can really change others.
And do you get a feeling when that is happening?

sabanci: Yes, you can feel that. I always use the metaphor that
philanthropy is like farming, whereas business is like hunting. You have a target, you go out, plan, wait, study and shoot.
And you achieve a goal. But in philanthropy, as with farming,
you need seeds, you have to work on the soil, you depend on
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sabanci: It’s interesting for me to meet people with such a
serious feeling for giving and for making a difference to
people’s lives. At the Clinton Awards this year, Bill Clinton
was there himself from 9 in the morning to midnight every
day during the ceremonies. He believes in it and puts all his
resources into it — all his accumulated network — and he
brings them all there together, to meet and to spark ideas.
They are very generous, very generous. They inspire you
more, encourage you more. They also provide feedback, confirmation that we are on the right track and taking the right
approach.
Does it put greater pressure on you to meet higher
expectations?

sabanci: It does, yes it does. It increases the responsibility. But
life is like that. I have climbed those stairs before. The higher
you get, the more challenging are the responsibilities.
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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The end of the Cuban missile crisis is generally regarded as a triumph of leadership for President John F. Kennedy. As his advisers prepared plans for invading

Cuba and enduring a nuclear war, the young chief executive held out for settlement, and

managed to reach an understanding with his Soviet counterpart, Nikita Kruschev: The

USSR would withdraw the missiles it was installing in Cuba, in exchange for which the US
would remove its own Jupiter missiles from bases in Turkey, on the Soviet border.It was a

good trade (thanks to new class of submarine-launched nuclear missiles, the Jupiters were
obsolete anyway). But there was a catch: Kennedy felt he could not be seen to give in to his

enemy, nor could he publicly violate American commitments to Turkey about the missiles.

The Soviets would pull their missiles publicly, but the American quid pro quo would be

kept secret. The Soviets agreed, and Kennedy, when asked if he’d made the missiles-for-

missiles trade, lied and said no.

Like other forms of deception, lying is a fact of life. The psychologist Bella DePaulo of

the University of California at Santa Barbara has quantified this common-sense observa-

tion. She once had 147 students keep diaries of their dealings with other people for a week,
asking that they record “any time you intentionally try to mislead someone.” Her perfectly
ordinary volunteers lied, on average, 1.5 times a day. And so it’s a fact of life that in their

day-to-day lives, leaders lie too. (When a loved one asks, “How do I look?” or “It’s a new

By David Berreby
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recipe; do you like it?” frankness won’t serve you, or anyone else, very well.)
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But the lie that averted Armageddon illustrates
a seldom-acknowledged truth: Sometimes leaders
deceive where nonleaders would not; sometimes
leaders deceive because they’re leaders. They fib (and
spin and mislead) because they can. (Until and unless
something goes wrong, no one objects to a falsehood
that led to success.) More important, leaders lie
because leadership at times requires deception.“It is
clear from the historical record,” writes the University
of Chicago political scientist John J. Mearsheimer,
“that although lying is often condemned as shameful
behavior, leaders of all kinds think that it is a useful
tool.”

Of course, leaders need to set an example of
honesty and integrity for their organizations. (They
shouldn’t lie for selfish reasons.) But part of the art
of leadership is knowing when lies have to be told,
and being able to distinguish those deceptions — the
ones created for unselfish reasons — from the purely
self-serving kind.
Strategic deception, of course, needn’t involve
out-and-out lies. There are many more subtle ways
to deny people accurate information that they would
like to have. There is, for example, telling the truth
but creating a false impression. In 1992, the Centel
Corporation, a telecommunications company, held
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an auction to assess interest from potential buyers (a
process that eventually ended in the company’s sale
to Sprint the next year). During this auction, Centel
issued a statement that “the bidding process continues to go very well.” (In fact, the bidding was going
very badly — the company was discovering that it had
no takers.)
Then too, there’s “spin” — statements that arrange
the facts to paint the rosiest possible picture — and
the mega-spin that the philosopher Harry G. Frankfurt calls “bullshit.” (At least liars know the truth,
Frankfurt writes. But the defining trait of b.s. is that
the issuer isn’t paying any attention to truth at all.)
Some, like Eric Bergman, a communications
consultant in Toronto, even include “staying
on message” in their list of deceptive tactics
(since sticking to one’s message means ignoring questions you’re asked in favor of the subjects you would rather talk about).
In the abstract, you could argue — as for
example, the philosopher Sissela Bok suggests
in her influential work “Lying” — that none of
these tactics are as good as plain unvarnished
truth-telling. But a place in the C suite can land
you in situations that most spouses, parents or
friends never face, and in those special circumstances, different standards for deception do
apply. Consider, for example, a bad presentation by one of your direct reports (Is calling
her out in front of the whole team really the
best move?). Or a crucial negotiation (Who
gives away their reservation price before the
game starts?). Or a press release about downsizing (There has to be a better way to say,
“We can’t afford to keep paying these people”).
Or a firing (“Of course, we’ll say you’re leaving
to pursue other opportunities and give you a
letter of recommendation”).
History is rich in leaders who decided
that spin, omission or outright lies — whatever it
took to get people to do what had to be done — would
serve their constituencies better than the truth. (The
founder of the modern Turkish republic, Kemal
Ataturk, had a saying: “For the people. Despite the
people.”) Consider, as Mearsheimer recounts in his
recent book, “Why Leaders Lie,” the reason that
heavy-duty armored vehicles are called “tanks”: during World War I, British leaders told the public they
were developing a water-delivery system on wheels
for the troops in the trenches. They chose deception
in order not to give away their real plans to the enemy. Should they instead have told the truth about
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the new weapon, thus endangering their own soldiers
and their nation’s interests?
Under the theory of “role-differentiated morality,” the philosopher Fritz Allhoff of Western Michigan University argues, certain jobs make some acts
permissible, or even obligatory, that wouldn’t be in
any other context.(For example, a good lawyer undermines a hostile witness, even if that witness is sincere and truthful, because the lawyer’s job is to make
the client’s case. A good soldier is willing to kill people, because his duty is to help win the war.)
Trouble is, the temptation to lie arises without
reference to moral philosophy. A selfish lie that
doesn’t necessarily help the organization can feel,
in the moment, like the best choice. In fact, casual

Whom
Do You
Trust?

a leader’s moral calculus about deception.
The most obvious difference between the roles
of leader and follower, of course, is that the leader is
responsible for the survival of the organization. Since
the late Renaissance, for example, political thinkers
have referred to “reasons of state” to describe the
imperative to keep the nation in existence, no matter
what. Respecting this principle, a leader deceives
when the truth would kill her organization; she
deceives to survive and fight another day. “There’s
nothing sacred, neither fellowship or faith, when
kingship’s at stake,” wrote the Roman poet Ennius.
A number of philosophers think the same rule
applies to business ethics. The philosopher Alan
Strudler of the Wharton School, for example, argues

In ordinary life, we tend to be more frank and confiding with those we trust; and
when we have a close relationship with someone, we feel we owe him or her the truth. But
leaders of democratic nations, John J. Mearsheimer found, are more inclined to lie to those
who trust them — their people — and less inclined to lie to other leaders.
“When I began this study,” he wrote, “I expected to find abundant evidence of statesmen
and diplomats lying to each other. But that initial assumption turned out to be wrong.” The
reason: national leaders function in a competitive and ruthless landscape where almost any-

thing goes, because the stakes are nothing less than national survival. Therefore, they don’t much trust one another.
Paradoxically, that reduces their incentive to lie to each other. If you’re inclined to be skeptical of everything I say
and to verify it independently, then what do I have to gain by trying to deceive you? You will find me out soon enough.
Therefore, Mearsheimer reports, in his study of decades of diplomatic activity, he found few instances of leaders lying
to one another. Instead, he concluded, leaders tell lies to those who do trust them — their own people. If you want the
truth, it seems, the best place to get it from is your competitors.

and selfish lying — which makes life easier for individuals but doesn’t help the organization — is the
bane of many a business. It leads to the substandard
culture that the Harvard Business School’s Ginger L.
Graham calls “the organizational lie”: “marketing
materials touting a commitment to ‘customer delight’
even as customer relationships falter; silence when
an individual isn’t performing or has behaved inappropriately; denial when a program isn’t yielding
results, allowing it to continue.”
How, then, to separate deceptive urges that are
purely selfish and lazy (the ones that help you escape
embarrassment or that avoid unpleasant but needed
confrontations) from the ones that are genuinely and
strategically necessary? Getting clear on this distinction requires getting clear on the exact nature of those
responsibilities to an organization that would alter
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that deception in business can be the equivalent of
self-defense in a bar fight. Centel’s executives, for
example, knew that presenting an accurate picture
of their auction would cause investors to clobber the
company’s stock. So the company said the auction
process was going well, which was technically true
(procedures went without a hitch) but still deceptive
(those procedures showed that no one would buy the
company’s assets). When several investors sued about
this, they lost. Courts recognized that Centel’s leadership had wide latitude to defend the share price.
More commonly, though, the fate of the entire
organization isn’t in play, and the reason for deception
is what Plato called “the noble lie.” The noble lie emerges
from a situation where the truth, while not fatal, would
nonetheless lead to worse outcomes than would a
well-chosen falsehood.For example, Kennedy’s missile
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describe every candidate as outstanding.)
Sometimes, though, the stakes involved in deception are less about an urgent organizational need
than they are about maintaining order, morale and
focus. Leaders will lie, at times, to preserve what the
military calls “social honor”: the dignity and self-respect of the brand, the organization and individual
team members. (As Mearsheimer recounts, as a West
Point cadet he was forbidden to deceive others, except when a fib would preserve “social honor.”) Consider, for example, the firing by Mayor Michael R.
Bloomberg of New York of a deputy mayor last sum-

fib was the right decision, Mearsheimer argues in
“Why Leaders Lie,” “since that lie helped settle the
Cuban missile crisis and avert a possible war between the nuclear-armed superpowers.” To go from
the geopolitical to the personal, every résumé contains some noble lies, at least from the perspective of
its authors. The sin of exaggerating responsibilities
here or puffing up skills there will be outweighed by
the great job I’ll do when I get the position. The same
goes for talking up the superstar “friend” you haven’t
actually seen since 2002 or, for that matter, dyeing
your hair.

A Liar’s Library
A number of executives, political scientists and, especially, philosophers have pondered the relationship of
deception to leadership. Here are the best books and
papers to sharpen your thinking.

Books:
• Sissela

Bok, “Lying: Moral Choice in Public and Private Life.”

J. Mearsheimer, “Why Leaders Lie: The Truth About

Lying in International Politics.” Oxford University Press, 2011
• J.J.C.

• Fritz


Smart. “Ethics, Persuasion and Truth.” Routledge &

Kegan Paul, 1984

Journal of Business Ethics 45 (2003): 283-89
• Albert


Z. Carr, “Is Business Bluffing Ethical?”

Harvard Business Review, January-February 1968, 143.
• Thomas


• Stephen


Carson, “Second Thoughts about Bluffing,”
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L. Carter, “The Insufficiency of Honesty,”

Atlantic Monthly, 277, 2 (February 1996).
• Ginger


L. Graham, “If You Want Honesty, Break Some

Rules,” Harvard Business Review (April 2002).
• Alan


Strudler, “Deception Unraveled,”

Journal of Philosophy, 102, 9 (September 2005).

According to many of the philosophers who
have pondered the ethics of deception in business,
many business negotiations practically require the
“noble lie.” “Is Business Bluffing Ethical?,” the author
Albert Carr asked in a famous Harvard Business Review
article published in 1968. Carr said it was, because
negotiations have different rules from normal conversations. Like poker games, he argued, they require
that “players” hide truths from one another. To quote
the British statesman Henry Taylor, a “falsehood
ceases to be a falsehood when it is understood on all
hands that the truth is not expected to be spoken.” For
example, when Centel investors sued over the company’s deceptive statements about its auction process,
courts held that no one involved had a right to expect
total disclosure. (In the federal appeals court decision,
Judge Richard Posner held that investors know to look
at a company’s reports the same way that employers
look at piles of recommendation letters, all of which
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Allhoff, “Business Bluffing Reconsidered,”

Business Ethics Quarterly 3(4) (1993).

Vintage, 1999
• John

Journal articles:

mer. The official, Stephen Goldsmith, was arrested on
a domestic violence charge after an argument with
his wife (who later did not press charges or endorse
the police report). Bloomberg decided that his deputy
had to go. He also decided that he would announce
that Goldsmith was leaving to “pursue private-sector
opportunities in infrastructure finance.”
When journalists put the real story before the
public, the mayor was unrepentant about rating honor
above candor. “I make no apologies for either the fact
that Mr. Goldsmith has left city service, or for treating
the Goldsmith family with basic decency as he left,”
Bloomberg said. The enduring impression that his
direct reports are honorable people, and that team
members are loyal to one another, was worth preserving, in Bloomberg’s view, at the relatively small
expense of public information. “I have long believed
that public officials are all too willing to humiliate the
people who work for them whenever it’s politically
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convenient or advantageous,” he said.“It’s an outrage,
and I refuse to play that game.”
If survival, damage control and “social honor”
all can justify deception, the central task for a leader
is this: distinguishing the situations where those
motives do justify falsehood, from those where deception would still be wrong. Granted that leadership
sometimes requires an atypical relationship to
the obligation to tell the truth, how are you
supposed to tell when your situation meets the
criteria for a special case?
In hindsight, there’s no denying, the ultimate standard is success. In international politics, Mearsheimer writes, “the main reason
that a leader would likely incur his public’s
wrath is because the policy failed, not because
he lied.” Generally, he adds, “success excuses
lying, or at least makes it tolerable.” But, of
course, future success can’t be your criterion
for choosing a strategy before implementation.
Everyone thinks his or her decision will lead
to success, but not everyone is right, because
success is unpredictable. Leaders need guidelines for decision making when information is
imperfect and outcomes are still uncertain.
On this score, Sissela Bok proposes a
methodology that’s both insightful and practical. In “Lying” she applied the framework only
to out-and-out falsehood, but it works too
when pondering more finely shaded forms
of deception, like artful omission, spinning,
b.s.-ing and so on. Bok argues that any possible
lie should be subjected to two tests.
First, the principle of veracity (the selfevident fact that people need to tell the truth
most of the time for their business, and the
larger society, to function) requires that you
ask yourself some tough questions: Are there truthful
ways of accomplishing what the falsehood would
achieve? What are the arguments both for and against
the lie? What effect would this lie have on the general
practice of truth telling?
If, after some clear-sighted answers to these
questions, you still find that deception looks justi
fiable, Bok argues, you need to go further. Because
we are all self-serving in our judgments, especially
under stress, your argument with yourself is not
enough. You need to see how other reasonable people
view the potential lie. How would it look to your
colleagues? Your friends? Your fellow leaders? Even
more important, how would it look to people with a
different perspective on life — to other stakeholders
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and other members of society?
Obviously, this consultation is sometimes impossible, but you can, if you take a moment, imagine how
other reasonable people would react to your planned
deception. And, Bok argues, you must do this in order
to really weigh the costs of a possible deception against
its benefits.

Her argument is general for all people in all places,
but it has a particular resonance for leaders precisely
because the gap between ordinary obligations and
those of leaders is greatest in times of stress.
Sometimes, a proposed deception, omission or
spin will pass all these tests. Sometimes, though, you
might find an alternative. Part of the art of leadership,
it seems, is knowing the difference between when
you could deceive and when you really have to. 
David Berreby (david@davidberreby.com) is the author of “Us
and Them: The Science of Identity” (University of Chicago Press,
2008). He writes the Mind Matters blog for Bigthink.com and
has written about the science of behavior for a number of
leading publications.
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n 1999, when the French automaker Renault S.A.
sent $5 billion and a group of European executives to Japan
to save the Nissan Motor Corporation from imminent
collapse, a successful rescue seemed remote. Nissan was
competing poorly against Toyota, and Renault had very
little experience in Japan. In addition, Nissan was not
strong in Europe and neither company was managing to
prosper in the United States market, the world’s most lucrative.
One prominent automotive executive, Bob Lutz, quipped that
Renault might as well dump the cash in the Pacific.
The person whom Renault put in charge of rescuing Nissan
was Carlos Ghosn. Ghosn had begun his career at Michelin, the
tire maker, then moved to Renault. At both companies, Ghosn
distinguished himself with senior assignments abroad. Even
more important, Ghosn, who speaks five languages, was a pragmatic executive with a thoroughly global pedigree. Born in
Brazil, he moved when he was 6 to Lebanon, where his family
had its roots. Ghosn studied engineering in France at the pres
tigious École Polytechnique.
Rather than acquiring Nissan outright, Renault bought an
equity stake of approximately one-third in the company, with
the aim of controlling the Japanese enterprise without absorbing it. The strategy was seen as a practical means of preserving
the autonomy of the two automakers, along with their brands,
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alliance. The strategy worked well 12 years ago, in part
because Nissan was in desperate straits and receptive to
cultural changes imposed by Renault. As Nissan has grown
stronger, has the original basis for the relationship changed?

GHOSN: It didn’t work only in 1999 — it still works today because the alliance has developed a lot in 12 years. There are
new governing bodies, new ways of doing work, new synergies. It’s not a calcified organization. But the basic mind-set
— that this is a partnership, not a conventional merger and
acquisition, and not a fusion — remains in place. It’s a part-
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cultures and business strengths, without risking a clash of
national and corporate cultures.
At Nissan, now the No. 2 automaker in Japan, Ghosn was
a straight-talking change agent who quickly built a reputation as someone who could be trusted. To put Nissan on its
feet, he brought an end to promotion by seniority, lifetime
employment and loyalty to the keiretsu system of favored
suppliers. He forced the restructuring of basic processes like
vehicle development and marketing.
The rescue worked, and six years after moving to Japan,
Ghosn, now Nissan’s CEO, began delivering the highest profit margins in the industry. His success gave
him hero status in Japan, where a flood of articles has
been written about him. He even had a bento box
meal named after him. In 2005, Ghosn triumphantly
returned to Paris, where — in addition to being Nissan’s CEO — he was named CEO of Renault, thereby
becoming chief executive of two Fortune Global 500
companies simultaneously. Together, the RenaultNissan alliance produces about 10 percent of the
world’s cars. Ghosn commutes between Paris and
Yokohama and is now the longest-serving chief executive in the global auto industry.
But how do you lead two global companies, each
with a distinct culture, in two different parts of the
world, each serving large areas of the global market?
What follows is a discussion involving Carlos Ghosn;
Doron Levin, a Briefings contributor; and Yannick
Binvel, a senior client partner at Korn/Ferry International. The discussion took place at Renault’s headquarters in Paris.
You and your team’s rescue of Nissan is a powerful
business lesson. It is not often that companies
come back from the brink. What did you do first
when you went to Japan to fix Nissan?

GHOSN: Look. Most turnarounds of companies aren’t
based on an intellectual breakthrough — they are
based on execution breakthroughs. They are strategies that are put in place in a way that is motivating
and logical and pragmatic. When I arrived at Nissan
in 1999, our problems were internal and our solutions were internal — it just took someone to unlock
them. I didn’t use any consultants. I just listened to people
inside the company. I met with people every day — hundreds
of people in the first three months. They all had bits and pieces
of the solution. The solution was widely known within the
company. Then we put it into a shape with credibility, a sense
of clear priorities and an opportunity to finally be successful.
In your 2005 book, “Shift,” about the rescue of Nissan, you
explained your strategy of linking Nissan with Renault in an
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nership between two entities with two cultures, two bodies
for decision making, two headquarters and two brands that
continue to do very well. As a principle, the alliance can carry
us into the future for a very long time. No one knows how
long — in business, everything can change — but for the foreseeable future, and for sure during the course of a six-year
mid-term. The plans of both companies, and the way we work,
will continue to evolve. In fact, we will never stop changing
and evolving. It’s worked so well — not only in 1999, but ever
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“Change Agility”
In the automotive industry, where stasis almost killed
the giants, it makes sense a new school of leaders
would emerge, defined by their ability to lead through
crisis and change. Behind Carlos Ghosn’s substantial
experience and razor-sharp instincts is a rare trait,

can continue, but, that said, adaptations have to be made.
We’re not on the defensive. We’re open to change, adaptation
and evolution — with the same mind-set of mutual respect.
Can this business combination be as good as or better than

even among world-renowned CEOs. Successful CEOs

a successful merger or acquisition?

tend to be highly learning agile - curious about the

GHOSN: O.K., first thing: I have a preconceived notion against
acquisitions. Acquiring a company is very hard because making the people of the company you are acquiring fired up and
motivated and totally integrated as normal citizens — not
second- or third-class citizens — is very hard. I’m not
saying it’s impossible, but it’s very hard in this industry. The likelihood that two companies with different
cultures will end up in a successful long-term integration is very small. And, in fact, we’ve seen so many
disasters in the past 10 years, so many “divorces,” that
it should make us question whether it makes sense.
Remember: In this industry, people have a lot of pride.
They’re emotionally connected with the technology
and the brand. Is it possible to integrate this passion?
I have my doubts. That’s why if I maintain the same
business results while keeping the companies autonomous and keeping intact their own history and
pride, I’m going to do it that way. That way spares a
lot of energy fighting against an emotional, defensive
position.

world, visionary, willing to try new things, comfortable
with ambiguity, and highly socially attuned. But the
least common form of learning agility is change agility, in which a leader is galvanized by crisis, and naturally drawn to the bleeding edges of innovation. It requires focus and calm in the “heat” of change, and
the ability to inspire and empower people who have
been rocked by uncertainty. Carlos Ghosn leads with
this rare skill, and goes one step further to create
change-agile organizations.
—Dana Landis, Ph.D., Vice President,
Global Search Assessment, Korn/Ferry

Let’s talk about Daimler, the newest member of
the alliance. How and why did you organize this

Courtesy of Renault-Nissan Alliance

relationship?

since — and it’s the only cross-cultural combination or entity
in the auto industry where you’re not hearing about drama or
conflicts.
Perhaps you’ve simply been successful keeping the drama
out of the media.

GHOSN: No way. It’s very difficult to hide things when something’s wrong. You would hear about it. Believe me. You can’t
hide it. Now, you asked how long we can continue. Yes, we
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GHOSN: I don’t want to talk for my friend Dieter Zetsche,
Daimler’s CEO, but the relationship with Daimler is
an interesting case study. In the case of Daimler, we
did not start by saying, “We are going to establish a
strategic cooperation, so now let’s organize a team
and let’s organize projects.” No. Instead, we started
by saying, “We can do the Twingo/Smart small-car
project together.” Then our teams looked at the product plans and said, “And we can also do an L.C.V. — a
light commercial vehicle — together.” Then we found
that we could do specific engine exchanges. Then
batteries, and so on.
So we lined up all the potential — all the projects
that might make sense to collaborate on and we said, “You
know what? There’s enough on the table to establish a strategic cooperation.” Now, this is the important part: The strategic
cooperation was established after the objectives were organized. So back to your question: One of the reasons we were
so successful was that we started by asking, “What are the
specific projects; where is the substance?”and only then saying, “Let’s establish an alliance or a strategic cooperation in
order to extract synergies and to eventually imagine more
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Carlos Ghosn (left) addresses workers at a Japanese Nissan plant.

than that.” Right now, the relationship is extremely project
oriented, synergies oriented, and extremely pragmatic. We
start with projects. We don’t start with the framework. If we
started with a framework, and then tried to execute against
it, it would never work.

you’re working with the right people and there’s respect. You
want people who will work collaboratively and in a very pragmatic way.
What type of manager works out best in a partnership
environment? Can you disclose how you identify these

You and Dieter Zetsche are friends. Does this help make

people, how you train and acclimate them to the situations

the relationship work more smoothly?

they may face?

GHOSN: Oh, yeah. He was head of Freightliner, the truck maker,
and I was head of Michelin. We were both working in the
U.S., and he came to visit me in Greenville, S.C. And yes, there
was personal chemistry. But I would say chemistry is a starting point. The relationship beyond that has to be based on
projects and principles. We both had enough experience with
alliances and combinations, some good and some bad, to come
together on this.

GHOSN: Managing in the 21st century — it is different. People
who participate in these projects are usually extremely pragmatic. They understand that diversity of background, ethnicity and point of view can translate into wealth and enrichment. Diversity isn’t only something difficult to manage but
something that can be positive. You can’t be successful without understanding what I call the “culture of management.”
We know that we don’t do it the same way as we did 20 years
ago. Back then, we didn’t need as much cross-cultural and
cross-functional management as we need today. Back then, it
was new and interesting, but today it’s a basic requirement.

Are you developing more cooperative projects with Daimler?

GHOSN: Yes, there already are others. There is room for more
partnerships, and for more strategic cooperation as long
as you know exactly why you want to do a partnership and
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How do you define cross-cultural management?

GHOSN: Cross-culture means: if you are a Japanese company,
you know how to work with my American employees, Chinese employees, European employees, etc. And that’s not all:
Then you also have to know how to work with people from
different corporate cultures in the form of alliances. So it’s
cross-cultural squared — it’s not only working on your own
company in different countries around the world, but it’s
working with a different company in a different country.
Again, this skill used to be a nice management trait, but now
it’s absolutely a requirement.

Bertel Schmidt (3)

How did the alliance relationship start?

GHOSN: The cooperation started with a request from Daimler
to Renault. Daimler said, “Can we work together on the next
Smart?” They were looking for a partner. We sat down and
said, “O.K., let’s work on it.” We said there may be other things
we can do together, so we extended it to Nissan, and little by
little more projects came, and then I met with Dieter and said,
“Hey, there’s more here than just a specific project,” and that
raised the question of cooperation and collaboration.
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Is the educational system evolving so younger managers
understand the cross-cultural approach you are describing?

GHOSN: Yes, we’re going in this direction. Not all business
schools are at the same level. Not all have embedded this into
the teaching yet. But there’s no doubt that this is coming. I do
enough speaking at business schools to know, based on the
programs and questions they have, that we are going in this
direction.
What are the barriers to creating a global management
team?

GHOSN: What’s the most important challenge? People become
very defensive when you try to diversify. If you bring in too
many foreigners, people from the country start to become a
little defensive. This is the most important challenge you
face: how can you globalize, how can you diversify, without
putting your organization on the defensive? It’s not obvious.
You need to explain why, be extremely selective, be sure that
the people coming into a country are extremely top-notch
so other people see the value in bringing in these sources of
diversity. You send them into different parts of the organization and you give these people a kind of global track record
so that they gain credibility and so they can understand the
challenges.
Is that the approach you are taking now?

GHOSN: At Nissan, non-Japanese people hold 46 of the top 100
jobs. O.K., you might think they are all French — but that’s not
the case. They are Dutch, South African, British, American —
more than a dozen citizenships. And this, by the way, took
more than a decade to do. In that decade, the Japanese team
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saw clearly the value that people are adding and they saw how
they contributed. It’s not a situation where one group says,
“It’s not our company anymore.” It’s a way of finding the best
talent and making them comfortable on a global team. And,
by the way, all the time we are hiring top talent we also have
to keep reminding everyone that Nissan is a Japanese company, it has Japanese DNA — but it’s much more open-minded
and global than it used to be, and it’s much more equipped
to deal with problems and crises. You cannot globalize your
team artificially or introduce diversity from one day to the
next. This is a long-term effort where people can feel your
investment and your belief.
Another thing that’s important is stepping up to do what
is obvious and taking full responsibility. Someone needs to
accept the risk of becoming unpopular, and losing everything
if the solution doesn’t work. In this case, it was me as the CEO
— I would pay a very high price if the turnaround strategy
didn’t work. But the truth is very few people want to sacrifice
their reputation and everything else for the sake of getting
their organization out of trouble.
Are you suggesting that people in positions of responsibility
lack courage?

GHOSN: My point is that it’s difficult. Even if the solution is
obvious, getting a company or organization out of a particularly tough circumstance doesn’t come naturally. It comes
through a lot of perseverance and difficulty. Turnarounds are
based on execution, and execution is the hard part. And taking personal responsibility is also very difficult. You need to
accept the fact that you’re willing to sacrifice something —
everything — to change.

Q2.2012

39

Nissan had a number of plants and a number of people
working very near the site of the devastating March 2011
earthquake in Japan. You received a lot of positive attention for the way you handled the crisis and were able to get
the company operating again. What’s your approach to
crisis management?

GHOSN: In crisis management, you have five important steps
that need to be done perfectly and religiously. First, there is
assessment. You need to go for assessment, diagnosis, and
you need to do it quickly and intensively. You need to know
what’s going on. Assessment is a very important part of how
to face a crisis. When we had the earthquake crisis on March
11, the same day the earthquake hit we had a team in place
connected with all the plants and teams. We sent people and
instructions to make the decisions on the ground. And we
made assessment continuous, which is very important. If you
don’t know what’s going on, you can’t take a bold action.
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revival plan, I said I’d resign if any of our top three priority
commitments were not met: We said by end of year we’d be
profitable. By the end of three years, we’d cut the net automotive debt in half. And, third, we said we’d achieve an operating
profit of at least 4.5 percent. I said that if any of these are not
met, I would leave and the operating committee would leave
with me. I was very committed to this — I was fully engaged,
and I fully engaged the team. This is extremely important.
And the last step is, when the crisis is finished, the only
thing you can be sure of is another one will hit you. We went
from the Lehman collapse — when the so-called Great Recession was supposed to be the crisis of the century — to the March
11 earthquake and tsunami, which was the natural disaster of
the century. Then we got flooding in Thailand, then the yen
appreciation, and now we’ve got the euro crisis. It’s coming
from everywhere. But you know what? This is a really good
opportunity, and you can identify your heroes this way.

What comes next?

What do you mean by heroes?

GHOSN: After you make the assessment, the second thing
you need to do is establish an action plan and, importantly,
you must also offer a vision for the time when the crisis is
over. You need to line up the priorities — the priorities now
and those we need to keep — and you need to keep them
extremely simple. Usually, it’s only one priority. After the
Lehman collapse and the onset of the global financial crisis,
our priority was save cash flow. After the earthquake, it was
to “push production” — we needed to produce as many cars
as possible for customers. At the same time, there are also
secondary priorities that you can emphasize. After Lehman,
during the Great Recession, I said not to compromise our
electric car project or electric vehicle production generally.
You need to know what you must prioritize, but you also must
know what — at any cost — must be preserved for the long term.

GHOSN: Well, crises are great, in a certain way, because you
can see who your heroes are. People who you didn’t notice
before will stand up and you will say, “Oh, my God, this guy
is more powerful than I thought.” In crises, these people will
reveal themselves. We have heroes who emerged after the
Lehman shock, during the earthquake, in the flood — these
are good opportunities. You see people standing up to challenges you would have never expected. Without the crises,
these people were still good employees — these are not people who were ever inefficient. But they didn’t necessarily
stand out. They seemed normal and then, whoof, a crisis
comes, they rise up, and they become leaders. We are fortunate in some ways that we have had experiences that allowed
us to identify a lot of leaders. We have a deeper talent bench.
We could not have imagined this.

What’s the third step?

So are crises not only unavoidable but important?

GHOSN: Empower! In a situation of crisis, people want to
centralize. Wrong. Decentralize! Empower people! Make
sure the plant manager has more power than he ever has
to engage and repair, to approve expenses, to hire and fire.
Make sure your engineers engage. Engage and empower the
gemba — which is Japanese for “the real place” or “shop floor”!
You need to give the power to people on the ground for a
turnaround to go very fast. The people on the ground have
the most information — you must empower them because
they are closest to the solutions and action.
Next, just as you empower people at the gemba level, top
management needs to engage fully. In Thailand, which had a
huge flood, our head of production took the plane to Thailand
immediately. We said to him, you have full power and engagement, you will have everything you need, and top management is committed and accountable. During the Nissan

GHOSN: Yes, they’re important because crises are the true
nature of business. A crisis is an acceleration of reality. All
of a sudden, you have things you usually do or see coming
together very fast. You don’t need a CEO when times are good.
You need a CEO when things become hectic, when you need
to re-establish north, to re-establish coherence.
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Is the European economic and currency situation just the
latest crisis then?

GHOSN: Frankly, I think the situation in Europe is not impossible, and I don’t think it will be doomsday. There are many
solutions for what we’re going through — all the solutions
have a degree of difficulty, but there are solutions.
In our case, we are preparing for a very volatile year. 2012
has a very high degree of uncertainty. It’s very difficult to see
if Europe will be in heavy recession, mild recession or stable.
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No one in Europe believes in growth — so we are eliminating
the growth scenario. You prepare for the worst. When you are
in front of uncertainty, in general, the strategy is “hope for
the best, plan for the worst.” But you want to avoid unrealistic
Armageddon scenarios too. If everyone is slowing down, if
you stop hiring, if you stop employment, if you stop investment in future technologies, if you decrease inventories, if you make it difficult for suppliers and employees, this type of thinking becomes a self-fulfilling
prophecy. So, I don’t believe in Armageddon in Europe
in 2012. I don’t buy it. There’s enough knowledge,
experience and history on this continent, and we can
agree that Europe has made many smart choices in
the past. Yes, there’s a lot of wrestling and negotiation
taking place. Fundamentally, I’m not very pessimistic.
I’m impatient but not very pessimistic.

So that’s another big reason I prefer to talk about opportunity:
We’re in a situation where we are selling every car we make.
But here’s the interesting thing: When you’re selling every car
you make, you don’t know where the pent-up demand is. In
surveys that we’ve done and that are consistent with those
others have done, we keep seeing this: 10 percent of people

Outside of some emerging market countries, it’s not
a secret that the world’s car markets are still a bit
shaky. Given that fragility, Nissan and Renault are
introducing zero-emission electric cars. Aren’t you
taking a big risk?

Associated Press

GHOSN: You shouldn’t look at electric cars as a risk. You
should look at them as an opportunity. First, look at
the challenges that we are facing, that the car industry
is facing — too much dependence on oil; the cost of oil
today and in the future; global warming; the cost of
regulation around global warming; development of
the car industry in emerging markets. And, by the way,
nobody denies that the oil price will go north, nobody
denies that the trend of global warming we are currently on is unsustainable. So you can’t look at all
these trends and say, “Let’s do nothing.” You have to
look for a solution, and be part of the solution.
What is the most elegant solution today? It’s the
electric car. It’s the zero-emission car. There are other
technologies but they’re not ready — like fuel cells.
They’re still expensive. It’s an obvious thing that electric cars will become part of our future. Now, adoption
will go faster or slower depending on circumstances
beyond our control. But I think it will go faster because I think we underestimate the trend on climate
change. And we underestimate the consequence of
dependence on oil. We have the technology; and we
know how to put together solutions. And by the way,
the car — the Nissan Leaf — is very well accepted by all the
people who have driven it.
Yes, the Leaf is an excellent car.

GHOSN: That’s what I’m saying! If the car were miserable to
drive, or didn’t have excellent performance, O.K., that would
be a different story. But people really love their electric cars.
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say if they have choice between gas, diesel, hybrid or electric
car for their next car, they would want an electric car. These
people have never driven one and they already want one! Can
you imagine that? So I prefer not to talk about risk — it’s an
opportunity for Renault and Nissan! It’s a big benefit! We
are associating our name with a technology that people are
receiving with arms open. 
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to Boards
on
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R E T u R n s

By Dennis Carey & Judy Roland

n the aftermath of the financial collapse of 2008, an increased emphasis on risk management
has meant, in some cases, that the pendulum may have swung too far in the direction of low
tolerance or even no tolerance. But an overly cautious approach to risk management can take
a toll in terms of missed opportunity and value creation.
There has been too much emphasis in the literature on eliminating all risk, which is neither
desirable nor even possible. Risk is part of all business, and without it there are no rewards.
Instead, the goal should be to prudently manage risk to limit the likelihood of having damage
occur. And as boards implement the systems and processes to manage risk, they should carefully
observe the boundary line that separates governance turf from management turf. Moreover, they
must understand that risk management is not generic. Every company has its own requirements.
As the former head of the Risk Management Association and current chief risk officer of
Huntington Bank, Kevin Blakely provides a contextual framework as well as practical advice for
boards that are grappling with their role vis-à-vis risk management.
“Don’t shy away from risk,” Blakely advised. “Shy away from inappropriate risk, and actively
manage the risk you decide to take on. Banking has been around, in one form or another, for
thousands of years, and we learn from downturns what we can do better.” One of the advances in
recent years, he said, is greater sophistication in the ability to graph quantitative risk, and while
cient. In most cases, he said, since we use past data to forecast the future, relying on numbers
alone is akin to “driving forward while looking in the rear-view mirror. Frankly, there is no substitute for the qualitative measure — for judgment, experience and a strong culture.”
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Randall Enos (all)

this is crucial to determining an accurate forecast for risk management, it is not in itself suffi-
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The board’s role

‘‘c

ompany boards are comprised of very smart people,”
said Stewart Goldman, who heads Korn/Ferry’s North
American Risk Management Practice, “but their time
is not best used deciphering the nuances of financial risk
modeling and analysis. Directors need concise, consolidated
reporting from executive management that helps them to
identify and focus on the most critical risks to an organization in order to be effective.” But, Goldman noted, boards play
a more or less active role managing risk depending on their
industry, particularly when grouped by financial-related companies versus nonfinancial-related companies.
“In financial services and other regulated industries, the
board will be active in driving the agenda on risk appetite,
but will not play as active a role in day-to-day risk management,” explains Goldman. That’s because those industries
have a more mature risk management framework within
their executive management teams. But the board is still on
the hook as far as liability and needs to be aware of the risks
being taken. The board will, of course, be generally knowledgeable about the business, but will possess the
most significant risk expertise at the committee level, particularly on the audit, compliance and compensation committees.
While it is impractical, indeed
impossible and even inappropriate,

for directors to be involved in the minutiae of risk management, they can ask questions to ensure that they create a
dashboard on which all major risks can be monitored and
managed. Such questions include: Who is responsible for risk
management? How are we conveying that message and ensuring that people throughout the organization understand
it? Are we providing sufficient information on corporate risk
tolerance, boundaries and the repercussions for overstepping
them? Do we have confidence in the information we get from
management? Is it too much? Too little? Is it timely? Are the
incentives we provide aligned with and reinforcing our
agreed-upon risk appetite and philosophy?

Covering the bases

l
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awrence Zimmerman, who serves on the Stanley Black &
Decker and Brunswick boards, and also on the Delphi
Automotive board, has focused a great deal on risk man-
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agement throughout his career, both from the point of view
of the executive team and as a director.
In advising directors, Zimmerman said, “The subject of
risk management can drive you crazy” because directors cannot and should not be involved at all levels. “The system I’ve
constructed and relied on from the perspective of the board
is that there are four areas I need to worry about: regulatory,
controls, financial and business strategy.”
Viewing risk as comprising those four areas, Zimmerman
said, can help boards get their arms around risk management,
and when they do, they may come to the realization, as he has,
that boards as a whole belong squarely in the business strategy quadrant. “If you look at the other three areas — regulatory, controls, and financial — those are managed in deep
dives by committees, committee chairs and outside auditors,”
he said.
Where the board — the entire board — needs to spend
more time is on the business strategy; that’s where the board
adds value. For most companies, Zimmerman believes, taking
calculated risks that will pay off when it comes to business
strategy is difficult because “it’s hard to move off of where
you’ve been,” particularly, perhaps, with large companies that
have been highly successful with one strategy over a long period of time.

But there are many things to consider when deciding
whether to shift a business strategy and assessing and ranking the risks inherent in each approach. The road not taken,
for example, may result in a loss of opportunity as well as an
opening for a competitor. When Xerox bought Affiliated Com
puter Services Inc. in 2010 to create one of the largest business process and document management platforms, it may
not have been an ideal time from the perspective of Xerox
stock (it was at a low point), but it was the only time, according to Zimmerman. “The mistake would have been to let it
go, let someone else get in there, and end up with nothing,”
he said. “Not taking the risk would have been the wrong decision; it would have been riskier.”
Maintaining board involvement in business strategy,
including access to the management team to get the best information, and ensuring the company is well positioned to
make the right bets are crucial. “At Xerox,” Zimmerman said,
“we worked closely with the business units on business strategy on a regular basis. When working on the strategic plan,
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we would ask those in the business to list the five most important bets they would be making or not making, and then we
would fold them in.” The boards on which Zimmerman serves
— as with most effective boards now — review strategy at
board meetings but also devote a couple of days off site once
or twice a year to assess strategy with senior management to
discover what is working and where shifts need to be made,
depending on what is changing in the external environment.
An understanding of the strategy provides an essential
foundation for board discussions and decisions related to
business strategy risk management and all the board’s other
responsibilities as well. With the strategy humming in the
background, any presentations, proposals and decisions can
be assessed according to how they align with that strategy.
Lack of alignment may send up a red flag indicating that
either a particular move is not the right one for the company
or perhaps that the strategy should be revisited and revised.
One risk management fundamental that Blakely recommends boards keep in mind when making decisions regarding the business strategy is: If you don’t understand it, don’t
do it. “If it can’t be examined and justified in a logical way, it’s
not something you want to engage in.” It’s a lesson from the
financial meltdown of 2008. No business, product or initiative should be so complex, arcane or far out that the CEO and
the board cannot understand why the company is so engaged,
what risks are involved and whether they can be properly
managed.

The crucial human factor

T

he biggest risk to manage — one often overlooked, even
in the current environment where risk is continually
discussed and monitored by boards — is the risk inherent in people and leadership. Because directors must rely on
management for much of the information they need, that filter greatly increases the chance that something may go awry.
“Management is in control of much of the information that
the board receives,” Zimmerman explained, “and you have
to have absolute trust in those running the company; there
is plenty of opportunity to cover things up if people are so
inclined. The CEO and the CFO have to be first-rate. When
boards get into trouble, it is usually a people-related issue at
the top.”
People are the single biggest reason that things go
wrong in any business, whether it’s an unethical CEO, contractors cutting corners or a rogue trader out to make a killing.
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Therefore, a broad, realistic definition of the risks to be managed includes more than the most predictable catastrophic
situations and financial risk. The board’s primary responsibility in risk management is to ensure that the business is
run by people with high ethical standards and unassailable
integrity.
Very few organizations look at CEO succession as part
of a risk management strategy, but it is crucial and should involve the entire board, ensuring that potential candidates are
asked the right questions and that they are assessed on their
potential not only to help the company but also to hurt it.
“The tone is set at the top,” Blakely asserted. “It is critically important for the board and the CEO to set the right tone
and broad parameters regarding risk management. Otherwise, it’s like going sailing without a rudder; you don’t know
where you’ll end up and more than likely you won’t like the
result. The board sets the risk appetite and the processes that
will be established to monitor it. Then the CEO and management execute against that. Everything has to be measurable,
so it’s apparent that you are in conformance
with the established risk tolerance, and
there has to be a mechanism for
reporting back to the board.”
Ensuring adherence to
boundaries and reiterating
the importance of not overstepping them sometimes
requires the CEO and the

board to regularly underscore, in unmistakable terms, what
is acceptable behavior and what is not. At Huntington Bank,
Blakely said, the CEO would occasionally publicly call out the
actions of various people, not always for what he considered
positive behavior, to illustrate a point. “It was his way of emphasizing what his expectations were, as well as those of the
board, for risk management and individual accountability,
and the impact it had on the corporation was amazing,” he
said. “He not only continued to set the right tone, he also
established a standard of behavior and expectations so that
everyone was rowing in the right direction.”
In their day-to-day routine, Blakely said, people are so
busy that they may not hear or understand the overarching
messages concerning the organizational tolerance of risk.
Regardless of level or position, everyone should be able to
articulate the organization’s risk appetite in a similar way,
simply and succinctly.
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Embedding a culture of risk management

a

mong the lessons learned in the last several years is the
growing realization that risk management is everyone’s
business, not limited to those in control or risk management functions. “An understanding of risk-reward tradeoffs
needs to be driven down into the organization, and everybody needs to be aware of the corporate appetite,” Goldman
said. “What are the tolerances we are willing to accept?” And,
he added, there has to be an internal framework so that the
big picture of risk is readily viewable with a consolidation of
positions that are being taken.
But information should flow in both directions, and
feedback that makes its way from the businesses to the CEO
and the board is also crucial. A system designed to set off
needed alarms — signaling that the organization is approaching limits of risk tolerance — is essential to avoiding major
problems.
The growing organizationwide approach to communicating about and managing risk — as opposed to the more
siloed functional approach, has led to a different view of the
required skill set of the risk manager, Goldman said. “The
risk manager needs to be more of a commercial thinker than
in the past,” he said. “He or she has to be able to speak the language that those who run key businesses will understand to
effectively create a risk culture.” It’s an area in which Korn/
Ferry has maintained a dedicated focus since the accounting
scandals of 2001, he said, when the firm worked with the
government to assemble the Public Companies Accounting
Oversight Board. “We are seeing greatly increased demand
from clients for this new breed of risk manager, which we
expect will continue.”
In an organization with a risk-aware culture, risk belongs
to everyone and cannot be shirked by anyone. “Everyone owns
risk; that’s our mantra at Huntington,” Blakely said. “It doesn’t
matter if you approve or source deals — you will be held accountable. Anywhere you are able to avoid responsibility for
risk as ‘not my job,’ you are destined to have significant problems.” In a financial services company, Blakely identified three
lines of defense for risk management, which ensure broad
ownership and little opportunity for anything to fall through
the cracks:
• The risk taker — on the front line with the client
• The primary oversight function — risk management
• Additional

backup functions — internal audit and
credit review
It’s a team approach, not unlike a hockey team’s approach
to defense, Blakely said.
“It’s the goalie’s job to prevent goals, but if defense belongs only to the goalie, you will lose the game,” he said.
“Everyone has to be a risk manager. Revenue producers have
to see it as part of their responsibility.”
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Maintaining the right level of board involvement

B

ecause they are part-timers at companies and because
they are responsible for governance, not management,
directors have to ensure that they maintain the right
level of involvement when it comes to risk management.
Boards help to establish the framework for managing
risk. By consulting with those who lead the business, they
can determine the most likely risks and create a scorecard
to keep an eye on them and sound the alarm if necessary.
It’s generally considered undesirable for directors to be
too intimately involved with management. At some companies, however, key committees, like audit and compensation,
have begun to work more closely with relevant executive
team members to manage their sizable workload — the CFO
and chief human resources officer, for example — often
bypassing the CEO, while still keeping him or her in the loop.
This sort of partnership, where directors are closer to the
business, may have other benefits as well, including the ability of boards to spot early warning signs of trouble, the result
of a thoughtful risk management process, enabling them to
intervene before a full-blown crisis develops.
Building a culture in which all understand their role in
monitoring and identifying risk is part of a complex process
where the board and the CEO set the tone and the agenda, but
everyone is a sentry in the corporate army. Assuming those
in the organization have gotten the message and the CEO
and board establish the right sort of environment, people
will be motivated to say something when they see something,
although that is sometimes easier said than done. It takes
courage for a risk manager, when assessing the risk-reward
equation against a particular transaction to stand up and say,
“We can’t do this,” especially to the individual who pays his
or her salary. But a carefully devised culture, supported by
proper incentives, can go a long way toward encouraging
people to do the right thing.
Boards should recognize risk for what it is and will continue to be: a fact of corporate life. When risk is consciously
accepted, harnessed and actively managed on an enterprise
level, and no one is permitted to abdicate responsibility for
it, however, it becomes a critical competitive advantage. This
disciplined, systematic approach to risk management should
enable boards to evaluate the risks inherent in all aspects
of their work, determine what risks are worth taking and
calculate their return on that risk.
Dennis Carey is vice chairman of Korn/Ferry International and specializes in the recruitment of CEOs and corporate directors. He is lead author
of “CEO Succession: A Window on How Boards Can Get It Right When
Choosing a New Chief Executive” (Oxford University Press). Judy Roland
is president of Roland Communications in New York, and works with
clients on communication strategy and planning.
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Pat McGovern’s
Philanthropic Quest
By glenn Rifkin

he transformation of the Kendall Square technology
hub in Cambridge, Mass., is startling. Where the head-

quarters of the Polaroid Corporation, now defunct, once sat

alone in its self-proclaimed Tech Square, Kendall Square has

Photograph of Pat McGovern courtesy of IDG. Photograph of brain cells: Yingxi Lin

morphed into a crossroads destination for some of the world’s
best and brightest thinkers. In a relatively short time, the once

moribund neighborhood on the border of the M.I.T. campus,
has become a world center for biotechnology, a draw for most
of the world’s largest pharmaceutical compa-

nies, and a mecca for all manner of scientific
and technological research organizations,
from the Broad Institute to Biogen.

Brain cells growing
in a culture dish

partment within a major university, but instead a multidisciplinary melting pot where researchers in a range
of fields could collaborate on leading-edge ideas.
“Lore and I talked a lot about the idea that the more
we could understand the brain, the more we could
solve human problems,” McGovern said. “We knew
that someday we wanted to contribute to that idea.”
By 1996, the McGoverns felt the time was right
to move ahead. Technology had advanced far enough
to catalyze a whole new level of sophisticated brain
research. They established an advisory board of five
Nobel laureates in the neuro and biological sciences
and began to formulate a plan. In light of the size of the
potential gift, the McGoverns had no trouble attracting
top-level academic interest. They received ambitious
proposals from a range of universities, including the
University of California at Berkeley, Stanford, Caltech
and Columbia. But all of these proposals focused on
creating a single academic department, where all
researchers would have to become faculty members
in that department.
It was M.I.T. that offered the environment the
McGoverns sought. In 2000, the university’s president,
Charles Vest, announced the $350 million gift, one
of the largest in the history of higher education. The
M.I.T. biology professor Phillip Sharp, a Nobel laureate,
was named founding director. Most people assumed
the donation came because McGovern is an M.I.T.
alumnus. But he insists that wasn’t the case. “We just
wanted the best center,” he said.
Here, the work spans a wide range of neuroscience
research, from understanding the basis of learning
and memory to a search for deeper understanding of
brain disorders like schizophrenia, bipolar disorder
and autism. Simultaneously, work is being done to find
the cause and possible cures for brain diseases like
Parkinson’s and Alzheimer’s. More esoteric advances,
like Ed Boyden’s work in the field of optogenetics, are
showing promising results for controlling brain functions with light.
“People here are excited because they are translating what they are doing at the lab bench into something that is going to help society,” said Robert Desimone, the M.I.B.R.’s current director. “They are getting
the financial and emotional support that gives them
confidence to go into these areas and take risks in
developing new research programs, programs that
weren’t happening before. It’s extraordinary to see this
come together so quickly. It’s an incredibly powerful

Michael Wells, Guoping Feng

Among the more recent additions to the neighborhood is M.I.T.’s eye-catching six-year-old glass-andsteel Brain and Cognitive Sciences Building, which
houses the McGovern Institute for Brain Research.
This is a state-of-the-art LEEDS-certified green edifice
at the intersection of Vassar and Main Streets, and the
McGovern Institute, financed by a $350 million gift
from Patrick J. and Lore McGovern,has quickly become
one of the top neuroscience research centers in the
world.
At 74, the 6-foot-4 McGovern, the founder and
chairman of International Data Group, a $3.2 billion
global media, research and venture capital conglom
erate, is still an imposing figure, straight-backed and
sturdy, with penetrating blue eyes and a kind, open
face. Though he is a billionaire and technology-industry pioneer, he has maintained a self-effacing, humble
demeanor throughout his nearly 50-year career. He
travels without an entourage and, unlike many a selfimportant top-shelf business celebrity, he will talk
about himself only reluctantly.
His greeting, as usual, is warm but restrained,
bespeaking his intensely private nature. He has never
been a touchy-feely type, and his somewhat robotic
manner can seem aloof to those meeting him for the
first time. In truth, McGovern cares deeply about people and as his career winds down, he believes more
than ever that technology and its widespread dissemination and use will bring people together more effectively than politics or economics. Though he has an
estimated net worth of over $3.3 billion (No. 103 on
the 2011 Forbes list of the wealthiest Americans), this
construction worker’s son cares little for the trappings
of wealth. He still flies coach and eschews black limousines for taxis.
Getting a tour of this stunning research facility
with the man himself is enlightening. The institute,
like the building, is state-of-the art. A core team of
accomplished neuroscientists, including the Nobel
Prize winner H. Robert Horvitz and the National Medal
of Science recipient Ann Graybiel,
has turned the decade-old M.I.B.R.
into a hotbed of research and a
sought-after destination for young
post-docs and graduate students.
The M.I.B.R. is highly unusual
in that the McGoverns
insisted that it be more
than an academic de-
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research enterprise coming together almost overnight,
in scientific time.”
For a man who maintains a low profile, McGovern’s
presence has the same impact at M.I.T. as it does when
he arrives at IDG’s offices. In both locales, he is a rock
star and, here, the scientists observe him with the same
mixture of awe and admiration that his employees do.
It may be because the building has his name on it, but,
more likely, these brilliant researchers are as moved
as McGovern’s thousands of employees by his deep
personal interest in what they are doing. He didn’t just
write a check. He is hands-on, present, attending threeday seminars on esoteric subjects, speaking to scientists

at length and staying abreast of significant developments. Ever the entrepreneur, he uses his success in
venture capital to seed small “skunk works” projects
for researchers with nonconforming ideas within the
institute. And McGovern has a deep interest in people.
Ever the visionary, McGovern pointed out that the
M.I.B.R. is just the first piece of what he envisions as
a family of global brain centers. The McGoverns have
allocated $1.2 billion of their fortune to support neuroscience, and similar research institutes will be built in
China, Germany and Singapore. The first such center,
at Tsinghua University in Beijing, which McGovern
calls “the M.I.T. of China,” is already set in place with

effectively than politics or economics.
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Working For Pat
ack in the early 1980s, I went to

would have him. These included Commu-

bearing cash bonuses were mythological

work as a writer for Computer-

nist China, where in 1980 he became the

creatures, not unlike unicorns. And soon

world, at the time the most pop-

first foreign entrepreneur to successfully

after this happy moment, the company’s

ular and influential technology trade publi-

start a joint venture, an effort that would

lavish Christmas party, held in a fancy

reap huge dividends over the next 30 years.

downtown Boston hotel, topped off

When he did show up, word spread
quickly and a sense of nervous anticipa-

decked out in their best party clothes,
were treated to a remarkable evening

of Steve Jobs, Bill Gates, Ken Olsen and

tion would blanket the office. The Big Guy

An Wang, luminaries who were changing

was here. Stay alert. This was especially

of food, drink, dancing, videos and door

the technology landscape and grabbing

true around Christmas, when McGovern

prizes that consisted of all-expenses paid

increasing real estate on the pages of

would personally visit every one of IDG’s

trips for two to Caribbean islands, ski

mainstream business publications.

thousands of employees and shake hands,

resorts or other luxury destinations.

As the crown jewel in the Interna-

make personal small talk, thank them for

No one danced and worked up to a

tional Data Group’s empire, Computer-

a job well done and hand out holiday cards

year-end frenzy more than Pat McGovern,

world was a cash machine in those days,

with hefty bonus checks stuffed inside.

out on the dance floor until the very last

each weekly issue as thick as the Manhat-

For those of us making little more

disco song ended, with his striking wife,

tan phonebook, and the apple of the eye

than $25,000 a year, the check was a

Lore Harp, herself a successful entrepre-

of IDG’s founder, Patrick McGovern. It

welcome gift. But it was that personal

neur. At 6-foot-4 and 250 pounds, built

wasn’t long after joining an IDG publica-

connection that McGovern insisted on

like an NFL linebacker, McGovern, usually

tion that you began to hear about Uncle

making that left an indelible mark on

reserved and unassuming, would let

Pat, a big bear of a man with a warm dis-

most who worked there. With his photo-

loose and dance as if no one was watch-

position and unusual ideas about how to

graphic memory, McGovern not only

ing, party as if there was no tomorrow. I

run his company. Corporate headquarters

remembered your name but he would

remember being astonished at his energy

then were in Framingham, Mass., around

mention some article you had written or

and the sense that for him this night put

the corner from Computerworld’s offices.

project you were overseeing and he would

the stamp on another kick-ass year in

Despite his proximity, McGovern was

ask about it, offer congratulations and

which his empire had grown more mas-

rarely in our building. He spent much of

make you feel that your contribution

sive, more influential and more global,

his time flying around the world, setting

really mattered. If you had ever worked

just as he’d envisioned when he started

elsewhere, you knew that chief executives

the whole thing in 1964.  —Glenn Rifkin

up publications in every country that

the second at the Max Planck Institute in Munich on
the drawing board. “Eventually, we’ll have five or six
centers around the world,” he explained. “There will
be no central governance; they will act as brothers and
sisters and collaborate and help each other.”

G

Building an Empire

Researchers at the
McGovern Institute have
pioneered a technology
called ‘optogenetics’
that allows brain activity
to be controlled by light.
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the year. Employees and their spouses,

dazzled to suddenly be covering the likes
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iven his accomplishments, Pat McGovern’s relative obscurity in the high-tech
landscape is puzzling. IDG, parent company of IDG Communications, the publisher of hundreds of leading technologyrelated magazines like Computerworld, CIO, PCWorld,
GamePro, Network World, Infoworld and Macworld, and
also parent of the global technology research giant

IDC, has been a major catalyst in the information technology industry for nearly five decades. McGovern, a
peripatetic world traveler, has injected hundreds of
industry-leading titles into more than 90 countries
and built his privately held company into a $3.2 billion
media giant.
From the company’s earliest days, McGovern
focused on a world view. When he would return from
a long trip and find piles of paper on his desk and
countless projects awaiting his signature, he realized
that a top-down management structure would stunt
IDG’s growth. He became a fanatical devotee of decentralization, of small business units run by talented
entrepreneurs who would have the resources to succeed,
cheered on by a very hands-off boss.

Sputnik Animation

cation in a burgeoning industry. Having

had no background in computers, I was
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He made a fateful visit to Communist China in
1980 and, against all conventional wisdom, fostered
personal connections that led to the first joint venture
of any kind for an American company in China, well
before that nation embraced a market economy. In a
single day, McGovern met the head of China’s computer ministry, pledged $250,000 and wrote a joint
venture agreement to start a newspaper called China
Computerworld.
“I thought someone might be interested in this
so I went to the local Wall Street Journal office, which
was just a private room at the Beijing Hotel, and
slipped a short press release that I’d typed up under
the door,” he recalled. “The next day, the story appeared in the North American edition of The Journal
and my board was furious: `Why are you doing business with Commies? This is outrageous. We would
have denied you approval to do this!’ ” McGovern
smiles when he adds, “That $250,000 investment
made $85 million in profit over the next 25 years.”
Indeed, China Computerworld was the seed that
has grown into a $200 million media empire in that
vast country and, more important, in 1992, led to the
creation of IDG Venture Capital, today the biggest
venture capital operation in China, with $4.4 billion
under management. By visiting China four times a
year, every year, McGovern made personal connections within a government that was just starting to
embrace the idea of becoming an innovation society
with a thriving start-up environment.
While competitors laughed and said, “You’re
crazy, there’s no market there,” McGovern believed in
Chinese leaders like Deng Xiaoping and Jiang Zemin
who promised massive changes. The venture firm began investing in Chinese start-ups like Baidu and Tencent that have become Internet giants of China. “We
put $1 million into Tencent for 20 percent of the company, and it became the biggest instant messaging
company in China,” McGovern said. IDG sold its shares
in 2001 for $120 million, which is a stellar return. Today, IDG’s 20 percent would be worth $9 billion.
The Chinese venture experiment led IDG to open
similar venture funds in San Francisco, London, India,
Boston, Vietnam and South Korea. From modest roots,
the company now has more than $4.9 billion under
management; a majority is in China.
According to McGovern, 70 percent of IDG’s profits now come from its investments rather than its
media arm. “We never expected the investments to be
so successful, but when you are getting 400 times and
500 times return, it builds up,” he said.
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“If you look at the
history of the technology industry over the
last 40 years, he’s a fundamental part of that
story in that he created
the publishing industry that supported, advertised, analyzed and publicized the growth of that industry,”
said George Colony, founder and
chairman of Forrester Research, a leading technology research firm. “We really wouldn’t
have been able to understand the architecture of the
Apple II or I.B.M.’s corporate networks within large
corporations without Pat McGovern, because IDG was
educating the world about all those products and companies. Every industry needs that megaphone and he’s
been the tech industry’s megaphone for all these years.”

McGovern’s underlying success is built
upon an unrelenting passion for what
he is doing. He could no sooner retire
and play golf than stop breathing.

Jeffrey Rayport, a technology industry consultant
and former Harvard Business School professor, has
been a director on IDG’s board for a decade. He sees
McGovern as a pivotal figure in the rise and prominence of the technology economy in the United States
and, increasingly, around the world.
“You could argue that Pat was a kind of Johnny
Appleseed on a global basis for the importance of I.T.,”
Rayport said. “He sowed the seeds for a professional
community to get really smart with respect to the
management, marketing and communications about
information technology.”
As Rayport suggests, McGovern’s underlying success is built upon an unrelenting passion for what he
is doing. He could no sooner retire and play golf than
stop breathing. “He’s not just proud of what he’s done,
he’s turned on by it,” Rayport said. “He is absolutely
and completely passionate about what he does. The
venture capital business is just another expression of
Brain cells growing
in a culture dish
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Fueling the Dream

rom his childhood in Philadelphia, McGovern had an insatiable curiosity that
stoked a voracious reading habit and a
deep fascination with science and technology.
His sister Lorette, five years older, was an intimidating but influential force. “She was an Amazon who
could beat me up at a moment’s notice,” he said laughing. Lorette became a mathematician at the University
of Pennsylvania and one of the first programmers on
the ENIAC computer. “Her enthusiasm for mathematics and computers caught my attention,” he said.
Their father was a construction worker who traveled the world to work on massive projects like naval
bases in Bermuda, Okinawa and Iceland. Postcards
from these exotic foreign locales sparked McGovern’s
lifelong passion for travel. At an all-boys Catholic high
school in Philadelphia, McGovern, using money from
his paper route, built a rudimentary computer that
could play tic-tack-toe. He entered the device in the
Westinghouse Science Fair and won an award. A member of the M.I.T. alumni association got in touch with
him and suggested he come to Cambridge for college.
With a bushel of other scholarship offers, McGovern
was awed by the prospect of attending M.I.T.
Science was just one of McGovern’s passions. He
also harbored an interest in the media and in business.
He had edited his high school newspaper and became
an editor at The Tech, the M.I.T. paper. He had also
taken part in a Junior Achievement program in high
school in which local businessmen coached students
in setting up and running small businesses. They had
to build a product, sell stock and liquidate at the end
of each school year. McGovern was elected president
of his company all three years.
It was 1964, and what he discovered was a dearth
of useful information about computers and their use
in Corporate America. During an appointment with
Louis Rader, the chief executive of Univac, McGovern
shared an opinion that he was seeing too many prod-

ucts that had no proven need in the marketplace. “You’re
exactly right,” Rader replied. He went on a rant about
the lack of good computer census information. No one
had any accurate data on what technology companies
were using or how they were using it. McGovern volunteered to send out some questionnaires and create a
database of such information, and Rader fairly leaped
from his chair. “That’s just what we need,” he said.
“What would you charge for this?”
Calculating quickly, McGovern suggested a price
of $40,000. Rader replied, “That’s unacceptable.” When
McGovern offered a lower price, Rader cut him off: “No,
no. You don’t understand. No one will trust information that is so cheap. You have to charge a lot more so
they think it’s quality and they’ll use it. Charge $80,000
and they’ll think you’re a professional.”
On the train back to Boston from New York, McGovern was excited. “I like that business model,” he
thought. “The higher the price, the more the demand.”
He sketched out a business plan for a computer research
firm, thought up the name International Data Corporation and then sold his car for $5,000 in order to start a
company. He boasts that he has never had to be put another dollar of his own capital into the company. Three
years later, again responding to a perceived need in the
industry, McGovern began to publish Computerworld,
a weekly newspaper, and in short order, it became an
industry bible and a cash cow. Spreading its arms to a
widening audience, the company became International
Data Group. IDC, the research arm, retained the original
company name.
In building his company, McGovern remembered
a cathartic conversation he had had with Thomas
Watson Sr., the legendary founder of I.B.M. Watson
had come to speak at M.I.T., and as editor of the student newspaper, McGovern scored an interview. Watson said two things that had a deep impact on the
young McGovern. He spoke about valuing employees
and giving generous benefits and salaries, a tenet for
which Watson and I.B.M. were widely known in corporate America. When McGovern mentioned that he
had recently returned from a trip to Iceland, Watson’s
face broke into a smile and he began to talk about
I.B.M.’s manager in Reykjavik. He not only knew the
fellow’s name, but he knew what his wife’s name was
and that he had three children. “Here’s a guy running
a company with 300,000 people around the world
and he knows the name of a manager in Iceland and
his wife and children,” McGovern thought. “He really

“He’s
a dreamer — and he thinks
54

very big.”

C.J. Guerin, PhD, MRC Toxicology Unit/Photo Researchers, Inc.

his original vision, which
was: how do you democratize sophisticated technology that will make people smarter, better
educated, better equipped to create wealth,
create jobs and create more successful market economies. For him, what IDG really stands for is actually a
noble social goal.”
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does put people first.”
Watson’s insight made a deep and lasting impression. At any gathering of IDG employees, past or present, McGovern’s generosity is always part of the conversation (see sidebar). The company’s ESOP plan has
turned hundreds of long-term employees into millionaires. McGovern routinely sends out “Good News”
memos — unsolicited personal compliments on a specific job well done. He personally escorts 10-year employees to dinner and 20-year employees are given a
weeklong trip for two to anywhere they choose in the
world.
Robert Farmer, who has been on IDG’s board for
43 years and was McGovern’s best man at his wedding
to Lore Harp, has always been amazed at McGovern’s
stamina and drive. “He’s not Hollywood at all,” Farmer
said. “He’s a workaholic, lives in hotels, travels constantly. The pursuit of money has never been among
his goals. He has never cared for the trappings of wealth.
I remember one time when we were in Tokyo. He was
taking two Japanese employees out to dinner for their
10-year anniversaries. I joined them and we had a
lovely dinner and afterward two limousines pulled up
outside the restaurant. It was pouring down rain and
as we left, it became clear that the two limos were for
the employees. We had to rush around getting soaked
looking for a cab. That’s Pat.”
Yet, with all the personal contact, most employees
get a limited version of McGovern. He will talk about
them but rarely about himself. Lore Harp McGovern
offers a side that few ever see. Married now for 30 years,
this is a second marriage for both. Each brought two
children into this now blended family, which includes

nine grandchildren. She points
out that her husband is a devoted
father and grandfather and an
incurable romantic who is constantly sending her flowers for
no particular reason. He loves Joan Baez, Bob Dylan
and Joni Mitchell, and despite his tens of millions of
air miles already logged, they love to travel together,
off the beaten track, on hiking or skiing adventures.
After she parachuted out of a plane for her 50th birthday, McGovern followed suit.
“Pat has great compassion,” she said. “I remember
in 1990 after the Soviet empire collapsed, we took a trip
through Eastern European countries. We rented a car
and drove through Poland, Romania, Bulgaria. And
everywhere we went, people were so hungry for information about technology. We had set up meetings with
people, and we started businesses in these countries. I
looked at Pat and said, ‘You are the ambassador of good
will.’ He not only set up these businesses, he empowered
people and made them feel that they could do good
things. He is the most encouraging person you can
imagine.”
As the couple prepared for yet another trip to Beijing to sign a letter of agreement with Peking University
for a new McGovern Institute for Brain Research, Lore
McGovern echoed her husband’s mantra: “So much to
do, so little time.”
“He is a dreamer,” she added, “and he thinks very
big.” 
Glenn Rifkin has written for The New York Times, Fast Company,
Strategy + Business, and many other publications.
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Left: Room to Read, Danielle Reichner. Right: Room to Read, Andrea McTamaney
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by Lawrence M. Fisher
rin Ganju used to tell audiences that Room to Read, the NGO she
co-founded, was building libraries in developing countries faster
than Starbucks was adding new coffee shops around the world. But
since Starbucks starting cutting back, she has had to find a new
stretch goal.
“Now I just say, ‘Wouldn’t it be great if we could scale social
good as fast as we’re scaling these global brands?’ ” says Ganju,
Room to Read’s chief executive officer, at the
organization’s San Francisco headquarters.

To a remarkable extent, that is exactly what the organization is
doing. Room to Read recently handed out its 10 millionth book, at a
ceremony in Vietnam. Now in its 11th year, it has built 12,000 libraries
and 1,500 schools, and is adding new libraries at the rate of six per day.
McDonald’s adds one new burger joint every 1.08 days.
Fast-growing not-for-profits face many of the same challenges as
their for-profit counterparts, with the additional hurdle of attracting
ever greater donations from a finite pool of donors. Many charities fail
to build a culture or structure that can be sustained once the organization outgrows the small circle of acolytes surrounding a charismatic
founder. Many struggle to attract, train and retain talent in a competitive market. Others founder on the shoals of weak governance and poor accountability. Room
to Read is a case study in anticipating and overcoming these pitfalls.
Room to Read’s genesis dates to 1998 when John Wood, a marketing executive with
Microsoft, took a sabbatical to go trekking in the rugged mountains of Nepal. While charmed

Briefings on Talent & Leadership

Q2.2012

57

w

ood might have spent many years
just serving the needs of Nepal;
the country has 23,000 villages
and an illiteracy rate of about
70 percent. But he knew from his
travels that countries like Vietnam,
Cambodia, Zambia and Guatemala all faced similar issues, and
he had absorbed a crucial lesson from his corporate mentor,
Steve Ballmer, Microsoft’s hard-charging chief executive: go
big or go home. He just couldn’t see how.
Then one day his cellphone rang. It was Ganju, asking for
a meeting. She was ex-Goldman Sachs, ex-Unilever, ex-a couple
of Silicon Valley start-ups. Like Wood, she had attained a
measure of financial success at a relatively young age. But she
craved something more.
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“I was disillusioned with the banking world, disillusioned
with the corporate world,” Ganju says. “We were opening up
these state-of-the-art factories and hiring people who didn’t
have electricity or running water. And yet you could see that
if children grew up with more education, you could break
that cycle of poverty in one generation. I was searching for a
way for how I could help contribute to this. I had worked for
a few tech start-ups and confronted, as everyone did, a sort of
meaningless existence.”
Ganju had spent two years in Vietnam with Unilever,
helping set up an ice cream business, but she had found her
greatest satisfaction working on a community outreach program to help a village near the factory build a new school. She
told Wood she wanted to expand his program into Vietnam,
and that she would help raise the funds to make it happen.

She started work the next day. Within a month, she had
obtained funding and permission to build a school in Can
Gio district, a two-hour drive from Saigon. With the move
into a second country, Books for Nepal needed a new name;
Wood came up with Room to Read.
Though Room to Read’s three founders are all selfdescribed “action-oriented optimists,” they have disparate
but complementary skills that created a firm foundation for
the organization. “John came from marketing and sales, I
was operational,” says Ganju. “Dinesh, our Nepali founder,
came from a community engagement, development aspect.
The combination of great ideas and very different perspectives really helped create the Room to Read model.”
That model is, in essence, quite simple, which is surely
part of its success. Around the world, there are 759 million
people who cannot read and write; 98 percent live in the developing world, and two-thirds of them are women and children. People in the developing world know that education is
the great leveler, the key determinant in pulling oneself up
from poverty, but they lack the resources or access to educa-

Room to Read, Rish Amatya

by the warmth and resourcefulness of the Nepalese people,
Wood was struck by the absence of schools and libraries in
the villages. Where such facilities did exist, they lacked books
suitable for school-age children. He promised a local teacher
that he would return, with books.
From his base at Microsoft’s Sydney, Australia, offices,
Wood quickly gathered a pile of books, which he ultimately
delivered to the mountain school on the backs of several donkeys. The experience changed the course of his life, as he later
wrote in “Leaving Microsoft to Change the World” (Harper
2006): “Words were hard to find. I struggled to explain that
the school had filled my heart with a feeling it had never before experienced — that I had made a difference in the world,
or at least one very small part of it. For these children, there
was a bit more opportunity than there had been yesterday.”
Wood’s book inevitably prompts comparison to
“Three Cups of Tea,” Greg Mortenson’s best-selling account of building schools in Pakistan and Afghanistan,
but nobody would mistake the two. Mortenson paints
himself as a swashbuckler, dodging bullets and kidnapped by the Taliban — an account now disputed by
a number of news organizations, including “60 Minutes.” Wood is the quintessential numbers guy. He stays
out of war-torn countries and keeps careful account
of his debits and credits. From the outset, he wanted
to build an organization that could scale and sustain.
Wood’s initial book delivery was facilitated by
Dinesh Shrestha, a community organizer and member
of the Kathmandu chapter of the Lions Club. Shrestha
urged Wood to spread his efforts among several schools,
not just the one he had visited, and subsequently
planted the seeds for a tiny not-for-profit organization
called Books for Nepal. To the astonishment of friends and
family, Wood quit his job at Microsoft, broke up with his
girlfriend, and moved to San Francisco to open an office for
his nascent charity.
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Room to Read's Erin Ganju (above, center), John Wood

Room to Read (2)

(left) and Pierre Towns (right).

tional materials. Room to Read tackles that problem one
village at a time, by building schools and libraries and filling
them with appropriate books. It also offers annual scholarships to girls, to address their disproportionate numbers
among the uneducated in developing countries.
Room to Read opened its first library in Nepal in 2000.
Eight years later, it built its 5,000th library — also in Nepal.
In April 2010, just two years after launching library No. 5,000,
Room to Read reached another milestone as it opened a
library at the Shree Jana Kalyan Secondary School in the village of Dulegauda in Nepal’s Tanahun district, bringing its
tally to 10,000. After growing through Asia to Vietnam, Cambodia, Laos, India and Sri Lanka, the organization expanded
to a new continent, with openings in Zambia and South
Africa. In 2012, it will open in Tanzania and Bangladesh,
reaching over 5 million children in 10 countries.
“We started with a few things that served us very well,”
says Ganju. “A focus and a clear mission was key. We focused
on children’s education, particularly literature and girls’ education. A lot of nonprofits, because of their need for funding
or community needs, start to spread themselves too thin and
try to be all things to all people. We could contribute to the
overall ecosystem, but if we tried to meet all the needs that
children have, from inoculation to clean water, we would dilute our own effort. That clarity was crucial,” she says.
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From the outset, Ganju and Wood benefitted from access
to the legions of young, successful former Microsoft and
Goldman colleagues they could reach with an email, and their
San Francisco office’s proximity to Silicon Valley. But those
donors are also metrics-oriented and results-driven, much
like Room to Read’s founders. With that in mind, Room to
Read created an unusually transparent funding structure that
also increased its attractiveness to larger family foundations
and institutional philanthropies. For $8,000, the organization would build a school, or for $10,000, a school plus a library. For less affluent individuals, a donation of $250 pays
for a girl to attend school for a year, including all fees, two
school uniforms, two pairs of shoes, a book bag, school supplies, health insurance and a bicycle.
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with water buffalo to get over the border before it closed. My
life was forever changed. I had bought myself a convertible
Jaguar, but I looked at it afterward and sold it. Then I bought
three schools in Vietnam, one for each of my daughters, so they
would have a connection to the country, to girls. My kids were
never going to know the ‘pull yourself up by the bootstraps’
experience, but they could know the responsibilities of wealth.”
For institutional donors, Room to Read stresses its low
overhead ratio, just 17.4, which means that more than 80 percent of donated funds support its programs. Charity Navigator, America’s largest and most-utilized independent evaluator of charities, has awarded Room to Read the coveted
four-star rating for sound fiscal management every year since
2006. And the organization’s financial reports show the kind
of strong, steady growth that would gladden any investor.
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or example, 2010 revenue was $33.8 million in cash donations, up 20 percent
from $28.3 million in 2009, while donations in-kind, primarily children’s books
donated by publishers, grew 12 percent
to $5.1 million, from $4.6 million in the
prior year. Room to Read raised $17.6 million outside the U.S.
through foreign fundraising sources in 2010, a 33 percent
increase over $13.1 million in 2009. Spending on programs
totaled $31.8 million, a 35 percent increase from $23.5 million
in the prior year.
“One of their really strong points is their accountability,”
says Eva Halper, vice president for corporate citizenship at
Credit Suisse in London, which has partnered with Room
to Read since 2007 as part of its Global Education Initiative.
“Their reporting and use of funds is extremely reliable. They’ve
hired people with very strong development credentials, and
they’ve got accomplished advisory boards. They draw on
expertise. They don’t just make it up themselves. It’s highly
professional.”
Room to Read leverages its professional staff with legions
of volunteers, organized in local chapters around the world.
These volunteers solicit donations from friends and family,
and seek matching funds from their employers. In 2010, the
organization added to fund-raising posts in London and
Hong Kong, in space donated by Credit Suisse and the Financial Times, with new operations in Australia, Japan, and New
York. The organization has 52 fundraising chapters in 16
countries, representing more than 10,000 volunteers worldwide, and raised 45 percent of its capital from outside the U.S.
last year. On any day, from Seoul to Paris to Perth, a Room to
Read event is likely to be taking place.
These events keep Room to Read connected to “investors,
who are the donors, who have to sense that your product is
worthy,” says Kim Anstatt Morton, a former equity analyst
and member of Room to Read’s board of trustees. “Because
this is about feeling good. Donors have to feel that it is real,
impactful. But the one thing that really roots Room to Read
is oversight and governance and the board. Nothing is overlooked. If overhead moves 0.05 percent, we talk about it at
the board level,” she says. “Every single number is questioned.
Nothing can be hidden. If I were on the outside, I’d say, ‘How
can they do that? It’s not possible.’ But I’m inside, and it is.”
Bankers are well represented on Room to Read’s board,
with both Barclays and Goldman executives, but the group
includes prominent lawyers, educators, and publishers, plus
Tim Koogle, the founding chief executive of Yahoo!, now a
venture capitalist. It is an activist board, in the most literal
sense of the word “active.”
“We find the most creative ways to fund-raise,” says Anstatt
Morton. For example, for major initiatives, like the move into
Tanzania, “We write private placement papers, like a bank

Room to Read, Susie Cushner

The direct relationships between donations and outcomes contrast with typical charities where all monies are
combined in a pool of funds. “That helped us communicate
the results of what we were doing and motivate people to get
involved,” Ganju says. “The world seeks simple and clear messages. There’s a lot of noise. People want to draw a line from
their financial gifts and their time to a result. Adopt a project,
help support a library; here’s a very tangible way you can
impact children’s lives. From the beginning we had that oneto-one relationship.”
That kind of relationship spoke to Pattie McDowell, who
had grown up in a blue collar family but became wealthy over
a 15-year career with Charles Schwab. Through her family
foundation, she first made a small grant to Room to Read.
“Then they invited me on a trip,” she says. “We went to
Cambodia and Vietnam. Our bus broke down. We were hiking
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where books
still matter

Room to Read, Ian Murphy

For an organization whose founders include a former Microsoft executive and
a Wall Street banker, Room to Read’s approach to tackling illiteracy is surprisingly
low-tech. In an age of tablets and Wi-Fi,
the organization still works primarily with
books and mortar.
But as co-founder Erin Ganju explains,
most of the work is in places far removed
from the superhighways of the information
age. “We are working largely in government
primary schools in pretty rural conditions
in the developing world,” she says. “Thus,
for several reasons, technology solutions
to the delivery of education are challenging. Generally most of our schools are not
on an electric grid and have very simple
infrastructure, so there are no computers
or Internet available in the schools. These
are also expensive solutions to scale in the
countries that we work in.”
That is not to say that Room to Read
has not considered and experimented with
higher-tech solutions. “We ourselves ran
a computer lab program where we established computer labs in schools but shut it
down in 2008 as it was very expensive to
establish computer labs relative to libraries, hard to maintain the computers. Most
schools we work with didn’t have electricity or Internet services in their areas; and
teachers who were trained by us in IT
would often leave the teaching profession

because they could get higher-paying jobs
elsewhere once trained,” she says.
There was also little content on the
Internet in local languages. “By all accounts,
our library program using books was a more
cost-effective solution that could scale easier and reach more children in the countries
Room to Read works in.”
It is worth noting that despite all the
money thrown at computers in the United
States, their value as pedagogical tools in
the primary years remains in question. Even
in Silicon Valley, children learn reading
primarily from books, not iPads. “Even in
developed countries, teaching children to
read and develop a regular habit of reading
at young primary school ages still uses

would. That’s a really creative way to get big chunks of funding.
You can shop it to high net-worth individuals and foundations.”
The fundraising machine never stops because Room to
Read starts over each year building its budget from scratch.
Though it has some corporate and foundation support, there
is no endowment, and 65 percent of its funding comes from
individual donors. For an organization growing 27 percent a
year, that is a lot of one-on-one contacts, a lot of checks in the
mail. Without the chapter structure, the organization could
never keep up, Ganju says.
Rapid growth strains an organization’s internal structures, particularly one that strives to run lean. Room to Read’s
base is in a grand old building in San Francisco’s financial district, but open the doors to its offices and the atmosphere is
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books as their primary platform.” says
Ganju. “Technology is a means to an end
and can be employed in creative ways, but it
does not replace the need for solid instructional materials and well-trained teachers.”
Ganju says Room to Read is platform
agnostic and will continue to look at ways
to incorporate technology as appropriate
solutions are developed. “But for now more
basic approaches using books seem to be
more effective in the communities where
we are working. For most, the first time
they have access to child-friendly, colorful
children’s books in their local languages is
after a Room to Read library is established
in their school.”
—Lawrence M. Fisher

pure start-up. The look is intentionally spartan, with exposed
HVAC ducting and prefab cubicles parked wall to wall. There
are more than a few advanced degrees from Stanford, Berkeley and the Ivies in the room, though the pay scale is closer to
public school teacher than Silicon Valley, let alone Wall Street.
“Of course we have to pay competitively, we have to pay
a living wage, but clearly these people could work anywhere
they like,” says Pierre Towns, Room to Read’s chief talent officer. “We spend a lot of time interviewing staff. A typical hire
here may talk to 15 people. And we do really try to understand
what’s going on with them. They need to be competent. They
need to be a good cultural fit, in terms of working in a collaborative environment. And they need to be really excited about
changing the world.”
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swer was a resounding no. There are relatively few factors
that we know affect classroom outcomes, and they tend to be
based in teachers, and to a lesser extent, curricula.”
Room to Read’s leaders say they are aware of such critiques, and concede that in the early days of the organization
they were more focused on outputs — just getting schools
built and libraries filled with books — than they were on outcomes, such as a measurable improvement in literacy. But
they say they have moved aggressively to improve outcomes,
by adding teacher training in-country, by commissioning and
publishing more children’s books
in their native languages, and by instituting best practices that can be
readily adopted by local educational
leaders.
“We are now implementing a
strategy where we focus more on
developing reading skills in primary students,” says Dinesh Shrestha, on a Skype call from Lusaka,
Zambia. “We have introduced literacy instruction programs where we
work with the governments. We
prescribe them new introduction
and materials, textbooks, and teachers get trained to implement those
programs. And we have close monitoring of that. Room to Read may
not be there forever, but these programs need to be sustained.”
Although John Wood remains
the globetrotting public face of
Room to Read, Ganju succeeded
him as chief executive in 2009.
While succession is often as difficult for non-profits as it is for corporations, the transition was a natural one, and part of an ongoing strategy to build a sustainable organization, she says.
“I was chief operating officer, running the business day
to day, really since the beginning,” Ganju says. “He was the
visionary CEO. There was already a yin and a yang. We needed
to very thoughtfully scale and create room for new leaders,
and the succession allowed me to hire another layer of management depth beneath me. We didn’t want to stifle the organization by holding on too tightly to our roles. Eventually
I will need to find another role. Who knows who started
Oxfam, or Save the Children? You know them for the quality
of their work. We want to be known for the quality of our
contribution to children’s education.”
Lawrence M. Fisher has written for The New York Times, Strategy +
Business and many other publications. He is based in San Francisco.

Room to Read, Varun Chaudhary

One unusual aspect of Room to Read’s recruitment practices is that its overseas positions are always filled by local
people, never ex-patriots. “We can attract some of the best
people in-country. They’re talented, and they understand the
local culture,” says Towns. “When you talk to them about the
work they do, they say, ‘We’re doing this for our children.’ It’s
not dropping in and doing a job. We also offer a track record
of success. We offer a work environment that is much more
empowering for our staff, driven by core principles and a philosophy we have here in San Francisco that we work throughout the world. In Tanzania or
wherever, we expect the same
courtesy, the same egalitarian
approach. We believe good ideas
can come from anywhere.”
The not-for-profit world is
not immune to talent poaching,
and Room to Read’s high media
profile has made it an attractive
target for recruiters. Towns says
the organization has not been
as effective in training and retention as it should be. A new
mentoring program will be implemented in 2012.
“We have a number of initiatives this year to address just
that, because Room to Read staff
are sought out,” Towns says.
“We’ve got to be very, very sure
that we’re doing the right things
to retain them. We need to do a
more effective job in coaching
and mentoring, especially incountry. We need to make sure
our supervisors are not so
swamped by responsibilities that they can’t spend quality
time with their teams. We encourage them to meet one-toone, sit down and have a conversation that’s not just a task
checklist, but about career aspirations, developmental needs,
coaching opportunities. Informally, we try to give them the
opportunity to contribute any way they can. We don’t limit
them because they’re 25 years old.”
One criticism of Room to Read and programs like it is
that there is little empirical evidence to show that donating
educational materials and buildings improves literacy.
“As far as I know, there’s not been any rigorous evaluation
of Room to Read, and the rigor that is out there would not favor their approach,” says Tim Ogden, editor in chief of Philanthropy Action. “There was a study in Kenya looking at various
teaching aids, starting with textbooks, with the question: do
better and more textbooks lead to better outcomes? The an-
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by dee gaeddert
f you run an airline or a theater company, you are very familiar with the concept of perishable assets. When a flight
takes off or the curtain goes up and you have not filled every seat, the opportunity to capture the return on those assets vanishes. Executives who are about to assume a new
role hold in their hands a perishable asset, too: the undivided attention of people. And this may be the most frequently squandered asset of newly transitioned executives.
Few leadership challenges can be met without commanding the attention of those the leader is trying to
mobilize. Reaching employees, customers, shareholders,
analysts and board members to share a vision, to give a
direction or to inspire an action is the executive role that
transcends all other roles. Connecting with these stakeholders is a challenge of monumental proportion.
But there is one time when commanding that attention is easier. When an executive assumes a new role,
there is a moment when all eyes are on him or her. It is
an opportunity for the new leader to set the stage for his
or her vision and priorities. It is the time when that most
precious and most fleeting of leadership assets — the undivided attention of people — is at its peak.
A newly named division president, knowing that an
insular and internally focused culture was jeopardizing
the growth of the business, used his “moment” to catalyze
his externally focused strategy. For his first two weeks on
the job, he spent every day visiting customers with his
sales team and his vice presidents. No meet-and-greets at
headquarters, no town hall events, no executive staff meetings. Just a very strategically focused message: our days
of navel gazing are over. Of course, this is a message he
could have talked about in his meet-and-greets, covered
in a town hall PowerPoint presentation or laid out with
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metrics and accountabilities for his executive team. But
instead — with all eyes in the organization on him — he
aligned his behavior with his message and left no doubt
about where he would be leading the organization.
Leaders underestimate their impact on the people
around them, and that is especially true when a new leader
comes on the scene. The leader might think they will be
given some time to get acclimated before people pay close
attention and make judgments. Not true. In fact, in the
first weeks and months of his or her tenure, people are
paying rapt attention to the new leader’s every move, every
word and every nuance, looking for clues about what they
can expect. Making the most of your leadership “moment”
requires three things:
• Knowing your message. Articulate the reasons you
have assumed this role. Even though your vision will be
imperfect in your first months on the job, identify what you
uniquely bring to this role and how that intersects with the
needs of the organization. Describe that for yourself in the
clearest way you can and then consider the next steps. What
will the strategy be? What changes will be required in the
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organization to effectively achieve the strategy? How will
you lead the organization toward that objective?

Chris Gash

• Understanding the channels through which you
are being observed. Even if you have learned this leader-

ship lesson, you are probably underestimating the degree
of scrutiny that your every word and action gets. Everyone
in your orbit is reading the tea leaves. It’s important to
them not because you are endlessly fascinating to them
(though you may be that). It’s important to them because
they care about their jobs. They would like to know what
changes will be coming. They would like to know what
you will expect of them. They would like to know how your
leadership will impact their day-to-day lives. That means
that you, in turn, need to be a keen observer of your own
behavior — your words, actions, decisions, tone, expressions — to ensure that your intended message is coming
through every channel consistently.
• Aligning your message and your behavior. Before
you begin your new job, make a grid that will help you
with this alignment. Your messages are the rows. Your
channels are the columns. In each cell write the ways you
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plan to send your messages through every channel to
which people are attuned. Are your key messages being
reinforced by your early decisions? By the way you allocate
resources? By the stories you tell? By the agenda you set
for your meetings? By the way you spend your time? By
the talent you select on your team?
The old riddle asks whether the tree falling in the forest makes a sound if no one is there to hear it. Leaders know
the answer is no. People have to be paying attention for any
meaningful leadership message to be absorbed and followed. When you take on a new leadership role, you have a
moment when every sound you make in the forest is heard.
Recognize and exploit the opportunity to use this crucial —
albeit fleeting — moment to set the stage for your vision. 
Dee Gaeddert, Ph.D, is Senior Partner at Korn/Ferry International,
Global Leader for Onboarding, and a member of the firm's CEO
Succession practice. She is a psychologist who focuses on building
talent solutions for executives and organizations. Gaeddert was
President of Lominger International, and COO of LeadershipSource,
Korn/Ferry Companies, and is based in Minneapolis.
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a flat surface is a straight line. In the arena of professional management, the shortest distance between two positions is rarely
a straight line: getting from here to there requires a little wiggle
room. If you want to change a company’s product line or alter the
present method of doing business, you quickly appreciate that
building consensus calls for a deft hand, a strong shoulder to
push the grindstone, and the patience, if not of Job, of a kindly
kindergarten teacher. Herewith are three examples.
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A friend had been chairing a local
not-for-profit board for about four
months into her three-year term, presiding over monthly meetings that
she reported were congenial and
good-spirited when she began to notice that her colleagues fell into predictable patterns of behavior, beginning with where they sat around the
board table, moving on to how and
when they asked questions or addressed their favorite issues. Not
surprisingly, “the finance people”
direct remarks about the budget
and investments, and “the policy folks” offer opinions on
why certain operations should
remain the same or change.
But one trustee stands out:
an articulate, well-respected attorney. Let’s call him Clarence Darrow.
Even when asking a minor question
(“Is our next meeting in two weeks or
three?”), he makes it sound like a closing argument in a high-profile court
case. Commanding the floor, Clarence
begins his soliloquies as follows, “I’d
like to make three points: the first is
extremely important and has two areas I will address; the second is also of
great importance and has three areas
of concern; and the last is only slightly
less critical but demands everyone’s
full attention.” Although he is persuasive, informed, and interested in the
good of the institution, Clarence Dar-
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row’s sense of appropriate time management is well off the mark. He often steers the group to tangentially
relevant matters rather than the point
at hand. In other words, he hogs the
arena.
He also makes all matters, trivial
or momentous, into ethical discussions of moral consequence: “As trustees you have the obligation to make
sure all reports are filed in a timely
manner. I’m not saying our staff isn’t
filing reports in a timely manner, only
that it is important we ensure they
continue to do so.” A hypothetical is

now looming monumentally over the
board’s head. While Clarence isn’t
wrong, he’s also not right.
My friend decided she needed to
rebut in a respectful but forceful way.
At the next meeting, she presented
the first weighty matter up for discussion and concluded her introduction
by saying, “And now before opening
up the floor to comments, I’d like to
ask and answer the first three questions Clarence Darrow will likely
pose.” As the group broke into light
laughter, even Clarence smiled: message received.

Francisco Caceres (all)

“Yes,
counselor,
you have a
question?”
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You’re a change agent — fast on
your feet, a force of nature with an
idea a minute popping into your head.
You float trial balloons and sketch out
scenarios as you walk from place to
place. At the start of staff meetings
you say, “I have a new project for us
to consider,” or, “How about we take
a hard look at this approach.” With
the senior staff sitting around the
table, you vet the proposals, and
by the end of the meeting the two
deemed most feasible remain on
the table and the three less likely
to succeed are set aside. Assignments are doled out and the
wheels of ingenuity begin to spin.
So what’s the problem?
Your No. 2 is risk-adverse, uncomfortable with change. You
and he are the yin and yang of
upper management. This senior vice
president is a good egg: he’s smart,
though perhaps a tad too bureaucratic in style, but well read in his
area, knows the industry, stays
focused, and keeps the ship on an
even keel. He works hard, convenes
task forces, and organizes nicely illustrated reports filled with charts, graphs
and a narrative of history. Competent
with computers, he’s recently mastered the ever-popular PowerPoint —
but he’s basically a 20th-century guy
trying to walk in 21st-century shoes.
It is an awkward fit.
More times than you’d like to
hear, he explains why after careful
study his best advice is to leave things
as they are. You know that the time’s
ripe to innovate, to shake things up, to
keep apace if not ahead of the competition, and a general who is deliberative, slow and steady may not be the
one to lead the charge up the hill: he’s
not a wartime consigliere. What to do?
Next time a new idea is presented,
appoint two committees — one chaired
by the senior vice president and the
second headed by another manager,
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someone you believe to be more flex
ible and willing to try “the new.” Instruct the first to study why something should not be done, the second
to look at why it should happen. Each
is to report back to you — and you have
a deciding vote. Each vice president is
playing to his strength.
You can also “stack the deck” of
the committee by allowing the senior
vice president to be the titular head
but appointing a group to work with
him, people who are aggressively interested in new paths. You run the risk
of the senior VP slowing down momentum with his traditional bureaucratic style, but if the marching orders
are clear, the other members should
be able to set a brisk pace. Set benchmarks for the committee and ask that

they report back at various junctures,
alerting you if any pitfalls are discovered on the pathway.
Or you might engage an outside
consultant to convene the group, telling the senior vice president that he
already has too much on his plate,
and this facilitator will see the project through. Sometimes the small fee
for the consultant is money well
spent.
An extreme but sometimes necessary route is to reorganize: it may be
time to move No. 2 out of his office.
This is, of course, a difficult and sometimes painful assignment, especially
when longevity and loyalty are involved, but with creative planning it
is often possible to accomplish. And
it may be the best alternative.
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senter to rank his objections to the
draft. The absolutist didn’t budge, and
in the end he refused to sign off on the
report, insisting on writing a detailed
minority opinion.
When the assignment ended,
Kissinger issued a report with 19
supporting signatures and one minority vote. The viewpoint of the “one”
became increasingly irrelevant when
the public saw the diversity of the 19
who had reached consensus. Being the
single holdout does not always put
you on the winning side.
Back to Euclid: using his theorems,
it is possible to prove many a problem.
But how one develops a proof can
show either an elegant or a plodding
style. The fewer steps needed to complete the assignment, the simpler
the explanation, and the more
sophisticated the solution, the
better the approach.
So, too, with management.
Moving an organization from
place to place usually involves
a series of turns in the road, of
stops and starts akin to herding cats.
Few companies move in lockstep.
Divisions have independent cultures;
managers differ in their styles and
modes of operation. Navigating the
waters of change with everyone rid
ing on the same raft takes skill and
finesse. Stay one stroke ahead of the
rapids and don’t let anyone stand
up in the boat.
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The man
didn’t
understand
the
3 question
Henry Kissinger told me a story
about a 20-person bipartisan national
commission the former secretary of
state was chairing on an important
foreign policy issue. With a mix of
Democrats and Republicans debating
the merits of the United States’ policy,
Kissinger knew that he’d have to craft
a final report that represented the
viewpoints of his participants. As they
neared the end of the study period and
began drafting the text, Kissinger put
together a long list of items to include
in the report. Some were favorites to
one side and others more in line with
the thinking of the “opposition.”He
was beginning to search for consensus

and knew he’d have to
horse-trade. He understood that he’d
give up some things in order to get
approval on others — it was not going
to be a zero-sum game for either side.
Most everyone on the commission understood the unwritten rule — agreeing to serve on the task force means
you come up with a report everyone
can live with — a document that gives
each side more than half a loaf.
But there was a holdout: a moral
absolutist who felt his way was the
only way. Kissinger tried to lay out the
merits of each bullet point. He quoted
historical precedent, mentioned diplomatic alliances, and asked the dis-

Stephen Joel Trachtenberg is president emeritus and university professor of public service
at the George Washington University and
chairman of the Education Specialty Practice
at Korn/Ferry International. He is based in
Washington, D.C.
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2. 123456

3. 12345678

4. qwerty

5. abc123

Source: SplashData
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aul Maritz, CEO of VMware, a fast-growing high-tech company
with a $38 billion market cap, is back in Silicon Valley. Maritz, who grew
up in South Africa, began his career in London in the 1970s, and went
to work at Intel in the early ’80s, at the dawn of the PC era, which revolutionized computing. He was at Intel when its legendary founders,
Robert Noyce and Gordon Moore, and its iconic CEO and later chairman,
Andrew Grove, still walked the halls demonstrating to the young Maritz
how to build and run a great company. Maritz carried their lessons with
him throughout his career. From Intel, Maritz moved to Microsoft, where
another revolution was taking place — on the desktop and at the office. Maritz was
of PCs were taking shape. At Microsoft, Maritz was a member of the company’s five-person
executive management team, which included Bill Gates and Steve Ballmer.

Credit

Zé Otavio (all)

at Microsoft from ’86 to 2000, when Windows, databases, client servers, and networks
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A Tsunami of
Knowledge

placeholder
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What to do when your library
becomes infinite

I

nformation overload is hardly a
new concept. Long before futurist
Alvin Toffler coined the term in his
1970 bestseller “Future Shock,” philosophers and scientists worried
about mankind drowning in everdeepening waves of data. The Roman
philosopher Seneca, born in 4 BCE,
wrote, “What is the point of having
countless books and libraries whose
titles the owner could scarcely read
through in his whole lifetime? That
mass of books burdens the student
without instructing.”
Indeed, those nattering nabobs
who whined through the generations
about the harsh impact of too much
information hadn’t seen anything
yet. Because in today’s Internet-based
reality, we have learned that the information well is bottomless and the
very term “knowledge” must now be
redefined.
And in his excellent new book
“Too Big to Know: Rethinking Knowledge Now That the Facts Aren’t the

Facts, Experts Are Everywhere, and
the Smartest Person in the Room
Is the Room” (Basic Books), David
Weinberger offers a frightening but
cogent look at the impact this Webbased tsunami of knowledge is having on our lives.
“There was always too much to
know,” Weinberger writes, “but now
that fact is thrown in our faces at every turn. Now we know that there’s
too much for us to know. And that
has consequences.”
Weinberger, a senior researcher
at Harvard’s Berkman Center for Internet & Society and co-author of the
bestselling “Cluetrain Manifesto,”
points out that the levels of information these days ought to render most
of us catatonic, unable to process the
fire hose of data gushing at us. He
quotes researchers at the University
of California-San Diego, who calcu-

WHO’S HOLDING THE FAMILY
PURSE STRINGS?
In nearly 90 percent of high net worth
households, women are either the sole
decision maker or an equal partner in
directing their family’s philanthropy.
Source: Bank of America Merrill Lynch
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lated that Americans consumed 3.6
zettabytes of information in 2008
alone. Don’t know what a zettabyte
is? You are not alone. And any explanation will only confuse you more
than help you. Google tells us a zetta
byte is 1 sextillion bytes. Hmm. Okay,
Weinberger suggests if you calculate
that Tolstoy’s “War and Peace” takes
up 2 megabytes of space on a Kindle,
the zettabyte would equate to a stack
of copies of “War and Peace” extending 47 billion miles out into space.
Don’t ask.
Though the Internet has flooded
the world with information, society
remains intact. Weinberger writes,
“As the amount of information has
overloaded the overload, we have not
proportionately suffered from information anxiety, information tremors,
or information butterflies-in-thestomach. Information overload has
become a different sort of problem.”
Rather than causing an epidemic
of psychological breakdowns, rendering people confused and demotivated, information overload has become a cultural condition. “And the
fear that keeps us awake at night is
not that all of this information will
cause us to have a mental breakdown
but that we are not getting enough of
the information we need,” he writes.
If the Web has a trillion pages
of information and is growing constantly, the world has indeed become
too big to know. Weinstein lays out
the consequences in this eminently
readable book.
Among his concerns:
• Our old institutions are not up
to the task of handling all this knowledge because the task is just too large.
• There are no filters capable of
revealing the complete set of knowledge we need. “There’s just too much
good stuff.”
• There is also too much bad stuff.

Hal Mayforth

in Review
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“We can now see every idiotic idea put
forward seriously and every serious
idea treated idiotically,” he writes.
Thus, we are too easily led astray,
Weinberger says. “We have so many
facts at such ready disposal that they
lose their ability to nail conclusions
down because there are always other
facts supporting other interpretations,” he writes. In this morass, the
truth can be obscured or lost.
In one insightful chapter about
the effect of this information overload on organizations and leadership, Weinberger suggests that
top-down, command and control
leadership methods are outdated
and ineffective. Today’s leaders must
abandon the Jack Welch-style of
“leading from the gut” and reconsider
the vast network of resources and
knowledge that defines most big
organizations today.
“In the Age of the Net,” Weinberger writes, “there’s more what —
and more what???? — than ever. Making a decision means finding your
way through a dense thicket of
claims, deciding what information
to believe and what sources to trust.”
The nature of leadership must
change. “Just as knowledge is becoming a property of the network, leadership is becoming a property less
of the leader than of the group that
is being led.”
Using a series of organizations,
from West Point to Wikipedia, as
examples of networked entities that
have embraced new leadership models, Weinberger explains how hierarchical leadership pyramids steadily
drain crucial data as that information gets filtered up the pyramid.
Traditional corporations can learn
from network-based enterprises.
According to Weinberger:
1) Network decision-making
scales up better than hierarchical de-

cision-making does, at least in some
circumstances. “Hyper-networks,”
the multi-component organizations
that are huge, spread out and differentiated, such as respondents to major weather crises, rely on distributed
decisionmaking in highly effective
ways.
2) Network decision making also
excels when decisions require a great
deal of local knowledge, which is
particularly the case when situations
are fluid and diverse, or the path forward is not yet fully known.
3) Network decision making can
motivate people where hierarchical,
top-down decision making would
have the opposite effect.
4) When decisions are distributed throughout the network, more
of the local knowledge can be applied.
5) When decisions are made locally throughout the network, they
are likely to express the interests of
the local members, who typically, are
volunteers. In this manner, corporate social responsibility programs
can provide tangible results and become more than a check-off item on
the corporate to-do list.
6) Hierarchical organizations
that rest on the pointy end of the pyramid on the back of a single human
being are not as resilient as organi
zations that distribute leadership
throughout a connected network.
7) As the business environment
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becomes more complex, thanks to
globalization and to the burgeoning
Net, reductive strategies run an
increasing risk of going wrong by
missing the detailed contours of the
local landscape.
What it all means is that there is
way too much information for one
man or woman to know and process
in order to impart wisdom, vision
and direction for a corporation or
any large organization. This is not
decentralization cloaked in a different garment. This is about embracing the Network (in capitals) and
allowing it to empower an army of
leaders in every strategic corner of
the business.
In an era when huge corporations have contributed mightily to
the economic crisis that enveloped
the globe in 2008, a common refrain
from senior leadership was a confession of ignorance of certain behaviors and deeds throughout the organization. Lame as that may sound,
the response, beyond sanctions,
stricter regulation and criminal
charges, might be to consider Weinberger’s essential message:
“The network contains far more
knowledge than any single leader
could contain, tap or manage. As organizations get bigger and become
more essentially entwined with the
Net, it will take a network to make
the wisest decision.”

EAST-WEST RETIREMENT DIVIDE
Chinese households currently
save the equivalent of 38% of
their GDP for retirement,
while in India the figure
is 35%. This compares
with 3.9% in the US.
Source: HSBC
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w h at i s s e l f - i n t e r e s t, a n y wa y ?
by Joel Kurtzman

Self-interest is what gives the world its shape. That’s a view first promulgated by
Adam Smith, and hardly any economist disputes it. Self-interest is what infuses people
with energy and gives them an appetite for risk. People’s overwhelming motivation by

So, the question is, What exactly did Smith mean by selfinterest?
Some years ago, I conducted a study of 600 start-ups
around the world. The young companies we studied were
located in the places where most of the world’s start-ups are
found — the United States, Canada, Britain, the Scandinavian
countries and Israel. Most of the companies were in the software, telecommunications and biotech fields. Interestingly,
we did not find a single entrepreneur out of more than 700 —
many companies were started by a team of more than one
person — who was in it for the money.
Don’t get me wrong. No one in our sample turned down
options, shares or money. No one mortgaged his or her house
indifferently or wanted to go broke.
But that was not why they went to all the effort of starting a company. In fact, since many of the entrepreneurs were
serial entrepreneurs, and already very rich from having
started other companies, we believed them when they said
that money wasn’t what motivated them.
In a number of instances, the entrepreneurs who took
part in our study said they took on the risks and effort of starting a company to prove a point. They
wanted to show the world that their software
or hardware or molecule was superior to what
others had developed. They wanted to show
that their business model would succeed.
They wanted to demonstrate they had a solution no one else had thought of.
In other cases, these entrepreneurs
wanted to change the world. They believed
what they were doing was so important and so
different that the world would be better as a
result of their efforts. This was particularly true
among the biotech companies, but it wasn’t
limited to them. Some software pioneers
felt exactly the same way.
And, finally, some of the entrepre-
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neurs started companies to have fun, work with friends or
work with people they admired.
Self-interest may be what gives shape to the world, but
it is not self-interest in the narrow sense. I think Adam Smith
would agree since most companies in his day were private
family-run operations. The goals of the founders were to do
something new, something important, and to create something that would last.
Nothing exemplifies these broader goals more than when
an entrepreneur returns to a company that he or she started
when it is struggling. When Michael Dell, Howard Schultz
and, most famously, Steve Jobs returned respectively to Dell
Computer, Starbucks and Apple, it was not because they
needed money. All of them were flush. They returned because
their own sense of self-interest was very much identified
with the interests of the people they had worked with and
had hired. They wanted to make sure that the companies they
had started lived up to their promise.
This suggests Adam Smith was right, but not in the way
it’s commonly recounted. It’s not self-interest as in
greed or selfishness that motivates people. It’s
self-interest in the sense of the bigger self,
as in us.
I’m not suggesting that entrepreneurs
are selfless, or that they don’t have egos. Far
from it. I am suggesting that people start
companies for reasons bigger than themselves — for the team, the group, the world.
We make a mistake when we think
about self-interest in its narrowest sense. It
demeans the concept. And while there might
be a few entrepreneurs whose dream is to
drive cars made of solid gold and light cigars
with $100 bills, I have yet to meet one. Most of
the entrepreneurs I’ve met have been focused on
goals that are bigger. I can’t help but believe
that’s what Adam Smith meant. 

Michael Witte

self-interest is what constitutes the invisible hand. It’s the way the world coordinates itself.
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